LIBERTY INSURANCE UNDERWRITERS INC.

55 Water Street, 18" Floor
New York, New York 10041

(a member of the Liberty Mutual Group and hereinafter “the Insurer”)
Liberty Insurance Underwriters Inc.’s toll free number is: 800-677-9163

COMMUNITY ASSOCIATION EXECUTIVE ADVANTAGE POLICY

DECLARATIONS

NOTICE: THIS IS A CLAIMS-MADE POLICY. THIS POLICY COVERS ONLY CLAIMS FIRST MADE AGAINST THE INSUREDS
DURING THE POLICY PERIOD OR DISCOVERY PERIOD, IF APPLICABLE, AND REPORTED TO THE INSURER AS SOON AS
PRACTICABLE BUT IN NO EVENT LATER THAN 90 DAYS AFTER THE END OF THE POLICY PERIOD. PLEASE READ THE
POLICY CAREFULLY AND DISCUSS THE COVERAGE WITH YOUR INSURANCE AGENT OR BROKER.

UNLESS AMENDED BY ENDORSEMENT, AMOUNTS INCURRED AS DEFENSE COSTS SHALL BE IN ADDITION TO THE LIMIT
OF LIABILITY AND SHALL NOT BE APPLIED AGAINST THE APPLICABLE RETENTION.

THE INSURER HAS THE DUTY TO DEFEND.

POLICY NUMBER: CAP001988-0110 PRODUCER: Graham Insurance Group, Inc.

RENEWAL OF:

ITEM I. NAME AND ADDRESS OF PARENT ORGANIZATION: 161 Margaret St HPR
89 1/2 Wentworth St

Charleston SC, 29401

ITEM Il POLICY PERIOD: Inception Date: 02/14/10 Expiration Date: 02/14/2011
(12:01 A M. at the address set forth in Item 1)
ITEM lil. LIMIT OF LIABILITY: $1,000,000 in the aggregate for the Policy Year
ITEM IV. RETENTION: $2,500 in the aggregate each Claim
ITEM V. PRIOR LITIGATION DATE: 02/14/10
ITEM VI. PREMIUM: $688.00
ITEM ViII. ENDORSEMENTS FORMING PART OF THIS POLICY AT ISSUANCE:
SC.CAPCNR. ALLCAPHAMMER. ALLCAPINSDVSINSD. ALLCAPTRIA.

This Declarations page, together with the Application, the attached Community Association Policy Form, and all
endorsements thereto, shall constitute the contract between the Insurer and the Insureds. This Policy is valid only if
signed below by a duly authorized representative of the Insurer.

Authorized Representative
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LIBERTY INSURANCE UNDERWRITERS INC.

(a member of the Liberty Mutual Group
and hereinafter called “the Insurer”)

COMMUNITY ASSOCIATION EXECUTIVE ADVANTAGE POLICY

(Words and phrases printed in bold, other than
in the headings, are defined in Section 23 below.)

In reliance upon the truthfulness and accuracy of the statements made in the Application, in consideration
of, and subject to, the payment of premium when due, and subject to the terms, conditions, and exclusions
of this Policy, the Insurer and the Insureds agree as follows:

1.

Insuring Agreement: The Insurer shall pay on behalf of the Insureds all Loss which they shall
become legally obligated to pay as a result of a Claim first made during the Policy Period or
Discovery Period, if applicable, against the Insureds for a Wrongful Act which takes place before
or during the Policy Period.

Defense Costs and Settlements:

21

2.2

23

It shall be the right and duty of the Insurer to defend any Claim. The Insurer may
investigate, as it deems appropriate, any Claim, circumstance, or Wrongful Act involving
the Insureds.

The Insureds shall not incur any Defense Costs, admit any liability, assume any obligation,
agree to any settlement, or make any settlement offer with respect to any Claim without the
Insurer's prior written consent, which shall not be unreasonably withheld. The Insurer shall
not be liable for any Defense Costs incurred or any admissions, obligations, agreements, or
settlements made by the Insureds without the Insurer’s prior written consent.

The Insurer has the right to negotiate the settlement of any Claims it deems expedient, but
only with the Insured’s consent. If the Insureds withhold consent to such settlement, the
Insurer’s liability for such Claim is limited to the amount in excess of the Retention which the
Insurer would have contributed to the settlement had the Insured consented to the
settlement, plus Defense Costs covered by the Policy incurred prior to the date of such
refusal to settle.

Cooperation: As a condition precedent to the Insureds’ rights under this Policy, they shall give to
the Insurer all information and cooperation as the Insurer reasonably may require and shall do
nothing that may prejudice the Insurer’s position or its rights of recovery.

Claim Exclusions: This Policy does not apply to any Claim made against any Insured for:

41

(a) bodily injury, sickness, disease, death; or

(b) emotional distress, mental anguish, false arrest or imprisonment, abuse of process,
malicious prosecution, libel, slander, defamation, violation or invasion of any right of
privacy or private occupancy, trespass, nuisance or wrongful entry or eviction; or

(c) damage to, destruction of, or loss of use of any tangible property;
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4.2

4.3

4.4

4.5

4.6

4.7

4.8

49

provided, however, that part (b) of this exclusion shall not apply to any Claim brought by or
on behalf of any Third Person or past, present or prospective Insured Person for an
Employment Practices Wrongful Act;

for any error, misstatement, misleading statement, act, omission, neglect or breach of duty
by Insured Persons of any Subsidiary in such capacity or by the Subsidiary itself if such
error, misstatement, misleading statement, act, omission, neglect or breach of duty actually
or allegedly occurred, in whole or in part, when such entity was not a Subsidiary;

based upon, arising from, or in any way related to any error, misstatement, misleading
statement, act, omission, neglect or breach of duty which has been reported or has been the
subject of any notice under any insurance policy of which this Policy is a renewal or
replacement or under any other policy which it may succeed in time;

for any actual or alleged violation of the Employee Retirement Income Security Act of 1974,
amendments thereto or similar federal, state, local or common law;

based upon, arising from, or in any way related to:

(a) any demand, suit, or other proceeding against any Insured which has been made,
which existed, or was pending prior to the applicable Prior Litigation Date set forth in
ltem V of the Declarations; or

(b) the same or substantially the same facts, circumstances or allegations involved in
such demand, suit, or other proceeding;

brought or maintained by or on behalf of the Insured Organization;

based upon, arising from, or in any way related to the actual, alleged, or threatened
discharge, dispersal, release or escape of Pollutants, Fungi or Microbes, or any direction,
request or voluntary decision to test for, abate, monitor, clean up, remove, contain, treat,
detoxify, or neutralize Pollutants, Fungi or Microbes;

based upon, arising from, or in any way related to an Insured Person serving as a director,
officer, trustee, regent, governor, volunteer, employee, or similar position of any entity other
than the Insured Organization; or

based upon, arising from, or in any way related to:

(a) any Insureds gaining in fact any personal profit, remuneration or advantage to which
they were not legally entitled; or

(b) any deliberately dishonest, malicious or fraudulent act or omission or any willful
violation of law by any Insured,;

provided, however, this exclusion shall only apply if it is finally adjudicated that such conduct
in fact occurred.

For purposes of determining the applicability of Section 4.9, the Wrongful Act of any Insured
Person shall not be imputed to any other Insured Person.
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4.10 based upon, arising from, or in any way related to any Employment Practices Wrongful
Act alleged by or on behalf of an employee of the Property Manager.

4.11 based upon, arising from, or in any way related to any Construction Defect.

4.12 based upon, arising from, or in any way related to any actual or alleged liability of an
Insured, in whole or in part, in the capacity as a builder or developer, or in the capacity of a
sponsor of the Organization, or of an Insured affiliated with such a builder, developer or
sponsor, and which is related to actual or alleged misconduct on the part of such builder,
developer or sponsor, including but not limited to actual or alleged conflict of interest, self-
dealing, or disputes concerning conversion, construction or development.

5. Loss Exclusions: The Insurer shall not be liable to pay any Loss in connection with any Claim:

51 for any obligation of the Insured Organization to modify any building or property in order to
affect compliance with the Americans With Disabilities Act and any amendments thereto or
any similar federal, state or local statute, regulation, or common laws; or

5.2 for any actual or alleged liability of any Insured under any contract or agreement, express or
implied, written or oral, except for employment related obligations which would have attached
absent such contract or agreement;

Provided, however, that these exclusions shall not apply to the Insurer’'s duty to defend and to pay
Defense Costs.

6. Application Representations and Severability:

6.1 The Insureds represent that the statements and representations contained in the
Application are true and shall be deemed material to the acceptance of the risk or the
hazard assumed by the Insurer under this Policy. This Policy is issued in reliance upon the
truth of such statements and representations.

6.2 The Insureds agree that if the Application contains any material statements or
representations that are untrue, this Policy shall be void as to the Insured Organization and
any Insured Person who knew the facts that were not truthfully disclosed, provided that
such knowledge shall not be imputed to any other Insured Person.

7. Reporting Requirements:

71 The Insureds, as a condition precedent to their rights under this Policy, shall report every
Claim to the Insurer as soon as practicable from the date any Executive Officer has
knowledge of the Claim, and in no event later than ninety (90) days after the end of the
Policy Period.

7.2 Notice of any Claim, circumstance, or Wrongful Act shall be forwarded to Liberty
International Underwriters, 55 Water Street, 18™ Floor, New York, NY 10041 Attention:
Specialty Casualty Claims.

7.3 All notices under this Policy shall be sent in writing by mail, prepaid express courier, or
facsimile and shall be effective upon receipt thereof by the addressee.

8. Notice of Circumstance or Wrongful Act: If during the Policy Period or the Discovery Period
the Insureds become aware of any circumstance or Wrongful Act that reasonably may be
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10.

1.

12.

13.

expected to give rise to a Claim, and if such circumstance or Wrongful Act is reported to the Insurer
during the Policy Period in writing with details as to the nature and date of such circumstance or
Wrongful Act, the identity of any potential claimant, the identity of any Insured Person involved in
such circumstance or Wrongful Act, and the manner in which the Insureds first became aware of
such circumstance or Wrongful Act, then any Claim subsequently arising from such circumstance
or Wrongful Act shall be deemed under this Policy to be a Claim made during the Policy Period in
which the circumstance or Wrongful Act was first duly reported to the Insurer.

Limit of Liability:

9.1 The Insurer's maximum aggregate Limit of Liability for all Loss under this Policy shall be the
amount set forth in Item |l of the Declarations. Amounts incurred as Defense Costs shall be
in addition to the Limit of Liability.

9.2 All Claims arising from the same Wrongful Act or Interrelated Wrongful Acts shall be
deemed one Claim and subject to a single limit of liability. Such Claim shall be deemed first
made on the date the earliest of such Claims is first made, regardless of whether such date
is before or during the Policy Period.

9.3 With respect to all Claims deemed to have been made in a Policy Year, should the Limit of
Liability be exhausted by payment of Loss resulting from one or more of such Claims, the
Insurer’s duty to defend shall cease and any and all obligations of the Insurer hereunder shall
be deemed to be completely fulfilled and extinguished and the Insurer shall have no further
obligations hereunder of any kind or nature.

Retention: The Insurer shall be liable to pay only the amount of covered Loss in excess of the
applicable Retention amount set forth in Item IV of the Declarations. Such applicable Retention shall
be uninsured, shall not be applicable to Defense Costs and shall be borne by the Insured
Organization.

Allocation: If a Claim gives rise to Loss covered under this Policy and loss not covered under this
Policy, either because a Claim includes both covered and uncovered matters or both covered and
uncovered parties, the Insureds and the Insurer shall allocate such amount between covered Loss
and uncovered loss.

Other Insurance: If any Loss arising from any Claim is insured by other valid and collectible
insurance, then this Policy shall apply only in excess of the amount of any deductibles, retentions
and limits of liability under such other policy or policies, whether such other policy or policies are
stated to be primary, contributory, excess, contingent or otherwise, unless such other insurance is
written specifically excess of this Policy by reference in such other policy to this Policy's Policy
Number.

Discovery Period:

13.1 If the Insurer or the Parent Organization fails or refuses to renew this Policy or if the
Parent Organization cancels this Policy, any Insured shall have the right to an extension
of the coverage granted by this Policy following the effective date of such cancellation or
non-renewal. Such extension of coverage shall apply solely with respect to Wrongful
Acts taking place before the effective date of such cancellation or non-renewal.

13.2 If the Insurer refuses to renew this Policy the Discovery Period shall be the period of
ninety (90) days from the end of the Policy Period, and there shall be no charge for this
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Automatic Discovery Period of ninety (90) days. If prior to the end of the Automatic
Discovery Period the Parent Organization pays the Insurer an additional amount equal
to thirty-five percent (35%) of the annual premium of this Policy, the term of the Discovery
Period shall be extended for an additional twelve (12) months from the end of the
Automatic Discovery Period. Such Discovery Period Premium shall be deemed fully
earned as of such date. This extension shall not apply if this Policy is terminated by the
Insurer for failure to pay any premium when due.

13.3 If the Parent Organization fails or refuses to renew or cancels this Policy, the Parent
Organization may purchase a Discovery Period of twelve (12) month from the end of
the Policy Period, provided that the Parent Organization pays the Insurer an additional
amount equal to thirty-five percent (35%) of the annual premium of this Policy within thirty
(30) days of the end of the Policy Period. Such Discovery Period Premium shall be
deemed fully earned as of such date.

13.4 The extension of coverage for the Discovery Period shall not in any way increase the Limit
of Liability set forth in Item Il of the Declarations. For purposes of the Limit of Liability, the
Discovery Period is considered to be part of and not in addition to the last Policy Year.

14. Conversion to Automatic Run-off:

14.1 In the event of a Change in Control during the Policy Period, coverage under this Policy
shall continue until the end of the Policy Period, but only with respect to Claims for
Wrongful Acts taking place prior to the effective date of such Change in Control. The
entire premium for this Policy shall be deemed fully earned as of the effective date of such
Change in Control.

14.2 The Parent Organization shall give written notice of such Change in Control to the Insurer
as soon as practicable, together with such information as the Insurer may reasonably
require.

15. Subrogation: If the Insurer pays any Loss under this Policy, the Insurer shall be subrogated to the
extent of such payment to all rights of recovery thereof. The Insureds shall execute all papers
required and shall do everything that may be necessary to secure and preserve such rights,
including the execution of such documents necessary to enable the Insurer effectively to bring suit in
the name of the Insureds. The obligations of the Insureds pursuant to this Section 15 survive the
termination of the Policy Period.

16. Parent Organization as Authorized Representative: The Insureds agree that the Parent
Organization shall act on their behalf with respect to all matters under this Policy, including without
limitation the giving and receiving of notices hereunder, the payment or return of premiums, and the
negotiation and acceptance of endorsements.

17. Amendment, Assignment and Headings:
17.1  Any amendment to this Policy or assignment of an interest in this Policy, in whole or in part,
shall be effective only if made by endorsement to this Policy signed by an authorized

representative of the Insurer.

17.2 The headings to the provisions in this Policy, including those found in any endorsements
attached hereto, are provided for convenience only and do not affect the construction hereof.
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18.

19.

20.

21.

22,

23.

Territory: This Policy applies to Wrongful Acts occurring anywhere in the world, provided that a
Claim is brought against the Insured within the United States of America, its territories or
possessions or Canada.

Spousal Benefit: If a Claim against an Insured Person for a Wrongful Act otherwise covered
under this Policy includes a claim against his/her legal spouse where the claimant asserts such
claim by reason of spousal status or seeks to obtain recovery against property in which such spouse
has an interest, the amount which such spouse becomes legally obligated to pay in respect of such
Claim (including defense costs) shall be deemed the Loss and Defense Costs of such Insured
Person, and subject to this Policy’s terms, conditions, and exclusions. In any event, this extension
shall not cover any conduct or wrongful act committed by such legal spouse.

Estates and Legal Representatives: In the event of the death, incapacity, or bankruptcy of an
Insured Person, any Claim made against the estate, legal representatives, heirs, or the assigns of
such Insured Person for a Wrongful Act by such Insured Person shall be deemed to be a Claim
against such Insured Person.

Termination:

21.1  The Insurer may not cancel this Policy except for non-payment of premium when due. Such
cancellation shall be effective as of the inception date of the Policy Period.

21.2 The Parent Organization may cancel this Policy by sending notice of cancellation to the
Insurer. Such cancellation shall be effective on the date the Insurer receives such notice.
The Parent Organization may not cancel this Policy in anticipation of or after the effective
date of a Change in Control. In the event the Parent Organization cancels this Policy, the
Insurer shall retain the customary short rate premium. Payment of any unearned premium
by the Insurer shall not be a condition precedent to the effectiveness of cancellation but such
payment shall be made as soon as practicable.

21.3 If the Insurer elects not to renew this Policy, the Insurer shall provide the Parent
Organization with not less than sixty (60) days advance notice thereof.

Action Against Insurer:

22.1 No action shall be taken against the Insurer unless, as a condition precedent thereto, there
shall have been full compliance with all of the terms of this Policy, or the amount of the
Insureds' obligation to pay shall have been finally determined either by judgment against the
Insureds after actual trial, or by written agreement of the Insureds, the claimant and the
Insurer.

22.2 No person or organization shall have the right under this Policy to join the Insurer as a party
to any action against the Insureds, nor shall the Insurer be impleaded by the Insureds or
their legal representatives.

Definitions:

23.1 “Application” means all signed applications, including attachments and materials submitted
therewith or as a part thereof, or incorporated therein, for this Policy and for any policy in an
uninterrupted series of policies issued by the Insurer of which this Policy is a direct or indirect
renewal or replacement. All such applications, attachments, and materials are deemed
attached to and incorporated into this Policy.
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23.2 “Change in Control” means:

(c)

(d)

(e)

the acquisition by another entity of voting rights resulting in voting control by such
other entity of more than 50% of the outstanding voting rights representing the
present right to vote for election of directors or equivalent positions of the Parent
Organization,;

the merger of the Parent Organization into another entity such that the Parent
Organization is not the surviving entity, or the consolidation of the Parent
Organization with another entity; or

the loss of the Parent Organization’s not-for-profit tax status.

23.3 "Claim" means:

(a)
(b)

(c)

a written demand for monetary or non-monetary relief against an Insured;

the commencement of a civil or criminal judicial proceeding or arbitration against an
Insured;

the commencement of a formal criminal, administrative or regulatory proceeding or
investigation against an Insured, including any brought before the Equal
Employment Opportunity Commission or any similar state, local or territorial
governmental agency ; or

including any appeal therefrom. A Claim will be deemed first made on the date an Insured
receives a written demand, complaint, indictment, notice of charges, or order of formal
investigation.

23.4 "Defense Costs" means reasonable and necessary fees (including attorneys' fees and
experts' fees) and expenses incurred in the defense of a Claim and cost of attachment or
similar bonds, but shall not include the wages, salaries, benefits or expenses of any
directors, officers or employees of the Insured Organization.

23.5 "Discovery Period" means the period of time set forth in Section 13.

23.6 “Employment Practices Wrongful Act” means:

(@)

(b)

(c)
(d)
(e)
(f)
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wrongful dismissal or discharge or termination of employment, whether actual or
constructive;

discrimination, whether based upon race, sex, age, national origin, religion, sexual
orientation or disability;

sexual or other harassment in the workplace;
employment related misrepresentation;
violation of employment laws;

wrongful failure to employ, promote or grant tenure;
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23.7

23.8

23.9

23.10

23.11

23.12

23.13

(9) wrongful discipline;

(h) negligent evaluation;

(i) retaliation; and/or

)] failure to provide adequate workplace or employment policies or procedures.

Solely with respect to any Claim brought by or on behalf of any Third Party, Employment
Practices Wrongful Act means any actual or alleged, discrimination, sexual harassment or
violation of such Third Party’s civil rights in relation to such discrimination or sexual
harassment, whether direct, indirect, or unintentional, committed by an Insured Person in
his/her capacity as an Insured Person or by the Insured Organization.

"Executive Officer" means the president, chief executive officer, chief operating officer,
chief financial officer, managing director, any executive vice president and any equivalent
executive position of the Insured Organization.

“Fungi” means any form of fungus, including but not limited to yeast, mold, mildew, rust,
smut or mushroom, and any spores, mycotoxins, odors or any other substances, products, or
by products produced by, released by, or arising out of the current or past presence of fungi.

"Insolvency" means the status of the Insured Organization as a result of the appointment
of any receiver, conservator, liquidator, trustee, rehabilitator or similar official to control,
supervise, manage, or liquidate the Insured Organization, or the Insured Organization
becoming an insolvent debtor-in-possession.

“Insured(s)” means the Insured Persons and the Insured Organization. Insured(s) also
means any Property Manager, but only if the Property Manager is acting pursuant to the
written authority granted by the Parent Organization or on behalf of and at the direction of
the Parent Organization or any Subsidiary.

“Insured Organization" means any entity named in Item | of the Declarations and any
Subsidiary, including any such entity operating as a debtor-in-possession.

"Insured Person(s)”’ means one or more natural persons who were, now are, or shall
hereafter be duly elected or appointed directors, trustees, officers, employees, committee
members or volunteers of the Insured Organization, or, with respect to a Subsidiary
operating outside the United States, their functional equivalent, regardless of title. It also
means one or more natural persons who were, now are, or shall hereafter be duly elected or
appointed directors, trustees, officers, employees, committee members or volunteers of any
Property Manager, but only if such persons are acting within the scope of their employment
with the Property Manager and on behalf of the Parent Organization or any Subsidiary.

"Interrelated Wrongful Acts" means Wrongful Acts that have as a common nexus any
fact, circumstance, situation, event, transaction, cause or series of causally connected facts,
circumstances, situations, events, transactions, or causes.
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