NEPENTHE

STANDARDS AND PRACTICES FOR INSURANCE

Revised version adopted by the Board of Directors on September 4, 2019

The Board is ultimately responsible for selection of a qualified insurer.
These guidelines aim to assist the Board in overseeing risk management in
order to minimize claims and maintain adequate insurance coverage for the
protection of Nepenthe’s members and its assets. In doing so, this
document emphasizes the following are guidelines and reasonable
flexibility in achieving goals should be maintained. Three significant risks
are addressed: Nepenthe’s property (common areas), Nepenthe’s business
liability and business crime, and Nepenthe’s members’ units.

Legal advice should be acquired by the Board annually to review the
Board’s insurance decisions and ascertain compliance with California law.

1. Selection of the Agent/Broker - Identification and qualifications
1.1.Must have been in the property and casualty business for not less
than 5 years

1.2.Must have a current and valid California Property & Casualty license.

1.3.Must have a clean Department of Insurance record with no
violation(s) of the Insurance Code.

1.4.Must have Errors and Omissions insurance with limits of not less
than $1,000,000.

1.5.Must furnish a Certificate of Insurance.

1.6.Preference will be given to agents/brokers who can be accessible to
the Board in a timely manner.

1.7.Must annually issue evidence of insurance and insurance disclosure
to Nepenthe members as required by Insurance Code §1365 no later
than January 31°.
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2. Requests for Proposals (RFP) from industry insurers -The Board shall

determine annually at its April Board meeting, whether to solicit
proposals for insurance or continue with existing insurance providers for
the coming year. If the determination is to seek additional proposals,
the Insurance, Legal and Safety Committee will develop and submit to
the Board, specifications for inclusion in the insurance proposal bid
package. These recommendations will be submitted to the Board no
later than May 15. At its June regular meeting, the Board shall approve
the RFP specifications for management transmittal to qualified brokers
with a deadline of August 15" for replies to Nepenthe Association. The
Board at its September Board meeting shall select its insurer(s) and
transmit its decision to the successful bidder(s).

3. Coverage - The Board and management should ascertain that no gaps in
coverage will exist for insurance in any replies to Requests for Proposals
at its August regular meeting including, but not limited to:
3.1.Unit members’ coverage — Walls in (HO6) and Bare walls or outside

the interior walls
3.2.Nepenthe common area coverage of buildings and structures,
fixtures, completed additions, outdoor furniture, appliances,
3.3.Business Liability and Crime / Fidelity Coverage
3.4.Director and Liability Insurance with limits required by law
3.5.Auto Insurance
3.6.Deductible levels for each type of coverage
3.7.Workers Compensation
3.8.Flood Insurance



NEPENTHE

4. Nepenthe Facility Inspections and Communications-

4.1.Management will perform an annual risk assessment of Nepenthe
facilities, grounds, and amenities. Compliance with all State Statutes
pertaining to accessibility of handicap persons, fire codes, and other
statutes will be incorporated into this review. Management shall
involve risk management professionals, in this review.

4.2 Agent/Broker Communications- No less than once annually,
management shall conduct a meeting open to membership to explain
Nepenthe insurance coverage and homeowner/member
responsibilities. Management shall include agent/broker and other
professionals such as: risk management specialists, or State agencies as
necessary.

4.3 Management Inspections- Management will provide an annual risk
report of its findings to the committee and the Board at the September
Board meeting. An action plan for remediation of identified issues will
be included.

5. Claim Response and Handling —

5.1.Bodily Injury - Management will report any bodily injury, property or
casualty damage claims to the Agent/Broker and Board President.

5.2.Property Damage - Where claim(s) appear to be below the
deductible, the Board’s President and management should handle
claims internally in consultation with the agent/broker where
appropriate.

6. Insurance Requirements of California law. [Civil Code §§5800 to 5810)
Management shall verify annually that coverage meets the
requirements of California law.
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7.

Insurance Requirements for use of Common Area facilities by third

parties and members. No use of common area facilities should be

granted to other than member(s) or their guests as set forth in
Nepenthe’s Bylaws, Rules and Regulations. In renting common area
facilities for special use or events, the Manager shall require a “One Day
Event” policy with combined single limits and host liquor liability (if
alcohol is served or provided) with limits of not less than $1,000,000.00.
For regularly scheduled events attended by members such as Tai Chi,
Yoga, or water events, a vendor may either provide a “one Day Event”
policy as specified above or a Commercial General Liability policy with
limits of not less than $1,000,000.00 naming Nepenthe Association as an
additional insured.

Conflict of Interest Policy. [Corporations Code §7233] - Annual

execution of Conflict Policy by all Board members, Property Manager
employees engaged by the Property Manager or the Board, and others
as noted in [Exhibit “A”].
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Exhibit A —

NEPENTHE ASSOCIATION
Conflict of Interest Policy

It is in the best interest of Nepenthe Association (“Nepenthe”) to have its Directors,
Officers, and Management Company be aware of and properly address all possible conflicts of
interest. This Conflict of Interest Policy (“Policy”) is designed to help Board members, officers,
committee members, volunteers and management company employees who have regulatory
duties or are in a position to make decisions affecting Nepenthe to identify situations that
present possible conflicts of interest and to provide Nepenthe with a procedure whereby such
potential conflicts may be reviewed by the Board or an independent third person(s) when
necessary. This policy is intended to supplement but not replace any applicable state and
federal laws governing conflict of interest applicable to nonprofit and charitable organizations.
Nothing contained in this policy shall prevent Nepenthe from contracting with or engaging the
services of a person or entity with a conflict of interest so long as full disclosure of such conflict
is obtained prior to such contract or service.

1. Definitions.

a. A "Conflict of Interest" is any circumstance described in Section 2 of this Policy.

b. An "Interested Person" is any person serving as an officer, member of the Board of
Directors, staff or volunteer of Nepenthe, a management company engaged by
Nepenthe including its officers, directors or staff, or anyone else who is in a position of
control over Nepenthe who has a financial interest in a Contract or Transaction as
defined in paragraph 1.e.

c. A "Family Member" is a spouse, parent, child or spouse of a child, brother, sister, or
spouse of a brother or sister, of an Interested Person.

d. A "Material Financial Interest” is a financial interest of any kind, which, in view of all
the circumstances, is substantial enough that it would, or reasonably could, affect an
Interested Person’s or Family Member's judgment with respect to transactions to which
the entity is a party.

e. A "Contract or Transaction" is any agreement or relationship involving the sale,
purchase or provision of property, real or personal, goods, services, the providing or
receipt of a loan or grant, the establishment of any other type of financial relationship,
the execution of a contract, or the exercise of control over any person of any
organization to or from Nepenthe. The making of a gift to Nepenthe is not a Contract or
Transaction.

f. A “Gift, Gratuity or Entertainment” from or to individuals or entities occurs when the
person receiving or providing the gift/gratuity or entertainment/favor does so under
circumstances where it might be inferred that such action was intended to influence or
possibly would influence the Interested Person in the performance of his or her duties.
This does not preclude the acceptance of items of nominal or insignificant value or
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entertainment of nominal or insignificant value which are not related to any particular
transaction or activity of Nepenthe.

g. “Other Situations.” Any situation that may create the appearance of a conflict, or
present a duality of interests in connection with an Interested Person who has influence
over the activities or finances of Nepenthe. All such circumstances should be disclosed
to the Board and management’s staff, as appropriate, and a decision made as to what
course of action the organization or individuals should take so that the best interests of
Nepenthe are not compromised by the personal interests of an Interested Person.

2. AnInterested Person has or may have a Conflict of Interest if:

a. a Director, Officer, staff member, employee or volunteer representing Nepenthe or
any management company engaged by Nepenthe including a board member, partner,
or person with a financial interest (or family member of any of the foregoing) is a party
to a contract, or involved in negotiating a contract or any transaction with Nepenthe for
the purchase or sale of property, real or personal, goods, services or improvements to
Nepenthe property.

b. a Director, Officer, staff member, employee or volunteer, (or a family member of any
of the foregoing) or any management company including a board member, partner, or
person with a financial interest (or family member of any of the foregoing) engaged by
Nepenthe has a financial interest in a transaction between Nepenthe and an entity in
which the director, officer, staff or volunteer, or a family member of the foregoing, is a
director, officer, agent, partner, associate, employee, trustee, personal representative,
receiver, guardian, custodian, shareholder, or other legal representative.

c. a Director, Officer, staff member, employee or volunteer, (or a family member of the
foregoing) is engaged in some capacity or has a material financial interest in a business

or enterprise that competes with Nepenthe.

3. Procedures for Disclosure of Conflicts or Potential Conflicts.

a. Prior to Board or Committee action on a Contract or Transaction involving a Conflict
of Interest, an Interested Person having a Conflict of Interest and who is in attendance
at the meeting shall disclose all facts material to the Conflict of Interest. Such disclosure
shall be reflected in the minutes of the meeting. If Board members are aware that an
Interested Person has a conflict of interest, relevant facts should be disclosed by the
Board member or by the Interested Person him/herself either in writing or orally before
the Board for purposes of disclosure.

b. A Director or committee member who plans not to attend a meeting at which he or
she has reason to believe that the Board or committee will act on a matter in which the
person has a Conflict of Interest shall disclose in writing to the President and Board
members prior to the meeting all facts material to the Conflict of Interest. The President
shall report the disclosure at the meeting and the disclosure shall be reflected in the
minutes of the meeting.
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c. An Interested Person who has a Conflict of Interest shall not participate in or be
permitted to hear the Board's or committee's discussion of the matter except to disclose
material facts and to respond to questions. Such person shall not attempt to exert his or
her personal influence with respect to the matter, either at or outside the meeting.

d. An Interested Person who has a Conflict of Interest with respect to a Contract or
Transaction that will be voted on at a meeting shall not be counted in determining the
presence of a quorum for purposes of the vote.

e. No Interested Person having a Conflict of Interest may vote on the Contract or
Transaction and shall not be present in the meeting room when the vote is taken, unless
the vote is by secret ballot. Such person's ineligibility to vote shall be reflected in the
minutes of the meeting.

f. Interested Persons who are not members of the Board of Directors of Nepenthe or
who have a Conflict of Interest with respect to a Contract or Transaction that is not the
subject of Board or committee action, shall disclose to President or the President’s
designee any Conflict of Interest that such Interested Person has with respect to a
Contract or Transaction. Such disclosure shall be made orally and followed in writing as
soon as the Conflict of Interest is known to the Interested Person. The Interested Person
shall refrain from any action that may affect Nepenthe’s participation in such Contract
or Transaction.

g. In the event it is not entirely clear that a Conflict of Interest exists, any individual with
a potential Conflict of Interest shall disclose the circumstances to the President or
his/her designee, who shall determine whether full board discussion is warranted or
whether there exists a Conflict of Interest that is subject to this policy.

4. Confidentiality. Each director, officer, employee, volunteer and management company
staff member and employee shall exercise care not to disclose confidential information
acquired in connection with disclosures of Conflicts of Interest or potential conflicts,
which might be adverse to the interests of Nepenthe. Furthermore, directors, officers,
employees, volunteers and the management company shall not disclose or use any
information relating to the business of Nepenthe to the detriment of Nepenthe or for
their personal profit or advantage or the personal profit or advantage of their Family
Member(s).

5. Administration of Policy. Each Board member, staff, volunteer, and employees of the

management company shall be provided with and asked to review a copy of this Policy
and to acknowledge in writing that he or she has done so. .

a. Annually each director, officer, employee, volunteer and employees of the
management company shall complete a disclosure form identifying any relationships,
positions or circumstances in which he or she is involved that he or she believes could
contribute to a Conflict of Interest.

b. This policy shall be reviewed annually by the Board of Directors. Any changes to the
policy shall be communicated to all staff and volunteers and the management company.
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c. A copy of such written acknowledgment shall be maintained in the Nepenthe offices
and delivered electronically to the President

6. Acknowledgement of Conflict of Interest Policy. The undersigned hereby acknowledges
that he or she has read the Nepenthe Conflict of Interest Policy, has had an opportunity
to ask any questions that he or she may have about the policy, and understands and
agrees to comply with the policy.

Signature Date

Print Name Title
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