RIDER TO SECURITY INSTRUMENT – CME
ADDITIONAL PROVISIONS FOR
LOANS ORIGINATED ON OR AFTER JULY 1, 2011
(Revised 6-30-2011)

[THIS RIDER IS REQUIRED FOR CME LOANS WHICH ARE ORIGINATED ON OR AFTER JULY 1, 2011 EXCEPT FOR LOANS WHICH ARE DOCUMENTED USING THE NEW LOAN AGREEMENT.  FOR LOANS WHICH ARE DOCUMENTED ON THE LOAN AGREEMENT, THIS RIDER IS NOT REQUIRED, REGARDLESS OF WHEN SUCH LOANS ARE ORIGINATED.]
The following changes are made to the Instrument which precedes this Rider:

A.
The following definition is deleted from Section 1:

“Restoration”

B.
The following definitions are added to Section 1:

“Aggregate Carrier Exposure” means:

(i)
For each individual carrier providing Hazard Insurance, one of the following:

(A) 
The sum of the required building coverage limits and required business income/rental value Insurance if such coverage is provided by specific Insurance or a policy covering only the Mortgaged Property.

(B) 
The blanket Insurance or master program limit if such coverage is provided by a Blanket Insurance Policy or master program from a single carrier.

(C) 
The total limit provided by the carrier in all layers in which the carrier participates if such coverage is provided by a Blanket Insurance Policy or master program with more than one carrier participating with layered limits.

(ii) 
For each individual carrier providing liability Insurance pursuant to Section 19(a)(ii) or as otherwise required by Lender, one of the following:

(A) 
The total aggregate limits (general liability plus excess/umbrella) if such coverage is provided by specific Insurance or a policy covering only the Mortgaged Property.

(B) 
The total aggregate limits (general liability plus excess/umbrella) if such coverage is provided by liability Insurance for multiple properties or a master program from a single carrier.

(C) 
The total limit provided by the carrier in all layers in which the carrier participates if such coverage is provided by an individual policy, liability Insurance policy for multiple properties or a master program with more than one carrier participating with layered limits Blanket Insurance Policy or master program with more than one carrier participating with layered limits.

“Blanket Insurance Policy” is defined in Section 19(h).
“HVAC System” is defined in Section 19(a)(v).
“Insurance” means Hazard Insurance, liability insurance and all other insurance that Lender requires Borrower to maintain pursuant to this Instrument.

“Lender’s Discretion” means Lender’s reasonable discretion unless otherwise set forth in this Instrument.

“NFIP” is defined in Section 19(a)(iv).
“Replacement Cost” means the estimated replacement cost of the Improvements, Fixtures, and Personalty (or, when used in reference to a property that is not the Mortgaged Property, all improvements, fixtures, and personalty located on such property), excluding any deduction for depreciation, all as determined annually by Borrower using customary methodology and sources of information acceptable to Lender in Lender’s Discretion. Replacement Cost will not include the cost to reconstruct foundations or site improvements, such as driveways, parking lots, sidewalks, and landscaping. 
 “Restoration” is defined in Section 19(i).
“SFHA” is defined in Section 19(a)(iv).

“Windstorm Coverage” is defined in Section 19(a)(ix).

C.
Section 19 is deleted in its entirety and replaced with the following:

                                             19.
Property and Liability Insurance. 
(a)
Hazard and Other Insurance. At all times during the term of this Instrument, Borrower will maintain, at its sole cost and expense, for the mutual benefit of Borrower and Lender, the following Insurance coverages:

(i)
All-Risks of Physical Loss. Insurance against any peril included within the classification “All Risks of Physical Loss” in amounts not less than the Replacement Cost of the Mortgaged Property. In all cases where any of the Improvements or the use of the Mortgaged Property will at any time constitute legal non-conforming structures or uses under applicable legal requirements of any Governmental Authority, the policy referred to in this Section 19 will include “Ordinance and Law Coverage,” with “Loss to the Undamaged Portion of the Building,” “Demolition Cost” and “Increased Cost of Construction” endorsements, in the amount of coverage required by Lender and will either include a “Time Element” endorsement or the business income/rental value Insurance for the Mortgaged Property will be endorsed to cover income/rent loss arising out of any increased time necessary to repair or rebuild the Mortgaged Property due to the enforcement of any zoning laws.
(ii)
Commercial General Liability. Commercial general liability Insurance on an occurrence-based policy form that insures against legal liability resulting from bodily injury, property damage, personal injury and advertising injury, and includes contractual liability coverage and any and all claims, including all legal liability (to the extent insurable) imposed upon Borrower and all Attorneys’ Fees and Costs arising out of or connected with the possession, use, leasing, operation, maintenance or condition of the Mortgaged Property with a combined limit of not less than $2,000,000 in the aggregate and $1,000,000 per occurrence; umbrella or excess liability coverage with minimum limits in the aggregate and per occurrence of $1,000,000 in coverage for each story of the Improvements with a maximum required coverage of $8,000,000 (provided, however, that if the Indebtedness is $3,000,000 or less and the Improvements have 3 stories or fewer, then no umbrella or excess liability coverage is required); and if the Borrower owns, leases, hires, rents, borrowers, uses, or has another use on its behalf a vehicle in conjunction with the operation of the Mortgaged Property, vehicle liability Insurance of not less than $1,000,000 per occurrence. The maximum per occurrence deductible or self-insured retention, or combined deductible or self-insured retention, for all coverage required under this Section 19 (a)(ii), will not exceed $35,000.
(iii)
Business Income/Rental Value. Business income/rental value Insurance for the Mortgaged Property in an amount equal to at least the estimated gross Rents attributable to the Mortgaged Property for 12 months (18 months when (A) the Improvements have 5 or more stories, or (B) at all times during which the Indebtedness is equal to or greater than $50,000,000) based on gross Rents for the immediately preceding year and otherwise sufficient to avoid any co-insurance penalty; coverage will include a 90-day extended period of indemnity if (X) the Improvements have 5 or more stories, or (Y) the Indebtedness is equal to or greater than $25,000,000. The waiting period for this coverage will not exceed 72 hours.
(iv)
Flood. If any portion of the Improvements is located within an area identified by the Federal Emergency Management Agency (or any successor) as a special flood hazard area (“SFHA”), flood Insurance in an amount equal to the greater of the following:

(A) 
The maximum flood Insurance available under the National Flood Insurance Program (“NFIP”) for each building within a SFHA.

(B) 
The sum of the following for each building within a SFHA being insured: 
(1) 
The Replacement Cost of all areas of the Improvements below grade.

(2) 
The Replacement Cost of the bottom two stories (above grade) of the Improvements.

(3) 
Any additional coverage dictated by the nature of the Mortgaged Property as determined by Lender in Lender’s Discretion. 
Such coverage may be purchased through excess carriers if the required coverage exceeds the maximum Insurance available under the NFIP.
(v)
Boiler and Machinery. If the Mortgaged Property contains a central heating, ventilation and cooling system (“HVAC System”) where steam boilers and/or other pressurized systems are in operation and are regulated by the Property Jurisdiction, Insurance providing coverage for damage to the HVAC System or other portions of the Mortgaged Property, if the damage is the result of an explosion of steam boilers, pressure vessels or similar apparatus now or hereafter installed at the Mortgaged Property, with minimum limits at least equal to the Replacement Cost of the building housing the HVAC System, including the Replacement Cost of the HVAC System.
(vi)
Terrorism. Insurance coverage required under Section 19(a)(i) through (iii) will cover perils of terrorism and acts of terrorism. Such coverage may be provided through one or more separate policies, which will be on terms (including amounts) consistent with those required under Section 19(a)(i) through (iii).
(vii)
Builder’s All Risk. During any period of Restoration, builder’s “All Risk” Insurance (including fire and other perils within the scope of a policy known as a “Causes of Less – Special Form” or “All Risk” policy) in an amount at least equal to 100% of the sum of the contract or contracts and all materials to complete the Restoration (as determined by Lender in Lender’s Discretion).

(viii)
Earthquake. If Lender requires earthquake Insurance, the amount of coverage will be equal to the greater of the following:

(A) 
$1,000,000.

(B) 
150% of the difference between the following items:

(1) 
The Replacement Cost of the Mortgaged Property multiplied by the probable maximum loss for the Mortgaged Property, as determined by a Site Specific Seismic Report.

(2) 
The Replacement Cost of the Mortgaged Property multiplied by the projected loss with a 20% probable maximum loss. 
Lender will not require earthquake Insurance if the probable maximum loss for the Mortgaged Property is less than 20%. If any updated reports or other documentation are reasonably required by Lender in order to determine whether such additional Insurance is necessary or prudent, Borrower will pay for all such documentation at its sole cost and expense. 

(ix)
Windstorm. If windstorm and/or windstorm related perils and/or “named storms” (“Windstorm Coverage”) are excluded from the “All Risks” policy required under Section 19(a)(i), Borrower will obtain separate coverage for such risks, either through an endorsement or a separate policy. Windstorm Coverage will be written in an amount equal to 100% of the Replacement Cost. Business income/rental value Insurance required under Section 19 (a)(iii) will be in force for all losses covered by Windstorm Coverage.
(x)
Other. Such other Insurance against loss or damage with respect to the Improvements and Personalty located on the Mortgaged Property as required by Lender (including liquor/dramshop and Mold Insurance) provided such Insurance is of the kind for risks from time to time customarily insured against and in such minimum coverage amounts and maximum deductibles as are generally required by institutional lenders for properties comparable to the Mortgaged Property or which Lender may deem necessary in Lender’s Discretion.
All Insurance required pursuant to Section 19(a)(i) and Section 19(a)(iii) through (x) will be referred to as “Hazard Insurance.”

(b)
Deductibles. The Insurance required pursuant to Section 19(a)(i), (v), (vi), (vii) and (ix) will have a per occurrence deductible meeting the following requirements:

(i) 
The deductible will not exceed $50,000 if the Replacement Cost of the Mortgaged Property is less than $10,000,000.

(ii) 
The deductible will not exceed $75,000 if the Replacement Cost of the Mortgaged Property is equal to or greater than $10,000,000.

(iii)
For Windstorm Coverage the deductible will not exceed 5% of the Replacement Cost if the Mortgaged Property is located (1) in Florida, or (2) within 50 miles of the coast of any East Coast or Gulf Coast state. 
(iv)
For flood Insurance provided under the NFIP, the deductible will comply with the NFIP deductible for the type of improvement insured.

(c)
Payment of Premiums. All Hazard Insurance premiums or premiums for other Insurance required by Lender under Section 19 will be paid in the manner provided in Section 7, unless Lender has designated in writing another method of payment. 

(d)
Policy Requirements. All policies will be in a form approved by Lender. All policies of Hazard Insurance will include a standard non-contributing, non-reporting mortgagee clause in favor of, and in a form approved by, Lender. All policies for general liability Insurance will contain a standard additional insured provision, in favor of, and in a form approved by Lender. If any policy referred to in this Section 19 contains a coinsurance clause, such coinsurance clause will be offset by an agreed amount endorsement in an amount not less than the Replacement Cost. All Insurance policies and renewals of Insurance policies required by this Section 19 will be for such periods as Lender may from time to time require. Unless required otherwise by state law, all policies of Hazard Insurance will provide that the insurer will notify the named mortgagee in writing at least 10 days before the cancelation of the policy for nonpayment of the premium or nonrenewal and at least 30 days before cancelation for any other reason.
(e)
Evidence of Insurance; Renewals. Borrower will deliver to Lender a legible copy of each Insurance policy (or duplicate original), and Borrower will promptly deliver to Lender a copy of all renewal and other notices received by Borrower with respect to the policies. Borrower will ensure that the Mortgaged Property is continuously covered by the required Insurance policies and will deliver to Lender evidence acceptable to Lender in Lender’s Discretion that the policy has been renewed not less than 15 days prior the expiration date of any Insurance policy. If the evidence of renewal does not include a legible copy of the renewal policy (or duplicate original), Borrower will deliver a legible copy of each renewal policy (or duplicate original) in a form satisfactory to Lender in Lender’s Discretion no later than the earlier of (i) 60 days after the expiration date of the original policy, or (ii) the date of any Notice to Lender under Section 19(i). 
 (f)
Insurance Company Rating Requirements. Borrower will maintain the Insurance coverage described in this Section 19 with companies acceptable to Lender having the following ratings:

(i) 
A rated claims paying ability rating of at least “A-” for financial strength or its equivalent by A.M. Best Company.

(ii) 
A financial size rating or its equivalent by A.M. Best Company of at least one of the following:

(A) 
“VII” for companies with an Aggregate Carrier Exposure of $5,000,000 or less.

(B) 
“VIII” for companies with an Aggregate Carrier Exposure greater than $5,000,000 and less than or equal to $25,000,000.

(C) 
“IX” for companies with an Aggregate Carrier Exposure greater than $25,000,000 and a rated claims paying ability of at least one of the following:

(1) 
“A-” or its equivalent by Fitch, Inc.

(2) 
“A-” or its equivalent by Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc.
(3) 
“A3” or its equivalent by Moody’s Investors Service, Inc.
All insurers providing Insurance required by this Instrument will be authorized to issue Insurance in the Property Jurisdiction. 
(g)
Compliance With Insurance Requirements. Borrower will comply with all Insurance requirements and will not permit any condition to exist on the Mortgaged Property that would invalidate any part of any Insurance coverage required under this Instrument.

(h)
Blanket Insurance; Master Program. Borrower may provide Insurance coverage described in this Section 19 under a blanket insurance policy or master program which provides one “per occurrence” (per peril) limit of coverage for two or more properties (“Blanket Insurance Policy”) provided that each of the following conditions is met:

(i) 
The Blanket Insurance Policy is acceptable to Lender in Lender’s Discretion.

(ii) 
The coverages under the Blanket Insurance Policy meet the requirements of this Section 19.
(iii) 
Borrower will provide evidence acceptable to Lender in Lender’s Discretion that the per occurrence limit of the Insurance coverages provided by the Blanket Insurance Policy will be no less than the Replacement Cost of the property with the largest replacement cost exposure covered by the Blanket Insurance Policy unless a higher amount is required by Lender in Lender’s Discretion.
(iv) 
The maximum per occurrence deductible for the Blanket Insurance Policy providing property damage coverage and/or Windstorm Coverage is as follows:
	Aggregate Replacement Cost of the covered properties
	Maximum per occurrence deductible

	$5,000,000 or less
	$50,000

	Greater than $5,000,000 but less than or equal to $7,500,000
	$75,000

	Greater than $7,500,000
	1% of the Replacement Cost of the covered properties (to a maximum of $250,000)


However, if the Blanket Insurance Policy provides Windstorm Coverage and the Mortgaged Property is located (A) in Florida, or (B) within 50 miles of the coast of any East Coast or Gulf Coast state, then the maximum per occurrence deductible for Windstorm Coverage will not exceed 5% of the aggregate Replacement Cost of the covered properties. 
(v) 
The minimum umbrella or excess liability coverage required if the Blanket Insurance Policy provides commercial general liability Insurance is as follows:

	Number of properties covered by the policy[image: image1.png]



	Number of stories in any of the covered properties[image: image2.png]



	Minimum umbrella or excess liability

	2 to 3[image: image3.png]



	3 or fewer[image: image4.png]



	$3,000,000[image: image5.png]




	2 to 3[image: image6.png]



	More than 3[image: image7.png]



	$10[image: image8.png]


,000,000
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 or fewer
	$5,000,000[image: image11.png]
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,000,000

	6 to 10[image: image15.png]
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 or fewer
	$7[image: image17.png]


,000,000

	6 to 10[image: image18.png]



	More than 3[image: image19.png]



	$15,000,000[image: image20.png]




	11 to 19[image: image21.png]



	3[image: image22.png]


 or fewer
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,000,000

	11 to 19[image: image24.png]



	More than 3[image: image25.png]



	$20,000,000[image: image26.png]




	20 or more[image: image27.png]
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 or fewer
	$15[image: image29.png]


,000,000

	20 or more[image: image30.png]
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,000,000


(i)
Obligations Upon Casualty; Proof of Loss. 
(i)
In the event of loss, Borrower will give immediate written notice to the Insurance carrier and to Lender. 
(ii)
Borrower authorizes and appoints Lender as attorney in fact for Borrower to make proof of loss, to adjust and compromise any claims under policies of Hazard Insurance, to appear in and prosecute any action arising from such Hazard Insurance policies, to collect and receive the proceeds of Hazard Insurance, to hold the proceeds of Hazard Insurance, and to deduct from such proceeds Lender’s expenses incurred in the collection of such proceeds. This power of attorney is coupled with an interest and therefore is irrevocable. However, nothing contained in this Section 19 will require Lender to incur any expense or take any action. Lender may, at Lender’s option, take one of the following actions:

(A) 
Require a “repair or replacement” settlement, in which case the proceeds will be used to reimburse Borrower for the cost of restoring and repairing the Mortgaged Property to the equivalent of its original condition or to a condition approved by Lender (“Restoration”). If Lender determines to require a repair or replacement settlement and to apply Insurance proceeds to Restoration, Lender will apply the proceeds in accordance with Lender’s then-current policies relating to the Restoration of casualty damage on similar multifamily properties.
(B) 
Require an “actual cash value” settlement in which case the proceeds may be applied to the payment of the Indebtedness, whether or not then due. 

(iii)
Subject to Section 19(j), Borrower may take the following actions:

(A)
If a casualty results in damage to the Mortgaged Property for which the cost of Repairs will be $_______ or less, Borrower will have the sole right to make proof of loss, adjust and compromise the claim and collect and receive any proceeds directly without the approval or prior consent of Lender so long as the Insurance proceeds are used solely for the Restoration of the Mortgaged Property.

(B)
If a casualty results in damage to the Mortgaged Property for which the cost of Repairs will be more than $_______ but less than $_______, Borrower is authorized to make proof of loss and adjust and compromise the claim without the prior consent of Lender, and Lender will hold the applicable Insurance proceeds to be used to reimburse Borrower for the cost of Restoration of the Mortgaged Property and will not apply such proceeds to the payment of the Indebtedness.
[THE BLANK IN (A) AND FIRST BLANK IN (B) MUST BE COMPLETED WITH THE AMOUNT THAT IS THE GREATER OF (1) 0.5% OF THE LOAN AMOUNT AND (2) $50,000, ROUNDED TO THE NEAREST $1,000, NOT TO EXCEED $200,000.]
[THE SECOND BLANK IN (B) MUST BE COMPLETED WITH THE AMOUNT THAT IS FOUR (4) TIMES THE AMOUNT OBTAINED BY THE CALCULATION ABOVE.]
(j)
Right to Apply Insurance Proceeds to Indebtedness. Lender will have the right to apply Insurance proceeds to the payment of the Indebtedness if Lender determines, in Lender’s Discretion, that any of the following conditions are met:

(i)
An Event of Default (or any event, which, with the giving of Notice or the passage of time, or both, would constitute an Event of Default) has occurred and is continuing. 

(ii)
There will not be sufficient funds from Insurance proceeds, anticipated contributions of Borrower of its own funds or other sources acceptable to Lender to complete the Restoration. 

(iii)
The rental income from the Mortgaged Property after completion of the Restoration will not be sufficient to meet all operating costs and other expenses, deposits to reserves and Loan repayment obligations relating to the Mortgaged Property.

(iv)
The Restoration will not be completed by the earlier of (A) at least one year before the Maturity Date (or 6 months before the Maturity Date if re-leasing of the Mortgaged Property will be completed within such 6 month period) or (B) the expiration of the business interruption coverage. 

(v)
The Restoration will not be completed within one year after the date of the loss or casualty.

(vi)
The casualty involved an actual or constructive loss of more than 30% of the fair market value of the Mortgaged Property, and rendered untenantable more than 30% of the residential units of the Mortgaged Property.

(vii)
After completion of the Restoration the fair market value of the Mortgaged Property is expected to be less than the fair market value of the Mortgaged Property immediately prior to such casualty (assuming the affected portion of the Mortgaged Property is relet within a reasonable period after the date of such casualty).

(viii)
Leases covering less than 35% of the residential units of the Mortgaged Property will remain in full force and effect during and after the completion of Restoration. 

(k)
Succession to Insurance Policies. If the Mortgaged Property is sold at a foreclosure sale or Lender acquires title to the Mortgaged Property, Lender will automatically succeed to all rights of Borrower in and to any Insurance policies and unearned Insurance premiums and in and to the proceeds resulting from any damage to the Mortgaged Property prior to such sale or acquisition.

(l)
Payment of Premiums After Application of Insurance Proceeds. Unless Lender otherwise agrees in writing, any application of any Insurance proceeds to the Indebtedness will not extend or postpone the due date of any monthly installments referred to in the Note, Section 7 of this Instrument or change the amount of such installments.

(m)
Assignment of Insurance Proceeds. Borrower agrees to execute such further evidence of assignment of any Insurance proceeds as Lender may require.
D.
Loans Equal to or Greater than $25,000,000.    If the Rider to Security Instrument (CME) – Additional Provisions for Loans Equal to or Greater than $25,000,000 (the “$25MM Rider”) is attached to the Instrument, then Item 1 of the $25MM Rider is hereby deleted and replaced with the following:
1.
Intentionally deleted.
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