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HB 2780

Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 33-1228, Arizona Revised Statutes, is amended to
read:

33-1228. Termination of condominium and declaration

A. fExtept——<s—providedt—m——Subsectiom B —of—tihis—sSectiom, A
condominium AND ITS DECLARATION may be terminated only AS PRESCRIBED 1IN
THE DECLARATION, IF THE DECLARATION IS AVAILABLE, AND IF NOT AVAILABLE,
ONLY by THE agreement AND WRITTEN CONSENT of unit owners of units to which
at least eighty percent of the votes in the association are allocated, or
gy targer—percentage the dectaratiom specifies s otherwise prescribved—im
the—dectaratiom, except—

T~ 1in the case of a taking of all the units by eminent domain.
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ar—of—the—umits— T —the——Ccomdommium—<are Testricted—exctusivety —to
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B—A—CTondomimium created—onmor af ter—September—24; 2022 —may be
termimated—omty by agreement—of unmTtownmers of Ui ts to which ety =five
PETCEMt U —the—Vvotes T the —aSSUCiatiom dre artocated; o —dany TaTryeT
PETTENMtdyE the dectarationm Specifies, ©XCept ds provided T SUbSEction A,
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the—board—of—diTectors—of—the—gssociatiom —ShatT—CTOnMvene d  TEegutdar —oT
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PUTPOTtS tutrave the ayreementof gt teastthe percentaye of thevotes—m
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appHicabte,—or—any targer—percentage 1 requiTed; Sstatt—produce —and—make

avaitabte—to—the—umit—ownmers——copies of o signedTnotarized—statement—that

the—owmer—of—a unit—has executed—a termimatiomr agreement e persom o1

ggreed—to—thetermimatiom,—or—may produce thesigned—termimatiom ayreement
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except—that—theboard—may nmot—take actiom by writtemr conmsent—or—any other

method—that—does ot—providefor—amactuatmeetimy—that—s opemr—to—att—the

L A . - - . ) . - il il ). . L i |
urrrt OWNers. ATLY LETTIITTIat TOT ayrecielrt Lirtat [IN) recoraded wicnouc TuTl

compiance with this subsectiom s imvatid:

B. ANY AGREEMENT TO TERMINATE THE CONDOMINIUM DECLARATION MUST
CONTAIN THE REQUISITE NUMBER OF UNIT OWNERS' SIGNATURES AS PRESCRIBED IN
SUBSECTION A OF THIS SECTION AND THEIR PRINTED NAMES AND UNIT NUMBERS.
THE TERMINATION AGREEMENT SHALL BE SIGNED AND NOTARIZED BY THE PERSON OR
ENTITY PRESENTING THE TERMINATION AGREEMENT TO BE A TRUE COLLECTION OF
SIGNATURES OF OWNERS WHO HAVE READ THE TERMINATION AGREEMENT AND FREELY
AGREED TO ITS CONTENT. THE TERMINATION AGREEMENT MUST DESCRIBE THE
PROPOSED ORGANIZATIONAL STRUCTURE FOR MAKING DECISIONS AND MANAGING THE
COMMON PROPERTY, INCLUDING THE CONTINUED OBLIGATION OF ANY UNIT OWNER TO
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PAY ASSESSMENTS AND THE MAINTENANCE OF THE COMMON PROPERTY FOLLOWING
TERMINATION OF THE CURRENT DECLARATION. THE TERMINATION AGREEMENT MUST
CLEARLY STATE THAT THE TERMINATION AGREEMENT, ALONG WITH THE EXISTING
PLAT, WILL BECOME THE NEW DECLARATION FOR THE CONDOMINIUM. THE
TERMINATION AGREEMENT MUST SATISFY THE RELEVANT REQUIREMENTS OF SECTION
33-1215, BUT MAY NOT:

1. CHANGE THE VOTING RIGHTS OR ALLOCATED INTEREST OF THE UNIT
OWNERS AS PREVIOUSLY ESTABLISHED IN THE DECLARATION.

2. ADD OR ALTER A RESTRICTION ON THE USE OF PRIVATE OR COMMON
PROPERTY UNLESS REASONABLE NOTICE OF THAT RESTRICTION WAS PROVIDED IN THE
PREVIOUS DECLARATION.

C. ON NOTIFICATION THAT AN INDIVIDUAL OR ENTITY HAS OBTAINED THE
NECESSARY APPROVALS TO TERMINATE THE DECLARATION AND AFTER RECEIVING A
COPY OF THAT AGREEMENT, THE BOARD OF DIRECTORS SHALL CALL AND NOTICE A
SPECIAL OPEN MEETING OF THE BOARD PURSUANT TO SECTION 33-1248 TO BE HELD
AT LEAST FIFTEEN CALENDAR DAYS BUT NOT MORE THAN THIRTY CALENDAR DAYS
AFTER THE DATE OF THE NOTIFICATION. AT THE MEETING CALLED FOR THAT
PURPOSE, THE INDIVIDUAL OR ENTITY PRESENTING THE TERMINATION AGREEMENT
MUST PROVIDE THE ORIGINAL SIGNED AND NOTARIZED TERMINATION AGREEMENT TO
THE BOARD OF DIRECTORS. ANY UNIT OWNER PRESENT AT THE MEETING MUST BE
PROVIDED THE OPPORTUNITY TO SPEAK BEFORE A VOTE OF THE BOARD TO RATIFY THE
TERMINATION AGREEMENT. THE BOARD OF DIRECTORS SHALL CONFIRM THAT THE
TERMINATION AGREEMENT CONTAINS THE APPROVAL OF THE REQUISITE NUMBER OF
UNIT OWNERS, AND IF NO LEGITIMATE REASON HAS BEEN PRESENTED TO DELAY THE
RATIFICATION, THE BOARD MUST RATIFY THE AGREEMENT. ONCE RATIFIED, THE
ASSOCIATION MUST TAKE THE ACTIONS NECESSARY TO PREPARE FOR AND RECORD THE
TERMINATION AGREEMENT WITHIN FIFTY DAYS AFTER THE DATE OF RATIFICATION.

D. An agreement to terminate shall be evidenced by the execution or
ratifications of a termination agreements— in the same manner as a deedT

by —theTeguisite—mumber—of—umit—ownmers—The—termimatiomr—ayreement—sta 1

specify o date—after—whitch—the—<aygreement—witt—be—void—umtess Tt
recordedbefore that—date. A termination agreement and all ratifications
of a termination agreement shall be recorded in each county in which a
portion of the <condominium 1is situated and is effective only on
Tecordatior RECORDING AND SUBSEQUENTLY PROVIDING EVERY UNIT OWNER A COPY
OF THE RECORDED DOCUMENT.

F—Atermimatiom ayreement—may provide that—att—the commometements
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g ts—of —the—comdomimium—Stat T be SoTd—fortowing—termimation.——1f;
puUTSUaTt —to the —agreement;, any Tedr estate T the condomimiuom TS to be
sotd—fottowimg—termimatiom, —the—termimatiom agreement—Stat—Set—forth—the

mimimum—terms—of thesate:
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i —FoHrows e FoT—t ; .

—the——associatiomr——as —trustee—for—the—thotders—of——at+— mterest—m—the
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with—att—powers it hadbeforetermimation—Proceeds of the sate shatt—be
tstributed—toumit—ownmers and—THenmhotders—as—their—imterests may appear;
fm—proportiom—to—theTespective Tmterests—of—unmit—owners —as provided—im
subsectionm— T —of—this——section—Ymtess—otherwise ——specified—im—the
termimatiom agreemeEnTt,—aSs ToNy dSs the aSssociatiom hotds titteto—the Tedt
EState, Each umitownmer —and—the unmit—oOwnmer S SUCCTESSOTS 1m 1mterest—ave

amexciusive Tight—tooccupancy of —the portiom of —the Teat estate—that

formerty ——constituted—the—umit—ownmers—unit—Durimg—the—period—of—that
OCCUPANTy, ©dCh Uit OwWnmer and —the SuCTeSSoTS 11T Tmterest—Temaim T iabte
for—att—assessments amd—other—obtigations Tmposed—om umnit—ownmers by this
chapter—or—the dectaratiom:

6 E. Tf—theTregt—estateconstitutimyg—the comdomimiom s ot—to—be

sotd  Following termination, title to all the real -estate 1in the
condominium vests in the unit owners on termination as tenants in common
in proportion to their respective interests as provided in subsectiomrT—of

this——sectiom,—amd— enrs—om—the—umts—stift—accordimgty THE TERMINATED

DECLARATION. #hTte—thetemancy T commom exists, edcth umit—ownmer —amnd—the

U Tt OWITET S SUCTESSUTS T TMterest—ave am exXciusTve T1yirt—to—ocTupancy
S . : 3 | : 3 . .
owmers—umrits EACH UNIT OWNER MAY SELL THE UNIT OWNER'S INTEREST IN THE
INDIVIDUAL UNIT, ITS REAL ESTATE AND THE UNIT OWNER'S INTEREST IN THE
COMMON PROPERTY AS A SINGLE PARCEL THAT IS SUBJECT TO THE RECORDED

TERMINATION AGREEMENT.
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SaTe Uf TEd estate; together—with the assets of theassociatiom, are herd
by—tihe—<associatiomas trusteefor—umit—ownmers and—hotders of —+Hiens om—the
UmTts—as their—inmterests may appedr.  ToTTowing termimatiom, creditors——of
the——<associatiom—hotdimg— T enrs—om—the—umits —that—were Trecorded—before
termimatiom may enforcethose tiens T the Same mamTer—das dany T emotder

t—Fhe—Tespective —imterests—of—unmit—owners —Treferred—to—im
subsections G anmd—Hof—this Sectiomare as fortowsT

t—fExtept——as provided—mparayraph 2 of —this —subsectiom,—the
respective Tmterests of —unmit—owners are the fair—market—vatues of —theiT
UM tS,  TmT tedComMmUT e temeTtS  and CoOmmoTT e rEmMeETt T teTeS tsTmmediatety
before—the—termimatiom,—their—pro —Tata —Share —of —any momies 1T tie

gSSUCTatiom S TESErve fund —amd—the operatimyg —accoumt —and—am additiomat
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SRty days af ter diStributiomr—to—the—umit—ownmer—— ATy Uit OWImer —Tmay
14

the—umit—owmers depemdeTt—appTraisal amoumt—differs from—tte

gssoCTationm s independent—appraisar amount by five percent—or—tess,; the

trgher—appraisat—Ts fimat I the—totat—amoumt—of——compensatiomowed—as

determimed—by —the —Seconmd—appraiser—Ts more tham five percent—higher—tian

the—amoumt—determimed—by —the—associatiom s appraisers the unit—owmer—stat

I e n e — L e n cosn s L Cra — 1
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arbitratiom—associatiom —and—unmder—the—Tutes of —that—<aSsocidgtiom dt —the

gsSocCTatiom s —expense and——the—arbitratiom—amounmt—s—the—fimat——ate

amounmtT—AS part—of the —arbitratiomr—process,; —the —appraisers shatt—futty

tisttose—their——appraisat methodotogies anmd—Shart—disctose —any otier

tramsactiomr—oCTTuUTT Iy betweemr —the buyer—anmd—the —Serters. AT ddditionat
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o Hf—anmy umirt—or—any Himited—commom e tement s destroyed—to—the

extenmt—that—am appraisar—of the fairmarket—vatue of —the unit—or——etement

before—destructiom—camuot—bemade;,—the—mterests—of—att—umit—owmers —are

. — 3 . . e ;

LETTTTat Torr.

F. FOLLOWING TERMINATION OF THE CONDOMINIUM, ALL FINANCIAL ASSETS
AND LOANS OR CONTINUING OBLIGATIONS OF THE PREVIOUS CONDOMINIUM
ASSOCIATION, IF ANY, TRANSFER TO THE OWNERS IN COMMON AS ORGANIZED UNDER
THE TERMINATION AGREEMENT.

G. RECORDING THE TERMINATION AGREEMENT EXTINGUISHES ALL OF THE
FOLLOWING:

1. THE DECLARATION AND ALL AMENDMENTS, EXCEPT THE PLAT DEFINING THE
REAL ESTATE.

2. THE PREVIOUS CONDOMINIUM ASSOCIATION HOWEVER ORGANIZED AND ANY
POWER OR AUTHORITY OF ITS BOARD OF DIRECTORS. IF THE CONDOMINIUM
ASSOCIATION WAS INCORPORATED, THE BOARD OF DIRECTORS IS RESPONSIBLE TO
TAKE ANY ACTIONS REASONABLY NECESSARY TO TERMINATE THE CORPORATION
PURSUANT TO TITLE 10 BEFORE RECORDING THE TERMINATION AGREEMENT.

3. ALL OTHER CONDOMINIUM  DOCUMENTS, INCLUDING  ARTICLES  OF
INCORPORATION, BYLAWS, RULES AND DESIGN CONTROL STANDARDS.

4. ALL EXISTING CONTRACTS ENTERED INTO BY THE PREVIOUS CONDOMINIUM
ASSOCIATION, WITHIN THE TERMINATION CLAUSES OF THOSE CONTRACTS.

5. ALL OUTSTANDING FINES, PENALTIES OR FEES THAT ARE APPLIED TO
INDIVIDUAL UNITS BY THE PREVIOUS CONDOMINIUM ASSOCIATION, OTHER THAN
COMMON EXPENSE ASSESSMENTS.

6. ALL NONCOMMON EXPENSE ASSESSMENT LIENS ESTABLISHED BY THE
PREVIOUS CONDOMINIUM ASSOCIATION ON INDIVIDUAL UNITS.

H. FOLLOWING TERMINATION, THE COMMUNITY IS DEEMED TO SATISFY THE
DEFINITION OF A CONDOMINIUM IN SECTION 33-1202 AND REMAINS SUBJECT TO THE
PROTECTIONS AND OBLIGATIONS OF THIS CHAPTER. THE RECORDED TERMINATION
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AGREEMENT, ALONG WITH THE PREVIOUSLY RECORDED PLAT, BECOMES THE NEW
DECLARATION FOR THE PROPERTY.

g I. Except as provided in subsection ® J of this section,
foreclosure or enforcement of a Tien or encumbrance against the entire
condominium does not of itself terminate the condominium, and foreclosure
or enforcement of a 1lien or encumbrance against a portion of the
condominium does not withdraw that portion from the condominium.
Foreclosure or enforcement of a lien or encumbrance against withdrawable
real estate does not of itself withdraw that real estate from the
condominium, but the person taking title may require from the association,
on request, an amendment excluding the real estate from the condominium.

K- J. If a Tlien or encumbrance against a portion of the real
estate comprising the condominium has priority over the declaration, and
the 1lien or encumbrance has not been partially released, the parties
foreclosing the 1lien or encumbrance, on foreclosure, may record an
instrument excluding the real estate subject to that lien or encumbrance
from the condominium.

L 1 . c L — 1= = o 2 L 93 c —_r
L. e pProviIsTUOITS Ul SUUSECLLTUITS L, Iy a, T, J daltd N Ul LITTS

SECLIOm WU Mot apply Tf the origimal deciaration, dam amendment —to —tie

OT Ty g r—dectarationm Tecorded—before —the Tonveyance of —any Unmit —to —an
. . . U , e
COMtaims provisTions Tnconsistent withthese subsections:

M— B PPN . : 3 .

that—comfHct—with—subsectiom I paraygraph—t—of—this Sectiom are void—as d

matter—ofpubtcpoticy:

K. A PERSON OR ENTITY MAY PURCHASE THE ENTIRE CONDOMINIUM PROPERTY
BY ACQUIRING TITLE FROM ALL UNIT OWNERS AND TENANTS IN COMMON, IF ANY, BY
NEGOTIATING THE PURCHASE OF EACH PROPERTY AND EITHER TERMINATING THE
DECLARATION OR WITHOUT TERMINATING THE DECLARATION. ON COMPLETING THE
PURCHASE OF THE ENTIRE CONDOMINIUM PROPERTY, THE PURCHASER MAY RECORD A
DOCUMENT TO TERMINATE THE DECLARATION FOR THE CONDOMINIUM AND ANY
AMENDMENTS TO AND RESTATEMENTS OF THE DECLARATION, AND THE CONDOMINIUM IS
THEREBY TERMINATED.

Sec. 2. Section 33-1241, Arizona Revised Statutes, 1is amended to
read:

33-1241. Qrganization of unit owners' association

A unit owners' association shall be organized mo NOT Tater than the
date the first wunit 1in the condominium is INITIALLY conveyed. The
membership of the association at all times shall consist exclusively of
all the unit owners or, following termination of the condominium, of all
former unit owners emtitiedt—to distributions of procesds under—section
3312285 or their heirs, successors or assigns. The association shall be
organized as a profit or nonprofit corporation or as an unincorporated
association.
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Sec. 3. Section 33-1253, Arizona Revised Statutes, 1is amended to
read:

33-1253. Insurance

A. Commencing not later than the time of the first conveyance of a
unit to a person other than a declarant, the association shall maintain,
to the extent reasonably available, both:

1. Property insurance on the common elements insuring against all
risks of direct physical loss commonly insured against or, as determined
by the board of directors, against fire and extended coverage perils. The
total amount of insurance after application of any deductibles shall be
not less than eighty per——temt PERCENT of the actual cash value of the
insured property at the time the insurance 1is purchased and at each
renewal date, exclusive of land, excavations, foundations and other items
normally excluded from property policies.

2. Liability insurance in an amount determined by the board of
directors but not Tess than any amount specified in the declaration,
covering all occurrences commonly insured against for death, bodily injury
and property damage arising out of or in connection with the use,
ownership or maintenance of the common elements.

B. To the extent available, the insurance maintained under
subsection A, paragraph 1 of this section, if determined by the board,
includes the units or any portion of those units but need not include
improvements and betterments installed by unit owners or the personal
property of unit owners.

C. If the insurance described in subsection A of this section is
not reasonably available, the association promptly shall cause notice of
that fact to be hand-delivered or sent prepaid by United States mail to
all unit owners. The declaration may require the association to carry any
other insurance, and the association in any event may carry any other
insurance it deems appropriate to protect the association or the unit
owners.

D. Insurance policies carried pursuant to subsection A of this
section shall provide the following:

1. Each unit owner 1is an 1insured person under the policy with
respect to 1Tiability arising out of tis THE PERSON'S idinterest 1in the
common elements or membership in the association.

2. The 1insurer waives 1its right to subrogation under the policy
against any unit owner or members of tris THE UNIT OWNER'S household.

3. No act or omission by any unit owner, unless acting within the
scope of fris THE UNIT OWNER'S authority on behalf of the association, will
void the policy or be a condition to recovery under the policy.

4. If, at the time of a 1loss under the policy, there 1is other
insurance 1in the name of a unit owner covering the same property covered
by the policy, the association's policy provides primary insurance.



00O NOoOYOr B WN

A BRA AP POLOWOWLOWMWWWWWWWRNDNDNPDRNPPNPDPNDMNDPNDNNNRRRRRRRRFRR P&
OO PR WNNFRPRFOOWONOOOPNA,WNREFRFOOWONIOOTAODNWNREROWOWOONODOODNWNR O W

HB 2780

E. Any Tloss covered by the property policy under subsection A,
paragraph 1 and subsection B of this section shall be adjusted with the
association, but the insurance proceeds for that loss are payable to any
insurance trustee designated for that purpose, or otherwise to the
association, and not to any mortgagee or beneficiary under a deed of
trust. The insurance trustee or the association shall hold any insurance
proceeds in trust for unit owners and Tienholders as their interests may
appear. Subject to the—provisioms—of subsection H of this section, the
proceeds shall be disbursed first for the repair or restoration of the
damaged property, and unit owners and Tlienholders are not entitled to
receive payment of any portion of the proceeds unless there is a surplus
of proceeds after the property has been completely repaired or restored,
or the condominium is terminated.

F. An insurance policy issued to the association does not prevent a
unit owner from obtaining insurance for fris THE UNIT OWNER'S own benefit.

G. An insurer that has issued an 1insurance policy under this
section shall issue certificates or memoranda of insurance to the
association and, on written request, to any unit owner, mortgagee or
beneficiary under a deed of trust. The insurer issuing the policy shall
not cancel or refuse to renew it until thirty days after notice of the
proposed cancellation or nonrenewal has been mailed to the association,
each unit owner and each mortgagee or beneficiary under a deed of trust to
whom a certificate or memorandum of insurance has been issued at their
respective Tast known addresses.

H. Any portion of the condominium for which insurance is required
under this section which AND THAT 1is damaged or destroyed shall be
repaired or replaced promptly by the association unless any of the
following apply:

1. The condominium is terminated.

2. Repair or replacement would be illegal under any state or Tlocal
health or safety statute or ordinance.

3. Eighty per——cemt PERCENT of the unit owners, including every
owner of a unit or allocated Timited common element whith THAT will not be
rebuilt, vote not to rebuild.

I. The <cost of repair or replacement in excess of insurance
proceeds and reserves 1is a common expense. If the entire condominium 1is
not repaired or replaced:

1. The insurance proceeds attributable to the damaged common
elements in proportion to their common element interests or as otherwise
provided in the declaration shall be used to restore the damaged area to a
condition compatible with the remainder of the condominium.

2. The insurance proceeds attributable to wunits and allocated
limited common elements which are not rebuilt shall be distributed 1in
proportion to their common element interests or as otherwise provided in
the declaration to the owners of those units and the owners of the units

_7_
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to which those Timited common elements were allocated, or to Tienholders
as their interests may appear.

3. The remainder of the proceeds shall be distributed to all the
unit owners or lienholders as their interests may appear in proportion to
the common element interests of all the units.

J. If the unit owners vote not to rebuild any unit, that unit's
allocated interests are automatically reallocated on the vote as if the
unit had been condemned under section 33-1206, subsection A, and the
association promptly shall prepare, execute and record an amendment to the
declaration reflecting the reallocations.

K. Notwithstanding the—provisions—of subsections H, I and J of this
section, sectiom—33=1228—gouvernms the distributiom—of insurance proceeds
SHALL BE DISTRIBUTED IN PROPORTION TO THE UNIT OWNERS' RESPECTIVE
INTERESTS IN THE CONDOMINIUM AS PRESCRIBED IN THE TERMINATED DECLARATION
if the condominium is terminated.

L. If all units are restricted to nonresidential wuse, the
provisions of a subsection or paragraph of this section do not apply if
the declaration, articles of incorporation or amended bylaws contain
provisions inconsistent with such subsection or paragraph.

M. This section does not prohibit the declaration from requiring
additional or greater amounts of insurance coverage or does not prohibit
the board of directors from acquiring additomat ADDITIONAL or greater
amounts of coverage as it reasonably deems appropriate.
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