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DECLARATION ESTABLISHING THE
ISLAND MEDICAL CENTER CONDOMINIUM

" THIS DECLARATION (the “Declaration”) is made by the SKAGIT COUNTY
PUBLIC HOSPITAL DISTRICT NO. 2, a Washington municipal corporation, and
CHALLENGE DEVELOPMENTS II, L.L.C., a Washington limited liability company, to
submit the property hereinafter described to the Condominium Act of the State of Washington
(Revised Code. of Washington, Chapter 64.34) as the ISLAND MEDICAL CENTER
CONDOMINIUM: -

1. DEFINITION

1.1 Words Deﬁ_ti-ed_.__ _For the purposes of this Declaration and any amendments hereto,
the following deﬁnitidhs-'s_ha__ll..apply.

111 “tﬁe__:A(;t’__’ means the Washington condominium act (Revised Code of
Washington, Chapter 64.34); as'amended from time to time.

1.1.2 “Associaitibn’__" means the association of Unit Owners as defined in
RCW 64.34.300 and designated herein'as the Island Medical Center Condominium Association.

1.1.3  “Board of Directors” and “Board” means the individuals selected by the
Declarants or elected by the Association'to manage and administer the Property in accordance
with the Bylaws of the Association, this Declaration and the Act, after the Declarants or its
managing agent no longer provide such management, - .

1.1.4 “Building” has the meanjhg set fO'I".th;i.l’_l Section 2.2 below.

1.1.5 “Bylaws” means the Bylaws of the_iAéélociation as initially promuigated by
the Declarants, and as amended from time to time, which with this Declaration provide for the
organization of the Association and for the administration of the Property.

1.1.6 “Challenge” means Challenge Developrjhénts 11, LLC

1.1.7 “Condominium” means the development Whlch -iS:_.the. subject of this
Declaration and that is known as the Island Medical Center Condominium. .-~

1.1.8  “Declarants” means the Skagit County Public Hospital [f_)::i_.stri"ct No. 2 and
Challenge Developments II, L.L.C.. S e

1.1.9  “District” means Skagit County Public Hospital District N02 o

1.1.10 “Island Hospital” means the general acute care hospital and"l.'el_é.feci_l_‘_: L
facilities operated by the District and located and 1211 25™ Street, Anacortes, Washington. .-~
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o 1.1.11 “Island Hospital Building” means the primary building facility of Island
_ -“Hospltal located at 1211 25™ Street, Anacortes, Washington and physically connected to the
" Building as described below in Section 2.3.

' 1 1.12 “Land” has the meaning set forth in Section 2.1 below.

1 113 “Mortgagee” means the secured party under a mortgage, deed of trust, or
other real property security interest, including a sellers’ interest in a real estate contract, covering
a Unit or other portion or all of the Property. Mortgagee of the Unit refers to the mortgagee of a
Unit pursuant to a mortgage which was recorded simultaneous with or after the recordation of
this Declaratxon ) -

1.1.14 “Mortgagor includes the grantor under a mortgage, deed of trust and the
purchaser on a real estate contract

1.1.15 “Property means the Land and Building and the respective leasehold and
fee estates in the same. -

1.1.16 “Survey Map‘ anci::_jPl_ans” means the survey map and the set of plans to be
filed simultaneously with this Declaration showing the location, boundaries and other
information relating to the land, the buildings and the Units, as required by the Act.

1.1.17 “Unit” means “un'it”'_es defined in RCW 64.34.020(31) and the boundaries
of a Unit shall be consistent with RCW 60.34.204 except as provided for in Section 4.2.1 below.

1.1.18 “Unit Owner” or Owner rneans “Umt Owner” as defined in
RCW 64.34.020(32). :

12 Formof Words. The singular form of \IJVOII'tiS“S.hall include the plural and the
plural shall include the singular. Masculine, feminine, and other neuter pronouns shall be used
interchangeably. "

1.3 Statutory Definitions. Unless otherwise clear from the context, words defined in
the Declaration have the same defined meaning as in the Act. Some of the terms defined above
are also defined in RCW 64.34. The definitions in this Declaration are not intended to limit or
contradict the definitions in the Act. If there is any inconsistency or conﬂlct the deﬁmtlon in the
Act will prevail. . R

II. DESCRIPTION OF LAND, BUILDING AND LEASE

2.1 Description of Land. The “Land” is the land legally descrlbed on “Exh1b1t “A”
attached hereto and incorporated herein by this reference. R e

2.2 Building. The “Building” means the single building owned in fee by the _
Declarants and located on the Land, containing two floors with two Units on the main level
(Units 101 and 102) and one Unit on the lower level (Unit LL1). The location of the Bulldlng,
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the fnufnber and location of the Units, the immediate common elements to which each Unit has
~"access, and the number of stories of the Building are shown on the Survey Map and Plans
" recorded simultaneously herewith and incorporated herein by reference.

' 2.3 " Connecting Hallways to Island Hospital Building. The main level of the Building
is oonnected to the Island Hospital Building by the two hallways (and related foundation,
exterior. walls and roof) as depicted on the Survey Map and Plans and further described in the
Reciprocal Easement Agreement, recorded of even date herewith. The connections are hallways
that allow access to and from the Building and the Island Hospital Building. Pursuant to the
Reciprocal Easement Agreement, the Association and the District have addressed responsibilities
for maintenance, repair and replacement of the two connections. Any expense incurred by the
Association pursuant to"said 'agreement will be a common expense and included as part of the
assessments set forth in Artlcle XIII below.

2.4 Unit 101 Walkwav Easement As identified on the Survey Map and Plans and
further described in the Unit 101 Walkway Easement Agreement, recorded of even date
herewith, Challenge has granted an casement for walkway access through Unit 101 of
approximate four (4) feet in width and total area of approximately nine hundred forty five (945)
square feet in favor of the District. and the Association. The actual location of the walkway
access may be adjusted from time to time as agreed by Challenge, the District and the
Association but shall always be (i) of sufficient size to allow for future use in a manner generally
consistent with the use as of the time of Declaration, and (ii) in compliance with applicable law,
including without limit, the Americans with Disabilities Act.

2.5  Leasehold Condominium. The Land is subject to a Amended and Restated
Ground Iease Agreement between the District, as‘Landlord and the District and Challenge,
collectively as Tenants, an entire copy or memorandum of which is recorded of even date
herewith at Skagit County Auditor’s No. 2000340 | 2¢ (the"‘Lease”) The obligations and
liabilities of the Tenants under the Lease are based on thelr respectlve percentage interests in the
Condominium as further described in Section 5.1. - .

2.5.1 A complete copy of the Lease is availab'fe'fer ins:fp.'ection at the offices of
the District located at 1211-24th Street, Anacortes, WA 98221-2590. o

2.5.2 The Lease, as revised and restated, has a term thﬂt exp_i_re"s.on
May 31, 2057. The Unit Owners have no right to renew the Lease or to ex-ténd'the term thereof.

2.5.3 The legal description of the Land 1s as set forth on EXhlblt ‘A” referenced
in Section 2.1, above. : L

2.54 The Unit Owners have no right to redeem the Landlord’s reverswnary
interest under the Lease. Upon the expiration or earlier termination of the Lease, the™ -
Condominium shall terminate and all improvements shall belong to and be owned by the __
District, as Landlord. The Unit Owners shall have no right to remove any 1mpr0vements upon
the expiration or carlier termination of the Lease.

Declaration Establishing the Island Medical 4 ~MIIWWMIMM»“W“\LIM“W“«M o
Center Condominivuimn
20060314 0

03/10/06{DWB619925.DOC;8/06989.045010/}
Skagit County Auditor

3/14/2008 F’age 4 of 43 2:51PM




2.5.5 The District, as Landlord, the Unit Owners, and the Association agree that
_ -"the Agssociation shall collect the proportionate rents and other sums owed pursuant to the Lease
" from the Unit Owners according to their interests and timely remit to the Landlord all sums
collected pursuant to the Lease. In the event any Unit Owner fails to timely remit to the
Association all sums owed pursuant to the Lease, the Association and the other Unit Owners
shall have no-obligation to advance any sums to satisfy the deficiency owed to the District, as
Landlord, as-4 result of the non-paying Unit Owner. If the Association or a Unit Owner
advances any sum to the District, as Landlord, as a result of the non-paying Unit Owner, then
said sum shall be collectible as set forth in Article XIV, below. The Unit Owners understand and
acknowledge that in‘the event of a default in the payment of any sum owed pursuant to the
Lease, the District, ds La_ndl()_rd, may terminate the Lease, which in turn will terminate this
Condominium. The District, as Landlord, the Unit Owners, and the Association further agree
that the Association shall be the sole representatlve of the Unit Owners on all matters relating to
or involving the Lease. = © . :

2.5.6 The:.interestéfof the District, as Landlord, are separate and distinct from
and shall not merge with the interests of the District as a Unit Owner.

2.5.7 The Declai‘ail'fs.ahifl?: b'y virtue of this Declaration, the Unit Owners
acknowledge that certain rights are reserved to the District as Landlord in the Lease, including
without limit:

2.57.1 the right"'t(_)' approve all improvements or alterations to the
Property in an amount that éxceeds Twenty Five Thousand Dollars (825,000);

2.5.7.2 therightto appere all leases or sublcases of any portion of the
Property, including any portion of a Unit; -~ ..

2.5.7.3 theright to approve any"ekeeptidns to the permitted use and
limitations on use of the Building and Land and

2.5.7.4 the right to approve the 1mp031t10n of any assignment, deed of
trust, mortgage or encumbrance upon or affectmg any rlghts in the Lease or in the
Property. .

III. COMMON ELEMENTS

31 General. The common elements are all portions of the Property other than the
Units and the limited common elements, subject to the limitations and provisions of thls
Declaration. For example, the common elements generally include landscaping; entry way, floor
penetrating columns, structural supports, roof, unfinished structural or load bearing walls; -
hallways, stair wells, bathrooms, ventilation and air conditioning system, exhaust-fans, electncal
system, domestic water, wastewater system, sprinkled fire suppression system, schrity system,
telecommunications facilities, and phone until such systems or services enter (a) a Unit or (b) the _
utility service rooms that are limited common elements designated for each Unit. ) .
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.+~ 3.2  Mechanical Room. The mechanical room located on the lower level and as
identified on the Survey Map and Plans is a common element for the benefit of all Units. The

" Owner of Unit LL1 shall provide reasonable access to said mechanical room to the Declarants,
Association and other Unit Owners as reasonably necessary for emergencies or to inspect, repair,
replace or maintain common elements.

1V. LIMITED COMMON ELEMENTS

4.1+ lelted Common Elements. The limited common elements are those described in
the Act, those set out on'the Survey Map and Plans, and those set forth below, and are reserved
for the exclusive use of Units to which they are assigned. Easements for this exclusive use are
hereby granted and established. Except as provided in Section 4.3 below, following the
recording of this Declaration, the Survey Map and Plans, seventy five percent (75%) of the Unit
Owners, including the Owner of the Unit to which the limited common element will be assigned
or incorporated, must agree to reallocate a common element as a limited common ¢lement or to
incorporate a common element.or 4 limited common element into an existing Unit. Such
reallocation or incorporation shall be reflected in an amendment to the Declaration, Survey Map,
or Plans. The limited common: elements dre as designated on the Survey Map and Plans, and as
established by the Act. ' :

4.2  Specific Limited Comrr__lo'h _El_éxilehts.

4.2.1 Above the Ceiling. . The area of the interior of the Building between the
ceiling elevations of each Unit as depicted on the Suryey Map and Plans and below the concrete
separating the floors is a limited common element.assigm;d_to the Unit immediately below such
space. : o

422 Roof Surface. The surface of the roof may be assigned as limited common
elements for the purpose of locating telecommunications equipment, if one of the Declarants
exercises certain reserved rights, as set out in this Declaration, and the Survey Map and Plans. If
one of the Declarants exercises the reserved right set forth herein, no puncturing of any
component of the roof shall be allowed for purposes of locating equipment on the surface of the
roof as set forth herein, unless unanimously approved by the Board. The Board reserves the right
to impose such terms and conditions as it deems appropriate, in its sole discretion, associated
with any approval to puncture any component of the roof for the purpose of locatmg equipment
thereon. L

4.2.3 Units 101 and 102 Parking. A total of one hundred ten ('.l"lO)_parking
spaces in the parking lot identified in the Survey Map and Plans are assigned. as limited common
elements to Units 101 and 102; provided however that the Declarants, other Unit Owners and the
Association shall have access to such parking spaces if necessary for emergencies or to 1nspect
repair, replace or maintain common elements. Units 101 and 102, on a proportlonate basis
according to the percentage interests on the main level, are solely responsible for the repalr and
maintenance of the identified parking spaces. O
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424 Unit LL1 Parking. A total of six (6) parking spaces in the parking lot
o 1dent1ﬁed in the Survey Map and Plans are assigned as limited common elements to Unit LL1;
" provided however that the Declarants, other Unit Owners and the Association shall have access
to such parking spaces if necessary for emergencies or to inspect, repair, replace or maintain
common elements. Unit LL1 is solely responsible for the repair and maintenance of the
1dent1ﬁed parklng spaces

4 2 5 Elevator and Stairwells. The elevator and stairwells providing access to
the lower level of the Condominium are limited common elements assigned to the Unit LL1;
provided however that the Declarants, other Unit Owners and the Association shall have
reasonable access to the elevator and stairwells if necessary for emergencies or to inspect, repair,
replace or maintain common elements. Unit LL1 shall be solely responsible for the repair and
maintenance of the ele_vat_or and. stairwells.

4.2.6 Mis'cenllaneoué Patios, balconies, doors leading to patios, and balconies
are limited common elements appurtenant to the Unit with which the limited common element is
associated.

43 Reallocation. Except for a reallocatlon made pursuant to development rights
reserved by the Declarants, the Board, with the. approval of affected Unit Owners if required by
the Act, may, as provided in RCW 64, 34 228(2) ‘add or reallocate common elements and limited
common ¢lements.

V. UNiT INFOR_MA’I_'ION
5.1 Unit Location, Approximate Size and Pereentage of Undivided Interest in

Common Elements and Expense. Set out below is. 1nformat10n for cach of the three (3) Units
created by this Declaration: :

Percentage of: Undivided Interest,

Approx. Voting, and Sharing of Common
Unit No. Floor Sq. Ft. Expense and-of Common Elements
LL1 Lower Level 13580 D 34.84%
101 Main Level 15750 L 40,40
102 Main Level 9630 S 24.76%

Total 38980 100.00%.

5.2 Undivided Interest. The percent of undivided interest for voting:and for sharing
of common expenses of the Association is based on the approximate relative square feet of all
Units. This percentage applies to all purposes under the Act for which the percentage interest is
used as a reference or basis of determination, including the relative percentage of all Umts of the
total votes, the ownership in the common elements, and the obligation to pay cormnon expenses

53 Owners of Units. Pursuant to the agreement of the Declarants, and foll-ow_ln_'g:the _
creation of the Condominium and recordation of deeds trar~“~ing fee interests, the Ou'}'nei*s_ of .- -
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'the ‘Units shall be follows: Unit LL1 shall be owned by the District; and Units 101 and 102 shall
= be owned by Challenge.

5 4~ Unit 102. Unit 102 is created as an airspace unit. The Owner of Unit 102,
Challenge shall have the right to construct improvements in that airspace. Prior to the
commencement of construction to complete Unit 102, Challenge shall prepare an amendment to
the Declaration, mcludlng amendments to the Survey Map and Plans associated with Unit 102,
and submit _them to the Board for its review and approval. Following construction of Unit 102,
the Declaration and the Survey Map and Plans shall be amended to: conform the actual
boundaries of Unit 102, consistent with the type of boundaries associated with Units LL1 and
101; and, if necessary reallocate the interests in Section 5.1 to conform to the actual area of
Umt 102. If Unit 102 is not constructed within forty eight (48) months of the date of this
Declaration, the Deola_rat_lon shall.be amended to eliminate Unit 102 and revise the allocated
interests in Section 5.1 dccordinigly.

" VI. USAGE

6.1 Office Use. The Property isrestricted to the uses set forth in the Lease and not
requiring more parking spaces than available under current zoning and building regulations. No
portion of the Condominitum may be used for_ residential purposes.

6.2  Parking Area. There are.a total of one hundred sixteen (116) parking spaces in
the parking areas of the Condominium, as identified on the Survey Map and Plans. Parking areas
are restricted to use for daily parking of operative automobiles, pick ups, motorcycles and the
like for Unit Owners, employees, patients, business invitees of Unit Owners and the like. Large
vehicles and trucks may use the parking area temporarily for loading and unloading. Long-term
and overnight parking is not permitted, except as approved in-advance by the Board or the
Manager. The Board may require removal of any inoperative or unsightly vehicle, and any other
equipment or item not parked or stored in accordance with the Declaration or the Bylaws, and if
the item (including a vehicle) is not removed after notice to. the party reasonably believed
responsible for the item (which may include posting the noticé on'the item) the Board may
remove the item at the risk and expense of the owner of that item. The use of all parking areas is
also subject to rules and regulations adopted by the (i) Owners of Units 101 and 102 for those
parking spaces assigned to such Units as limited common elements pursiiant to Section 4.2.3, (i)
Owner of Unit LL1 for those parking spaces assigned to such Unit as 2 l1m1ted common element
pursuant to Section 4.2.4, or (iii) the Association. L -

6.3  Driveways, Walkways, Etc. Driveways, walks, walkways and other peortions of
the common elements used for access shall be used exclusively for normal ingress and egress
and no obstructions shall be placed therein unless permitted by the Board or by rules and
regulations adopted for the Association.

6.4  Uses Affecting Insurance. Unless the Board consents in writing, the' Umt Owners
shall not permit anything to be done or kept in the Units or in the common or limited ¢common . ..
elements which will (a) increase the insurance premiums for the Condominium or (b) result n
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‘the cancellation of insurance on any part of the Condominium. The Board shall not agree to
- cancellation of the Condominium insurance coverage unless substitute coverage as provided for
“"in this Declaration is obtained. In evaluating whether to provide consent, the Board shall
consider as one of the factors whether the Unit Owner agrees to reimburse the Association for
the increase in' insurance COSts.

6.5 Offenswe Activity. No noxious or offensive activity shall be carried on in any
Unit or common or limited common elements nor shall anything be done therein which may be
or become an annoyance or nuisance to the Unit Owners, or which would be in violation of any
laws. :

6.6  Signs. All signs shall comply with this Declaration and with the rules and
regulations adopted by the Board, which may require all signs be (a) part of a common entry-
way structure, and (b) of 'siniilar-'si'ze shape, and color.

6.7  Leasing Umt Any {ease or rental agreement of a Unit, or any portion thereof,
must be in writing and be subject to the requirements of the Lease, Declaration, Bylaws, rules,
regulations or decisions of the Bo a;rd No Umt or any portion thereof, may be leased or rented
for less than 30 days. S

VIL 0WNER_S.--A__SSQCIATION AND VOTING

7.1 Organization. The Assoé’iaﬁon shall be organized as a non-profit corporation
pursuant to RCW 24.06 et. seq. no later than the date the first Unit is conveyed. The
membership of the Association at all times shall co.n’sist‘ek-clusively of all the Unit Owners.

7.2 Name of Association. The name of the Assomatlon shall be the “Island Medical
Center Condominium Association.” e

7.3 Membership. All Unit Owners shall corisfi_tute_ the inembership of the
Association, as provided by the Act. Natural persons, partnerships, municipal corporations,
corporations, trusts or other lawful business entities may own or, have Ownershlp interest in
Units. : :

7.4  Voting Power. The total voting power of all Owners shall'be 100 votes, which
may be assigned in fractions of up to two (2) decimal places, and the total number of votes
available to the Owners of any one Unit shall be as set out in Article V. If a person; corporation
or firm owns more than one Unit, he, she or it shall have the votes for each Umt owned

7.5  Voting Agent. If only one of the multiple Owners of a Un1t 1s.pres__en__t at _a_-
meeting of the Association, the Owner is entitled to cast all the votes allocated to.that Umt It
more than one of the multiple Owners are present, the votes associated to that Unit may be cast
only in accordance with the agreement of a majority in interest of the multiple Owners. The -
votes of any Unit may not be split. There is majority agreement if any one of the multiple -~ -+ ©
Owners cast the votes allocated to that Unit without protest being made promptly to the’person’ -~
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" 'presudmg over the meeting by any of the other Owners of the Unit. In the event of a deadlock
= among Owners of a Unit, such Unit Owners shall have no vote at that meeting.

7 6 - Proxies. Votes allocated to a Unit may be cast pursuant to a proxy duly executed
bya Umt Owner If a Unit is owned by more than one person, each Owner of the Unit may vote
or register protest to the casting of votes by the other Owners of the Unit through a duly executed
proxy.-A Unit Owner may not revoke a proxy given pursuant to this section except by actual
advance notlce of revocation to the person presiding over a meeting of the Association. A proxy
is void if it'is not dated or purports to be revocable without notice. Unless stated otherwise in the
proxy, a proxy temunates eleven months after its date of issuance.

7.7 Umts Owned bv Association. No votes allocated to a Unit owned by the
Association may be cast, and in determining the percentage of votes required to act on any
matter, the votes alloe'{'cited 10 UnitS"'-owned by the Association shall be disregarded.

7.8 Mortgagee The Owners of a Unit may pledge their vote regarding special
matters to a Mortgagee of the Umt In'the event the Owner or Owners have pledged their vote
regarding special matters to a Mortgagee and if in addition a copy of such mortgage with a
statement of the special items respecting which the vote is pledged is filed with the manager or
Board, only the vote of the Mortgagee or its agent will be recognized in regard to the special
matters upon which the vote is so pledged. Amendments to this paragraph shall only be effective
on the written consent of all the voters and their respective Mortgagees, if any.

7.9  Voting Requirement for Action by the Unit Owners/Association. Unless
otherwise set forth in this Declaration, a vote of seventy five percent (75%) of the total votes of
the Association is required to approve any action' of the Unit Owners/Association.

VIIIL. QUORUM MEETINGS

8.1 Quorum. The presence at any meeting of Unlt Owners or their agents having
seventy five percent (75%) of the total votes shall constitute a-quorui. In the event that a
quorum is not present at any meeting, the Owners present, though less than a quorum, may
adjourn the meeting to a later date and give notice thereof to all the Owners in accordance with
the notice provisions of the Declaration. Unless otherwise expressly provided in this
Declaration, any action may be taken at a meeting of the Owners, at which a quorum is present,
upon the affirmative vote of seventy tive percent {75%) of the total votes of the Assocmtlon

8.2  Annual Meeting. There shall be an annual meeting of the Owners each year at
such reasonable place and time as may be designated by written notice of the Board delivered to
the Owners not less than ten (10) days nor more than sixty (60) days prior to the date fixed for
said meeting. At the annual meeting, the Board shall present a financial statement of the
Association and a report itemizing receipts and disbursements for the preceding twelve (12)
months, the allocation thereof to each Unit, and the estimated common expenses for the connng
year. A copy of the financial statement and report shall be delivered to any Unit Owner .+ i
requesting one. The financial statement of the Association shall be audited annually, unless the o
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‘audit is waived annually by Unit Owners to which at least seventy five percent (75%) of all votes
" ar¢ aHocated. A Unit Owner at the Unit Owner’s own expense, may at any reasonable time
make an audlt of the books of the Board and manager.

8 3 : S__pecml Meetings. Special meetings of the Unit Owners may be called as
prOVIded in the Act.

IX. NOTICES

Any notice permitted or required to be delivered as provided herein shall or may be
delivered either personally.or by first-class mail. If delivery is made by mail, such notice shall
be deemed to have been delivered on the third business day after a copy of the notice has been
deposited in the United States mail, postage prepaid, addressed to the person entitled to such
notice at the address given by such'person to the Board, in writing, for the purpose of service of
such notice. Notice to a Unit Owner shall be sufficient if mailed to the Unit of such Unit Owner
if no other mailing address has been given in writing to the Board. Notice to be given to the
Board may be given to DeClaraIifcs until such time as the Association and Board have been
constituted and thereafter shall be given to the chair or to the secretary of the Board. The notice
of any meeting shall state the time and place of the meeting and the items on the agenda to be
voted on by the members, including thé géneral nature of any proposed amendment to the
Declaration or Bylaws, changes in the prevmusly approved budget that result in a change in
assessment obligations, and any proposal to'remove a director or officer.

X. BOARD OF THE ASSOCIATION:
COMPOSITION, ELECTION, RIGHTS AND
POWERS OF DECLARANTS

10.1 Composition and Care Required. The Board of the Association shall be
composed of four (4) members and during the period of Declarant control the board members
shall be appointed as follows: The District shall fill Board Position No. 1 and Board Position
No. 2, and Challenge shall fill Board Position No. 3 and Board' Posmon No. 4. The Board shall
act in all instances on behalf of the Association. In the performance of their duties, the officers
and members of the Board are required to exercise: (a) if appointed by the Declarants, the care
required of fiduciaries of the Unit Owners; or (b} if elected by the-Unit Owriers, ordinary and
reasonable care. The terms of the four Board Positions shall be as sef forth in the Bylaws, and
may be staggered. A quorum of the Board for the conducting of any business shall be three (3)
Board Members. The right of the District and Challenge to fill or appoint all four (4) Directors,
as set forth above, shall be referenced in the Articles of Incorporation for thf__: Assoc1at10_n

10.2  Restrictions on Power. The Board shall not act on behalf of the Asébciatlon to
amend the Declaration in any manner: (a) that requires the vote or approval of the Umt Owners
or (b) to terminate the Condominium pursuant to Article XX VI, “Termination”. * w

10.3 Notice of Budget. Within thirty (30) days after adoption of any proposed budget "
for the Condominium, the Board shall provide a summary of the budget to all the Unit Owners
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'and shall set a date for a meeting of the Unit Owners to consider ratification of the budget not
less than fourteen (14) nor more than sixty (60) days after the mailing of the summary. Unless at
" the rneetlng the Owners of Units holding eighty percent (80%) of the votes in the Association

reject the budget, the budget is ratified, whether or not a quorum is present. In the event the

proposed budget is rejected or the required notice is not given, the periodic budget last ratified by
the Unit Owners shall be continued until such time as the Unit Owners ratify a subsequent
budget proposed by the Board.

104 Dee_larant-.Control. The Declarants, or persons designated by the Declarants, may
control the Association by appointing and removing the officers and Directors of the Board as set
forth in Section 10.1, above. The period of Declarant control shall terminate no later than the
earlier of: (a) sixty (60) days ' after conveyance of all of the Units to Unit Owners; or (b) the date
on which the Declarants record an amendment to the Declaration pursuant to which the
Declarants voluntarily surrender the right to further appoint and remove officers and members of
the Board. : :

10.4.1 Notwithstandin'g the foregoing, after the termination of Declarant control
and so long as the District owns Unit L1, the District shall have the right to appoint and fill
Board Position No. 1 and Board Posrtlon No. 2. Notwithstanding the foregoing, after the
termination of Declarant control and so’long as Challenge owns Units 101 and 102, Challenge
shall have the right to appoint and fill. Board Position No. 3 and Board Position No. 4.

10.5 Election after Declarant Cont_rol. Subject to Section 10.4.1, above, after the
expiration of Declarant control, nominations for the Board may only be made by an Owner
having at least a ten percent (10%) interest in the Association as set forth in Section 5.1, above.
Each Owner having at least a ten percent (10%) interest in the Association as set forth in Section
5.1, above, shall be entitled to nominate one person for each vacant Board position. Within
thirty (30) days after the termination of Declarant control, the Unit Owners shall elect Directors
to fill all vacant positions on the Board (i.e. those that are not appointed pursuant to Section
10.4.1, above). All Directors clected by the Unit Owners must be Unit Owners, or agents,
representatives, or employees of the Unit Owners. The Board shall elect the officers. The
Directors and officers shall take office upon election. o -

10.6 Removal of Director. The Unit Owners, by the vote of seventy five percent
(75%) of the total voting power in the Association, at any meeting of the Unit-Owners at which a
quorum is present, may remove any member of the Board with or without cause; provided,
however that the Unit Owners may not remove a Director appointed by the Decl arants (including
a Director appointed by the District after the termination of Declarant Ccntrol as set ferth in
Section 10.4.1, above). S

10.7 Deadlock. A “Deadlock™ shall exist if the Board is unable to agree on any matter
before the Board. In the event of a Deadlock, such matters shall be referred for resolutlon by the
Unit Owners. The deadlocked matter may only be resolved by a vote of the Unit Owners .
holding seventy five percent (75%) of the total voting interest. If the Deadlock is not resolved by o
a vote of the Unit Owners, the Deadlock will be resolved according to the following procedures
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'The partics shall first try in good faith to settle the dispute through nonbinding mediation under
“thé Rules-of Practice and Procedures (“Rules™) of the Judicial Arbitration and Mediation

" Services; Inc. (“JAMS”). A single disinterested third-party mediator shall be selected by JAMS
in accordance with its then current Rules. The parties to the dispute shall share the expenses of
the mediator and the other costs of mediation on an equal basis. Any dispute that cannot be
resolved by nonbinding mediation within thirty (30) days following the submission of the dispute
for mediation shall be referred for definitive resolution by binding arbitration as follows:

. 1071 ‘The parties shall mutually agree to select a single arbitrator to conduct an
arbitration through the arbitration service of the parties” choice; if the parties are unable to agree
on a single arbitrator, the arbitrator shall be selected by JAMS;

10.7.2 Th‘é_sfbitration shall be conducted in accordance with the rules of
arbitration established by the arbitration service selected by the parties;

10.7.3 Shbﬁld the partles fail to agree to use a particular arbitration service, or in
the case an arbitration service selected does not use particular rules, the arbitration shall be
conducted in accordance with the Commetcial Arbitration Rules of JAMS;

10.7.4 The location of fhb_-a’i.rbi'gration shall be Anacortes, Washington, or such
other location mutually agreed upon b_y.-thqp_a_rtiés;

10.7.5 The arbitrator shall issue a written decision and send copies to all parties,
which shall include separate findings of fact and conclus1ons of law.

10.7.6 Each party shall be respons1ble for 1ts own attorneys’ fees, costs and
expenses incurred in connection with the arbitration; provided, however, that the arbitrator may
award reasonable attorneys’ fees if the arbitrator finds that the party against whom the fees are
assessed acted frivolously or in bad fatth in its demand for or part101pat10n in the arbitration;

10.7.7 Each party shall share equally in payment of the costs and fees for the
arbitrator; and -

10.7.8 If a party unsuccessfully challenges the arbitrator :s award, or fails to
comply with the arbitrator’s award, the other party is entitled to costs of suit 1nclud1ng reasonable
attorneys’ fee for having to defend or enforce the award. 2

The judgment of the arbitrator shall be binding upon the parties and may be ﬁled in and enforced
by any court having proper jurisdiction. S _

XI1. AUTHORITY OF THE ASSOCIATION

11.1 Powers. The Association, acting through the Board, unless other\mse requlred by
the Declaration, the Bylaws or the Act, may: A

11.1.1 Rules. Adopt and amend Bylaws, rules, and regulations;
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R 11.1.2 Budgets. Adopt and amend budgets for revenues, expenditures, and
. -"res"ei'Ves, and impose and collect assessments for common expenses from Unit Owners;

~.11.1.3 Employees. Hire and discharge or contract with managing agents and
other. employees agents, and independent contractors;

1 1:1.4 Litigation. Institute, defend, or intervene in litigation or administrative
proceedmgs in'its own name on behalf of itself or two or more Unit Owners on matters affecting
the Condommmm

11. 1 5 Contracts Make contracts and incur liabilities;

11.1.6 Common Elements. Regulate the use, maintenance, repair, replacement,
and modification of common elements

11.1.7 Im provernent Cause additional improvements to be made as a part of the
common elements;

11.1.8 Property.". :Acquire;:-:h(')ld, encumber, and convey in its own name any right,
title or interest to real or personal property; but common elements may be conveyed or subjected
to a security interest only pursuant to Sect10n 28 2, Conveyance or Encumbrance of Common
elements; : :

11.1.9 Easements. Grant ea_sements, leases, licenses, and concessions through or
over the common elements and petition for or consen't to, the vacation of streets and alleys;

11.1.10 Fees. Impose and collect any payrnents fees, or charges for the use,
rental, or operation of the common elements and for. serv1ces prov1ded to Unit Owners;

11.1.11 Fines. Impose and collect char:_ge_s for l_a'te payment of assessments and,
after notice and an opportunity to be heard by the Board or by such representative designated by
the Board and in accordance with such procedures as provided in the Bylaws or rules and
regulations adopted by the Board, levy reasonable fines in accordance with a previously
established schedule thereof adopted by the Board and furnished to the Owners for violations of
the Declaration, Bylaws, rules and regulations of the Association; '

11.1.12 Charges. Impose and collect reasonable charges for the preparation and
recording of amendments to the Declaratlon resale certificates and statements of unpa1d
assessments; o :

11.1.13 Indemnification and Insurance. Provide for the indeﬁlﬁlﬁ_eatlon' of its
officers and Board and maintain directors’ and officers’ liability insurance and ﬁde-lity-bond-S'=

11.1.14 Assignment of Income. Assign its right to future income, 1nclud1ng the
right to receive common expense assessments.
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11.1.15 Collection of Sums Owed Pursuant to Lease. As set forth in Section 2.5,
. -"above the Association shall administer the Lease (as defined in Section 2.5, above) on behalf of
“'the Umt.Owners All sums owed pursuant to the Lease shall be remitted to the Association

within thirty (30} days of the date an invoice is received by the Unit Owners from the

Assoeiation. The collection of sums owed pursuant to the Lease as set forth herein shall impose

no obligation.on the Association to advance any sums owed by the Unit Owners to the District,
as Landlord, as atesult of a non-paying Unit Owner, or to otherwise enforce the terms or
conditions of the Lease on behalf of the Landlord.

11. 1 16 Other Exercise such other powers as may be allowed by the Act.

11.2 Payments-: The‘-Assocmtlon, for the benefit of the Condominium and the Owners,
acting through the Board-unless otherwise required by this Declaration, the Bylaws, or the Act,
shall enforce the provisions of this Declaration and shall acquire and shall pay for out of the
common expense fund prévi'ded fo’r -in this Declaration, the following;

11.2.1 Ut111t1es Water sewer, garbage collection, electrical, and other necessary
utility service for the common elements and the Units except if the Unit is separately metered or
charged for the utility service. The Board reserves the right to reasonably allocate non-metered
utilities according to usage, when it becomes apparent to the Board that the usage is materially
different from the percentage responsibility fOr said utility as set forth in Section 5.1.

11.2.2 Insurance. Policiés of insurance as the same are more fully set forth in
this Declaration under Article 23, “Insurance”.

11.2.3 Manager. The services of a person or firm to manage the affairs for the
Condominium (herein called “the manager”) to the extent deemed advisable by the Board, as
well as such other personnel as the Board shall detefmine 4re necessary or proper for the
operation of the common elements, whether such personnel are employed directly by the Board
or are furnished by the manager including, but not limited to, a single business retained by the
Board to provide janitorial services to the Building and all Units therein.

11.2.4 Professional Services. Legal, accountin'g,{and other professional services
necessary or proper in the operation of the Association affairs, admmlstranon of the common
elements or the enforcement of this Declaration. 7 :

11.2.5 Maintenance of Common elements. Painting, maintenance, replacement,
and repair of all common elements, and such furnishings and equipment for these areas as the
Board shall determine are necessary and proper, and the Board shall have the €xclusive right and
duty to acquire the same for these areas; provided however, that the interior surfaces of each Unit
shall be painted, maintained and repaired by the Owners thereof, all such mamtenanee to be at
the sole cost and expense of the particular Owner. S

11.2.6 Maintenance of Units and Limited Common Elements. Mainteﬁ'ance;_:-:ﬁ __ )
operation, replacement and repair of any Unit and the limited common elements associated with .-~ -
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'sald Units, if such maintenance, operation, replacement or repair is reasonably necessary in the
. -"dlscretlon of the Board to protect the common elements of the Building, or the Property, or
" preserve the appearance and value of the Property, and the Owner or Owners of the Unit have
failed or refused to perform the maintenance or repair within a reasonable time after written
notice of the necessity of such maintenance or repair delivered by the Board to the Unit Owner
or Owners, prowded that the Board shall levy a special assessment against the Unit of such
Owner or. Owners for the cost of the maintenance or repair.

| 1.3 mp_s. ‘The Board may also pay any amount necessary to discharge any lien or
encumbrance levied dgainst the Property or any part thereof which is claimed to or may, in the
opinion of the Board, constitute a lien against the Property or against the common elements,
rather than merely against the interest of particular Owners. Where one or more Owners are
responsible for the existence of such lien, they shall be jointly and severally liable for the cost of
discharging it and any costs and't expense incurred by the Board by reason of such lien or liens
shall be assessed against the Owners and the Units responsible to the extent of their
responsibility. o :

11.4  Alterations, Addltlons and Improvements - Limitation. The Board shall make no
non-budgetary alterations, capital addltlons to, or capital improvements of the common elements
requiring an expenditure in excess of Tw_enty_—ﬁve Thousand Dollars ($25,000.00) per calendar
year without prior approval of the Unit. Owners holding seventy five percent (75%) of the total
votes. The Board shall make no non-budgetary alterations, capital additions to, or capital
improvements of individual Units or limited common elements pursuant to Section 11.2.6
requiring an expendlture in excess of Five Thousand Dollars ($5,000.00) per calendar year per
Unit, without prior approval of the Unit Owners holdmg Seventy five percent (75%) of the total
votes. :

11.5  Association Records. The Association shall keep, financial records sufficiently
detailed to enable the Association to comply with RCW 64.34.425 and this Declaration. All
financial and other records shall be made reasonably avallable for examination by any Unit
Owner and the Owner’s authorized agents.

11.6  Funds. The funds of the Association shall not Ije_ co_mmingled with the funds of
any other association, or with the funds of any manager of the Association or any other person
responsible for the custody of such funds. Any reserve funds of the Association shall be kept in
a segregated account and any transaction affecting such funds in excess of Five'Thousand
Dollars ($5,000.00), including the issuance of checks, shall require the 51gnature of at least two
persons who are officers or directors of the Association. :

11.7  Other. Unless otherwise provided in this Declaration, the Assocmtlon may
exercise any other powers conferred by the Declaration, Bylaws, or the Act, may exercise all
powers that may be exercised in this state by the same type of corporation as the Assomahon
and may exercise any other powers necessary and proper for the governance and operatlon of the
Association. - :
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XII. TRANSFER OF ASSOCIATION CONTROL

121  Declarant Control. Declarants shall, within sixty (60) days after the termination
of the period of Declarant control provided in Section 10.4, deliver to the Association all
property of the Unit Owners and of the Association held or controlled by the Declarants
mcludlng, but not 11m1ted to:

12 1. 1 ‘Declaration. The original or a photocopy of the recorded Declaration and
each amendment t_f_:__» the Declaration;

12.1.2 Com orate Documents. The certificate of incorporation and a copy or a
duplicate original of the Artlcles of Incorporation of the Association as filed with the Secretary
of State; L

12.1.3 )[1’3:.. is. T}xle}:Bylaws of the Association;

12.1.4 Mlnutes The mmute books, including all minutes, and other books and
records of the Association;

12.1.5 Rules. An.y rules -dﬁ& regulations that have been adopted;

12.1.6 Resignations. RéSigiieti'ons of officers and members of the Board who are
required to resign because the Declarants are required to relinquish control of the Association;

12.1.7 Financial Records. The ﬁnanei‘é_i_i-j‘eeords, including cancelled checks,
_ bank statements, and financial statements of the Association, and source documents from the

time of incorporation of the Association through- the date of transfer of control to the Unit
Owners; : : _

12.1.8 Funds. Association funds or the control of the funds of the Association;

12.1.9 Property. All tangible personal pr0perty of the Assomatlon represented
by the Declarants to be the property of the Association or osten&bly the property of the
Association, and an inventory of the property.

12.1.10 Plans. Except for alterations to a Unit done by a Umt Owner other than
the Declarants, a copy of the Declarants’ plans and specifications utlllzed in thie construction or
remodeling of the Condominium, with a certificate of the Declarants or a hcens._ed architect or
engineer that the plans and specifications represent, to the best of their knoWledge and belief, the
actual plans and specifications utilized by the Declarants in the construction or remodelmg of the
Condominium; -

12.1.11 Insurance Policies. Insurance policies or copies thereof for the
Condominium and Association,
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e 12.1.12 Certificates of Occupancy. Copies of any certificate of occupancy that
- may havev_been issued for the Condominium;

~12.1.13 Permits. Any other permits issued by governmental bodies applicable to
the Condomlmum in force or 1ssued within one year before the date of transfer of control to the
- Unit Owners;” -

~712,1.14 Warranties. All written warranties that are still in effect for the common
elements, or any other areas or facilities which the Association has the responsibility to maintain
and repair, from the contractor, subcontractors, suppliers, and manufacturers and all Owners’
manuals or mstructlons fumlshed to the Declarants with respect to installed equipment or
building systems; -

12.1.15 Roster. A’ roster of Unit Owners and eligible Mortgagees and their
addresses and telephone numbers, if known, as shown on the Declarants’ records and the date of
closing of the first sale of each Umt sold by the Declarants;

12.1.16 Leases: Any leases of the common elements and other leases to which
the Association is a party. '

12.1.17 Service Contracts Any employment contracts or service contracts in
which the Association is one of the contracting parties or service contracts in which the
Association or the Unit QOwners have an ‘obligation or a responsibility, directly or indirectly, to
pay some or all of the fee or charge of the person performing the service; and

12.1.18 Contracts. All other contféété td_fv)_hich the Association is a party.

122  Audit. Upon the transfer of control to the Unit Owners, the records of the
Association shall be audited as of the date of transfer by an independent certified public
accountant in accordance with generally accepted auditing standards unless the Unit Owners
holding seventy five percent (75%) of voting interest elect to waive the audit. The cost of the
audit shall be a common expense. The accountant performing the audit shall examine supporting
documents and records, including the cash disbursements and related paid invoices, to determine
if expenditures were for Association purposes and the billings, cash receipts; and related records
to determine if the Declarants were charged for and paid the proper amount of Assessments.

XIII. COMMON EXPENSES: ASSESSMENTS

13.1 Budget and Assessments. Annually the Board shall estimate-the net charges to be
paid during each year, and shall include a reasonable reserve fund for maintenance, repairs and
replacement of the common elements and payment of rent due under the Lease; provided, that
Declarants or the initial Board may at any suitable time establish the first such estimate. “Said "
estimate shall be assessed to Units and the Owner or Owners thereof according to the percentage
of undivided interest in the common ¢lements set forth in Section 5.1, above. If the es_ti-maté
proves inadequate for any reason, including nonpayment of any Owner’s assessment, the Board
may at any time levy a further assessment, which shall be assessed to the Owners thereof
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‘according to the percentage of undivided interest in the common elements. Each Unit Owner
" shall be obligated to pay assessments made pursuant to this paragraph to the treasurer or manager
* for the Association in equal monthly installments on or before the first day of each month during
such year, or in such other reasonable manner as the Board shall designate, and any unpaid
asSessin"ents shall bear interest at twelve percent (12%) per annum from the due date until paid.

] 13 1 1. Collection of Sums Owed Under the Lease. So long as the Association is
resp0n51ble fer the collection of sums due under the Lease, the sums due shall be allocated
according to-the 1n__1f>rests set forth in Section 5.1, above, and collected pursuant to Section
11.1.15, above. In the event of a failure of a Unit Owner to pay said sums when due, then, in
addition to any other nghts and remedies, the Association shall have the rights set forth in Article
XIV, below.

13.2  Prior Assés_sments:-- ‘Except as provided in RCW 64.34.364(3), the holder of a
mortgage or other purchaser of a Unit who obtains the right of possession of the Unit through
foreclosure shall not be liable for assessments or instaliments thereof that became due prior to
such right of possession. Such unpmd assessments shall be deemed to be common expenses
collectively from all the Unit Owners, including such Mortgagee or other purchaser of the Unit.
Foreclosure of a mortgage does riot relieve the prior Owner of personal liability for assessments
accruing against the Unit prior to the date of such sale as provided in this subsection.

13.3  Disbursement of Funds. Allfunds collected by the Association as assessments
shall be expended for the purposes designated in this Declaration.

13.4 No Waiver. The omission by the Board',"b'efore the expiration of any year, to fix
the assessments hereunder for that or the next year, shall not be deemed a waiver or modification
in any respect of the provisions of this Declaration, or a release of the Owner from the obligation
to pay the assessments, or any installment thereof for that or any. ‘subsequent year, but the
assessment fixed for the preceding year shall continue unt11 anew assessment is fixed.

13.5 Records. The manager or Board shall keep a- current copy of this Declaration,
Bylaws, and other rules concerning the Condominium as well as: detaﬂed accurate records of the
receipts and expenditures of the Association, and affecting the commori elements, specifying and
itemizing the maintenance and repair expenses of the common elements-and any other expense
incurred. Such records and any resolutions authorizing the payment involved shall be available
for examination by any Owner or holder, insurer and guarantors of mortgages that-are secured by
Units at convenient hours of week days; provided that the Association may estabhsh a reasonable
fee for making the records available, calculated to pay the costs of the Assomatlon 1nclud1ng
overhead. : :

13.6  Assessments to Pay Judgment. Assessments to pay a judgment agamst the _
Association may be made only against the Units in the Condominium at the time the Judgment
was entered in proportion to their allocated common expense liabilities at the time the Judgment
was entered. :
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"13.7 Caused by Misconduct. To the extent that any common expense is caused by the
_ -’neghgence or misconduct of any Unit Owner or its lessee, the Association may assess that
expense agalnst the Owner’s Unit.

: _13.8 -R_eallocatlon. If common expense liabilities are reallocated and the percentage
respons_ibilitieé_ set forth in Section 5.1, above, are amended, then the common expense
assessments {(inchiding any sums owed pursuant to the Lease) and any installment thereof yet
due shall be recalculated in accordance with the reallocated common expense liabilities.

13.9 Special Allocations. Notwithstanding anything set forth in this Section 13, prior
to the completion of Unit 102 (as contemplated by Section 5.4) common expenses for
maintenance and improvements may be specially allocated among the Unit Owners pursuant to a
separate written agreement-signed by all Unit Owners, including without limit that certain Side
Agreement for IMDC ‘Building Purchase and Condominium Conversion of even date herewith.

XIV. DEFAULT IN PAYMENT OF ASSESSMENT OR LEASE OBLIGATIONS -
COLEECTION - NOTICE OF OBLIGATION

14.1  Joint and Several Obligations; Lien, Recovery of Costs. Each monthly
assessment and each special assessment shall be separate, joint and several personal debts and
obligations of the Owner or Owners of Units for which the same are assessed at the time the
assessment is made and shall be collectible as such. Suit to recover a money judgment for
unpaid common expenses shall be maintainable without foreclosing or waiving the lien securing
the same. The amount of any assessment, whether regular or special, assessed to any Unit, plus
interest as set out above, and costs, including reasonable: attorney’s fees, shall be a lien upon
such Unit from the time the assessment is due. The assessment is recoverable in a suit to recover
money judgment without foreclosing the lien, at the election of the Board. The lien for the
assessment shall have priority over all other liens and encumbrances except: (a) liens and
encumbrances recorded before the recording of the Declaration; (b) a mortgage on the Unit
recorded before the date on which the assessment souglit to be enforced became due; and {c)
liens for real property taxes and other governmentat assessments or charges against the Unit.

14.2 . Statement of Indebtedness. The Association, upon written request, shall furnish
to a Unit Owner or Mortgagee a statement signed by an officer or-authorized agent of the
Associatton setting forth the amount of unpaid assessments against that Unit. The statement
shall be furnished within fifteen (15) days after receipt of a request; provided that the
Association may condition the furnishing of the statement upon the paylnent_ of a reasonable fee
for the service, as the Association may set from time to time, but until such fe¢ shall be changed
by the Board, the fee shall be Fifty Dollars ($50). The statement is binding on the Association,
the Board, and every Unit Owner, unless and to the extent known by the reC1p1ent to be false

143 Security Deposit. A Unit Owner who has taken possession of any Umt pursua:nt
to the exercise of his security interest may be required, by the Board, from time to time, to make.
a security deposit not in excess of three (3) months’ estimated monthly assessments, whlch shall
be due as directed by the Board, and may be collected as are other assessments. Such deposﬁ
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shall be held in a separate fund, credited to such Unit Owner, and resort may be had thereto at
~"any time when such Unit Owner is ten (10) days or more delinquent in paying the Unit Owner’s
v mon_th:l_y--'(')'y cher assessments.

7 14.4 Foreclosure of Assessment Lien - Attorney Fees and Costs. The Declarants,
manager or Bdard on behalf of the Association may initiate action to foreclose the lien of any
assessment, In any action to foreclose a lien against any Unit for nonpayment of delinquent
assessments, any judgment rendered against the Owners in favor of the Association shall include
a reasonable sum for attorney’s fees and all costs and expenses reasonably incurred in
preparation for or in the"prosecution of said action, in addition to taxable costs permitted by law.
A lien for unpaid assessments is extinguished unless proceedings to enforce the lien are instituted
within three (3) years aﬂer the amount of the assessments sought to be recovered becomes due.

14.5 Rental Value.__ From'"-.the time of commencement of an action by the Association
to foreclose a lien for nonpayment'of delinquent assessments against a Unit that is not occupied
by the Owner, the Association shall be entitled to the appointment of a receiver to collect from
the lessee of the Unit the rent for. the Unit as and when due. If the rental is not paid, the receiver
may obtain possession of the Unit, refurblsh it for rental up to a reasonable standard for rental
Units in this type of Condominium, rent the Unit or permit its rental to others, and apply the rent
first to the cost of the receivership and attorneys fees, then to the cost of refurbishing the Unit,
then to applicable charges, then to costs, fees, and charges of the foreclosure action, and then to
the payment of the delinquent assessments.” Only a receiver may take possession and collect
rents under this subsection, and a receiver shall not be appointed less than ninety (90) days after
the delinquency. The exercise by the Association of the foregomg rights shall not affect the
priority of preexisting liens on the Unit. :

14.6  Assignment of Rents. If a Unit is rented by its Owner, the Board may collect and
the tenant or lessee shall pay over to the Board as much of the rent thereof as is required to pay
any amounts due the Board hereunder, plus interest, costs and fees if the same are in default
over thirty (30) days. Such payment shall discharge the'léssee’s or tenant’s duty of payment to
the Owner but will not operate to discharge the continuing obhgatlons of the Owner under this
Declaration for assessments, or operate as an approval of the lease. The Board shall not exercise
this power if a receiver has been appointed. This right to an assignment of rents shall be
subordinate to any other assignment of rents by an Owner as part of & mortgage on the Unit if
that mortgage was approved in advance and in writing by the Dlstrlct as landlord under the
Lease. - S

14.7 Remedies Cumulative. The remedies provided are Cumulativé éiiid the Board may
pursue them concurrently, with other remedies which may be available under law whether or not
expressed herein. S
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XV. MORTGAGE PROTECTION

. 15 1 Compliance with State Law. This Condominium project is being created in full
compllance with the requirements of the Condominium Act of the State of Washington, RCW
04.34. '

15 2 No ngbt of First Refusal. There is no right of first refusal contained in this
Declaratlon '

15.3 Unﬁqid _Iii;es or Charges. The obligations of a Mortgagee who obtains title to a
Condominium Unit pursuant to the remedies provided in the mortgage or through foreclosure of
the mortgage are set out.in Section 13.2, “Prior Assessments.”

15.4  Limitations in Actions of Association. Except as provided by statute, in case of
condemnation or substantial loss to the Units and/or common elements of the Condominium
project, or where a greater percentage is required elsewhere in this Declaration, unless at least
seventy five percent {75%) of the voting authority of Unit Owners or of cligible Mortgagees to
whom votes of a Unit have been pledged, as provided in Section 7.8 of the Declaration, have
given their prior written approval, 'th'e'AS"s”ociation may not:

15.4.1 Abandon Prolect By act or omission seek to abandon or terminate the
Condominium project; :

15.4.2 Pro-Rata Interest. Change the pro-rata interest or obligations of any Unit
in order to levy assessments or charges, allocate distribution of hazard insurance proceeds or
condemnation awards, or determine the pro-rata Share of Ownershlp of each Unit in the common
elements.

15.4.3 Common Elements. Seek to abandon, partition, subdivide, encumber, sell
or transfer the common elements by act or omission. The granting of easements for public
utilities or other public purposes consistent with the intendéd use of the common elements by the
Condominium project is not a transfer within the meaning of this clause."

15.4.4 Insurance. Use hazard insurance proceeds for losees to any Condominium
property (whether Units or common elements) for other than the repatr replacement or
reconstruction of the Condominium property. B

15.5 Taxes, Assessments and Charges. All taxes, assessments and cﬁai‘gés that may
become liens prior to the first mortgage under local law relate only to the 1nd1v1dua1 Umts and
not to the Condominium project as a whole. .

15.6  First Mortgagee’s Rights Confirmed. No provision of the Condominium - .
Declaration gives a Unit Owner or any other party priority over any rights of the first Mortgagee
of a Unit, pursuant to its mortgage, to insurance proceeds or condemnation awards for losses to
or taking of Units and/or common elements. ; :
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'15.7  Amenities. All the common clements are a part of the Condominium project and

o arepart of the Unit described in a mortgage to the same extent as the Unit’s undivided interest in
" the commion elements. All common elements are fully installed, completed and in operation for

use by Uni?c 'Owners.

15 8 . _ght to Notification. An eligible Mortgagee (as defined in the Act) of any Unit
is entltled to tlmely written notice of the following; provided, however, the failure of the
Association to pr0v1de such notice shall serve only to limit the Association’s right to proceed or
act to the detriment of the eligible Mortgagee:

15-._8i.-1' Loés._ ‘Any condemnation or casualty loss that affects either a material
portion of the Condominium or the Unit securing its mortgage;

15.8.2 "Deling' uency /.. Any sixty (60) day delinquency in the payment of
assessments or charges owed by the Owner of any Unit on which it holds the mortgage;

15.8.3 Insurance Chang_ A lapse, cancellation, or material modification of any
insurance policy or fidelity bond maintained by the Association; and

1584 Mortgagee"Ap_“ p'ro"\}a'l'.. Any proposed action that requires the consent of a
specified percentage of eligible Mortgagees.

15.8.5 Request. To obtai-n_ 'this information, the eligible Mortgagee must send a
written request to the Association, stating both its name-and address and the Unit number or
address of the Unit pledged as collateral and described--in 'its mortgage.

15.9 Audit. Any Mortgagee is allowed to have an aud1ted statement of the Association
prepared at the Mortgagee’s own expense. e

XVI. MANAGER

16.1 Delegation by Board. The Board may delegate any ofi 1ts dutles powers or
functions, including but not limited to, the authority to give the statements or certificates
provided for herein, to any person or firm, to act as manager of the Condominium, provided that
any such delegation shall be revocable immediately upon notice by the Board.. The members of
the Board shall not be liable for any omission or improper exercise by the manager of any such
duty, power or function so delegated. In the absence of any appointment, the president of the
Board may be appointed by the Board to act as manager. Declarants are entitled to the protection
of this section. Any contract with a manager shall contain a clause indemnifying the DecIarants
Board, and Owners from and against the negligent acts and omissions and other wrongful
conduct of the manager, its agents and employees. -

16.2  Term of Employment. Any manager named or employed by Declarants sha]l be _
employed to manage only so long as Declarants are entitled to exercise the powers of the- Board _
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Theéreafter, the Board shall have the right to retain or discharge said manager as it determines
o 'des'i'rable in its discretion.

16 3~ Termination. Any agreement for professional management of the Condominium
must prowde for termination by the Association without cause or payment of a termination fee
on ninety (90) days or less written notice. Any agreement for professional management shall
have a'maximun contract term of three (3) years.

XVIl. OWNER’S OBLIGATIONS

17.1 Interior- Each Unit Owner shall, at the Owner’s expense, keep the interior of the
Owner’s Unit and its equipment and appurtenances in good order, condition and repair and in a
clean and sanitary condition; and shall do all redecorating and painting and provide all upkeep
which may at any time be nécessary to maintain the good appearance and condition of the Unit.
In addition to decorating and keeping the interior of the Unit in good repair, the Owner shall be
responsible for the maintenance, repair or replacement of any improvements to the Unit,
including but not limited to floor .cc_oVeﬁngs, plumbing fixtures, water heaters, heating fixtures,
heat pumps, lighting fixtures, refrigerators, air conditioning equipment, dishwashers, disposals,
washers, dryers, ranges and the like that may be in, or connected with, the Owner’s Unit or a
limited common element associated w1th sa.ld Unit,

17.2  Patios, Parking Snaces Storage Spaces. The Owner shall also, at the Owner’s
own expense, keep the patios, parking spaces, mechanical rooms, storage spaces, and all other
matters which have been assigned to the Owner’s Unit as limited common elements in a neat,
clean and sanitary condition and the Owner is responmble for their maintenance. The
Association and manager shall not be responsible to the Owner for loss or damage by theft or
otherwise of articles which may be kept or stored by the Owner in a storage space, parking
space, Unit, or limited common element assigned to said Umt except to the extent of insurance
purchased by the Association providing coverage for such loss or damage

17.3  Loss or Theft. The Assoctation, dlrectors ofﬁcers rnanagers or any agent or
independent contractor hired by the Association shall not be respon31b1e or liable to the Owner or
any tenant of the Owner for any loss or damage (including, but not limited to damage or loss
arising from criminal acts) to (a) personal property which may be kept, placed, installed or stored
in a Unit or limited common element assigned to said Unit, or (b) the Unit itself; or limited
common element assigned to said Unit; except to the extent of insurance purchased by the
Association providing coverage for such loss or damage. Each Unit Owner expressly waives any
claims (including, but not limited to claims for consequential damages) against-the Association,
directors, officers, managers, or any agent or independent contractor hired by the Assoc1at10n
arising from said loss or damage. -

174  Exterior. The Owner shall not modify, paint or decorate any portion 6f the.
exterior of the Building or other common or limited common elements. In order to maintain- a |
uniform pleasing architectural appearance, the Owners agree that the Board may requite, thc
painting of the exterior of the Building, including common and limited common elements, and
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. 'regulate the type and color of paint to be used, and may contract for painting of all such areas as
% ’_'a common expense.

17 .5 Maintenance of Unit. Each Unit Owner shall, at the Owner’s sole expense, keep
thé Owner’s Umt and the limited common elements, equipment, windows, appliances, and
appurtenances relating thereto, in good order, condition, repair and appearance; provided,
however, that- the Association or manager may retain a business to perform janitorial services to
the Building. and all Units therein and said cost of the janitorial services shall be a common
expense. &

17.6  Resale of Unit. In the case of the resale of a Unit, the Unit Owner shall comply
with the requirements of'the Act, and is referred to RCW 64.34.425. The Association shall
provide statements and certificates as required by the Act, but may condition the providing of
them upon the payment 61 a 'rea'son’able fee, as established by the Board from time to time.

177 Real Pronertv Taxes: Each Unit Owner shall pay the real property taxes to Skagit
County relating to each Unit; mcludmg each Unit’s limited common elements and its share of the
common clements. -

17.8 Signs. No signor other dev1ce which publicly displays material or information,
regardless of the method of the display and regardless of how or where located, shall be placed
within or on a Unit, or the limited common ¢lements of a Unit, in such manner as to be visible
from the exterior of the Building without the prlor approval of the Board.

17.9 Window Coverings and Dlsglay Wmdow coverings, blinds, shades and the like,
and any display or presentation (other than an approved sign) which is visible from the exterior
of the Building shall be approved in advance by the Board. The Board need not approve a
covering or display which is inconsistent with the overall presentation of the Building, because
of color or design, lack of uniformity, or otherwise, as determmed by the Board, in its sole
discretion. o

XVIIH. PROVISIONS REGARDING ALTERATION SUBBIVIDING AND
COMBINING L

18.1  Alterations of Units. A Unit Owner may make any imptox%émen-t_s or alterations to
the Owner’s Unit that do not affect the structural integrity or mechanical, telécommunication,
security, electrical or other systems or lessen the support of any portion of the Cbndominium.

18.2  Appearance. A Unit Owner may not change the appearance of the cornmon
elements or the exterior appearance of a Unit without permission of the Asso<:1at10n

18.3 Combination of Units. A Unit Owner after acquiring an ad_]OII’llng Unit 'Or At
adjoining part of an adjoining Unit may, with approval of the Board, remove or alter any*~ -
intervening partition or create apertures therein, even if the partition in whole or in partisa” "~
common element, if those acts do not adversely affect the structural integrity or mecharical or .

electrical systems or lessen the support of any portion of the Condominium. Removal of
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‘partitions or creation of apertures under this subsection is not a relocation of boundaries. The
Board shall approve a Unit Owner’s request, which request shall include the plans and
" specifications for the proposed removal or alteration, under this subsection within thirty (30)
days; unless the proposed alteration does not comply with the Act or the Declaration or impairs
the structural integrity or mechanical or electrical systems in the Condominium. The failure of
the B’oard to a'et' upon a request within such period shall be deemed approval thereof.

1 8. 4 Relocatlon of Boundaries. The boundaries between adjoining Units may only be
relocated by an amendment to the Declaration upon application to the Board by the Owners of
those Units. If the Ownéers of the adjoining Units have specified a reallocation between their
Units of their allocated interests, the application must state the proposed reallocations. Unless
the Board determines w1th1n thirty (30) days, that the reallocations are unreasonable, the
Association shall prepare an amendment that identifies the Units involved, states the
reallocations, is executed by those Unit Owners, contains words of conveyance between them,
and is recorded in the name of the grantor and the grantee. The Association shall obtain and
record Survey Map or Plans complying with the requirements of RCW 64.34.232 necessary to
show the altered boundaries between adjoining Units and their dimensions and identifying
numbers, at the expense of the Owner-altering the boundaries.

18.5  Subdivision of Units. A Unit may be subdivided into two or more Units. Upon
application of a Unit Owner to subdivide a-Unit, the Board shall prepare, execute, and record an
amendment to the Declaration, including the Survey Map and Plans, subdividing that Unit;
provided that the Unit Owner submitting the application shall reimburse the Association for costs
actually incurred in furtherance of the subdivision. The amendment to the Declaration must be
executed by the Owner of the Unit to be subdivided, assign an identifying number to each Unit
created, and reallocate the allocated interests formerly allocated to the subdivided Unit to the
new Units in any reasonable and equitable manner- prescrlbed by the Owner of the subdivided
Unit. -

18.6  Construction Work - Common and Limited Commion Elements. The common
and limited common elements shall not be reconstructed, rebuilt; altered, removed or replaced
except by the Association acting through the Board, or as and in‘the manner the Association
acting by the Board may authorize, and such action must also be in accordance with the Act, this
Declaration, and the Bylaws.

18.7 Fee. The Association may assess a reasonable fee to the Umt Owner altering or
combining a Unit, calculated to compensate the Association for its costs; expense and time,
which fee shall be deemed an assessment. :

XIX. ENTRY OF UNITS BY ASSOCIATION

In addition to access to perform routine janitorial services, the Board or 1ts agents may
enter any Unit during normal business hours upon reasonable advance prior notice when .-
necessary in connection with any maintenance, landscaping or construction for which the” .~ ~
Board is responsible. Such entry shall be made with as little inconvenience to the Owners ag’ -+
practicable, and any damage caused thereby shall be repaired by the Board out of the common
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.- ‘expense fund if the entry was for the purpose of maintenance, or repairs, to common elements
-or-another Unit where the repairs to the other Unit were undertaken by the Board.
~-Notwithstanding the foregoing, in the event of an emergency (the determination of an
emeérgency shall be at the sole discretion of the Board, or its agents), the Board, or its agents,
shall have immediate access to all Units at any time, and the Board shall endeavor, if
reaso’nably practical, to notify the Unit Owner within 24 hours after a Unit has been entered

under. an emergency situation.

XX. FAILURE OF BOARD TO INSIST ON STRICT PERFORMANCE NO WAIVER

The fallure of t.h'e._Board, Unit Owner, or manager to insist in any one or more
instances upon the striet performance of any of the terms, covenants, conditions or restrictions
of this Declaration, or to exercise any right or option herein contained, or to serve any notice
or to institute any action, shall not be construed as a waiver or a relinquishment for the future
of such term, covenant, condifion-or restriction, but such term, covenant, condition or
restriction shall remain in'full force and effect. The receipt by the Board or manager of any
assessment from an Owner, with knowledge of the breach of any covenant hereof, shall not be
deemed a waiver of such br'each. No waiver by the Board, Unit Owner or manager of any
provision hereof shall be deemed to have been made unless expressed in writing and signed by
the Board, Unit Owner or manager. This section also extends to the Declarants’ exercise of
the powers of the Board during the. mltlal per1od of operation of the Association and
Condominium development. :

XXI. LIMITATION OF BOARD AND ASSOCIATION LIABILITY

Whether or not any insurance proceeds are available, the Declarants, the Association,
the Board, and the officers, contractors, agents, and employees of the Association shall not be
liable for injury or damage to person or property for (a).any failure of, in whole or in part, or
defect in, any utility, security system, or other system or service provided to or made a part of
the Property or Building, or (b) caused by the elements, or resulting from electricity, water,
rain, dust or sand which may leak or flow from outside or from-any parts of the Building, or
from any of its pipes, drains, conduits, appliances, or equipment; or from any other place.
Each Unit Owner expressly waives any claims (including, but not limited to claims for
consequential damages) against the Declarants, the Association, the Board, and the officers,
contractors, agents and employees of the Association arising from said injury or damage. No
diminution or abatement of common expense assessments shall be claimed or allowed for
inconveniences or discomfort arising from the making of repairs ‘or improvements to the
common elements, or from any action taken to comply with any law; ordinance or orders of a
governmental authority. This exemption extends to the Declarants; the Association as well as
the Board, and the officers, contractors, agents, and employees of the Association. This
section shall not be interpreted to impose any form of liability by any implication-upon the
Declarants, the Board, the Association, or the officers, contractors, agents and employees of
the Association. . .

XXIL. INDEMNIFICATION OF BOARD MEMBERS .~

Each member of the Board shall be indemnified by the Owners against all e'xpé'nSes. and
liabilities including attorney’s fees, reasonably incurred by or imposed upon the member in.

connection with any proceeding to which the member may be a party, or in which the-membér -
may become involved, by reason of the member being or havine been a member of the Board, .~ .~
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_~or.any settlement thereof, whether or not the person is a member of the Board at the time such
-expenses are incurred, except in such cases wherein the member of the Board is adjudged

-~ guilty of willful misfeasance or malfeasance in the performance of the member’s duties;

prc\nded that in the event of a settlement the indemnification shall apply only when the Board

approves such settlement and reimbursement as bemg for the best interests of the Association.

This section also applies to the Declarants’ exercise of the powers of the Board during the

initial period- of operation of the Association and Condominium development.

XXIII. INSURANCE

231 Meﬁ.nta'in Insurance. Not later than the time of the first conveyance of a Unitto a
person other than'the Declarants, the Board shall obtain and maintain at all times insurance as
required by the Act (see RCW 64.34.352), and as set out below.

23.1.1 Gep.er___al-'Insurance Requirements.

23.:1__.'"1.1 I;ic_eneing of Insurer. All insurers and re-insurers must be
licensed, or othefwiseauthorized by law, to conduct business in Washington state.

23.1.1.2 Ratmg of Insurer. The required insurance must be underwritten
by an insurer currently rated in accordance with one of the following alternatives:

23.1. I 2 1. the insurer is assigned a financial performance
index of 6 or better in Best ] Insurance Report; or

23.1 .1.2.2 the 11_15Urer’-h'as a rating of BBB or better in Standard
and Poor’s Insurer Solvency Review; or

23.1.1.23 the insurer has a rating of BBBq in Standard and
Poor’s Insurer Solvency Review; or

23.1.1.2.4 the insurance has a rating of AAisi or better in
Standard and Poor’s International Confidential Rating Service; or

23.1.1.2.5 anon-admitted iﬁsurer hae érating of A- or better in
Best’s Insurance Reports or a rating of AA- or better in Standard and
Poor’s Insurer Solvency Review; or :

23.1.1.2.6 the insurer is reinsured by a re-insurer that has a
Standard and Poor’s Insurer Solvency review rating'of BBBor
International Confidential Rating Service rating of AAisi or, better orbya
re-insurer that is rated A/VII or better in Best’s Insurance Reports -
International Edition, provided that: Lo

---the re-insurer has executed a “cut- through” ’
endorsement by which it agrees to become 1mmed1ately llablc for o
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100% of any loss payable to the insurer, in the event of insurer’s
insolvency;

---the re-insurer has executed an endorsement by which it
agrees to give the policyholder, servicer, and insurer 90-day
written notice before canceling or otherwise terminated the
reinsurance;

---the above endorsements are attached to each property
insurance policy.

e 23 .'1-._1-.3 Condominium Endorsement. There must be a Special
Condominium Endorsement, which must comply with the Act, and which
provides that: .

| 231 .1.3.1 any Insurance Trust Agreement wiil be recognized;

:23.1.1:3.2  the right of subrogation against any Unit Owner,
members of Owner S household and lessees of Owner shall be waived;

23 L1 3 3 the insurance will not be prejudiced or conditioned
upon any acts or _om%ssﬁ:)ns of individual Unit Owners that are not under
the control of the Association;

23.1.1.3.4.the policy will be primary, even if a Unit Owner has
other insurance that covers t_he:isamgloss; and

23.1.1.3.5 eacih__Uni__t_ _OWﬁer is an insured person under the
policy with respect to liability arising out of the Owner’s interest in the
common elements or membershIp int the Assomatlon

23.1.1.4 Proceeds. Any loss covered by the property insurance under
this subsection of this section must be adjusted w1th 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 holder of a
mortgage. The insurance trustee or the Association shall hold any insurance
proceeds in trust for Unit Owners and lienholders as their interests may appear.
Subject to the provisions of Section 24, “Damage and Destruction,” the proceeds
must be disbursed first for the repair, replacement or restoration of the damaged
property, and Unit Owners and lienholders 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, " “The
“loss payable” clause should show the Association or the insurance trustee as.a
trustee for each Unit Owner and the holder of each Unit’s mortgage.- '

23.1.1.5 Notice. The policy must provide for at least thirty (30)"da'y:s 5

written notice to the Association, Unit Owners and Mortgagees before the i 1nsurer R
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can cancel, modify or refuse to renew. Similar notice must also be given to each
holder of a first mortgage on an individual Unit in the project.

_ 23.1.1.6 Named Insured. Insurance policies should show the following
';_ as a named insured:

“Island Medical Center Condominium Association for the use
“and benefit of the individual Owners.”

23.1. 2. Hé'zard Policy. The insurance policy must be an “all risk” policy. The
policy must meet the requ1rements described below.

23 1 2 I Master Policy. A “master” or “blanket” type of insurance
policy, with premiums being paid as a common expense. The policy must cover
all of the c_c)innion elements and limited common elements that are normally
included in coverage: These include common fixtures and machinery, building
service equlpment common personal property, and supplies belonging to the
Association. :

23.1.2.2 Interier of Units. Upon the election of the Board, the policy
may also cover fixtures, improvements, and alterations inside individual Units
whether or not the propertyis part of the common elements, if such coverage
applies proportionately to.all Units, otherwise this portion of the policy shall be
allocated according to the risk. The Unit Owner shall be responsible for insuring
its personal property and contents of tHé -Unit

23.1.2.3 Replacement Cost. Insurance should cover one hundred percent
(100%) of the current replacement cost of 1tems 1dent1ﬁed in the blanket policy
described in Section 23.1.2.1. : :

23.1.2.4 Vacancy. The premisés mustbe covered even when vacant
and, where necessary and available, there must be a vacancy permit endorsement.

23.1.2.5 Land. Coverage does not neéd__to inclﬁ@ie land, foundations,
excavations, or other items that are usually excluded froim insurance coverage.

23.1.2.6 Deductible. The maximum deductiblé amount for policies shall
be established by the Board from time to time by resolution, witha copy provided
to each Owner but until changed is the lesser of Ten Thousand Dollars ($10,000)
or one percent (1%) of the policy face amount. If the policy is a blanket pohcy
that also covers individual Units, the deductible related to the individual Units
should be the lesser of One Thousand Dollars ($1,000) or one percent (1%) of the
Unit’s replacement cost. Funds to cover these deductible amounts should be -
included in the Association’s operating reserve account. -
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e 23.1.3 Flood Insurance. If the Property is in an area that has been identified by

" 'the Secretary of Housing and Urban Development or the Director of the Federal Emergency

“ Management Agency as a special flood hazard area, the Association must maintain a “master” or
“blanket” policy of flood insurance and provide for the premiums to be paid as a common
expense. The policy should cover common elements, buildings and any other common property.
The building coverage should equal one hundred percent (100%) of the insurable value of the
building, inchading machinery and equipment that are a common element of the Building. The
contents coverage must include one hundred percent (100%) of the insurable value of all
contents, including any machinery and equipment that are not part of the building, but which are
owned in common by the Association members. If the required coverage exceeds the maximum
coverage available under the National Flood Insurance Administration’s programs, coverage
equal to the maximum amount that is available under those programs is acceptable.

23 l 3. 1 Deductlble. The maximum deductible amount shall be
established by the Board from time to time by resolution, with a copy provided to
each Owner butuntil changed is the lesser of Five Thousand Dollars ($5,000) or
one percent (1%) of the policy face amount. Funds to cover this deductible
amount should be mcluded in the Association’s operating reserve account.

23.1.3.2 Endorsement “A separate condominium association
endorsement is required if not already part of the policy.

23.1.4 Liability Insurance.-_ -T_he Association must maintain a comprehensive
general liability insurance policy covering all common elements, limited common elements,
public ways, and any other areas that are under its-supervision. The insurance should also cover
commercial spaces that are owned by the Association, even if they are leased to others. The
policy should provide coverage of at least Two Million Dollars ($2,000,000) for bodily injury
and property damage for any single occurrence, which mziy be increased by the Board.

23.1.4.1 Liability. The habrhty msurance should provide coverage for:

23.1.4.1.1 bodily injury and property damage that results from
the operation, maintenance, or use of the Condomlmum s common
elements; and o

23.1.4.1.2 any legal liability that results from 1aw suits related
to employment contracts in which the Association is a party

23.1.4.2 Endorsement. If the policy does not 1nclu'd¢_-r s-ev_f_:r_ability of
interest” in its terms, there must be a specific endorsement to preélude'the
insurer’s denials of a Unit Owner’s claim because of negligent acts of the” '
Association or of other Unit Owners. :

23.1.5 Standard Mortgagee Clause. Upon the advance consent of the Board all _
insurance policies will contain the standard mortgagee clause which must be endorsed ta prov1de L
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. "'that any proceeds shall be paid to a Mortgagee which requests it, subject to the limitations set
" forth-in Section 23.1.1.4, above, entitled “Proceeds”. The name of the Mortgagee should
“inelude, “its successors and assigns.” The Mortgagee clause must be endorsed fully to protect

the 1nterest of Mortgagee

23 1.6 Certificate of Insurance. A certificate of insurance must be provided to
the Assomatlon -or.upon written request to any Unit Owner Mortgagee. The certificate must
contain the followmg 1nf0rmat10n and name the Mortgagee:

23 1.6.1 Name. Named insured Association, Unit Owner, and Unit
Ow_ner Mortgagee;

23 1. 6 2. Address Property address;

23 1. 6 3 Coverag Type, amount, and effective dates of coverage;
deductible a:mount

23.1 6 4 Endorsements Any endorsement or optional coverage obtained
and made part of the orlgmal policy;

23.1.6.5 Notlce__.-' Ir_;sur_er s agreement to provide at least thirty (30) days’
notice to the Association and-to a Mortgagee before any reduction in coverage,
cancellation of the policy; or reﬁlsal to renew; and

23.1.6.6 Signature. 51gnature of an authonzed representative of the
insurer, if required by law. :

23.2  Additional Insurance. Each Owner may obtain additional insurance for the
Owner’s Unit as provided in RCW 64.34.352(5) and at the Owner’s expense; provided, however,
that no Owner shall be entitled to maintain insurance coverage in any manner which would
decrease the amount which the Board, on behalf of all of the Owners; will realize under any
insurance policy which the Board may have in force on the Corndeminium at any particular time.

XXIV. DAMAGE AND DESTRUCTION

24.1 Reconstruction. In case of fire, casualty or any other disaster covered by the
insurance policies, causing any damage or destruction to any Units, limited common elements, or
common elements, the insurance proceeds shall be applied toward the repair, replacement or
reconstruction of the Building. Reconstruction, as used in this paragraph, means restoring the
Building to substantially the same condition in which it existed prior to the fire, easualty, or other
disaster, with each Unit and the common elements having the same vertical and hotizontal -
boundaries as before. Modifications to conform to the applicable governmental rulesand.
regulations may be made. Such reconstruction shall be accomplished by the Board; or the®
manager at the Board’s direction shall have the authority to employ an architect, advertise for
bids and let contracts to contractors and others as required to effect the reconstruction upon’
satisfaction of the Board that such reconstruction will be appropriately carried out. If requlred by' s
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_state law, such reconstruction shall comply with the public works and similar law regarding
= pubhc b1ddmg and the retention of architects and engineers.

24 2. Insufficient Insurance Proceeds. If the insurance proceeds are insufficient to
repalr or reconstruct the Building, damage to or destruction of the Building shall nevertheless be
promptly repan_'ed and restored by the Board, utilizing available insurance funds, and all Unit
Owners shall b_e_ liable equally for assessment for any deficiency as a common expense.

243 - Determ‘in-ation Not to Rebuild or Repair. An one hundred percent (100%) vote of
the voting authority of Unit Owners as established in Section 5.1, including every Owner of a
Unit or assigned limited common elements which will not be rebuilt, and the written approval of
the District as landlord uhder the Lease, is required to avoid the requirements of this section and
to allow a determination fiot to. rebuild, repair or restore the Building. In the event of a decision
not to rebuild, the Board' may nevertheless expend such of the insurance proceeds as may be
necessary to restore the damaged area to a condition compatible with the remainder of the
Condominium and place the site in condition required by any applicable governmental rule or
regulation, or in such condition as the Board may determine is necessary to reasonably protect
the Owners from liability from'the condltlon of the site, and the funds shall thereafter be held and
distributed as provided by the Act, Ifa Unit is not rebuilt, that Unit’s allocated interests are
automatically reallocated as if it had been condemned. The Association shall promptly record an
amendment to the Declaration reflecting the _iﬁeallocation. This Section 24.3 is specifically
adopted by the Declarants pursuant to RCW 64.34.352(8).

XXV. CONDEMNATION

25.1 Taking. If a Unit is acquired by c_endemnzitibn, or if part of a Unit is acquired by
condemnation leaving the Unit Owner with a remnant-of a Unit which may not practically or
lawfully be used for any purpose permitted by the Declaratlon the award must compensate the
Unit Owner for the Owner’s Unit and its appurtenant interest in the common elements, whether
or not any common elements are acquired. Upon acquisition, ur_ﬂes_s the decree otherwise
provides, that Unit’s allocated interests are automatically reallocated to the remaining Units in
proportion to the respective allocated interests of those Units before the taking, and the
Association shall promptly prepare, execute, and record an Amendment to the Declaration
reflecting the reallocations. Any remnant of a Unit remaining atter part of a Umt is taken under
this subsection is thereafter a common element. :

25.2  Partial Taking. Except as provided in Section 25.1 of this section, if part of a Unit
is acquired by condemnation, the award must compensate the Unit Owner for the reduction in
value of the Umit and its appurtenant interest in the common elements, whether or not any
common elements are acquired. Upon acquisitions, unless the decree otherwise prowdes “(a)
that Unit’s allocated interest are reduced in proportion to the reduction of the size of the Umt
and (b) the portion of the allocated interests divested from the partially acquired Unit are
automatically reallocated to that Unit and the remaining Units in proportion to the respectlve ;
allocated interests of those Units before the taking, with the partially acquired Unit partwlpatmg L
in the reallocation on the basis of its reduced allocated interests. '
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7253 Common Elements. If parts of the common elements are acquired by
~“condemnation, the portion of the award attributable to the common elements taken shall be paid
“"to the Owners based on their respective interests in the common elements. Any portion of the
award attnbutable to the acquisition of a limited common element must be equally divided
among the Owners of the Units to which that limited common element was allocated at the time
of acqulsltlon

25 4 Regresentatlon Should the Association not act on the Owners’ behalfin a
condemnation process the affected Owners may individually or jointly act on their own behaif.

255 Revau'. Reconstructlon. Any repair or reconstruction necessitated by the
condemnation may be catried out as provided in Sections 24.1, Damage and Destruction, of this
Declaration. The Board may retain such portion of condemnation award proceeds due to each
Owner and apply the same.or the required portion thereof as necessary to discharge the Owner’s
liability, if any, for contrlbutlon to, the repalr or reconstruction or for any special assessment
arising therefrom. :

. “XXVL TERMINATION

26.1 Vote Needed. Except inithe case of a taking of all the Units by condemnation
under Section 25, “Condemnation” or upon the termination of the Lease as described in
Section 2.5, the Condominium may be terminated only by agreement of Unit Owners of Units to
which at least eighty percent (80%) of the Votes in the Association are atlocated.

26.2  Termination Procedure. Termmatlon of the Condomlmum shall occur as
provided by the Act (see RCW 64.34.268).

XXVIL. EN FORCEMENT

27.1  Enforcement. Each Owner shall compIy stnctly w1th the provisions of this
Declaration and with the administrative rules and regulations and Bylaws adopted pursuant to
this Declaration, as the same may be lawfully amended from time to time, and with decisions
adopted pursuant to said Declaration and administrative rules and regulatlons and failure to
comply shall be grounds for an action to recover for damages, or for 1njunct1ve relief, or both,
maintainable by the Board or manager on behalf of the Owners, or ina proper case, by an
aggrieved Owner. :

XXVIIL. ASSOCIATION PROPERTY

28.1  Acquisition of Personal Property. The Board or manager may, from common
funds of the Association, acquire and hold in the name of the Association, for the benefit of the
Owners, tangible and intangible personal property and real property and interests therein; anid -
may disposc of the same by sale or otherwise; and the beneficial interest in such personal’
property shall be owned by the Owners in the same proportion as their respective interésts.in the
common elements, and such property shall thereafter be held, sold, leased, rented, mortgaged or.

otherwise dealt with for the benefit of the common fund of the Association as the Board may
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- diréct.’ The Board shall not, however, in any case acquire real property or personal property
~"valued inexcess of Five Thousand Dollars (§5,000.00) by lease or purchase except upon seventy
" five pereent (75%) of the total votes held by the Unit Owners or written consent of the Unit
Owners holdm g seventy five percent (75%) of the total votes.

28 2. Conveyance or Encumbrance of Common Elements. Common elements may be
conveyed or sub]eeted to a security interest only as follows:

28.2;1 Ap_proval. Portions of the common elements which are not necessary for
the use and possession of a Unit may be conveyed or subjected to a security interest by the
Association if the Owners of Units to which at least eighty percent (80%) of all of the votes
allocated to Units, agree to_th_et action; but all the Owners of Units to which any limited common
element is allocated must agree in order to convey that limited common element or subject it to a
security interest. Proceeds froni the sale or financing are an asset of the Association.

28.2.2 Formof Agreement. An agreement to convey common elements or
subject them to a security interest must be evidenced by the execution of an agreement, or
ratifications thereof, in the same manner-as‘a deed, by the requisite number of Unit Owners. The
agreement must specify a date after. whlch the agreement will be void unless recorded before that
date. The agreement and all ratlﬁcatlons thereof must be recorded with Skagit County Auditor
and is effective only upon recording. -

28.2.3 Power of Associat‘ion. The Association, on behalf of the Unit Owners,
may contract to convey common elements or'subject thém to a security interest, but the contract
is not enforceable against the Association until approved pursuant to Subsections 28.2.1 and
28.2.2 of this section. Thereafter, the Association-has all powers necessary and appropriate to
effect the conveyance or encumbrance, including the power to execute deeds or other
instruments. <

28.2.4 Voidable. Any purported convej}anee, .eneﬁmbranee, or other voluntary
transfer of common elements, unless made pursuant to this sectiof, is.void.

28.2.5 Access and Support. A conveyance or enbumbrainee of common elements
pursuant to this section shall not deprive any Unit of its right of "ae'ee'ss and Support.

28.2.6 Priority. A conveyance or encumbrance of common elements pursuant to
this section shall not affect the priority or validity of preexisting encumbrances

28.3  Description of Personal Property on Termination. Within th1rty (30) days
following the termination of Declarants’ right to exercise the powers of the Board, the Declarants

shall execute and deliver a bill of sale to the Board on behalf of all the Owners, traiisfeﬂingf"apy
items of property located on the Property and furnished by Declarants, which propelty 1s T
intended for the common use and enjoyment of the Owners.

28.4 No Business for Profit. Nothing herein shall authorize the Board or Assoc1at10n o
to carry on any business for profit. :
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XXIX. INTERPRETATION

29 1 Liberally Construe. The provisions of this Declaration shall be liberally construed
to effectuate its purpose of creating a uniform plan for the development and operation of a
Condomlmum development

29 2 Captlons Headings and captions to provisions of this Declaration are for
mformatlon purposes only and are not controlling.

XXX. BYLAWS

Bylaws for the. adrmmstranon of the Association, and the Condominium, and for other
purposes not inconsistent. with the Act or with the terms or intent of this Declaration, shall be
adopted by the Association by seventy five percent (75%) of the vote held by the Owners.
They shall be adopted at a meeting held for the purpose. Notice of the time, place and
purpose of such meeting shall be delivered to each Unit Owner at least ten (10) days prior to
such meeting. Amendments tO the By]aws may be adopted by the same vote at a meeting
similarly called. _

XXXI AMENDMEN_T__"QF_;DECLARAT[ON, SURVEY MAP, PLANS

31.1 Declaration. Amendments tt}the Declaration shall be made in an instrument in
writing entitled “Amendment to Declaration of Island Medical Center Condominium”™ which sets
forth the entire amendment. Except for amendments allowed without vote or agreement of Unit
Owners by the Act, notice of any proposed-amendment-must be given to all Owners of Units as
provided herein and any proposed amendment must be approved prior to its adoption by a
majority of the Board of Directors of the Association. If the Board approves the proposed
amendment, it may be adopted at a meeting of the Owners if seventy five percent (75%) of the
votes held by the Owners vote for such amendment, of without meeting if Owners holding
seventy five percent (75%) of the vote consent in writingto such amendment. In all events, the
amendment shall bear the signature of the president of the Board of the Association and shall be
attested by the secretary, who shall state whether the amendment was. properly adopted and shall
be acknowledged by them as officers of the Association. Amendments once properly adopted
shall be effective upon recording in the office of the Skagit County Auditor.. Any decision
changing the values and percentage of interest expressed herein shall require the unanimous
consent of the Unit Owners. It is specifically covenanted and understood by any parties
accepting Ownership interests in Units under this Declaration that any amendment to this
Declaration properly adopted will be completely effective to amend any -or all of the covenants,
conditions, and reservations contained herein which may be affected and any or all clauses of
this Declaration. :

Notwithstanding the above, this Declaration and the Survey Map and Pla'ns -s_hal}'b_i'e-._=
amended as necessary to incorporate the final detail of Unit 102 upon construction (at the that
time that Unit 102 has received a certificate of occupancy from the City of Anacortes), all as :
more fully described in Section 5.4. L e
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312 Mortgage Holders’ Rights Regarding Amendments.

o 31.2.1 Material Amendments. Eligible Mortgagees (those holders of a first
mortgage on a Unit who have requested the Association to notify them of any proposed action
that requires the consent of mortgage holders) also have the right to join in the decision-making
about certain amendments to the project documents. Amendments of a material nature must be
agreed 1o by Unit Owners representing at least seventy five percent (75%) of the total allocated
votes in the ASSOC]athIl In addition, approval must be obtained from eligible Mortgagees
representing at least fifty-one percent {51%) of the votes of Units that are subject to mortgages
held by eligible Mortgagees and the eligible Mortgagees, by becoming Mortgagees subsequent
to the recording of this Declaration, agree to not unreasonably withhold approval. A change to
any of the following wouild be considered as material:

Voting rights; ...
Responsibility for 'm-‘aintenance and repairs;

Reallocation of mterests 1n the general or limited common elements, or
rights to their use o :

Boundaries of any Umt
Convertibility of UIlltS 1nto common elements or vice versa;

Expansion or contraction of_ the Condominium project, or the addition,
annexation, or withdrawal of property to or from the project, except to
the extent provided in Section XXXII “Declarants Reserved
Development Rights”;

A decision by the Association to est'ab'lish's'se'l'f-ma;nagement when
professional management had been requlred prev1ously by an eligible
Mortgagee; -

Restoration or repair of the project (after a hazaf,d'daﬁlége or partial
condemnation) in a manner other than that speciﬁed in ?the documents;

Any action to terminate the legal status of the prolect after substantlal
destruction or condemnation occurs; or :

Any provisions that expressly benefit Mortgagees.

Notwithstanding the above, no Mortgagee shall have the right to consent to the completion of
Unit 102 or any related amendments to the Declaration required by the completlon of Umt
102. I .

31.2.2 Non-Material Amendments. If an addition or amendment is not k L
considered as a material change--such as the correction of a technical error or the clarificationof
a statement--approval is assumed when an eligible Mortgagee fails to submit a responsétoany - .
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' 'ertten proposal for an amendment within 30 days after the proposal is made, if such approval is
_ -’requlred

31 3 Survey Map and Plans. Subject to the pr0v131ons regarding modification of Units,
the Survey Map and Plans may be amended by revised versions thereof referred to and described
as to effect in-an amendment to the Declaration adopted as provided for herein. Copies of any
proposed amendmnient to the Survey Map and Plans shall be made available for the examination
of every Owner. ‘Such amendment to the Survey Map and Plans shall also be effective, once
properly adopted, upon recordation in the files of the Skagit County Auditor.

XXXIL DECLARANTS’ RESERVED DEVELOPMENT RIGHTS

32.1 Roof Surface: Declarants reserve the right, but do not have the obligation, to
designate the use of the surface of the roof for the purpose of locating telecommunications
facilities, including the right to designate portions of the surface of the roof as limited common
clements assigned to a partlcu]ar Unit for the purpose of locating telecommunications facilities.
Use of the limited common elements on the roof, if granted by the Declarants, shall be limited to
telecommunications equipment’ directly related to the telecommunication needs of the Owners
and tenants in the Building. No use of the roof shall be permitted or allowed for anyone who
does not own or rent space in the Bu11dmg

32.1.1 Any usc of the surface of the roof shall be based on a first come, first
served basis, and the Owner of a Unit with a limited common clement on the surface of the roof
shall be responsible to ensure that its use of the surface of the roof does not conflict, obstruct or
interfere (including electrical interference) with any pre-existing use of the surface of the roof by
the Declarants or another Owner. That principle shall apply to multiple uses over time of the
same limited common element on the roof. In other- words, a later use of a limited common
element on the roof shall be subject to pre-existing uses of allt limited common elements on the
roof. The Unit Owner proposing any alteration, reconfiguration, addition or expansion of an
existing use of the roof surface shall be responsible to ensure that sald alteration, reconfiguration,
addition or expansion does not conflict or interfere with any-use. pre exlstmg the proposed
alteration, reconfiguration, addition or expansion. S .

32.1.2 The Declarants or the Board may adopt commionly accepted industry
standards regarding clectrical interference that will apply to all uses of the roof:- In addition, the
Declarants or the Board may adopt reasonable rules and regulations regarding the use of the roof,
including an application process, notice to other Owners or tenants using. the roof and means for
resolving conflicts. S

32.2 Easements. Declarants reserve easements over and across all Gf the Property for
purposes of exercising their rights reserved under this Article. Declarants spemﬁcal}y reserve
such easements for utilities, shared access, and for purposes of storage and use of construction
materials. The easements created by this reservation shall exist in perpetuity for the constmctlon
of the Condominium, uses necessary to implement Declarants’ reserved rights, and uses by the
Declarants for any other improvements which Declarants may add in and around the Property
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323  Adjustment of Unit Boundaries — Subdivision of Units. During the period of
~“Declarant.control, the Declarants reserve the right to modify the boundaries of the Units of the

Bu11d1ng owned by the Declarants without the approval of the Board or the Association. The
Declarants shall file an amendment to the Declaration and record survey maps and plans
cotnplj,fing wi'th".the requirements of the Act.

32 4 _@gnment of Rights. Declarants reserve the right to transfer or assign the
development. rights teserved in this Article, including an assignment of some or all of said rights
to the Association.” The assignee or successor in interest of Declarants’ development rights shal}
have all of such rlghts ‘without limitation, as Declarants possess, subject only to any restrictions
or limitations set forth in the Act, this Declaration, and the Lease.

32,5 Time for Exercise. Any or all of the development rights reserved by the
Declarants in this Declaration. may’be exercised within fifty (50) years from the date of recording
of this Declaration. Declarants may exercise one or more of the rights reserved in this
Declaration at any time and the exercise of only a portion of Declarants’ reserved right does not
impact or restrict Declarants’ rlght m the ﬁJture to exercise the remainder of the development
rights reserved. : -

XXXIII RIGHTS OF ACTION

The Association and any aggrleved Umt Owner has the right of action agamst Unit
Owners who fail to comply with provisions of this Declaration, the Lease or any rules, Bylaws
or decisions adopted by the Board. Unit' Owners also have a right of action against the
Association for its failure to comply with the pr0v131ons of the Declaration, the Lease, Bylaws,
rules or its own decision. _ :

XXXIV. SERVICE OF PROCESS
Vince Oliver, the Superintendent and CEO of the .Distr_i_h'c;-, Declarant whose address is:

Skagit County Public Hospital Dist. No. 2
c/o Island Hospital

1211-24th Street

Anacortes, WA 98221-2590

i1s hereby designated as the person to receive service of process on behalf of the
Declarants in the cases provided in the Act. s <

XXXV. SEVERABILITY

The provisions hereof shall be deemed independent and severable, and the ini?alldlty or
partial invalidity or unenforceability of any one provision or portion thereof shall not affect the
validity or enforceability of any other provision hereof. :
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XXXV]. CERTIFICATE OF COMPLETION

Declarants hereby certify, pursuant to RCW 64.34.200(2)(a), that all structural
components and mechanical systems in the Condominium are substantially completed.

XXXVII. EFFECTIVE DATE

."This' I:__)_rec'llla_lfa't'ion shall take effect upon recording.
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XXXVIII. REFERENCE TO SURVEY MAP AND PLANS

The set of plans of the building referred to herein were filed with the Auditor of Skagit
County, Washington, simultaneously with the recording of this Declaration under Auditor’s File
No. waw&%@ 12,

DATED ef-_f_ec-tlvg: the Z 3 i”’(/iay of H A (C/Pq , 2006.

DECLARANTS:

SKAGIT COUNTY PUBLIC HOSPITAL
DISTRICT NO. 2

. N

Vincent C. Oliver, CEO

" “CHALLENGE DEVELOE

LANDLOR l :

SKAGIT COUNTY PUBLIC HOSPITAL
DISTRICT NO. 2 :

By: \&\h\k\ﬁ\& m

Vincent C. Ollver, CEO
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. STATE OF WASHINGTON )

iy Jss.
County of Skagit )

"I__ce_r_tif:y-'.that I know or have satisfactory evidence that Vince Oliver is the person who
appeared before-me;.and said person acknowledged that he signed this instrument, on oath
stated that he-was authorized to execute the instrument and acknowledged it as the CEO of the
Skagit County Public Hespital District No. 2, a Washington municipal corporation, one of the
Declarants under this Declaration and the Landlord, to be the free and voluntary act of such
party for the uses-and purposes mentioned in the instrument.

Dated this..l:jjfia‘_y_ of Ma.xeh , 2006.

A
ma Se¥ Printed Name
OTA UBLIC, State of Washington

% Uiy e i 5 My Commission Expires; ?

334
gt
4

<

STATE OF WASHINGTON )
)ss. s
County of Skagit ) "

I certify that I know or have satisfactory evidence that Jerry Zavalney is the person
who appeared before me, and said person acknowledged that. he signed this instrument, on
oath stated that he was authorized to execute the instrumeént-and.acknowledged it as a Member
of Challenge Developments II, L.L.C., a Washington Jimited liability company, one of the
Declarants under this Declaration to be the free and voluntary. act of such party for the uses
and purposes mentioned in the instrument. R

Dated this E) day of Hdru/\' , 2006.

A" QS MANS"I Al :
“ ......... £ 2, 7 = . -
,,4:? '?~ WSSI0N +{<}"‘: AN LIS TIG A Printed Name
F S wmp 202 PUBLIC, State of ‘_.7~13311£1§g_12j .
£ | - O E My Commission Expires: - LQ;_
'%%.:'% LG Q,O’"i%; A
% e an FUSS

Declaration Establishing the Island Medical 42 ‘Il““I“I“Ll“l““ll“ﬂjl@“%j@“ll“l“ e
20060 0130

Center Condominium
03/10/06{DWB619925. DOC;8/06989_04 5010/
{ } Skagit County Auditor

3/14/2006 Page 42 of 43 2:51PM




EXHIBIT A
LEGAL DESCRIPTION OF THE LAND

(To be rev1sed as may be required by survey of the Property or final title insurance
Ao commitment by Title Company.)

That portion of tﬁe Southeast Quarter of Section 24, Township 35 North, Range 1 East of the
Willamette Meridian; described as follows:

Commencing at the East. Quarter corner of said Section 24;

thence South 0°59°30” East, along the East line of said Section 24, 1,223.17 feet to an
intersection with the South line of 24th Street;

thence South 89°58°48” West ‘along the South line of 24th Street, 396.27 feet to the true point
of beginning;

thence South 0°01°35” East 264. 46 feet;

thence South 89°58°25” West, 358.50 feet to the East line of “M” Avenue;

thence North 0°01°35” West; along the East line of “M™ Avenue, 264.50 feet to the South
line of 24th Street;

thence North 89°58°48” East along the South l1ne of 24th Street, 358.50 feet to the true point
of beginning; o

Together with that Reciprocal Easement Agreement recorded March 14, 2006 under
Auditor’s File No.Zopet2 140 125 Records of Skaglt County, Washington.

Situate in Skagit County, Washington.

END OF EXHIBITA
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