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ARTICLET

SUBMISSION OF PROPERTY:; PURPOSE

11 " Submission of Property.

- Knorr’ Homes [LLC and Z & D II, L.L.C., hereinafter collectively referred to as the "Declarant,”
being the owner.in fee simple of the land described in the attached Exhibit "A", hereby submits said land,
together with” alt improvements, easements, rights and appurtenances thereunto belonging, collectively
referred to hereinafter as "the Property", to the provisions of the Washington Condominium Act ("the
Condominium Act”, i.e., Lhapter 64.34 of the Revised Code of Washington), and creates from such Property
a Condominium to be’ knovm as "Padﬂla Heights Suites, a Condominium.”

1.2, Reference to Survey Map

Contemporaneously Wllh the recordatlon of this Declaration, the Declarant has recorded with the
Auditor of Skagit County, Washington a certain survey map and Condominium plans, showing the location
and dimensions of the land des¢ribed in Exhibit "A” and the location and dimensions of the improvements
thereupon constructed or contemplated to be-constructed, together with other information required by the
Condominium Act; this survey map and. Condominium plans are hereinafter together referred to as the
"Survey Map" or the "Survey Map and" Plans the Survey Map is recorded at Auditor's File No.

200865 O0OF o/4¢,

1.3. Purpose.

This Declaration, together with the Survey Map and Plans referred to herein, states covenants,
conditions, restrictions and reservations intended by the Declarant to effect a common plan for the
Condominium development of the Property mutually beneficial to all of the described Units. The covenants,
conditions, restrictions, reservations and plan, including without limitation the statutory lien for Assessments
described at Section 10.16 hereof, which may be foreclosed by the Association nonjudicially under the Power
of Sale granted herein, arc binding upon the entire Property érid upon &ach such Unit as a parcel of realty,
and upon its Owners and their heirs, personal representatives, tenants; licensees, successors and assigns,
through all successive transfers of any part of the Property, irrespective of whether specifically referred to
indeeds, contracts or security instruments, and regardless of any subsequent forfeitures, foreclosures, or sales
of Units under security instruments, or of any forfeitures, foreclosures or. sales mstltuted for nonpayment
of government tax, levy or assessment of any kind.

ARTICLE II
DEFINITIONS
2.1, "Allocated interest” means the undivided interest in the Common Elemenits, the Common
Expense liability, and votes in the Association allocated to each Unit by the provisions of Sectlons S 3 7 4 2

and 10.6 of this Declaration, pursuant to RCW 64.34.224

2.2.  "Assessment” means all sums chargeable by the Association against a Unit 'iIIICI'L.l:di.n;g, o

without limitation: (a) Regular, Special and Limited Assessments for Common Expenses, charges, and ﬁneS' s

| MWHIMIMMIWIWIMIMMMIW
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'iniposed by the Association; (b) interest and late charges on any delinquent account; and (c) costs of
-colléction, including reasonable attorneys' fees, incurred by the Association in connection with the collection
~-of 4 delinquent Owner's account.

#2237 "Association” or "Unit Owners' Association” means the unit owners association organized
under RCW 64.34.300.

T4 "___:..-‘-‘B'bard'-pf Directors" means the body with primary authority to manage the affairs of the
Association. ./
2.5, "Com‘rﬁbn"Eiements" means all portions of a Condominium other than the Units. The term

"General Conunon'E}erneﬁt_§" 'is'_s__ometimes used herein to describe Common Elements which are not orhave
not yet been allocated as Limited Common Elements.

2.6. "Commbn'E__xpé:n-SéS"- rhcans expenditures made by or financial liabilities of the Association,
together with any allocations to reserves. Such expenditures are described with particularity in Schedule
8.3.2 in Exhibit D to this Declaration. -

2.7.  "Common Expens_é:..li'éb_il_ity’-‘-:-__r_n'eans the liability for Common Expenses allocated to each
Unit pursuant to RCW 64.34.224, and Section 10.6 of this Declaration.

2.8. "Condominium" means real pmﬁerty, portions of which are designated for separate
ownership and the remainder of which is designated for common ownership solely by the Owners of those
portions. Real property is not a Condominiuin unless the undivided interests in the Common Elements are
vested in the Unit Owners, and unless a Declaration and A Survey Map and Plans have been recorded
pursuant to the Condominium Act, s

2.9. "Condominium Instruments” means the Deciar’étibn the Survey Map and Plans, the Bylaws
of the Association, any Rules and Regulations adopted by the Board of Directors, and any amendments to
any such documents. : :

2.10. "Conversion condominium"” generally means a condominium which, prior to its creation, was
lawfully occupied wholly or partially by one or more residential tenants orsubtenants. This term is
specifically defined at RCW 64.34.020(10). This Condominius ‘does not constitute a conversion
condominium. s N

2.11.  "Conveyance" means any transfer of the ownership of a Umt mcludmg a transfer by deed
or by real estate contract, but shall not include a transfer solely for secunty :

2.12.  "Declarant" means any party who (a) executes the Condominium Declaratlon or{b)reserves
or succeeds to any Special Declarant Right under the Declaration or who owns a fee. interest-in the project
and who is materially involved in the development of the project in the manner descrxbed m RCW
64.34.020(13). . S

2.13.  "Declarant control” means the right of the Declarant or persons designated by'the Declarant
to appoint and remove officers and members of the Board of Directors or to veto or approve.a proposed
action of the Board or Association pursuant to Sections 8.1 and 16.5 of this Declaration 4nd’ RCW ;

64.34.308(4) or (5).
2 A WjiIHIiI\WIIWII\INM
805090149
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T 214, "Declaration” means this document, which creates the Condominium by setting forth the
-information required by RCW 64.34.216, and any amendments to this document.

215, "Development Rights" means any right or combination of rights reserved by the Declarant
in“the Dcclaranon (a) to add real property or improvements to the Condominium; (b} to create Units,
Common Elements, or Limited Common Elements within real property included in or added to the
Condominjum: (¢) to subdivide Units or convert Units into Common Elements; (d) to withdraw real property
from the Condominium; or (¢) to reallocate Limited Common Elements with respect to Units that have not
been conveyed by the Declarant. Development rights are personal to the Declarant and may be exercised,
or not exercised, at- the sole discretion of the Declarant, In this Condominium, Development rights are
described in Section 3.3 here_of.

2.16. "Dispose” 6r "diéposition“ means a voluntary transfer or conveyanceto a purchaser or lessee
of any legal or equitable 1nterest in-a Umt but does not include the transfer or release of a security interest.

2,17, "Eligible Mortgagee means the holder of a mortgage on a Unit that has filed with the
secretary of the Association. a wr;tten___req_uest that it be given copies of notices of any action by the
Association that requires the conse‘ht of .rnbrtgagees.

2.18. "Foreclosure" meansa forfelture or judicial or nonjudicial foreclosure of a mortgage or a
deed in lieu thereof. ‘

2.19.  "Identifying number" means a symbol or address that represents the designation of each Unit
or, in some cases, a Common Element component, in the Condominium. A list of identifying numbers for
all the Units in the Condominium in existence as of the effective date of this original Declaration, along with
other information required by the Condominium Act, is attached as Exhibit B to this Declaration, where such
identifying numbers are listed in a column below the w_'ord's "Ufni1 No."

2.20. "Leasehold Condominium" means a Condomm1um in which all or a portion of the real
property is subject to a lease, the expiration or termination of which wnll terminate the Condominium or
reduce its size. This Condominium is not a leasehold COndommlum

221, "Limited Common Element” means a portion of thé Common Elements allocated by Article
VI of the Declaration or by operation of RCW 64.34.204(2) or (4) far the excluswe use of one or more but
fewer than all of the Units.

222, "Limited Common Assessment” means a portion of the Commeon: Expenses of the
Association which may be specially assessed against one or more but fewer [han all of the Units pursuant
to Section 10.8 of this Declaration. . ;

2.23.  "Mortgage" means a mortgage, deed of trust or real estate contraé‘t:

2.24,  "Occupant" mecans a person lawfully occupying any Unit; the term. 1nc1udes w1th0ut
limitation Unit Owners, and family members, employees and tenants of Unit Owners. < :

2.25. "Person” means a natural person, corporation, partnership, limited partnershlp, trust
governmental subdivision or agency, or other legal entity. :

T
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) 2.26.  "Purchaser” means any person, other than the Declarant or a dealer, who by means of a
_.=dlspos1t1on acquires a legal or equitable interest in a Unit other than (a} a leasehold interest, including
wTenewal optlons of less than twenty years at the time of creation of the Unit, or (b) as security for an
obllgatlon

_' _2.27. _:-"_Special Declarant Rights" means rights reserved for the benefit of the Declarant: (a) to
complete. improvements indicated on survey maps and plans filed with the Declaration under RCW
64.34.232; (b)'__to exercise any Development Right under RCW 64.34.236; (c) to maintain sales offices,
management-offices, signs advertising the Condominium, and models of the project under RCW 64.34.256;
(d) to use easements through the Common Elements for the purpose of making improvements within the
Condominium or within real property which may be added to the Condominium under RCW 64.34.260; (¢)
to make the Condommlum part of a larger Condominium or a development under RCW 64.34.280; (f) to
make the Condominium subject to'a master Association under RCW 64.34.276; or (g) to appoint or remove
any Officer or Director of the' Assomatlon or of any master Association, or to veto or approve a proposed
action of the Board or the Assomatlon durmg any period of Declarant control under RCW 64.34.308(4). In
this Condominium, Special Declarant Rights are described in Section 16.5 hereof.

2.28.  "Special Limited C:ommori Elements" means those Limited Common Elements which shall
be repaired, replaced and subj ected fo periodic maintenance by the Association at the expense of the
Owner(s) of the Unit(s) to which such lelted ‘Common Element(s) are allocated, under Sections 6.2.3
and 10.8 of this Declaration. In this Condomuuum Special Limited Common Elements consist of the
signhage, canvas awnings, and exterior windows gnd doors of each Unit. The term shall also include any areas
or facilities which are constructed and permitted-to exist among the Common Elements by or at the request
of a Unit Owner after the recordation of this Declaration, which require such work by the Association rather
than by the Unit Owner, and as to which it would be inequitable that other Owners share in the costs incurred
by the Association in so doing. The Board may require that a Special Limited Common Element be insured
by the Owner of the Unit to which it is appurtenant, under Section 11.5.4 hereof.

2.29. "Timeshare" shall have the same .fhéaﬁing_.--“s'péciﬁ_cd in the timeshare act, RCW
64.36.010(11).

2.30. "Unit" means a physical portion of the Condoﬁiihium'deéi gnated for separate ownership, the
boundaries of which are described pursuant to RCW 64.34. 216(1)(d) at Sectlon 4.2 hereof,

231, "Unit Owner” means the Declarant or any other person WhO awns a Unit, but does not
include a person who has an interest in a Unit solely as security for an obhgatlon “Umt Owner" means the
vendee and not the vendor of a Unit under a real estate contract. : Sk

2.32.  "Upkeep" means any care, inspection, maintenance, operation, repait, rcpéinting, remodeling,
restoration, improvement, renovation, alteration, replacement and reconstruction that is. requlred {o maintain
property in a decent, safe and sanitary condition, in keeping with the standards of the Condommlum

RN ﬂl\IWIIAI\I\HIIIMNIWNIMI\
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ARTICLE 1II

DESCRIPTION OF LAND, BUILDINGS, DEVELOPMENT RIGHTS

3 1 Land and Street Address.
E The 1af1__d= 61_1..which the building and other improvements of this Condominium are located is situated

at 9642 Padilla Heights Road, Anacortes, Skagit County, Washington 98221, and is more particularly
described in Exhibit."A" which is attached hereto and incorporated herein.

32.  Buildings. "

The Condo'miniﬁ“rnﬁeon_t'é'ihs one building depicted on the Survey Map and Plans.

33 Develoﬁiﬁem- Righ‘ts; -

Pursuant to RCW 64 34 21 6( 1)(_]) the Declarant has reserved Development rights which are
personal to the Declarant and may be’ exerc:1sed or not exercised, at the sole discretion of the Declarant.
These include the rights to: to create ‘additional Units, Common Element components; to create additional
Common Elements or Limited Common Eletments within the real property included in the Condominium,
as described more particularly in Sections 4,1,°5.1; and/or 6.1 of this Declaration; to allocate portions of the
Common Elements as Limited Common Elements; to create and/or subdivide Development Units, to convert
Development Units into storage Units, and/or.to convert portions of Development Units into Common
Elements and to subdivide or combine Units in the Condothin_iur_n.

Without limiting the foregoing, the'D:eclaran'f reserves the right to expand the scope of
development within the Condominium through phased development as described below. Only Phase 1 is
required to be completed. : ;

(a) Phase 1, in general, shall consist of the fourteen(14) commercial Units in one
building and four (4) Development Units, as described in Exhibit B to thls Declaratlon along with various
amenities described hereinafter.

(b) Phase 2, in general, would consist of up to an 'édd.i.t'ional'founeen (14) commercial
Units created by a subdivision of a Development Unit created in Phase 1 in a second bulldmg, with
additional parking facilities. Lo =

(©) Phase 3, in general, would consist of up to an addltlonal fourteen (l 4) commercial
Units created by a subdivision of a Development Unit created in Phase 1, in a third bulldmg, w1th addltlonal
parking facilities. -

(d) Phase 4, in general, would consist of up to an additional fourteen{(1 4)'e0mrhe;01a]
Units created by a subdivision of a Development Unit created in Phase 1, in a fourth building, w1th addltlonal
parking facilitics. : S

o
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: (e) Phase 5, in general, would consist of up to an additional five (5) commercial Units
_.=created by.a subdivision of a Development Unit created in Phase 1, in a fifth building, with additional
'----par_klgg faeilities.

- '3-.3 2. Procedure for Exercise.

(a) To exercise any Development Right reserved under Section 3.3 .1 of this Declaration,
the Declarant shall prepare, execute, and record an amendment to the Declaration and either a new Survey
Map and Pla:ns_neces_s.ary to conform to the requirements of subsections (1), (2), and (3) of RCW 64.34.232,
or new certifications.of the Survey Map and Plans previously recorded if the documents otherwise conform
to the requirements of those subsections, in accordance with Section 17.6 of this Declaration. The Declarant
shall be the Unit Owner of any Units thereby created. The amendment to the Declaration shall assign an
identifying number to each new Unit created, and, except in the case of subdivision or conversion of Units
described in subsection (¢) of th_IS section, shall reallocate the allocated interests among all Units in existence
following the amendment, isihg thé same formulas or factors for allocation specified in Sections 5.3, 7.4.2
and 10.6 hereof. The amendment shall describe any Common Elements and any Limited Common Elements
thereby created and, in the case of Limited Common Elements, designate the Unit to which each is allocated
to the extent required by RCW 64, 34, 228, No additional Phase of development shall be deemed to be
completed or to constitute a lawful portlon of thls Condommmm until the Amendments described above shall
have been recorded.

(b) If the Declarant exercises.a' Development Right to subdivide a Unit previously
created, whether or not any part of the Unit-is converted into Common Elements, the amendment to the
Declaration shall reallocate all the allocated interests of the Unit among the Units created by the subdivision
in any reasonable and equitable manner prescribed by the Declarant at the time of such subdivision.

3.3.3. Time Limits on Development':liiﬁhts..

The Declarant may exercise the Development-Rights described in Section 3.3.1 of this
Declaration within seven (7) years from the date of the conveyarice by the Declarant of the first Unit in the
Condominium to a person other than the Declarant. Deé]airant may: commence construction of any
improvements relating to such Development Rights at any time prior I'her':g:t.o-,-under the Easement Rights and
Special Declarant Rights reserved in Sections 16.3 and 16.5 of this Declaration,

3.3.4. Seguence of Exercise of Rights.

The Declarant declares, pursuant to RCW 64.34.216(1)(k), that.subject to the time
limitations stated in Section 3.3.3 hereof, and except as otherwise expressly. provided clsewhere in this
Declaration, the Development Rights described in Section 3.3.1 of this Declaration may be exercised at any
time, at different times and in any order, without further assurances or limitation -of.aﬁ& sdr_t_. s

3.3.5. Declarant's Liability for Expenses.

In addition to the liability that the Declarant as a Unit Owner has under this’Deél-ar_at_iéh: the
Declarant alone is liable for all expenses in connection with real property subject to Development Rights;
No other Unit Owner and no other portion of the Condominium is subject to a claim for payment of those

expenses. Any income or proceeds from real property subject to Development Rights shall iriuré to the .

Declarant.
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ARTICLE IV
UNITS
41 - Number and Location.
. 41,1, Initial Units.

.The Coﬁdominium contains fourteen (14) commercial Units and four (4} Development Units
which are deplcted on the Survey Map and Plans. The location of existing Units within the Condominium
and the dimensions ofthose Units are shown on the Survey Map and Plans. Exhibit B hereto contains a list
of all Units, their 1_dentlfyu_1g numbers, size, the Allocated Interests appurtenant to cach Unit, and other

information required by thie Condominium Act.

4.1.2. "Ufi'its' Crea"téd"bv Phased Development.

The Declarant reserves the right to create a total of sixty-one (61) commercial Units pursuant
to Development Rights reserved in, Section 3.3.1 of this Declaration. Reference should be made to that
Section for additional information. If requlred for purposes of financing the construction of future phases,
Declarant may create interim “Development’ Units” designed to support and contain the construction of the
building(s) containing new Units, Development Units may be “airspace” units, which have boundaries
consisting simply of planes in space. - Any __=DeveIopmcnt Unit will be assigned Allocated Interests
proportional to the number of commercial Units which may be created within it. Declarant specifically
reserves the right to subdivide any such Developmem Unit into Units and Common Elements supporting or
serving same. -

4.2, Unit Boundaries.

The boundaries of each Unit are as follows:

4.2.1. Upper and Lower (horizontal) Boundarle :

The upper and lower boundaries of the Unit shall be the followmg boundaries extended to
an intersection with the vertical (perimetric) boundaries.

(a) Upper Boundary: The horizontal or oblique planes of the bottom surfaces of the
wood joists or other structural materials used in the structural portions of the ceiling except where there is
a skylight, in which case the upper boundary exists at the underside of the skylight. The skyh ght fixture itself
constitutes a Limited Common Element pursuant to Section 6.1.2 hereof.

(b) Lower Boundary: The horizontal plane of the top surface of the undecorated
concrete floor slab or subflooring material, as the case may be. :

(c) The floor of any second or mezzanine level of Unit constitutes a part of the Umt
rather than a horizontal boundary thereof. : :
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4.2.2. Vertical (perimetric) Boundaries.

; The vertical boundaries of the Unit shall be the vertical planes which include the back
surface of the sheetrock of alt walls bounding the Unit, extended to intersections with each other and with
the-upper and lower boundaries.

423 Boundaries of Development Units.

The vemcal boundaries of Development Units shall consist of planes extending vertically
from the locatlon of'those boundaries for those Units depicted on the Survey Map and Plans. The upper and
lower boundaries of Developmcnt Units consist of planes existing at elevations levels described particularly
on the Survey Map.

43.  Monuments in _'Rel--atio__n to Boundaries of Units.

The physical boundaries of a Unit, in conjunction with the physical boundaries of the building
containing such Unit, constructed in substantial accordance with the original Survey Map and Plans, define
the boundaries of the Unit rather':than any metes and bounds expressed in the Survey Map or Plans,
regardless of settling or lateral movement Qf the bulldmg or minor variance between boundaries shown on
the Survey Map or Plans.

44.  Additional Items Included if Uniis.

Each Unit contains: (i) any nonstructu:al interior partitions located within the boundaries of the Unit;
(i1) the interior surfaces of all boundary walls, ceilings and fleors, including any paint, floor coverings and
other finishing materials; and (iii) any visible electrical and mechanical fixtures, systems and equipment,
commencing at the point of disconnection from the structural body of the building or from utility lines, pipes
or systems serving any other Unit or the Common Elements, * -

4.5, Items Excluded from a Unit.

A Unit shall be deemed not to include: pipes, wires, cohduits'_and:pther. public or private utility lines,
bearing columns, structural roofing members, or other structural portions of the building running through a
Unit which are utilized for or serve more than one Unit or the Common Elements, and all other property and
fixtures of any kind which are not removable without jeopardizing the soundness safety or usefulness of the
remainder of the Condominium.

4.6. Maintenance of Units.

Each Unit Owner shall, at its sole expense, have the right and the duty to keep the interior of its Unit
and its fixtures, equipment, and appurtenances in good order, condition and repalr and shall do all
Preventative Maintenance, repairs and/or replacements at such times as are necessary to malntam the good
appearance and condition of such Unit. Each Owner shall also be responsible for the maintenance; repalr
or replacement of any electric door opening equipment and any individual heating, ventilating or air-
conditioning equipment, wherever located, installed for the sole and exclusive use of the Unit, and of any
device or equipment lying outside the boundaries of the Unit but installed for the sole and exclusive use of

the Unit, and of any other fixtures, systems or equipment described in Section 4.4(iii) hereof. This Section
shall not be construed as permitting any interference with or damage to the structural integrity of the building =~

L
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(’)r._inter'fercnce with the use and enjoyment of the Common Elements or of the other Units or any of them,
~nior-shall it be construed to limit the powers or obligations of the Board hereunder. See also Section 8.4
“hereof. -

47 “ Alterations of Units.
."-_i_"Subj.ec:t'td the provisions of this Declaration and other provisions of law, a Unit Owner:

4 7 1 .May make any improvements or alterations to the Owner's Unit that do not affect
the structural mtegmy or mechanical or electrical systems of any other Unit or the Common Elements, lessen
the support of any portlor_j of _the Condominium, or violate use restrictions imposed by law;

4.72. May not chan ge the appearance of the Common Elements or the exterior appearance
of a Unit without permlssmn of the Assoc1at10n

4.7.3. May, after acqumng an adjoining Unit or an adjoining part of an adjoining Unit, and
following approval of the Board of Directors, remove or alter any intervening partition or create apertures
therein, even if the partition in whole or in part is a Common Element, if those acts do not adversely affect
the structural integrity or mechanigal-or elgctrical systems of any other Units or the Common Elements, or
lessen the support of any portion of the Condominium. Removal of partitions or creation of apertures under
this Subsection is not a relocation of boundaries. The Board of Directors shall approve a Unit Owner's
request, which request shall include the plansand specifications for the proposed removal or alteration, under
this Subsection within thirty days, unless the proposed alteration does not comply with the Condominium
Act or the Declaration or impairs the structural integrity or mechanical or electrical systems in the
Condominium. The failure of the Board of Directors to act upon a request within such period shall be
deemed approval thereof. =

4.8. Combining Units and Relocation of Uﬁit Bouﬁdéiries.

4.8.1. Subject to the provisions of any apphcable bulldmg, zoning or other applicable
regulations, and with the consent of any Eligible Mortgagees holding mortgages in the affected Units
pursuant to Schedule 15.3 of Exhibit B to this Declaration, the boundaries between adjoining Units may be
relocated, or Units may be combined, but only by an amendment to the Condominium Instruments as
provided in Article XVII hereof, following application to the Association by the ‘Owners of those Units, If
the Owners of the adjoining Units have specified a reallocation between thexr Units of their Allocated
Interests, the application must state the proposed reallocations. Where two or more entire Units are
combined, the Allocated Interests allocated to the resulting Unit shall equal the sum of the Allocated Interests
formerly allocated to each of the Units which were combined. Unless the Board of Dlrectors determines
within thirty days that the reallocations are unreasonable, the Association shall prepare an.amendment to the
Declaration 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 in
the Office of the County Auditor. The Owner of any Unit which has been previously combiried with another,
or which has had its common boundary adjusted with another, may later cause such adjustment to be reversed
with the consent of the Owner(s) of any other Unit(s) affected thereby, in the manner provided in the-Act.

4.8.2. The Association shall obtain and record Survey Maps or Plans complying wi'tﬁ fhé

requirements of RCW 64.34.232(4) necessary to show the altered boundaries between adjoining’ Umts and N

their dimensions and identifying numbers.

L=l
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: 4.8.3. The reasonable costs incurred in preparing and recording amendments to the
Condommlum Instruments shall be paid by the Owners of the adjoining Units to the Association prior to
rec_orr__:lau_qn of such amendments.

ARTICLE V

COMMON ELEMENTS

51, Corri'moh Elements.

Except as othervnsc spemﬁcally reserved, assigned or limited by the provisions of Article V1 hereof,
the Common Elements of the Condommxum which may also be referred to as "General Common Elements,”
consist of the following: .~

51.1. The land abo_'va described, including all driveway and/or private roadway areas,
landscaped areas and open sp__a'ecs-._c__iepi’c__t_edﬁ__on the Survey Map.

5.1.2. The roofs"forindations columns, girders, studding, joists, beams, supports, main
walls, and all other structural parts-of the bulldlng, to the boundaries of the Units as described above in
Section 4.2.

5.1.3. Installations of se’rv_ice'é_-fdr common use such as main power lines, exterior lighting,
main water or sewer lines, septic system,"pipes, conduits, and wires; any common restrooms, trash
receptacles, containers or "dumpsters"; any equipment for fire suppression systems or security systems; any
common mailbox facilities, and in general any and all apparatus and installations existing for common use
rather than for any one Unit. ;

5.14. The controlled entrance gate and ﬁéﬁmet?r’_ fencing.

5.1.5. Theengineered stormwater system, Wthh shal lfb_é maintained as provided in Section
5.7 hereof. e

5.1.6. Allotherparts of the property necessary or convement to its existence, maintenance
and safety, or normally in common use.

3.2, Partition, Conveyance, or Encumbrance.

5.2.1. Except as permitted by this Declaration or the Condormmum Act the Common
Elements shall remain undivided and shall not be abandoned by act or omission, and no 'Unit Owner or other
person may bring any action for partition or division of the Common Elements, except.as prov1ded in Section
9.3 hereof. Portions of the Common Elements which are not necessary for the commercial use of a Unit may
be conveyed or subjected to a security interest by the Association, subject to RCW 64.34.348, if the O_WQers
of Units to which at least eighty percent of the votes in the Association are allocated, includirig eighty percent
of the votes allocated to Units not owned by the Declarant or an aftiliate of the Declarant, along with that
percentage of Eligible Mortgagees specified in Article XV of this Declaration consent to this action; butall
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 of the sale or financing of General” .

A
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Common Elements are an asset of the Association. Proceeds of the sale or financing of a Limited Common
-Element may be allocated between the Association and the Unit(s) to which it was appurtenant, in such
'----reasonable propomon as the Association and Unit Owner(s) may agree, subject to Section 5.2.2 hereof,

.5.2.2.  An agreement to convey Common Elements or subject them to a security interest
must be ev1denced by the execution of an agreement, or ratifications thereof, in the same manner as required
for deeds, by the requisite number of Unit Owners. The agreement must specify a date after which the
agreement-will be void-unless recorded before that date. The agreement and all ratifications thereof must
be recorded in every COunty in which a portion of the Condominium is situated and is effective only upon
recording.

5.2 3 Any purported conveyance, encumbrance, or other voluntary transfer of Common
Elements, unless made pursuant tothis section, is void. A conveyance or encumbrance of Common EFlements
pursuant to this section s_hal_l not deprive any Unit of its rights of access and support, nor shall it affect the
priority or validity of preekisting eficumbrances.

5.3, Allocated Ih‘terests. W

5.3.1. Initial Alloeatlon "

Pursuant to RCW 64.34. 224( 1) the Declarant has allocated to each Unit in the Condominium
an undivided interest in the Common Elements of the Condominium, which is known as the Unit's Allocated
Interest in the Common Elements. The allocationof these undivided interests has been determined generally
on the basis of each Unit’s size relative to-all other Units in the Condominium and/or the number of
commercial Units which may be created within it Each Unit's Allocated Interest in the Common Elements
is expressed as a percentage and is stated with particularitj,% on the attached Exhibit B.

5.32. Reallocation.

In the event that the Declarant exercises a DeV_eIObrhent Right to create additional Units in
the Condominium, these initial Allocated Interests shall be reallocated pursuant to Section 3.3.2 hereof.

5.4, Maintenance, Repair and Replacement.

The Association is responsible for maintenance, repair, and feplac.e_meht_ of the Common Elements,
including the Limited Common Elements, except as may be provided in"Section 6.2 hereof.

5.5.  Schedules for Preventative Maintenance, Other Routine M'ainlenaﬁee and- Reserves.

The Board, with the assistance of the Association’s Manager and/or other eompetent professionals,
shall develop a schedule of routine Preventative Maintenance for all components of the Common Elements
which require same, establishing appropriate times during each year when such maintenance shou]d occur,
and identifying qualified contractors to conduct such inspections and Preventative Maintenance, The Bgard
should take particular care to inspect and properly maintain the exterior weather-proofing elements of the
building, including at minimum the roof, roof drains and scuppers, gutters, down-spouts, 'siding,'"-ﬂas__hi'ﬁg
systems, caulking, deck membranes, exterior windows and doors, and all major building systems including

the plumbing, storm and sanitary sewer lines, ventilation systems, electrical systems, and any other areas of
the building which are susceptible to premature structural failure as a result of water intrusion or other”™
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* factors,and to regularly inspect and re-caulk, re-seal or otherwise appropriately maintain such arcas. The
. Board should also periodically undertake an analysis of the adequacy of the Association’s reserve fund; such
: ---analyszs should (i) ascertain the probable remaining usefu! life of each component of the Common Elements
which will require replacement or major repairs, (i1} estimate the probable cost of such replacement or repair
foreach such component (iii) establish an annual reserve budget which would, when funded, minimize the
neccssny for thc 1mpos1t1on of a special assessment upon the Owners within the foreseeable future.

.“5“.6.- - Declarant to Receive Inspection Reports.

Thc Assoc1at10n shiall promptly provide Declarant with copies of all inspection reports obtained by
the Association in this’ regard identifying any inspections which have been performed and what items of
maintenance have been performed, for a period of five years following the sale of the last Unit in the
Condominium. The Declarant reserves the right, but not the obligation, to undertake such inspection(s),
maintenance and/or rcpa1r(s) should the Association fail to do so.

5.7, Upkeep of Stormwatcr Systcm

The engineered pomon"s of the st'orm-watcr detention and transport system shall be maintained by
the Association in accordance with aniy manual or guidelines prepared for such facilities for the Declarant
by Declarant’s engineers, and otherwise ifi’ accordance with the provisions of the DOE Stormwater
Management Manual for Western Washington [“DOE Stormwater Manual™], as the same may be updated
from time to time. Such maintenance shall b_c:pcrfoifrncd by experienced, appropriately-licensed contractors
familiar with the type of functional componerits-of the system. The dumping of solvents, oil, concrete or
concrete residue, or water that is heavily laden with sediments, is expressly prohibited anywhere in the
Condominium. Any buffered areas adjacent to components of thc Stormwater system shall be perpetually
maintained.

5.8. Right of Access.

Each Unit Owner shall afford to the Association and the other:Unit Owners, and to their agents or
employees, access through the Owner's Unit and Limited Common Elements appurtenant thereto as may be
reasonably necessary for the purposes of maintenance, repair and: replacement. If damage is inflicted on the
Common Elements, or on any Unit through which access is taken, the Unit Owner responsible for the
damage, or the Association if it is responsible, shall be liable for thc repair thereof as provided in Section
8.4 hereof, -

5.9, Interference with Common Elements.

No person shall obstruct any of the Common Elements nor shall any person place Of ¢ause or permit
anything to be placed on or in any of the Common Elements (except those areas dcmgnatcd for storage by
the Condominium Instruments) without the approval of the Board, Nothing shall .be’ damagcd altered,
constructed in or removed from the Common Elements except with the prior written conscnt of the Board
of Directors.
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’5,10.  Parking Spaces.

S The Condominium contains a total of twenty-eight (28) parking spaces, which are described with
p_arti‘éulai‘ity on Exhibit C to this Declaration. Parking spaces may be assigned for the exclusive use of
individual Unit Owners pursuant to Section 6.1 of this Declaration. Any unassigned parking spaces shall
be considered to be visitors parking spaces or handicapped spaces, as the case may be. Use of all parking
spaces-shall bé governed by the provisions of Section 9.1.3 hereof.

ARTICLE VI

" LIMITED AND RESERVED COMMON ELEMENTS

6.1. Limited_Co"r.hlﬁ'(.}-n Elements.

Limited Common Elements afe__'those portions of the Common Elements allocated to and reserved
for the exclusive use of one o_r'more, b'u_t_ feiwer than all of the Units. They consist of:

6.1.1. Al extenor doors and any windows, awnings, or other fixtures designed to serve
a single Unit, but which are located ottside the Unit's boundaries. If any individual heating, ventilating or
air conditioning equipment lies partlaliy w1_th1n and partially outside the designated boundaries of'a Unit, any
portion thereof serving only that Unit is a Limited Common Element allocated solely to that Unit, and any
portion thereof serving more than one Unit or any portion of the Common Elements is a part of the General
Common Elements. The exterior doors consutute Spec1a] Limited Common Elements, as defined at Section
2.28 hereof. -

6.1.2. The parking areas which are_shbwh on fﬂic Survey Map and Plans, and are assigned
as indicated on Exhibit C to this Declaration. . L

6.1.3. A portion of the Common Elements’is'marked on the Survey Map as "Common
Elements which may be allocated as Limited Common Elements”. This:portion of the Common Elements
includes some of the uncovered parking spaces, The Declarant reserves the exclusive right to assign these
parking spaces as Limited Common Elements for the exclusive use of certain Unit Owners to whose Units
these Limited Common Flements shall become allocated. The Declarant may assign such a Common
Element as a Limited Common Element pursuant to the provisions of RCW 64.34.216(1)(i), through an
amendment to this Declaration requiring only Declarant's signature. If a person at any time acquires the right
to the assignment of such a Limited Common Element, the Declarant shall eV1dence ‘[he right to such an
assignment by preparing an amendment to the Declaration for such purpose in the manner described in
Section 3.3.2 hereof.

6.2. Maintenance.

6.2.1. General Responsibility as Between Owner and Association.

Each Owner of a Unit to which any of the above-described Limited Common 'Eleﬁién_t_s are
appurtenant shall be responsible for cleaning and caring for all such Limited Common Elements, and keeping
them in sightly condition. Except as provided in Section 6.2.2 below, the Association shall havéiexéluSi‘Vc e
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) 'cdntrol'of painting, repairing, replacing and performing necessary periodic Preventative Maintenance to all
.-Limited Common Elements.

e 6.2.2. Owners’ Special Rights and Responsibilities.

Any mechanical or electrical equipment comprising any heating, ventilating or air
cond1t1on1ng system.serving only one Unit, or any other form of equipment installed by a Unit Owner within
the Commeon Elements and serving only such Unit, shall be maintained, repaired, replaced and insured by
the Unit’s Owner irta farictional, clean and tidy condition.

6.2.3;"_'"'Eii'lé'ncial Responsibilities as Between Qwner and Association.

Méintenénég,-péi'nting, repair or replacement of the structure and finish of the Limited
Commeon Elements shall be a Common Expense. Notwithstanding the foregoing, the Board shall recover the
costs of repairs to and repldcement of any Special Limited Common Elements defined in Section 2.31 hereof
through Limited Common Assessments levied pursuant to Section 10.8 hereof.

------A’RTICLE Vil

UNIT O\VNERS ASSOCIATION

7.1. Name and Form of Assoctatlon

The name of the Association shall be the "Padilla Heights Suites Association." The Association has
been or will be incorporated by the Declarant prior to the first conveyance of a Unit in the Condeminium as
a non-profit corporation under the laws of the State of Washmgton The rights and duties of the members
and of said corporation shall be governed by the provisions of the Condominium Act and of this Declaration.
The Association shall remain organized as a profit or nonprofit corporation. In case of any conflict between
Chapter 24.06 RCW, the Nonprofit Miscellaneous and Mutua] Corporatlons Act, and the Condominium Act,
the Condominium Act shall control.

7.2, Powers of Association.

7.2.1.  Statutory Powers Exercised by Board of Difec_ﬁto.r.s_.

The Association shall have, through its Board of Directors, all. powers available to
condominium associations under the Condominium Act. Such powers are set forth w1th particularlty in the
Bylaws of the Association. :

7.2.2. Power to Assign Right to Future Income.

The Association shall also have the power to assign its right to future income (ihéludi}lg the
right to receive common expense assessments), provided that such assignment is approved in advance by the
vote or agreement of Owners holding a majority of the voting power in the Association. ' :
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723, Power to Determine Tvpes of Commercial Uses Permitted in Units.

A The Board of Directors shall also have the right to determine, exercising reasonable business
judgment and-giving due deference to the needs of existing Unit Owners and their investment-backed
exp'ectatibn'é' the types of commercial uses and purposes to which Units in the Condominium may be put
from tlme to tlme

73 Membershlp
Merﬁbership-- ri_g___ht.s:are specified in the Bylaws of the Association
74, Ve - "
7.4.1. _v?t'in"g.'_"Rig___htsi_.__
The mannerfé;fﬁv.otiné: éhall be as prescribed in the Bylaws.
742, Alloé'afé&" mterést;
Pursuant to RCW 64 34 224( 1) the Declarant has allocated to each commercial Unit in the
Condominium an equal vote in the Assoclatlon which is known as the Unit's Allocated Interest for voting,

or "vole". In the event that the Declarant exercises a Development Right to create additional Units in the
Condominium, these initial Allocated Interests shall be reallocated pursuant to Section 3.3.2 hereof.

7.5, Bylaws of Association.

Bylaws for the administration of the Associatii).n'él.nd.ft):r other purposes not inconsistent with the
Condominium Act and this Declaration have been or will be prepared by the Declarant, subject to the
approval of the initial Board of Directors of the Assoc:atlon '

ARTICLE VI - = "

MANAGEMENT OF CONDOMINIUM ASSOCIATION

8.1 Management by Declarant.

The Declarant, pursuant to RCW 64.34.308, has reserved the rights to (ay appoint-and remove the
Officers and members of the Board of Directors of the Association, and (b) vetoor ap'pmvé a proposed action
of the Board or the Association, for a period of time known as the "Declarant Control Period” . Limitations
on the Declarant Control Period are specified in Section 5.1 of the Bylaws. At the termination of the
Declarant Control Period, the Declarant shall provide the Association with all documents and thmgs requ1red
under RCW 64.34.312, -

8.2, Professional Management.

Standards for professional management of the Association are specified in Section 8.2 of the Bylaws E
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8.3, Authority of the Board.

8.3.1. General Authority.

. The Board, for the benefit of the Condominium and the Owners, shall enforce the provisions
of the Condomxmum Instruments and shall have all powers and authority granted to the Board or the
Association under the Condominium Act and this Declaration which are not expressly subject to the approval
of Unit Owners, ="

832 ____C'(_'jmmon Expenses.
The .Bbaf'd_shall__ acquire and shall pay for, as Common Expenses, all goods and services

requisite for the proper funictioning of the Condominium, including, but not limited to, the items described
in Schedule 8.3.2 to Exhibit D tothis Declaration.

8.3.3. Lieﬁs;ér Encu_rflbrances.

The Board may"a‘lsb pay any amount necessary to discharge any lien or encumbrance levied
against the entire Property or any. patt thereof which is claimed to or may, in the opinion of the Board,
constitute a lien against the Property or agamst the Common Elements, rather than merely against the interest
therein 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 expenses incurred by the
Board by reason of such lien or liens shall constltute Special Assessments against the Units responsible, to
the extent of their responsibility.

8.3.4. Acquisition of Property..

The Board may acquire and hold in‘the name of the Association, for the benefit of the
Owrers, tangible and intangible persenal property and real property and interests therein, and may dispose
of the same by sale or otherwise. Such property shall thereafter be held, sold, leased, rented, mortgaged or
otherwise dealt with for the benefit of the Association as the’ Board may direct.

8.4. Right of Entry.

The Board and its agents or employees may enter any Unit or-Limited Common Elements when
necessary in connection with any maintenance, landscaping or construction-for which the Board is
responsible, or in the event of a bona fide emergency. Except in the casé of an emergency, reasonable
advance notice shall be given to the Unit Owner and, if applicable, to any lawful ténant or'subtenant in the
Unit. Such entry shall be made with as little inconvenience to the Owners and/or occuparits as practicable,
and any damage caused thereby shall be repaired by the Association out of the Commeon-Expense fund if the
entry was due to an emergency (unless the emergency was caused by the Owner or lawful occupant of the
Unit entered, in which case the cost shall be specially assessed to the Unit entered) or for. the purpose of
maintenance, or repairs, to Common or Limited Common Elements where the repairs were undertaken by
or under the direction or authority of the Board. If the repairs or maintenance were necessitated by or'for
the Unit entered or its Owners or lawful occupants, or requested by its Owners, the costs thereof shall be
specially assessed to such Unit. See also Schedule 8.3.2(g) of Exhibit D to this Declaration.
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8.5, Board as Attorney in Fact.

Each Owner, by the act of becoming an Owner of a Unit, shall be deemed to have irrevocably
appomted the Board of Directors as its attorney-in-fact, with full power of substitution, to take such actions
asare rcasnnably necessary to perform the duties of the Association and Board hereunder, including, but not
limited to, the duties to maintain, repair and improve the Property, to deal with the Unit upon damage or
destruction, to grant hcenses and easements, and to secure and distribute condemnation awards and/or
insurance proceeds.

8.6. Lim.i"tatiorié' on Power of Board.

The Board of Dlrcctors shall not act on behalf of the Association to amend the Declaration in any
manner that requires the vote or approval of the Unit Owners pursuant to RCW 64.34.264, to terminate the
Condominium pursuant 10 RCW 64, 34.268, or to elect members of the Board of Directors or determine the
qualifications, powers, and duties, or terms of office of members of the Board of Directors pursuant to
Section 8.2 hereof; but the Board of Dlrectors may fill vacancies in its membership for the unexpired portion
of any term. -

8.7.  Board’s Authority Ex'él_usivejg Qwners May Not Direct Association Employees.

The Board’s authority with respecftb the Common Elements is exclusive. No person shall attempt
to engage or direct any employee of the Assoc1at10n or its Manager on any private business of such person,
or to otherwise direct, supervise or in any manner attempt to assert control over such employee during the
hours that such employee is working on behalf of the Association.

ARTICLE IX

PERMITTED USES; ARCHITECTURAL UNIFORMITY
9.1.  Permitted Uses.

9.1.1. Storage Uses Permitted.

The Units and Common Elements in this Condominium_maybe_used only for storage
purposes hereinafter defined and for such other light commercial uses and purposcs, for which appropriate
liability insurance protecting the Association may be obtained pursuant to Section 11.5.1-hereof, so long as
any and all such purposes are consistent with all other applicable laws, ordinances and regulations of any
governmental authority with jurisdiction. Initially, there shall be no such other uses permitted.

9.1.2. Residential Use.
No residential uses of any sort are permitted on the Property.
9.1.3. Vehicle Parking.

Parking areas are restricted to use for temporary parking of operable, properly”iégiStEré_d
motor vehicles during periods of time when materials are being loaded into or out of storage Units. Inng” -
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. _event shall any vehicle be parked in such an area for a period of time greater than 24 consecutive hours, it

being intended that such areas not serve as permanent “parking spaces” for any vehicle. Vehicles maintained
: ----w1th1n thie Condominium Property for periods of time in excess of 24 hours must be stored within a Unit.
O_ther__ltems and equipment may be parked or kept in parking areas only if expressly permitted by Rules and
Regulations and only in such areas, if any, as may be designated for such purpose by the Board of Directors.
Vehicle fepairs are not permitted anywhere in the Common Elements of the Condominium. The Board may
require, removal-of any inoperative or unregistered vehicle, and any other vehicles, equipment or item
impropetly stored in parking arcas. If the same is not removed, the Board may cause removal at the risk and
expense of thiec. owner thereof, under such reasonable procedures as may be provided by Rules and
Regulations adopted by the Association. Handicapped spaces shall remain open for use by vehicles properly
designated for handica’;ﬂp;a'd use.

9.1.4. Limitations on Storage.

The Units are tcstfi'Ctéd_ to storage of items that pose no unreasonable health, safety or fire
risks to persons or property.: No munitions or explosives may be stored within the Condominium Property.
No person may store goods or m.at_eriaTs__ that are unlawful to own or possess.

9.1.5. Animals.:”

The maintenance and keeping of animals is discouraged, but may be permitted, subject to
Rules and Regulations adopted by the Board of Directors. The owner of any animal maintained on the
Property shall exercise appropriate control overthe animal, and shall clean up after such animal and shall
not permit deposits of fecal matter, urinary residue or foodstuffs from or for such animal to remain anywhere
on the Common Elements, Any person who keeps or maintains any animal upon any portion of the Property
shall be deemed to have indemnified and agreed to hold the Unit Owners Association, each Unit Owner and
the Declarant free and harmless from any loss, claim or liability of any kind or character whatever arising
by reason of keeping or maintaining such animal within the Condominium. All animals shall be registered
and inoculated as required by law, The Board of Directors may.establish reasonable fees not to exceed the
additional costs incurred by the Unit Owners Association resulting from the presence of such animals. The
Board may at any time require the removal of any animal which it finds is or has become an unreasonable
source of annoyance, and may exercise this authority for spemﬁc ammals even though other animals are
permitted to remain. .

9.1.6. Signs.

Reasonable signage for business purposes is permitted, pursuant to the terms of a Signage
Plan to be adopted by the Board of Directors under Section 9.3 hereof. “No sign.of any kind shall be
displayed to the public view on or from any Unit or Common Elements without the prior-consent of the
Board; provided that this Subsection shall not apply to Declarant or Declarant’s agents rior shall it be deemed
to prohibit the Owner of a Unit from displaying a sign not larger than 3' X 5’ in"size; not Iocated in the
Common Elements, for a period of time in which the Owner's Unit is for sale or rent. ™ -~ - :

9.1.7. QOffensive or [llegal Activity.

Nonoxious, offensive, smelly, excessively noisy, or illegal activity shall be carried_on"i_ﬁ. -ani' _
Unit or the Common Elements, nor shall anything be done therein which is or may become a nuisance gran

unreasonable source of annoyance to other Owners or other lawful occupants of the Property, nor shall -ariy-' s
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) _' 'aouwty which may in any way create a nuisance or public health or safety hazard, or obstruct or interfere
~with the rights of other Owners or occupants of the Property, or which could interfere with or prevent the
: ..--normal operauon maintenance, use, enjoyment, alteration or further development of the Property.

_’941.8. Compliance with Environmental Laws.

Use of the Units and Common Elements of this Condominium is subject to various federal,
state and Iooal laws regulatlons and guidelines now in effect and/or hereafter enacted, relating to or affecting
the Property, concemning the impact on the environment of construction, land use, the maintenance and
operation of structures and the conduct of business. No Unit Owner shall cause, or permit to be caused, any
act or practice by neghgence or omission, or otherwise, that would adversely affect the environment or do
anything or permit anything to be done that would violate any of the said laws, regulations or guidelines.
The foregoing shall cover all roqu1rements whether or not foreseeable at the present time and regardless of
their expense.

9.19. Reportable Uses.

A Reportable Use shall mean (i) the installation or use of any above or below ground storage
tank, or (ii) the generation, possession, storage use, transportation or disposal of a Hazardous Substance that
requires a permit from, or with respect to. whlch areport, notice, registration or business plan is required to
be filed with any governmental authority. Reportable Use shall also include an Owner's being responsible
for the presence in, on or about the Property of a Hazardous Substance with respect to which any applicable
law, ordinance or regulation requires that a noticé be given to persons entering or eccupying the Property
or any adjacent or neighboring property.

9.1.10. Hazardous Substances..'

A person shall maintain or store on or'in:th_e Property only such property and materials which
may be legally possessed by such person. No person shall improperly store or release from a Unit or the
Common Elements any Hazardous Substances, as that term is defined in CERCLA, 42 USC 9601, et. seq.
or the Washington Model Toxics Control Act, which without {imitation'include petroleum distillates, liquid
or aromatic hydrocarbons, medical wastes or infectious blologlcal agents acids, caustics, carcinogens,
mutagens, heavy metals, or any other inflammable, toxic, explosive, radloactlve or other type of substance
which may be hazardous to either the public health or safety, to the Property or tothe health or safety of any
lawful occupants of the Property, any and all such substances also bemg known herein as Hazardous
Substances.

9.1.11. Notice of Actions and Reportable Uses; lnspectiori‘s

Any person lawfully occupying any portion of the Property shall promptly provnde wriften
notice to the Association of any Reportable Uses or of any receipt of notice of governmental action or third
party claims alleging noncompliance or suspected noncompliance with environmental laws or ]aws relating
to hazardous substances. The Association shall have the right but not an obligation to enter any Usit and its
Limited Common Elements at any reasonable time in order to inspect for compliance w1th env1ronmenta1
laws or laws relating to hazardous substances.
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9.1.12. Duty to Cleanup.

: o In the event of a spill or release of any hazardous substances within or from the Property,
the person(s) causing or otherwise responsible for such spill or release shall promptly undertake thorough
cleanup measures and provide notice to the Association, and to any governmental entity with appropriate
_}unsdlctlon of the occurrence of the spill or release, and of the measures taken for cleanup and remediation.

9 1 13 Effect on Insurance.

Nothmg shall be done or maintained in any Unit or in the Common Elements which will
increasc the rate of insurance on the Common Elements or Units without the prior written consent of the
Board. No Owner shall permitanything to be done or maintained in its Unit or in the Common Elements
which will result in the canceliation of insurance on any Unit or any part of the Common Elements.

9.1.14. Security Systéms.

In the event that either the Declarant or the Association shall install a central security system
within the Condominium, no Ownér shall install or maintain any alternative security system which shall
interfere with the proper operation of the central system, nor shall any Unit's individual security system be
connected in any way with any such central system without the advance written approval of the Board of
Directors.

9.1.15. Lease Restrictions.

With the exception of an institutional lender. in possession of a Unit following a default
under a first mortgage, a foreclosure proceeding or any deéd.or other arrangement in lieu of foreclosure, no
Unit Owner shall be permitted to lease its Unit for periods of less than thirty (30) days. Any lease agreement
shall be required and deemed to provide that the terms. of the lease shall be subject in all Tespects to the
provisions of the Condominium Instruments, and that any-failure by the Lessee to comply with such
provisions shall be a default under the lease, entitling the Association to enforce such provisions as a real
party in interest. All leases shall be in writing. A lease, as q_ie_ﬁned hérein, shall include month-to-month
rentals. Any tenant or subtenant of any portion of a Unit shall be deemed to have assumed all the
responsibilities of an Owner under Article IX of the Declaration. Tenants tmust obtain liability insurance
which names the Association as an additional insured. See Section 11.5 hereof.

9.1.16. Assignment or Subletting.

The assignment or subleasing of a Unit shall be subJect to the- same llmltatlons as are
applicable to the leasing or renting thereof. An Owner or tenant may not exempt itself from any liability
under the Condominium Instruments by assigning or subleasing the occupancy rlgh_l;s __l;o its Unit.

9.1.17. Timesharing.

Timesharing is not permitted in this Condominium, and no Unit in the Condomlmum may
be conveyed or held pursuant to any timeshare plan. :
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9.2, Architectural Consistency.

i In.order to preserve a common exterior appearance to the building and the other Commen Elements
visible to the public, the Board shall provide for the painting and other decorative finish of the building and
other Comiion: Elements, and may prohibit or regulate any modification or decoration of the Common
Elements proposed by any Owner. This power of the Board extends to screens, doors, awnings, rails or other
visible: portlons of cach Unit and any Limited Common Elements appurtenant thereto.

9.3.." Slgn_age Plan.

The Board of'ljiré'ct_crs shall develop a Signage Plan for the Condominium, to create a common
theme for signs, de_Vic‘és.__é‘nd displays [collectively, “signs™] advertising the business activities conducted
within the project. The Signage Plan shall contain provisions regulating the placement of signs on or within
the Common Elements, and may also regulaie the placement of signs within Units which are visible from
other Units and/or the Common Eléments. Further provisions for signs appear in Sections 9.1.6 hereof.

ARTIC LEX

COMMON EXPENSES AND ASSESSMENTS

10.1.  Budget for Common Expense :.

Within thirty (30) days following the Annual meeting of the Association, or at such other time as
may be deemed necessary or desirable by the Board of Directers or the Association's accountant, the Board
shall prepare an Annual Budget which shall estimate the _Cd_mmor; Expenses, described generally in Section
2.6 of this Declaration, to be paid during such year. The Budget shall make provision for creating, funding
and maintaining reserves required by Section 10.3 hereof, and shall take into account any expected income
and any surplus available from the prior year's operating’ fund. “The Declarant or the initial Board may at any
suitable time establish the first such estimate. If deemed necessary by, the Board of Directors, any annual
budget may be revised prior to the end of its budget year, subject to the prowsmns of Sections 10.2 and 10.7
hereof. -

10.2.  Meeting of Association to Ratify Budget.

Within thirty days after adoption of any proposed budget forthe Condominium, the Board of
Directors shall provide a summary of the budget to all the Unit Owners and shall set a date for a meeting of
the Unit Owners to consider ratification of the budget not less than fourteen nor more thar sixty days after
mailing of the summary. Unless at that meeting the Owners of Units to which a- majonty of the votes in the
Association are allocated reject the budget, the budget is ratified, whether or not a quoramis 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 of Directors. : S

10.3.  Reserves for Capital Replacements, Repairs, Improvements & Insurance Deductibles,

The Board of Directors shall establish and maintain reasonable reserves for major repéiirs" and.for
replacement of components of the project that are the responsibility of the Association, along wit-h'the--' L
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" -amountof any insurance deductible(s), by providing for such reserves inthe Annual Budget, segregating such

~teserves on the books of the Condominium, and allocating and paying monthly to such reserves one-twelfth

of the total amount budgeted for such reserves for the current fiscal year. The Board may also establish and
mairitain reserve funds for operations and for capital improvements and such other purposes as may appear
advisable from- time to time. The portion of the Units' Assessments paid into such reserves shall be
concluswely deemed to be non-refundable contributions to the capital of the Association by the Unit Owners,
Such reserves may be expended only for the purposes for which they were established unless the Unit
Owners, at-a duly-constltuted meeting of the Association, otherwise decide. The Budget may include
reserves for.any Spe(:lal lelted Common Elements, to be assessed against only the Unit(s) benefitted
thereby.

10.4.  Assessments for Common Expenses.

10.4.1. Liability of Units.

Except as provided in Sections 10.4.2 and 10.8 below, the total amount of the Commen
Expenses of the Condominium set forth in the Annual Budget adopted by the Board of Directors for the fiscal
year shall be assessed against the Unit_s in proportion to their respective Allocated Interests for Common
Expense liability described in Sec‘fion"'l_O._ﬁ.hefle

10.4.2. Payable in Installrents.

Unless otherwise determined by the Board of Directors, with the written approval of all
Eligible Mortgagees, the annual Assessment against each Unit for its proportionate share of the Common
Expenses shall be payable in 12 equal, monthly 1nstallments and each installment shall be payable in
advance on the first day of the month. :

10.5.  Assessments to Pay Judgment Agaiﬁst:Ass_ociétien_._
Assessments to pay ajudgment against the Associatiop'pu'reuant ie_) RCW 64.34.368(1) may be made
only against the Units in the Condominium at the time the’judgment was entered in proportion to their

Allocated Interests for Common Expense Liability at the time -th‘e'_j_qd.g_rnent-was entered.

10.6. Allocated Interests; Procedure on Reallocation.

10.6.1. Allocated Interests.

Pursuant to RCW 64.34.224(1), the Declarant has allocated 1o each commercial Unit in the
Condominium a liability for payment of the Common Expenses of the Association which is known as the
Unit's Allocated Interest for Common Expense Liability. The allocation of this hablhty among the Units has
been determined generally on the basis of the size of each commercial Unit relative to'all other commercial
Units in the Condominium. Each Unit's Allocated Interest for Common Expense Llabxhty 18 expressed as
a percentage and is stated with particularity on the attached Exhibit B. A Unit's liability- for Common
Expense Assessments under such Allocated Interests may be subject to adjustment under the’ prowsmns of
Sections 3.3.2, 10.4.1 and 10.8 hereof.
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10.6.2. Reallocation.

: If Common Expense liabilities are reallocated, Common Expense Assessments or any

mstallment thereof not yet due under the prevailing budget shall be recalculated by the Board in accordance
with the redllocated Common Expense liabilities, and each Unit shall thereafier be liable for the revised
Assessments due upon such recalculation.

107 - Sbe‘c‘ial-- Assessments

The Board of Dlrectors may levy a Special Assessment for the purpose of defraying the cost of any
unexpected repair or. other nonrecurring contingency, or to meet any other deficiencies in operations or
reserves occurring from time to time. The Board of Directors shall give notice to the Unit Owners of any
such Special Assessment by a statément in writing giving the amount and reasons therefor, along with a date
for a Special Meeting of the Association to be held not less than 14 days following such notice, for approval
of the Special Assessment. Subject to the provisions of Section 10.2 hereof, such Special Assessments shall
become due and payable, unless otherwise specified in the notice, with the next monthly Assessment
payment which is due more than.thirty days after the delivery or mailing of such notice. All Unit Owners
shall be obligated to pay the adjusted monthly amount or, if the Special Assessment is not payable in
installments, the full amount of siich’ Spemal Assessment in proportion to their Allocated Interests for
Common Expense Liability. '

10.8. Limited Common Assessmets,

10.8.1 Tothe extent that aﬁy_C_ommon Expense is caused by the negligence or misconduct
of any Unit Owner, the Association may, subject to the provisions of Section 7.10 of the Bylaws, levy a
Limited Common Assessment for that expense against t_he' _Owne_r's Unit.

10.8.2 Ifoneormore Units orthe Common Elements are not separately metered, the utility
service shall be paid as a Common Expense, and the Board miay either allocate, by reasonable formula, a
portion of such expense to each such Unit involved as a Limited Common Expense, or reimburse any Unit
Owner who pays, in whole or in part for utilities serving the’ qumon Elements, as appropriate.

10.8.3 Any Common Expense associated with the operation, maintenance, repair, or
replacement of a Special Limited Common Element shall constitute a L1m1ted Common Assessment against
the Unit to which that Limited Common Element is assigned. In addition and without limitation, the liability
of a Unit Owner to pay any insurance deductibles or fines imposed by the Association, along with the costs
and attorney's fees described in RCW 64.34.364(14), and interest on any delmquent account shall be deemed
a Limited Common Assessment which, unless otherwise directed by the Beard shall be due and payable
within thirty (30) days following their imposition. - ;

10.8.4 The Association may, by resolution adopted by the Owners at any dttly constituted
meeting, provide that any Common Expense or portion thereof benefitting fewer than all of the Umts shall
be assessed exclusively against the Units benefitted. :

10.9.  Accounts; Commingling Prohibited.

Amounts collected by the Board of Directors as Assessments against the Units for operating exp'enses
or Reserves shall be kept in accounts in the name of the Association and shall not be commingled w1th funds-' o,
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" _-of any other Association, nor with the funds of any Managing Agent or any other person responsible for the
~custody of such funds. Any reserve funds shall be kept in one or more insured, segregated accounts and any
" ~tranisaction affecting such funds, including the issuance of checks, shall require the signature of at least two
persons Who are ofﬁcers or Directors of the Association.

_j 10. 10. Sur_glus Funds.

Any surplus funds of the Association remaining after payment of or provision for Common Expenses
and any prepayment .of reserves shall, in the discretion of the Board of Directors, either be paid to the Unit
Owners in proportion to their Allocated Interest for Common Expense Liability or credited to them to reduce
their future Common- E_xp_ens_e Assessments.

10.11. Liaﬁilitvzof Umt Owners for Association Obligations.

The liability of any Unit OWné"r._ arising out of any contract made by the Board of Directors, or tort
of the Association not fully covered by insurance, or arising out of the indemnification of the Board of
Directors, shall be limited tothat proportlon of the total liability thereunder as the Allocated Interest of its
Unit bears to the aggregate Allocated Interests of all Units.

10.12. Declarant Control Perlod.

During the Declarant Control Period, unt11 the Association makes a Common Expense Assessment,
pursuant to RCW 64.34.360(1), the Declarant shall pay all Common Expenses.

10.13. Owners Personally Liable for Common Expenses.

Each Assessment shall be the joint and several obligation of the Owner or Owners of the Unit to
which the same arc assessed as of the time the Assessment is due. Suit to recover a personal judgment for
any delinquent Assessment shall be maintainable in any courtof competent jurisdiction without foreclosing
or waiving the lien securing such sums. No Unit Owner may exempt himself or herself from liability with
respect to any portion of the Common Expenses for any reason, including without limitation a waiver of the
enjoyment of the right to usc any of the Common Elements or by leasing, rental or abandonment of its Unit
or otherwise. The failure or delay of the Board of Directors to adopt the Annual Budget for any year shall
not constitute a waiver or release in any manner of a Unit Owner's obligation topay its allocable share of the
Common Expenses as herein provided, and in the absence of an Annual Budget or adjusted Annual Budget,
each Unit Owner shall continue to pay (with or without notice) a monthly: Assessment at the rate established
for the preceding fiscal year until an Assessment is made under a current Annual Budget or ad] usted Annual
Budget and notice thereof has been sent to the Unit Owner.

10.14. Liability Following Conveyance of Unit.

A selling Unit Owner shall not be liable for the payment of any part of the Common Expenses
assessed against its Unit subsequent to a sale, transfer or other conveyance by him of such U’rii-t;:"-__The
purchaser of a Unit shall be jointly and severally liable with the selling Unit Owner f‘ofall unpaid
Assessments against the Unit up to the time of the conveyance without prejudice to the purchaser’s tight o
recover from the selling Unit Owner the amounts paid by the purchaser therefore. Except as.provided in

Section 10.18.2 hereof, 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 that became due prior to such™
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- rlght of possession. Such unpaid Assessments shall be deemed to be Common Expenses collectible from ali
~the Unit Owners, including such mortgagee or other purchaser of the Unit. Foreclosure of a mortgage does
not’ reheve the prior Owner of personal liability for Assessments accruing against the Unit prior to the date
of such sale -as. prov1ded above.

10 15 Statement of Unpaid Assessments.

The Assoc:latlon upon written request, shall furnish to a Unit Owner or a mortgagee a statement
signed by an officer-or authorized agent of the Association setting forth the amount of unpaid Assessments
against that Unit. The statement shall be furnished within fifteen days after receipt of the request and is
binding on the Association, the Board of Directors, and every Unit Owner, unless and to the extent known
by the recipient to be false '

10.16. Lien for _As:se's_é;r.nents_:and Power of Sale.

10.16.1. Pursuant to RCW 64.34.364, the Association has a lien on a Unit for any unpaid
Assessments levied against a Unit from the time the Assessment is due. If an Assessment is payable in
installments, the Association has a llen for the full amount of the Assessment from the time the first
installment thereof is due.

10.16.2. Each and every Unit Owner of any Unit in the Condominium, by virtue of its
acquisition by any means of title to such U:nig,-s'}i:all take such title subject to the Association's lien for
Assessments. Pursuant to RCW 64,34.364(9), the Declarant as "Grantor" does hereby grant, bargain, sell
and convey to Land Title Company, a corporation, as "Trustee” in trust WITH POWER OF SALE, all the
real property in the Condominium described in Exhibit A to-this Declaration, which property is not used
principally for agricultural purposes, together with all tenements, hereditaments, and appurtenances now or
hereafter thereunto belonging or in any manner appertéining, and the rents, issues and profits thereof, to
secure the obligations of the Unit Owners to the Association, as "Beneficiary”, for the payment of any
Assessments lawfully levied under this Declaration. Each. and, every Unit Owner shall be deemed for all
purposes, as of the time of its acquisition of title to any Unit ini the Condominium, to have joined as an
additional "Grantor" in the conveyance in trust above descrlbed and to have at that time bargained, sold and
conveyed its Unit, atong with its undivided Allocated Interest.in-the Common Elements and any Limited
Common Elements assigned thereto, to such Trustee, to secure all obhgatlons imposed by this Declaration
on such Unit Owner to pay Assessments to the Association. The Power'of Sale. provxded and granted herein
shall be operative in the case of a default in the obligation to pay Assessments; upon default by such Grantor
in the payment of any indebtedness secured hereby, all sums secured hereby shall.immediately become due
and payable at the option of the Beneficiary. In such event and upon written request of Beneficiary, Trustee
shall sell the trust property, in accordance with the Deed of Trust Act of the:State ef Washington, at public
auction to the highest bidder. Any person except Trustee may bid at Trustee's'sale. Trusteesshall apply the
proceeds of the sale as follows: (1) to the expenses of sale, including a reasonable Trustee 8 fee and attorney's
fee; (2) to the obligations secured by this Declaration; (3) the surplus, if any, shall be dlstmbuted to the
persons entitled thereto.

10.17. Perfection of Lien.

Recording of the Declaration constitutes record notice and perfection of the lien for As’sessﬁ;erits".

While no further recording of any claim of lien for Assessments shall be required to perfect the Association’s
lien, the Association may record a notice of ¢laim of lien for Assessments under this section in the re_é;l--' e
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) 'prbperty records of any county in which the Condominium is located. Such recording shall not constitute the
_=Wri-tten notice of delinquency to a mortgagee referred to in Section 10.18.3 hereof.

£y 10 18 Prlorlty of Lien.

10 18.1. A lien under this Section shall be prior to all other liens and encumbrances on a
Unit except (a) Liens and encumbrances recorded before the recording of the Declaration; (b} a mortgage
on the Uit recorded before the date on which the Assessment sought to be enforced became delinquent; and
{c) liens for real property taxes and other governmental assessments or charges against the Unit.

10.18:2. -Except as provided in Sections 10.18.3 and 1¢.19.2 hereof, the lien shall also be
prior to the mortgages described in subpart (b} of Section 10.18.1 hereof, to the extent of Assessments for
Commeon Expenses, excluding-any amounts for capital improvements, based on the annual Budget adopted
by the Association which would have become due during the six months immediately preceding the date of
a sheriff's sale in an action’ for Judmal foreclosure by either the Association or a mortgagee, the date of a
trustee’ sale in a non-judicial foreclosure by a mortgagee, or the date of recording of the declaration of
forfeiture in a proceeding by -thc.v.endbi'.under a real estate contract.

10.18.3. The prlorlty of the Association's lien against Units encumbered by a mortgage held
by an Eligible Mortgagee, or by a first ; mortgagee which has given the Association a written request for a
notice of delinquent Assessments, shall be reduced by up to three months if and to the extent its foreclosure
includes delinquencies which relate to a period after such holder becomes an Eligible Mortgagee or has given
such notice and before the Association gives the holder a written notice of the delinquency. This Subsection
does not affect the priority of mechanics'or matenaimen s liens, or the priority of liens for other Assessments
made by the Association.

10.19. Enforcement of Lien.

10.19.1. The lien arising under this section may be enforced judicially by the Association
or its authorized representative in the manner set forth in chapter 61.12 RCW, or non-judicially in the manner
set forth in chapter 61.24 RCW for non-judicial foreclosute of deeds!of trust. The Association or its
authorized representative shall have the power to purchase the Unlt at the foreclosure sale and to acquire,
hold, lease, mortgage, or convey the same. Upon an express waiver in‘the complaint of any right to a
deficiency judgment in a judicial foreclosure action, the period of re_:dempnon_ shall be eight months. The
Association may elect to take a deed in licu of foreclosure in any such proceeding. -

10.19.2. Ifthe Association forecloses its lien non-judicially pﬁfsﬁént toChapter61.24 RCW,
the Association shall not be entitled to the lien priority provided for under Seetion 10:18.2 hereof.

10.20. Limitation of Lien Enforcement.

A lien for unpaid Assessments and the personal liability for payment thereof'is ekti’ﬁgUiShe'd unless
proceedings to enforce the lien are instituted within three years after the amount of the Assessments sought
to be recovered becomes due.

.
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“10.21. Rent Subiect to Lien for Assessments - Other Remedies for Nonpayment.

10.21.1, Rent Pavable to Association Upon Default of Owner.

. If a Unit is rented or leased by its Owner, the Association may collect and the tenant shall
pay over - to the :Association so much of the rent for such Unit as is required to pay any delinquency in
assessments. that has existed for greater than 30 days, plus interest, attorneys’ fees and other costs of
collectioni: The tenant shall not have the right to question payment to the Association, and such payment
shall dxscharge botli the tenant s duty to pay rent to the Unit Owner and also the Unit Owner’s obligation to
pay assessments, pro tamo The Association shall not resort to this remedy where a receiver has been
appointed and is collectmg such rents.

10.21 .2. ' o _Appomtmcnt of Receiver During Foreclosure,

From the fimé of ¢ommencement of an action by the Association to foreclose a lien for
nonpayment of delinquent As'sessmems against a Unit that is not occupied by the Owner thereof, the
Association shall be entitled tothe _apf)’c_lirit_;nent of a receiver to collect from the lessee thereof the rent for
the Units as and when due. If the rental isnot paid, the receiver may obtain possession of the Unit, refurbish
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 rents first to the cost of the receivership and attorneys' fees thereof, 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 days
after the delinquency. The exercise by the Assocxanon of the foregomg rights shall not affect the priority
of preexisting liens on the Unit. . :

10.21.3, Termination of Utili_w:'Sei-vicés.’__;

If an Owner shall become delinquent in the payment. of amounts in excess of three (3)
months® worth of regular assessment obligations, the Board shall have the right, following ten (10) days’
notice to such Owner, to cut off any or all utility services to such Owner’s Unit until such assessments are
paid; PROVIDED, however that this remedy shall not be utilized durlng cold weather where a danger of
freezing pipes is present, and further provided that if the Association knows’ the:Unit is not occupied by its
Owner, that any tenant in the Unit be given not less than 20 days’ notice in advance of termination of such
utilities. :

10.22. Remedies Cumulative.

The remedies provided herein are cumulative and the Board may pufé:uc thém' bbn_c‘urrently, along
with any other remedies which may be available under the law although not expressed: herein:

..
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ARTICLE X1

INSURANCE, DESTRUCTION, RESTORATION AND DISTRIBUTION

111 “. Authority, Name of Insured.
:'-_=_"T.he .Bb_ﬁr’d of Directors shall obtain and maintain casualty and liability insurance under such terms
and for such amounts as shall be deemed necessary by the Board of Directors, but unless not reasonably

available, for fibt'less_ than the terms, conditions and amounts required by Section 11.2 hereof, The name
of the insured under.¢ach required policy shall be stated as follows: "Padilla Heights Suites Association.”

112, Coverage. -
See Schedule 11,2 under Exhibit D to this Declaration.

11.3. Deductible. .

113.1. General Provisions.

Exceptas otherwise p'r'o_i'.fided.ﬁ(:r"ein, the deductible under any policy of insurance purchased
by the Board of Directors shall not exceed the lesser of $10,000 or 1% of the face amount of the policy.
Except as provided herein, the amount of thie deductible shall be paid by the Association as a Common
Expense. Funds to cover the amount of the deductlble shall be included in the Association's reserve
accounts. The deductible should be estabhshcd at a level that is sufficiently high to eliminate minor

“nuisance” claims which could cause cancellation of the Association’s master policy, but not so high that
Unit Owners will have difficulty obtaining their own owners insurance coverage to cover their potential
liability under Section 11.3.2 hercof. :

11.3.2. Qwner Mav Be Responsible f.c")"r-'Iri's'ﬁ-ranc'ﬁ: 'Ded_uctible.

Where damage is limited to a single Unit, or where damage to property is caused by the fault
of an Owner or that Owner’s tenant or family member, or where the damage is caused by the failure of some
portion of the Condominium Property which the Owner is respon31ble for mamtammg, the Owner may be
held responsible and specially assessed for any uninsured amount and/or for any loss for which the Owner’s
or occupant’s insurance may provide primary coverage. In cases where damagé affects more than one Unit,
or a Unit and the Common Elements, responsibility for the uninsured amoum shall be pro -rated among the
affected parties. See Sections 10.8.1 and 11.5 for further details. S 8

11.4. Notice of Insurance Coverage or Termination Thereof.

11.4.1. The Board of Directors shall promptly furnish to each Unit Owner and each Eligible
Mortgagee written notice of the procurement, subsequent changes, or termination of each 1nsurance pohcy
or fidelity bond obtained on behalf of the Association. -

11.4.2. An insurer that has issued an insurance pelicy under this Section shall issue
certificates or memoranda of insurance to the Association and, upon written request, to any Umt Owner or

S DRWAR U\ﬁ
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“11.5. Individual Policies for Unit Owners and Tenants.

11.5.1. Each Unit Owner shall obtain and keep in force a commercial general liability policy

prowdmg.Bodlly Injury and Property Damage insurance, insuring the Owner and the Association against any

liability arising out of the Owner’s use, occupancy or maintenance of the Unit and the Common Elements.
Until changed by resolution of the Board following advice of counsel, such insurance shall be in an amount
not less than One Million Dollars ($1,000,000.00) per occurrence, and may not contain exclusions from

coverage forany readily foreseeable hazards posing an unreasonable risk of harm to persons or property in
or around the Condorrumum and associated with the business use to which the Unit will be put by its Owner
or other lawfil occupant.” "

11.5.2. The Owner of any Unit which is used for any purpose for which special insurance
is required by any statute or regulation shall obtain and keep in force such special insurance, which in each
case shall name the Ass___ocifatidn as an additional insured, and shall provide that the insurance provided
thereunder may not be can’l’:e.l'egl,--Siib‘-sfantially modified or reduced without at least 30 days' prior written
notice to the Association. | . '

11.5.3. Each Unit ':Owrier should also obtain a "Condominium Unit Owner's Policy" or its
equivalent, to insure against loss or damagc toany HVAC equipment, and (enant improvements, upgrades,
or betterments to the Unit not coveréd by sany.“master” policy obtained by the Association, or to other
personal property stored within the Unit, mcludlng coverage for vandalism or malicious mischief, theft, loss
assessment coverage to help the Owner pay‘a spemal assessment due to casualty losses which exceed the
amount of coverage under the master pohcy, any Toss arising from the application of Section 11.3.2 hereof,
and the like.

11.5.4. In the event that any Umt Owner obtams permission from the Board of Directors
to construct or maintain any Special Limited Common Element or other improvements within the Common
Elements for the exclusive use of such Owner, the Board may require that such Owner shall acquire liability
insurance with respect to such improvements, in such form and amount as may be required by the Board from
time to time, which shall name the Association as an additional msured and such Owner shall be solely
responsible for all costs of insurance, maintenance, replacempr;t and repair of such improvements,

11.5.5. No Unit Owner shall maintain insurance coverage which will tend to decrease the
amount which the Association may realize under any insurance policy which it may have in force at any
particular time; the Board of Directors may require that each Unit Owner shall ﬁle with the Secretary or the
Manager a copy of each individual policy of insurance purchased by the Umt Owner w1thm 30 days after its
purchase. :

11.5.6. Atenantorsubtenant of any Unit or portion thereof shal] obtam insurance COverage
equivalent to that described above for Owners; any such policy shall name the ASSOClatIOIl as an additional

insured.

11.6. Unavailability, Cancellation or Nonrenewal.

If the insurance described in Section 11.2 hereof is not reasonably available, or is modified, canceléd
or not renewed, the Association promptly shall cause notice of that fact to be hand-delivered or sent prepa1d

by first class United States mail to all Unit Owners, to each Eligible Mortgagee, and to each mortgagee to"
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' whem & certificate or memorandum of insurance has been issued, at their respective last known addresses,

' ll 7 Adjustment and Payment of Loss Proceeds.

All"pdlié’ies shall provide that adjustment of loss shall be made by the Board of Directors, and that
proceeds payable pursuant to the policies shall be paid directly to the Board of Directors as Insurance
Trustee, to be held in trust for Unit Owners and all lienholders as their interests may appear. Proceeds of
insurance policies received by the Insurance Trustee shall be distributed to or for the benefit of the Unit
Owners and Mortgagees entitled thereto, after first paying or making provisions for the payment of the
expenses of the Insurance Trustee in the following manner:

(a)'_. - Procé:eds are to be paid first to repair or restore damage or destruction. After
completely defraying the cost of the repair or restoration, any surplus proceeds shall be payable joinily to
the Unit Owners and Mortgagecs lf any, entitled thereto.

b If, pursuant to, the provision of Section 11.8 hereof, not all of the damaged or
destroyed portions of the Condomlmum are o be repaired or replaced, insurance proceeds shall be payable
as provided in that Section.

11.8.  Reconstruction Fallq_wih-g Casualt}g Loss.
Sce Schedule 11.8 in Exhibit D to this Declatation.

11.9.  Assessments if Insurance is'lnadeguate.

Immediately after a casualty causing damage to, property for which the Board of Directors has the
responsibility of maintenance and repair, the Board shal] obtain reliable and detailed estimates of the cost
to replace the damaged property in as good a condition as it was before the casualty. Such costs may include
professional fees and premiums for such bonds as the Board desires or as may be required. If the proceeds
of insurance, coupled with any available reserve funds and/or any payments from Owners under Section
11.3.2 hereof, are not sufficient to defray such estimated casts, the Board shall present to the Owners a
Budget containing a Special Assessment to be made against all the U_n_us as.provided in Section 10.7 hereof,
in sufficient amounts to provide funds to pay the shortfall. If at any time during reconstruction and repair,
or upon completion of reconstruction or repair, the funds for payment of the costs thereof are insufficient,
the Board shall present a further Budget containing a Special Assessment in sufﬁment amounts to provide
funds for the payment of such costs.

11.10. Notice to Mortgagees.

The Board of Dircctors shall give written notice to: (a) an Eligible Mortgagee 6f the Unit whenever
damage to the Unit covered by the mortgage exceeds $1,000; and (b) all Eligible Mortgagees whenever
damage to the Common Flements exceeds $10,000.

11.11. Miscellaneous.

The provisions of this Article XI shall constitute the procedure by which a determination 1smade
by the Unit Qwners to repair, restore, reconstruct or rebuild the Condominium following casualty ther’etb ]
The purpose of this Article X1 shall be to provide a fair and equitable method of allocating the costs of repalr S
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) _' | -aﬁd-: restoration and making a determination for repair and restoration if all or a portion of the improvements
~are-damaged or destroyed. The provisions of this Article XI shall be liberally construed to accomplish such

~purpose.

ARTICLE XII

CONDEMNATION

Provisions d.éal_iﬁg with the effect of condemnation proceedings affecting this Condominium appear
in Schedule 12 in Exhibit Drto this Declaration.

ARTICLE XIIl

" COMPLIANCE, WITH LAW AND COVENANTS

13.1. Compliancé bv Ownété and Occupants.

Each Owner and occupant'éf a Unit shall comply strictly with the provisions of the Condominium
Act or the Condominium Instruments. All remedws provided the Association in this Article may be enforced
against any tenant or other occupant of a Umt

13.2. Enforcement by Assomatl"o_n,

The Board of Directors shall have primary responsibility for maintaining and enforcing compliance
with the covenants, conditions and restrictions contained in t'he Condominium Instruments. Without limiting
the authority and powers conferred upon the Board by the Condommlum Act, the Board shall have the rights
and powers described in Section 7 of the Bylaws.

13.3.  Tenants Subject to Rights and Responsibiliti:e'sio'f'Ownér_s.

Any tenant of an Owner shall be deemed to be bound by-all. portions of the Condominium
Instruments that are binding upen the Owner. All rights, rer'ﬁéd_ie's' arid procedures available to the
Association when dealing with Owners under the Condomintum Instruments shall be available to the
Association when dealing with any tenant of an Owner. In addition, the Association shall have the right (but
not the obligation) to terminate the lease of a tenant who, following a proceeding under Section 7.10 hereof,
has been found to have violated the Condominium Instruments; the Association shall be deemed a “real party
in interest” in any legal proceeding brought to enforce this right. The Association Shall ot resort to this
remedy unless the Owner of the Unit occupied by such tenant has failed and refused to take steps designed
to cure the tenant’s violation(s) within sixty (60) days following notice from the Assocmtlon to.the Owner
of the necessity for such curative action. : S
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ARTICLE XIV

LIMITATION OF LIABILITY

ar No Lisbility for Utliy Failure, Eic.

Except to thc extent covered by insurance obtained by the Board pursuant to Article XI, neither the
Association nor- the Board nor the Declarant shall be liable for any failure of any utility or other service
obtained by the Board, or for injury or damage to person or property caused by the elements, or resulting
from electricity, water, raini, dust or sand which may leak or flow from outside or from any parts of the
building, or from any’ plpES drains, conduits, appliances, or equipment, or from any other place, or for
inconvenience or discomfort resulting from any action taken to make repairs to the Property, or to comply
with any law, ordinance of orders ‘of a governmental authority. No diminution or abatement of liability for
Common Expense Assessments shall be claimed or allowed for any such utility or service failure, or for such
injury or damage, or for such-incoiivenience or discomfort.

14.2,  Liability of .O.fﬁce(s éiri:d Directors, Indemnification.

The Directors and Officérs-shall exercise ordinary and reasonable care in discharging their
responsibilities and shall not be liable to the Association or to the Unit Owners for mistakes of judgment or
for negligence not amounting to gross neghgence willful misconduct or bad faith. The Association shall
indemnify and hold harmless each of the Directors and Officers from and against all contractual liability to
others arising out of contracts made by the Boardof Directors or Officers on behalf of the Association or the
Unit Owners unless such contract was made in'bad faith or contrary to the provisions of the Condominium
Instruments. The Directors and Officers shall not'be personally liable for contracts made by them on behalf
of the Association. The Association shall indemnify any pérs‘on‘ who was or is a party or is threatened to be
made a party to any threatened, pending or completed action, suit or proceeding by reason of the fact that
(s)he is or was a Director or Officer of the Association, against amounts paid in settlement incurred by him
in connection with such action, suit or proceeding if*(s)he acted in-good faith and in a manner (s)he
reasonably believed to be in, or not opposed to, the best interests of the Condominium or the Association,
to the fullest extent authorized by RCW 23B.08.510, 520, 530 and 570 and any amendments thereto,
whether or not the Association is incorporated under RCW 23B

14.3. No Bailment.

Neither the Board of Directors, the Association, any Owner northe Déclarant shall be considered
a bailee of any personal property stored or placed on the Common Elements (including property located in
vehicles parked on the Commeon Elements), whether or not exclusive possession-of-the particular area is
given to an Owner for parking or otherwise, nor shall they be responsible for the sécurity of such personal
property or for any loss or damage thereto, whether or not due to negligence, except to the extent covered
by insurance in excess of any applicable deductible. :

.
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ARTICLE XV

MORTGAGEE PROTECTION

M.o'ftgdgﬁ:s (lenders) in this Condominium project have various rights which are set forth with
particularity in Schedule 15 in Exhibit D to this Declaration.

ARTICLE XVI

_E_&_SEMENTS LICENSES AND SPECIAL DECLARANT RIGHTS
16.1. Eaéémeﬁ.t“sﬁfor Umts and Unit Owners.
Each Unit has an é’éserﬁenf "i'n.é'nd through each other Unit and the Common and Limited Common

Elements for support, and each Unit Owner has a perpetual right of ingress to and egress from its Unit over
the Common Elements.

16.2.  Eascment for Ass‘dé.iaiion Functions.
There is hereby reserved to the Assocxatlon or its duly authorized agents and representatives, such
casements as are necessary to perform the duties and obligations of the Association as are set forth in the

Condominium Instruments. See Section 8:4 hiereof for further details.

16.3. Easements for Declarant.

The Declarant reserves an easement through the Commfoﬁ Elements as necessary for the purpose of
discharging the Declarant's obligations or for exercising Special Declarant Rights.

16.4. Easements Shown on Survey Map.

Easements shown on the Survey Map filed concurren"tly'wi_th.tﬁjs Declaration are hereby declared
and established. Any easement shown on the Survey Map which-benefits one or more Units in the
Condominium, or which benefits any real property not included within the Condominium, confers various
rights and benefits upon the owner(s) of such real property, and may also i impose obligations upon the
Association, Reference should be made to the Survey Map and, if relevant, to Schedule 8.3.2 in Exhibit D
to this Declaration. : A

16.5. Special Declarant Rights.

Pursuant to RCW 64.34.020(29), the Declarant has reserved the following Special Declarant Rights
for the purpose of furthering and completing the development of the Condominium:'".'l"p--c'omplet:e any
improvements indicated on the Survey Map and Plans filed with the Declaration;” to. exercise any
Development Right under Section 3.3 hereof; to maintain sales offices, management offices;signs advertlsmg
the Condominium, and models on the Condominium Property; to use easements through the Common
Elements for the purpose of making improvements within the Condominium, and to appoint orremoveany
officer of the Association or any member of the Board of Directors, or to veto or approve a proposed action :
of the Board or Association during the Declarant Control Period described in Section 5.1 of the Bylaws: A" =
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) _' failure by the Declarant to veto or approve any such proposed action within thirty (30) days after receipt of

_written notice of the proposed action shall be deemed to constitute approval thereof by the Declarant. Except
~with respect to the right to exercise Development Rights, which is governed by Section 3.3.3 hereof, or as
limitéd-in Section 5.1 of the Bylaws, Special Declarant Rights shall terminate upon the sale of the last Unit
in‘the Condominium, or seven (7) years from the date of conveyance of a Unit to a purchaser other than the
Declarant, whichever is earlier.

ARTICLE XVII

AMENDMENT OF DECLARATION, SURVEY MAP, PLANS
17.1. Prbéedufe f_(_)t-ALtﬁendment of Declaration,

Amendments to thé Declaration shall be made by an instrument in writing entitled "Amendment to
Declaration" which sets forth the entire amendment. Except as otherwise specifically provided for in this
Declaration, any proposed amendment must be approved by a majority of the Board prior to its adoption by
the Owners. Except in cases of am’i;_ndmerits that may be adopted by the Declarant unilaterally pursuant to
Section 17.6 hereof, by the Association under Section 9.3 hereof or under statutory authority in the case of
condemnation or a termination of the condommmm or by certain Unit Owners under Sections 4.8,4.9 0r 6.3
hereof, amendments may be adopted only at a meeting of the Owners if at least sixty-seven percent (67%)
of the votes in the Association are cast for such amendment, or without any meeting if all Owners have been
duly notified and Owners holding at lcast sixty-seven percent (67%) of the votes in the Association consent
in writing to such amendment. In all cases, the amendment when adopted shall bear the acknowledged
signature of the President of the Association. :

17.2.  Recordation Required.

Every amendment to the Declaration must be recorded with the County Auditor and is effective only
upon recording. An amendment shall be indexed in the name of the Condominium and shall contain a cross-
reference by recording number to the Declaration and each previously'recorded amendment thereto.

17.3.,  Special Restrictions.

Except to the extent expressly permitted or required by other provisidﬁs of this Declaration, or of
the Condominium Act, no amendment may create or increase Special Declarant nghts increase the number
of Units, change the boundaries of any Unit, the Allocated Interests of a Unit, or the usés to which any Unit
is restricted, in the absence of the vote or agreement of the Owner of each Unit particularly affected and its
Mortgagee and the Owners of Units to which at least ninety percent (90%) of the Vote's' m the Association
are allocated other than the Declarant, and that percentage of Eligible Mortgagees and/or Ellgxbie Insurers
specified in Article XV hereof. No amendment may restrict, eliminate, or otherwise modlfy ary Special
Declarant Right provided in the Declaration without the consent of the Declarant and any- mongagee of
record with a security interest in the Special Peclarant Right or in any real property subject thereto
excluding mortgagees of Units owned by persons other than the Declarant.

o
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“17.4.  Amendment of Survey Map and Plans.

The Survey Map and Plans may be amended by revised versions referred to and described as to effect
in an amendment to the Declaration adopted as required above. Copies of any such proposed amendment
to'the Survey Map and Plans shal! be made available for examination by every Owner. Such amendment to
the Survey Map and Plans shall also be effective, once properly adopted, upon recordation in the appropriate
county s ofﬁces along w;th the amendment to the Declaration which accompanies it.

17 Consent of MortEaEees Required.

The oonsent..-'o_f s'p'ec_iﬁ_ed percentages of Eligible Mortgagees and/or Eligible Insurers may be
required, pursuant to Article XV of this Declaration, prior to recordation of certain amendments to the
Condominium Instruments. - .-

17.6. Amendrne'nts 'by 'Déo-iéirant.

The Declarant may umlaterally adopt and file amendments to the Declaration and to the Survey Map
and Plans for so long as the Declaranti 15 the Owner of any Unit in the Condominium or unti! the expiration
of the time limit for the exercise of any Development Rights reserved by the Declarant, in order to:

(a) conform them to the éotual:looation_of any of the constructed improvements and to establish,
vacate and relocate utility easements, access road casements and parking areas;

s} exercise any Deveiopment"-Right reserved by the Declarant under Section 3.3 of this
Declaration; Y
() correct any nonmaterial technical errors contamcd in the Condominium Instruments or

clarify provisions of same; or

(d) conform them to requirements of the Cny or County in whlch the Condominiurm is situated,
or of bona fide title insurance companies, secondary mortgage market ent1t1es or loan guarantors.

ARTICLE XVII

TERMINATION OF CONDOMINIUM

The Unit Owners may elect to terminate the Condominium status of the propét*ty only in accordance
with the provisions of RCW 64.34.268, with the requisite approval of such Mortgagees and other lienholders
as may be required by law, or by Article XV hereof.
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ARTICLE XIX

MISCELLANEQUS

191 - Notices for All Purposes, Delivery.

ot 19 1:1. Except as otherwise provided by law, or by Article 15 hereof as to certain notices
to E]lglble Mortgagees any notice permitted or required to be delivered under the provisions of the
Declaration or the Bylaws may be delivered either personally or by mail, addressed to the person entitled to
such notice at the miost recent address given by such person to the Board in writing, or to the most recent
address known to the: Board Notice to the Owner of any Unit shall be sufficient if mailed to its Unit if no
other mailing address has, b;‘:en given to the Board. Mailing addresses may be changed from time to time by
notice in writing to the Board.  Notice to be given to the Association may be given to the President or
Sccretary of the Association, ot to the Association's Registered Agent.

19.1.2. Ne\if Uilit Ow_h_érs must supply their names, addresses, telephone numbers and e-mail
addresses to the Secretary ofithe Ag,soé'i_ati_gn promptly after conveyance.

19.2. Severability.

The provisions hereof shall be deemed independent and severable, and the invalidity or partial
invalidity or unenforceability of any one provision or portion thereof shall not affect the validity or
enforceability of any other provision hereof, if-the remainder complies with the Condominium Act and
furthers the common plan of this Condominium,

19.3. No Right of First Refusal.

There is no right of first refusal in the Assoc1at10n 11m1t1ng or restnctmg the right of any Unit Owner
to sell, transfer or convey its Unit. : :

19.4.  Effective Date.

This Declaration shall take effect upon recording.
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ARTICLE XX
CERTIFICATE OF COMPI ETION

__Déélarain_t hereby certifies, pursuant to RCW 64,34.200(2), that all structural components and
mechanical systems of all buildings containing or comprising any Units in the Condominium are substantially

completed

DATED this_ % day of , 2008,
" DECLARANT:
KNORR HOMES, LLC
Edwa d Knorr, It
Z&DIILLLC.
M\nthony Pechthalf, Its Ma ager
STATE OF WASHINGTON )
) ss.
COUNTY OF Whode oyvy )

I hereby certify that I know or have satisfactory evidence that Edward Knorr is'the person who appeared
before me, and said person acknowledged that (s)he signed this instrument, on oath stated that (s)he was
authorized to execute the instrument and acknowledged it as the mmr\m‘-\e.r‘ ' of the-Declarant, Knorr
Homes, LLC, to be the free and voluntary act of such party for the uses and’ purposes Inentloned in the

instrument.

DATED: GM Eas) , 2008.

S /
‘\\“\ NE K, "’1, /C.W(
STingm NQTARY PUBLIC for the State of -
SR e X
s Tap "111’— Washington. My Commission
=l \f._}- 'E' expires O Z.Z /G 20/ 2

~J
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STATE OF WASHINGTON )
COUNTY OF Whatcom )

1 hereby?"Cer'ti"fy- that' T know or have satisfactory evidence that Zwi Anthony Pechthalt is the person who
appeared before mé, 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 Manager of the Declarant, Z& D 1L, LL.C.,
to be the free and voluntary act of such party for the uses and purposes mentioned in the instrument.

pATED: Qg R 2% , 2008,
\\;u_'lﬁlum Qwu Qél_,.)

"y

SOANNE & “,, NOTARY PUBLIC for the'State of
) ‘-;,'\\W 0(9'1,' _ Washington. My Commission
Snf’ WOy WET expires_ D3/ 9 | 20/ A
%Tﬁ q,%uo 25
-'l'l o /"m“ os

A NP

l’l[ WA SH\‘\ )

] —
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EXHIBIT "A”"
TO DECLARATION FOR
PADILLA HEIGHTS SUITES, A CONDOMINIUM

“. " 'LEGAL DESCRIPTION OF LAND WITHIN THE CONDOMINIUM
The legal de:"scfiptioﬁ' of .thé land on which the building and other improvements of the Condominium are
located is as follows.~
Parcel “A”

That Portion of the SOpthWeéf’-l /4 of the Southeast 1/4 of Section 3, Township 34 North,
Range 2 East, W .M., Described as Follows:

Beginning at a Point o the S_éﬁth:wLine of the Country Road 154 Feet East of the West
Line of Said Southwest }/4: Thence-South 7 1/3 Rods; Thence East 6 1/3 Rods; Thence
North 7 1/3 Rods to the South Line of the Country Road; Thence West Along the South
Line of Said Country Road 6 1/3 Rods to the Point of Beginning.

Parcel “B”

The West 154 Feet of That Portion of 't-hc- Southwest 1/4 of the Southeast 1/4 Lying South
of Country Road in Section 3, Township 34 North,-Range 2 East, W.M..

Situate in Skagit County, Washington.

Subject to covenants, conditions, restrictions, reservations, agreemetits; encumbrances and other matters of
ecord. S
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EXHIBIT "D"
TO DECLARATION FOR PADILLA HEIGHTS SUITES, A CONDOMINIUM

SCHEDULE OF MISCELLANEOUS PROVISIONS AFFECTING THE CONDOMINIUM

SCHEDULE 8 — MA_'NAGEMENT OF CONDOMINIUM ASSOCIATION

é._3:2 -. Common Expenses.
Corﬁmon‘ Expenses of the Association include, but are not limited to the following:

(a) “Witer and sewer, commeon electrical and, if deemed necessary or desirable by the Board of Directors,
common garbage and/or trash collectmn common gas, and any other necessary utility service as required for the Common Elements.
If one or more Units or the Cornmen Elements are not separately metered. the utility service may be paid as a Commeon Expense, and
the Board may by reasonable formula allocate a portion of such expense to each such Unit involved as a poriion of its Common
Expense, or reimburse any Unit Ownér who pays, in whole or in part for utilities serving the Common Elements.

(b} Polié’iés"'of insuraﬁ"ce or bonds required by Article X1

(c) The sérvices of pe.rboﬁa ‘or firms as required o properly manage the affairs of the Condominium to the
extent deemexd advisable by the Board 4§ well'as sich other personnel as the Board shall determine are necessary or proper for the
aperation of the Commoen Elements, whether ‘;uch persenncl are employed directly by the Board or are furnished by a Manager.

(d) The services of atmrneys along with beokkeepers and accountants qualified to maintain Association
records in the manner required by Section 8.4 of the By]aws and to perform the independent audit required under Section 8.5 of the
Bylaws. ; :

(e} Painting, maintenance, i'epair and replacement of the Common Elements, landscaping and gardening
work, and such furnishings and equipment for the Commc_in._Elemems as the Board shall determine are necessary and proper,

H Any other materials, supplies, laber, _ser\}i_ces","-nia_intenance, repairs, structural alterations, insurance,
taxes or assessments which the Board is required to by law to pay or procure o which in its opinion shall be necessary or proper for
the operation of the Condominium, the maintenance, repair or replact:ment of the Common Elements, or for the enforcement of this
Declaration. - .

(g) Maintenance and repair of any Unit, its lelted Common Elements, other appurtenances and
appliances, if such maintenance or repair is reasonably necessary, in the oplmon of the Board, to protect the Common Elements or
to preserve the appearance and value of the Condominium development, and the Qwner of said.Unit has failed or refused to perform
said maintenance or repair as required by Sections 4.6 and 6.2 of the Declaration; within'a reasonable time after written notice of the
necessity of said maintenance or repair has been delivered by the Board to the Owner. The cost of such maintenance or repair shall
constitute a special Assessment against the Unit of such Owner, pursuant to Section l0.8 of the Declaration.

(h) All costs of maintenance, repair or replacement of the s;hared roadway whlch may be required under
the terms of the easement described with more particularity on the attached Exhibit A,

SCHEDULE 11 - INSURANCE

11.2 Insurance Policies and Coverage.

11.2.1 Principal Coverage.

The insurable improvements within the Units in this Condominium shall be insured underong or more p'oli"cies
of insurance, against casualty or physical damage in an amount equal to at least the cost of replacing the “vanilla shell” of the
building(s) created by the Declarant, subject to reasonable "deductible” limits. The master insurance policy obtained by the
Association thus will cover only the buildings and their basic mechanical equipment. This coverage need not insure the Unit’ginterior .
“tenant improvements” above and beyond the “vanilla shell” created by the Declarant, nor any personal property belongirig to 4 Unit -

) LT W
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' ©wner nor any improvements ot betterments to a Unit made by the Unit Owner, nor any interior furnishings or trade fixtures used
inthe Owner’s business. The coverage will also be exclusive of land, excavations and foundations, utilizing contemporary building
" materials and technology. Level(s) of coverage shall be determined annually by the Board of Directors with assistance of the agent
“of the insurance company affording such coverage. Such coverage shall afford protection against:

: - (’a) loss or damage by fire, vandalism, malicious mischief, windstorm, and other hazards covered by the
standard extended coverage endorsement together with coverage for Common Expenses with respect to Cendominium Units during
any period of repair or reconstruction; and such other perils customarily covered by insurance for similar condominium projects.
Such coverdge shallinsute all buildings and other General and Limited Common Elements that are normally included in commercial
coverage. ThHe policy shiall dlso cover other Condominium property including fixtures, building service equipment and common
personal property and supplies ewned by the Association or included in the Commen Elements. An insurance policy that includes
a Guaranteed Réplacement Cost. Endorsement (under which the insurer agrees to replace the insurable property regardless of the cost)
and, if the policy includes a-coinsurance clause, an Agreed Amount Endorsement (which waives the requirement for coinsurance.

(b)'_.- . thé_.fol.]'owi-r_lg Special Endorsements, or their functional equivalent:
(1) 'an..lnﬂation Guard Endorsement, when it can be obtained; and
(i) Bui!d'iné‘()rdinance or Law Endorsement, if the enforcement of any building, zoning, or land-

use law will result in loss or damage. increased cost of repairs or reconstruction, or additional demolition and removal costs. (The
endorsement must provide for contmgent llablhty from the operation of building laws, demolition costs, and increased costs of
reconstruction}.

(c} tiability for déath, personatinjury and property damage arising from the use, ownership or maintenance
of any of the Common Elements. The insuranceshould also cover any commercial spaces that are owned by the Association, even
if they are leased to others. Coverage should be dﬁorded ‘under acommercial general liability policy for the entire project, including
all areas under the supervision of the Association. -Limits of Tiability shall in ne event be less than $1,000,000 with respect to any
single occurrence, and shall also include medical payments coverage,

11.2.2  Flood and Earthquake Insurince,

If desirable and reasonabiy available, flood and/or 'c:e“t_r-'tﬁquqke insurance may be obtained. Funds to cover any
deductible applying to such coverage should be included in the Association's operating reserve account, as provided in Section 10.3.

11.2.3  Directors' and Officers' [nsurance, .

Ifreasonably available, the Board shall acquire Directopé'__aﬁd Officéers’ errors and omissions insurance to satisfy
the Association's indemnification responsibilities under Section 14.2 of this Declaration.;

11.2.4  Fidelity Insurance, Manager Coverage & Other Insur‘aﬁce.’ _ . '

The Association shall obtain blanket fidelity insurance for any person who cit]jér handles (or is responsible for)
funds that he or she holds or administers, whether or not that individual receives compensation for services. The policy shall name
the Association as the insured and must include a provision that calls for ten days' writtén notice to the Association and all Eligible
Mortgagees before the policy can be canceled or substantially modified for any reason, in the manner provided in Section 15.2 hereof.
The policy should cover the maximum funds that will be in the custody of the Association or its Manager-at any time while the policy
isin force. A Manager that handles funds for the Association may be named as an additional insuredUndér the Association’s policy,
or covered by its own fidelity insurance policy, which should provide the same coverage required of the Association. The Board
may also acquire such additional insurance coverage as it may deem advisable and appropriate or as. may bc rcquested from time to
time by a vote of the Unit Owners. : :

11.2.3  General Policy Provisions and Limitations.

Insurance obtained pursuant to the requirements of this Article XI shall be subject to the féliowiﬁg_proxﬁ'siéns:

{(a) Each policy shall be written with a company or companies which are licensed to do busiﬁ'css in the":Staté
of Washington and which hold a B general policyholder's rating or a financial performance index of 6 or better in the ]atest edmon e
of Best's Key Rating Guide, or an A or better rating from Demotech, Inc. :

y fmmmmwmmzmwm
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T (b) The master policy will be primary, and no insurance coverage obtained and maintained pursuant to the
) _requlrements of this Article X7 shall be brought into contribution with insurance purchased individually by any of the Unit Owners
- or their Mortizagees, as herein permitted, and any "no other insurance” or similar clause in any pelicy obtained by the Board of
* Direéctors pursuant to the requirements of this Section shall exclude such policies from consideration.

: T (c) Each policy shall provide that it may not be canceled, substantially modified or reduced without at least
30 days prlor wr:tten notlce to all insureds named thercon, including all named Mortgagees.

- i (=d)-- “" Each policy of casualty insurance shall contain a waiver of any right of the carrier 1o elect to restore,
or repair damage aF’ rcconstruct in lieu of making a cash settlement if a decision is made pursuant to this Declaration not to do so.

' {e) Each policy shall contain a waiver of subrogation by the insurer as to any and all claims against the Unit
Owners, the Association, the Board of Directors, the Manager, and their respective agents, arising from the acts of any Unit Owner,
member of the Owner's househo]d orlessee of the Owner.

(f) Pohcy contracts shall pravide that each Unit Owner is an insured person under the policy with respect
to liability arising out of the Ownerb mterest in the Common Elements or membership in the Association.

(g Each’ pollcy shall prowde that (i) the policy's coverage shall not be prejudiced by any act or neglect of
any occupants or Unit Owners of thé Condontinium or their agents, empleyees, tenants, Mortgagees or invitees when such act or
neglect is not within the control of the insured or, the Unit Owners collectively; and (ii) the policy shall not be prejudiced by failure
of the insured or the Unit QOwners collectively t6 comply with any warranty or condition with regard to any portion of the
Condominium over which the insured or the Unit Owners collectively have no control.

(h) Each policy must coritain a standard mortgage clause and must name as covered Mortgagees each such
covered Mortgagee, followed by the phrase "its successors and assigns.”

(i The insurer issuing the pﬂhcy may not medify the amount or the extent of the coverage of the policy
or cancel or refuseto renew the policy unless the insurerhas complied with all applicable provisions of chapter 48.18 RCW pertaining
to the cancellation or non-renewal of contracts of insurance. The insurer shall not modify the amount or the extent of the coverage
of the policy, or cancel or refuse to renew the policy without complying with RCW 64.34.352.

11.8 Recenstruction Following Casualty Loss.

11.8.1 Duty to Reconstruct.

Any portion of the Condominium for which insurance is required under this Section and for which the Board of
Directors has the responsibility of maintenance and repair which is damaged or destroyedishall be repaired or replaced promptly by
the Association unless: (a) the Condominium is terminated; {b) repair or replacement would be illegal under any state or local health
or safety statute or ordinance; or (¢) eighty percent (80%) of the Unit Owners, including every Owner of an Unit or assigned Limited
Common Element which will not be rebuilt, along with any Mortgagees whose approyal must be sought under applicable provisions
of the Declaration, vote not to rebuild. The cost of repair or replacement in excess of insurance proceeds and reserves shall be a
Common Expense, _

11.8.2  Decision Not To Reconstruct.

If all of the damaged or destroyed portions of the Condominium are not repaired orreplaced: (i) the insurance
proceeds attributable to the damaged Common Elements shall be used to restore the damaged aréd to 3.conditicn compatible with
the remainder of the Condominium; {ii) the insurance proceeds attributable to Units and Limited Common: Elémentswhich are not
rebuilt shall be distributed to the Owners of those Units and the Owners of the Units to which those Limited Common Elements were
allocated, or to lienhelders, as their interests may appear; and (iii) the remainder of the proceeds shall be distribited to_al]__the Unit
Owners or lienholders, as their interest may appear, in proportion to the Common Element interests of all the Units. If the Unit
Owners vote not to rebuild any Unit, that Unit's allocated interests are automatically reallocated upon the vote as ifthe Unit had been
condemned under RCW 64.34.060(1), and the Association promptly shall prepare, execute, and record an_arfiendment to the
Deglaration reflecting the reallocations. Notwithstanding the provisions of this Subsection, RCW 64.34.268 governs the di: stnbutton
of insurance proceeds if the Condominium is terminated. : :

11.83  Manner of Reconstruction.
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: - If destrayed or damaged property is to be reconstructed or repaired, the reconstruction or repair thereof shali be

: _accomphshed as nearly as practicable to the character of the building or impravement existing immediately prior to such casualty.
_"Any reconstriction or repair shall be done in accordance with then prevailing Building Code requirements and may be done with
""contemporary bulldmg materials, and achieved by utilizing updated construction systems and technology.

I 1 8.4 Payment of and Procedure for Reconstruction.

The proceeds of insurance collected on account of casualty, and funds received by the Board of Directers from
collectlons of Asscssments agamst Unit Owners on account of such casualty, shal! constitute a construction fund which shall be
disbursed in paymcnt of the ¢osts of reconstruction and repair in the following manner:

{a) - If the damages exist only to parts of an Unit for which the responsibility of maintenance,
repair and insurance is borne by the Unit Owner, then the Owner shall be responsible for reconstruction and repair after casnalty and
shall be entitled, with thé assistance of the Board of Directors, to apply for and use any applicable insurance proceeds. In such
instances, the Association shall npt bé required to pay any of the insurance deductible. [n all other instances the responsibility of
reconstruction and repair after casuatty shall be that of the Board of Directors.

(h) = lf--thc_'émount of the estimated costs of reconstruction and repair is $50,000 or less, (as
estimated by the Board of Directors) then the construction fund shall be disbursed in payment of such costs upon order of the Board
of Directors, provided, however, that upon request of a Mortgagee which is a beneficiary of an insurance policy, the proceeds of
which are included in the construction-fund, such {"und shall be disbursed in the manner provided in Subsection (iil) hereof,

(c) If the eStimated.costs of recenstruction and repair of the buildings or other improvement is
mote than $50,000, then costs and expensés soinciirred-from the construction fund shall be disbursed from time to time as the work
progresses upon approval by an engineer or architect (hereinafter referred to as the “Reconstruction Supervisor”) licensed to practice
in the State of Washington and employed by the Board of Dirgctors to supervise such work. The Reconstruction Supervisor shall
be required to furnish a certificate giving a brief description-of the services rendered and materials furnished by various contractors,
subcontractors, materialmen, the Reconstruction Supervisor, or other persons who have rendered services or furnished materials in
connection with the work, and stating that: {a) the surhs requested by them in payment are justly due and owing and that said sums
do not exceed the value of the services and materials ‘fumnished; (b) there is no other outstanding indebtedness known to the
Reconstruction Supervisor for the services and materials deséribed; and (c} the cost as estimated by the Reconstruction Supervisor
for the work remaining to be done subsequent to the date of such ccrtlﬁcate does not exceed the amount of the construction fund
remaining after payment of the sum so requested. - ;

SCHEDLLE 12 — CONDEMNATION.

12.1. Condemnation Affecting Whole Unit.

If a Unit is acquired by condemnation, 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 pérmi'tted by this Declaration, the award must
compensate the Unit Owner for the Owner's Unic and its appurtenant interest in the Common Elemments, whether or not any Common
Elements are acquired. Upon acquisition, unless the decree otherwise provides, all that Unit's A]Iocated [nterests 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, cxecute, and record an amendment fo the Declaration reflécting the realiocations. Any remnant
of a Unit remaining after pact of a Uit is taken under this Subsection is thereafter a Common Element: .

12.2. Condemnation of Part of Unit,

Except as provided in Section 12.1 hereof, if part of a Unit is acquired by condemnation, thf: award muqt Compensate the
Unit Owner for the reduction in value of the Unit and its appurtenant interest in the Common Elements, whether of nat any Common
Elements are acquired. Upon acquisition, unless the decree otherwise provides: (a) that Unit's Allocated, In_terests_..arc_raduced in
proportion to the reduction in the size of the Unit; and {b) the portion of the Allocated Interests divested from the partially acguired
Unit are automatically realtocated to that Unit and the remaining Units in proportion to the respective Allocated Interests ofthose
Units before the taking, with the partially acquired Unit participating in the reallocation on the basis of its reduced Allecated Interests.

S
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“If part of the Common Elements is acquired by condemnation, the portion of the award attributable to the Common
_Elemcnts taken shall be paid to the Owners based on their respective Allocated Interests in the Common Elements unless the
o Association-dl.a special meeting called for such purpose, decides otherwise,

= l..:2‘4:' .. Condemnation of Limited Common Elements.

: Any portipniof an award attributable 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 acquisition.

12.5." _ Association Necessary Party to Proceeding,

The Association; through its Board of Directors, shall be a necessary party to any condemnation proceedings and shall, to
the extent feasible, act as a fiductary on behalf of and in the best interests of any and all Unit Qwners affected by such proceedings.
Should the Association ndit act an the Ownf:rs behalf'in a condemnation proceeding, the affected Owners may individually or jointly
act on their own behalf. - '

12.6. Comp!ete Takmg

In the event of a Comp]cte takmg of the Condominium, or in the event that the taking by the condemning autherity is so
substantial as to render the remainderof the Condominium unsuitable or undesirable for use by the remaining Unit Owmners, then the
Condominium shall (in the case of complete taking) or may (as to a partial taking} be terminated in accordance with the terms and
conditions of RCW 64.34.268, and Article XV hereof.

12.7. Reconstruction and Répélir. P
Any reconstruction and repair necessiLatecl:::by:éondq_mn.ation shall be governed by the procedures specified in Article XI
hereof, provided that the Board may retain and apply such portion of each Owner's share of the Condemnation Award as is necessary

to discharge said Owner's liability for any special Assessmenit arising from the operation of said Article X1,

12.8. Notice to Mortgagees.

The Board of Directors shall promptly give written natice to all Ellglblc Mortgagees of the pendency of any condemnation
proceedings affecting any portion of the Condominium.

12.9. Payment of Award.
When a Unit Owner becomes entitled to receipt of a condemnatlcin aﬁard of of any portion of such an award, or of any

payment in lieu of such an award, then any such payment shall be made payablejomtly to such Unit Owner and to the holders of any
Mortgages encumbering such Owner's Unit, as their interests may appear. :

SCHEDULE 15 — PROTECTION OF MORTGAGEES

This Schedule establishes certain standards and covenants which are for the benefit of thie ho]ders insurers and guarantors
of certain mortgages. This Article is supplemental to, and not in substitution for, any other- provlsmm of the Condeminium
Instruments, but in the case of conflict, this Schedule shall control. : R

15.1. Percentage of Eligible Mortgagees.

Wherever in this Declaration the approval or consent of a specified percentage of Mortgagee% is requlrcd lt shall mean,
pursuant to RCW 64.34.272, the approval or consent in writing of Eligible Mortgagees holding first lien morfgages on Units, and
the percentage shall be based upon the votes attributable to Units with respect to which Eligible Mortgagees have an m_tf_:res_t

15.2, Notice of Acticns.

The Association shall give prompt written notice to each Eligible Mortgagee of, and each Unit Owner hereby consent& to
and authorizes the giving of notice of: :
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0 Ha) Any condemnation loss or any casualty loss which affects a material portion of the Condominium or any Unit
Rt w_hich therc is a first mortgage held by such Eligible Mortgagee,

(b) Any delinquency in the payment of Common Expense Assessments owed by a Unit Owner whose Unit is subject
to.a f'rsr tnortgige held, insured, or guaranteed, by such Eligible Mortgagee, as applicable, which remains uncured for a period of
sixty (6(0) (__i__ays )

ey ".{\'ny lapse, cancellation, or material modification of any insurance pelicy or fidelity bond maintained by the
ASSOClat!()n ' S
(d) .- Any propbbed action which would require the consent of a specified percentage of Eligible Mortgagees as

specified in Section 15. 3 of th|s Schedu]e (in which case, notice shall be provided by certified or registered matl, "retum receipt
requested”); and :

(e} An&judgmeht reridered against the Association in excess of $2,500 which is not covered by insurance.

13.3. Consent and Nottce Rgmred

15.3.1. Document Change

Notwithstandmg_ any l'o_wer r{:qu_i__rement permitted by this Declaration or the Condominium Act, no amendment
of any material provision of the Condo'minih__m Instiuments by the Association or Unit Owners described in this Subsection may be
effective without notice to all Fligible Mortgagees, as required by Section 15.2(d} above, and the approval by Owners of Units to
which at least 67% (or any greater Unit Owner vete required in Section 17.3 of this Declaration or the Condominium Act) of the votes
in the Association are allocated, and approval-in-writing by Eligible Mortgagees who represent at least 51% (or any greater Eligible
Mortgagee approval required by this Declaration) of the votes, of Unit estates that are subject to morigages held by Eligible
Mortgagees. The foregoing approval requirementslc'lo_-'n'ot_gp‘p'ly to amendments effected by the exercise of any Development Right.
A change to any of the following would be considered miaterial:

{a) Voting rights;

(b) [ncreases in Assessments that raise the pre» musly assessed amount by more than 25%, Assessment liens
or priority of Assessment liens;

(c} Reductions in reserves for maintenarice, repair and.replacement of Common Elements;
{d) Responsibility for maintenance and repairs, 5:' '
(=} Reallocation of interests in the General Comtnon E-]em'_enis or Limited Common Elements, or rights

to their use, except that when Limited Common Elements are reallocated by agreémerit between Unit Owners, only those Unit Owners
and only the Eligible Mortgagees holding mortgages in such Units need approve sugh action,

() Redefinitions of boundaries of Units, except that when boundaries ofénly adjoining Units areinvolved,
then only those Unit Owners and the Eligible Mortgagees holding mortgages in such Unit-or Upits péed must approve such action;

(&) Convertibility of Units into Common Elements or Common Ei__c@ents _fmt‘dUn”it_s_;

(h) Expansion or contraction of the Condominium, or the addition, aﬁnexatiqn 6r withidrawal of property
to or from the Condominium; . S _

) Hazard or fidelity insurance requirements;

() Imposition of any restrictions on the leasing of Units;

(k) Imposition of any restrictions on a Unit Owner's right to sell or transfer its Unit.; '

1 If the Condominium consists of 50 or more Units, a decision by the Association tc.)"e.e.[ab'!i;h sc[f- e

management when professional management had been required previously by the Condominium Instruments or by-an El]giblc
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- {m) Restoration or repair of the project after damage or partial condemnation in a manner other than that
=spe(:tﬁecl in the Condominium Instruments;

{n) Any provision that expressly benefits mortgage holders, insurers, or guarantors.
- "]'5.3.2. Actions.

- Notwnhstanclmg any lower requirement permitted by this Declaration or the Condominium Act, the Association
may not take any Qf the following actions (other than rights reserved by the Declarant as Development Rights), without notice to all
Eligible Mortgagecs and eligible [nsurers as required by Scction 15.2(d) above, approval by Owners of Units to which at least 67%
(or the indicated percentage, if different) of the votes in the Association are allocated, and approval in writing by Eligible Mortgagees
who represent ai‘least 51% (or the percentage indicated below, if different .) of the votes of Unit estates that are subject to mortgages
held by Eligible Mortgagees:™ .-~

(a)'.- ' Any action to abandan or terminate the legal status of the Condominium after condemnation or
substantial destruction. L

(b} Any actlon to abandon or terminate the legal status of the Condominium for reasons other than
substantial destruction or condcmnatlon as to Wh]Ch a sixty-seven percent (67%) Eligible Mortgagee approval is required.

() Abandait, pamtlon qubdlv:dc encumber, sell, transfer or convey the Common Elements or any portion
thereof, as to which the approval of (wners to which at least eighty percent (80%) of the votes in the Association are allocated is
required, and the procedures specified in Séction 5.2 hereof must be followed. The granting of easements for public utilities or for
other public purposes consistent with the mtended use 0f the Common Elements by the Association will not be deemed a transfer
within the meaning of this clause; ; o

(d) Change any of the Allogated Interests allocated to any Unit other than as permitted in Sections 4.5 or
4.6 hereof, in any other case the vote or agreement of the Owrier of each Unit particularly affected and its Mortgagee and the (wners
of Units to which at least ninety percent (90%) of the vbtesin the Association are allocated other than the Declarant must be obtained,
pursuant to Section 17.3 hereof and to RCW 64,34.264 {4)..

{e) Increase the number of Units, change the Eoﬂndaries of any Unit (other than as provided in Sections
4.8 and 4.9 hereof) or change the uses to which any Unit is restricted, -5 to which the approval of Owners of Units to which at least
ninety percent (90%) of the votes in the Association are allocated must be obtained, pursuant to Section 17.3 hereof and ta RCW
64.34.264 (4). : .

43 The assignment of the future income oftheAssbgiétion, ineluding its right to receive Common Expense
AsSessments. 5 Fod

(g) The restoration or repair of the Property after hazard damagc, as to.which the approval of Gwners to
which at least eighty percent (80%) of the votes in the Association are allocated is requrred or, aﬁcr a partial condemnation, in a
manner other than specified in the Condominium Instruments, :

15.3.3. Implied Approval by Mortgagee.

The failure of an Eligible Mortgagee or Insurer to respond within thirty (3()} days to any written request of the
Association delivered by certified or registered mail, "return receipt requested” for approval of ah anendment to-the Condominium
[nstruments, wherever Eligible Mortgagee or Insurer approval is required, shall constitute an :mphed appro’va] ‘of the addition or
amendment. :

15.4. Devclopment Rights.

No Development Rights may be exercised or voluntarily abandened or terminated by the Dcclaram unless alI perﬁ;onq
helding mortgages in the Development Rights consent to the excrcise, abandonment, or termination, :

15.5. Inspection of Books.
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_ _ “The Association must maintain current copics of the Declaration, Bylaws, Articles of Incorporation, Rules and Regulations,
" booksand records and financial statements. The Association shall permit any Eligible Mortgagee or other first mortgagee ofa Unit,
- to'inspect the books and records of the Association during normal business hours.

’ 15-.6:: : '--_Financial Statements.
] The Association shall provide any Mortgagee who submits a written request, a copy of an annual financial statement within
one hundred twenty (120) days following the end of each fiscal year of the Association. Such financial statement shall be audited

by an ind‘ep_’e_nd't_:@h.t certified-public accountant if!

(@) . The“C_onddminium contains fifty or more Units, in which case the cost of the audit shall be a Common Expense;
ar . e

(b) Thc.Cénddmiriium- contains fewer than fifty Units and any Eligible Mortgagee or Eligible Insurer requests it, in
which case the EligibleMortgag__e_e or Eligible Insurer shall bear the cost of the audit,

15.7. Enforccmem i

The provisions of this Artlcle are for the benefit of Eligible Mortgagees and Eligible Insurers and their successors, and may
be enforced by any of them by any available means, at law, or in equity.

15.8. Attendance at Meeti'ngé.:_.

Any representative of an Eli gib]é Moﬁga’gée.may'-attend and address any meeting which a Unit Owner may attend.

15.9. Appeintment of Trustee.

In the event of damage or destruction under A;'_ti'c'l'e X1 or condemnation of all or a portien of the Condominium, any
Eligible Mortgagee may require that such proceeds be payable to a Trustee established pursuant to Section 11.7 of this Declaration.
Proceeds will thereafier be distributed pursuant to Article X[ or pursuant to a condemnation award.

{5.10.  Limitations on Mortgagees' Rights.

No requirement for approval contained in this Article. may operate’to (1) deny or delegate control over the general
administrative affairs of the Asseciation by the Unit Owners or the Board of Directors, or (2) prevent the Association or the Board
of Directors from commencing, intervening in, or settling any litigation or proccedmg, or receiving and distributing any insurance
proceeds except pursuant to RCW 64.34.352. i
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