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DECLARATION OF CONDOMINIUM FOR
HILLCREST CONDOMINIUM

The parties signed as Declarants at the end hereof make THIS DECLARATION,
to submit the property hereinafter described to the Washington Uniform Common Interest
Ownership Act (Revised Code of Washington, Chapter 64.90). The name of the Condominium
shall be Hillcrest Condominium. The interest of the Declarant in the Real Property included in
the Condominium is fee simple.

SECTION 1 - INTERPRETATION,

1.1. Liberal Construction. The provisions of this Declaration shall be liberally construed
to effectuate its purpose of creating a uniform plan for the development and operation of this
Condominium under the provisions of Washington law. Insofar as it affects this Declaration
and Condominium, the provisions of the Act under which this Declaration is operative, shall be
liberally construed to effectuate the mtent of this Declaration.

1.2. Consistent with Act. The terms used herein are intended to have the same meaning as
given in the Act unless the context clearly requires otherwise or to so define the terms would
produce an illegal or improper result,

[.3. Covenant Running with Land. This Declaration shall operate as a set of covenants
running with the land. or equitable servitudes. binding on Declarant, its heirs. successors and
assigns, all subsequent Owners of the Property or a Unit, together with their grantees.
successors, heirs, executors, administrators, devisees or assigns, supplementing and interpreting
the Act. and operating independently of the Act. should the Act or any part thereof be. in any
respect, inapplicable.

1.4. Captions and Exhibits. Captions given to the various sections and sections herein are
for conventence only and are not intended to modify or affect the meaning of any substantive
provisions of this Declaration. The various Exhibits referred to herein and attached hereto shall
be deemed incorporated herein by reference.

1.5. Percentage of Owners. For purposes of determining the percentage of Owners, or
percentage of voting power for approving a proposed decision or course of action in cases where
an Owner owns, more than one Unit, such Owner shall be deemed a separate Owner for each
such Unit so owned.

1.6. Inflationary Increase in Dollar Limits. Any dollar amounts specified in the
Declaration in connection with any proposed action or decision of the Board or Association
shall be mcreased proporticnately by the increase in the consumer price index for the city of
Seattle. Washington for All Urban Consumers ("Index”), prepared by the United States
Department of Labor over the base index of January | of the calendar year following the year
in which the Declaration is recorded, to adjust for any deflation in the value of the dollar. in
the event the index is discontinued, the Board shall select a comparable index for this purpose.

Declaration of Hillerest Condominium 1
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1.7. Definitions.

"The Act" means the Washington Uniform Common Interest Ownership Act (Revised
Code of Wasliungton, Chapter 64.90), as amended from time to time.

"Allocated Interests" means the undivided interest in the Common Elements, the
Common expense liability, and votes in the Association allocated to each Unit,

"Assessment" means all sums chargeable by the Association against a Unit including,
without limitation: (a) Regular and special assessments for Common expenses, charges, and
fines imposed by the Association; (b) interest and late charges on any delinquent account; and
(c) costs of collection, including reasonable attorney's fees, incurred by the Association in
connection with the collection of a delinquent Unit Owner's account.

"Association” means the Unit Owner's Association organized in accordance with The
Act. the Bylaws and with this Declaration as it 1s recorded, or as they may be amended.

"Board of Directors" and "Board" means the body with primary authority to manage
_ cto y with primary g
the affairs of the Association.

"Bylaws" means the Bylaws of the Association as initially promulgated by the
Declarants. and as amended from time to time which. with this Declaration. provide for the
organization of the Association and for the administration of the property.

"Common Elements" means all portion of the Condominium Map other than the Units
which is owned or leased either by the Association or in common by the Unit Qwners.

"Common Expenses" means expenditures made by or financial liabilities of the
Association. together with any allocations to reserves.

"Common Expense Liability" means the liability for Common expenses allocated to
each Unit pursuant to this Declaration and the Act.

"Declarant” or "Declarants" means any person, or any group of persons acting in
concert who, (a) execute(s) as declarant this Declaration, (b) reserve(s) any Special Declarant
Right under the Declaration; {c) succeed, by transfer of record to any Special Declarant Rights
other than simply the rights to maintain sales offices, signs for advertising, and model homes;
or (d) acquire(s) more than one Unit from a Declarant for the purposes of development and by
written instrument in recordable form 1s assigned rights and duties of a Declarant. Any
Declarant may assign all or a portion of such Declarant’s rights duties. interests or obligations
as such, may retain any of such rights, duties, interests or obligations to the extent not assigned,
and may divide any such rights. duties, interests or obligations between two or mare successors
(such as builders purchasing multiple Units in the Property for improvement and resale. who
may be appointed as successor Declarants or co-Declarants with respect to the Units purchased
by them).

Declaration of Hillerest Condominium 2
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"Declaration™ mieans this instrument, as amended from time to time, by which the
property is submitted to provisions of The Act.

"Declarant Control” means the right of the Declarant(s) or persons designated by the
Declarant(s) to appoint or remove any officer or Board member of the Association or to veto or
approve a proposed action of any board or association pursuant to RCW 64.90.415(1)(a).

"Development Right" means any right or combination of rights reserved in this
Declaration, or an amendment thereto, for the benefit of the Declarant, or its successors or
assigns to: (a) add real estate or improvements to the Condominium; (b) create Units, Common
Elements or Limited Common Elements within any real estate initially included or subsequently
added to the Condominium; (¢) subdivide or combine Units or cenvert Units inte Common
Elements; (d) withdraw real estate from the Condeminium; or (g) reallocate Limited Common
Elements with respect to Units that have not been conveyed by the Declarant.

"Eligible Mortgagee™ means the holder of a mortgage on a Unit that has filed with the
secretary of the Association a written request that it be given copies of Notices of any action by
the Association that requires consent of Mortgagees. For the purposes of this Declaration the
term "Eligible Mortgagee™ includes insurers and guarantors of mortgages. With respect to any
action requiring the consent of a specified number or percentage of mortgages, the consent of
only Eligible Mortgagees holding a first lien mortgage need be obtained and the percentage
shall be based upon the votes attributable to the Units with respect to which eligible mortgages
have an interest.

"Foreclosure™ means a farfeirure of judicial or nonjudicial foreclosure of a mortgage
or a deed in lieu thereof.

"Identifying Number" means the number. letter. or combination thereof, designating
only one Unit in this Declaration as it is recorded or as it may be amended.

"Limited Common Elements™ means a portion of the Common Elements allocated by
this Declaration or by operation of the act for the exclusive use of one or more but less than all
of the Units.

"Majority” or "Majority of Unit Owners"” means, for the purposes of this
Declaration, the Unit Owners with one hundred percent (100%) or more of the votes in
accordance with the allocated interests assigned to the Units by this Declaration. In the event
of a 50-30 tie the issue shail be resolved pursuant to the Mediation/Arbitration provisions of
this Declaration of Condominium.

"Mortgage" means a mortgage. deed of trust or real estate contract.
"Mortgagee" means the secured party under a mortgage, deed of trust, or other real

property security interest covering a Unit. For the purposes of this Declaration the term
"mortgagee” includes the vendor under a real estate contract.

Declaration of Hillerest Condominium 3
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"Person" means a natural person, corporation, partnership, limited partnership, trust,
governmental subdivision or agency, or other legal entity.
g gency ¥

"Purchaser" means a person, other than a Declarant or a Dealer, which by mieans of a
voluntary transfer acquires a legal or equitable mterest in a Unit other than as security for an
obligation.

"Real Property" means any fee, leasehiold or other estate or interest in, over, or under
land, including structures, fixwres, and other improvements thereon and easements, rights and
interests appurtenant thereof which by custom, usage, or law pass with a conveyance of land
although not described in the contract of sale or instrument of conveyance. "Real Property™
includes parcels, with or without upper or lower boundaries, and spaces that may be filled with
air or water.

"Special Declarant Rights" means all rights identified in Section 20, together with as
any right or combination of rights reserved in this Declaration for the benefit of the Declarant
to: (a) complete improvements indicated on the Plat, described in the Declaration or the public
offering statements: (b) exercise any Development Rights: (c) maintain sales offices,
management offices, signs advertising the Condominium and models: (d) use easements
through the Common Elements for the purpose of making improvements within the
Condominium or within real estate that may be added to the Condominium; (e) make the
Condominium subject to a master association: (f) merge or consolidate the Condominijum with
any other community of the same tvpe; (g) appoint or remove any director or officer of the
Assoctation or any master assoctation, or veto or approve a proposed action of any Board or
Assaciation: (h) control any construction. design review. or aesthetic standards committee or
process: (i) attend meetings of the Unit Owners and. except during an executive session, the
Board: or (j} have access to the records of the Association to the same extent as a Unit Owner.

"Unit" means a part of the property itended for residential use and occupancy, as
provided herein. referred to as a "Unit” m The Act. The term Unit includes the dwelling and
structures, any yard and improvements within the airspace Unit.

"Unit Owner" means the Declarant or other person or persons owning a Unit but does
not include a person who has an interest in a Unit solely as security for an obligation. "Unit
Owmner" means the vendee. not the vendor, of a Unit under a real estate contract. This definition
shall not include persons who, on a month-to-month or other basis, rent or lease their Unit from
a Unit Owner.

1.8. Nature of the Units. The Units created as part of this Condominium are of the kind
commonly referred to as "airspace units". meaning that the boundaries of each Unit are not
defined by any portion of a particular building. but rather by reference to planes in space
establislied by the Condominium Map.

Declaration of Hillerest Condominium 4
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SECTION 2 - DESCRIPTION OF REAL PROPERTY

2.1. Legal Description. The Real Property included in the Condominium is described on
Exhibit A hereto which by this referenced is incorporated herein.

2.2. Legal Description of Phases. Declarant does not reserve the right to phase the
development.

2.3. Description of Real Property (except Real Property snbject to Development
Rights) that may be allocated subsequently as Limited Common Elements (other than
Limited Common Elements described in this Declaration). None at present, however
Declarant reserves the right under Section 20.2.3 to create Limited Common Elements on the
land described in Section 2.1 above.

2.4. Description of Real Property to which any Development Right or Special
Declarant Right applies: The land described in Section 2.1 above.

SECTION 3 - DESCRIPTION OF UNITS

3.1. Number of Units. There are two (2) Units 1o be developed. Each Unit is identifted by
the house number 1781 and 1783.

3.2. Additional Units to be Created. Declarant does not reserve the right to add additional
units,

3.3. Unit Description. Exhibit C sets forth the approximate square footage of each Unit and
the identifying number or letter of the Unit. Because the Unit is an envelope of defined space
(which may in the future, but not necessarily on the Declaration’s recording date. contain a
dwelling structure) the Declaration may not include the number of bathrooms. bedrooms and
fireplaces within a Unit or the building levels on which the Unit is located.

Unless otherwise stated in the Declaration on Exhibit C. there are no recreational facilities,
assigned parking spaces or moorage slips.

3.4. Unit Boundaries.

3.4.1. Units shall consist of an envelope of space, the perimeter boundaries of which on
the surface of the land are as located and depicted on the Condominium Map and which
boundaries extend above and below the ground elevation for each Unit as shown on the
Condomintum Map. A Unit shall include all structures, improvements, and fixtures now or
hereafter located within said space.

3.4.2. The physical boundaries of the Unit as they actually exist, either as originally

constructed or as reconstructed in substantial accordance with the original plans shall be
conclusively presumed to be the Unit's boundaries rather than metes and bounds expressed or

Declaration of Hillerest Condominium K]
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depicted in this Declaration, or the boundaries as so described or as depicted in the
Condominium Map, regardless of settling or lateral movement of the building, or minor
variances between boundaries shown in the Declaration, Condominium Map.

3.5. Access to Common Elements. There are no Common Elements for access.
3.6. Access to Public Streets. Both Units have direct access to the public street.
SECTION 4 - COMMON ELEMENTS

4.1. Description. Common Elements means all portions of the Condominium other than
the Units. The following items are illustrative of Common Elements but are not all inclusive:

4.1.1. The real property described in Section 2.1 not included within a Unit.

4.1.2. Any fence constructed by Declarant along the outside perimeter of the Units or
the Property.

4.1.3. The Common Elements shown on the Condominium Map as walkways or
roadway.

4.1.4. Any utility lines providing service to more than one Unit. including the drainage
facilities and private sewer main within the project.

4.1.5,  All other parts of the propertv necessary or canvenient to its existence,
maintenance and safety, or normally in common use,

4.2, Use. Each Owner shall have the right 10 use the Common Elements (except Limited
Common Elements reserved fer other Units) in common with all other Owners. The right to
use the Common Elements shall extend not only to each Owner. but alse to his agents, servants,
tenants. family members. invitees, and licensees. The right 1o use the Common Elements.
including the Limited Common Elements, shall be governed by and subject to the provisions
of the Act, this Declaration, the Bylaws and the Rules and Regulations of the Asscciation. The
Common Elements are subject to the conditions of approval of the site plan for the project.

4.3. Maintenance. The Common Elements shall be maintained and regulated by the
Owners' Association in a manner consistent with good building and nursery practices, and in
compliance with all applicable codes and regulations.

Easements are hereby granted for the installation. inspection, and maintenance of utilities
and drainage facilities as delineated on the Condominium Map (if any). No encroachment will
be placed within the easements shown on the Condominium Map. which may damage or
interfere with the installation. inspection and maintenance of utilities. Maintenance and expense
thereof of the utilities and drainage facilities shall be the responsibility of the Association as
established herein.

Declaration of Hillerest Condominium 6
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4.4, Construction Work - Common Elements. The Common Elements shall not be
reconstructed, rebuilt, altered, removed or replaced except by the Assecciation acting through
the Board, or as and in the manner the Association acting by the Board may authorize, and such
action and authorization must also be in accordance with The Act, this Declaration, and the
Bylaws.

4.5. Governmentally Required Maintenance, etc. Any insurance, maintenance, repair,
replacement, alteration or other work, or the monitoring of such work, which is required by any
governmental entity (including without limitation, federal, state or local government, public or
private utility provider, local improvement district, or other governmental or quasi-
governmental entity or agency), and regardless of whether such requirement is now or hereafter
established, and whether imposed in connection with a building permit or other governmental
approval or requirement, and whether involving land within public rights of way or subject to
ownership or exclusive use of one Owner, shall be the sole and exclusive responsibility of the
Association (not the Declarant) and any cost incurred in connection therewith shall be a
Common Expense, In the event the Association. in the judgment of a governmental authority,
fails to maintain drainage facilities within the Common Elements or other Common Elements,
or 1f the Unit Owners willfully or accidentally reduce the capacity of the drainage system or
render any part of the drainage system unusable, or damage or destroy any part of the Common
Elements (including NGPA areas, if any) the Unit Owners and the Association agree to be
responsibie for any costs or fees incurred from sanctions imposed by the governmental
authority, including attormey’s fees and expert’s fees should legal action be required te callect
menies owed. In furtherance of the generality of the foregoing, and not by way of limitation.
such work shall include: mamtenance of any grass-lined swales and proper disposal of
clippings; replacement of landscape plantings that die during any required maintenance period:
maintenance of public and private storm sewer and retention systems and matntenance and/or
non-disturbance of Native Growth Protection Areas/Easements. Declarant shall have the right.
but not the obligation, to perform any such work if the Assoctation fails to do so. The
Association shall promptly upon demand reimburse Declarant for any costs directly or
indirectly mcurred by Declarant as a result of the Declarant performing. or the Association's
failure to perform, such work {including any work necessary to obtain a release. or avoid a
forfeiture, or any cash deposit or other bond made by Declarant).

4.6. Limited Common Elements. There are presently no Limited Common Elements.

SECTION 5 - ALLOCATION OF COMMON ELEMENT INTERESTS, VOTES, AND
COMNMON EXPENSE LIABILITIES

5.1. General. The allocated interests in (a) the Common Elements and (b) in the common
expenses of the Association and (c) the portion of votes in the Association are allocated to each
Unit as set forth below in Exhibit C hereto. The established allocated interests are not separate
from the Unit and shall be deemed to be conveved and encumbered with the Unit. although not
mentioned in the instrument evidencing the encumbrance or conveyance.

5.2, Formula. The Allocated Interests of each Unit in (a) Common Elements, {b) Common
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expenses of the Association and (c) votes in the Association is determined as follows: Each
Unit shall have a percentage vote and an Allocated Interest in the Common Elements and
Common Expense Liability equal to a fraction, the numerator of which is one (1) and the
denominator of which is the total number of Units then in the Condominium, This formula is
used solely to establish the required allocated interests. The formula is not based upon the
respective values or sizes of the Units.

SECTION 6 - PARKING

6.1. Parking., Unit Owners shall park within their Unit in the garage or on the Concrete
Drive within their Unit. Parking in Concrete Drive shall not block or mpede vehicular access
to the other Unit or extend into the sidewalk or traveled portion of the public road.

No inoperable vehicles of any kind shall be parked, stored, maintained, or constructed on
any Unit or street unless stored in a garage. No goods, equipment or vehicle (including buses,
trailers, recreational vehicles. etc.) shall be dismantled or repaired outside any building or
residential Unit. The Association or a Unit Owner may require removal of any inoperative or
unsightly velicle, and any other vehicle, equipment or item not stored in accordance with this
provision.

SECTION 7 - MAINTENANCE, ALTERATIONS - COVENANTS, AND
RESTRICTIONS

7.1. Residential Occupancy. The buildings and Units shall be restricted to single-family
occupancy only, on an ownership, rental, or lease basis, and for social, recreational . or orther
reasonable activities normally incident to such use not inconsistent with the provistons of this
Declaration nor applicable zoning and for the purposes of operating the Association and
managing the Condominium if required.

7.2. Leases. No Owner or other person shall be permitted to lease or otherwise rent a Unit
for a term less than ninety (90) days. No lease or rental of a Unit may be of less than the entire
Unit. Any lease or rental agreement must provide that its terms shall be subject in all respects
to the provisions of the Declaration and Bylaws and the Rules and Regulations of the
Association and that any failure by the tenant to comply with the terms of satd documents,
Rules and Regulations shall be a default under the lease or rental agreement and that the Owner
grants to the Board and the managing agent the authority to evict the tenant on the Owner's
behalf for such default, upon only such notice as is required by law: if any lease does not contain
the foregoing provisions, such provisions nevertheless be deemed to be a part of the lease and
binding upon the Owner and the tenant by reason of their being stated in the Declaration.
Neither the Board nor the managing agent shall be liable to the Owner or the tenant for any
eviction under this section that is made in good faith. All leases and rental agreements shall be
in writing. Copies of all leases and rental agreements shall be delivered to the Association
before the tenancy commences.

Timesharing (as defined in RCW 64.36.010(1 1) and Airbnb rentals are prohibited.

Declaration of Hillerest Condominium 8



202409030040
09/03/2024 11:25 AM Page 16 of 64

7.3. Maintenance and Repair of Units

7.3.1. Owners Duties. Each Unit Owner, at his or her sole expense, have the right and
the duty to keep the interior and exterior of his building, landscaping and all other improvements
within the Unit including the Building structure, all equipment, appliances, and appurtenances
in good order, condition and repair and shall do all redecorating and painting at any time
necessary to maintain the good appearance and condition of his Unit. Each Owner shall be
responsible for the maintenance, repair or replacement of any plumbing fixtures, water heaters,
fans, heating or other equipment, electrical fixtures or appliances which may be in or connected
with his Unit. Each Unit Owner shall maintain their deck continuously in a good, clean,
attractive, safe and sanitary condition in full compliance with any Rules and Regulations
adopted by the Beard.

7.3.2. Repair or Replacement. If the Association maintains insurance on the building
then pursuant to Section 12 the Association shall supervise and cause to be performed any
repairs resulting from an insured loss using available insurance proceeds. Otherwise. the Unit
Owner is responsible for the replacement or repair of the Building in each Unit if all. or any
portion thereof, is destroyed by fire or any other cause. Such work shall be completed within
six (6) months from the date of damage. In the event that the Unit Owner fails to repair or
replace the Unit within said six months, then the Asscctation shall have the right (but not the
obligation) to undertake and complete said repairs or replacement. Upon demand, any insurance
proceeds with respect to the damage or borrowed funds shall be paid to the Association by the
Unit Owner or nsurer. Any funds expended by the Association on the repair or replacement of
the Unit shall constitute a special assessment against the damaged Unit and a lien under the
provisions of the Declaration, together with applicable interest and amorney fees. This right to
rebuild is not intended to constitute the sole remedy of the Association for the failure of a
damaged or destroyed Unit Owner to repair or rebuild. but all rights for such breach are
preserved. In the event that the Association fails to exercise its right to rebuild under this
section, the owner of the Unit adjoining the damaged Unit shall have the right to do so and shall
have all rights granted to the Association hereunder.

7.3.3. Roofing and Exterior Painting. Replacement roofing and siding material shall
be the same. as far as possible, in celor and style as the original roofing and siding materials on
residences within the development. Building exteriors shall be painted at least once every ten
years. Utilization of different exterior materials including. without limitation, roofing materials,
building siding materials and fencing must be approved by both Unit Owners before
mstallation.

7.3.4. Common Assessments. The Association is authorized and empowered to (but in
its discretion 1s not required to) assess monies for the maintenance, repair and replacement of
the roofis) and for exterior pamting of the buildings. This includes the right to establish reserve
accounts for samid work. The Association shall supervise and manage all work on the roofs and
all exterior painting,

7.3.5. Failure to Maintain. [f a Unit Owner fails, in the reasonable judgmient of the
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Board, to adequately perform the above-described maintenance work, then the Association may
itseif perform (or arrange to have performed) such work after the Board has issued a written
demand to the Unit Owner and following a reasonable period of time following delivery of the
demand. In such event, after notice and an opportunity to be heard to the Unit Owner, the entire
cost of such maintenance and/or repair work shall be specially charged to the Unit for which
such maintenance and/or repair work was performed in the manner provided under Section 11.

7.4. Party Walls. Each Unit within the Condominium contains a common Party Wall with
an adjacent Unit. For purposes of this Declaration, a “Party Wall” shall mean any wall which
is located on a Unit boundary line and which serves as a common wall between residences
located within the Building. Included in this definition is any fence separating said Units. Each
of the Unit Owners shall be deemed to own the one-half of the Party Wall the exterior surface
of which forms the interior surface of their residence located within the Building (the “Living
Unit™), whether or not the actual center of the Party Wall corresponds exactly to the common
Unit Boundary.

7.4.1. Use. Each Owner may use the Party Wall for any and all purposes that do not
interfere with the use of the Party Wall by the other Owner. Notwithstanding the foregoing,
neither Owner may cut openings through the Party Wall, do anything to impair the structural
integrity or strength of the Party Wall, or do anything to alter, damage, or deface the exterior
surface of the Party Wall located on the other Owner’s Unit (whether such exterior surface is
on the inside or outside of the Unit).

7.4.2. Repair: Maintenance. Each Owner shall maintain the exterior surface of the
Party Wall located on their Unit and shall maintain all utilities serving their Unit. which are
located within the Party Wall. if any. In the event that the structural components of the Party
Wall are damaged or destroyed. each Owner shall pay for one-half of the cost of the repair or
rebuilding of such structural components: provided that if the damage or destruction occuss as
a result of the negligence or willful misconduct of one Owner or the invitee of an Qwner then
such Owner shall pay all of the costs of the repair or rebuilding of the Party Wall. In the event
that the Party Wall needs to be repaired or rebuilt, it shall be repaired or rebuilt using the same
standards or construction and shall be the same size and configuration of the Party Wall that
exists immediately prior to the repair or rebuilding except as provided in Section 7.4.3 hereof.

7.4.3. Change of Size or Configuration. In the event that the Party Wall needs to be
repaired or rebuilt, the size, configuration, or standards of construction of the Party Wall may
be changed upon the request of one Owner and the prior written approval of the other Owner,
which approval shail not be unreasonably withheld. In the event that any such change in size,
configuration, or standards of construction results in a higher cost than a repair or rebuilding of
the Party Wall based upon the size. configuration, and standards of construction that existed as
of the date of this Declaration. then the Owner requesting the change shall be responsible to
pay all of the increased costs associated with any such change. In the event that either Owner
wishes to change the size, configuration. or standards of construction of the Party Wall when
the Party Wall is not in need of repatr or rebuilding, such Owner may do so at its sole cost and
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expense with the prior written approval of the other Owner, which approval shall not be
unreasonably withheld.

7.4.4. Payment. In the event that the Party Wall is in need of repair or rebuilding, the
Owners shall attempt to agree on all aspects of the repair and rebuilding, including the
contractor to be used, the timing of the repair and rebuilding, and the allocation of costs pursuant
to Sections 7.4.2 and 7.4.3 hereof. In the event that the Owners cannot reach agreement within
10 days from the date of the damage or destruction to the Party Wall resulting in the need for
repair or rebuilding, then either Owner may cause the repair or rebuilding to be done and shall
have the right to reimbursement from the other Owner for such Owner’s proportionate share of
the costs of the repair and rebuilding, together with interest at a floating rate of interest equatl to
the prime rate of U.S. Bank of Washington plus 3 percent per annum until such costs are
reimbursed in full. Either Owner may submit a dispute regarding payment or any other dispute
with respect to the Party Wall to the Board, whose decision shall be binding on the Owners in
dispute,

7.4.5. Cross-Easement. Declarant hereby reserves for the benefit of each Owner an
easement in the Unit of the other Owner upon which any portion of the Party Wall is located
for each Owner’s use of the Party Wall as provided for in this Section 7.4 of this Declaration.

7.5, Owner Caused Damage. If any Owner shall damage a Unit, Limited Common
Element or Common Element by its negligence or willful misconduct and does not repair the
damage within 30 days following receipt from the Board of notification to repair or. where the
damage cannot be repaired within the 30-day pertod the Owner does not commence repair of
the damage within the 30 day period and thereafter dilizently prosecute the same, the Board
may repair the damage and specially assess the Owner for the costs of such repair. Any disputes
between Owners arising from this Section 7.5 shall be decided by Medtation/Arbitration
pursuant to Section 21 of this Declaration that shall be binding upon the Owners in dispute.

7.6. Maintenance, Repair and Replacement of Common Element and Enforcement of
Maintenance, Repairs and Replacement Obligations of Unit Owners. The Association shall
be responsible for the maintenance, repair and replacement of all Common Elements. Subject
to Section 7.5 and as otherwise provided in this Declaration, the Association shall have the right
to enforce the obligations of the Unit Owners to maintain and repair the Unit Structures, and
other improvements in their respective Units as required by this Declaration, in the event any
Unit Owner fails to perform said obligations. In the event of a dispute by Owner over the
requirement for and scope of work, the dispute shall be decided by Mediation/ Arbitration
pursuant to Section 21 of this Declaration that shall be binding upon the Owners in dispute. [f
the Unit Owner fails to pay said expense, any financial award shall constitute a lien against the
Unit in the same manner as an Assessment pursuant to Section 11 of this Declaration.

7.7. Effect on Insurance. The Unit Owners shall not permit anything to be done or kept in
the Units or in the Common Elements which will increase the fire insurance premiums thereon
or result in the cancellation of such insurance on any Unit or any part of the Comnion Elements,
without the consent of the Board or pursuant to rules and regulations adopted thereby.
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7.8. Signs. No sign of any kind shall be displayed to the public view on or from any Unit or
from the Comuon Elements without the consent of the Board or pursuant to rules and
regulations adopted thereby; provided, that this section shall not apply to sales or rental
activities of the Declarant permitted pursuant to Section 20.

7.9. Pets. The maintenance, keeping, boarding and/or raising of animals, livestock, poultry
or reptiles of any kind, regardless of number, is prohibited within any unit or upon the commen
elements, except that the keeping of orderly domestic pets (e.¢., dogs, cats or caged birds) not
to exceed three per unit without the approval of the Board of Directors, and guard dogs, service
animals (typically dogs), emotional support animals and aquarium fish (and other limited
species of animals that do not normally leave the unit and that do not make noise) is permitted,
subject to the rules and regulations adopted by the Board of Directors; provided, however, that
such pets are not kept or maintained for commercial purposes or for breeding; and provided,
further, that any such pet causing or creating a nuisance or unreasonable disturbance or noise
may be permanently removed from the Property upen ten days written notice from the Board
of Directors. Such pets shall not be permitted upon the common elements unless accompanied
by someone who can control the pet and unless carried or leashed. Any unit owner who keeps
or maintains any pet upon any portion of the Property shall defend, indemnify and hold the
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 pet
within the Condominium. All pets that may leave the unit shall be registered with the Board of
Directors and shall otherwise be registered and inoculated as required by law. The Board of
Directors may establish reasonable fees for registration of pets not to exceed the additional costs
incurred by the Association resulting from the presence of such pets.

7.10. Offensive Activity. No noxious or oftensive activity shall be carried on in any Unit,
Common Elements or Limited Common Elements nor shall anything be done therein which
may be or become an annoyance or nuisance to other Unit Owners, or which would be in
violation of any laws. Owners shall not permit any condition to exist that will induce. breed or
harbor infecticus plant diseases. or noxious insects or vermin.

7.11. Oil and Mining Requirements. No oil drilling, oil development. oil refining,
quarrying. or mining operations of any kind shall be permitted upon or in any Unit; nor shall
oil wells, tanks, tunnels, mineral excavations or shafts be permitted upon or in any Unit. No
derrick or other structure designed for use in boring for oil or natural gas shall be erected,
maintained or permitted upon any Unit.

7.12. Mobile or Manufactured Housing. There shall be no mobile or manufactured
housing.

7.13. Utilities. All utilities shall be installed underground. No fuel tank shall be maintained
above ground unless properly screened. Unless otherwise approved by the Association. the cost
of restoration of any yard landscaped area(s) disturbed by private utility work shall be borne
solely by the Unit Owner(s) so benefited by the utility work, In the event the Unit Cwner(s)
does not restore the yard landscaping within a reasonable time, upon due notice to the non-
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complying Unit Owner(s), the Association shall have the authority to complete the restoration
on behalf of the Unit Owner(s) and to specially assess them for the cost.

7.14. Games and Play Structures. Basketball hoops shall not be allowed on the Units or
Common Elements. No portable basketball hoops shall be used, stored or located on any Unit
or common area or upon the public streets adjacent thereto.

7.15. Deleted.

7.16. Clothes Lines, Other Structures. No clotheslines or other structures of a similar
nature shall be visible from the Common Elements or other Units.

7.17. Garbage and Refuse. No garbage. refuse, rubbish. cuttings. debris, inoperable
vehicles, equipment or waste of any kind shall be deposited on or left upon any Unit unless
placed in an attractive container suitably located and screened from the view of any other Unit
Owner. The Board/Association has the right to place garbage cans back to Owners Unit if Unit
Owner doesn’t do so. All equipment for the storage or disposal of such materials shall be kept
in a clean and sanitary condition. No building material of any kind shall be placed or stored on
any property within the development until the Unit Owner is ready to commence construction.
and then such materials shall be placed within the boundary lines of the Unit upon which it is
intended. Garbage cans may only be placed in public view on the day of garbage pickup. The
proper removal and disposal of all such materials shall be the sole responsibility of the
individual Unit Owners. Upon Notice and an Opportunity to be Heard. the Association. acting
by and through the Board. shall have the authority to assess any Unit Owner responsible for
disposing of such materials upon the Common Elements with said assessment equal to the costs
of clean up, restoration. repair and replacement of any and all damaged or affected Common
Elements or facilities.

7.18. Alterations of Buildings. A Unit Owner:

7.18.1. May not change the appearance of the Common Elements or the exterior
appearance of a Building within the Owner’s Unit including but not [imited to the exterior
materials and colors without the approval of both Unit Owners.

7.18.2. May not convert the garage or any portion thereof to living area.

7.18.3. May not make any alteration or improvement to his Unit Structure (except
interior improvement that do not affect support of the building) without the approval of both
Unit Owners.

7.18.4. May not install radio. television or satellite dish antenna outside the Building in

any Unit except a satellite dish antenna thirty (30) inches in diameter or less. The location of
any such dish shall be subject to the rules and regulations of the Board.
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7.19. Additional Structures Outside Any Buildings. No decks, patio, fence or any other
structure shall be constructed or installed outside any Building without the approval of both
Unit Owners, except for items installed by Declarant prior to sale of a Unit or in compliance
with the terms of a purchase agreement with an mitial purchaser.

7.20. Bylaws and Rules and Regulations. The Association may from time to time amend
the Bylaws or create and amend rules and regulations of the Association as may be necessary
or advisable to ensure compliance with or to supplement the covenants, conditions and
restrictions in this Declaration or its amendments, and the Unit Owners shall comply in all
respects therewith.

7.21. Invalidation Not Affecting Remaining Provisions. [nvalidation of any one of these
covenants by judgment or court order shall in no way affect any of the other provisions that
shall remain i full force and effect.

7.22. Conveyances; Notice Required. The right of a Unit Owner to sell, wransfer, or
otherwise convey a Unit shall not be subject 1o any right of approval. disapproval, first refusal.
or similar restriction by the Association or Board. or anyone acting on their behalf. Promptly
upon conveyance of a Unit to anyone other than a Declarant. the new Unit Owner shall notify
the Association of the date of the conveyance and the Unit Owner’s name and address. The
Association shall notify each insurance company that has issued an insurance policy to the
Association for the benefit of the Unit Owners of the name and address of the new Unit Owner
and request that the new Unit Owner be made a named insured under such policy. Any Unit
Owner intending to sell a Unit may deliver written notice to the Board prior to closing.
specifying the Unit being offered for sale, the closing agent. title insurance company msuring
the purchaser’s interest, the estimated closing date. and the name and address of the purchaser.
The Board shall have the right to notify such parties of the amount of unpaid assessments and
charges outstanding against the Unit, whether or not such information 1s requested.

7.23. Quiet Enjoyment. No Owner shall permit anything to be done or kept in the Owner’s
Unit that would interfere with the right of quiet enjoyment of the other residents of the
Condominium. In particular, sound system loudspeakers shall not be rigidly attached to any
party wall shared with another Unit or the ceilings, walls, shelves or cabinets in a Unit in a
manner that will induce vibrations into the structure of the building,

7.24. Hazardous Substances. The Owner of each Unit shall not permit any Hazardous
Substance to be generated, processed, stored, transported, handled or disposed of on, under, in
or through the Owner’s Unit or the Property. and each Owner shall indemnify, defend and hold
harmless the other Owner or Owners and the Association from all fines, suits, procedures,
claims and actions of any kind arising out of or in any way connected with anv spills or
discharges of Hazardous Substances or wastes ansing from the operation or use of the Unit or
Property by the Owner or the tenants or invitees of the Unit. As used herein. the terms
“Hazardous Substances™ means any hazardous. toxic or dangerous substance, waste or material
which 1s or becomes regulated under any federal, state or local statute, ordinance. rule,
regulation or other law now or hereafter in effect pertaining to environmental protection,
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contamination or cleanup, including without limitation any substance, waste or material which
now or hereafter is designated as a “Hazardous Substance” under the Comprehensive
Environmental Response, Compensation and Liability Act (42 U.S.C. § 9601 et seq), or any
local or state rule or regulation; without limiting the foregoing, Hazardous Substance shall
include, but not be limited to, any substance which after being released into the environment or
indirectly by ingestion, inhalation, or assimilation, either directly from the environment or
indirectly by ingestion through food chains, will or may reasonably be anticipated to cause
death, disease, behavior abnormalities, cancer and/or genetic abnormalities.

SECTION 8 - OWNERS ASSOCIATION - MEMBERSHIP - VOTING - BYLAWS

8.1. Owners Association. Management of the Condominium and maintenance, repair and
replacement of the Common Elements is vested in Hillerest Condominium Owners Association
("the Owners Association"). The following provisions govern membership in and voting and
Bylaws for the Owners Association. The Association shall administer the Condominium,
through actions of its Board and officers.

8.2. Membership.

8.2.1. Qualification. Each Unit Owner (including Declarant) shall be a member of the
Association and shall be entitled to one membership for each Unit so owned. Ownership of a
Unit shall be the sole qualification for membership in the Association.

8.2.2. Transfer of Membership. The Association membership of each Unit Owner
(including Declarant) shall be appurtenant to the LInit giving rise to such membership, and <hall
not be assigned, pledged, hypothecated, conveyed or alienated in any way except upon transfer
of title to said Unit and then only to the transferee of title to such Unit. Any attempt to make a
prohibited transfer shall be void. Any transfer of title 10 a Unit shall operate automatically to
transfer the membership in the Association appurtenant thereto to the new Owner thereof.

8.3, Voting.

8.3.1. Number of Votes. The total voting power of all Owners shall equal one hundred
percent (100%) and the fraction/percentage voting power allotted to each Unit 1s set forth m
Exhibit C hereto.

8.3.2. Persons Authorized to Vote. The voting representative of each Unit shall be the
group composed of all of its Owners. The Association may recognize the vote of any one or
more of such Owners present in person or by proxy at any meetings of the Association as the
vote of all such Owners.

8.3.3. Pledge of Power to Designate Voting Representative. The power to designate
a voting representative may be pledged 1o the holder of a security interest in a Unit. If the
power is so pledged, and if a copy of the instrument is filed with the Board, and if the secured
party's designee attends the meeting and requests to exercise the vote, then the vote of such
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designee shall be recognized as to the issues respecting which the pledge was given.

8.3.4. Pledge of Votes for or Ownership of More Than One Unit - Voting. A person
who owns more than ¢ne Unit (including Declarants and any mortgagee) or to whom voting
rights have been pledged for more than one Unit is entitled to exercise the combined total voting
power of all such Units,

8.3.53. Quorum - Majority for Action. A quorum of Unit Owners at any annual or
special meeting of the Association shall be the presence, in person or by proxy, of persons
holding Fifty Percent (50%) or more of the total votes, unless otherwise expressly provided
herein or in the Bylaws. If the quorum is present at any such meeting, any action may be taken
by an affirmative vote of a majority of the total votes present at the meeting, exceptas otherwise
expressly provided in The Act, this Declaration or the Bylaws.

8.3.6. Units owned by the Association. No votes allocated 10 a Unit owned by the
Association may be cast, and in determining the percentage of votes required to act on any
matter, the votes allocated to Units owned by the Association shall be disregarded.

8.4. Powers of the Owners' Association. The powers of the Association shall include and
be governed by the following provisions:

8.4.1, The Association shall have all the powers at common law and statutory powers
of an Association not for profit. which are not in conflict with the terms of this Declaration or
the Articles of Incorporation.

8.4.2, The Association shall have all of the powers and durtes set forth in the Act except
as limited by the Articles and this Declaration and all the powers and duties reasonably
necessary to operate the Condominium as set forth in this Declaration and as it may be amended
from time to time.

8.5. Bylaws. The Declarants shall adopt the initial Bylaws of the Assoctation. The Bylaws
shall specify the procedures for timing and the holding of annual and spectal meetings of the
Association and may include any other matters or specify other procedures applicable to the
organization and administration of the Association not inconsistent with this Declaration. The
Declarants alone may amend the Bylaws at any time prior 1o the election of directors by the
Unit Owners and relinquishment by Declarants of managing authority. Thereafter, the Bylaws
may be amended, in whole or in part by a one hundred {100%) percent vote of the Unit Owners
at a meeting of the Association leld for that purpose, or in such other manner as the Bylaws
themselves may prescribe.

8.6. Meetings. Audits, Notices of Meetings.
8.6.1. Annual Meetings, Audits. There shall be an annual meeting of the Owners in the

first quarter of each calendar year, or such other fiscal year as the Board may by resolution
adopt, at such reasonable place and time as set by the Board. At the annual meeting, there shall
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be presented an accounting of the common expenses, itemizing receipts and disbursements for
the preceding fiscal year, and the allocation thereof to each Owner, and the estimated common
expenses for the coming fiscal year. The Board at any time or by written request of Owners
having at least fifty (50%) percent of the total votes, may require that an audit of the Association
and management books be presented at any special meeting. A Unit Owner, at his own expense,
may at any reasonable time make an audit of the books of the Board and Association.

8.6.2. Special Meetings. Special meetings of the Owners may be called at any time for
the purpose of considering matters, which by the terms of The Act or of this Declaration require
the approval of all or some of the Owners, or for any other reasonable purpose. Such meetings
shall be called by the president of the Association upon the decision of the president, or after
request signed by a majority of the Board, or by written request by the Owners having at least
fifty (50%) percent of the total votes.

8.6.3. Notice of Meetings. Not less than ten nor more than sixty days in advance of any
meeting, the secretary or other officer specified in the Bylaws shall cause notice to be hand
delivered or sent prepaid by first class United States mail to the mailing address of each Unit
or to any other mailing address designated in writing by the Unit Owner. The notice of any
meeting shall state the time and place of the meeting and the items on the agenda to be voted
on by the members, including the general nature of any proposed amendment to the Declaration
or Bylaws, changes in the previcusly approved budget that result in a change in assessment
obligations. and any proposal to remove a director or officer.

SECTION 9 - MANAGEMENT OF CONDOMINIUNMI

9.1. Administration of the Condominium. The Unit Owners covenant and agree that the
administration of the Condominium shall be in accordance with the provisions of this
Declaration and the Articles of Incorporation and Bylaws of the Association which are
incorporated herein by reference and made a part hereof.

9.2. Election and Removal of Board and Officers.

9.2.1. Declarant Control Until Transition Date. Until the Transition Date. the
Declarant shall have the right to appoint and remove all members of the board and to veto or

During this time the Board can consist of one or more persons appointed by Declarant.

(a) Transition Date. Declarant Control of the Association shall terminate on the
Transition Date. The Transiticn Date shall be no later than the earlier of (a) sixty (60) days after
conveyance of 75% of the Units that may be created to Owners ather than the Declarant. (b)
two (2) years after the last conveyance of a Unit to Owners other than a dealer. (¢) two (2) vears
after the last exercise of a Development Right to create units. or (d) the date on which the
Declarant records an amendment to this Declaration pursuant to which the Declarant voluntarily
surrenders the right to further appoint and remove officers and members of the Board. If the
Declarant voluntarily surrenders control pursuant to (d) above, the Declarant may require that
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for the duration of the period of Declarant Control, specified actions of the Association or the
Board, as described in a recorded instrument executed by the Declarant, be approved by the
Declarant before they become effective,

(b) Audit of Records Upon Transfer. Upon termination of the period of Declarant
Control, the records of the Assoctation shall be audited as of the date of transfer by an
independent certified public accountant in accordance with generally accepted auditing
standards unless the Owners, other than the Declarant, by two-thirds vote, elect to waive the
audit. The costs of the audit shall be a Common Expense.

9.2.2. Election by Owners, Other Than Declarant,

(a) Afier Transfer of Declarant Control the affairs of the Association shall initially be
governed by a Board composed of at least three (3) members. If there are less than three Units
then the Board can be composed of two (2) members. The Owners can increase the number of
Board Members through a bylaw amendment by vote at the initial meeting or annual meetings
thereafter.

(b) Not later than sixty (60) days after conveyance of twenty-five percent (25%) of the
Units which may be created to Unit Owners other than Declarant, at least one (1) member and
not less than twenty-five percent (25%) of the members of the Board may be elected by Unit
Owners other than Declarant. Not later than sixty (60) days after conveyance of fifty percent
(30%) of the Units that may be created to Unit Owners other than a Declarant, not less than
thirty-three and one-third percent of the members of the Board must be elected by Unit Owners
other than the Declarant Wirthin 30 days after the termination of anv period of declarant control
or. the absence of such period. not later than a date that is sixty days afier the conveyance of
seventy-five percent of the Units that may be created to Unit Qwners than Declarant, the Board
must schedule a transition meeting and provide notice to the Unit Owners in accordance of
RCW 64.90.445(1)(c). In any event, the period of Declarant Control shall terminate no later
than seven years from the conveyance of the first Unit in the Condominium.

¢) Commencing with the first Association meeting at which the Unit Owners are to
elect the entire Board (other than a meeting held when Declarant still owned all of the units),
and unless the Bylaws are amended at that meeting, the Board shall be composed of at least two
(2) Members (not including a Board member designated by Declarant). a majority of whom
must be Owners of Units in the Condominium; provided, the Declarant (or a representative of
Dectarant) shall have the right (which may not be terminated by amendment to the Declaration
or Bylaws, and which shall continue so long as any Special Declarant Rights or Developments
remain in effect or Declarant has any obligation or liability of any express or implied warranty)
to serve as a full non-voting member of the Association Board (with all of the rights and powers
of a Board member except for the right to vote).

9.2.3. Taking Office; Officers. The Board shall elect the officers of the Association.
Such members of the Board and officers shall take office upon election.
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9.2.4. Removal. The Unit Owners, by a two-thirds vote of the voting power in the
Association present and entitled to vote at any meeting of the Unit Owners at which a quorum
is present, may remove any member of the Board with or without cause.

9.3, Management by Board.

9.3.1. On Behalf of Association. Except as otherwise provided in the Declaration, the
Bylaws, or the Act, the Board shall act in all instances on behalf of the Association. In the
performance of their duties, the officers and members of the Board are required to exercise
ordinary and reasonable care.

9.3.2. Not on Behalf of Association. The Board 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 under this Declaration, to terminate the Condominium pursuant to
RCW64.90.290. or to elect members of the Board or determine the qualifications, powers, and
duttes. or terms of office of members of the Board pursuant to section 9.2; but the Board may
fill vacancies in its membership for the unexpired portion of any term.,

9.3.3. Notice and an Opportunity to be Heard. Whenever this Declaration or The Act
requires that an action of the Board be taken after "Notice and Opportunity to be Heard," the
following procedure shall be observed: The Board shall give written notice of the proposed
action to all Owners. tenants. or occupants of the Units whose interest would be significantly
affected by the proposed action. The notice must contain a general statement of the proposed
action as well as the date. time. and place of the hearing. The Board shall deliver notice at least
five (5) days before a hearing. At the hearing. the affected person shall have the right. personally
or by representative. to give testimony orally, in writing or both (as specified in the notice).
subject to reasonable rules of procedure established by the Board to assure a prompt and orderly
resolution of the 1ssues. The Board shall consider such evidence in making a decision. but such
evidence does not bind the Board. The Board shall notify the affected person of the Board's
decision n the same manner that notice of the hearing was given.

9.4. Authority of the Association,

9.4.1 The Association acting by and through the Board, or a Managing Agent appointed
by the Board. for the benefit of the Condominium and the Owners, shall enforce the provisions
of this Declaration and of the Bylaws and shall have all powers, authority and duties permitted
to or required of the Assoctation under the Act and this Declaration {except as, may be limited
herein). The provisions of the Act (as it may be amended) are set forth on Exhibit B hereto.

9.4.2. The Board's power hereinabove enumerated shall be limited in that the Board
shall have ne authority to acquire and pay for out of the Association funds a capital addition or
mprovement (other than for purposes of restoring, repairing or replacing portions of the
Common Elements) having a total cost in excess of Five Thousand Dellars {$5.000), without
first obraining the affirmative vote of all Owners at a meeting called for such purpose, or if no
such meeting is held, then the written consent of both Unit Owners.
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9.4.3, Nothing herein contained shall be construed to give the Association authority to
conduct an active business for profit on behalf of all of the Owners or any of them.

9.4.4 The Board and its agents or employees, may enter any Unit when necessary in
connection with any maintenance, landscaping or construction for which the Board is
responsible or in the event of emergencies. Such entry shall be made with as little inconvenience
to the Owners as practicable, and any damage caused thereby shall be repaired by the Board
paid for as a Common Expense if the entry was due to an emergency, or for the purpose of
maintenance or repairs to Common Elements where the repairs were undertaken by or under
the direction or authority of the Board; provided, if the repairs or maintenance were necessitated
by or for the Unit entered or its Owners, or requested by its Owners, the costs thereof shall be
specially charged to such Unit.

9.5. Borrowing by Association. In the discharge of its duties and the exercise of its powers
as set forth above, but subject to the limitations set forth in this Declaration, the Board may
borrow funds on behalf of the Association and to secure the repayment of such funds, assess
each Unit (and the Owner thereof) for said Unit's pro rata share of said borrowed funds and the
obligation 1o pay said pro rata share shall be a lien against said Unit and the undivided interest
in the Commion Elements appurtenant to said Unit. Provided. that the Owner of a Unit may
remove said Unit and the Allocated Interest in the Common Elements appurtenant to such Unit
tfrom the lien of such assessment by payment of the Aliocated Interest in Common Expense
Liability attributable to such Unit. Subsequent to any such payment. discharge. or satisfaction,
the Unit and the Allocated Interest in the Common Elements appurtenant thereto shall thereafter
be free and clear of the liens so paid. satisfied. or discharged. Such partial payment, satisfaction,
or discharge shall not prevent the hienor from proceeding to enforce his rights against any Unit
and the Allocated lnterest in the Common Elements appurtenant thereto not so paid, satisfied,
or discharged.

9.6. Association Records and Funds

9.6.1. Records and Audits. The Association shall keep financial records suffictently
detailed to enable the Association to comply with RCW 64.90.640 in providing resale
cernficates. All Books and Records of the Association shall be made reasonably available (at
all reasonable hours of weekdays or under other reasonable circumstances) for examination and
copying by Declarant, and any Owner. Mortgagee, insurer and guarantor of any Mortgage on
any Unit, or their agents. At least annually, the Association shall prepare, or cause to be
prepared. a financial statement of the Association tn accordance with generally accepted
accounting principles. The financial statements of the Condominium shall be audited at least
annually by a certified public accountant. The Annual Audit may be waived annually by
Owners (other than the Declarant) of Units to which fifty-one percent of the votes are allocated,
excluding the votes allocated to Units owned by the Declarant.

9.6.2. Fund Commingling. The funds of the Association shall be kept in accounts in

the name of the Association and shall not be commingled with the funds of any other
Association, or with the funds of any Managing Agent of the Association or any other person
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responsible for the custody of such funds. Any reserve funds of the Association shall be kept
In a segregated account and any transaction affecting such funds, including the issuance of
checks, shall require documentation of the majority approval by the Board of Directors.

9.7. Association as Trustee. With respect to a third person dealing with the Association in
the Association's capacity as a trustee, the existence of trust powers and their proper exercise
by the Association may be assumed without inquiry. A third person is not bound to inquire
whether the Association has power to act as trustee or is properly exercising trust powers. A
third person, without actual knowledge that the Association is exceeding or improperly
exercising its powers, 15 fully protected in dealing with the Association as if it possessed and
properly exercised the powers it purports to exercise. A third person is not bound to assure the
proper application of trust assets paid or delivered to the Assaciation in its capacity as mustee,

9.8. Termination of Contracts and Leases. If entered into before the Board elected by the
Unit Owners pursuant to Section 9.2.2 takes office. (1) any management contract, employment
contract, or lease of recreational or parking areas or facilities. (2} any other contract or lease
between the Association and a Declarant or an Affiliate of a Declaration, or (3) any contract or
lease that is not bona fide or was unconscicnable to the Unit Owners at the time entered into
under the circumstances then prevailing may be terminated without penalty by the Association
at any time after the Board elected by the Unit Owners pursuant 1o Section 9.2.2 takes office
upon not less than ninety days' notice to the other party or within such lesser notice period
provided for without penalty in the contract or lease. This Section does not apply to any lease.
the termimation of which would terminate the Condominium or reduce its size, unless the real
property subject to that lease was included in the Condominium for the pumpose of avoiding the
right of the Association wo terminate a lease under this Section.

9.9. Maintenance, Repair, Inspection and Warranty Procedure. The Association and
Unit Owners shall defend. indemnify and hold Declarant harmless from any expense or claim
arising from or relating to any Association’s or Owner's failure to promptly and properly
maintain, repair or inspect the improvements in the Condominium (or any part thereof), or the
Association’s failure to promptly and properly make a claim (or comply with dispute resolution
procedures) under any warranty obtained or issued by Declarant. Declarant shall not be liable
under any express or implied warranty for loss or damage which the Association or Owners
have not taken timely action to minimize, or which is caused or made worse by a failure to
properly and promptly maintain. repair, or inspect (including without limitation failure to fully
comply with any inspection, monitoring, maintenance or repair checklist, manual or
recommendation provided by Declarant (or a contractor, subcontractor or manufacturer) to the
Association or Owners.

9.10. Association Litigation. The Owners holding one hundred percent (100%) of the total
Association voting power must grant approval for the Association {or the Board acting on behalf
of the Assoctiation) to mstitute, defend, or intervene in legal proceedings (except as allowed
under Section; provided, that under no circumstances may legal preceedings be commenced
against Declarant (or Declarant’s contractor. subcontractors, vendors, suppliers or other
professionals) with respect 1o any alleged construction defect or other condition which
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Declarant has agreed in writing to remedy and is proceeding with reasonable due diligence to
do se.

SECTION 10 - MANAGEMENT RIGHTS RETAINED BY DECLARANT

10.1. Transition Date. The "Transition Date” shall be the date upon which full authority
and responsibility 10 administer and manage the Association and the Condominium, subject to
this declaration and the Bylaws, passes to the Association. The date of the Transition is set forth
in Section 9.2.1 of this Declaration.

10.2. Declarant's Powers Until Transition Date. Until the Transition Date, Declarant or
persons designated by Declarant shall have the full power and authority to appoint and remove
the officers and members of the Board. The Board appointed by Declarant shall have the same
authority as given the Board in Section 9 of this Declaration subject to the limitations in this
Declaration and in the Act. In any event. the period of Declarant Control shall terminate no later
than seven years from the conveyance of the first Unit in the Condomintum.

10.3, Limitations of Power of Board Appointed by Declarant.

10.3.1. Removal of Directors. The Unit Owners other than Declarant may remove by
rwo-thirds vote any directors elected by the Unit Owners but may not remove directors selected
by Declarant. The Declarant may not remove any director duly elected by the Unit Owners.

10.3.2. Standard of Care. In performance of their duties on behalf of the Association
directors appointed or selected by Declarant are required to exercise the care required of
fiduciaries of the Unit Owners.

10.4. Transfer of Control to Association. Declarant will provide for and foster early
participation of Unit Owners in the management of the Condominium. After the ransition date
control of the Associatton shall be transferred 1o the Unit Owners in accordance with the
following guidelines:

10.4.1. Director Election. Within thirty (30) days afier the transition date, the Unit
Owners shall elect a board of directors at least a majority of which must be Unit Owners. The
board of directors shall elect the officers. Such members of the board and officers shall take
office upon election.

10.4.2, Transfer of Property and Records. Within sixty {60) days after the transition
date the Declarant shall deliver to the Association all property and records of Unit Owners and
of the Association held or controlled by the Declarant including but net limited to those items
required to be delivered by RCW 64.90.420.

SECTEION 11 - ASSESSMENTS

1L.1. Estimated Expenses. Within sixty (60) days prior to the beginning of each calendar
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year, or such other fiscal year as the Board may adopt, the Board: shall estimate the charges
including Common Expenses, and any special charges for particular Units to be paid during
such year; shall make provision for creating, funding and maintaining reasonable reserves for
contingencies and operations, as well as for maintenance, repair, replacement and acquisition
of Commen Elements; and shall take intc account any expected income and any surplus
available from the prior year's operating fund. Without limiting the generality of the foregoing
but in furtherance thereof, the Board shall create and maintain from regular monthly
Assessments a reserve fund for replacement of those Common Elements which can reasonably
be expected to require replacement or a major repair prior to the end of the useful life of the
Buildings. The Board shall calculate the contributions to said reserve fund so that there are
sufficient funds therein to replace, or perform such major repair. to each Common Element
covered by the fund at the end of the estimated useful life of each such Common Element. The
initial Board, whether appointed by Declarant or elected by Unit Owners, may at any suitable
time establish the first such estimate. 1f the sum estimated and budgeted at any time proves
inadequate for any reason (including non-payment for any reason of any Owner's Assessment),
the Board may at any time levy a further Assessment, which shall be assessed to the Owners
according to Section 11.4. Similarly. if the sum estimated and budgeted. and being collected
and/or already collected. at any time proves excessive, the Board may reduce the amount being
assessed and/or apply existing funds (in excess of current needs and required reserves) against
future Assessments and/or refund such excess funds.

11.2. Payment by Owners. Each Owner shall be obligated to pay its share of Common
Expenses and special charges made pursuant to this Section to the treasurer for the Association
or managing agent in equal monthly installments on or before the first day of each month during
such year, or in such other reasonable manner as the Board shall desiznate. No Owner may
exempt himself from liability for payment of assessments for any reason. including waiver of
use or enjoyment of any of the Common Elements or abandonment of the Owner's Unit.

11.3. Commencement of Assessments. The Declarant in the exercise of its reasonable
discretion shall determine when the Association shall commence making Assessments:
provided, that in all events Assessments shall commence on a date within 60 days the date on
which seventy-five percent (75%) of the Units which may be created have been conveyed to
Owners (other than Declarant or an Affiliate of Declarant). Until the Association makes an
Assessment, the Declarant shall pay all Common Expenses, After any Assessment has been
made by the Association, Assessments must be made against all Units. based on a budget
adopted by the Association; provided, until a date within 60 days after the date en which
seventy-five percent (75%) of the Units which may be created have been conveyed to Owners
(other than Declarant or an Affiliate of Declarant):

(a) the Board (whether appointed by Declarant or elected by Unit Owners) may elect not to
collect monthly assessments calculated as provided in Section 11.1 and instead elect to collect
and expend monthly assessments based on the actual costs of maintaining, repairing, operating
and insuring the Common Areas: or
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(b) the Declarant may elect to pay all of certain of such actual costs and have Unit Owners
pay a pro-rata share (based on each Unit's Allocated Interest) of the remainder of such costs.

11.4. Allocated Liability. Except for Assessments under Sections 11.5, 11.6, 11.7, 11.8 and
11.10, all Common Expenses must be assessed against all the Units in accordance with the
allocations set forth in Exhibit C. Any past due Common Expense Assessment or installment
thereof bears interest at the rate of 12% per annum.

11.5. Limited Common Element. Any Common Expense associated with the operation,
maintenance, repair, or replacement of a Limited Common Element shall be paid by the QOwner
of or assessed against the Units to which that Limited Common Element is assigned. equally.

11.6. Only Some Units Benefited. The Board may elect that any Common Expense or
portion thereof benefiting fewer than all of the Units must be assessed exclusively against the
Units benefited.

11.7. Insurance Costs. The Board may elect that the costs of msurance must be assessed
in proportion 1o risk.

11.8. Utility Costs. The Board may elect that the costs of utilities must be assessed in
proportion to usage.

11.9. Assessments for Judgment. Assessments to pay a judgment agatnst the Association
pursuant to RCW 64.90.490 may be made only against the Units in the Condonunium at the
time the judgment was entered in proportion to their Allocated Common Expense Liabilities at
the time the judgment was entered. The judgment lien shall not apply 1o any other property of
a Unit Owner.

11.10. Owner Responsibility. In the event that any Unit Owner or his or her agents.
invitees, contractors, delivery persons or family intentionally, negligently or otherwise causes
damage or destruction of Common Elements or other Units. then said Unit Owner shall be
solely responsible for all restoration costs and shall hold the Association and other Unit Owners
and the Declarant harmless from and indemnify them against any costs for restoration or any
costs of incurred in enforcing the terms of the Condominium.

11.11. Reallocation, If Common Expense Liabilities are reallocated, Common Expense
Assessments and any installment thereof not yet due shall be recalculated in accordance with
the reallocated Common Expense Liabilities.

11.12, Lien for Assessments

F1.12.1. Lien. The Association has a lien on a Unit for any unpaid Assessments levied
against a Unit from the time the Assessment is due.
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11.12.2, Priority. A lien under Section 11.12 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 Unit recorded before the date on which the Assessment
sought to be enforced became delinquent; and (¢) liens for real property taxes and other
governmental assessments or charges against the Unit.

11.12.3. Mortgage Priority. Except as provided in Sections 11.12.4 and 11.12.5, the
lien shall also be prior to the Mortgages described in Section 11.12.2(b) to the extent of
Assessments for Common Expenses, excluding any amounts for capital improvements, based
on the periodic budget adopted by the Association pursuant to Section 11.1, which would have
become due during the six months immediately preceding the date of the sheriff's sale in an
action for judicial foreclosure by either the Association or a Mortgagee, the date of a trustee's
sale in a non-judicial foreclosure by a Mortgagee, or the date of recording of the Declaration of
forfeiture in a proceeding by the vendor under a real estate contract,

11.12.4. Mortgagee Notice. The priority of the Association’s lien against Units
encumbered by a Mortgage held by an Eligible Mortgagee or by a 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 that the lien priority under Section 11.12.3 includes
delinquencies which relate to a period after such holder becomes an Eligible Mortgagee or has
given such request for notice and before the Association gives the holder a written notice of the
delinquency. This Section does not affect the priority of mechanics' or materialmen’s liens. or
the prionity of liens for other Assessments made by the Association.

11.12.5. Recording as Netice. Recording of the Declaration constitutes record notice
and perfection of the lien for Assessments. While no further recording of any claim of lien for
Assessment under this section shall be required to perfect the Association’s lien, the Association
may record a notice of claim of lien for Assessments under this Section in the real property
records of any county in which the Condominium 1s located. Such recording shall not constitute
the written notice of delinquency to a Mortgagee referred to in Section 11.12.3.

11.12.6. Limitation on Action. A lien for unpaid Assessments and the personal hability
for payment of Assessments is extinguished unless proceedings to enforce the lien or collect
the debt are instituted within three years after the amount of the Assessments sought to be
recovered becomes due.

11.12.7. Foreclosure. The lien arising under Section 11.12 may be enforced judicially
by the Association or its authorized representative in the manner set forth in Chapter 61.12
RCW. The Association or its authorized representative shall have the power to purchase the
Unit 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 redemption shall be eight months. Nothing in this Section shall prohibit
an Association from taking a deed in lieu of foreclosure.
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11.12.8, Receiver. From the time of commencement of an action by the Association to
foreclose a lien for nonpayment of delinquent Assessments against a Unit that is not occupied
by the Owner thereof, the Association shall be entitled to the appointment of a receiver to collect
from the lessee thereof the rent for the Unit as and when due. If the rental is not 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 section, and a receiver shall not be appointed
less than ninety days after the delinquency. The exercise by the Association of the foregoing
rights shall not affect the priority of preexisting liens on the Unit.

11.12.9. Mortgagee Liability. Except as provided in Section 11.12.3, the holder of a
Mortgage or other Purchaser of a Unit who obtains the right of possession of the Unit through
foreclosure shall not be liable for Assessments or installments thereof that became due prior to
such right of possession. Such unpaid Assessments shall be deemed to be Common Expenses
collectible from all the Unit Owners, including such Mortgagee or other purchaser of the Unit.
Foreclosure of a Mongage does not relieve the prior Owner of personal liability for
Assessments accruing against the Unit prior to the date of such sale as provided in this Section.

11.12.10. Lien Survives Sale. The lien arising under Section 11.12 shall not be affected
by the sale or transfer of the subject Unit except in the event of sale through foreclosure, as
provided in Section 11.12.9.

11.13. Owner Liability. In addition to constituting a lien on the Unit, each Assessment
shall be the joint and several obligations of the Owner or Owners of the Unit to which the same
are assessed as of the time the Assessment is due. [n a voluntary conveyance, the grantee of a
Unit shall be jointly and severally liable with the grantor for all unpaid Assessments against the
latter up to the time of the grantor's conveyance, without prejudice to the grantee's right to
recover from the grantor the amounts paid by the grantee therefore. Suit to recover a personal
Judgment for any delinquent Assessment shall be maintainable in any court of competent
Jurisdiction without foreclosing or waiving the lien securing such sums.

11.14, Late Charges. The Association may from time to time establish reasonable late
charges and a rate of interest to be charged on all subsequent delinquent Assessments or
installments thereof. In the absence of another established nonusurious rate, delinquent
Assessments shall bear interest from the date of delinquency at the maximum rate permirted
under RCW 19.52.020 on the date on which the Assessments became delinquent.

11,15, Attorney’s Fees. The prevailing party shall be entitled to recover any costs and
reasonable attorneys' fees incurred i connection with the collection of delinquent Assessments,
whether or not such collection activities result in suit being commenced or prosecuted to
judgment. In addition, the prevailing party shall be entitled to recover costs and reasonable
attorneys' fees if it prevails on appeal and in the enforcement of a judgment.
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11.16. Assessment Certificate. The Association, 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, and every Unit Owner, unless and to the extent known by the recipient
to be false.

11.17. Acceleration of Assessments. In the event any monthly Assessment or special
charge attributable to a particular Unit remains delinquent for more than sixty (60) days. the
Board may, upon fifteen (15) days' written notice to the Owner of such Unit, accelerate and
demand immediate payment of all, or such portion as the Board determines, of the monthly
Assessments and special charges which the Board reasonably determines will become due
during the next succeeding rwelve (12) months with respect to such Unit.

11.18. Delinquent Assessment Deposit; Working Capital
11.18.1. Delinquent Assessment Deposit.

{a) A Unit Owner may be required by the Board or by the Manager, from time to time,
to make and maintain a deposit not less than one (1) month nor in excess of three (3) months
estimated monthly Assessment and charges. which may be collected as are cther Assessments
and charges. Such deposit shall be held in a separate fund, be credited to the Unit owned by
such Owner, and be for the purpose of establishing a reserve for delinquent Assessments.

{b} Resert may be had thereto at any time when such owner is ten (10) days or more
delinquent in paying his monthly or other Assessments and charges. Said deposits shall not be
considered as advance payments of regular Assessments. In the event the Board should draw
upon said deposit as a result of a Untt Owner's delinquency in payment of any Assessments,
said Owner shall continue to be responsible for the immediate and full payment of said
delinquent Assessment (and all penalties and costs thereon) and thus the full restoration of said
deposit. and the Board shall continue to have all of the rights and remedies for enforeing such
Assessment payment and deposit restoration as provided by this Declaration and by [aw.

(c) Upon the sale of a Unit, the seller/Owner thereof shall not be entitled to a refund
from the Association of any deposit or reserve account made or maintained with respect to such
Unit pursuant to this or any other Section of this Declaration; rather, any such deposit or reserve
account shall continue to be held by the Association for the credit of such Unit, and the Unit
Purchaser shall succeed to the benefit thereof, and the Unit seller shall be responsible for
obtaining from the Purchaser appropriate compensation therefore.

11.18.2. Working Capital Contribution. The first Purchaser of any Unit shall pay to
the Association. in addition o other amounts due, an amount equal to two {2) months of
monthly Assessments as a contribution o the Association's working capital. Such working
capital contributions shall not be used to defray Declarant's expenses in completing the con-
struction of the Condominium, to pay Declarant's contributions to Association reserves or to
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make up any deficits in the budget of the Association. Upon the electicn of the first Board by
Unit Owners other than Declarant, Declarant shall pay to the Association as a working capital
contribution an amount equal to two (2) months of monthly Assessments for each of the Units
then owned by Declarant. When a Unit owned by Declarant is sold, Declarant may apply funds
collected at clesing from the Purchaser to reimburse itself for funds paid to the Association for
such contribution with respect to that Unit.

SECTION 12 - INSURANCE.

12.1 General Requirements. Commencing not later than the time of the first conveyance
of a Unit to a Person other than the Declarant, the Association shall maintain, to the extent
reasonably available, a policy or policies and bonds necessary to provide (a) property insurance,
(b} commercial general liability insurance, (¢) fidelity insurance. (d) worker’s compensation
insurance to the extent required by applicable laws, (e) directors and officers liability insurance,
and (f) such other insurance as the Board deems advisable. The Board shall review at least
annually the adequacy of the Association’s insurance coverage. All insurance shall be obtained
from insurance carrters that are generally acceptable for similar projects. authorized to do
business in the State of Washington, and meet the specific requirements of FNMA, FHLMC,
FHA and VA. so long as any of them is a Mortgagee or Owner of a Unit, regarding the
qualifications of insurance carriers. Notwithstanding any other provision herein, the
Association shall continuously maintain in effect property. liability and fidelity insurance that
meets the insurance requirements for Condominium projects established by FNMA. FHLMC,
FHA and VA. so long as any of them 1s a Mortgagee or Owner of a Unit. except to the extent
such coverage 1s not available or has been waived in writing by them. All such insurance
policies shall provide that coverage mayv not be cancelled or substantially modified (including
cancellation for nonpayment of premium) without at least 30 days” prior written notice (10 days
tor cancellation for nonpayment of premium) to any and all insureds named therein, including
Owners. Montgagees. and designated servicers of Mortgagees.

12.2. Property Insurance. The property insurance shall. at a minimum. provide special
cause of loss coverage in an amount equal to the full replacement cost of the Common Elements,
the Limited Common Elements. the Units, personal property of the Association, and
betterments and improvements including permanently-installed wall and floor coverings,
equipment, fixtures (such as cabinets) and appliances, and replacements or upgrades of the
same, in or the Units, whether installed by the Declarant. Owners. or their tenants, with an
“Agreed Amount” or equivalent endorsement. Each Owner shall promptly inform the Board in
writing of any betterment or improvement intended as a permanent part of its Unit which cost
in excess of $5,000. In addition, any fixtures, equipment or other property within the Units
which are to be financed by a mortgage to be purchased by FNMA, FHLMC, FHA or VA
(regardless of whether or not such property is part of the Common Elements) must be covered
by such policy. The Association’s policy must provide for the recognition of any insurance trust
agreement. The policy shall provide a separate loss payable endorsement in favor of the
Mortgagee of each Unit. The Association or insurance trustee, if any, shall hold insurance
proceeds in trust for the Owners and their Mortgagees, as their interests may appear. Each
Owner and the Owner’s Mortgagee, if any, shall be beneficiaries of the policy in accordance
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with the Allocated Interest allocated to the Owner’s Unit. Certificates of insurance shall be
issued to each Owner and Mortgagee upon request. The name of the insured under such policy
must be substantially as follows: “HILLCREST CONDOMINIUM OWNERS ASSOCIATION
" for the use and benefit of the individual owners.” The policy may also be issued in the name
of an insurance trustee who has entered into an Insurance trust agreement pursuant to Section
12.8 below, or any successor trustee, as insured, for the use and benefit of the Owners. A loss
payable shall be in favor of the Association or such insurance trustee, as a trustee, for each
Owner and each Mortgagee of a Unit. The Association or such trustee shall hold any proceeds
of insurance in trust for Owners and mortgagees of a Unit, as their interests may appear. Each
Owner and each Mortgagee of a Unit, if any, shall be beneficiaries of the policy in accordance
with their Allocated Interests. Such policy shall contain by standard mortgagee clause or
equivalent endorsement (without contribution), which is commonly accepted by private
institutional mortgage investors in County where the Condominium is located, which
appropriately names FNMA, FHLMC. FHA. or VA, so long as any of them are Mortgagees or
Owners of Units.

12.3. Commercial General Liability Insurance. The liability insurance policy shall insure
the Board, Association, OQwners, Declarant. and Manager. The policy will cover ail of the
Common Elements in the Condomintum with a “Severability of Interest Endorsement™ or
equivalent coverage which would preclude the insurer from denying the claim of an owner
because of the negligent acts of the Association or of another Owner. and shall cover liability
of the insureds for property damage and bodily injury and death of persons arising out of the
operation. maintenance. and use of the Common Elements. host liquor liability. emplovers’
liability mnsurance. automobile hability msurance. and such other risks as are customarily
covered with respect to Condominium proiects of similar construction. location and use. The
liability policy shall also cover any commercial space owned and ieased by the Association.
and any public ways of the Condominium. Coverage shall also include legal liability arising
out of lawsuits related to employment contracts of the Association. The limits of liabtlity shall
be in amounts wenerally required by Mortgagees for projects of similar construction. location
and use but shall be at least $1.000,000 combined single limit for bodily injury and property
damage per occurrence and $2,000,000 general aggregate.

12.4. Fidelity Insurance. The required fidehty insurance shall afford coverage to protect
against dishonest acts on the part of officers, directors, trustees, employees or the Association
and Manager and all other persons who handle or are responsible for handling funds of or
administered by, the Association. All such fidelity insurance shall name the Association as
obligee and shall not be less than the estimated maximum of funds, including reserve funds, in
custody of the Association at any time during the term of each policy, but, in no event. shall the
aggregate amount of insurance be less than three months ageregate Assessments including
reserve funds. The policy shall contain waivers of any defense based upon the exclusion of the
persons who serve without compensation from anyv definition of “employee’ or similar
expression.

12.5. Other Insurance. The Board of Directors may obtain other insurance it deems
advisable.
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12.6. Flood Insurance. The Association shall obtain floed insurance if the Condominium
is located within an area which has been officially identified by the Secretary of Housing and
Urban Development as having special flood hazards and for which flood insurance has been
made available under the under the National Flood Insurance Program (“NFIP”). Such
msurance shall be obtained by the Asscciation, as a common expense, under a “master” or
“blanket” policy of flood insurance on the buildings and any other property covered by the
required form of policy (herein “insurable property™). in an amount deemed appropriate by the
Association, but not less than the following:

The lesser of: (a) the maximum coverage available under the NFIP for all buildings and
other insurable property within the Condominium to the extent that such buildings and other
insurable property are within an area having special flood hazards: or (b) 100% of current
replacement costs of all such buildings and other insurable property within such area.

Such policy shall be in a form, which meets the criteria set forth in the most recent
guidelines on the subject issued by the Federal Insurance Administrator.

12.7. Owner's Additional Insurance. Each Owners shall obtain additional property and
liabality insurance as is typically maintained by the Owners of similar homes at his own expense
which is known generally as an “HOG6 policy™. Provided. however. no Owner shall maintain
msurance coverage in any manner which would decrease the amount which the Board of
Directors. or any trustee for the Board of Directors. on behalf of all of the Owners. will realize
under any insurance policy which the Board of Directors may have in force on the
Condominium at any particular time. Each Owner shall file with the Board of Directors a
Centificate of Insurance evidencing the coverage required by this Section within thirty ¢30) davs
after purchase of such insurance, and the Board of Directors shall immediately review 11s effect
with its insurance broker. agent or carrier.

12.8. Insurance Proceeds. Insurance proceeds for damage or destruction 1o any part of the
property shall be paid to the Board of Directors on behalf of the Association which shall hold
such proceeds in trust for each Owner and their first Mortgage holders, as their interests may
appear, and shall segregate such proceeds from other funds of the Asscciation for use and
payment as provided for this Declaration. The Association acting through its Board of Directors
shall have the authority to settle and compromise any claim under insurance obtained by the
Association, and the insurer may accept a release and discharge of liability made by the Board
of Directors on behalf of the named insureds under the policy. No insurance proceeds may be
paid directly to any mortgagee. Notwithstanding the foregoing provisions and requirements
relating to property or liability insurance, there may be named as insured, on behalf of the
Association, the Association's authorized representative, including the Board or other trustee
with whom such Association may enter into any Insurance Trust Agreement or any successor
to such trustee (each of whom shall be referred to herein as the "Insurance Trustee”). who shall
have exclusive authority to negotiate losses under any policy providing such property or
liability insurance.
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12.9. Additional Provisions. The Board of Directors shall, to the extent they are reasonably
available, obtain insurance policies containing (or omitting, as indicated below) the following
provisions:

12.9.1. Contribution. A provision that the liability of the insurer thereunder is primary
and shall not be affected by, and that the insurer shall not claim any right of set-off,
counterclaim, apportionment, proration, or contribution by reason of, any other insurance
obtained by or for any Owner or any Mortgagee;

12.9.2. Matters Assaciation Cannot Control. No provision relieving the insurer from
liability for loss because of any act or neglect of Owners which is not within the scope of an
Owner’s authority to act on behalf of the Association or because of any failure of the
Association to comply with any warranty or condition regarding any portion of the property
over which the Assocration has no control;

12.9.3. Subrogation. A waiver of subrogation by the insurer for any and all claims
against the Associatton, the Owner of any Unit and/or their respective household members.
agents, employees or tenants. and any defenses based upon co-insurance or upon invalidity
arising from the acts of the insured:

12.9.4. Restoration Limited. A provision prohibiting the surer from electing to
restore damage in lieu of making a cash settlement, without first obtaining the written approval
of the Association, or, if the Association is a party to the insurance agreement. the written
approval of the trustee:

12.9.5. Cancellation. A provision that the insurer i1ssuing the policy may not modify the
amount or the extent of the coverage of the policy or cancel or refuse to renew the policy unless
the insurer has complied with all applicable provisions ot Chapter 48.18 RCW pertaining to the
cancellation or non-renewal of contracts of insurance.

12,9.6. Inflation Endorsement. An “Agreed Amount Endorsement” and, if available.
an “Inflation Guard Endorsement™, which increases coverage and policy limits to the same
extent inflation causes the value of the dollar to decrease.

12.9.7. Appointment of Attorney-in-Fact. Each Owner appoints the Association or
any insurance trustee as attorney-in-fact for the purpose of purchasing and maintaining the
insurance provided for under this Section 12, including: the collection and appropriate
disposition of the proceeds thereof: the negotiation of losses and execution of releases of
liability; the execution of all documents; and the performance of all other acts necessary to
accomplish such purpose.

SECTION 13 - DAMAGE OR DESTRUCTION: RECONSTRUCTION

13.1. Initial Board Determinations. In the event of damage or destruction to any part
of the Condominium including Buildings within a Unit, the Board shall promptly. and in all
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events within twenty (20) days after the date of damage or destruction, make the following
determinations with respect thereto employing such advice as the Board deems advisable:

13.1.1. The nature and extent of the damage or destruction, together with an inventory
of the improvements and property directly affected thereby.

13.1.2. A reasonably reliable estimate of the cost to repair and restore the damage and
destruction, which estimate shall, if reasonably practicable, be based upon two or more firm
bids cbtamed from responsible contractors.

13.1.3. The anticipated insurance proceeds, if any, to be available from insurance
covering the loss based on the amount paid or initially offered by the insurer.

13.1.4. The amount, if any, that the estimated cost of repair and restoration exceeds
the anticipated insurance proceeds therefore and the amount of assessment to each Unit if
such excess was paid as a Common Expense and specially assessed against all the Units in
proportion to their percentage of interest in the Common Elements.

13.1.5. The Board's recommendation as to whether such damage or destruction should
be repaired or restored.

13.2. Notice of Damage or Destruction. The Board shall promptly. and in all events
within thirty (30) days after the date of damage or destruction. provide each Owner. and
eligible Mortgagee with a written notice summarizing the initial Board determination made
under Section 13.1. If the Board fails ta do so within said thirty (30) days, then any Owner
or eligible Mortgagee may make the determination required under Section 13.1 and give the
notice required under this Section 13.2.

13.3. Definitions; Restoration; Emergency Work,

13,3.1. As used in this Section [3. the words "repair." "reconstruct,” "rebuild” or
"restore" shall mean restoring the improvements to substantially the same condition in which
they existed prior to the damage or destruction, with each Unit and the Comumon and Limited
Common Elements having substantially the same vertical and horizontal boundaries as
before. Modifications to conform to then applicable governmental Rules and Regulations or
available means of construction may be made.

13.3.2. Asused in this Section 13, the term "Emergency Work" shall mean that work
which the Board deems reasonably necessary to avoid further damage, destruction or
substantial dimmution in value to the improvements and to reasonably protect the Owners
from hability from the condition of the site.

13.4. Restoration by Board.

13.4.1. Unless prior to the commencement of Repair and Restoration Work (other
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than Emergency Work referred to in subsection 13.3.2) the Owners shall have decided not to
Repair and Reconstruct in accordance with the provisions of either subsection 13.5.3 or
13.6.3, the Board shall promptly Repair and Restore the damage and destruction, use the
available insurance proceeds therefore, and pay for the actual cost of repair and restoration in
excess of insurance proceeds secured as a Common Expense which shall be specially assessed
against all Units in proportion to their percentages of interest in the Common Elements.

13.4.2. The Board shall have the authority to employ architects and attorneys,
advertise for bids, let contracts to contractors and others, and to take such other action as is
reasonably necessary to effectuate the Repair and Restoration. Contracts for such repair and
restoration shall be awarded when the Board, by means of insurance proceeds and sufficient
assessments, has provision for the cost thereof. The Board may further authorize the
insurance carrier to proceed with Repair and Restoration upon satisfaction of the Board that
such work will be appropriately carried out.

13.4.3. The Board may enter into a written agreement in recordable form with any
reputable financial institution or trust or escrow company that such firm or nstitution shall
act as an insurance trustee to adjust and settle any claim for such loss in excess of Fifty
Thousand Dollars {$50,000), or for such firm or institution to collect the insurance proceeds
and carry out the provisions of this Section.

13.5. Limited Damage; Assessment Under $3,500. I[f the amount of the estimated
assessment determined under subsection 13.1.4 does not exceed Three Thousand Five
Hundred Dollars ($3,500) for any one Umit. then the provisions of this section 13.5 shall

apply:

13.5.1. The Board may, but shall not be required to, call a special Owners' meeting
1o consider such Repair and Restoration work, which notice shall be given simultaneously
with the notice required to be given by the Board under Section 13.2 above. If the Board shall
fail 1o call such meeting, then the requisite number of Owners or any eligible Mornigagee.
within fifteen (15) days of receipt of the notice given by the Board under Section 13.2 above,
or the expiration of such thirty (30) day period, whichever is less, may call such special
Owners' meeting to consider such Repair and Restoration work. Any meeting called for under
this Secticn 13.5.1 shall be convened not less than ten (10) nor more than twenty (20) days
after the date of such notice of meeting.

13.5.2. Except for Emergency Work, no Repair and Restoration work shall be
commenced until after the expiration of the notice period set forth in Section 13.5.1 and until
after the conclusion of said special meeting if such meeting is called within said requisite
period.

13.5.3. A unanimous written decision of the Unit Owners and eligible Mortgagees
will be required to avoid the provisions of subsection 13.5.1 and to determine not to Repair
and Restore the damage and destruction in accordance with the original plans, as amended by
subsequent amendments, if any; provided, that the failure of the Board, the requisite number
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of Owners or a eligible Mortgagee to call for a special meeting at the time or in the manner
set forth in Section 13.5 shall be deemed a unanimous decision to undertake such work.

13.6. Major Damage; Assessment Over $3,500. If the amount of the estimated
assessment determined under subsection 13.1.4 exceeds Three Thousand Five Hundred
Dollars ($3,500) for any one Unit, then the provisions of this Section 13.6 shall apply:

13.6,1. The Board shall promptly, and in ail events within thirty (30) days after the
date of damage or destruction, provide written notice of a special Owners' meeting to consider
Repair and Restoration of such damage or destruction, which notice shall be delivered with
the notice required to be provided under Section 13.2 above. Ifthe Board fails to do so within
said thirty (30) day period, then notwithstanding the provisions of this Declaration or the
Bylaws with respect to calling special meetings, any Owner or eligible Mortgagee may within
fifteen (15) days of the expiration of said thirty (30) day period, or receipt of the notice
required to be provided by the Board under Section 13.2 above, whichever is less, call a
special meeting of the Owners to consider Repair and Restoration of such damage or
destruction by providing written notice of such meeting to all Owners and eligible
Mongagees. Any meeting held pursuant to this Section 13.6 shall be called by written notice
and shall be convened not less than ten (10) nor more than twenty (20) days from the date of
such notice of meeting.

13.6.2. Except for Emergency Work no Repair and Restoration work shall be
commenced until the conclusion of the special Owners' meeting required under subsection
13.6.1.

13.6.3. A concurrence in writing of more than eighty percent {80%) of the eligible
Montgagees {based upon one vote for each eligible Mortgage owned). and Owners (other than
the sponsor. developer. or builder) of the individual Units; and every Owner of a Unit or
assigned Limited Common Element which will not be rebuilt. will be required to avoid the
provisions of Section 134 and to determine not to Repair and Restore the damage and
destruction: provided. however, that the fatlure to obtain said eighty percent (80%)
concurrence in writing shall be deemed a decision to Rebuild and Restore the damage and
destruction in accordance with the original plans, as amended by subsequent amendments, if
any; provided, further, that the failure of the Board, or Owners or eligible Mortgagees to
convene the special meeting required under subsection 13.6.1 within ninety (90) days after
the date of damage or destruction shall be deemed a decision to undertake such Repair and
Restoration work.

13.7. Failure to repair or replace all Units. In the event of a decision where all of the
damaged or destroyed portions of the Condominium are not repaired or replaced:

13.7.1. The Board may nevertheless expend such of the insurance proceeds and

Common Funds as the Board deems reasonably necessary to restore the damaged area to a
condition compatible with the remainder of the Condominium;
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13.7.2. The insurance proceeds attributable to Units and Limited Common Elements
that are not rebutlt shall be distributed to the Owners of those Units and the Owners of Units
to which those Limited Common Elements were allocated or to the lienholders as their
interests may appear;

13.7.3. The remainder of the proceeds shall be distributed to all Unit Owners or
lienholders as their interests may appear, in proportion to the Common Element interests of
all the Units; and

13.7.4. If Unit Owners vote to not rebuild any Unit, then that Unit's allocaied interests
are automatically reallocated upon the vote as if the Unit had been condemned under the Act
and this Declaration and the Association shall promptly prepare, execute, and record an
amendment to the Declaration reflecting the reallocations.

13.8. Termination of Condominium Status. In the event of a decision under either
subsections 13.5.3 or 13.6.3 not to Repair or Restore damage and destruction, the Board may
nevertheless expend such of the insurance proceeds and Common Funds as the Board deems
reasonably necessary for Emergency Work (which Emergency Work may include but is not
necessarily limited to removal of damaged or destroyed buildings and clearing, filling and
grading the real property). and the remaining funds and property shall thereafter be held and
distributed pursuant to the terms of RCW 64.90.290 governing the termination of
Condommiums.

13.9. Miscellaneous. The provisions of this Section 13 shall constitute the procedure by
which a determination s made by the Unit Owners to Repair, Restore. Reconstruct or Rebuild
as provided in the Act. By the act of accepuing an interest in the Property, each Unit Owner
and party claiming by. through or under such Owner hereby consents and agrees to the
provisions hereof. In the event that any provision of this Section 13 shall be determined to
be invalid or unenforceable by any court of competent jurisdiction, such determination shall
not affect the validity of any other provision of this Declaration. The purpose of this Section
13 shall be to provide a fair and equitable method of allocating the costs of Repair and
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 Section 13 shall be liberally
construed to accomplish such purpose. By unanimous vote of the Unit Owners, which vote
shall be taken within ninety (90) days after the damage or destruction, the Owners may
determine to do otherwise than provided in this Section 13.

SECTION 14 - CONDEMNATION

14.1. Condemnation. Ifa Unit is acquired by condemnation, or if part of a Unit is acquired
by condemmnation leaving the Unit Owner with a remnant of a Unit which may not practically
or lawfully be used for any purpose permitied by the Declaration, the award must compensate
the Unit Owner for the Owner's Unit and its appurtenant interest in the Common Elements.
whether or not any Common Elements are acquired. Upon acquisition, unless the decree
otherwise provides, that Unit's Allocated Interests are automatically reallocated to the
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remaining Units in proportion to the respective Allocated Interests of those Units before the
taking, and the Association shall promptly prepare, execute, and record an amendment to the
Declaration reflecting the reallocations, Any remmnant of a Unit remaining after part of a Unit
15 taken under this section 1s thereafter a Common Element.

14.2. Partial Unit Condemnation. Except as provided in Section 14.1, if part of a Unit is
acquired by condemnation, the award must compensate the Unit Owner for the reduction in
value of the Unit and its appurtenant interest in the Common Elements, whether or not any
Common Elements are acquired. Upon acquisition, unless the decree otherwise provides: (a)
That Unit's Allocated Interests are reduced in proportion to the reduction in the size of the Unit,
and (b) the portion of the Allocated Interests divested from the partially acquired Unit are
automatically reallocated to that Unit and the remaining Units in proportion to the respective
Allocated Interests of those Units before the taking, with the parmally acquired Unit
participating in the reallocation on the basis of its reduced allocated interests.

14.3. Common Element Condemnation. If part of the Common Elements is acquired by
condemnation the portion of the award attributable to the Common Elements taken shall be paid
10 the Owners based on their respective interests in the Common Elements. Any portion of the
award auributable to the acquisiion of a Limited Common Element must be equally divided
among the Owners of the Units to which that Limited Commeon Element was allocated at the
tinte of acquisition.

14.4. Recording of Judgment. The court yjudgment shall be recorded in every county in
which any portion of the Condominium is located.

14.5. Association to Represent Owners. The Association shall represent the Unit Owners
in any proceedings, negotiations, settlements or agreements regarding a condemmnation of any
part of the Condominium. and any condenmnation proceeds shall be payable 10 the Association
for the benefit of the Owners of affected Units and their Mortgagees. Should the Association
not act on the Owners' behalf in a condemnation process. the affected Owners may individually
or joinily act on their own behalf.

SECTION 15 - PROCEDURES FOR RELOCATING BOUNDARIES BETWEEN
UNITS,

15.1. Relocation of Boundaries. Any Unit Owner or Owners desiring to relocate
boundaries between them or Common Elements. shall submit to the Board a written request for
approval of the proposed plan for relocation of boundaries, which request shall be accompanied
by plans and propesed amendments to the Declaration, Condominium Map to accomplish the
same,

15.2. Approval of Proposed Plan. Within 30 days after a complete written request is
submitted to the Board the Board shall approve or deny the request. Approval shall require
unanimous consent of the entire Board. The Board may in its discretion (but it shall not be
required to) require that reasonable conditions for the protection of other Units or Common
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Elements be included in any contracts for the work. Approval shall also be conditioned upon
the requesting Unit Owner agreeing to pay all the costs involved in amendment of the plans and
Declaration,

15.3. Quality of Work. No request shall be approved unless any modifications required
by the request: (a) do not affect the structural integrity of the building; (b) do not impair the use
of Common Elements, (¢) do not adversely affect the outside appearance of the structure, (d)
comply with all state and local building and land use ordinances.

154, Amendment of Declaration, Condominium Map to Show Subdividing or
Relocation. The changes in the Condominium Map, if any, and the changes in the plans and
Declaration, shall be placed of record as amendments to the appropnate documents before the
relocation shall be deemed complete. The Association and the affected Unit Owners must sign
these amendments. The amendment at a minimum must contain: the identity of the Units
involved, a statement of the relocation of allocated interests, signatures of Unit Owners of all
affected Units, contain words of convevance between them. and be recorded in the name of the
grantor and the grantee.

15.5. Relocation of Boundaries Affecting a Unit. No relocation of boundaries that
modifies any Unit or tts Limited Common Elements. or immediately and substantially affects
any Unit or its Limited Common Elements. may be completed without the consent of the Unit
Owner and any morntgagee of the Unit.

SECTION 16 - MORTGAGEE PROTECTION

16.1. Change in Manager. [n the event that professional management 1s employed by the
Association, at least thirry (30) day nouce of any contemplated change in the professional
manager shall be given to any Ehigible Morntgagee. The Association shall not elect to terminate
professional management and assume self-management without the prior vote or written
approval of sixty-seven (67°¢) percent Unit Owners and fifty-one percent (31%) of all Eligible
Mortgagees: provided that such prior consent shall not be required to change from one
professional manager to another professional manager.

16.2. Abandonment of Condomininm Status. Except when acting pursuant to the
provisions of the Act involving damage, destruction, or condemnation, the Association shall
not, withour prior written approval of fifty-one percent (51%) of all Eligible Mortgagees and
written approval of eighty percent (80%) Unit Owners, seek by act or omission to, abandon or
ternunate the Condominium status of the project; or abandon, encumber, sell or transfer any of
the Comumon Elements.

16.3. Partitions and Subdivision. The Association shall not abandon. partition. subdivide,
encumber or sell any Common Elements. or accept any proposal so to do. without the prior
written approval of fifty-one percent (51%) of all Eligible Mortgagees and vote or written
approval of eighty percent (80%c) percent Unit Owners,
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16.4. Change in Percentages. The Association shall not make any Material Amendment
(as defined in Section 18.7) 10 this Declaration or Bylaws (including changes in the percentages
of interest in the Common Elements) without the prior written approval of fifty-one percent
(51%) of all Eligible Mortgagees and vote or written approval of ninety percent (90%) percent
Unit Owners, and without unanimous approval of the Eligible Mortgagee(s) and Owner{s) of
the Unit(s) for which the percentage(s) would be changed.

16.5. Copies of Notices. A Mortgagee of a Unit (and any insurer or guarantor of such
Mortgage) shall be entitled to receive timely written notice: (a) that the Owner/Mortgagor of
the Unit has for more than sixty (60) days failed 1o meet any obligation under the Condominium
documents; (b) of all meetings of the Association and be permitted to designate a representative
to attend all such meetings; (¢) of any condemnation loss or casualty loss affecting a material
portion of the Property or the Unit on which it holds a Mortgage; (d) of any lapse. cancellation
or material modification of insurance policies or fidelity bonds maintained by the Association:
and (e) of any proposed action that requires the consent of a specified percentage of
Mortgagees. To be entitled to receive notices under this Section 16.5, the Mortgagee {or
Mortgage insurer or guarantor) must send a written request to the Association stating both its
name and address and the Unit number or address of the Unit on which it has (or insures or
guaranties}) the Mortgage.

16.6. Effect of Declaration Amendments. No amendment of this Declarauon shall be
effective 1o modify change, limit or alter the rights expressly conferred upon Mortgagees in this
instrument with respect to any unsatisfied Mongage duly recorded unless the amendment shall
be consented to in writing by the holder of such Morntgage. Any provision of this Declaration
conferring rights upon Mort-zagees that 1s inconsistent with any other provision of said
Declaration or the Bylaws shall control over such other inconsistent provisions.

16.7. Insurance
16.7.1. Board Duties. With respect to a first Mortgagee of a Unit. the Board shall:

(a) Cause any insurance carrier to include in the insurance policy a standard mortgage
clause, naming any mortgagee wlo makes written request to the Board to be so named;

{b) Furnish any such Mortgagee with a copy of any insurance policy or evidence thereof
that is intended to cover the Unit on which such Mortgagee has a lien;

{c) Require any insurance carrier to give the Board and any and all insured (including
such Mortgagees) at least thirty (30) days written notice before canceling. reducing the coverage
or limits, or otherwise substantially modifying any insurance with respect to the Property on
which the Mortgagee has a lien (including cancellation for a premium non-pavment);

{d) Not make any settlement of any insurance claims for loss or damage o any such
Unit, Common or Limited Common Element exceeding Five Thousand Dollars ($5.000)
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without the approval of such Mortgagee; provided, that the withholding of such approval shall
not be unreasonable or in conflict with the provisions of Section 12;

(e) Give such Mortgagee written notice of any loss or taking affecting Common
Elements, if such loss or taking exceeds Ten Thousand Dollars ($10,000):

(D) Give such Mortgagee written notice of any loss, damage or taking affecting any Unit
or Limited Common Elements in which it has an interest, if such loss, damage or taking exceeds
One Thousand Dollars ($1,000):

16.7.2. Additional Policy Provisions. In addition, the insurance policy acquired shall:

(a) Provide that any reference to a Mortgagee in such policy shall mean and include any
holders of Mortgages of any Unit or Unit lease, in their respective order and preference, whether
or not naned therein;

(b) Provide that such insurance as to the interest of anyv Mortgagee shall not be
invalidated by any act or neglect of the Board or Unit Owners or anv persons claiming under
any of them:

(c) Waive any provision invalidating such Mortgage clause by reason of: the failure of
any Mortgagee to notify the insurer of any hazardous use or vacancy; any requirement that the
Mortgagee pay any premium thereon; and any contribution clause.

16.8. Inspection of Books. Declarant (and Declarant’s agents). Owners. Mortgagees.
insurers and guarantors of any Mortgage on any Unit shall be entitled: to inspect and copy at
all reasonable hours of weekdays (or under other reasonable circumstances) all of the Books
and Records of the Association, within a reasonable time followng request: and. upon written
request of any holder, insurer or guarantor of a first Mortgage. The Association may charge a
reasonable fee for supervising the inspection and or providing copies of the Books and Records

SECTION 17 - EASEMENTS - ENTRY FOR REPAIRS
This Declaration establishes the following easements:

17.1. In General. In addition to the rights and easements reserved or provided for under
The Act (which shall be accorded whether this Declaration is recognized under The Act or as
real covenants or equitable servitudes) each Unit has an easement for ingress and epress to its
original entries through the Common Elements, and is granted easements as required through
Common Elements and other Units for: Location of all pipes, wiring and plumbing and for all
structural or service elements necessary or convenient for the accupation of the Unit for its
intended use. All such easements shali be located as such feattres are located in the buildings
as built, or as they may become located due to settling, repair, or reconstruction. The easements
extend to reasonable access for purposes of repair. replacement or maintenance so long as the
areas where they are located are restored after completion of such work. The easements here
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created are intended for implementing and maintaining the original plans as effected in the
building as built, but not to authorize features not contemplated in the original plaus unless such
new features are authorized by Board action and do not materially and adversely affect the
Common Elements or any Unit.

17.2. Right of Entry for Maintenance, Repairs, Emergencies or Improvements. The
Association shall have the right to have access to each Unit from time to time as may reasonably
be necessary for maintenance, repair, or replacement or improvement of any of the Common
Elements accessible therefrom, or for making repairs necessary to prevent damage to the
Common Elements or to other Units, or for any emergency situations.

17.3. Declarant Functions. There is hereby reserved to the Declarant (and its duly
authorized agents, employees, contractors and representatives), such easements and rights of
access over, across, under or into the Condominium (and any part thereof) as are necessary, for
repairs, maintenance or replacement and/or to perform the rights, duties and obligations of the
Declarant as are set forth, provided for or authorized tn: this Declaration. Condominium Map ;
Articles, Bylaws. or Association Rules: building or other govemmental permits or approvals;
and Purchase and Sale Agreement between Declarant and a Unit Purchaser; any express or
implied warranty under which Declarant is obligated; or otherwise authorized or required by
law.

17.4. Encroachments. Each Unitand all Common and Limited Common Element is hereby
declared to have an easement over all adjoining Units and Common and Limited Common
Element. for the purpose of accommodating any encroachment due to engineering errors. or
errors in onginal construction. reconstruction, repair of any portion of the Building. or any other
similar cause, and any encroachment due to building overhang or projection. There shall be
valid easements for the maintenance of said encroachments so long as thev shall exist. and the
richts and obligations of Owners shall not be altered in any way by said encroachment;
provided, however. that in no event shall a valid easement for encroachiment be created in favor
of an Owner or Owners if said encroachment occurred due to the willtul act or acts with full
knowledge of said Owner or Owners, In the event a Unit or Common or Limited Common
Element is partially or totally destroyed, and then repaired or rebuilt. the Owners agree that
minor encroachments over adjoining Units and Common and Limited Common Elements shall
be permitted, and that there shall be valid easements for the maintenance of said encroachments
so long as they shall exist. The foregoing encroachments shall not be construed to be
encumbrances affecting the marketability of title to any Unit. The provisions of this Section
are intended to supplement RCW 64.90.270 and, in the event of any conflict, the provisions of
RCW 64.90.270 shall control.

17.5. Grant of Easement for Utilities. Declarant declares ihat electrical power wires,
natural gas pipelines. cable wires, water pipelines and plumbing pipelines which provide
services to the Units on the Real Property were installed within the Duplex at locations which
are not clearly identified on any map or plan. Such wires. pipes and lmes were installed between
the floor or ceiling joists. in the crawlspace and/or in the Party Wall in accordance with and in
observation of butlding code requirements but without regard to boundaries of ownership. The
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service connection and meters for Units in a Duplex will be installed on the exterior wall of one
of the Units and each Unit Owner has an easement thereto.

Declarant grants an easement for utility purposes over and across each Umt where each
such wire, pipe and/or Ime currently lies in favor of the Units served by such wires, pipes and/or
lines. In the event any repair or replacement of any such wire, line or pipe is required by any
Unit Owner and such repair or replacement requires entry into another Unit Owner’s or Unit
Owner's Unit, the “Consenting Unit Owner” (i.e., the Owner of the Unit which will be entered)
agrees to grant reasonable rights of entry for such purposes and further grants such other Unit
Owner the right to make such repairs or replacements from within such Consenting Unit
Owner’s Unit, on condition that the Unit Owner(s) in need of such entry and such work pays
the cost of such work and restores the Consenting Unit Owner’s Unit to the same condition it
was before such entry and work therein. This provision is intended 1o be interpreted in favor
of the Consenting Unit Owner who must grant entry for such purposes and shall be liberally
interpreted to ensure that a Consenting Unit Owner is not damaged by such work.

Declarant grants an easement for water. drainage pipes and related equipment which form
a part of the drainage and retention system which services the property. electric power. cable.
natural gas, telephone, over, under and across the Units in the Condominium, as constructed. m
favor of the owners of the Units in the Condominium. The intent of this easement is to allow
the suppliers of such utility services (and the Owners™ Association with respect to the drainage
and retention system) a reasonable right to access and right to make necessanv repairs and
replacement of component pans of the utility service systems. The Owners of the Unit(s) that
benefit from any work in such utility easement area shall bear the cost of such repair and
replacement and are obligated to restore the around surface or the side of the structure to the
same condition it was prior to such utility repair or replacement.

The Board, on behalf of the Association and all members thereof. shall have the authority
to grant utility, road and similar easements, licenses and permits under. through or over the
Common Elements, the roadways and the areas shown as easements on the Condominium Map
. which easements the Board determines are reasonably necessary to the ongoing development
and operation of the property and which would not materially interfere with the use and
enjoyment of the easements.

17.6. Maintenance of Easement Areas. Each Unit shall share equally in the costs of repair
and maintenance of all easement areas on the Real Property. The Association shall determine
the time and manner of repair and maintenance of the easement areas, the time and manner of
payment therefore by the Unit Owners and all other matters relating to the repair and
maintenance of said easements.

17.7. Easement for Exterior Wall Maintenance. Each Unit Owner may on occasion need
access to the yard of an adjacent Unit in order t¢ paint their exterior walls or work on the roof
or siding. The Owners of each Unit shall have the right to have access to the other Unit’s yard
from time to time as may reasonably be necessary for maintenance, repair, or replacement of
any of the structures accessible therefrom, or for making repairs necessary to prevent damage
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to the structures, or for any emergency situations. The Owner of each Unit shall provide access
upon reasonable notice to the other Unit Owner.

SECTION 18 - AMENDMENT OF DECLARATION, CONDOMINIUM MAP

18.1. In General. Except in cases of amendments that may be executed by a Declarant (in
the exercise of any Development Right), the Association (in accordance with RCW 64.90.030;
RCW 64.90.230(5); RCW 64.90.240(3); RCW 64.90.260 (6): RCW 64.90.265; or RCW
64.90.285(6), or certain Unit Owners {(in connection with RCW 64.90.240(2); RCW 64.90.265;
RCW 64.90.260 (2); or RCW 64.90.285(2), and except as limited by Section 18.6, the
Declaration. including the Condominium Map , may be amended only by vote or agreement of
Owners of Units to which at least fifty percent (50%) of the votes in the Association are
allocated: provided, that the following Sections and Articles may be amended only by vote or
agreement of Owners of Units to which one hundred percent (100%) of the votes in the
Association are allocated. and only with the consent of the Declarant (so long as any right, duty
or obligation of the Declarant continues under the Declaration or any express or implied
warmranty, agreement or law): Sections 9.2.1,9.2.2.9.6.1,9.9,9.10, 16.6, 168, 18.1. 18.2. 18.6
18.7,19.5.2, 19.5.3. Section 20 and 21.

18.2. Challenge to Validity. No action to challenge the validity of an amendment adopted
by the Association pursuant to this Section may be brought more than one year after the
amendment is recorded.

18.3. Recording. Every amendment to the Declaration must be recorded in every county
in which any pertion of the Condominium is lecated 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. All amendments adding Units shall contain a cross-reference by recording number to
the Condominium Map relating to the added Units and set forth all information required by
RCW 64.90.245,

18.4. General Limitations. Except to the extent expressly permitied or required by other
provistons of the Act. no amendment may create or increase Special Declarant Rights, increase
the number of Units, change the boundaries of any Unit, the Allocated Interests of a Unit. or
the uses to which any Umit is restricted, in the absence of the vote or agreement of the Qwner
of each Unit particularly affected and the Owners of Units to which at least ninety percent of
the votes in the Association are allocated other than the Declarant.

18.5. Execution. Amendments te the Declaration required by the Act to be recorded by the
Association shall be prepared. executed, recorded. and centified on behalf of the Association by
anv officer of the Association designated for that purpose or. i the absence of designation. by
the president of the Association.

18.6. Special Declarant/Development Rights. No amendment may restrict, eliminate, or
otherwise modify any Special Declarant or Development Right, or any other right, power.
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benefit provided in the Declaration to Declarant (nor otherwise hinder the business activities or
expectations of, or benefits provided hereunder to, the Declarant) without the consent of the
Declarant and any Mortgagee of record (excluding Mortgagees of Units owned by persons other
than the Declarant) with a security interest in the Special Declarant or Development Right or in
any real property subject thereto.

18.7. Material Amendments. Any amendment to a provision of this Declaration
establishing, providing for, governing or regulating the following (all of which shall be deemed
"Material Amendments") shall require the consent of one hundred percent (100%) of the
Eligible Mortgagees: voting rights; Assessments, Assessment liens, or the priority of
Assessment liens: reserves for maintenance, repair, and replacement of Common Elements;
responsibility for maintenance and repairs; reallocation of interests in the Common or Limited
Common Elements. or rights to their use: redefinition of any Unit boundaries: convertibility of
Units into Common Elements or vice versa; expansion or contraction of the Condominium, or
the addition. annexation. or withdrawal of property to or from the Condominium; insurance or
fidelity bond: imposition of any restrictions on a Unit Owner's right to sell or transfer his or her
Umit: a decision by the Association to establish self-management when professional
management had been required previously by the Condominium'’s documents or by an Eligible
Montgage holder. restoration or repair of the Condominium (after a hazard damage or partial
condemnation} in a manner other than that specified in the Declaration: any action to terminate
the legal status of the Condominium after substantial destruction or condemnation occurs: or
any provisions that expressly benefit Mortgage holders. insurers, or guarantors. A Mortgagee
who fails to respond within sixty (60) davs of a written request to approve an amendment shall
be deemed to have approved the request if such request was delivered by certified or registered
mail with & return receipt requested.

18.8. Condominium Map Amendment. Except as otherwise provided herein, the
Condominium Map may be amended by revised versions or revised portions thereof referred to
and described as to effect in an amendment to this Declaration adopted as provided for herein.
Copies of any such proposed amendment to the Condominium Map shall be made available for
the examination of every Owner. Such amendment to the Condominium Map shall also be
effective. once properly adopted. upon recordation in the appropriate county office in
conjunction with the Declaration amendment.

18.9 Amendments to Conform to Lender Guidelines. This Declaration is intended to
continuously comply with the requirements and guidelines of FNMA, FHLMC, FHA and VA
as the same may change from time to time. The Association, upen approval of the Board of
Directors, and the Declarant. upon the Declarant's sole signature, in each case without approval
of the Owners. may at any time file an amendment to this Declaration or the Bylaws, Rules and
Regulations, or Map to conform them to the requirements and guidelines of those lending
institutions.

18.10 Corrective Amendments by Declarant. Upon thirty-day advance notice to the

Owners. Declarant may. without a vote of the Owners or approval by the Board, unilaterally
adopt, execute, and record a corrective amendment or supplement to the this Declaration, the
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Map, or other governing documents to correct a mathematical mistake, an inconsistency, or a
scrivener's error, or clarify an ambiguity in the governing documents with respect to an
objectively verifiable fact including, without limitation, recalculating the Allocated Interests
(including votes and Common Expense Liability), within five {5) years after the recordation or
adoption of the governing document containing or creating the mistake, inconsistency, error, or
ambiguity. Any such amendment or supplement may not materially reduce what the obligations
of the Declarant would have been if the mistake, inconsistency, error, or ambiguity had not
occurred. By way of example but not limitation, Declarant's intent with regard to this
Declaration, the Map, and other governing documents is that they fully comply with all
requirements of the Act and any ordinances or codes of the Municipality or other governmental
or gquasi-governmental entity with autherity over the Community and. as a result, Declarant
shall have the authority to record an amendment under this Section to make any changes
required by the City or such other entity.

SECTION 19 - MISCELLANEOQOUS PROVISIONS

19.1. Notices. The term "Notice™ includes lerters or other communications other than legal
process. Any notices permitted or required to be delivered under the provisions of this
Declaration. the Bylaws. or The Act may be delivered either personally or by mail. If delivery
ts by mail. any such notice shall be deemed to have been delivered forty-eight (48) hours after
a copy has been deposited in the United States mail. postage prepaid for first class mail,
addressed 1o the person entitled 1o such notice at the address of such person or. in the case of
ttems sent by the Association. at the most recent address given in writing by such person to the
Association. Notice to a Unit Owner or Owners shall be sutficient if delivered or addressed to
the Unitif no other name or marling address has been given the Association Notice to be given
to the Assoctation may be given 10 the person named for service of process until the Board has
been elected. and thereafter shall be given to the president or secretary of the Association.
Acceptable proof of delivery shall include, but shall not be limited to. registered mail receipt,
or post office validated or signed receipt for certified mail. or return receipt signed by party to
whom the 1tem was sent or his agent.

19.2. Accounts. The Assoctation shall mamtain sufficient accounts tor current operations
and resenves as deemed necessary by the Treasurer. The funds of the Association shall not be
commingled with the funds of any other Association or any other person responsible for the
custody of such funds. Any reserve funds of an Association shall be kept in a segregated
account and any transactions affecting such tunds. including the issuance of checks, shall
require the signature of at least two persons who are officers or directors of the Association.

19.3. Enforcement - Remedies. Each Unit Owner shall comply strictly with the provisions
of this Declaration, the Bylaws, and Rules and Regulation. as amended from time to time.
Failure to comply shall be grounds for an action to recover sums due. or for damages, or
injunctive relief. or for any appropriate remedy. maintainable by the Board or officers of the
Association on behalf of the Unit Owners. or in a proper case, by an aggrieved Unit Owner
against the Association, or other Unit Owners. Such action must comply with Section 21 of
this Declaration. Failure to comply shall also entitle the Association to collect reasonable
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attorney's fees incurred by reason of such failure, irrespective of whether any suit or other
judicial proceeding is commenced, and if suit is brought because of such failure, all costs of
suit may be recovered in addition to reasonable attorney's fees by the prevailing party. No right
or remedy provided or reserved by this Declaration is exclusive of any cther right or remedy,
and in addition to the foregoing, the Association shall have such rights and remedies as may be
provided in this Declaration, the Bylaws, The Act or otherwise existing at law, in equity or by
stafute.

The Declarant shall have no obligation to enforce or seek the enforcement of these
covenants. The Declarant shall have no liability for the enforcement or non-enforcement of
these covenants.

19.4. Waiver. The failure of the Association. the Board, the Association officers or agents,
or the Declarants, to require, in any one or more instances, strict performance of or compliance
with any of the terms. covenants. conditions or restrictions contained in this Declaration. the
Bylaws, or The Act, or to serve any notice or to institute any action or proceeding, shall not be
construed as a waiver or a release thereof. but the same shall continue and remain in full force
and effect: and the receipt by any of said parties of any sum paid by a Unit Owner. with or
without the knowledge of the breach of or failure to comply with any such provision. shall not
be deemed a waiver thereof: and no waiver. express or imphed, of any such provisions shall be
effective unless made n wniting pursuant to procedures specified herein, or in the Bylaws or in
The Act. or if no such procedures are spectfied. then in writing and signed by the president of
the Association pursuant to the authority contamned n a resolution of the Board, or by the
managing authority.

19.5. Limitation of Liability.

19.5.1. Liability for Utility Failure, etc. Except to the extent covered by insurance
obtained by the Board pursuant to Section 12, neither the Association nor the Board shall be
liable for: anv failure of any utility or other service 1o be obtained and paid for by the Board: or
for injury or damage to person or property caused by the elements, or resulting from electricity,
water, rain, dust or sand which may lead or flow from outside or from any parts of the buildings.
or from any of its pipes, drains, conduits, appliances, or equipment, or from any other place: or
for inconventence or discomfort resulting from any action taken to comply with any law,
ordinance or orders of a governmental authority. No diminution or abatement of Common
expense assessments shall be claimed or allowed for any such utility or service failure, or for
such injury or damage, or for such inconventence or discomfort.

19.5.2. No Personal Liability. So long as a Board member, or Association committee
member, or Association officer. or Declarants or Declarants' managing agent exercising the
powers of the Board, has acted in good faith. without willful or intentional misconduct, upon
the basis of such information as may be possessed by such person. then no such person shall be
personally liable to any Owner, or to any other party. including the Association, for any damage,
loss or prejudice suffered or claimed on account of any act, omission, error or negligence of
such person; provided, that this section shall not apply where the consequence of such act,
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omission, error or negligence are covered by insurance obtained by the Board pursuant to
Section 12.

19.5.3. Indemnification of Board Members. Each Board member or Association
committee member, or Association officer, or Declarant or Declarant's managing agent
exercising the powers of the Board, shall be indemnified by the Owners against all expenses
and liabilities, including attorney's fees, reasonably incurred by or imposed in connection with
any proceeding to which he may be a party, or in which he may become involved, by reason of
being or having held such position, or any settlement thereof, whether or not he holds such
positicn at the time such expenses or liabilities are incurred, except in such cases wherein such
person is adjudged guilty of willful misfeasance or malfeasance in the performance of his
duties; provided. that in the event of a settlement. the indemnification shall apply only when
the Board approves such settlement and reimbursement as being for the best interests of the
Association.

19.6. Interpretation.

19.6.1. Liberal Construction. The provisions of this Declaration shall be liberally
construed to effectuate its purpose of creating a plan for the development and operation of this
Condomintum including the development and completion of its phases. It is intended also that.
insofar as it affects this Declaration, Bylaws and Condominium development. the provisions of
the Act, reterenced herein under which this Declaration is operative. shall be liberallv construed
to affect the intent of this Declaration and the Bylaws insofar as reasonably possible.

19.6.2. Gender and Number. When interpreting this Declaration. or the Bylaws orany
Rules and Regulations. the singular may include the plural and the masculine may include the
fermnine. or vice versa, where the context so admits or requires.

19.6.3. Declaration Effect as Covenants or Servitudes. It is intended that the
covenants of this Declaration. together with any Condominium plans by reference ncorporated
herein or filed stmultaneously herewith. and all amendments 1o the said Declaration shall be
operative as covenants running with the land, or equitable servitudes, supplementing and
interpreting The Act. and operating independently of The Act should The Act be. in any respect,
inapplicable, to establish the common plan for the Condominium development and its operation
as indicated herein and in the Condominium Map : provided. however. that the provision of this
Declaration shall not be so applied if the property is removed from submission to The Act or
discontinued in whoele or part as a Condominium development, unless such continued
application of all or a part of the Declaration is specifically called for or reasonably implied for
all or part of the property.

19.7. Severability. The provisions hereto shall be deemed independent and severable. and
the invalidity or parnal invalidity or unenforceability of any one provision or portion hereof
shall not affect the validity or enforceability of any other provision hereof if the remaining
portions are sufficient under The Act, or as covenants running with the land. or as equitable
servitudes, to affect the common plan for division into Units for individual ownership.
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19.8. Effective Date. This Declaration shall take effect upen recording.

19.9. Reference to Condominium Map. The Condominium Map for the Condominium
development referred to herein were recorded with the proper county recording authority
simultaneously with the recording of this Declaration, as set forth on the Recording Cover Sheet
of this Declaration. The recording authority, the Declarants, or any title company or escrow
company or institutional lender is authorized to insert the correct recording data, or correct the
same, above the signatures on this document.

19.10. Transfer of Declarant’s Powers. It is understood that Declarant, at any time in the
exercise of 1ts sole discretion. may sell, assign. transfer, encumber, or otherwise convey to any
person, upon such terms and conditions as Declarant may determine, all of Declarant’s rights,
powers, privileges and authority arising hereunder by virtue of Declarant’s capacity as
Declarant (which rights, powers, privileges and authority are in addition to those arising from
Declarant’s ownership of one or more Units and include Development Rights and Special
Declarant Rights).

SECTION 20 - SPECIAL DECLARANT RIGHTS RESERVED BY DECLARANT

20.1 Special Declarant Rights (Other than Development Rights.) Declarant reserves the
Special Declarant Rights set forth in this Section 20.1 which rights shall terminate seven (7)
vears after the date of the first conveyance of any Unit to an owner other than Declarant
provided that Declarant may volumarily terminate any or all such Special Declarant Rights any
time by recording an amendment to this Declaration specifying which such Special Declarant
Rights have been terminated

20.1.1 Declarant’s Right to Complete Improvements. Declarant and its agents.
employees and contractors have the right to complete any impros ements and othenvise perform
work that is authorized by the Declaration. indicated on the Condominium Map. authorized by
building permits. provided for under anv purchase and sale agreement. necessary to satisfy any
express or implied warranty. or othenvise authorized or required by [aw. The Declarant also
has the right to make any modifications, improvements or changes to the Common Elements as
the Declarant determines are appropriate to increase the appeal of the Condominium to potential
buyers, to correct problems 1n the design or construction of the Condominium, or for the benefit
of one or more Units. In conjunction with the foregoing rights. until construction of the
Condominium is completed, the Declarant shall have the right to use any unassigned parking
spaces and any portion of any garage or parking lot for staging. storage. parking and other
construction-related purposes.

20.1.2 Declarant’s Right to Maintain Sales Facilities. The Declarant, its agents and
its employees have the right to install and maintain in any Units owned by the Declarant ard in
any of the Commeon Elements any facilities that the Declarant deems necessary or convenient
to the construction, marketing. sale or rental of Units. These facilities may include bur are not
limited to business offices. management offices, sales offices, construction offices. storage
areas, signs, model units and parking areas for Declarant and its employees, agents and
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contractors, and prospective tenants or purchasers and their agents, The Declarant may install
and mamtain as many of such facilities as it deems necessary or convenient in such [ocations
as it deems necessary or convenient, The Declarant may relocate such facilities as it determines
is appropriate in its sole discretion. The right to install and maintain such facilities will expire
when the Declarant ceases to be a Unit Owner and has no further Development Rights in the
Condominium (including no more right to add property to, or create additional Units in, the
Condominium). The Declarant will have a reasonable time, but in no event less than 60 days
after such expiration, to remove any such facilities from the Condominium.

20,1.3 Declarant’s Right to Use Easements. The Declarant and its agents, employees
and contractors have an easement gver, across, under and through the Common Elements of the
Condominium as reasonably necessary for the purpose of completing construction, exhibiting
and preparing Units for sale, making repairs required pursuant to any contract of sale,
discharging the Declarant’s obligations, or exercising Special Declarant Rights within the
Condominium or within any real estate that may be added to the Condominium.

20.1.4 Declarant’s Right to Attend Association Meetings. The Declarant bas the
right, whether or not 1t owns any Units in the Condominium. to attend all meetings of the
Association, except dunng any executive session when Unmit Owners are excluded. The
Assccianon shall send the Declarant notices of all meetings and copies of all minutes of all
meetings at the same time that such items are sent to Unit Owners. Notices and minutes shall
be delivered to the Declarant in a Tangible Medium at the address specified or in such other
manner as the Declarant shall specify in a Record from time to time. The foregoing rights shall
terminate seven (7) years from the date this Declaration is recorded unless sooner relinquished
n writing

20.1.5 Declarant’s Right to Association Records. The Declarant has the right, whether
or not it owns any Units in the Condominium, to have access to the Books and Records of the
Association to the same extent as a Unit Owner.

20.2 Development Rights. Declarant reserves the following Development Rights.

20.2.1 Declarant’s Right to Appoint, Remove and Veto. Until the Termination Date.
the Declarant shall have the right to appoint and remove all officers and members of the Board.
Notwithstanding the foregoing, not later than 60 days after Conveyance of 25% of the Units
that may be created to Unit Owners other than the Declarant, at least one member and not less
than 25% of the members of the Board must be elected by Unit Owners other than the Declarant:
and not later than 60 days after Conveyance of 50% of the Units that may be created 1o Unit
Owners other than the Declarant, not less than one-third of the members of the Board must be
elected by Unit Owners other than the Declarant. The Declarant may at any time veluntarily
terminate its right to appoint and remove officers and members of the Board by recording an
amendment to the Declaration surrendering such right. If the Declarant does so, it may. for the
duration of the period ending on the Control Termination Date. retain the right to veto or
approve proposed actions of the Association or Board before they become effective. To
exercise this right, the Declarant must execute and record an instrument that specifies the
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proposed actions that may be vetoed cr approved by the Declarant. The foregoing rights shall
terminate on the Termination Date.

20.2.2 Declarant’s Right to Add or Withdraw Real Estate to/from the
Condominium. [Intentionally Omitted].

20.2.3 Declarant’s Right to Create Lots, Limited Common Elements and Common
Elements. The Declarant has the right to create up to 2 Units on the Real Property.

20.2.4 Declarant’s Right to Reallocate Limited Common Elements Allocated to
Unsold Lots. The Declarant has the right to reallocate any Limited Common Element allocated
to any Unit that has not been conveyed 1o a Unit Owner other than the Declarant.

20.3 Exercise of Development Rights. To exercise any Development Right reserved under
Sectton 20.2, the Declarant shall prepare. execute and record an amendment to the Declaration.
In conjunction therewith, the Declarant shail record an amendment or supplement to the
Condomintum Map if the previous Condominium Map lacks the required detail. certification
or other matters required under the Act. Nothing herein is intended to relieve Declarant from
complying with any obligation set forth in the Act pertaining 1o exercise of a Development
Right.

20.4 Different Parcels; Different Times. Any Development Right may be exercised with
respect to different parcels of real estate at different times. No assurances are made as to final
boundaries of such parcels or as to the order in which those parcels may be subject to the
exercice of each Development Rivht  Even thoueh a Development Right is exercised in any
portion of the real estate subject to that right. that right need not be exercised in all or in any
other portion of the remainder of that real estate.

20.5 Liens. Any liens that arise in connection with the Declarant’s ownership of or
construction of additional improvements shall anach only to the Declarant’s interest in any
improvements owned by the Declarant or against the Declarant’s Special Declarant Rights and
shall not adversely affect the rights of other Unit Owners or the priority of Mortgages on the
Units. All taxes and costs relating to improvements before the Units therein have been created
shall be paid by or allocated to the Declarant.

20.6 Transfer of Special Declarant Rights. The rights described in Section 20 shall not be
ransferred except by instrument evidencing the transfer executed by the Declarant or the
Declarant’s successor and the transferee and recorded n the county in which the Condominium
is located. The rights and liabilities of the parties involved in such a transfer and of all persons
who succeed to any Special Declarant Right are set out in the Act.

20.7 Liability for Damage. The Declarant is subject to liability for the prompt repair and
restoration, to a condition compatible with the remainder of the Condominium, of any portion
of the Condominium damaged by the exercise of rights reserved by the Declarant pursuant to
or created by this Declaration or the Act.
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SECTION 21 - DISPUTE RESOLUTION

21.1. Policy - Mediation. Condominium living requires that the Declarant, all Owners and
the Association (collectively referred to as "party" or "parties") cooperate in goed faith and deal
fairly in performing their duties and exercising their rights under this Declaration. If any party
to a dispute determines that the dispute cannot be resolved without intervention, then that parties
shall give notice (the “Arbitration Demand™) to all other parties to the dispute and the
Association demanding that the dispute be submitted to mediation and arbitration pursuant to
this Section. All parties to the dispute shall then participate in a nonbinding mediation for 45
days after the Arbitration Demand. The mediator shall be Dispute Reselution by Volunteers of
America in your county. If the mediation is not successful, the dispute shall be resolved by
binding arbitration conducted pursuant to Section 21.2 below. The parties confirm that by
agreeing to this alternate dispute resolution process, they intend to give up their right to have
any dispute decided in court by a judge or jury, Section 21 is the exclusive remedy to resolve
disputes berween parties of any claims related in any way to the Condominium, the construction
of the Condominium and/or warranty, statutory or common law claims.

21.2, Binding Arbitration. If binding arbitration is required to resolve a dispute, it shall
be conducted in the County the Condominium is located in, pursuant to RCW 7.04.060,
provided. that the total award by a single arbitrator (as opposed to a panel of three arbitrators)
shall not exceed 550,000, including interest, atterney's fees and costs. If any party demands a
total award greater than $50.000, there shall be three (3} neutral arbitrators, If the parties cannot
agree on the selection of the arbitrator(s) with in ten (10) days of the arbitration demand. the
arbtirator(s) shall be selected by the administrator of the American Arbitration Association
(AAA) office in Seattle from s | arge Complex Case Panel or from any eroup of arbitrator
with equivalent professional credentials as determined by the administrator. Each arbitrator
shall be an attorney with at least fifteen (15) year experience in commercial or real estate law
in the State of Washington, The arbitrator(s) shall determine whether the dispute is subject to
binding arbitration under this Section. All statues of limitations that would otherwise be
applicable shall apply to anv arbitration proceeding hereunder.

21.3. Hearing - Law - Appeal Limited. The arbitrator{s) shall take such steps as may be
necessary to hold the arbitration hearing within ninety (90} days of the Arbitration Demand,
conclude the hearing within three (3) days, issue its decision not later than fourteen (14)
calendar days after the hearing. These time limits are intended to expedite the proceeding, but
they are not jurisdictional. The arbitrator(s) may for good cause permit reasonable extensions
or delays. The arbitrator(s) shall issue a written decision stating the award for each claim
involved in the dispute. In making the decision and award, the arbitrator(s) shall apply
applicable substantive law. Absent fraud, collusion or willful misconduct by an arbitrator, the
ward shall be final and judgment on the ward may be entered in any court having jurisdiction
thereof. The arbitrator(s) may award injunctive relief or any other remedy available from a
Jjudge, order the joinder of parties, or consolidate the arbitration with any other proceeding
involving commen issues of [aw or fact or to promote judicial economy. The arbitrator(s) shall
not have the power to award punitive or exemplary damages, or atrorney’s fees and costs 10 any
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party. If the hearing is before a panel of three (3) arbitrators, the decision of any two arbitrators
shall be the decision of the panel.

21.4. Exception to Arbitration. The dispute resolution provisions shall not apply to actions
by the Association in collecting assessments arising under the Declaration against Unit Qwners.

21.5. Binding Agreement. Section 21 of this Declaration is a covenant running with the
land and binds all heirs, successors and assigns. The terms of Section 21 may not be amended
without Declarant's written consent to an Amendment that is recorded.

SECTION 22: DEPARTMENT OF VETERANS AFFAIRS FINANCING:

To the extent that anv provision set forth in the condeminium documents is inconsistent
with the requirement(s) of guaranteed or direct loan programs of the United States Department
of Veterans Aftarrs, as set forth in chapter 37 of title 38, United States Code, or part 36 of title
38. Code of Federal Regulations "DV A Fiancing™), such provision shall not apply to any Unit
thai 1~

{1) encumbered by DV'A Financing or;
(1) owned by the Secretany of A eterans Aftairs. an Officer of the United States.

Signature and Notary acknowledgemenr on following page

Declaration of Hillcrest Condominium 51



202409030040
09/03/2024 11:256 AM Page 59 of 64

WITNESS WHEREOQF, we have hereunte set our names this day

Date: 9 -3-20 2."/

Declarant: Home Development Company Inc.

S Jal<’

David E. Nolan, CEO

STATE OF WASHINGTON )
)
COUNTY OF Saphomish )

I cerufy that I know or have sausfactory evidence that David E. Nolan signed this
instrument as CEO of Home Development Company. Inc. and on oath stated that he was
authorized to execute the instrument as a CEQ of the Comporation and acknowledged it to be
the free and voluntary act of such pamy for the uses and purposes mentioned in the instrument.

Datedthis_?)_fda_v of Cglzémé,c .2024,

“\“::‘Em"m”"’

\\\"‘:c,o.--'f'-‘.':ﬁ/ Ir;,,’ Primt Name:‘ : /l/ l"OO/f- 4&»‘u L
S o' 7 Notary Public in and for The State of Washington
$ . °w . .l ’5 .y - ~ =

s/ oTARY C Z Residing in Srohom i sh

El Lew :E My Commission expires: __2- 7, 2}

2 4 pPup® U F

A\
o
', * o.\
(e
i,
II’” "

ongy g 25

7 .l-....l

% \)
1175 OF WRS
g
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Exhibit A

Lot 1, Plat of Hillcrest Landing, as Recorded on April 15, 2013, Under Auditor's File Number
201304150001, Records of Skagit County, Washington.

Situate In the County of Skagit. State of Washington.

Exhibit B
Powers, Duties and Limitation of the Association
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RCW 64.90.290

(1) An association must:

{2) Adopt organizational documents;

(b) Adopt budgets as provided in RCW 64.90.525;

(c) Impose assessments for common expenses and specially allocaied expenses on the unit owners as
provided in RCW 64,90.080 (1) and 64.90.525;

(d) Prepare financial statements as provided in RCW 64.90.530; and

(e) Deposit and maintain the funds of the association in acgounts as provided in RCW 64.90.530.

(2) Except as provided othenwise in subsection (4) of this scction and subject to the provisions of the
declaration, the association may:

(a) Amend organizational documents and adopt and amend nules;

(b) Amend budgets under RCW 64.90.525:

(c) Hire and dischurae managing agents and other employees. agents. and independent contractors:

(d) Institute. defend. or intervene in litigation or in arbitrution. mediation. or administintive proceedings
or any other legal proceeding in its own niame on behalf of iisclf or two or more unit owners on matters
affecting the common interest community;

() Make contracts and incur liabilities subject 1o subscction (4) of this section:

() Regulaie the use, mainenance. repair. replacement. and medification of common clements:

(g) Causc additional improvements 1o be made as a part of the common ¢lements;

th) Acquire. hold. encumber. and convey in its own name any right, title. or interest 10 real estate or
personal propeny. but:

(i) Common clements in a condomtnum. pla commumiy. or miscellanecous community may be
conveyved or subiecied to o security inmterest pursuant to RCW 64 90,465 only

(i) Grant casements. lcases. licenses. and concessions through or over the common clements and petition
for or consem to the vacation of streets and lleys:

(i) Imposc and collect any reasonable pavments. [ees. or clarees for:

(i) The use. remtal. or operation of the common clements. other than linrited conunon elements descnbed
in RCW 6390210 (1 xb) and (3):

(i) Services provided to unit owners; and

(iii) Moving in. moving out. or trunsferring title to units 1o the exient prov ided for in the declaration;
(k) Collect assessments and impose and collect reasonable charges for late payvment of assessments:

(1) Enforce the governing documents and. afier notice and opportunity 10 be heard. impose and collect
reasonable fines for violations of the governing documents in accordance with a previously established
schedule of fincs adopted by the board of directors and furnished to the owners:

(m) Impose and colleci reasonable charges for the preparation and recordation of amendments 10 the
declaration. resale certificates required under RCW 64.90.640, lender questionnaires, or statements of
unpaid assessnments;

(n) Provide for the indemuification of its officers and board members. to the extent provided in RCW
23B.17.030.

(0) Maintain direciors' and officers' liability insurance:

(p) Subjcet to subsection (+4) of this scction. assign its right to future income. including the right 1o receive
ASSESSINCNLS:

(q) Join in a peution for the establishment of a parking and business improvement area. participate in the
ratepayers' board or other advisory body set up by the legislative authority for operation of a parking and
business improvement area. and pay special assessments levied by the legislative authority on a parking
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and business improvement area encompassing the condominium property for activities and projects that
benefit the condominium directly or indirectly;
(r) Establish and administer a reserve account as described in RCW 64.90.535;
(s) Prepare a reserve study as described in RCW 64.90.545;
(1) Exercise any other powers conferred by the declaration or organizational documents:
(u) Exercise all other powers that may be exercised in this state by the same type of entity as the
assaciation:
(v) Exercise any other powers necessary and proper for the governance and operation of the association:
(w) Require that disputes between the association and unit owners or between two or more unit owners
regarding the conmnon interest cemmunity, other than those governed by chapter RCW 64.50, be
submitted to nonbinding alternative dispuie resolution as a prerequisite 10 comunencement of a judicial
proceeding: and
(x) Suspend any right or privilege of a unit owner who fails to pay an assessment, but may not:
(i) Deny a unit owner or other occupant access 1o the owner's unit;
(ii) Suspend a unit owner's right to vote: or
(iii) Withhold services provided to a unit or a unit owner by the associmion if the effect of
withholding the service would be to endanger the health, safety. or propenv of any person.

(3) The declaration may not limit the power of the ussociation beyond the limit authorized in subseciion

(2)w) of this section to:

(2) Deal with the declarant if the linit is more restrictive than the imit imposed on the power of the
association to deal with other persons: or

(b) Institute litigation or an arbitration. mediation. or administrative proceeding against any person,
subject 10 the following:

(i) The association must comply with chapter 64.50 RCW _ if applicable. before instituting any proceeding
described in chapier 64.50 RCW 1in connection with consiruction defects. and

(ii) The board must promptly provide notice to the unat owners of any legal proceeding n which the
association is a pany other than proccedings involving cnforecemem of rules or 1o recover unpaid
assessments or other sums duc 1he associanon.

(1) Any borrowing by an association that is to be secured by an assignment of the association's right 10 receive
future income pursuant 1o subsection {21 e and (p) of this section requires rtification by the unit owners
as provided in this subsection.

(a) The board musl provide notice of the intent to borrow 10 all unit owners. The notice must include the
purpose and maximum amount of the loan. the estimaled amount and term of uny assessments
required to repay the loan. a reasonably derailed projection of how the money will be expended. and
the interest rate and term of the loan.

(b} In the notice. the board must set a daic for a meeting of the unit ewners. which must not be less than
fourteen and no mere than sixtv days after mailing of the notice. 10 consider ratification of the
borrowing.

(c) Unless at that meeting. whether or not a quorum is present, unit owners holding 2 majority of the
votes in the association or any larger percentage specified in the declaration reject the proposal 1o
borrow funds. the association may proceed 1o borrow the funds in subsiantial accordance with the
terms contained in the notice.

(5) If a tenant of a unit owner violaies the governing documents, in addition 1o exercising any ol its powers
against the unit owner. the association may:
(a) Exercise directly against the tenant the powers described in subsection (2)(1) of this section:
{b) Afier giving notice to the tenant and the unit owner and an opportunity 1o be heard. levy reasonable
fines against the tenant and unit owner for the violation: and

N
h
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{c) Enforce any other rights against the tenant for the violation that the unit owner as the landlord could
lawfully have exercised under the lease or that the association could lawfully have exercised directly
against the unit owner, or both; but the association does not have the right to terminate a lease or evict
a tenant unless permitted by the declaration. The rights referred to in this subsection (5)(c) may be
exercised only if the tenant or unit owner fails to cure the violation within ten days after the association
notifies the tenant and unit owner of that violation.

(6) Unless a lease othenwise provides, this section does not:
(a) Affect rights that the unit owner has to enforce the lease or that the association has under other law:
or
(b) Permnit the association to enforce a lease to which it is not a party in the absence of a violation of the
governing documents.

(7) The board may determine whether 1o take enforcement action by exercising the association's power to
impose sanctions or commencing an action for a violation of the governing documents, including whether
1o compromise any claim for unpaid assessments or other clzim made by or against it.

(8) The board does not have a duty to take enforcement action if it determines that. under the Licts and
circumstunces presented:

{1) The association’s legal position does not justify taking any or funher enforcement action:

{b} The covenant. restriction, or rule being enforced is. or is likely to be construed as. inconsistenm with
law:

{c) Although a violution may exist or may have occurred. it is not so material as 10 be objectionable 10 a
reasonable person or to justify expending the association's resources; or

(d} It is not in the association's best interests 1o pursue an enforcement action.

(9 The board's decision under subsections {(7) and (8) of this section to not pursue enforcement under one

sel ol circumstances does not prevent the board fTom taking enforcement action under another set of
circumstances. but the board mayv not be arbitrary or capricious in taking enforcement action.
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Hillerest Condominium
Exhibit C 1o the Declaration

Building Address Unit Floor U'mit Deseriptions - Number of Unit Square | Allocated
Number [ Location Footlage ** Interests ***

Bathrooms Bedrooms | Fireplaces

Full | Pan. (Gas)
1781 Hillcrest Loop . " N ¥ o y
Mount Vernon, WA 98274 781 4375 30
1783 Hillcrest Loop " . N

# * 2

Mount Vernon, WA 98274 1783 4872 20
Totals 100%

* Not Applicable: Boundaries ol Units are "planes in space” as shown on the Condominium Survey Map and include all structures ad improvements
now or hereafier constructed within the Unit and thus the Units are not lacated within or on Neor levels ol o building,

** The Square Footage ol the unit is based upon the surveyor's as-built survey and is based on the perimeter boundaries of the Unit at ground level as
shown on the Condominium Survey Map. [Thix is not the square Tootage area tor horizontal boundaries) of a structure located within a Unit,|. The square
footage ligure includes the area within the easement across each Unit.

##% Allocated Interest of a Unit in Common Elements, Common Expenses and Association Votes was determined pursuant te Seetion 3,2 of the
Declaration.




