U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

sl

_ffk I % Santa Ana Field Office and Homeownership Center
- * ﬂ Iv * 5 Santa Ana Federal Building
s, Il | & 34 Civic Center Plaza, Room 7015

O opn e Santa Ana, CA 92701-4003

www.hud.gov & espanol.hud.gov

September 8, 2025

RECERTIFICATION
Secondary Financing Program

Approval Date: September 27, 2025
Expiration Date: September 27, 2027

Approved for the Following Areas/Zip Codes: See Enclosure 1.

Rachael Goldie

Executive Director

Columbia Valley Housing Association
1555 S. Methow St.

Wenatchee, WA 98801

Dear Ms. Goldie,

The Santa Ana Homeownership Center (SAHOC) is pleased to advise you that Columbia
Valley Housing Association (CVHA) has been recertified to participate in the following FHA’s
Single-Family Nonprofit Activity:

e Secondary Financing Program — Provide secondary financing assistance to homebuyers
utilizing FHA insurance on a first mortgage when that assistance is secured with a second
mortgage.

Your nonprofit approval will expire on September 27, 2027. Please submit a request
for recertification a minimum of 90 days prior to the expiration of this approval. The
recertification package must be in compliance with the requirements specified in FHA Single
Family Housing Policy Handbook 4000.1, 1.B.4.b.ix. Failure to complete the recertification
process and obtain re-approval prior to the two-year expiration of this approval letter will
result in your removal from the HUD-Approved Nonprofit Organization Roster effective
on the date of the approval expiration.

As a reminder, if there are any changes with your 501(c)(3) tax exemption, contact
information, Board of Directors, principal management, and/or staff you must notify the Santa
Ana Homeownership Center. Additionally, the nonprofit or any officer, partner, director,
principal, or employee must comply with the Ineligible Participants requirements outlined in
Handbook 4000.1, I.B.4.a.iv, at all times while it is a HUD-approved nonprofit.

If you wish to expand into geographical areas other than those for which you have been
approved, you must update the Affordable Housing Program Plan (AHPP) to include the new




geographic area and submit an updated AHPP to the jurisdictional Homeownership Center
(HOC) that issued your original approval. Upon approval of the updated AHPP, you will receive
an amended approval letter.

Secondary Financing Program

Columbia Valley Housing Association may provide secondary financing assistance in
conjunction with an FHA-insured first mortgage, provided the following guidelines are met:

1. The borrower must make the required minimum cash investment of at least 3.5
percent of the lesser of the appraised value or sales price of the property unless the
transaction is closed in accordance with Handbook 4000.1, 11.A.4.d.iii.(J)(1)(b).
This section of the handbook provides rules regarding secondary financing assistance
programs operated by nonprofits in conjunction with units of government. The
nonprofit’s secondary assistance may not be used to satisfy the borrower’s MRI.

NOTE: A Government Entity or Instrumentality of Government may provide all, or
a portion of a buyer’s required 3.5 percent down payment. Please refer to Handbook
4000.1, I1.A.4.d. ii. (C) and Handbook 4000.1, 11.A.5.c. ii. (C) for guidance.

2. The secondary financing is disclosed at the time of application. The source, amount, and
repayment terms must be disclosed in the mortgage application and the borrower must
acknowledge that he or she understands and agrees to the terms.

3. No costs associated with the secondary financing can be financed into the FHA-insured
first mortgage.

4. The secondary financing payments must be included in the total Mortgage Payment.

5. The secondary financing must not result in cash back to the Borrower except for a refund
of the earnest money deposit or other Borrower costs paid outside of closing.

6. There is no maximum CLTYV for secondary financing provided by HUD-approved
nonprofits.

7. The monthly payment under the FHA- insured mortgage and the secondary mortgage,
plus other housing expenses and all recurring charges, cannot exceed the borrower’s
ability to pay.

8. Any fees charged to the borrower for his/her involvement in your secondary financing
down payment assistance program must be reasonable and customary for the area.

9. The borrower’s household annual income may not exceed 115 percent of HUD’s
determination of area median income (AMI) when adjusted for family size.

10. The second lien may not provide a balloon payment within 10 years from the date of the
loan execution.



11. For properties owned and being sold by your agency, where the buyer will utilize an
FHA-insured first mortgage, your nonprofit may only provide closing costs or
rehabilitation assistance with your secondary lien. The borrower must make the FHA-
required 3.5 percent cash investment from his or her own funds; and

12. The enclosed Mortgage Note and Deeds of Trust can only be used with this letter of
approval for secondary financing purposes.

Please provide a copy of this letter to any lender providing FHA-insured financing in
conjunction with Columbia Valley Housing Association secondary financing program. This
approval is limited to the geographic areas listed above and the secondary financing documents
enclosed.

Secondary financing related to Columbia Valley Housing Association’s participation in
the operation of a government entity’s secondary financing program that does not require
approval in accordance with the requirements of Handbook 4000.1, 11.A.4.d.iii. (J)(1)(b) when
underwriting through TOTAL Mortgage Scorecard or Handbook 4000.1, 11.A.5.c.iii. (J)(1)(b)
is not included as a part of this approval. In instances when such secondary financing is made
and closed in the name of Columbia Valley Housing Association, it must be reviewed and
approved by HUD prior to implementation.

It is the nonprofit agency’s responsibility to be aware of guidelines and procedures
related to nonprofit participation in FHA programs and to maintain knowledge of any updates
that relate to these guidelines and procedures. Guidance and information related to FHA
Housing Notices, Mortgagee Letters, and FHA Single Family Housing Policy Handbook 4000.1
is available on the HUD website located at http://www.hud.gov. Those agencies that do not
adhere to Departmental guidelines and procedures are subject to possible suspension and/or
removal from the HUD-Approved Nonprofit Organization Roster. You can receive notification
of any new Mortgagee Letters, training and other program updates by registering at the following
website: https://www.hud.gov/program_offices/housing/sth/FHA INFO_subscribe.

We appreciate your interest in the Department’s programs and your assistance to low-to
moderate-income individuals and families in your community. If we can be of further assistance,
please contact the FHA Resource Center at (800) CALL-FHA (1-800-225-5342) or via email at
answers@hud.gov.

Sincerely,
Digitally signed by: DONALD DOAN

DONALD DN:CN = DONALD DOANC =US O =

U.S/ Government OU = Department of
Housing and Urban Development, Office

X DOAN o

Date; 2025.09.26 10:53:13 -07'00'

Donald D. Doan
Deputy Director, Santa Ana Homeownership...

Enclosures:
1) Approved Geographic Areas/Zip Codes
2) Secondary Financing Legal Instruments



Enclosure 1

Zip City County State
98801 WENATCHEE CHELAN COUNTY WA
98802 EAST WENATCHEE DOUGLAS COUNTY WA
98807 WENATCHEE CHELAN COUNTY WA
98811 ARDENVOIR CHELAN COUNTY WA
98813 BRIDGEPORT DOUGLAS COUNTY WA
98815 CASHMERE CHELAN COUNTY WA
98816 CHELAN CHELAN COUNTY WA
98817 CHELAN FALLS CHELAN COUNTY WA
98821 DRYDEN CHELAN COUNTY WA
98822 ENTIAT CHELAN COUNTY WA
98826 LEAVENWORTH CHELAN COUNTY WA
98828 MALAGA CHELAN COUNTY WA
98830 MANSFIELD DOUGLAS COUNTY WA
98831 MANSON CHELAN COUNTY WA
98836 MONITOR CHELAN COUNTY WA
98843 ORONDO DOUGLAS COUNTY WA
98845 PALISADES DOUGLAS COUNTY WA
98847 PESHASTIN CHELAN COUNTY WA
98850 ROCK ISLAND DOUGLAS COUNTY WA
98852 STEHEKIN CHELAN COUNTY WA
98858 WATERVILLE DOUGLAS COUNTY WA




Enclosure 2

COLUMBIA VALLEY HOUSING ASSOCIATION
1555 S. Methow St.
Wenatchee, WA 98801

Approval Date: September 27, 2025
Expiration Date: September 27, 2027

Secondary Financing Legal Instruments

(1) Columbia Valley Housing Association
i. Promissory Note (Housing Trust Fund Down Payment Assistance)
ii. Second Deed of Trust (Department of Commerce Housing Trust Fund DPA)
iii. Second Deed of Trust (Down Payment Assistance Loan — Recycled Funds)



PROMISSORY NOTE
(Housing Trust Fund Down Payment Assistance)

DATE: , 20 Wenatchee, Washington
(Property Address) (City) (State) (Zip Code)
1. BORROWER'’S PROMISE TO PAY

FOR VALUE RECEIVED, the undersigned Borrower promises to pay to Columbia Valley Housing
Association (hereinafter to be known as “CVHA” or “Lender”) the principal sum of
Thousand and /100 Dollars (S ), together with accrued interest. | understand that
the Lender may transfer this Note. The Lender or anyone who take this Note by transfer and
who is entitled to receive payments under this Note will be called the “Note Holder.”

2. INTEREST

Interest shall accrue to the balance owing on this Note at the yearly rate of three percent (3%)
simple interest beginning on the date first mentioned above, including the period of deferral,
until the full amount has been paid.

3. DEFERRAL OF REPAYMENT AND FORGIVENESS

Borrower shall be eligible for deferral of repayment of principal and interest due under this
Note until five (5) years from the date of this Note. At that time the Borrower’s’ eligibility for
deferral shall be reviewed, and if the Borrower remains eligible, review will occur every five (5)
years thereafter until this Note has been satisfied in full or forgiven. The Lender may require
the Borrower to begin repayment upon written notice to Borrower, if the Borrower’s income
increases sufficiently to allow Borrower to make monthly payments of at least $25 per month.
Borrower’s repayment ability shall be reviewed according to the United States Department of
Housing and Urban Development’s FHA rules and regulations.

Borrower agrees, upon Lender’s request, to allow and assist Lender’s review of Borrower’s
eligibility for continued deferral of payments, and to furnish Lender with evidence as requested
of Borrower’s household income for the current and previous years, and evidence as requested
of Borrower’s other credit obligations.

Any remaining principal and interest remaining shall be due and payable on the date on which
the Borrower’s Primary Loan is paid in full. The Primary Loan is the first mortgage loan secured
by the first deed of trust on the property made on the same date first mentioned above.

Notwithstanding any deferral of monthly payments the balance owing on this Note shall be due
and payable in full on or before , 2050, which date is twenty-five
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(25) years from the date first above written, except in the event repayment is continuously
deferred for a period of twenty-five (25) years, in which case this Note shall be wholly forgiven,
or upon sale or transfer, whether by assignment, gift, bequest, or other device, of the real
estate (“the Property”) described in the Deed of Trust hereinafter mentioned, whichever occurs
earlier, unless sooner repaid or assumption of this loan is made by an eligible purchaser and
said assignment has been approved in writing by the Lender at its sole discretion.

In the event Borrower shall remain eligible for deferral of repayment of principal and interest
for twenty-five (25) years from the date first above written this Note shall be wholly forgiven.

4, REPAYMENT

Borrower will begin repaying the amount of this Note in monthly installments, including
interest on the decreasing balance at the yearly rate of three percent (3%) simple interest
beginning on the first day of the month following determination of the Borrower’s ineligibility
for continued deferral of payments and interest. The monthly principal and interest payment
shall be at least $25, the actual amount to be determined by the repayment ability review
described in Paragraph 3 above. The first payment is due on the first day of the succeeding
month, and thereafter payments will be due on or before the first day of each month until the
balance of interest and principal are paid in full. Payments will be applied first to interest and
the balance to the principal.

Regardless of Borrower’s income, deferral of repayment of the sums due under this Note shall
end and the remaining principal and interest shall be due in full when the Borrower has fully
amortized and discharged the obligation of a first mortgage/deed of trust granted to ,
securing a Promissory Note in the amount of S

This Note may be due in full if the Property encumbered by the Deed of Trust securing this Note
is sold, or if another default occurs under the Deed of Trust.

Payments due under this Note shall be made in lawful U.S. funds. As soon as Borrower begins
repayment, a collection account shall be established at Cashmere Valley Bank with service
charges to be paid by Borrower. Checks shall be made payable at Cashmere Valley Bank in the
name of CVHA, or at a different place if required by the Note Holder.

5. BORROWER’S PAYMENTS BEFORE THEY ARE DUE

Each maker and endorser of this Note has the right to pay in full the principal sum thereof,
according to a schedule of payment agreeable to the Note Holder, at any time prior to said sum
becoming due and owing, in which case the obligation represented by this Note shall be
deemed fully satisfied. There shall be no penalty for early payment of all or any part of the
sums due under this Note.

Promissory Note 2
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6. BORROWER'’S FAILURE TO PAY AS REQUIRED

(A) Notice from Note Holder. If the Borrower does not pay the full amount when due, the
Note Holder may send the Borrower a written notice stating that if the overdue amount is not
paid by a certain date, the Borrower will be in default. That date must be at least ten (10) days
after the date on which the notice is mailed to the Borrower or, if it is not mailed, ten (10) days
after the date on which it was delivered to the Borrower.

(B) Default. If the Borrower does not pay the overdue amount by the date stated in the
notice described in (A) above, the Borrower will be in default. If the Borrower is in default the
Note Holder may require the Borrower to pay immediately the full amount of principal which
has not been paid and all the interest that the Borrower owes on that amount. Even if, at a time
when the Borrower is in default, the Note Holder does not require the Borrower to pay
immediately in full as described above, the Note Holder will still have the right to do so if the
Borrower is in default at a later time.

(C) Payment of Note Holder’s Costs and Expenses. If the Note Holder has required the
Borrower to pay immediately in full as described above, the Note Holder will have the right to
be paid back for all of its costs and expenses to the extent not prohibited by applicable law.
Those expenses include, for example, reasonable attorney’s fees.

7. TERMINATION OF RESTRICTIONS ON TRANSFER TO HUD

All legal restrictions on conveyance of the Property contained in this Note and Second Deed of
Trust herein referred, or in any other collateral agreement, shall automatically and permanently
terminate if title to the Property is transferred by foreclosure, deed-in-lieu of foreclosure, or if
any mortgage or deed of trust for the Property is assigned to the Secretary of the United States
Department of Housing and Urban Development.

8. NOTE SECURED BY DEED OF TRUST

This Note is secured by a Second Deed of Trust of even date herewith granted by Borrower to
, as Trustee, and Columbia Valley Housing Association, as Beneficiary, encumbering
certain real estate therein described and duly recorded the same date as first written above.

9. BORROWER’S WAIVERS

Each maker and endorser of this Note hereby waives presentment, demand, notice of protest
and dishonor, and hereby agrees to remain bound for the payment of this Note
notwithstanding any extensions of time of payment of it or of any part of it made by agreement
with any one or more of the parties hereto either before or after maturity.

Borrower hereby waives the rights to require the Note Holder to do certain things. Those
things are: (a) to demand payment of amounts due (known as “presentment”); (b) to give
notice that amounts due have not been paid (known as “notice of dishonor”); (c) to obtain an
official certification of nonpayment (known as a “protest”). Anyone else who agrees to keep
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the promises made in this Note, or who agrees to make payments to the Note Holder if the
Borrower fails to keep promises under this Note, or who signs this Note to transfer it to
someone else also waives these rights. These persons are known as “guarantors, sureties and
endorsers.”

10. GIVING OF NOTICES

Any notice that must be given to Borrower under this Note will be given by delivering it or by
mailing it first class mail, return receipt requested, addressed to Borrower at the Property
Address above. A notice will be delivered or mailed to Borrower at a different address if the
Borrower has given the Note Holder a written notice of that different address.

Any notice that must be given to the Note Holder under this Note will be given by mailing it first
class mail, return receipt requested, to the Note Holder at the following address: 1555 S.
Methow Street, Wenatchee, Washington 98801. A notice will be mailed to the Note Holder at a
different address if the Borrower has been given a written notice of that different address.

11. RESPONSIBILITY OF PERSONS UNDER THIS NOTE

If more than one person signs this Note, each person is fully and personally obligated to pay the
full amount owed and to keep all of the promises made in this Note. Any guarantor, surety, or
endorser of this Note (as described in Section 8 above) is also obligated to do these things. The
Note Holder may enforce its rights under this Note against the Borrower. This means that any
one Borrower may be required to pay all of the amounts owed under this Note. Any person
who takes over the Borrower’s rights or obligations under this Note will have all of the
Borrower’s rights and must keep all of the Borrower’s promises made in this Note. Any person
who takes over the rights or obligations of a guarantor, surety, or endorser of this Note (as
described in Section 8 above) is also obligated to keep all of the promises made in this Note.

12. PROGRAM REQUIREMENT PROVISION
The Deed of Trust securing this Note contains the following provision:

1. Program Requirements. The Grantor shall:

A. Occupy for a period of twenty-five (25) years the Property as his or her
personal place of residence unless the Grantor is required to move away from
the Wenatchee area for economic reasons, or sells the Property.

B. In the event the Property is offered for sale within twenty-five (25) years
after conveyance to the Grantor, grant the right of first refusal to Beneficiary or
to another local program which offers homeownership opportunities to low-
income buyers, unless the property will be sold to a low-income purchaser as
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defined by the Washington State Department of Commerce (“Commerce
Department”).

C. In the event the Property is sold within the first twenty-five (25) years,
and if the purchaser is not an eligible low-income purchaser, share a proportion
of any sale proceeds (hereinafter called “appreciation”) with the Beneficiary for
reuse in its affordable housing program. If the net proceeds of the sale are not
sufficient to retire the outstanding debts against the property and to pay closing
costs the Grantor shall have no claim against the Beneficiary.

(2) “Appreciation” shall be defined as the sales proceeds remaining
after retirement of other outstanding debt against the property, payment
of closing costs associated with the sale of the property, and after
allowing for costs of improvements made at the expense of the Grantor
which can be documented, verified, did not create a debt against the
Property, and can be established by a certified appraiser to have
increased the value of the home.

(2) The proportion of the appreciation to be shared with the
Beneficiary is %, which represents the ratio of the original principal
amount of the Beneficiary’s Promissory Note, i.e. $ , to the sum of
the original principal amounts of all Promissory Notes/Deeds of Trust
against the property, including, without limitation, Beneficiary’s
Promissory Note, at the time of execution of Beneficiary’s Promissory
Note and the amount of down payment, if any, paid by Grantor at
closing.

(3) The Beneficiary’s Share of Appreciation (as determined in (1)
above) shall be paid in full to the Beneficiary if the property is sold prior
to the first-year anniversary of the Note. Thereafter, the Beneficiary’s
Share shall be reduced by 1/25th for each full year of occupancy by the
Grantor.

13. DUE ON SALE
The Deed of Trust also contains the following Due on Sale provision:

16. Due on Sale. If all or any part of the property described herein or an
interest therein is sold or transferred by Grantor without Beneficiary’s prior
written consent, Beneficiary may, at Beneficiary’s option, declare all sums
secured by this Deed of Trust to be immediately due and payable. For purposes
of this paragraph 16, a conversion of the use and occupancy of the Property
from that of primary residence of Grantor, whether by lease or otherwise, with
or without rent or other consideration, shall be deemed a violation of this
prohibition on sale or transfer.
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If Beneficiary exercises such option to accelerate, Beneficiary shall mail Grantor
Notice of Acceleration to Grantor by certified mail, return receipt requested.
Such Notice shall provide a period of not less than thirty (30) days from the date
the Notice is mailed within which Grantor may pay the sums declared due. If
Grantor fails to pay such sums prior to the expiration of such period, Beneficiary
may, without further notice of demand on Grantor, invoke any remedies
permitted by law.

14. RIGHT OF FIRST REFUSAL
The Deed of Trust also contains the following right of first refusal provision:

20. Right to Purchase. In the event of a proposed sale or transfer of all or
any part of the Property or any interest in it (including a beneficial interest) by
the Grantor, if the prospective purchaser is not a low-income family as
determined by the Commerce Department, the Beneficiary shall have the right
to purchase the Property from the Grantor for the amount and on the terms
specified in a written, firm contract between the Grantor and the prospective
purchaser. If, at the time of such proposed sale or transfer, the Beneficiary does
not operate a homeownership program, or a similar program for providing
homeownership opportunities to lower income families, this Right to Purchase
shall devolve and be deemed assigned to the Housing Authority of Chelan
County and the City of Wenatchee or to an agency succeeding thereto having
similar aims and purposes; provided, if no successor agency exists, then to the
Commerce Department. The Grantor will give notice of the proposed sale and a
copy of the contract to the Beneficiary as required by Paragraph 10 of the Note.
If upon receipt of such notice, the Right of Purchase has devolved to the Housing
Authority of Chelan County and the City of Wenatchee or successor agency, the
Grantor will transmit said notice to such agency. Hereinafter, the term “Priority
Purchaser” shall refer to the Beneficiary or such other agency to which this Right
to Purchase may have devolved.

The Priority Purchaser shall have ten (10) calendar days after the date it receives
the copy of the contract to decide whether to exercise its right to purchase
hereunder by sending the notice to the Grantor as provided in Paragraph 10 of
the Note. If the Priority Purchaser gives the Grantor such timely notice of its
decision to exercise its right to purchase the Property, it shall have forty-five (45)
additional calendar days after the date of its notice to complete closing of the
purchase. If the Priority Purchaser notifies the Grantor that it does not intend to
purchase the Property after receiving a copy of the contract, or if it does not
close on its purchase of the Property within forty-five (45) calendar days after
notifying the Grantor of its intent to purchase, the Grantor shall have the right to
sell the Property free of any claims of the Priority Purchaser under this Paragraph

Promissory Note 6

{AZH4862-0364-1203;1/21216.020001/}
SEP 08 2025
H.U.D. - OGC



on the terms stated in the contract presented to such Priority Purchaser, or on
such other terms as are permitted thereby.

This Paragraph 20 shall terminate and have no further force and effect upon the
occurrence of any of the following events:

A. Title to the Grantor’s interest in the Property is acquired by the
Holder of a senior Mortgage/Deed of Trust (“Senior Lien Holder”), or
another party upon foreclosure of a senior Mortgage/Deed of Trust;

B. Title to the Grantor’s interest in the Property is acquired by the
Senior Lien Holder or another party by deed in lieu of foreclosure;

C. A mortgage insured by HUD is assigned to HUD.
15. HUD REQUIREMENTS

Notwithstanding anything to the contrary contained herein, if the Borrowers’ first mortgage is
an FHA-insured mortgage: (a) any Legal Restriction on Conveyance, as defined in 24 C.F.R. §
203.41(a), terminates upon foreclosure, deed-in-lieu of foreclosure, or assignment of the first
mortgage to the Secretary of Housing and Urban Development or his/her successors and
assigns (“HUD”); (b) the Borrowers are not liable for Lender’s costs and expenses, including
attorney fees, if an event of default results solely from Borrowers’ violation of any Legal
Restriction on Conveyance; and (c) pursuant to the requirements of 24 C.F.R. § 203.41(d)(1),
under no circumstances shall the Borrowers be precluded or prohibited from recovering from
the sale proceeds the sum of the Borrowers’ original purchase price, the Borrowers’ reasonable
costs of sale, the reasonable costs of improvements made by the Borrowers, any negative
amortization on a graduated payment mortgage insured under 24 C.F.R. § 203.45, and fifty
percent (50%) of the appreciation in value, which shall be the sale price minus the sum of the
preceding amounts.

NOTICE TO BORROWERS
Do not sign this Note if it contains blank spaces.
All spaces should be completed before you sign.
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Filed for and return to:

OGDEN MURPHY WALLACE, PLLC
Aaron J. Harris

1 Fifth Street, Suite 200

P.O. Box 1606

Wenatchee , WA 98807-1606

The information contained in this boxed section is for recording purposes only pursuant to RCW 36.18 and RCW 65.04,
and is not to be relied upon for any other purpose, and shall not affect the intent of or any warranty contained in the
document itself.

Grantor(s):

Grantee(s): Columbia Valley Housing Association, a Washington nonprofit corporation
Reference Number(s) of Documents Assigned or Released: N/A

Abbreviated Legal Description:

Complete or Additional Legal Description on Page 1 of Document.

Assessor’s Parcel Number(s):

SECOND DEED OF TRUST
(Department of Commerce Housing Trust Fund Down Payment Assistant)

THIS DEED OF TRUST made between , , hereinafter referred to as “Grantor”,
whose address is , and , hereinafter referred to as “Trustee”, whose address is

, and Columbia Valley Housing Association, a Washington nonprofit corporation,
hereinafter referred to as “Beneficiary” whose address is 1555 South Methow Street,
Wenatchee, Washington 98801.

WITNESSETH:  Grantor hereby bargains, sells and conveys to Trustee, in trust, with
power of sale, the following described real property in the county of , state of

which real property is not used principally for agricultural or farming purposes, together with all
tenements, hereditaments, and appurtenances, now or hereafter thereunto belonging or in
anywise appertaining, and the rents, issues and profits thereof.
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It is understood that this Deed of Trust is a Second Deed of Trust and subject to a first-
position Deed of Trust to as Beneficiary, and recorded immediately prior to the recording
of this instrument in the office of the Auditor of County, Washington.

This Deed is for the purpose of securing performance of each agreement of Grantor
herein contained and payment of the sum of Dollars (S ), with interest in
accordance with the terms of the Promissory Note of even date herewith payable to Beneficiary
or order, and made by Grantor, and all renewals, modifications, and extensions thereof, and
also such further sums as may be advanced or loaned by Beneficiary to Grantor, or any of their
successors or assigns, together with interest thereon at such rate as shall be agreed on.

WHEREAS, the Beneficiary has created a program to provide homeownership
opportunities and down payment assistance to lower income first time home buyers; and

WHEREAS, the Beneficiary receives certain funds from the Washington State
Department of Commerce (“Commerce Department”) under the state’s Housing Trust Fund and
federal HOME Partnership program to provide for such purpose and is subject to federal
regulations governing the use of said funds, as well as all applicable local, state, and federal
laws, regulations and policies; and

WHEREAS, the Grantor has purchased the Property from the Beneficiary through the
Home Ownership Down Payment Assistance Program, after voluntarily applying thereto, and
has received and will receive substantial benefit and consideration therefrom:

NOW, THEREFORE, in support of the parties’ mutual interest in advancing the goals of
the Home Ownership Down Payment Assistance Program, and to protect the security of this

Deed of Trust, Grantor agrees:

1. Program Requirements. The Grantor shall:

A. Occupy for a period of twenty-five (25) years the Property as his or her personal
place of residence unless the Grantor is required to move away from the Wenatchee
area for economic reasons, or sells the Property;

B. In the event the Property is offered for sale within twenty-five (25) years after
conveyance to the Grantor, grant the right of first refusal to Beneficiary or to another
local program which offers homeownership opportunities to low income buyers, unless
the property will be sold to a low-income purchaser as defined by the Commerce
Department.

C. In the event the Property is sold within the first twenty-five (25) years, and if the
purchaser is not an eligible low-income purchaser, share a proportion of any sale
proceeds (hereinafter called “appreciation”) with the Beneficiary for reuse in its
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affordable housing program. If the net proceeds of the sale are not sufficient to retire
the outstanding debts against the property and to pay closing costs the Grantor shall
have no claim against the Beneficiary.

(1) “Appreciation” shall be defined as the sales proceeds remaining after
retirement of the outstanding debt against the property, payment of closing
costs associated with the sale of the property, and after allowing for costs of
improvements made at the expense of the Grantor which can be documented,
verified, did not create a debt against the Property, and can be established by a
certified appraiser to have increased the value of the home.

(2) The proportion of the appreciation to be shared with the Beneficiary is

%, which represents the ratio of the original principal amount of the
Beneficiary’s Promissory Note, i.e. $ , to the sum of the original principal
amounts of all Promissory Notes/Deeds of Trust against the property, including,
without limitation, Beneficiary’s Promissory Note, at the time of execution of
Beneficiary’s Promissory Note and the amount of down payment, if any, paid by
Grantor at closing.

(3) The Beneficiary’s Share of Appreciation (as determined in (1) above) shall
be paid in full to the Beneficiary if the property is sold prior to the first-year
anniversary of the Note. Thereafter, the Beneficiary’s Share shall be reduced by
1/25% for each full year of occupancy by the Grantor.

2. Repairs; Waste: No lllegal Use. To keep the property in good condition and
repair; to permit no waste thereof; to complete any building, structure or improvement being
built or about to be built thereon; to restore promptly any building, structure, or improvement
thereon that may be damaged or destroyed; and to comply with all laws, ordinances,
regulations, covenants, conditions, and restrictions affecting the property.

3. Taxes: Assessments; Encumbrances. To pay before delinquent all lawful taxes
and assessments on the property; to keep the property free and clear of all other charges, liens,
or encumbrances impairing the security of this Deed of Trust.

4, Insurance. To keep all improvements now existing or hereafter erected on the
property described herein insured against loss by fire or other hazards in an amount not less
than the total debt secured by this Deed of Trust and to name Beneficiary as loss payee on any
such policy.

All policies shall include a standard mortgagee clause. Beneficiary may demand proof of
insurance.
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Unless Beneficiary and Grantor otherwise agree in writing, insurance proceeds shall be
applied to restoration or repair of the property damaged, provided such restoration or repair is
economically feasible and the security of this Deed of Trust is not thereby impaired. If such
restoration or repair is not economically feasible or if the security of this Deed of Trust would
be impaired, the insurance proceeds shall be applied to the sums secured by this Deed of Trust,
with the excess, if any, paid to Grantor.

Unless Beneficiary and Grantor otherwise agree in writing, any application of proceeds
to principal shall not extend or postpone the due date of the next payment or change the
amount of such payment.

5. Attorneys’ Fees. To defend any action or proceeding purporting to affect the
security hereof or the rights or powers of Beneficiary or Trustee, and to pay all expenses,
including cost of title search and attorneys’ fees in a reasonable amount, in any such action or
proceedings, and in any suit brought by Beneficiary to foreclose this Deed of Trust.

6. Costs of Enforcement. To pay all costs, fees and expenses in connection with this
Deed of Trust, including the expenses of Trustee, incurred in enforcing the obligation secured
hereby and Trustee’s and attorneys’ fees actually incurred, as provided by statute.

7. Cure by Beneficiary. Should Grantor fail to pay when due, any taxes,
assessments, insurance premiums, liens, encumbrances or other charges against the property
hereinabove described, Beneficiary may pay the same, and the amount so paid, with interest at
the rate set forth in the Note secured hereby, shall be added to and become a part of the debt
secured in this Deed of Trust, and shall be due and payable at the same time as the next
payment on the Note secured by this Deed of Trust.

ITI1S MUTUALLY AGREED THAT:

8. Payments by Beneficiary. If the real property described herein is subject to an
existing Contract or Contracts, Mortgage, Deed of Trust or any other obligation, which
Beneficiary of this Deed of Trust is to pay, Beneficiary agrees to make such payments in
accordance with the terms thereof and upon default, the Grantor shall have the right to make
any payments necessary to remove the defect and any payments so made shall be applied to
the payments next falling due the Beneficiary under the Note secured by this Deed of Trust.

9. Hazards: Taking or Destruction of Property. In the event any portion of the
property is taken or damaged in an eminent domain proceeding, the entire amount of the
award or such portion thereof as may be necessary to fully satisfy the obligation secured
hereby, shall be paid to Beneficiary to be applied to said obligation.

10. Time of Essence: No Waiver. Time is of the essence hereof in connection with all
obligations of the Grantor herein or in said Note. By accepting payment of any sum secured
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hereby after its due date, Beneficiary does not waive its right to require prompt payment when
due of all other sums so secured or to declare default for failure to so pay.

11. Reconveyance. Trustee shall reconvey all or any part of the property covered by
this Deed of Trust to the person entitled thereto, on written request of Grantor and Beneficiary,
or on satisfaction of the obligation secured and written request for reconveyance made by
Beneficiary or the person entitled thereto. Any Trustee’s fees or recording fees for such
reconveyance shall be paid by Grantor herein.

12. Default and Remedies. Upon default by Grantor in the payment of any
indebtedness secured hereby or in the performance of any agreement contained herein, all
sums secured hereby shall immediately become due and payable without notice, except as
provided in the Promissory Note evidencing the indebtedness, at the option of Beneficiary. In
such event, and on written request of Beneficiary, Trustee shall sell the trust property, in
accordance with the Deed of Trust Act of the State of Washington, (as amended), at public
auction to the highest bidder. Any person except Trustee may bid at Trustee’s sale. Trustee
shall apply the proceeds of the sale as follows: (1) to the expense of sale, including a reasonable
Trustee’s fee and attorneys’ fees; (2) to the obligation secured by this Deed of Trust; (3) the
surplus, if any, shall be distributed to the persons entitled thereto, or may be deposited (less
the clerk’s filing fee) with the clerk of the Superior Court of the county in which the sale takes
place.

13. Trustee’s Deed. Trustee shall deliver to the Purchaser at the sale its Deed,
without warranty, which shall convey to the Purchaser the interest in the property that Grantor
had, or had the power to convey at the time of his execution of this Deed of Trust, and such as
he may have acquired thereafter. Trustee’s Deed shall recite the facts showing that the sale
was conducted in compliance with all the requirements of law and of this Deed of Trust, which
recital shall be prima facie evidence of such compliance and conclusive evidence thereof in
favor of bona fide purchasers and encumbrancers for value.

14. Foreclosure as Mortgage. The power of sale conferred by this Deed of Trust and
by the Deed of Trust Act of the State of Washington is not an exclusive remedy; Beneficiary may
cause this Deed of Trust to be foreclosed as a mortgage.

15. Right to Appointment of Receiver Upon Default. In the event Beneficiary has
instituted any proceedings to collect a delinquent payment or payments, or to enforce any
covenant in this Deed of Trust, or has sent a Notice of Default initiating a nonjudicial
foreclosure of this Deed of Trust, or has filed a Summons and Complaint to judicially foreclose
this Deed of Trust, Beneficiary shall, as a matter of right, be entitled to apply at any time to the
court having jurisdiction thereof for the appointment of a receiver of all or any part of the
property, and of all rents, incomes, profits, issues and revenues thereof from whatsoever
source derived; and upon such it is hereby expressly covenanted and agreed that the court shall
forthwith appoint such receiver with the usual powers and duties of receivers in like cases, and

Second Deed of Trust 5
{AZH4871-4316-5299;1/21216.020001/}

SEP 08 2025
H.U.D.-0OGC



said appointment shall be made by the court as a matter of strict right, and not discretion, to
Beneficiary and without reference to the adequacy or inadequacy of the value of security of the
property, or to the solvency or insolvency of Grantor or any other party defendant to such suit.
GRANTOR HEREBY SPECIFICALLY WAIVES THE RIGHT TO OBJECT TO THE APPOINTMENT OF A
RECEIVER AND HEREBY EXPRESSLY CONSENTS THAT SUCH APPOINTMENT SHALL BE MADE AS
AN ADMITTED EQUITY AND AS A MATTER OF ABSOLUTE RIGHT TO BENEFICIARY. GRANTOR
FURTHER AGREES THAT THE RECEIVER SHALL HAVE ALL RIGHTS CONFERRED BY LAW, AND, IF
NOT CONFERRED BY LAW, THE RIGHT TO COMPLETE ANY CONSTRUCTION ALREADY
COMMENCED ON THE PREMISES AND/OR TO MAKE NECESSARY REPAIRS TO KEEP THE
PROPERTY IN PROPER CONDITION DURING THE PERIOD OF RECEIVERSHIP. Grantor further
agrees to repay to Beneficiary all sums advanced to the receiver, all interest thereon at the
annual rate set forth in the contract and all costs, including reasonable attorneys’ fees incurred
in connection therewith.

16. Due on Sale. If all or any part of the property described herein or an interest
therein is sold or transferred by Grantor without Beneficiary’s prior written consent, Beneficiary
may, at Beneficiary’s option, declare all sums secured by this Deed of Trust to be immediately
due and payable. For purposes of this paragraph 16, a conversion of the use and occupancy of
the Property from that of primary residence of Grantor, whether by lease or otherwise, with or
without rent or other consideration, shall be deemed a violation of this prohibition on sale or
transfer.

If Beneficiary exercises such option to accelerate, Beneficiary shall mail Grantor Notice
of Acceleration to Grantor by certified mail, return receipt requested. Such Notice shall provide
a period of not less than thirty (30) days from the date the Notice is mailed within which
Grantor may pay the sums declared due. If Grantor fails to pay such sums prior to the
expiration of such period, Beneficiary may, without further notice of demand on Grantor,
invoke any remedies permitted by law.

17. Successor Trustee. In the event of the death, disability, incapacity or resignation
of Trustee, Beneficiary may appoint in writing a Successor Trustee, and upon the recording of
such appointment in the mortgage records of the county in which this Deed of Trust is
recorded, the Successor Trustee shall be vested with all powers of the original Trustee. Trustee
is not obligated to notify any party hereto of pending sale under any other Deed of Trust or of
any action or proceeding in which Grantor, Trustee or Beneficiary shall be a party unless such
action or proceeding is brought by Trustee.

18. Benefit and Burden. This Deed of Trust applies to, inures to the benefit of and is
binding not only on the parties hereto, but on their heirs, devisees, legatees, administrators,
executors, successors and assigns. The term “Beneficiary” shall mean the holder and owner of
the Note secured hereby, whether or not named as Beneficiary herein.
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19. Hazardous Substances. Grantor shall not cause or permit the presence, use,
disposal, storage, or release of any Hazardous Substances on or in the Property. Grantor shall
not do, nor allow anyone else to do, anything affecting the Property that is in violation of any
Environmental Law. The preceding two sentences shall not apply to the presence, use, or
storage on the Property of small quantities of Hazardous Substances that are generally
recognized to be appropriate to normal residential uses and to maintenance of the Property.

Grantor shall promptly give Beneficiary written notice of any investigation, claim,
demand, lawsuit or other action by any governmental or regulatory agency or private party
involving the Property and any Hazardous Substance or Environmental Law of which Grantor
has actual knowledge. If Grantor learns, or is notified by any governmental or regulatory
authority, that any removal or other remediation of any Hazardous Substance affecting the
Property is necessary, Grantor shall promptly take all necessary remedial actions in accordance
with Environmental Law.

As used in this paragraph 19, “Hazardous Substances” are those substances defined as
toxic or hazardous substances by Environmental Law and the following substances: gasoline,
kerosene, other flammable or toxic petroleum products, toxic pesticides and herbicides, volatile
solvents, materials containing asbestos or formaldehyde, and radioactive materials. As used in
this paragraph 19, “Environmental Law” means federal laws and laws of the jurisdiction where
the Property is located that relate to health, safety or environmental protection.

20. Right to Purchase. In the event of a proposed sale or transfer of all or any part of
the Property or any interest in it (including a beneficial interest) by the Grantor, if the
prospective purchaser is not a low-income family as determined by the Commerce Department,
the Beneficiary shall have the right to purchase the Property from the Grantor for the amount
and on the terms specified in a written, firm contract between the Grantor and the prospective
purchaser. If, at the time of such proposed sale or transfer, the Beneficiary does not operate a
homeownership program, or a similar program for providing homeownership opportunities to
lower income families, this Right to Purchase shall devolve and be deemed assigned to the
Housing Authority of Chelan County and the City of Wenatchee or to an agency succeeding
thereto having similar aims and purposes; provided, if no successor agency exists, then to the
Commerce Department. The Grantor will give notice of the proposed sale and a copy of the
contract to the Beneficiary as required by Paragraph 10 of the Note. If upon receipt of such
notice, the Right of Purchase has devolved to the Housing Authority of Chelan County and the
City of Wenatchee or successor agency, the Grantor will transmit said notice to such agency.
Hereinafter, the term “Priority Purchaser” shall refer to the Beneficiary or such other agency to
which this Right to Purchase may have devolved.

The Priority Purchaser shall have ten (10) calendar days after the date it receives the
copy of the contract to decide whether to exercise its right to purchase hereunder by sending
the notice to the Grantor as provided in Paragraph 10 of the Note. If the Priority Purchaser
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gives the Grantor such timely notice of its decision to exercise its right to purchase the
Property, it shall have forty-five (45) additional calendar days after the date of its notice to
complete closing of the purchase. If the Priority Purchaser notifies the Grantor that it does not
intend to purchase the Property after receiving a copy of the contract, or if it does not close on
its purchase of the Property within forty-five (45) calendar days after notifying the Grantor of
its intent to purchase, the Grantor shall have the right to sell the Property free of any claims of
the Priority Purchaser under this Paragraph on the terms stated in the contract presented to
such Priority Purchaser, or on such other terms as are permitted thereby.

This Paragraph 20 shall terminate and have no further force and effect upon the
occurrence of any of the following events:

A. Title to the Grantor’s interest in the Property is acquired by the Holder of a
senior Mortgage/Deed of Trust (“Senior Lien Holder”), or another party upon
foreclosure of a senior Mortgage/Deed of Trust;

B. Title to the Grantor’s interest in the Property is acquired by the Senior Lien
Holder or another party by deed in lieu of foreclosure;

C. A mortgage insured by HUD is assigned to HUD.

21. Assumption. Except where otherwise required or permitted by the Beneficiary
for reasons in connection with a transfer on death, divorce, legal separation, or legal incapacity
of a Grantor, or unless the purchaser is an eligible low-income purchaser, the obligations of the
Note and this Deed of Trust may not be assumed. All assumptions are subject to approval by
the Beneficiary.

22. Subordination. Beneficiary and Grantor acknowledge and agree that this Deed of
Trust is subject and subordinate in all respects to the liens, terms, covenants and conditions of
the senior Mortgages/Deeds of trust described in the Note, and to all advances heretofore
made or which may hereafter be made pursuant to such senior Mortgages/Deeds of Trust,
including all sums advanced for the purpose of (a) protecting or further securing the lien of said
senior Mortgages/Deeds of Trust or (b) constructing, renovating, repairing, furnishing, fixturing,
or equipping the Property. The terms and provisions of the senior Mortgages/Deeds of Trust
supersede any other terms and provisions of this instrument in conflict therewith. In the event
of a foreclosure or deed in lieu of foreclosure of a senior Mortgage/Deed of Trust, any
provisions herein or any provisions in any collateral agreement restricting the use of the
Property to low- or moderate-income households or otherwise restricting the Grantor’s ability
to sell the Property shall have no further force or effect on subsequent owners or purchasers of
the Property. Any person, other than the Grantor or a person or entity related to the Grantor,
receiving title to the Property through foreclosure or deed in lieu of foreclosure of a senior
Mortgage/Deed of Trust, and any successors or assigns of such person, shall receive title to the
Property free and clear from such restrictions.
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Further, if a Senior Lien Holder acquires title to the Property pursuant to a deed in lieu
of foreclosure, the lien of this Deed of Trust shall automatically terminate upon the Senior Lien
Holder’s acquisition of title, provided that (i) the Beneficiary has been given written notice of a
default under the First Deed of Trust and (ii) the Beneficiary (or another party acting on its
behalf) shall not have cured the default under the senior Mortgage/Deed of Trust, or diligently
pursued curing the default as determined by the Senior Lien Holder, within the sixty-day period
provided in such notice sent to the Beneficiary.

23. Termination of Restrictions on Transfer to HUD. All legal restrictions on
conveyance of the Property contained herein, or in any other collateral agreement, shall
automatically and permanently terminate if title to the Property is transferred by foreclosure,
deed-in-lieu of foreclosure, or if any mortgage or deed of trust for the Property is assigned to
the Secretary of the United States Department of Housing and Urban Development.

24. HUD Requirements. Notwithstanding anything to the contrary contained herein,
if the Grantor’s first mortgage is an FHA-insured mortgage: (a) any Legal Restriction on
Conveyance, as defined in 24 C.F.R. § 203.41(a), terminates upon foreclosure, deed-in-lieu of
foreclosure, or assignment of the first mortgage to the Secretary of Housing and Urban
Development or his/her successors and assigns (“HUD”); (b) the Grantor is not liable for
Lender’s costs and expenses, including attorney fees, if an event of default results solely from
Grantor’s violation of any Legal Restriction on Conveyance; and (c) pursuant to the
requirements of 24 C.F.R. § 203.41(d)(1), under no circumstances shall the Grantor be
precluded or prohibited from recovering from the sale proceeds the sum of the Grantor's
original purchase price, the Grantor's reasonable costs of sale, the reasonable costs of
improvements made by the Grantor, any negative amortization on a graduated payment
mortgage insured under 24 C.F.R. § 203.45, and fifty percent (50%) of the appreciation in value,
which shall be the sale price minus the sum of the preceding amounts.

DATED , 20

, Grantor

, Grantor
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STATE OF WASHINGTON )
)ss.
County of

| certify that | know or have satisfactory evidence that is the person who
appeared before me, and said person acknowledged that they signed this instrument and
acknowledged it to be their free and voluntary act for the uses and purposes mentioned in the
instrument.

Dated: , 20

(Printed name)
NOTARY PUBLIC, state of Washington
My appointment expires

STATE OF WASHINGTON )
)ss.
County of

| certify that | know or have satisfactory evidence that is the person who
appeared before me, and said person acknowledged that they signed this instrument and
acknowledged it to be their free and voluntary act for the uses and purposes mentioned in the
instrument.

Dated: , 20

(Printed name)
NOTARY PUBLIC, state of Washington
My appointment expires
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AFTER RECORDING MAILTO:
Aaron J. Harris

Ogden Murphy Wallace, P.L.L.C.
P.O. Box 1606

Wenatchee, WA 98807-1606

The information contained in this boxed section is for recording purposes only pursuant to RCW 36.18 and RCW
65.04, and is not to be relied upon for any other purpose, and shall not affect the intent of or any warranty
contained in the document itself.

Grantor(s):

Grantee(s): Columbia Valley Housing Association, a Washington nonprofit corporation
Reference Number(s) of Documents Assigned or Released:

Abbreviated Legal Description:

Complete or Additional Legal Description on Page 1 of Document.

Assessor’s Parcel Number(s):

SECOND DEED OF TRUST
(Down Payment Assistance Loan — Recycled Funds)

THIS DEED OF TRUST made between , hereinafter referred to as “Grantor,” whose
address is , and , hereinafter referred to as “Trustee,” whose address is , and
Columbia Valley Housing Association, a Washington nonprofit corporation, hereinafter referred
to as “Beneficiary,” whose address is 1555 South Methow Street, Wenatchee, Washington
98801.

WITNESSETH: Grantor hereby bargains, sells and conveys to Trustee in trust, with
power of sale, the following described real property in the county of state of
Washington:

—_—

which real property is not used principally for agricultural or farming purposes, together with all
tenements, hereditaments, and appurtenances, now or hereafter thereunto belonging or in
anywise appertaining, and the rents, issues and profits thereof.
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It is understood that this Deed of Trust is a Second Deed of Trust and subject to a first-
position Deed of Trust to , as Beneficiary, recorded immediately prior to the recording of
this instrument in the office of the Auditor of County, Washington.

This Deed is for the purpose of securing performance of each agreement of Grantor
herein contained and payment of the sum of and No/100 Dollars (S .00), with
interest in accordance with the terms of the Promissory Note of even date herewith payable to
Beneficiary or order, and made by Grantor, and all renewals, modifications, and extensions
thereof, and also such further sums as may be advanced or loaned by Beneficiary to Grantor, or
any of their successors or assigns, together with interest thereon at such rate as shall be agreed
on.

WHEREAS, the Beneficiary has created a program to provide homeownership
opportunities and down payment assistance to lower income first time home buyers; and

WHEREAS, the Beneficiary receives certain funds from the Washington State
Department of Commerce (“Commerce Department”) under the state’s Housing Trust Fund to
provide for such purpose and is subject to federal regulations governing the use of said funds,
as well as all applicable local, state, and federal laws, regulations and policies; and

NOW, THEREFORE, in support of the parties’ mutual interest in advancing the goals of
the Home Ownership Down Payment Assistance Program, and to protect the security of this
Deed of Trust, Grantor agrees:

1. Program Requirements. The Grantor shall:

A Occupy for a period of twenty-five (25) years the Property as his or her personal
place of residence unless the Grantor is required to move away from the Wenatchee
area for economic reasons, or sells the Property;

B. In the event the Property is offered for sale within twenty-five (25) years after
conveyance to the Grantor, grant the right of first refusal to Beneficiary or to another
local program which offers homeownership opportunities to low-income buyers, unless
the property will be sold to a low income purchaser as defined by the Commerce
Department.

C. In the event the Property is sold within the first twenty-five (25) years, and if the
purchaser is not an eligible low-income purchaser, share a proportion of any sale
proceeds (hereinafter called “appreciation”) with the Beneficiary for reuse in its
affordable housing program. If the net proceeds of the sale are not sufficient to retire
the outstanding debts against the property and to pay closing costs the Grantor shall
have no claim against the Beneficiary.
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(2) “Appreciation” shall be defined as the sales proceeds remaining after retirement
of other outstanding debt against the property, payment of closing costs associated with
the sale of the property, and after allowing for costs of improvements made at the
expense of the Grantor which can be documented, verified, did not create a debt against
the Property, and can be established by a certified appraiser to have increased the value
of the home.

(2) The proportion of the appreciation to be shared with the Beneficiary is %,
which represents the ratio of the original principal amount of the Beneficiary’s
Promissory Note, i.e. $ , to the sum of the original principal amounts of all
Promissory Notes/Deeds of Trust against the property, including, without limitation,
Beneficiary’s Promissory Note, at the time of execution of Beneficiary’s Promissory Note
and the amount of down payment, if any, paid by Grantor at closing.

(3) The Beneficiary’s Share of Appreciation (as determined in (1) above) shall be paid
in full to the Beneficiary if the property is sold prior to the first-year anniversary of the
Note. Thereafter, the Beneficiary’s Share shall be reduced by 1/25th for each full year of
occupancy by the Grantor.

2. Repairs; Waste; No lllegal Use. To keep the property in good condition and
repair; to permit no waste thereof; to complete any building, structure or improvement being
built or about to be built thereon; to restore promptly any building, structure, or improvement
thereon that may be damaged or destroyed; and to comply with all laws, ordinances,
regulations, covenants, conditions, and restrictions affecting the property.

3. Taxes; Assessments; Encumbrances. To pay before delinquent all lawful taxes
and assessments on the property; to keep the property free and clear of all other charges, liens,
or encumbrances impairing the security of this Deed of Trust.

4, Insurance. To keep all improvements now existing or hereafter erected on the
property described herein insured against loss by fire or other hazards in an amount not less
than the total debt secured by this Deed of Trust and to name Beneficiary as loss payee on any
such policy.

All policies shall include a standard mortgagee clause. Beneficiary may demand proof of
insurance.

Unless Beneficiary and Grantor otherwise agree in writing, insurance proceeds shall be
applied to restoration or repair of the property damaged, provided such restoration or repair is
economically feasible and the security of this Deed of Trust is not thereby impaired. If such
restoration or repair is not economically feasible or if the security of this Deed of Trust would be
impaired, the insurance proceeds shall be applied to the sums secured by this Deed of Trust,
with the excess, if any, paid to Grantor.
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Unless Beneficiary and Grantor otherwise agree in writing, any application of proceeds
to principal shall not extend or postpone the due date of the next payment or change the
amount of such payment.

5. Attorneys’ Fees. To defend any action or proceeding purporting to affect the
security hereof or the rights or powers of Beneficiary or Trustee, and to pay all expenses,
including cost of title search and attorneys’ fees in a reasonable amount, in any such action or
proceedings, and in any suit brought by Beneficiary to foreclose this Deed of Trust.

6. Costs of Enforcement. To pay all costs, fees and expenses in connection with this
Deed of Trust, including the expenses of Trustee, incurred in enforcing the obligation secured
hereby and Trustee’s and attorneys’ fees actually incurred, as provided by statute.

7. Cure by Beneficiary. Should Grantor fail to pay when due, any taxes,
assessments, insurance premiums, liens, encumbrances or other charges against the property
hereinabove described, Beneficiary may pay the same, and the amount so paid, with interest at
the rate set forth in the Note secured hereby, shall be added to and become a part of the debt
secured in this Deed of Trust, and shall be due and payable at the same time as the next
payment on the Note secured by this Deed of Trust.

IT 1S MUTUALLY AGREED THAT:

8. Payments by Beneficiary. If the real property described herein is subject to an
existing Contract or Contracts, Mortgage, Deed of Trust or any other obligation, which
Beneficiary of this Deed of Trust is to pay, Beneficiary agrees to make such payments in
accordance with the terms thereof and upon default, the Grantor shall have the right to make
any payments necessary to remove the defect and any payments so made shall be applied to
the payments next falling due the Beneficiary under the Note secured by this Deed of Trust.

9. Hazards; Taking or Destruction of Property. In the event any portion of the
property is taken or damaged in an eminent domain proceeding, the entire amount of the
award or such portion thereof as may be necessary to fully satisfy the obligation secured
hereby, shall be paid to Beneficiary to be applied to said obligation.

10. Time of Essence; No Waiver. Time is of the essence hereof in connection with all
obligations of the Grantor herein or in said Note. By accepting payment of any sum secured
hereby after its due date, Beneficiary does not waive its right to require prompt payment when
due of all other sums so secured or to declare default for failure to so pay.

11. Reconveyance. Trustee shall reconvey all or any part of the property covered by
this Deed of Trust to the person entitled thereto, on written request of Grantor and Beneficiary,
or on satisfaction of the obligation secured and written request for reconveyance made by
Beneficiary or the person entitled thereto. Any Trustee’s fees or recording fees for such
reconveyance shall be paid by Grantor herein.
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12. Default and Remedies. Upon default by Grantor in the payment of any
indebtedness secured hereby or in the performance of any agreement contained herein, all
sums secured hereby shall immediately become due and payable without notice, except as
provided in the Promissory Note evidencing the indebtedness, at the option of Beneficiary. In
such event, and on written request of Beneficiary, Trustee shall sell the trust property, in
accordance with the Deed of Trust Act of the State of Washington, (as amended), at public
auction to the highest bidder. Any person except Trustee may bid at Trustee’s sale. Trustee shall
apply the proceeds of the sale as follows: (1) to the expense of sale, including a reasonable
Trustee’s fee and attorneys’ fees; (2) to the obligation secured by this Deed of Trust; (3) the
surplus, if any, shall be distributed to the persons entitled thereto, or may be deposited (less the
clerk’s filing fee) with the clerk of the Superior Court of the county in which the sale takes place.

13. Trustee’s Deed. Trustee shall deliver to the Purchaser at the sale its Deed,
without warranty, which shall convey to the Purchaser the interest in the property that Grantor
had, or had the power to convey at the time of his execution of this Deed of Trust, and such as
he may have acquired thereafter. Trustee’s Deed shall recite the facts showing that the sale was
conducted in compliance with all the requirements of law and of this Deed of Trust, which
recital shall be prima facie evidence of such compliance and conclusive evidence thereof in
favor of bona fide purchasers and encumbrancers for value.

14. Foreclosure as Mortgage. The power of sale conferred by this Deed of Trust and
by the Deed of Trust Act of the State of Washington is not an exclusive remedy; Beneficiary may
cause this Deed of Trust to be foreclosed as a mortgage.

15. Right to Appointment of Receiver Upon Default. In the event Beneficiary has
instituted any proceedings to collect a delinquent payment or payments, or to enforce any
covenant in this Deed of Trust, or has sent a Notice of Default initiating a nonjudicial foreclosure
of this Deed of Trust, or has filed a Summons and Complaint to judicially foreclose this Deed of
Trust, Beneficiary shall, as a matter of right, be entitled to apply at any time to the court having
jurisdiction thereof for the appointment of a receiver of all or any part of the property, and of all
rents, incomes, profits, issues and revenues thereof from whatsoever source derived; and upon
such it is hereby expressly covenanted and agreed that the court shall forthwith appoint such
receiver with the usual powers and duties of receivers in like cases, and said appointment shall
be made by the court as a matter of strict right, and not discretion, to Beneficiary and without
reference to the adequacy or inadequacy of the value of security of the property, or to the
solvency or insolvency of Grantor or any other party defendant to such suit. GRANTOR HEREBY
SPECIFICALLY WAIVES THE RIGHT TO OBJECT TO THE APPOINTMENT OF A RECEIVER AND
HEREBY EXPRESSLY CONSENTS THAT SUCH APPOINTMENT SHALL BE MADE AS AN ADMITTED
EQUITY AND AS A MATTER OF ABSOLUTE RIGHT TO BENEFICIARY. GRANTOR FURTHER AGREES
THAT THE RECEIVER SHALL HAVE ALL RIGHTS CONFERRED BY LAW, AND, IF NOT CONFERRED BY
LAW, THE RIGHT TO COMPLETE ANY CONSTRUCTION ALREADY COMMENCED ON THE PREMISES
AND/OR TO MAKE NECESSARY REPAIRS TO KEEP THE PROPERTY IN PROPER CONDITION DURING
THE PERIOD OF RECEIVERSHIP. Grantor further agrees to repay to Beneficiary all sums advanced
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to the receiver, all interest thereon at the annual rate set forth in the contract and all costs,
including reasonable attorneys’ fees incurred in connection therewith.

16. Due on Sale. If all or any part of the property described herein or an interest
therein is sold or transferred by Grantor without Beneficiary’s prior written consent, Beneficiary
may, at Beneficiary’s option, declare all sums secured by this Deed of Trust to be immediately
due and payable. For purposes of this paragraph 16, a conversion of the use and occupancy of
the Property from that of primary residence of Grantor, whether by lease or otherwise, with or
without rent or other consideration, shall be deemed a violation of this prohibition on sale or
transfer.

If Beneficiary exercises such option to accelerate, Beneficiary shall mail Grantor Notice
of Acceleration to Grantor by certified mail, return receipt requested. Such Notice shall provide
a period of not less than thirty (30) days from the date the Notice is mailed within which
Grantor may pay the sums declared due. If Grantor fails to pay such sums prior to the
expiration of such period, Beneficiary may, without further notice of demand on Grantor, invoke
any remedies permitted by law.

17. Successor Trustee. In the event of the death, disability, incapacity or resignation
of Trustee, Beneficiary may appoint in writing a Successor Trustee, and upon the recording of
such appointment in the mortgage records of the county in which this Deed of Trust is recorded,
the Successor Trustee shall be vested with all powers of the original Trustee. Trustee is not
obligated to notify any party hereto of pending sale under any other Deed of Trust or of any
action or proceeding in which Grantor, Trustee or Beneficiary shall be a party unless such action
or proceeding is brought by Trustee.

18. Benefit and Burden. This Deed of Trust applies to, inures to the benefit of and is
binding not only on the parties hereto, but on their heirs, devisees, legatees, administrators,
executors, successors and assigns. The term “Beneficiary” shall mean the holder and owner of
the Note secured hereby, whether or not named as Beneficiary herein.

19. Hazardous Substances. Grantor shall not cause or permit the presence, use,
disposal, storage, or release of any Hazardous Substances on or in the Property. Grantor shall
not do, nor allow anyone else to do, anything affecting the Property that is in violation of any
Environmental Law. The preceding two sentences shall not apply to the presence, use, or
storage on the Property of small quantities of Hazardous Substances that are generally
recognized to be appropriate to normal residential uses and to maintenance of the Property.

Grantor shall promptly give Beneficiary written notice of any investigation, claim,
demand, lawsuit or other action by any governmental or regulatory agency or private party
involving the Property and any Hazardous Substance or Environmental Law of which Grantor
has actual knowledge. If Grantor learns, or is notified by any governmental or regulatory
authority, that any removal or other remediation of any Hazardous Substance affecting the
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Property is necessary, Grantor shall promptly take all necessary remedial actions in accordance
with Environmental Law.

As used in this paragraph 19, “Hazardous Substances” are those substances defined as
toxic or hazardous substances by Environmental Law and the following substances: gasoline,
kerosene, other flammable or toxic petroleum products, toxic pesticides and herbicides, volatile
solvents, materials containing asbestos or formaldehyde, and radioactive materials. As used in
this paragraph 19, “Environmental Law” means federal laws and laws of the jurisdiction where
the Property is located that relate to health, safety or environmental protection.

20. Right to Purchase. In the event of a proposed sale or transfer of all or any part of
the Property or any interest in it (including a beneficial interest) by the Grantor, if the
prospective purchaser is not a low-income family as determined by the Commerce Department,
the Beneficiary shall have the right to purchase the Property from the Grantor for the amount
and on the terms specified in a written, firm contract between the Grantor and the prospective
purchaser. If, at the time of such proposed sale or transfer, the Beneficiary does not operate a
homeownership program, or a similar program for providing homeownership opportunities to
lower income families, this Right to Purchase shall devolve and be deemed assigned to the
Housing Authority of Chelan County and the City of Wenatchee or to an agency succeeding
thereto having similar aims and purposes; provided, if no successor agency exists, then to the
Commerce Department. The Grantor will give notice of the proposed sale and a copy of the
contract to the Beneficiary as required by Paragraph 10 of the Note. If upon receipt of such
notice, the Right of Purchase has devolved to the Housing Authority of Chelan County and the
City of Wenatchee or successor agency, the Grantor will transmit said notice to such agency.
Hereinafter, the term “Priority Purchaser” shall refer to the Beneficiary or such other agency to
which this Right to Purchase may have devolved.

The Priority Purchaser shall have ten (10) calendar days after the date it receives the
copy of the contract to decide whether to exercise its right to purchase hereunder by sending
the notice to the Grantor as provided in Paragraph 10 of the Note. If the Priority Purchaser
gives the Grantor such timely notice of its decision to exercise its right to purchase the Property,
it shall have forty-five (45) additional calendar days after the date of its notice to complete
closing of the purchase. If the Priority Purchaser notifies the Grantor that it does not intend to
purchase the Property after receiving a copy of the contract, or if it does not close on its
purchase of the Property within forty-five (45) calendar days after notifying the Grantor of its
intent to purchase, the Grantor shall have the right to sell the Property free of any claims of the
Priority Purchaser under this Paragraph on the terms stated in the contract presented to such
Priority Purchaser, or on such other terms as are permitted thereby.
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This Paragraph 20 shall terminate and have no further force and effect upon the
occurrence of any of the following events:

A. Title to the Grantor’s interest in the Property is acquired by the Holder of a senior
Mortgage/Deed of Trust (“Senior Lien Holder”), or another party upon foreclosure of a
senior Mortgage/Deed of Trust;

B. Title to the Grantor’s interest in the Property is acquired by the Senior Lien
Holder or another party by deed in lieu of foreclosure;

C. A mortgage insured by HUD is assigned to HUD.

21. Assumption. Except where otherwise required or permitted by the Beneficiary
for reasons in connection with a transfer on death, divorce, legal separation, or legal incapacity
of a Grantor, or unless the purchaser is an eligible low-income purchaser, the obligations of the
Note and this Deed of Trust may not be assumed. All assumptions are subject to approval by
the Beneficiary.

22. Subordination. Beneficiary and Grantor acknowledge and agree that this Deed of
Trust is subject and subordinate in all respects to the liens, terms, covenants and conditions of
the senior Mortgages/Deeds of trust described in the Note, and to all advances heretofore
made or which may hereafter be made pursuant to such senior Mortgages/Deeds of Trust,
including all sums advanced for the purpose of (a) protecting or further securing the lien of said
senior Mortgages/Deeds of Trust or (b) constructing, renovating, repairing, furnishing, fixturing,
or equipping the Property. The terms and provisions of the senior Mortgages/Deeds of Trust
supersede any other terms and provisions of this instrument in conflict therewith. In the event
of a foreclosure or deed in lieu of foreclosure of a senior Mortgage/Deed of Trust, any
provisions herein or any provisions in any collateral agreement restricting the use of the
Property to low- or moderate-income households or otherwise restricting the Grantor’s ability
to sell the Property shall have no further force or effect on subsequent owners or purchasers of
the Property. Any person, other than the Grantor or a person or entity related to the Grantor,
receiving title to the Property through foreclosure or deed in lieu of foreclosure of a senior
Mortgage/Deed of Trust, and any successors or assigns of such person, shall receive title to the
Property free and clear from such restrictions.

Further, if a Senior Lien Holder acquires title to the Property pursuant to a deed in lieu of
foreclosure, the lien of this Deed of Trust shall automatically terminate upon the Senior Lien
Holder’s acquisition of title, provided that (i) the Beneficiary has been given written notice of a
default under the First Deed of Trust and (ii) the Beneficiary (or another party acting on its
behalf) shall not have cured the default under the senior Mortgage/Deed of Trust, or diligently
pursued curing the default as determined by the Senior Lien Holder, within the sixty-day period
provided in such notice sent to the Beneficiary.
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23, Termination of Restrictions on Transfer to HUD. All legal restrictions on
conveyance of the Property contained herein, or in any other collateral agreement, shall
automatically and permanently terminate if title to the Property is transferred by foreclosure,
deed-in-lieu of foreclosure, or if any mortgage or deed of trust for the Property is assigned to
the Secretary of the United States Department of Housing and Urban Development.

24, HUD Requirements. Notwithstanding anything to the contrary contained herein,
if the Grantor’s first mortgage is an FHA-insured mortgage: (a) any Legal Restriction on
Conveyance, as defined in 24 C.F.R. § 203.41(a), terminates upon foreclosure, deed-in-lieu of
foreclosure, or assignment of the first mortgage to the Secretary of Housing and Urban
Development or his/her successors and assigns (“HUD”); (b) the Grantor is not liable for
Lender’s costs and expenses, including attorney fees, if an event of default results solely from
Grantor’s violation of any Legal Restriction on Conveyance; and (c) pursuant to the
requirements of 24 C.F.R. § 203.41(d)(1), under no circumstances shall the Grantor be precluded
or prohibited from recovering from the sale proceeds the sum of the Grantor's original purchase
price, the Grantor's reasonable costs of sale, the reasonable costs of improvements made by
the Grantor, any negative amortization on a graduated payment mortgage insured under 24
C.F.R. § 203.45, and fifty percent (50%) of the appreciation in value, which shall be the sale price
minus the sum of the preceding amounts.

DATED this day of , 20
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STATE OF WASHINGTON )

) ss.
County of

| certify that | know or have satisfactory evidence that is the person who appeared
before me, and said person acknowledged that they signed this instrument and acknowledged
it to be their free and voluntary act for the uses and purposes mentioned in the instrument.

DATED , 20

(Printed name)
NOTARY PUBLIC, state of Washington
My appointment expires

STATE OF WASHINGTON )

) ss.
County of )
| certify that | know or have satisfactory evidence that is the person who appeared

before me, and said person acknowledged that they signed this instrument and acknowledged
it to be their free and voluntary act for the uses and purposes mentioned in the instrument.

DATED , 20

(Printed name)
NOTARY PUBLIC, state of Washington
My appointment expires
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