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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 ($     ), together with accrued interest.  I 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 $     . 

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. 
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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. 

(1) “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 7 
{AZH4862-0364-1203;1/21216.020001/} 

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. 

 
 
   
       
 
 
   
       


