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THIS DEED OF TRUST ("Secﬁrit§--ﬁi§trﬁme;;t*')_is made on December 22, 2003
The Grantor is PHILLIP C. MILLS, unmarried, as his separate property

("Borrower"). The trustee is Land Title of Skag1tCounty .

PO Box 445, Burlington, WA 98233 ‘ ‘
("Trustee”). The beneficiary is Peoples Bank, A Washmgton Corporat1on

which is organized and existing under the laws of kN Wash1 ngton , and
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" whose address is 4183 Meridian Street.2nd Floor, Bellingham, WA 98226

("Lender™). Borrower owes Lender the principal sum of

.~;éqhé Hundred £ifty Six Thousand Five Hundred Forty Three and no/100

Dollars (U.S. $ 156,543.00 ).

_,_:Tfhi-s;__.deb_; is evidenced by Borrower’s note dated the same date as this Security Instrument ("Note"),
- which -provides for monthly payments, with the full debt, if not paid earlier, due and payable on

<~ January 1, 2034 . This Security Instrument secures to Lender: (a) the repayment of the debt
evidenced by ithe Note, with interest, and all renewals, extensions and modifications of the Note. (b} the
payment of all other sums, with interest, advanced under paragraph 7 to protect the security of this Security
Instrument; and (¢) the performance of Borrower’s covenants and agreements under this Security Instrument
and the Nofé.___ Fbg--th_is___purpose, Borrower irrevocably grants and conveys to the Trustee, in trust, with power
of sale, the following described property located in Skagit County, Washington:
LOT 7, “'COLLEGE *MEADOW DIV. NO. 2, " AS PER PLAT RECORDED IN VOLUME 12 OF
PLATS, PAGES™42.-AND 43, RECORDS OF SKAGIT COUNTY, WASHINGTON. SITUATE IN
THE CITY OF MOUNT 'VERNON. COUNTY OF SKAGIT, STATE OF WASHINGTON.

which has the address of 2310 Moritgomery P1 [Street]
Mount Vernon o [Cityl, Washingion 98274 [Zip Code]
{("Property Address"); e

TOGETHER WITH all the imprevéments now or hereafter erected on the property, and all easements,
appurienances and fixtures now or hereafter-a part of the property. All replacements and additions shall also be
covered by this Security Instrument. All’of the foregoing is referred to in this Security Instrument as the
"Property." P8

BORROWER COVENANTS that Borrower is lawfully seized of the estate hereby conveyed and has the
right to grant and convey the Property and that the Property is unencumbered, except for encumbrances of
record. Borrower warrants and will defend generally the title to the Property against all claims and demands,
subject to any encumbrances of record. E

THIS SECURITY INSTRUMENT combines unifon’ﬁ_“_:t:pvenants for national use and non-uniform
covenants with limited variations by jurisdiction to constitite a uniform security instrument covering real
property. ST
Borrower and Lender covenant and agree as follbw‘s;__

UNIFORM COVENANTS. e

1. Payment of Principal, Interest and Late Charge. Borrower-shall pay when due the principal of, and
interest on, the debt evidenced by the Note and late charges due under the Note.

2. Monthly Payment of Taxes, Insurance and Other Charges. Borrower shall include in each monthly
payment, together with the principal and interest as set forth'in the Note and any late charges, a sum for (a)
taxes and special assessments levied or to be levied against the Property, (b) leasehold payments or ground
rents on the Property, and (c) premiums for insurance required"under.-'paraﬁtaph 4. In any year in which the
Lender must pay a mortgage insurance premiom to the Secretary of Housing and Urban Development
("Secretary”), or in any year 1n which such premium would have been required if Lender still held the Security
Instrument, each monthly payment shall also include either: (i) a sum for the annual mortgage insurance
premium to be paid by Lender to the Secretary, or (ii) a monthly charge instead..of a mortgage insurance
premium if this Security Instrument is held by the Secretary, “in, a reasonable amount to be
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" detérmined by the Secretary. Except for the monthly charge by the Secretary, these items are called "Escrow

" Items" and the sums paid to Lender are called "Escrow Funds."

# 7  Lender may, at any time, collect and hold amounts for Escrow Items in an aggregate amount not to
- exceed-the maximum amount that may be required for Borrower’s escrow account under the Real Estate
Settlement Procedures Act of 1974, 12 U.S.C. Section 2601 ef seq. and implementing regulations, 24 CFR

Part 3500, as they may be amended from time to time ("RESPA"), except that the cushion or reserve

 permitied by RESPA for unanticipated disbursements or disbursements before the Borrower’s payments are
available in the'account may not be based on amounts due for the mortgage insurance premium.

: If the amounts held by Lender for Escrow Items exceed the amounts permitted to be held by RESPA,
Lender shall account to Borrower for the excess funds as required by RESPA. If the amounts of funds held by
Lender at afy time-are not sufficient to pay the Escrow Items when due, Lender may notify the Borrower and
require Borrower to make up the shortage as permitted by RESPA.

The Escrow. Funds are pledged as additional security for all sums secured by this Security Instrument. If
Borrower teniders to Lender the full payment of all such sums, Borrower’s account shall be credited with the
balance remaining for 4l installment items (a), (b), and (c) and any mertgage insurance premium installment
that Lender has not become obligated to pay to the Secretary, and Lender shall promptly refund any excess
funds to Borrower. ..Immediately prior to a foreclosure sale of the Property or its acquisition by Lender,
Borrower’s account shall be'credited with any balance remaining for all installments for items (a), (b}, and (c).

3. Application of Payments. All payments under paragraphs 1 and 2 shall be applied by Lender as
follows: ' o

First, to the mortgage insutance premium to be paid by Lender to the Secretary or to the monthly charge

by the Secretary instead pf the monthly mortgage insurance premium;

Second, to any taxes; special.assessments, leasehold payments or ground rents, and fire, flood and other
hazard insurance premiums,:as-fequired;

Third, to interest due under the Note;

Fourth, to amortization of the principal of the Note; and

Fifth, to late charges dueunder the Ngte.

4. Fire, Flood and Other Hazard:Insurance. Borrower shall insure all improvements on the Property,
whether now in existence or subsequently erected, against any hazards, casualties, and contingencies,
including fire, for which Lender requires insurance. This insurance shall be maintained in the amounts and for
the periods that Lender requires. Borrower shall also insure all improvements on the Property, whether now in
existence or subsequently erected, against Joss by floods to the extent required by the Secretary. All insurance
shall be carried with companies approved.by Lender.-The insurance policies and any renewals shall be held by
Lender and shall include loss payable clauses'in favor.of, and in a form acceptable to, Lender.

In the event of loss, Borrower shall give Lender immediate notice by mail. Lender may make proof of
loss if not made promptly by Borrower. Each insurance company concerned is hereby authorized and directed
to make payment for such loss directly to Lender, instead of to Borrower and to Lender jointly. All or any
part of the insurance proceeds may be applied by Lender, at its option, either (a) to the reduction of the
indebtedness under the Note and this Security Instrument, first to any delinquent amounts applied in the order
in paragraph 3, and then to prepayment of principal, or {(b).to the restoration or repair of the damaged
Property. Any application of the proceeds to the principal shall not extend or postpone the due date of the
monthly payments which are referred to in paragraph 2, or change the amount of such payments. Any excess
insurance proceeds over an amount required to pay ail outstanding indebtedness under the Note and this
Security Instrument shall be paid to the entity legally enfitled thergto.

In the event of foreclosure of this Security Instrumemit of other transfer of title to the Property that
extinguishes the indebtedness, all right, title and interest 6f-Bérrower-in and to insurance policies in force shall
pass to the purchaser. A

Occupancy, Preservation, Maintenance and Protection of the Property; Borrower’s Loan
Application; Leaseholds. Borrower shall occupy, establish, and use the Property as Borrower’s principal
residence within sixty days after the execution of this Security-Instrument (or within sixty days of a later sale
or transfer of the Property) and shall continue to occupy the Property.as Borrower’s principal residence for at
least one year after the date of occupancy, unless Lender determines that requirement will cause undue
hardship for Borrower, or unless extenuating circumstances exist which are: beyond Borrower’s control.
Borrower shall notify Lender of any extenuating circumstances. Borrower shall not commit waste or destroy,
damage or substantially change the Property or allow the Property to deteriorate, .teasonable wear and tear
excepted, Lender may inspect the Property if the Property is vacant or abandoned of the loan is in default.
Lender may take reasonable action to protect and preserve such vacant or ‘abandoned Property. Borrower shall
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~“':"'also ‘be in default if Borrower, during the loan application process, gave materially false or inaccurate
T 1ntormat10n or statements to Lender (or failed to provide Lender with any material information) in connection
o with the.loan evidenced by the Note, including, but not limited to, representations concerning Borrower’s

oceupancy of the Property as a principal residence. If this Security Instrument is on a leasehold, Borrower
shiatl comply with the provisions of the lease. If Borrower acquires fee title to the Property, the leasehold and
; fee title: shall not be merged unless Lender agrees to the merger in writing,

B Condemnatlon The proceeds of any award or claim for damages, direct or consequential, in
connection w1th any condemnation or other taking of any part of the Property, or for conveyance in place of
condemnanon ‘are ‘hereby assigned and shall be paid to Lender to the extent of the full amount of the
mdebtedness that remains unpaid under the Note and this Security Instrument. Lender shall apply such
proceeds-to the reduction of the indebtedness under the Note and this Security Instrument, first to any
delinquent_amounis applied in the order provided in paragraph 3, and then to prepayment of principal. Any
application pf the procéeds to the principal shall not extend or postpone the due date of the monthly payments,
which are referred-to in paragraph 2, or change the amount of such payments. Any excess proceeds over an
amount required to_pay-all outstandmg indebtedness under the Note and this Security Instrument shall be paid
to the entity legally erititled théreto.

7. Charges'to Borrower-and Protection of Lender’s Rights in the Property. Borrower shall pay all
governmental or mumcxpal charges, fines and impositions that are not included in paragraph 2. Borrower shall
pay these obligations on time directly to the entity which is owed the payment. If failure to pay would
adversely affect Lender's interest.in the Property, upon Lender’s request Borrower shall promptly furnish to
Lender receipts ev1denc1ng these payments

If Borrower fails to make these/ payments or the payments required by paragraph 2, or fails to perform
any other covenants and agreements contained in this Security Instrument, or there is a legal proceeding that
may significantly affect Lender’s rights in-the Property (such as a proceeding in bankruptcy, for condemnation
or to enforce laws or regulations), then Lender may do and pay whatever is necessary to protect the value of
the Property and Lender’s rights i in, the Property, mcludmg payment of taxes, hazard insurance and other items
mentioned in paragraph 2. :

Any amounts disbursed by Lender under tius paragraph shall become an additional debt of Borrower and
be secured by this Security Instrument, These amounts shall bear interest from the date of disbursement, at the
Note rate, and at the option of Lender, shall-be immediately due and payable.

Borrower shall promptly discharge any-lien which has priority over this Securlty Instrument unless
Borrower: (a) agrees in writing to the payment of the obligation secured by the lien in a manner acceptable to
Lender; (b) contests in good faith the lien by, or defends against enforcement of the lien in, legal proceedings
which in the Lender’s opinion operate to prevent:the enforcemnent of the lien; or (c) secures from the holder of
the lien an agreement satisfactory to Lender subordinating the lien to this Security Instrument. If Lender
determines that any part of the Property is subject to a lien. which may attain priority over this Security
Instrument, Lender may give Borrower a notice 1dent1fy1ng the lien. Borrower shall satisfy the lien or take
one or more of the actions set forth above within 10 days of the glvmg of notice.

8. Fees. Lender may collect fees and charges authnnzed by the Secretary
9. Grounds for Acceleration of Debt,
(a) Default. Lender may, except as limited by regulatlons lssued by the Secretary, in the case of
payment defaults, require immediate payment in full of all sums secured by this Security Instrument if’
(i) Borrower defaults by failing to pay in full any monthly payment required by this Security
Instrument prior to or on the due date of the next monthly payment, or
(ii) Borrower defaults by failing, for a period of thirty. days to perform any other obligations
contained in this Security Instrument.
(b} Sale Without Credit Approval. Lender shall, if perrmtted by apphcable law (including Section
341(d) of the Garn-5t. Germain Depository Instltutlons Act of 1982, 12.U.5.C. 1701j-3(d)) and with
the prior approval of the Secretary, require immediate payment in full of all sums secured by this
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(i) All or part of the Property, or a beneficial interest in a trust owning all or part of the Property, is
sold or otherwise transferred (other than by devise or descent), and
;7 (i1) The Property is not occupied by the purchaser or grantee as his or her principal residence, or the
" " purchaser or grantee does so occupy the Property but his or her credit has not been approved in
* accordance with the requirements of the Secretary.
=" (€)' No Waiver. If circumstances occur that would permit Lender to require immediate payment in full,
“but’ Lender does not require such payments, Lender does not waive its rights with respect to subsequent
. gvents.
Ad) Regu]atmns of HUD Secretary. In many circumstances regulations issued by the Secretary will limit
Lénder’s nghts in the case of payment defaults, to require immediate payment in full and foreclose if not
paid: This Secunty Instrument does not authorize acceleration or foreclosure if not permitted by
regulations, of the Secretary.

(e} Mortgage: Not_Insured. Borrower agrees that if this Security Instrument and the Note are not

determined to be- ehglble for insurance under the National Housing Act within 60 days from the date

hereof, Lender'may, af its option, require immediate payment in full of all sums secured by this Security

Instrument.-'A Written statement of any authorized agent of the Secretary dated subsequent to 60 days

from the date hereof, declining to insure this Security Instrument and the Note, shall be deemed

conclusive proof of such ineligibility. Notwithstanding the foregoing, this option may not be exercised
by Lender when the unavaﬂabmty of insurance is solely due to Lender’s failure to remit a mortgage
insurance premium {o the Secretary.

10. Reinstatement. Borrower has a right to be reinstated if Lender has required immediate payment in
full because of Borrower’s failure to pay an amount due under the Note or this Security Instrument. This right
applies even after foreclosure proceedings ‘are instituted. To reinstate the Security Instrument, Borrower shall
tender in a lump sum all amounts-required to bring Borrower’s account current including, to the extent they
are obligations of Borrower under:this’ Security Instrument, foreclosure costs and reasonable and customary
attorneys’ fees and expenses properly associated with the foreclosure proceeding. Upon reinstatement by
Borrower, this Security Instrument.and the obligations that it secures shall remain in effect as if Lender had
not required immediate payment in full." However, Lender is not required to permit reinstatement if: (i) Lender
has accepted reinstatement after the comimencement of foreclosure proceedings within two years immediately
preceding the commencement of a current foreclosure proceeding, (ii) reinstatement will preclude foreclosure
on different grounds in the future, or (iii): remstatement will adversely affect the priority of the lien created by
this Security Instrument,

11. Borrower Not Released; Forbearance By Lender Not a Waiver. Extension of the time of payment
or modification of amortization of the sums secured by this-Security Instrument granted by Lender to any
successor in interest of Borrower shall not operate to releasc the liability of the original Borrower or
Borrower’s successor in interest. Lender shall not be requued to commence proceedings against any successor
in interest or refuse to extend time for payment or otherwme modify amortization of the sums secured by this
Security Instrument by reason of any demand made by the original Borrower or Borrower’s successors in
interest. Any forbearance by Lender in exercising any rlght or. remedy shall not be a waiver of or preclude the
exercise of any right or remedy,

12. Successors and Assigns Bound; Joint and Several Llablhty, Co-Signers. The covenants and
agreements of this Security Instrument shall bind and benefit the successors and assigns of Lender and
Borrower, subject to the provisions of paragraph 9(b). Borrower’s covenants and agreements shall be joint
and several. Any Borrower who co-signs this Security Instrument but does-not execute the Note: (2) is
co-signing this Security Instrument only to mortgage, grant and convey that- Borrower’s interest in the
Property under the terms of this Security Instrument; (b) is not personally obllgated to pay the sums secured
by this Security Instrument; and (c} agrees that Lender and any other'Borrower miay agree to extend, modify,
forbear or make any accommodations with regard to the terms of this Secunty Instrument or the Note without
that Borrower’s consent.
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13 Notices. Any notice to Borrower provided for in this Security Instrument shall be given by delivering

it or: by mailing it by first class mail unless applicable faw requires use of another method. The notice shall be
o drrected to the Property Address or any other address Borrower designates by notice to Lender. Any notice to

" Lender shall be given by first class mail to Lender’s address stated herein or any address Lender designates by
__nottce to Borrower. Any notice provided for in this Security Instrument shall be deemed to have been given to
¢ Borrower or Lender when given as provided in this paragraph.

14 Govermng Law; Severability. This Security Instrument shall be governed by Federal law and the
law- of the jurisdiction in which the Property is located. In the event that any provision or clause of this
Seourtt},r Instrument or the Note conflicts with applicable law, such conflict shall not affect other provisions of
this Seeurrty Instriment or the Note which can be given effect without the conflicting provision. To this end
the provisions of this Secunty Instrument and the Note are declared to be severable.

15. Borrower 5 C‘opy Borrower shall be given one conformed copy of the Note and of this Security
Instrument. - :

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

Borrower shall promptly grve Lender 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 Whl(:h Borrower has actual knowledge. If Borrower leamns, or is notified
by any governmental or regulatory aufhority, that any removal or other remediation of any Hazardous
Substances affecting the Property is necessary Borrower shall promptly take all necessary remedial actions in
accordance with Environmental Law.

As used in this paragraph 16, "Hazardous Substances” are those substances defined as toxic or hazardous
substances by Environmental Law and” the fol]owmg substances: gasoline, kerosene, other flammable or toxic
petroleun products, toxic pesticides “and -herbicides, volatile solvents, materials containing asbestos or
formaldehyde, and radioactive materials.” As-used in this paragraph 16, "Environmental Law" means federal
laws and laws of the jurisdiction where the Property is located that relate to health, safety or environmental
protection.

NON-UNIFORM COVENANTS. Borrower and Lender further covenant and agree as follows:

17. Assignment of Rents. Borrower unconditionally assigns and transfers to Lender all the rents and
revenues of the Property. Borrower authorizes Lender or Lender’s agents to collect the rents and revenues and
hereby directs each tenant of the Property to pay the rentsto Lender or Lender’s agents. However, prior to
Lender’s notice to Borrower of Borrower’s breach of any covenant or agreement in the Security Instrument,
Borrower shall collect and rteceive all rents and revenues-of the Property as trustee for the benefit of Lender
and Borrower. This assignment of rents consttrutes an absolute assignment and not an assignment for
additional secur1ty only.

If Lender gives notice of breach to Borrower: (a) all rents received by Borrower shall be held by
Borrower as trustee for benefit of Lender only, to be applied to the sums.secured by the Security Instrument;
(b) Lender shall be entitled to collect and receive all of the rents of the Property, and (c) each tenant of the
Property shall pay all rents due and unpaid to Lender or Lender § agent on Lender’s written demand to the
tenant,

Borrower has not executed any prior assignment of the rents and has not- -and will not perform any act that

would prevent Lender from exercising its rights under this paragraph-17,
Lender shall not be required to enter upon, take control of or maintain' the Property before or after giving

notice of breach to Borrower. However, Lender or a _]lldlClally appointed receiver may do so at any time there
is a breach. Any application of rents shall not cure or waive any default or'invalidate any other right or
remedy of Lender. This assignment of rents of the Property shall termlrtate when the debt secured by the
Security Instrument is paid in full.
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18, Foreclosure Procedure. If Lender requires immediate payment in full under paragraph 9,

Lender may invoke the power of sale and any other remedies permitted by applicable law. Lender shall
o be entitled to collect all expenses incurred in pursuing the remedies provided in this paragraph 18,

mcludmg, but not limited to, reasonable attorneys’ fees and costs of title evidence.
; If Lender invokes the power of sale, Lender shall give written notice to Trustee of the occurrence of
an event of default and of Lender’s election to cause the Property to be sold. Trustee and Lender shall
take Such action regarding notice of sale and shall give such notices to Borrower and to other persons as
applicable law may require. After the time required by applicable law and after publication of the notice
of sale, Trustee, without demand on Borrower, shall sell the Property at public auction to the highest
hidderat the-time and place and under the terms designated in the notice of sale in one or more parcels
and in"any order Trustee determines. Trustee may postpone sale of the Property for a period or periods
permitted by apphcable law by public announcement at the time and place fixed in the notice of sale.
Lender or its designec may purchase the Property at any sale,

Trustee shall” dehver to the purchaser Trustee’s deed conveying the Property without any covenant
or warranty, expressed or implied. The recitals in the Trustee’s deed shall be prima facie evidence of the
truth of the statemerits made therein. Trustee shall apply the proceeds of the sale in the following order:
(a) to all expenses of the sale, including, but not limited to, reasonable Trustee’s and attorneys’ fees; {(b)
to all sums secured by this Security Instrument; and (c) any excess to the person or persons legally
entitled to it or to the clerk of the superior court of the county in which the sale took place.

If the Lender’s mterest inthis Security Instrument is held by the Secretary and the Secretary
requires immediate payment in full. under paragraph 9, the Secretary may invoke the nonjudicial power
of sale provided in the Single Family: Mortgage Foreclosure Act of 1994 ("Act") (12 U.S8.C. 3751 et seq.)
by requesting a foreclosure commissioner designated under the Act to commence foreclosure and to sell
the Property as provided in, the Act. Nothing in the preceding sentence shall deprive the Secretary of
any rights otherwise available to a Lender under this paragraph 18 or applicable law.

19. Reconveyance. Upon payment of alI sums secured by this Security Instrument, Lender shall request
Trustee to reconvey the Property afid-shall, surrender this Security Instrument and all notes evidencing debt
secured by this Security Instrument to Trustee Trustee shall reconvey the Property without warranty and
without charge to the person or persons legally entltled to it. Such person or persons shall pay any recordation
costs.

20. Substitute Trustee. In accerdance‘.u*i_th applicable law, Lender may from {ime to time appoint a
successor trustee to any Trustee appointed hereunder who has ceased to act. Without conveyance of the
Property, the successor trustee shall succeed to all the tltle power and duties conferred upon Trustee herein
and by applicable law. A ;

21. Use of Praperty. The Property is not used ﬁri_ﬁeipally. for agricultural or farming purposes.

22. Riders to this Security Instrument. If one or more'r_i_dérs are executed by Borrower and recorded
together with this Security Instrument, the covenants of each such rider shall be incorporated into and shall
amend and supplement the covenants and agreements of this Secunty Instrument as if the rider(s) were a part
of this Security Instrument. [Check applicabie box(es)]. S i

[_| Condominium Rider [ ] Growing Equity Rjder o EX] other [specify]
Planned Unit Development Rider || Graduated Payment erer : Single family FHA
& ¢ ‘Rider
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“BY SIGNING BELOW, Borrower accepts and agrees to the terms containe
and in any rider(s) executed by Borrower and recorded with it.

Wltpesses

(Seal)

-Borrower

(Seal)

-Barrower

{Seal)

-Borrower

STATE OF WASHINGTON County ofs 7 o

d in this Security Instrument

ARy C il

PHILLIP C. MILLS

-Borrower

(Seal)

-Borrower

{(Seal)

-Borrower

(Seal)

-Borrower

On this day personally appeared befon;mé PRILLIP C. MILLS

(Seal)

-Borrower

L.

to me known to be the individual(s) described in and who executed the within and foregoing instrument, and

acknowledged that he/sheithey i

ed the same as hls/her/thelr frae and voluntary act and deed, for the uses

275w e entyy 203

0774

at

My Appomtment Explres oh 3 _ /,(J7

T
for the State of Washington, residing
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SINGLE-FAMILY DEED OF TRUST RIDER - FHA & VA

Honse Key Program
Washington State Housing Finance Commission

Th‘is"kidéf, thade this day of , 20 , is artached and incorporated into and shall be deemed to

amend ‘and supp]erﬁent the Deed of Trust of the same date (the “Deed of Trust™) given by the undersigned (“Grantor) to
secuse its Note pfthe same date {the “Note’™) 1o _, as Trustee,
for the benef t of" {(the “Beneficiary”, which includes any

SUCCESSOI'S Or ass_lgn§ thereaf). The Property encumbered by the Deed of Trust shall be called the “Property.” The
Provisions of this-Rider shall-control any conflicting provisions in the Deed of Trust.

The following provisions ate hereby.incorporated into the Deed of Trust:

1. _Acceleration. As long. ds this. Deed of Trust is held by the Washington State Housing Finance Commission (the
“Commission™) or its trustee, or.$ecures or “backs™ a Government National Mortgage Association (“GNMA”™) mortgage pass-
through certificate, the Lender may, at Lender’s option, declare all sums secured by the Mortgage to be immediately due and
payable if Borrower omits or‘misfepresérits-a fact in an application for the Deed of Trust, including, without limitation,
anything contained in the Morigagor’s Affidavit executed by the Borrower in conjunction with this Deed of Trust. As an
alternate remedy, Beneficiary may increase the interest rate provided for in the Note in an amount not to exceed that
permitted by applicable law. For’ purposes this’ altcmate remedy only, “Beneficiary” shall not include the Commission or its
trustee.

The following paragraph is added concerning transfer of property and assumption procedures:
2. Transfer of Propertv: Assumptien, If all or any part of the Property or an interest therein is sold or transferred by
Borrower without Lender’s prior written cansent;-excluding
{a) the creation of a lien or encumbrance subordinate to this Deed of Trust,
(b) the creation of a purchase money security mterest for household appliances, or
(¢) a transfer by devise, descent or by operatmn of law upon the death of a joint tenant, Lender may, at Lender’s
option, declare all sums secured by this Deed of Trust to be lmmedlately due and payable. Lender shall waive
such option to accelerate if:
(A} the person to whom the Property is to be sold or transfcrred {the “Transferee §)
(1) has at the rime of such transfer an Annual Family Incomie (as defined below) not in excess of the then current
Maximum Annual Family Tocome as established by the Comrmssmn for persons and families in the statistical area
in which the Praperty is located;
(2) intends to use the Property as his or her principal re51dence w1thm su(ty (60) days of the date the Deed of Trust
is assumed and intends to maintain the residence as his or her prmc1pal res1dcnce as long as he or she is liable
under the Note; and
{3) has not, at any time during the three-year period ending on the date the Deed of Trust is assumed, had a present
ownership interest in a principal residence (except in the case of a restdence id“a Targeted Area as hereinafter
defined) unless Borrower at time this Deed of Trust was executed was not réquired‘to be a first-time homebuyer
pursuant to Section 143 of the Internal Revenue Code of 1986, and the regu[atlons thcrcunder {“Section 1437);
{B) the credit of the Transferee is satisfactory to the Lender;
{C) the entire unpaid principal amount of the Mortgage Loan will continue to be msured by a-private mortgage insurer
acceptable to the Commission;
(D) the assumption by the Transferee has been approved by the Commission; :
(E) on the date of transfer the Purchase Price (as defined below) of the Property does not exceed the Maximum Purchase
Price established by the Commission from time to time (for the same type of residence in the statlstlcal area in which the
Property is located) in accordance with Section 143;
(F) the Transferee executes a written agreement with the Lender assuming the obligations under the Note and Ihls Deed of
Trust; and
(G the Transferee executes such affidavits and documents as are necessary to assure the Lender that the requ1rements of thls
paragraph are satisfied. S

For purposes of the preceding paragraph, the following words and phrases have the following meanings: - L
(a) “Annual Family Income™ means gross monthly income multiplied by 12. Gross monthly mcome is the
sum of monthly gross pay; any additional income from overtime, part-time employment, bonuses socm]_..- _
security benefits. unemployment compensation, income from trusts and income received from: busmess L
invesiments. Information with tespect to gross monthly income may be obtained from available loan
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documents executed during the 4-month period ending on the date of closing of the mortgage, provided
_ o that any gross monthly income not included on the loan decuments must be taken into account.

T bY “Purchase Price” means the cost of acquiring a residence from the seller as a completed residential unit,
<. including (i) all amounts paid, either in cash or in kind, by the purchaser (or a related party or for the
-, benefit of the purchaser) to the seller (or a related party or for the benefit of the seller) as consideration
ifor the residence; (ii) if a residence is incomplete, the reasonable cost of completing the residence
. whether or not the cost of completing construction is to be financed with proceeds of the mortgage loan
-'secured by this Deed of Trust; and (iii}) where a residence is purchased subject to a ground rent, the
_~capitalized value of the ground rent; but excluding (i} the usual and reasonable settlement or financing
tosts, e.g., titling and transfer costs, title insurance, survey fees or other similar costs and credit reference
fees,. Jegal fees, appraisal expenses, “points” that are paid by the buyer or other costs of financing the
residence; -(ii) the value of services performed by the Borrower or members of the Borrower’s family in
completing the résidence; and (iii) the cost of land which has been owned by the Borrower for at least

two years prior to the date on which construction of the residence begins.
(©) “Targeted Area™ méans the areas within the State of Washington listed as Qualified Census Tracts, that
is, areas in.which at least.70% of the population makes 80% or Jess of the areas’ median family income or

areas designated hs.“Chironically distressed.”

3.Tax Covenants. The Borrower, covenants 1o execute an affidavit in order to comply with Section 143. The Borrower
covenants herein and in such Affidavit that:

(a} the residence is located if1 the State of Washington;

(b) at the time of execution. of this. Deed of Trust, Borrower has Annual Family Income not in excess of the
then current Maximum Aririzal Farﬁily’lncome as established by the Commission from time to time;

(c} Borrower will occupy such"reéidcn_ce as his or her principal residence with sixty (60) days of execution

of this Mortgage, will not use the residence in a trade or business, as an investment property or as a
recreational home, and intends t¢ use the résidence as his or her principal residence as long as
Borrower is liable under the Note;” -

(d) Borrower had no present ownershlp interest in a principal residence (other than the Property) during the
three-year period ending on the daté-of-execution of this Deed of Trust (unless the residence is in a
Targeted Area or Borrower was otherwise not requtred to be a first-time homeowner pursuant to
Section 143);

(e) the Purchase Price of the property does not- exceed the approprlate Maximum Purchase Price
established by the Comrnission from time to time,

(f) Borrower had no permanent morigage loan oni- the Property at any time prior to executing this Deed of
Trust; and

(g) the Borrower understands that if there is a continuous perlod of at least one year during which the

residence is not the principal residence of at least one of the Borrowers, then no deduction is allowed in
computing taxable income for interest that accrues with-respect to thlS Deed of Trust on or after the date
such one-year period began.

The Borrower covenants to take no action which would:
(a) cause the foregoing representations which evidence compllance with Section’ 143 to be untrue or
{b) in any way adversely affect the eligibility of this Deed of Trust and the Notf: for purchase by the
Commission under Section 143.

4. Failure to Purchase. The Borrower further agrees that should this Deed of Trust and the Nete seéﬂred hereby not be
eligible for purchase by the Commission within seventy-five (75) days of the date hereof (written statement of the trustee or
servicer for the Commission dated subsequent to such seventy-five (75) day period declining to purchase said Note and this
Deed of Trust being deemed conclusive proof of such ineligibility) the mortgagee or holder of said, Note may, at’ 1ts optlon
declare all sums secured hereby immediately due and payable. -

SIGNATURE OF BORROWER ﬁ/&lé‘/ o A DATE f_, z %,@5

SIGNATURE OF BORROWER DATE. e
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