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Horizon Bank - '
PO Box 580 »
Belhugham, WA 98227 0580

Assessor';s Parcel or ;l.clc':ount Number: 3812-007-003-0004
Abbreviated Legal Description:
Lots 1, 2 & 3 Blk 7 Queen Anne Add to the City of Anacortes

“TUEJH{ w l{ STVV ‘1‘ WL P‘ n am(. | al L)UVV 1t S [Include lot, block and plat or se¢tion, township and range]

Full legal description located oI page Additional Grantees located on page 7
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DEFINITIONS : : :

Words used in multiple sections of th1s document are defined below and other words are defined in
Sections 3, 11, 13, 18, 20 and 21. Cerl;am rules regardmg the usage of words used .in this document are
also provided in Section 16. 5

(A) "Security Instrument" means this document wh1ch is dated May 20, 12003 .
together with all Riders to this document. - .

(B) "Borrower" is Gene M Derig and Mamlyn Wells Derig, husband and wife

Borrower is the trustor under this Security Instrument.
(C) "Lender” is Horizon Bank
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___.,--"(i’).:-i"RESPA" means the Real Estate Settlement Procedures Act (12 U.S.C. Section 2601 et seq.) and its
.~ implementing regulation, Regulation X (24 C.F.R. Part 3500), as they might be amended from time to
* time, or any additional or successor legislation or regulation that governs the same subject matter. As used

/ in.this-Security Instrument, "RESPA" refers to all requirements and restrictions that are imposed in regard
* 1o.a "federally related mortgage loan" even if the Loan does not qualify as a "federally related mortgage
-_loan" under RESPA.
' (Q) "Successor in Interest of Borrower" means any party that has taken title to the *’roperty, whether or
not that party has assumed Borrower’s obligations under the Note and/or this Security Enstrument

TRANSFER OF RIGHTS IN THE PROPERTY

This Secunty Instrument secures to Lender: (i) the repayment of the Loan, and all rengwals, extensions and

modlﬁcauons of the Note and (ii) the performance of Borrower's covenants and agreements under this

Security Tnstrument and the Note. For this purpose, Borrower irrevocably grants and conveys to

Trustee, in trust wrth power of sale, the following described property located in the
County of Skagit :

[Type of Recordmg Junsdtcnon] [Name of Recording Jusisdiction]

Lots 1, 2 and 3,-Bleck- 7, "QUEEN ANNE ADDITION TO THE CITY OF

ANACORTES", according to the plat thereof recorded iniVolume 2 of

Plats, page 39.-records of Skagit County, Washington. iSituated in the

State of wash1ngton County of Skagit. j

Parcel ID Number: 3812-007-003-0004 . which currently has the address of

1302 K Ave [Street]

Anacortes .7 UGyl , Washington 98221 [Zip Code]
("Property Address™): |

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

BORROWER COVENANTS that Borrower is lawfully selsed 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 agamst all claims and
demands, subject to any encumbrances of record.

THIS SECURITY INSTRUMENT combines uniform covenants for nattonal se and non-uniform
covenants with limited variations by jurisdiction to constitute a umfonn secunty mstrument covering real

property.
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__.,---'Asébciation Dues, Fees, and Assessments, if any, be escrowed by Borrower, and such dues, fees and
'____..-ass‘essments shall be an Escrow Item, Borrower shall promptly furnish 1o Lender all notices of amounts to
+* ‘be paid under this Section. Borrower shall pay Lender the Funds for Escrow Items unless Lender waives
 Boirower’s obligation to pay the Funds for any or all Escrow Items. Lender may waive Borrower’s
: ‘bbllgatlon to pay to Lender Funds for any or all Escrow Items at any time. Any such waiver may only be
- .in writing. In the event of such waiver, Borrower shall pay directly, when and where payable the amounts
due for any Escrow Items for which payment of Funds has been waived by Lender anﬂ if Lender requires,
shal furnishi to Lender receipts evidencing such payment within such time period as Lender may require.
Borrower’s obligation to make such payments and to provide receipts shall for all purposes be deemed to
be & co'\'r‘enant and agreement contained in this Security Instrument, as the phrase "covenant and agreement”
is used in Section"9. If Borrower is obligated to pay Escrow Items directly, pursupnt to a waiver, and
Borrower fmls to pay.. the amount due for an Escrow Item, Lender may exercise its rights under Section 9
and pay sch amount aiid Borrower shall then be obligated under Section 9 to repay to Lender any such
amount. Lender may revoke the waiver as to any or ali Escrow Items at any time by a notice given in
accordance with, Séctmn 15°and, upon such revocation, Borrower shall pay to Lender all Funds, and in
such amounts, ‘that are then* required under this Section 3.

Lender may, at any ‘time, collect and hold Funds in an amount (a) sufficient to pérmit Lender to apply
the Funds at the time spec1ﬁed under RESPA, and (b) not to exceed the maximum amount a lender can
require under RESPA:" Lender shall estimate the amount of Funds due on the basi$ of current data and
reasonable estimates of expendltures of future Escrow Items or otherwise in rdance with Applicable
Law.

The Funds shall be held in ‘an institution whose deposits are msured by a federal agency,
instrumentality, or entity (mciudmg Lender if Lender is an institution whose deposits are so insured) or in
any Federal Home Loan Bank: Lender shall apply the Funds to pay the Escrow Items po later than the time
specified under RESPA. Lender shall not charge Borrower for holding and applying the Funds, annually
analyzing the escrow account, or-verifying the Escrow Items, unless Lender pays Botrower interest on the
Funds and Applicable Law permits Lender to make such a charge. Unless an agreement is made in writing
or Applicable Law requires interest to be pald on the Funds, Lender shall not be required to pay Borrower
any interest or earnings on the Funds, Borrower ‘and Lender can agree in writing, however, that interest
shall be paid on the Funds. Lender sha.ll gwe to Borrower, without charge, an annual accounting of the
Funds as required by RESPA.

If there is a surplus of Funds held in-escrow, as defined under RESPA, Lender shall account to
Borrower for the excess funds in accordance with RESPA. If there is a shortage of Funds held in escrow,
as defined under RESPA, Lender shall notify Borrower as.required by RESPA, and Borrower shall pay to
Lender the amount necessary to make up the shortage in accordance with RESPA, but in no more than 12
monthly payments. If there is a deficiency of Funds heéld-in escrow, as defined under RESPA, Lender shall
notify Borrower as required by RESPA, and Borrower shall pay to Lender the amount necessary to make
up the deficiency in accordance with RESPA, but in no'more than 12 monthly payments.

Upon payment in full of all sums secured by this Secunty Instrument Lender shall promptly refund
to Borrower any Funds held by Lender.

4. Charges; Liens. Borrower shall pay all taxes, assessments charges ﬁmes and impositions
attributable to the Property which can attain priority over this Security Instrument, leasehold payments or
ground rents on the Property, if any, and Community Association Dues, Fees, and Assessments, if any. To
the extent that these items are Escrow Items, Borrower shall pay-them in' the manner provided in Section 3.
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hold such insurance proceeds until Lender has had an opportunity to inspect such Property to ensure the
_____.-w_cﬁrk has been completed to Lender’s satisfaction, provided that such inspection -shall be undertaken
* /promptly. Lender may disburse proceeds for the repairs and restoration in a single payment or in a series

* of progress payments as the work is completed. Unless an agreement is made in writing or Applicable Law
' ‘fequires. interest to be paid on such insurance proceeds, Lender shall not be required to pay Borrower any
»_-interest--of. earnings on such proceeds. Fees for public adjusters, or other third :parties, retained by

~ Borrower shall not be paid out of the insurance proceeds and shall be the sole obligation of Borrower. If
the restoration: or repair is not economically feasible or Lender’s security would be lessened, the insurance
proceeds shall be-applied to the sums secured by this Security Instrument, whether or not then due, with
the excess, 1f any, pald to Borrower. Such ihsurance proceeds shall be applied in the order provided for in

Section 2. '

If Borrowet abandons the Property, Lender may file, negotiate and settle any available insurance
claim and’ related ‘matteis. If Borrower does not respond within 30 days to a notice from Lender that the
insurance carrier has offered to settle a claim, then Lender may negotiate and settle the claim. The 30-day
period will begin when the notice is given. In either event, or if Lender acquires the Property under
Section 22 orotlierwise, Borrower hereby assigns to Lender (a) Borrower’s rights to any insurance
proceeds in an amount-not to exceed the amounts unpaid under the Note or this Security Instrument, and
(b) any other of Borrower’s rights (other than the right to any refund of upearned premiums paid by
Borrower) under all jnsurance p611c1cs covering the Property, insofar as such rights are applicable to the
coverage of the Property. Lender may use the insurance proceeds either to repair or restore the Property or
to pay amounts unpaid under the Note or this Security Instrument, whether or not then due.

6. Occupancy. Borrower shalf occupy, establish, and use the Property as Borrower’s principal
residence within 60 days after- the execution of this Security Instrument and shall cqntmue to occupy the
Property as Borrower’s principal remdence for at least one year after the date of occupancy, unless Lender
otherwise agrees in writing, which’consent shall not be unreasonably withheld, or unless extenuating
circumstances exist which are beyond Bottower’s control.

7. Preservation, Maintenance and Protection of the Property; Inspectlonsb Borrower shall not
destroy, damage or impair the Property allow the Property to deteriorate or commit waste on the
Property. Whether or not Borrower is rc51d1ng in the Property, Borrower shall maintain the Property in
order to prevent the Property from detenoraxmg or decreasing in value due to its condition. Unless it is
determined pursuant to Section 5 that repair or restoration is not economically feasible, Borrower shall
promptly repair the Property if damaged to avoid further deterioration or dampage. If insurance or
condemnation proceeds are paid in connection. with damage to, or the taking of, th¢ Property, Borrower
shall be responsible for repairing or restoring. the Property-only if Lender has rclcased proceeds for such
purposes. Lender may disburse proceeds for the repairg___ and r@s{tgration in a single pay|ment or in a series of
progress payments as the work is completed. If the insurance ‘or. condemnation proceeds are not sufficient
to repair or restore the Property, Borrower is not reheved of Borrower s obligation for the completion of
such repair or restoration.

Lender or its agent may make reasonable entnes upon and inspections of thﬁ: Property. If it has

reasonable cause, Lender may inspect the interior of the 1mprovements on the Property. Lender shall give
Borrower notice at the time of or prior to such an interior inspection specifying such reasonable cause.

8. Borrower’s Loan Application. Borrower shall be in default if, during the Loan application
process, Borrower or any persons or entities acting at the. direction of .Borrower or with Borrower’s
knowledge or consent gave materially false, misleading, or inacourate information or statements to Lender
(or failed to provide Lender with material information) in conmection’ with . the Loan. Material
representations include, but are not limited to, representations ooncemmg Borrower s occupancy of the
Property as Borrower’s principal residence. . .
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~" ¢ As a result of these agreements, Lender, any purchaser of the Note, another inburer, any reinsurer,
" _any other entity, or any affiliate of any of the foregoing, may receive (directly or indirectly) amounts that
"+ derivefrom (or might be characterized as) a portion of Borrower’s payments forM rtgage Insurance, in
; exchange for sharing or modifying the mortgage insurer’s risk, or reducing:losse. If such agreement

.pfowdes that an affiliate of Lender takes a share of the insurer’s risk in exchang or a share of the

: prermums aid to the insurer, the arrangement is often termed "captive reinsurance." er:

(a) Any.such agreements will not affect the amounts that Borrower has| agreed to pay for
Mortgage Insurance, or any other terms of the Loan. Such agreements will not increase the amount
Borrower will owe for Mortgage Insurance, and they will not entitle Borrower to any refund.

“(b).Any such agreements will not affect the rights Borrower has - if any -| with respect to the
Mortgage Insurance under the Homeowners Protection Act of 1998 or any ﬂtheh' law. These rights
may include the’ right to receive certain disclosures, to request and obtain icancellation of the
Mortgage Insurance, to have the Mortgage Insurance terminated automatically,;and/or to receive a
refund of any Mortgage Insurance premiums that were unearned at the time of $uch cancellation or
termination. .

11. Assignment: of- Mlscellaneous Proceeds; Forfeiture, All Miscellaneous Proceeds are hereby
assigned to and shall be paid to Lender.

If the Property is damaged, such Miscellaneous Proceeds shall be applied to restoration or repair of
the Property, if the restoration or repair is economically feasible and Lender's security is not lessened.
During such repair and restoration period, Lender shall have the right to hold sych Miscellaneous Proceeds
until Lender has had-‘an-opportunity to inspect such Property to ensure the work has been completed to
Lender’s satisfaction, prov1dcd that such inspection shall be undertaken prompdly. L:jfder may pay for the

repairs and restoration in a smgle disbursement or in a series of progress! payments as the work is
completed. Unless an agreement is made.in writing or Applicable Law requires interest to be pald on such
Miscellaneous Proceeds, Lender shall-not be requlred to pay Borrower any interest|or earnings on such
Miscellaneous Proceeds. If the restoration or repair is not economically feasible or- Lender’s security would
be lessened, the Miscellaneous Proceeds shall be applied to the sums secured by this|Security Instrument,
whether or not then due, with the excess; if any, paid to Borrower. Such Mlsoellaneqsus Proceeds shall be
applied in the order provided for in‘Section 2. -

In the event of a total taking,"destruction, or loss in value of the Property, the Miscellaneous
Proceeds shall be applied to the sums secured by thxs Security Instrument, whether gr not then due, with
the excess, if any, paid to Borrower. = :

In the event of a partial taking, destrucnon or loss in value of the Property in which the fair market
value of the Property immediately before the partial taking, destruction, or loss in value is equal to or
greater than the amount of the sums secured by this Security Instrument immediately before the partial
taking, destruction, or loss in value, uniess. Borrower and Lender otherwise agree in writing, the sums
secured by this Security Instrument shall be:'reduced by the amount of the Mlsce.llaneous Proceeds
multiplied by the following fraction: (a) the total ameunt-of the sums secured immediately before the
partial taking, destruction, or loss in value divided By (b):the fair market value of the Property
immediately before the partial taking, destruction, or loss in value. Any balance shall be paid to Borrower.

In the event of a pamal takmg, destruction, or’ loss in value of the Propeny in thch the fair market
amount of the sums secured 1mmcd1ately before the pamai takmg, destrucnon or loss in value, unless
Borrower and Lender otherwise agree in writing, the Miscellaneous Proceeds shall b? applied to the sums
secured by this Secunty Instrument whether or not the sums are then due.

If the Property is abandoned by Borrower, or if, after notice.by Lender tp Borrower that the
Opposing Party (as defined in the next sentence) offers to make an award 10, setfle h claim for damages,
Borrower fails to respond to Lender within 30 days after the dateé the notlce is piven,  Lender is authorized
to collect and apply the Miscellaneous Proceeds either to restoration of repairof lﬁe Property or to the
sums secured by this Security Instrument, whether or not then due. Opposmg Party means the third party
that owes Borrower Miscellaneous Proceeds or the party against whom Borrowcr has a right of action in
regard to Miscellaneous Proceeds. . : ;
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* _notice address if sent by other means. Notice to any one Borrower shall constitute natice to all Borrowers
- unless Applicable Law expressly requires otherwise. The notice address shall be the Property Address
“ " unless Borrower has designated a substitute notice address by notice to Lender. Borrower shall promptly
‘notify Lender of Borrower’s change of address. If Lender specifies a procedure for reportmg Borrower’s
change of address, then Borrower shall only report a change of address through that|specified procedure.
- There-may- be only one designated notice address under this Security Instrument aﬂ any one time. Any
*-notice. 16 Lender shall be given by delivering it or by mailing it by first class mail to Lender’s address
stated herein ‘unless Lender has designated another address by notice to Borrower. Any notice in
connection with this Security Instrument shall not be deemed to have been given to Lender until actually
received by Lender. If any notice required by this Security Instrument is also rcquured under Applicable
Law, the Appllcable Law requirement will satisfy the corresponding requirement| under this Security
Instrurhent, :

16. Govemmg Law; Severability; Rules of Construction. This Security Instrument shall be
governed by federal law and the law of the jurisdiction in which the Property is logated. All rights and
obligations contained.‘in“this Security Instrument are subject to any requirements and limitations of
Applicable Law, Appllcable Law might explicitly or implicitly allow the parties to agree by contract or it
might be silent, but.such silence shall not be construed as a prohibition against agreement by contract. In
the event that any provision or clause of this Securlty Instrument or the Note conflicts with Applicable
Law, such conflict shall not-affect other prov:srons of this Security Instrumeut or thb Note which can be
given effect without the conflicting provision.

As used in this .Security-Instrument: (a) words of the masculine gend T shall mean and include
corresponding neuter: ‘words ‘or. words of the feminine gender (b) words in the singular shall mean and
include the plural and v1ce versa; and (c) the word "may" gives sole drscretnmh wnth ut any obligation to
take any action.

17. Borrower’s Copy Borrower shall be given one copy of the Note and of this Secunty Instrument,

18, Transfer of the Property ot a Beneficial Interest in Borrower. As used in this Section 18,
"Interest in the Property™ means any legal or beneficial interest in the Property, including, but not limited
to, those beneficial interests transferred in a bond for deed, contract for deed, installment sales contract or
escrow agreement, the intent of which is the transfer of title by Borrower at a future date to a purchaser.

If all or any part of the Propeity or-any Interest in the Property is sold or trans“fjrred (or if Borrower
is mot a natural person and a beneficial interest in Borrower is sold or transferred) without Lender’s prior
written consent, Lender may require 1mmed.1ate payment in full of all sums secured by this Security
Instrument. However, this option shall not be exercised by Lender if such exercﬁse is prohibited by
Applicable Law.

If Lender exercises this option, Lender shall give Borrower notice of acceloration The notice shall
provide a period of not less than 30 days from the date the notice is given in accordance with Section 15
within which Borrower must pay all sums secured by this Security Instrument. If Borrower fails to pay
these sums prior to the expiration of this period, Lender may invoke any remedles permitted by this
Security Instrument without further notice or demand on Borrower.

19. Borrower’s Right to Reinstate After Acceleration, If Borrower meets certain conditions,
Borrower shall have the right to have enforcement of ‘this Security Instrument dmscinunued at any time
prior to the earliest of: (a) five days before sale of the Property pursuant to any power of sale contained in
this Security Instrument; (b} such other period as Apphcable Law.might specify far the termination of
Borrower’s right to reinstate, or (c) entry of a judgment enforcing this Security Instrument. Those
conditions are that Borrower: (a) pays Lender all sums which then. would be due under this Security
Instrument and the Note as if no acceleration had occurred; {b} cures any-default of any other covenants or
agreements; (c) pays all expenses incurred in enforcing this Security Instrument, including, but not limited
to, reasonable attorneys’ fees, property inspection and valuation -fees, and other fees incurred for the
purpose of protecting Lender’s interest in the Property and rights under this Secu;nty Instrument; and (d)
takes such action as Lender may reasonably require to assure that Lender s interest|in the Property and
rights under this Security Instrument, and Borrower’s obhgatlon to pay the sums seciired by this Security
Instrument, shall continue unchanged. Lender may require that Borrower pay such reinstatement sums and
expenses in ope or more of the following forms, as selected by Lender (a) cash )}, money order; (c)
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release of any Hazardous Substance, and (c) any condition cavsed by the presence, use or release of a

'____.Hs_;_iardous Substance which adversely affects the value of the Property. If Borrower learns, or is notified
< by any“govemmental or regulatory authority, or any private party, that any removal or other remediation

“of. any-Hazardous Substance affecting the Property is necessary, Borrower shall promptly take all necessary
* remedial-actions in accordance with Environmental Law. Nothing herein shall create any obligation on
e Lender for an. Environmental Cleanup.
' ‘NON-UNIFORM COVENANTS. Borrower and Lender further covenant and ag e as follows:

| 22. Acceleration; Remedies. Lender shall give notice to Borrower pnmr to acpeleration following
Bormwer § breach of any covenant or agreement in this Security Instmmen ut not prior to
acceleratmn under Section 18 unless Applicable Law provides otherwise). The notjcd shall specify: (a)
the default (b) the action required to cure the default; (c) a date, not less than 30| days from the date
the notlce is'given to Borrower, by which the default must be cured; and (d) that failure to cure the
default on or before the. date specified in the notice may result in acceleration of the sums secured by
this Security Instrument and sale of the Property at public auction at a date not l¢ss than 120 days in
the future. The rotice shall further inform Borrower of the right to reinstate after acceleration, the
right to bring-a court action to assert the non-existence of a default or any other defense of Borrower
to acceleration and sale, and _any other matters required to be included in the notice by Applicable
Law, If the default is not cured on or before the date specified in the notice, Lender at its option,
may require immediate pa__yment in full of all sums secured by this Security Instrument without
further demand and may invoke: the power of sale and/or any other remedies permitted by
Applicable Law. Lender shall be entitled to collect all expenses incurred jin pursuing the remedies
provided in this Section 22 mcludmg but not limited to, reasonable attomeys’ fm and costs of title
evidence.

If Lender invokes the power nf 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 regardmg notice of sale and shall give such notices to Borrower
and to other persons as Apphcable Law may require. After the time reguired by Appllcable Law and
after publication of the notice of sale, Trustee, without demand on Borrower,. sh?ll sell the Property
at public auction to the highest bidder at 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. Trusteg may postpone sale
of the Property for a period or periods penmtted by Applicable Law by public apnouncement at the
time and place fixed in the notice of sale. Lender or its designee may purchase the Property at any
sale.

Trustee shall deliver to the purchaser Trustee’s: deed conveying the Property without any
covenant or warranty, expressed or implied. The recltals in the Trustee’s deed s{hall be prima facie
evidence of the truth of the statements made therein. Trustee shall apply the proceeds of the sale in
the following order: (a) to all expenses of the sale, mcludmg, but not limited to, neasonable Trustee’s
and attorneys’ fees; (b) te all sums secured by ﬂ'llS Security Instrument, and (¢) any excess to the
person or persons legally entitled to it or to the clerk.of I;he supermr court of the county in which the
sale took place,

23, Reconveyance. Upon payment of all sums secured by this Secunty Instrument, Lender shall
request Trustee to reconvey the Property and shall surrender this-Security Instrument and all notes
evidencing debt secured by this Security Instrument to Trustee. ‘Tr(’istnc shall reconvey the Property
without warranty to the person or persons legally entitled to it. Such pcrson or pe rsons shall pay any
recordation costs and the Trustee’s fee for preparing the reconveyance. :

24, Substitute Trustee. In accordance with Applicable Law, Lender may from‘£me to time appoint

a successor trustee to any Trustee appointed hereunder who has oeased to act. Withogt conveyance of the
Property, the successor trustee shall succeed to all the title, power ‘and dutlcs
herein and by Applicable Law. .
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_STATE OF WASHINGTON } ss:
_County of Skagit '
'+ On this day personally appeared before me Gene M Derig and Marilyn We1 1s Derig

to me known to be the individual(s) described in and who executed the within and foregoing instrument,
and’ acknowledged that he/she/they signed the same as his/her/their free and voluntary act and deed, for the
uses and purposes therein mentioned.
GIVEN under my hand and official seal this 21st day of May 2003
- \\‘\““"M"‘
7 ¢\\\\$T§\ A He »,,'
o SoEEio 53;.5_99 %

o
»

'Cz‘lﬁé - \2 Helbead

Notary Public in and for the State of Washmgton residing at

AnacortesWA L
My Appointment Expn‘esion (V iy a2 OO e
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