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* Retumn To: - -
Horizon Bank
P:0. Box 580.

Betlingham, WA 98227

Assessor; Parcel or Account Number: 360301-2-003-0200,
Abbreviated Legal Description:
Lts 2&3, Short Plat-No. 96-0106, Pin. NWQ of S1,T36N,R3EWM

[Include lot, block and plat or section, township and range] Full legal description located on page 3
Trustee: Westward Financial Services

[Space Above This Line For Recording Data]

DEED OF TRUST

DEFINITIONS :

Words used in multiple sections of thls document are defined below and other words are defined in
Sections 3, 11, 13, 18, 20 and 21. Certain’ rules regardmg the usage of words used in this document are
also provided in Section 16. i

(A) "Security Instrument” means this dccumem whlch is dated November 2, 2004 ,
together with all Riders to this document. = "

(B) "Borrower" is Joel Callahan and-Debra Callahan, husband and wife

Borrower is the trustor under this Security Instrument.
(C) "Lender" is Horizon Bank
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__1_...(1';)':.1"RESPA" means the Real Estate Settlement Procedures Act (12 U.S.C. Section 2601 et seq.) and its
'____..i-'mplementing regulation, Regulation X (24 C.F.R. Part 3500), as they might be amended from time to

-~ time, of any additional or successor legislation or regulation that governs the same subject matter. As used

fin thls Security Instrument, "RESPA" refers to all requirements and restrictions that are imposed in regard
S 1o a "federally related mortgage loan" even if the Loan does not qualify as a "federally related mortgage
_!oan “upder RESPA.
" (Q) "Successor in Interest of Borrower" means any party that has taken title to the Property, whether or
ndt that pany has assumed Borrower’s obligations under the Note and/or this Security Instrument.

TRANSFER OF RIGHTS IN THE PROPERTY
This Secunty Instrument secures to Lender: (i) the repayment of the Loan, and all renewals, extensions and
modlflcations ‘of-theNote; and (ii) the performance of Borrower’s covenants and agreements under this
Security Instrument and. the Note. For this purpose, Borrower irrevocably grants and conveys to
Trustee, in 1rust “with power of sale, the following described property located in the
LCounty of Skagit :
[Type of Re_cordmg Jurisdiction] [Name of Recording Jurisdiction]
Lots 2 and 3, SHORT.-PLAT NO. 96-0106, approved June 4, 1997, recorded
June 5, 1997 in Velume 13 of Short Plats, Pages 2 and 3 under Auditor’s
File No. 9706050026,-and being a portion of the South Quarter of the
Northwest Quarter’ of Section 1. Township 36 North. Range 3 East of the
Willamette Mer1d1en Situated in Skagit County. Wash1ngton

Parcel ID Nember: 360301-7-003-02 DU which currently has the address of
276 Lake Samish Rd » e [Street]

BelTingham ' - [Ciy] , Washington 98226 [Zip Code]
("Property Address”):

TOGETHER WITH all the improvements new or.hereafter erected on the property, and all
easements, appurtenances, and fixtures now or hereéfter' a f;art‘bf the property. All replacements and
additions shall also be covered by this Security Instrument AH “of Ihe foregoing is referred to in this
Security Instrument as the "Property."

BORROWER COVENANTS that Borrower is lawful]y 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 against all claims and
demands, subject to any encumbrances of record.,

THIS SECURITY INSTRUMENT combines uniform covenants for natlonal use and non-uniform
covenants with limited variations by jurisdiction to constitute a umform secunly mstrument covering real
property.
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" _Association Dues, Fees, and Assessments, if any, be escrowed by Borrower, and such dues, fees and

____.--asséssments shall be an Escrow Item. Borrower shall promptly furnish to Lender all notices of amounts to
< be paid. under this Section. Borrower shall pay Lender the Funds for Escrow Items unless Lender waives

B__er:(jwér’s obligation to pay the Funds for any or all Escrow Items. Lender may waive Borrower’s
* iobligation 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 and, if Lender requires,
shall furnish to Lender receipts evidencing such payment within such time period as Lender may require.
Borrower’s abligation to make such payments and to provide receipts shall for all purposes be deemed to
be # covenant and dgreement contained in this Security Instrument, as the phrase "covenant and agreement”
is used in Section® 9. If Borrower is obligaied to pay Escrow Items directly, pursuant to a waiver, and
Borrower Tails. to pay the amount due for an Escrow Item, Lender may exercise its rights under Section 9
and pay stich amount arid Borrower shall then be obligated under Section 9 to repay to Lender any such
amount. Lender | rnay revoke the waiver as to any or all Escrow Items at any time by a notice given in
accordance with Secnon 15.and, upon such revocation, Borrower shall pay to Lender all Funds, and in
such amounts, that’ are then’ requ1red under this Section 3.

Lender may, at any time, collect and hold Funds in an amount {a} sufficient to permit Lender to apply
the Funds at the time sp_e'cifxed 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 basis of current data and
reasonable estimates of ‘expenditiires of future Escrow Items or otherwise in accordance with Applicable
Law. D :

The Funds shall be held in ‘an institution whose deposits are insured by a federal agency,
instrumentality, or entity (ilicludmg 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 no later than the time
specified under RESPA. Lender shaH not charge Borrower for holding and applying the Funds, annually
analyzing the escrow account, o1 verlfymg the Escrow Items, uniess Lender pays Borrower 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 shall glve to Borrower, without charge, an annual accounting of the
Funds as required by RESPA. :

If there is a surplus of Funds heldin’ escrow, as defined under RESPA, Lender shall account to
Borrower for the excess funds in accordance W1th RESPA. If there is a shortage of Funds held in escrow,
as defined under RESPA, Lender shall notlfy Borrower as, réquired by RESPA, and Borrower shall pay to
Lender the amount necessary to make up the shortage in accorda.nce with RESPA, but in no more than 12
monthly payments. If there is a deficiency of Funds held-in escrow, as defined under RESPA, Lender shall
notify Borrower as required by RESPA, and Borrdwe_f shall p‘af 10 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, a.ssessments - charges, fines, and impositions
attributable to the Property which can attain priority over th1s Securlty Instrument, leasehold payments or
ground rents on the Property, if any, and Community Assocmuon Dues; Fees, and Assessments, if any. To
the extent that these items are Escrow Items, Borrower shall pay-therii 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

o "otk 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
réqui'res interest to be paid on such insurance proceeds, Lender shall not be required to pay Borrower any
1-.__1nteresr .or. earnings on such proceeds. Fees for public adjusters, or other third parties, retained by
" Botrower shall not be paid out of the insurance proceeds and shall be the sole obligation of Borrower. If
the restoratron;.or repair is not economically feasible or Lender’s security would be lessened, the insurance
proééeds shall be applied to the sums secured by this Security Instrument, whether or not then due, with
the ‘excess, if any pald to Borrower. Such insurance proceeds shall be applied in the order provided for in
Section 2.

If Borrower abandons the Property, Lender may file, negotiate and settle any available insurance
claim and-related matters, 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 cither event, or if Lender acquires the Property under
Section 22 or: otherw1se 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 unearned premiums paid by
Borrower) under all ulsurance polrcres covering the Property, insofar as such rights are applicable to the
coverage of the Property. Linder may use the insurance proceeds either (o 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 shall occupy, establish, and use the Property as Borrower’s principal
residence within 60 days after-the execution of this Security Instrument and shall continue to occupy the
Property as Borrower’s principal residence 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 béyond | Borrower s control.

7. Preservation, Maintenance and Protectlon of the Property; Inspections. 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 residing i the Property, Borrower shall maintain the Property in
order to prevent the Property from deterloratlng or decreasing in value due to its condition. Unless it is
determined pursuant to Section 5 that repair of restoration is not economically feasible, Borrower shall
promptly repair the Property if damaged to avoid further deterioration or damage. If insurance or
condemnation proceeds are paid in connection: with damage to, or the taking of, the Property, Borrower
shall be responsible for repairing or restoring. the Property-only if Lender has released proceeds for such
purposes. 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. If the insurdnce ‘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. :

YLender or its agent may make reasonable entnes upon and mspectlons of the Property. If it has
reasonable cause, Lender may inspect the interior of the improveriients ‘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 defauit if, during the Loan application
process, Borrower or any persons or entities acting at thé. drrectlon of Borrower or with Borrower’s
knowledge or consent gave materially false, misleading, or inaceuraté mformatlon or statements to Lender
(or failed to provide Lender with material information) in connection: with the Loan. Material
representations include, but are not limited to, representations concernmg 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 insurer, any reinsurer,
. '_any other entity, or any affiliate of any of the foregoing, may receive (dlrectly or indirectly) amounts that

. derive.from (or might be characterized as) a portlon of Borrower’s payments for Mortgage Insurance, in

1-"exchange for sharing or modifying the mortgage insurer’s risk, or reducing losses. If such agreement

F prov1des that an affiliate of Lender takes a share of the insurer’s risk in exchange for a share of the

 premimns paid to the insurer, the arrangement is often termed "captive reinsurance.” Further:

7 (ay 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 te 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 other law. These rights
may include the right to receive certain disclosures, to request and obtain cancellation 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 such 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 such Miscellaneous Proceeds
until Lender has had.4n opportumty to inspect such Property to ensure the work has been completed to
Lender’s satisfaction, provided that.such inspection shall be undertaken promptly. Lender may pay for the
repairs and restoration in a single 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 paid on such
Misceflaneous Proceeds, Lender shall.not be required to pay Borrower any interest or ecarnings on such
Miscellaneous Proceeds. If the restoration or repair is not economically feasible or Lender’s security would
be lessened, the Miscellaneous Proceéds 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 Miscellaneous Proceeds shall be
applied in the order provided for in-Section 2. .

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

In the event of a partial taking, destrucuon ‘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, unless Borrower and Lender otherwise agree in writing, the sums
secured by this Security Instrument shall be.reduced by ‘the amount of the Miscellaneous Proceeds
multiplied by the following fraction: (a) the total amount-of. the sums secured immediatcly 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, of loss in value. Any balance shall be paid to Borrower.

In the event of a partial taking, destruction, or:loss in value of the Property in which the fair market
value of the Property immediately before the partial takmg, destruction, or loss in value is less than the
amount of the sums secured immediately before the partial taking, destruction, or loss in value, unless
Borrower and Lender otherwise agree in writing, the Miscellanéous Proceeds shall be applied to the sums
secured by this Security Instrument whether or not the sums are then due.:

If the Property is abandoned by Borrower, or if, after notice by Lender to Borrower that the
Opposing Party (as defined in the next sentence) offers to make an award 10 settle a claim for damages,
Borrower fails to respond to Lender within 30 days after the date the notice.is given, Lender is authorized
to collect and apply the Miscellaneous Proceeds either to restoration of repair-of the Property or to the
sums secured by this Security Instrument, whether or not then due. "Opposing Party” means the third party
that owes Borrower Miscellaneous Proceeds or the party against whom Borrower has a right of action in
regard to Miscellaneous Proceeds. : EA
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“ _notice address if sent by other means. Notice to any one Borrower shall constitute notice to all Borrowers

"unless Applicable Law expressly requires otherwise. The notice address shall be the Property Address

' “nnless 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 reporting Borrower’s

; change of address, then Borrower shall only report a change of address through that specified procedure.
- There mdy-be only one designated notice address under this Security Instrument at any one time. Any
«-notice to-Lerder 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 required under Applicable
Law, the’ Apphcable Law requirement will satisfy the corresponding requirement under this Security
Instruimerit. :

16. Governmg Law; Severability; Rules of Construction. This Securlty Instrument shall be
governed by federal law and the law of the jurisdiction in which the Property is located. All rights and
obligations contained -inthis Security Instrument are subject to any requirements and limitations of
Applicable Law, Apphcable Law might explicitly or implicitly allow the parties to agree by conitract or it
might be silent, but such silence shall not be construed as a prohibition against agreement by contract. In
the event that ainy"'prd\"fision' or clause of this Security Instrument or the Note conflicts with Applicable
Law, such conflict shall‘not.affect other provisions of this Security Instrument or the Note which can be
given effect without the conflicting provision.

As used in this Seeurity Imstrument: (a) words of the masculine gender shall mean and include
corresponding neuter: words ot WOIdS of the feminine gender (b} words in the singular shall mean and
include the plural and vice versa; and (c) the word "may" gives sole discretion without any obligation to
take any action.

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

18. Transfer of the Property or 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. thé transfer of title by Borrower at a Tuture date to 2 purchaser.

If all or any part of the Property or any Interest in the Property is sold or transferred (or if Borrower
is not a natural person and a beneficial interest in Borrower is sold or transferred) without Lender’s prior
written consent, Lender may require immediate .payment in full of all sums secured by this Security
Instrument., However, this option shal] not be exermsed by Lender if such exercise is prohibited by
Applicable Law.

If Lender exercises this option, Lender shall give Borrower notice of acceleration. 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 remedies 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 ofthis Security Instrument discontinued 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 Applicable’Law_might specify for the termination of
Borrower’s right to reinstate; or (¢) entry of a judgment enforemg 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 Imstrument, 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 Security Instrument; and (d)
takes such action as Lender may reasonably require to assure that Lender §:interest in the Property and
rights under this Security Instrument, and Borrower’s obhgat:on to pay the sums secured by this Security
Instrument, shall continue unchanged Lender may require that Borrower pay such reinstatement sums and
expenses in one or more of the following forms, as selected by Lender (a) cash (b) money order; (c)
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© _feléase of any Hazardous Substance, and {(c) any condition caused by the presence, use or release of a

.~ Hazardous Substance which adversely affects the value of the Property. If Borrower learns, or is notified
o by any governmental or regulatory authority, or any private party, that any removal or other remediation

¢ o any-Hazardous Substance affecting the Property is necessary, Borrower shall promptly take all necessary
4 ‘rer_nedlal actions in accordance with Environmental Law. Nothing herein shall create any obligation on
L Lendér__:f-or_an Environmental Cleanup.
© 7 NON-UNIFORM COVENANTS, Borrower and Lender further covenant and agree as follows:

© 22, Acceleratlon, Remedies. Lender shall give notice to Borrower prior to acceleration following
Borrower’s breach of any covenant or agreement in this Security Instrument (but not prior to
accelerition under Section 18 unless Applicable Law provides otherwise). The notice 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 notice lS ‘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 less than 120 days in
the future. The notu:e 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)m'em 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 in pursuing the remedies
provided in this Section’ 22 mcludmg, _but not limited to, reasonable attorneys’ fees and costs of title
evidence, '

If Lender invokes the puwer 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 regardmg notice of sale and shall give such notices to Borrower
and to other persons as Appllcable Law may require. After the time required by Applicable Law and
after publication of the notice of sa]e, Trustee, without demand on Borrower, shall sell the Property
at public auction to the highest bidder at the,tlme and place and under the tertns designated in the
notice of sale in one or more parcels r’mﬂ inany order Trustee determines. Trustee may postpone sale
of the Property for a period or periods perrmtted by Applicable Law by public announcement 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 recitals in the Trustee’s deed shall 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, 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 superror court of the county in which the
sale took place.

23. Reconveyance. Upon payment of all sums secured by this: Securlty 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 Trustce Tmstee shall reconvey the Property
without warranty to the person or persons legally entitled to“it. Siich” person or persons 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 time to time appoint
a successor trustee to any Trusiee appointed hereunder who has ceased to act. Wrthout conveyance of the
Property, the successor trustee shall succeed to all the title, power- and dutles conferred upon Trustee
herein and by Applicable Law. ¢
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"+ _STATE OF WASHINGTON } S83
7 Comty of SKAGHT
~* '/ Onthis day personally appeared before me Joel Callahan and Debra Callahan

‘L B
o o i

to'i_rfie_kn(__;Wil_. to be the individual(s) described in and who exgeuted the within and foregoing instrument,
and-acknowledged that he/shegned the same as his!heree and voluntary act and deed, for the

uses and purposes therein mentioned. A
GIVEN under in;,_".-.hand and official seal this ‘:_'SJJL day of W,QU{W\J?{L N Y.
MARCIE K. PALECK

}ilaﬂdj hfi&uﬁ

Notary Public in and for the State of Washington, residing at

+ Ueowan

My Appointment Expires on

Cetolee 1S, 200%
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