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Secured Party. 

5. Representations and Wananties. The Debtor represents and wanants as follows:

a. Except for the security interest granted hereby, the Debtor is the owner of the Collateral free
from any adverse lien, security interest, or encumbrance, and the Debtor will defend the
Collateral against all claims and demands of all persons at any time claiming the same or any
interest therein.

b. Debtor's principal residence and the place where it keeps his records concerning the
Collateral is

c. The Collateral constitutes one hundred percent (100%) of the issued and outstanding
membership interests in NORTHWEST WATER SERVICES, LLC, a Washington limited liability
company on the date hereof.

6. Events of Default. The occunence of any of the following events shall constitute an "�vent of
Default" under this Agreement: 

a. An "Event of Default" as defined in the Note shall have occuned and be continuing; or

b. Any material representation or warranty made by Debtor herein shall prove to have been
incorrect, false or misleading in any material respect when made; or

c. Debtor shall fail to perform or observe any other material term, covenant or agreement
contained herein on its part to be performed or observed and any such failure shall remain
unremedied for a period often (10) days after receipt of written notice from the Secured Party
or such longer period as the Debtor shall diligently and in good faith be attempting to cure
such failure.

7. Secured Party's Rights and Remedies.

a. Exclusive of Default. Until default, Debtor may have possession of the Collateral and use it
in any lawful manner not inconsistent with this Agreement and not inconsistent with any
policy of insurance thereon. Without limiting the generality of the foregoing, the Debtor shall
be entitled to all rights of a member of NORTHWEST WATER SERVICES, LLC, a Washington
limited liability company, including but not limited to the right to vote all or any portion of
the membership interest constituting Collateral hereunder, the right to participate in the
management of said limited liability company, and the right to receive any and all
distributions made to the members of said limited liability company from time to time.

b. Upon Default. Upon the occUITence of a default, and at any time thereafter during the
continuance thereof, Secured Party shall, subject to Section 7.c hereof, have the following
rights and remedies, which rights and remedies shall be cumulative and not exclusive of each
other:

1. Secured Party shall have all of the rights and remedies provided in this Security
Agreement and in the Uniform Commercial Code in force in the State of
Washington;

11. Secured Party may declare the Payment Obligations immediately due and payable.

iii. Any waiver by Secured Party of any right or remedy under this Agreement shall be
in writing and signed by the Secured Party.
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