SUBORDINATION AGREEMENT
THIS SUBORDINATION AGREEMENT, dated as of                       , by and between __________________________________________________________(the “Senior Lender”), __________________________________________________________ (the “Creditor”) and __________________________________________________________(the “Company”);

A.   The Company and the Senior Lender have entered into a Financing Agreement dated as of ____________________________________(as same may hereafter be amended, supplemented, extended, restated or otherwise modified from time to time, the “Financing Agreement”).

B.   Pursuant to the terms of the Financing Agreement, the Senior Lender has agreed to extend credit accommodations to the Company (the “Senior Debt”).

C.   The Senior Debt is secured by a Security Agreement filed _____________________ pursuant to which the Company granted to the Senior Lender a security interest in and to all personal property of the Company.

D.   The security interest granted to the Senior Lender has been perfected and is evidenced by the following records on file with ________________________________________________:  

E.   The Company is obligated and indebted to Creditor, inter alia, for goods sold and delivered to the Company on an open account basis on credit extended by Creditor to the Company, in a original principal amount of $________________________. (the “Subordinated Debt”), which amount continues to accrue on a monthly basis, at an average of $___________________________each month.

F.   It is a condition precedent to the obligation of the Senior Lender to continue to extend credit accommodations to the Company pursuant to the Financing Agreement that Creditor and the Company execute and deliver this Subordination Agreement to the Senior Lender.

G.   Creditor and the Company each find it advantageous, desirable and in their respective best interests to comply with the requirement that it execute and deliver this Subordination Agreement to the Senior Lender.

NOW THEREFORE, in consideration of the premises and the mutual promises contained herein, the Senior Lender, Creditor and the Company agree as follows:

1.
Subordination of Debt.

(a)   Creditor and the Company covenant and agree that the obligations of the Company with respect to any payment of principal, interest or other amounts payable with respect to Creditor are and shall be subordinate, to the extent and in the manner hereinafter set forth, for right of payment and subject to the prior payment or provision for payment in full of all principal, interest or other amounts payable with respect to the Senior Debt, and all amendments, renewals and extensions of the Senior Debt; provided however that as long as none of the events described in Sections 1(b) or 1(c) have occurred, Creditor shall be entitled to receive and retain all regularly scheduled payments of invoices for goods sold and delivered to Company.

(b)   Upon the maturity of the Senior Debt by demand for payment of the Senior Debt, termination of the Financing Agreement or otherwise (including without limitation upon any assignment, transfer or sale of all or substantially all of the Company’s business), all principal thereof and interest due thereon shall first be paid in full, or such payment duly provided for in cash or in a manner satisfactory to the holder of the Senior Debt, before any payment is made on account of principal of or interest on the Creditor debt.

(c)   Upon the happening of an event of default with respect to the Senior Debt, as such event of default is defined in the Security Agreements, permitting the holder of the Senior Debt to accelerate maturity thereof, then, unless and until such event of default shall have been cured or waived or shall have ceased to exist, no payment shall be made to Creditor with respect to the principal of or interest on the Creditor debt.

(d)   In the event that, contrary to the provisions of Sections 1(b) or 1(c), hereof, any payment or distribution of assets of the Company of any character, whether in cash, securities or other property, is received by Creditor before the Senior Debt is paid in full, such payment or distribution will be held in trust for the benefit of, and will be paid over or delivered to, the holder of the Senior Debt (or its duly authorized representative) until the Senior Debt has been paid in full, after giving effect to the concurrent payment or distribution (or provision therefore) to the holder of the Senior Debt.  Under no circumstances, however, shall Creditor be obligated to turn over any scheduled principal or interest payment that is received by Creditor pursuant to Section 1(a) and prior to the occurrence of the earliest event specified in Sections 1(b) or 1(c) to occur.

(e)   No right of any present or future holder of this Senior Debt to enforce the provisions of this Subordination Agreement will at any time in any way be prejudiced or impaired by any act or failure to act, in good faith, by any such holder, or by any noncompliance by the Company with the terms, provisions and covenants of this Subordination Agreement, regardless of any knowledge thereof which any such holder may have or be otherwise charged with.

2.
Priority of Security Interest in Collateral of Creditor.
(a)   The Company and Creditor hereby agree that, regardless of any priority otherwise available to Creditor by law or by agreement, any security interest which Creditor may now hold or may now or at any time hereafter acquire in any or all of the assets of the Company (the “Collateral”), sold to the Company by Creditor (i.e. Creditor Products) shall be and shall remain fully superior to the security interest of the Senior Lender in the Collateral.

(b)   Creditor will not exercise any collection rights with respect to the Collateral, will not take possession of, sell or dispose of, or otherwise deal with, the Collateral, and will not exercise or enforce any right or remedy which may be available to Creditor with respect to the Collateral upon default, without the prior written notification to the Senior Lender.

3.
Rights Unimpaired.   Nothing contained in this Agreement is intended to or shall impair, as between the Company, its creditors other than the holder of the Senior Debt, and Creditor, the obligation of the Company, which is absolute and unconditional, to pay to Creditor the principal of and interest on the Creditor debt as and when the same shall become due and payable in accordance with its terms, or affect the relative rights of Creditor and creditors of the Company other than the holder of the Senior Debt, nor shall anything herein prevent Creditor from exercising all remedies otherwise permitted by applicable law upon default of the Creditor debt, subject to the rights, if any, under this Agreement of the holder of the Senior Debt in respect of cash, property or securities of the Company received upon the exercise of any such remedy.

4.
Information Concerning Financial Condition of Company.   Creditor hereby agrees that the Senior Lender shall have no duty to advise Creditor of information known to the Senior Lender regarding any Financial Condition of the Company.

The undersigned hereby agrees that all payments received by the Senior Lender may be applied, reversed, and reapplied, in whole or in part, to any of the Senior Debt, as the Senior Lender, in its sole discretion, deems appropriate and assents to any extension or postponement of the time of payment of the Senior Debt or to any other indulgence with respect thereto, to any substitution, exchange or release of collateral which may at any time secure the Senior Debt and to the addition or release of any Person primarily or secondarily liable thereof.

5.
Miscellaneous.   This Agreement is made under the laws of the State of ___________.  It cannot be waived or changed, except by a writing signed by the party to be bound thereby.  The headings of the sections of this Agreement have been inserted for convenience of reference only and do not constitute a part of this Agreement.  All notices and other communications required or permitted under this Agreement shall be in writing and shall be delivered, sent by telefacsimile or mailed first class postage prepaid, registered or certified mail, to the parties at the addresses appearing under their signatures, or such other address as any party may specify by written notice to the other parties.  All such notices and other communications shall for all purposes of this Agreement be treated as being effective or having been given if delivered upon receipt or, if sent by mail as provided above, upon the earlier of receipt or the fifth (5th) day following the date of deposit in the United States Mail.
IN WITNESS WHEREOF, the Company, Creditor and the Senior Lender have caused this Agreement to be signed on the date first dated above.

COMPANY





SENIOR LENDER
By: ____________________________

By: ____________________________

Its: ____________________________

Its: ____________________________
Address:________________________

Address: ________________________
_______________________________

________________________________
CREDITOR 

By: ____________________________

Its: ____________________________

Address:  _______________________
_______________________________
