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Plsintift
vs.. .
Sydney Supply Co.
Defengant
P.M, #96-2589 -
RECEIVERSHIP NOTICE

Please take Notice that on
June 10, 1996, an Order Ap-
pointing Permanent Recelver
was ¢éntered by the Provi-
dence County Superior Court
In the sbove-captioned mat-
ter. Sald Order appointed
Dilane Finkle, &1&' as Perma-
nent Receiver (the Recelv.
er”) of Defendsnt, and
specified that sald Recelver
was to glve a Suretr Bond in
the emount of ${0.000.00,
with respect to the falthful
performance of the dutles
conferred upon sald Recelver
by sald Order.

Sald Order, the original of
which s on flle in the Offlce
of the Clerk of the Providence
County Superfor Court. and:
which Order (s (ncorporated
hereln by reference as if It
were set forth In full In this
RECEIVERSHIP  NOTICE.
containg, INTER ALIA. the
followlng provisions:

*13. All creditors or other
claimants hereby are ordered
to file under oath with the Re-
celver st Winograd, Shine &
Zacks, P.C., 12J Dyer Street,
Providence, Rhode Island
02903. on or ‘defore October
10, 1998, a statement setting
forth their claims. Inciuding,
but without [imited the gener.
aly of the foregolng, the
name and address of the
clalmant, the natre and
amount of such claim. a state-
ment of any security or lien
held by the claimant to which
such claimant I8 or claims to
be entitled, and also a state-
ment as to any preference or
priorty whi.ci the claimant
cialms to be entitled 1o over
the claims of sny other or all
other claimants or creditors.

14. That the commence-
ment, prosecutlon, or continu-
ence of the prosecution, of
any actiom, sult, arbitration
proceeding, hearingor any
foreclosure, reclamaifon or
repossession proceeding, both
Judiclal snd nonl;udlc al. or
any other proceeding, n jaw,
or in equity or under any stat-
ute, or otherwlise, against said
Defendant or any of its prop-
erty.Inany Court, agency. td-
bunal, or elsewhere, or before
any arblirstor, or otherwise
by any creditor, stockholder,
corporstion. partnership or
any other person, or the levy
of any attachment, execution
or other process upon or
against any property of said
Defendant, or the (sking or
atiempting to take Into pos-
session any property In the
possession of the Defendant
or of which the Defendent has
the right 10 possession. or the
cancellation st any ttme dur.
ing the Recelvership proceed-
ing herein of any Insurance
policy. lease or other contract
with Defendant, by any of
such partles o afaresaid other
than the Receiver designated
as oforesald, or the termina-
tlon of 1elephone. electric, B:s
or other utllity service o De-
lendant. by any public utllity,
without obtalning prier sp-
provat thereof from this Hon-
orable Court. In  which
connectlon sald Recelver shail
be entitled to prior notice and
an opportunity (0 be heard,
are hereby restralned and en-
jolned untl) further order of
this Court.”

ENTERED at Providence,
Rhode istand on 1hls 10th day

of June, 1996,
© ENTER:
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STATE OF RHODE ISLAND SUPERIOR COURT
PROVIDENCE, SC

CITIZENS TRUST COMPANY,
Plaintiff,
vs. P.M. No. 96-2589

SYDNEY SUPFPLY CO.,
Defendant.

®e 28 99 S8 S8 EE B

MOTION TO APPROVE
PROOF OF CLAIM AND TO DISBURSE FUNDS

NOW COMES Citizens Trust Company ("Citizens"), the secured
creditor of the Defendant, and hereby requests that this Court
issue an Order (i) approving its Proof of Claim attached hereto
as Exhibit 1, and (ii) directing the Receiver to disburse funds
to Citizens in the amount of $125,000 or the amount of money
equal to that sum which exceeds the monies needed by the Receiver
to operate the Defendant’s business. The Receiver has
approximately $200,000 in cash on hand which constitutes a
portion of Citizens’ collateral; $125,000 of which Citizens
believes is not necessary for the Receiver to operate Defendant’s
business. Citizens has a security interest in all of the
Defendant’s personal property, including Defendant’s cash. The
funds disbursed by the Receiver will be used to reduce the
outstanding debt owed by Defendant to Citizens. Citizens also
seeks an Order authorizing the Receiver hereafter to disburse
funds to Citizens, which in the Receiver’s discretion are not
necessary to operate the Defendant’s business, so that the

Receiver may reduce the debt owed to Citizens and consequently



the interest expense of the receivership estate. Accordingly,

this Court should grant Citizens’ Motion.

The Motion is supported by the attached Affidavit and all

files and records of the case.

Respectfully submitted,

Citizens Trust Company

T,

Richard L7 Gemma, Esgq. #3953
MacADAMS & WIECK INCORPORATED
101 Dyer Street

Providence, RI 02903

(401) 454-8700

(401) 454-8755 (Facsimile)
Dated: L/{[, 45

FAWPS1AMCRKAKSST1OMTA . S5C



STATE OF RHODE ISLAND SUPERIOR COURT
PROVIDENCE, SC

CITIZENS TRUST COMPANY,
Plaintiff,
vs. P.M. No. 96-2589

SYDNEY SUPPLY CO.,
Defendant.

Sk 40 20 BE 4 40 ae

RECEIVERSHIP PROOF OF CLATIM

I, David L. Dugas, Assistant Vice President of Citizens
Trust Company ("Bank"), being duly sworn, depose and say:

1. Defendant, Sydney Supply Co. ("Defendant"), upon
information and belief, is a Rhode Island corporation with an
office at 176 Union Avenue, Providence, Rhode Island, and is in
the plumbing-equipment supply business.

2. Bank is a creditor of Defendant by virtue of (i) a
Revolving Credit Loan Note dated June 29, 1993, as amended
thereafter by a certain Loan Modification Agreement dated March
29, 1995 (collectively, "Credit Note") and (ii) a term promissory
note ("Term Note") in the original principal amount of $500,000
dated June 29, 1993 (the Credit Note and Term Note hereinafter
sometimes collectively referred to as the "Notes"), each executed
by Defendant, a copy of which are attached hereto as Exhibits A
and B. To secure its obligations under the Notes, Defendant
executed and delivered to Bank a certain Credit and Security
Agreement ("C&S Agreement") granting to Bank a security interest
covering all of Defendant’s tangible and intangible personal
property, including without limitation, its inventory, equipment,
machinery, accounts receivable, cash, etc. A copy of the C&S
Agreement and UCC Financing Statement are attached hereto as

Exhibit ¢ apnd D respectfully.

3. The indebtedness evidenced by the Notes, exclusive of
legal fees and expenses incurred by Bank, totals $833,572.55 as
of June 10, 1996 and increases each day with the addition of per
diem interest charges. The details of the indebtedness are as
follows:

Credit Note:

Unpaid Principal.......... crreeseen $466,464.24
Unpaid Interest (as of 6/10/96)....%__4,745.69

Per Diem....ll-. ...... ® 4 8 & 8 8 & 5 0 S8 s e e s e d e $113.38
*Total........ T $471,209.93

EXHIBIT




Term Note:
Unpaid Principal....cooevveeeesse..$358,356.00

Unpaid Interest (as of 5/15/96)....$% _4,006.62
per Dieml..l...'l.ll. -------- oo--an----.oono.$87010
Total. " & & & & 8 & & 8 & 888 89 ” & & & 8 B w0 .$362' 362 L] 62

GRAND TOTAL: $833,572.55%

* This figure also does not include the attorneys’ fees and
expenses incurred by the Bank in the collection of the
indebtedness due under the Credit Note and the Term Note.
Citizens’ reserves its right to file a supplemental Motion and
Affidavit to evidence and to recover those fees and expenses.

The indebtedness evidenced by each of the Notes is due and
payable in full.

4. That such account is just, true and correct, and said
balance is now due Defendant.

5. That no part thereof has been paid or satisfied, and
that there are no set-offs, or counterclaims thereto, to the best

of my knowledge and belief.

DAVID L. DUGAS v
Assistant Vice President

STATE OF RHODE ISLAND
COUNTY OF PROVIDENCE

Subscribed and sworn to before me this [{Jf‘day June, 1996.

\ 7 '
bﬁ-[@’\m & : an/’ﬂb@)

NOTARY PUBLIC

My Commission Expires: M3~i§-§zp

F2\WP51\MORK\K6530POC. SSC



LV REDIT LCAN

$§500,000. Providence, R.I. June 29, 1993

FOR VALUE RECEIVED, the undersigred, SYDNEY SUFrLY
CO., a Rhode Ilsland corporation, promises to pay. UPON DEMAND,
to CITIZENS TRUST COMPANY, a Rhode Island banrking corporation
with its principal office in the City of Frovidence, State of
Rhode Island (the *Lender"*), or order, at any of its offices in
the State of Rhode Island in lawful money of the United States
and in immediately available funds, :tne principal sum of FIVE
HUNDREC THOUSAND DOLLARS ($500,000.), or if less, the aggregate
unvaid principal amount of all advances mzde by Lender tz the
undersigned pursuant to a credit and security agreement dated
of even date herewith between Lender and the undersigned f‘the
"Credit Agreement"), together with in:zsres:, whether befzra2 or
after maturity, to the extent permitted by applicable law, on
any and all principal amounts remaining unpaid hereunder Zrom
time to time from the date hereof un:iil pavment in full hereof,
at a rate per annum equal to oze-half of one percent (0.:30%)
greater than the Prime Rate in effect from time to time a:s
nereinafter proviied, each change in such rate to become
effective on the date of each change in the Prime Rate. The
Prime Rate, as used in this Revolvinc Credis Loan Note (this
"Note") in effect at any time shall be the rate publicly
arnounced by Lender as being its "prime raca" in effect at that
time. Interest shall be calculated on the basis of a three
hundred sixty (3€C) day year, ctut sha’ll aczrue and be payaZtle

-

or. the basis of the actual nurzer of Zays =lapsed in each xonth.

Interest accruing at the afcresail rate on the umpaid
principal balance of this Note shall be paid to Lender monthly, ..
in arrears, commencing on _the (5% day of July, 1993, and AW
continuing on the same day of each mcnth thereafter until this
Note is paid in full. All accrued and unpaid interest and all
principal shall be due in any and all events upon demand.

All payments shall be applieZ first to interest then
due and the balance only to principal, and the undersigned
expressly agrees that no renewal or extension granted, whether
by acceptance of interest in advance or otherwise, nor any
indulgence shown to, nor any release of, nor any dealings be-
tween a holder hereof and any person now or hereafter inter-
ested herein or in any of the security for this Note, whether
as owner, encumbrancer, guarantor or otherwise, shall dis-

EXHIBIT

I




charge, extend, or in any-'way affect the obligations of the
undersigned as principal debtor hereunder.

The undersigned shall have the right to prepay all or
any portion of the unpaid principal hereof without premium, fee

or penalty.

This Note is the Revolving Credit Loan Note as defined
in the Credit Agreement, shall be governed by the provisicns of
the Credit Agreement, shall be interpreted and construed in
accordance therewith, is entitled to the benefits thereof, is
secured as provided therein, and hereby incorporates the Crelit
Agreement by reference in its entirety.

Upon demand, this Note shall, at the ocr:ion of the
holder, become immediately due and payable withcut presentmznt,
demand, notice of dishonor, protest, notice of acceleration, or
notice of any kind, all of which are Zarzby exgressly waivedl by
the undersigrned and each and every perscn now or nereafter
liable, absolutely or contingently, for the payment of the
whole or any part of this Note.

The undersigned agrees to pay all costs and expensss
fincluding reascnabie attcrneys’ fees. incurred Zv the holdsr
0f this Note in the collection of sums due hereunder, or in czhe
exercise or defense of the holder’s rights and pcwers under
this Note or any instrument securing or relating to this No:ze.

If any monthly installment shall not be paid withi=z
tan (10} days after it first becomes due, the undersigned or
aly other person, firm or corporatisn now or her=zzafter in-
terested herein or in the security for this Note may, at any
time thereafter prior to a declaration by the hcider that the
entire principal balance has become due by reascn of such de-
fault, remove such default by paying the holder in addition to
all other sums then due and payable, an amount equal to five
percent (5%) of each such overdue installment.

Notwithstanding anything in this Note or any other
instrument to the contrary, the undersigned shall not be re-
cuired to pay interest on the indebtedness evidenced by this
Note in excess of the maximum interest permissible under appli-
cable law. If under any circumstances whatsoever the holder of
this Note should receive as interest under this Note an amount
which would exceed the maximum permissible interest under ap-
plicable law, such excess  amount shall be applied to reduce the
principal balance of the indebtedness evidenced by this Note

and not to payment of interest.



All references to Lender shall be deemed to apply to
any holder for the time being of this Note, and the terms
hereof shall be binding on the successors and agsigns of the
undersigned. Thig Note is deemed to have been executed and
delivered in the State of Rhode Island, and shall be in all
respects governed, construed, applied and enforced in accor-
dance with the laws of said State withoul resoIt to its cco-

flict of laws rules.

IN WITNESS WHERECT, the undersigned, by its duly
authorized representative, has executed and delivered this Note
the day and year first above written.

Witnessed by: SYDNEY SUZPLY CO.

-\)_ ' O l . By: tLé(',,. (( /a\f/fu.fl /: FM'—"‘
_ - Allaz W. Sydney | F77
Pres.3szns

MAILING ACZDRZSS OF BCKRCWER

17z Urnion Avernue
Providence, rhode Island 02906

WPPGAP/ 355



. CLC: 1334493-38904

c CITIZENS BANK Loan Modification Agreement

SYDNEY SUPPLY CT.

CITIZENS TRUST COMPANY, as lender (the ‘Ba~y) anc

..... as Scrower (the “Borower”). are ca” s to 8 CetEn Revolving

Loan Agresmert gxed _June 29 19 23 ftre ' _can Agreemert”). andior 2

19 == (ow “Nowe'). and the loiowing securty documents 4 ar,

Nas cwsd ==
vSecurity.Agreemant

June 29

s - catautated daly es shad equal % greme Tun tre
LR Faes of Infareet Senk from time to time &3 £ “Prime Rate” of rrerest. such Fterest rre to change as anc
@ whan the Prime Rate changes, but In N0 evert $hall the reerest rete exceed that allowabie under appicable bpw Interest shal e
mcntrnbomoflmnmdndscty(:!ﬂ‘})n,mrwt.rmngtheac:uamu-oﬂnfdaysm:sec

D interest shall sccrue o a rate of % per annum inteses: shail be computed on the bas:s 3 three
hunared sofy (3G0) day year couUnLng the 3. nUMDe” 2! davs elapsed

PAYMENT TERMS: COMMENCING WITH PAYMENT OUE

15
D Pﬁ\apumnerestplmds per month unt Tie eartier of the final payment date o (e axe
e Loan AgresmentNcte o paid n i),
D Pnancpal payments of $ Ser month pius interest urt ‘=2 eaqier of the *=al =
: fral paymeX oXie ¢ Te ox2
the Loan Agroement/Note =5 pas o full, ™

Lo 2 TERN SRy Y
w7 '.""‘,ﬁ N <o = . e
; : sxténded -to ‘April’30, 1996. “Continue
Lo = AT ronly monthly. All other terms and conditions remain in
“emmpt-- 5 S s ok

LEE

ind affect,




2 The Bormower heret; warrants that all of the representadors Ind wamanhes contained r Mme Loan Agreement. f any are inx and cores:
financial condtior. whch 1s accuralely reflected on Borowers mes

33 of the date herec! {exceft for Borrower's fepresentaon wih resoect to ts
recent financial statemerts provded to the Bank) and that no Evert of Defaul has occurred and s continuing under the Loan Agreemet anqior 1-e

m.“mmom;umm.mmEMdDeflulw?ormrmwmmmuugnﬁnoﬂmmmuocm

and/or the Nae snd the Secunty Documerts are herety amended to be conssient wih the terms ang
e, All referances N the Loan Agzeement and/or the Nate and the Secunty Documents i2 #ach of (re

Moafication Agreemernt
tee Securty Documents rema non full f=2e ang e™as

3 Esch of the Loan Agreament

prowsions of thes Loan Modification Agreeme
others shail be deemed to refer to Such documer(s) a3 amended by t'us Loan

4  Except as modifies and amenced hereby the Loan Agree—ert anaof the Naxe and
and are 1 sll cther respects neceDy ratified and confirmed

March 19 95

Executed under sasl thrs ZC] day of
SYDNEY SUPPLY CO.

CITIZENS TRUST COMPANY ° -

. ( ( >

Attd W, < 80
II1

Mark I, Mcdwin,

Teedssiztant Vice President

Reaffirmation of Guarantor(s)
The undersigned. jomtly snd saverally If more than one (Colectvaly the “Gua-antor”). has etered into a Guaranty of Guanames r favor of tne

Bank dateq as of idetesiesivsimteteiti 19__ = (coleztve , the “Guasa<Ty) woeren the Guaramdr nas ;-27a=eec ine

Borrowers obligauans under the i0an documents gescnbed Abave

In order 10 induce the Bank to erter Into the Loan Modificaion Agreement s *orth abave me Guarantor for good 8-C valuabe 2=scermc-

the recet and saequacy of WiLch are heraby BCknowsedged. Neredy () consents o the execuion of this Loan Modifization Agreemert Dy the
Borrower, and (b) sgrees and confirms that the Guarnty remans 1 full force and effect with respect 1o the Loan Agreement andir the Nate and

the Securty Documents, 83 amended sbove.

—— e o 19—

Exscuted under saalttvys_ ~  dayo!

N/A
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TERM PROMISSQRY NOTE
$500,000.00 Providence, R.1I. June 29, 1993

FOR VALUE RECEIVED, the undersigned, SYDNEY SUPPLY
C0., a Rhode Island corporation, promises to pay to CITIZENS
TRUST COMPANY, a Rhode Island banking corporation with its
principal office in Providence, Rhode Island (“Lender®), or
order, at any of its offices in the State of Rhode Island, F7i=
HUNDRED THOUSAND DOLLARS ($500,000.), together with interest,
whether before or after maturity, to the extent permitted by
applicable law, on any and all principal amounts remaining
unpaid hereunder from time to time from the date hereof until
payment in full hereof at a rate per annum equal to one-half ::Z
one percent (0.50%) greater than th2 Prime Rate in effect fr:-
time to time as hereinafter provided, each change in such ré::z
to become effective on the date of each change in the Prime
Rate. The Prime Rate, as used in this Term Promissory Note
(this "Note") in effect at any time shall be the rate public:i:-
announced by Lender as being its “prime rate* in effect at ti::
time. Interest shall be calculated cn the basis of a three
hundred sixty (360) day year, tut shall accrue and be payakls

on the basis of the actual nurber of days elapsed in each mcz:x.

Principal shall be paid in consecutive monthly
installments of Four Thousand One Hundred Sixty-Six Dollars
($4,166.) each, commencing on the dJ™day of July, 1993, and "
continuing on the same day of each ard every month thereafter
until this Note is paid in full. Interest shall be paid
monthly, in arrears, on tg§ urpaid principal balance of this
Note commencing on the 257 day of Cculy, 1993, and continuing :- dlk;
the same day of each and every month thereafter until this Nc:e
is paid in full. If not sooner paid, this Note and all accruzagd
and unpaid interest hereog and all unpaid principal shall be
due and payable on the 25 =day of June, 1998. AuS

All payments made hereunder shall be applied first t:
interest then due and the balance cnly to principal. The
undersigned expressly agrees that no renewal or extension
granted, whether by acceptance of interest in advance or othe:-
wise, nor any indulgence shown to, nor any release of, nor ar-
dealings between a holder hereof and any person now or here-
after interested herein or in any of the security for this
Note, whether as owner, encumbrancer or otherwise shall dis-
charge, extend, or in any way affect the obligations of the
undersigned as principal debtor hereunder.

EXHIBIT




This Note is the Term Loan Note as defined in a credit
and security agreement by and between the undersigned and
Lender dated of even date herewith (the °*Credit Agreement*),
which Credit Agreement grants to Lender a security interest
under the Uniform Commercial Code in accounts receivable,

inventory, machinery and equipment.

Upon the occurrence of ap Event of Default as defined
in Section 7.1 of the Credit Agreement, this Note shall, at the
option of the holder, become immediately due and payable
without presentment, demand, Protest, or notice of any kind,
all of which are hereby expressly waived by the undersigned an=
each and every person now or hereafter liable, absolutely or
contingently, for the payment of the whole or any part of this
Note. Failure to exercise said option shall not constitute a
waiver of the right to exercise the same at any other time for

the same or any other cause.

All or any portion of the Principal hereof may be
prepaid in full or in part at any time without premium, fine,

Or penalty.

If any monthly installment shall rot ke paid within
ten (10) days after it first becomes due, the undersigned or
any other person, firm or corporation now or hereafter in-
terested herein or in the security for this Note may, at any
time thereafter prior to a declaration by the holder that the
entire Principal balance has become due by reason of such de-
fault, remove such default by paying the holder in addition to
all other sums then due and payable, an zmzunt equal to five
percent (5%) of each such overdue installment.

The undersigned agrees to pay all costs and expenses
(including reasonable attorneys' fees) incurred by the holder
of this Note in the collection of sums due hereunder, or in the
exercise or defense of the holder‘s rights and powers under

this Note.

Notwithstanding anything in this Note or any other
instrument to the contrary, the undersigned shall not be re-
quired to pay interest on the indebtedness evidenced by this
Note in excess of the maximum interest permissible under ap-
Plicable law. 1f under any circumstances whatsoever the holder

under applicable law, such excess amount shall be applied to
reduce the principal balance of the indebtedness evidenced by

this Note and not to payment of interest.



All references to the holder shall be deemed to apply
to any holder for the time being of this Note, and the terms
hereof shall be binding on the heirs, executors, administra-
tors, successors and assigns of the undersigned. This Note
shall be deemed to have been executed and delivered in the
State of Rhode Island and shall be in all respects governed,
construed, applied and enforced in accordance with the laws of

said State.

In presence of: SYDNEY SUPPLY CO.

'A_Q(DYL_,/JJ-\[Lgch-‘ By: (_(ééﬂ:u Z{b:xﬁéﬂﬂw¥}( j?q
- Y Allan W. Sydney |/ |/
President

MAILING ADDRESS OF BORROWER:

176 Union Avenue
Providence, RI 02506

WPPGAP/356
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DIT I NT

THIS CREDIT AND SECURITY AGREEMENT is made this 29th
day of June, 1993, by and between SYDNEY SUPP.Y CO., a Rhode
Island corporation (the "Company"), and CITIZENS TRUST COMEANTY,
a Rhede Island banking corporation (the "Bank”®).

SECTION 1. DEFINITIONS.

1.1 Defiped Terms. As used herein the following
terms shall have the following meanings, unless the context

otherwise requires:

"Agreement® shall mean this Credit ard Security
Agreement and any future amendments or sucrolements hereto.

"Business Day" shall mean a day other than a Saturday,
-Sunday, legal holiday in the State of Rhode Island or other
day which the Bank may be lawfully closed.

"Collateral" shall mean Receivables, Inventory,
Machinery and Equipment, all ledger sheets, files, records,
documents and instruments (including, without limitation,
computer program, tapes and related electronic data
pProcessing software) evidencing an interest in or relating
to the Collateral; and all instruments, documents,
Securities, cash, property and the proceeds of any of the
foregoing, owned by the Company or in which the Company has
an interest, which now or hereafter are at any time in
POssession or control of the Bank or in transit by mail or
carrier to or from the Bank or in the possa2ssion of any
third party acting on behalf of the Bank, without regard to
whether the Bank received the same in pledge, for
safekeeping, as agent for collection or transmission or
otherwise or whether the Bank had conditionally released
the game.

"Eligible Receivable” means a Receivable which is
acceptable to Bank, in its sole discretion, using customary
methods and practices typical in its commercial banking
business, and which is at least in compliance with the
following:

(a) The Receivable is an accour= which arose in
the ordinary course of business of the Company from or

EXHIBIT .-
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in connection with a bona fide sale of goods or
rendition of services, performed irn accordance with an
order or contract, oral or writtem, wrarein all
obligations of the Company regardizg the shipment or
delivery of such goods to the custcier have been
satisfied or the services have beer performed for the
customer in the ordinary course of the Company’s
business and consistent with good azd prudent business

practices;

(b) The rights of the Company ir and to the
Receivable and the proceeds thereof are not subject to
any assignment, claim, lien, security :interest or
other encumbrance except in the oriinary course of the
Company’s business and consistent with good and
prudent business practices:

(c) The Receivable is not disputed nor subject
to offset or adjustment by the customer, except
discounts for prompt payment offered by the Company in
the ordinary course of business; arcd

(d) The Receivable has been due and payabie for
ninety (90) days or less from the :=voice dace.

"Event of Default” shall mean any ever:z specified in
Section 7 hereof, provided that any requirement for notice
or lapse of time or any other condition has been gsatisfied.

"GAAP" shall mean éenerally accepted accounting
principles.

"Inventory® shall mean all goods, merchandise and
other personal property now owned or hereafter acquired by
the Company and held for sale or lease, or furnished or to
be furnished under any contract of service, including raw
materialg, work-in-process, supplies or materials used or
consumed in the Company’s business, and all products
thereof, and all gubstitutions, replacerments, additions or
accessions therefor and thereto; all cas- or non-cash
proceeds of all of the foregoing, including insurance

proceeds.

"Loan" ghall mean collectively the rRevolving Credit
Loan and the Temm Loan.

"Machinery and Equipment® shall meaz a1l machinery



and equipment and furniture and fixtures of the Company
(excluding autamotive equipment), now owned or hereafter
acquired by the Company, and used or acquired for use in
the business of the Company, together with all accessions
thereto and all substitutions and replacements thereof and
parts therefor; all cash or non-cask proceeds; and
including, without limitation, all Machinery and Equipment
listed on any schedule attached herero.

"Note® shall mean collectively the Revolving Credit
Note and the Term Loan Note.

"Operating Account® shall mean the checking account of

the Company with the Bank designatec as the operating
account of the Company.

"Person® shall include natural persons, corporations
(which shall be deemed to include business trusts),
asgociations, companies and partnerships.

"Receivables" shall mean all accounts, contract
rights, instruments, documents, chatcel paper, and any
other obligations owed tou the Company from whatever source
now owned by the Company or hereafter arising; all cash or
non-cash proceeds received by the Cccpany from the
disposition or collection thereof: all of the rights of the
Company in guarantees thereof and in all returned or
repossessed goods, services or other property securing any
of the foregoing and insurance policies and proceeds
relating thereto; all of the rights of the Company as an
unpaid seller of goods or services, including without
limitation, the rights of stoppage iz transit, replevin,
reclamation and resale, and all of the foregoing, whether
now existing or hereafter created or acquired.

"Revolving Credit Loan" shall mean that certain Five

Hundred Thousand Dollar ($500,000.) revolving credit loan
which is being made by the Bank to the Company on this date.

"Revolving Credit Loan Note" shall mean the revolving
credit promissory note of the Company dated of even date
evidencing the Revolving Credit Loan.

"Term Loan® shall mean that certain Five Hundred
Thousand Dollar ($500,000.) term loan which is being made
by the Bank to the Company of this date.



"Term Loan Note® shall mean the term loan promissory
note of the Company dated of even date evidencing the Term
Loan.

1.2 Defj + All terms defined in this
Agreement shall have the defined meanings when used in any
note, certificates, reports or other docurents made or
delivered pursuant to this Agreement, unless the context shall
otherwise require,

SECTION 2. GENERAL TERMS.

2.1 Te n e Note. Subject to the
Cerms and conditions of this Agreement, the Bank agrees to make
a4 term loan to the Company in the amount of Five Hundred
Thousand Dollars ($500,000.). The Term Lecan shall be evidenced
by the Term Loan Note, duly executed on behalf of the Company .

2.2 a f ter 0z3. Unless otherwise
gpecifically provided in the Term Loan Note, the Term Loan Note
shall bear interest, in arrears, from its date on the unpaid
Principal amount thereof until paid in full at a rate per annum
equal to one-half of cne percent (0.50%) greater than the
Bank’s Prime Rate, as defined in the Term Loan Note, and shall
be due and payable monthly.

2.3 Prepayment of Term Loan. Tre Company may prepay
the First Term Loan only in accordance with the terms thereof.

2.4 volvi i le) d volvinag Credi ote.
Subject to the terms and conditions of this Agreement, the Bank
agrees to make revolving credit loans (hereinafter sometimes
called "Revolving Credit Loans®) to the Company from time to
time from the date hereof until April 30, 1994, in an aggregate
principal amount up to but not exceeding at any one time
outstanding Five Hundred Thousand Dollars ($500,000.). During
the aforesaid period, the Company may borrow, pay and prepay
the Revolving Credit Loans in whole or in part and reborrow,
all in accordance with the terms and conditions of thig
Agreement. The Revolving Credit Loans shall be evidenced by
the Revolving Credit Note, duly executed on behalf of the

Company.

2.5 te Intere volviry Credit Loan.
Unless otherwise specifically provided in the Revolving Credit
Note, the Revolving Credit Note shall bear interest, in
arrears, from its date on the unpaid principal amount thereof



until paid in full, at a rare Per annum equal to one-half of
one percent (0.50%) greater than the Bank’s Prime Rate, as
defined in the Revolving Credit Note, and shall be due and
Payable monthly.

exists at the time 5 request has been made. All Revolving
Credit Loans shall be in multiples of Ten Thousand Dollars
($10,000.) and shall be made, processed and documented in
accordance with the following terms and conditions:

{a} Each Revolving Credit Loan shall be made on at
least one (1) business day’s notice in writing or by
telephone not later than 4:00 p.m. (Providence time) from
Allan W. Sydney or such Person(s) as he may from time to
time designate in writing to the Bank (the *"Authorized
Persons") specifying the date and amount thereof,
Telephone orders shall be confirmed in writing within two
(2} business days of the day on which each such order is
made. Not later than 1:00 p.m. (Providence time} on the
date of such Revolving Credit Lean, the Bank shall credic

Account, provided, however, that an Zvent of Default has

of the Revolving Credit Note unless objected to by the
Company in writing within thirty (30; days after its
receipt of the monthly statement. 1In 4ny event the Bank’s
records will be presumed to be correct absent negligence.



2.7 Temmination of Right to Borrow; Repayment. So

much of this Agreement as relates to the making of Revolving
Credit Loans shall, unless otherwise terminated in accordance
with the provisions hereof or the provisions of the Revolving
Credit Loan Note, terminate on April 30, 1994, whereupon the
entire unpaid principal balance outstanding as a result of the
Revolving Credit Loans together with all interest thereon
accrued and unpaid and all other charges due hereunder shall be
paid in full.

2.8 r e evolvi . The Company
may prepay the Revolving Credit Loan only in accordance with
the terms thereof.

2.9 ent i ot Vio Laws.
Notwithstanding anything in the Note, this Agreement, or any
other ingtrument to the contrary, the Company shall not be
required to pay interest on the indebtedness evidenced by the
Note in excess of the maximum interest permissible under
applicable law. If under any circumstances whatscever the
holder of the Notes should receive as interest under the Note
an amount which would exceed the maximum permissible interest
under applicable law, such excess amount shall be applied to
reduce the principal balance of the indebtedness evidenced by

the Note and not to payment of interest.

2.10 Paymentgs. All payments (including prepayments)
by the Company on account of principal and interest on the Note
shall be made to the Bank at its office specified in the Note
prior to 12:00 P.M., Providence time, on the date payment is
due in immediately available funds. If the date of payment of
any installment of principal and/or interest on the Note falls
on a day other than a Business Day the applicable payments
shall be payable on the next Business Day.

2.11 Use of Proceeds. The Loan shall be used by the
Company to provide working capital and to refinance existing

term debt.

2.12 Security Agreement. In consideration of the

making of the Loan, the Company agrees that this Agreement
shall constitute a first position security agreement granting a
security interest in the Receivables, Inventory, Machinery and
Equipment and other Collateral of the Company which shall
secure the Loan and all the,obligations of the Company to the
Bank, and the Company does hereby GRANT AND CONVEY to the Bank



a security interest therein. The Bank shall have all of the
remedies of a secured party under the Uniform Commercial Code
as now in effect in the State of Rhode Island and such further
remedies as may, from time to time, hereafter be provided in
said State for a secured party with respect to said collateral.

2.13 Qther Security and Guaranty. The Loan is not

guaranteeZ and is not secured by any mortgage on real estate.
SECTION 3. REPRESENTATIONS AND WARRANTIES.

In order to induce the Bank to enter into this
Agreement and to make the Loan to be made by it hereunder, the
Company represents and warrants to the Bank that:

3.1 Orgapization and Qualification. The Company is

duly orgarized, validly existing and in good standing under the
laws of the State of Rhode Island, has the power to own its
assets and to transact the business in which it is presently
engaged, and has duly qualified as a foreign corporation and is
in good standing in each other jurisdiction where it does
business.

3.2 Corporate Power and Authorization. The Company

has the corporate power to make, deliver and perform this
Agreement and the Note, and to borrow hereunder and has taken
all necessary corporate action to authorize the borrowing on
the terms and conditions of this Agreement and to authorize the
execution, delivery and performance of this Agreement and the
Note. All consents, licenses, approvals or authorizations
which are required in connection with the execution, delivery,
performance, validity or enforceability of this Agreement and
the Note, have been duly obtained and are in full force and

effect. ’

3.3 No Legal Bar to Loans. The execution, delivery

and performance by the Company of this Agreement and the Note
will not violate any provision of any existing law or
regulation or of any order or decree of any court or
governmental authority, bureau or agency or of the Articles of
Incorporation or By-laws of the Company or of any mortgage,
indenture, contract or other agreement to which the Company is
4 party or which purports to be binding upon it or upon any of
its properties or assets, and will not result in the creation
or imposition of any lien, charge or encumbrance on, or
security interest in any of the Company‘’s properties or assets
except in favor of Bank.



3.4 ) i . There are no actions,
suits or proceedings (whether or not purportedly on behalf of
Or against the Company) pending or, to the knowledge of the
Company, threatened against or affecting the Company or any of
its properties which, if adversely determined, would have a
material adverse effect upon the financial condition, business
Or operations of the Company.

3.5 No Default. The Company is not in default in the
payment or performance of any material contract, agreement or
other instrument to which it is a party or by which it or their
assets may be bound and no Event of Default has occurred and is

continuing hereunder.

3.6 ] P : Ss. The Company has
gcod and marketable title to all of its properties and assets,
real and personal, including the properties and assets
reflected in the financial statements referred to in
subsection 3.8 hereof, except for (i) assets sold or otherwise
disposed of in the cerdinary.course of business since the date
of such financial statements, (ii) liens set forth in
Schedule 3.6 attached hereto, if any or as ctherwise permitted
under this Agreement or (iii) liens in favor of Bank.

3.7 Income Taxeg. The Company has filed or caused to
be filed all federal and state income tax returns required to

be filed and has paid all taxes shown to be due and payable on
said returns or any assessments made against the Company, and
no tax liens have been filed and no claims are being asserted
with respect to any taxes which are not reflected in the
financial statements referred to in subsection 3.8 hereof.

3.8 PFipapcial Copdition. All financial statements

pPreviously furnished by the Company to the Bank fully and
accurately reflect the financial position of the Company as of
the dates furnished and have been prepared in accordance with
generally accepted accounting pPrinciples applied on a basis
consistent with that of the preceding year. There has been no
material adverse change in the financial condit:on of the
Company since the date of such Statements, and the Company has
no obligation, liability or commitment, direct or contingent,
which is material to its business and is not reflected in the
foregoing financial statements and which is required to be

reflected by GAAP.
3.9 Statements. No statement of fact made by or on



behalf of the Company in this Agreement or in any certificate
or schedule furnished to the Bank pursuant hereto, contains ary
untrue statement of a material fact or omits to state any
material fact necessary to make the statements contained
therein or herein not misleading. There is no fact presently
known to the Company which has not been disclosed to the Banv
which materially affects adversely the financial condition of
the Company. . B

3.10 Approvalg. No registration with or consent or
consent or approval of, or other action by any Federal, stats
or other govermmental authority or regulatory body to the
execution and delivery of this Agreement or the Note by the
Company or the borrowing hereunder is required by law, or, if
80 required, such registration has been made, such consent or
approval given or such other appropriate action taken.

3.11. Binding Effect. This Agreement and the Note,
and each of the other instruments and documents executed by

Company and delivered to Bank pursuant to this Agreement
constitute the legal, wvalid and binding obligations of Compary
and are enforceable in accordance with their respective terms,
except as enforceability may be limited by bankruptcy,
insoivency or other similar laws affecting creditors rights
generally.

3.12. No Burdensome Agreementg. Except as disclosed

in the financial statements described in Section 3.8 hereof,
the Company is not a party to any agreement or instrument or
subject to any corporate restriction (imcluding any restriction
set forth in its Articles of Incorporation or By-laws)
materially and adversely affecting its operations, business,
properties or financial condition.

3.13 ademarks, Patent Etc. The Company
possesses all the trademarks, trade names, copyrights,
licenses,. or rights in any thereof, adequate for the conduct of
its business as now conducted and to the best of the Company’s
knowledge without conflict with the rights or claimed rights of
others and without payment of any royalty or license fee.

3.14 Requlation U. The Company does not own any
"margin stock"” as such term is defined in Regulation U, as
amended (12 C.F.R. Part 221) issued by the Board of Governors
of the Pederal Reserve System (the "Board"). The proceeds of
the borrowings made pursuant to this Agreement will be used by
the Company only for the purposes set forth in subsection 2.12



hereof. None of the proceeds will be used, directly or
indirectly, for the purpose of purchasing or carrying any
margin stock or for the purpose of reducing or retiring any
indebtedness which was originally incurred to purchase or carry
margin stock or for any other purpose which might constitute
the Loan a "purpose credit” within the meaning of said
Regulation U or Regulation X (12 C.F.R. Part 224) of the
Board. Neither the Company nor any agent acting in its behalf
has taken or will take any action which might cause this
Agreement or any of the documents or instruments delivered
pursuant hereto to violate any regulation of the Board or to
violate the Securities Exchange Act of 1934, in effect on the
closing date.

3.15. Investment Company. The Company is not an

"investment company," or an "affiliated person” of, or
"promoter” or "principal underwriter" for, an "investment
company, " as guch terms are.defined in the Investment Company
Act of 1940, as amended (15 U.S.C. § 80a-1, et geq.). The
acquisition of the Note by the Bank, the application of the
proceeds and repayment thereof by the Company and the
performance of the transactions contemplated by this Agreement
will not violate any provision of said Act, or any rule,
regulation or order issued by the Securities and Exchange
Commission thereunder.

3.16. Employee Benefit Plans. (a) None of the

employee benefit plans maintained at any time by the Company or
the trusts created thereunder has engaged in a prohibited
transaction which could subject any such employee benefit plan
Or trust to a material tax or penalty on prohibited
transactions imposed under Code Section 4975 or the Employee

Retirement Income Security Act ("ERISA").

(b) None of the employee benefit plans which are
employee pension benefit plans or the trusts created thereunder
has been. terminated; nor has any such employee benefit plan of
the Company incurred any liability to the Pension Benefit
Guaranty Corporation established pursuant to ERISA, other than
for required insurance premiums which have been paid when due,
or incurred any accumulated funding deficiency, whether or not
waived; nor has there been any reportable event, or other event
or condition, which presents a material risk of termination of
dny such employee bepefit plan by such Pension Benefit Guaranty

Corporation.

{c) The present value of all accrued benefits under



the employee benefit plans which are eroloyee pension benefit
pPlans did not, as of the most recent valuation date, exceed the
then current value of the assets of such employee benefit plans
allocable to such accrued benefits.

(d) The consummation of the Loan from the Bank
pursuant to this Agreement will not invalve any prohibited
transaction.

(e) As used in this subsection, the terms "employee
benefit plan, " "employee pension benefiz plan,® "accumulated
funding deficiency," "reportable event, * and "accrued benefits”
shall have the respective meanings assizmed to them in ERISA,
and the term *"proh:bited transaction® sZall have the meaning
assigned to it in Code Section 4975 and ERISA.

SECTION 4. CONDITIONS.

4.1 Conditions of Lopans. The obligation of the Bank
to make the initial advance under the Revolving Credit Loan and
to make the Term Loan shall be subject to the following
conditions precedecnt:

(a) There shall have been del:ivered to the Bank the
written opinion of counsel for the company, dated of even
date herewith and addressed to the Bank and satisfactory to
Tillinghast Collins & Graham, couns=2l to the Bank, to the
effect that (i) this Agreement has >een duly authorized,
executed and delivered by the Compa-=y, (ii) the Note has
been duly authorized, executed and delivered by the
Company, (iii) that the Company has been duly organized, is
legally existing and in good standi=g under the laws of
Rhode Island, and (v} such other marters incident to the
Cransaction contemplated hereby as =he Bank or its special
counsel shall reasomably request.

(b) The Company shall have exzcuted and delivered to
the Bank this Agreement and the Not=.

(c} The Bank shall have recei-ved an assigrment of a
$400,000. insurance policy on the life of Allan W. Sydney.

(d) The Company shall have fuwmished to the Bank
certified copies of all corporate d=cuments and proceedings
taken by the Company authorizing th= borrowing hereunder
and the execution, delivery and perZormance of this
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Agreement and the Note, and such other documents as the
Bank may reasonably request.

(e} The representations and warranties contained in
Section 3 hereof shall be true and correct on the da-a of
the making of the Loan with the same effect as if macde on
and as of such date, and no Default or Event of Default, ac
defined in Section 7.1 hereof, shall exisc on such date.

(£} The Company shall have executed and delivered to
the Bank all such other documents as the Bank shall
consider necessary or advisable and all such documents
shall be satisfactory in form and substance to Tillirghast
Collins & Graham, counsel for the Bank.

(g) All legal matters incident to the transactions
contemplated by this Agreement shall be satisfactory to
Tillinghast Collins & Graham, counsel for the Bank.

SECTION 5. AFFIRMATIVE COVENANTS.

The Company hereby ccvenants that so long as the Note
remains outstanding: .

5.1 Financial Statemept3. The Company will furmish

to the Bank on or before ninety ({90) days after the closz of
its fiscal year a copy of the annual financial operating
Statements of the Company for such fiscal year, includinc
balance sheets, and related statements of income, retained
earnings and changes in cash flow, with customary supporting
data and schedules all in reasonable detail, prepared in
accordance with generally accepted accounting principles and
prior practice, consistently applied, prepared on a review
basis by independent certified public accountants. On a
quarterly basis, the Company will deliver to the Bank on or
before f£ifteen (15) days after the end of each quarter, for the
months ended March, June, September and December, a copy of its
monthly aged accounts receivable for such quarter. The Comparny
will furnish to the Bank such other information bearing upon
the credit and the status of business and operations of the
Company as the Bank may from time to time reasonably request,
such information to be certified to by the President of the

Company.

5.2 Payment of Obligatjong. The Company will pay and

discharge, when due, all of its indebtedness, obligations and
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liabilities (including, without limitation, tax liabilities)
except where the same may be contested in good faith, and the
Company will maintain, appropriate reserves for the accrual of
any of the same determined in accordance with generally
accepted accounting principles.

5.3 Accoupnts. The Company will keep proper books of
record and account in which full, true and correct entries will
be made of its transactions in accordance with generally
accepted accounting principles and the requirements of public
regulactory authorities having jurisdiction over it, and will
permit the Bank through its officers, employees and agents, to
inspect at all reascnable times the Company'’s places of
business, equipment, property and records of the Company from
time to time as the Bank may reasonably deem necessary.

5.4 n P ieg: nce. The
Company will keep all properties useful and necessary to its
business in good repair, working order and condition, ordinary
wear and tear and damage by casualty excepted, and from time to
time, make or cause to be made all necessary repairs, renewals,
replacements, betterments and improvements thereto, so that the
Dusiness carried on by the Company may be properly and
advantageously conducted at all times. The Company will
maintain casualty insurance coverage on its physical assets and
other insurance against other risks, including public liability
and product liability insurance in such amounts and of such
types as may be reasonably requested by the Bank, and in any
event, as are ordinarily carried by similar businesses covering
similar properties. In the case of all policies insuring
property in which the Bank shall have a security interest of
any kind whatsoever, all such insurance policies shall provide
that the proceeds thereof shall be payable to the Company and
to the Bank, as their respective interests may appear, and all
said policies or certificates thereof, including all
endorsements thereof and those required hereunder, shall be
deposited with the Bank; and such policies shall contain
provisions that no such insurance may be cancelled or decreased
without twenty (20} or more days’ prior written notice to the
Bank; and, in the event of acquisition of additional property,
real or personal, or of incurrence of additional risks of any
nature, the Company shall cause such insurance coverage to be
increased or amended in such manner and to such extent as
prudent business judgment would dictate. If the Company shall
at any time or times hereafter fail to obtain and/or maintain
any of the policies of insurance required herein, or fail to
pay any premium in whole or in part relating to any such



policies, the Bank may, but shall not be obligated to, obtain
and/or cause to be maintained, insurance coverage with respect
to the property of the Company, including, at the Bank’s
option, the coverage provided by all or any of the policies of
the Company and pay all or any part of the premium therefor,
without waiving any Event of Default, hereinafter defined, and
any sums so disbursed by the Bank shall be additicnal
obligations of the Company to the Bank payable on demand. The
Company will promptly and diligently pursue any and all claims
under any of the policies required to be maintained by the
Company hereunder. The Bank, after the occurrence of any Event
of Default, shall have the right to settle and compromise any
and all claims under any of the policies required to be
maintained by the Company hereunder and the Company hereby
appoints the Bank as its attorney in-fact, with power to
demand, receive and give receipts for all monies payable
chereunder, to execute in the name of the Company or the Bark
or both any proof of loss, notice, draft, or other instrument
in connection with such policies or any loss thereunder and
generally to do and perform any and all acts as the Company,
but for this appointment, might or could perform.

5.5 pAdditional Instruments. The Company will
promptly execute and deliver or cause to be executed and
delivered to the Bank all such additional and/or supplemental
instruments and documents from time to time as the Bank deems
reasonably necessary or appropriate for the performance of the
obligations of the Company under this Agreement and the Note,
so long as such additional instruments do not create any
additional liabilities or obligations of the Company.

5.6 Notices. The Company will promptly give notice
in writing to the Bank of (a) any condition or event which
constitutes an Event of Default hereof, as hereinafter defined,
(b) any dispute which may exist between the Company and any
governmental regqulatory body which could materially interfere
with the normal business operations of the Company, (c¢) all
litigation and proceedings against the Company in which the
amount involved is Ten Thousand Dollars ($10,000) or more and
is not covered by insurance, and (d) any events or changes in
the financial condition of the Company occurring since the date
of the last financial statements of the Company delivered to
the Bank, which individually, or cumulatively, when viewed in
light of prior financial statements, may result in a material
adverse change in the financial condition of the Company.

5.7 conduyct of Buginess and Maintepance of

Existence. The Company will do all things reasonably necessary
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Lo preserve, renew and keep in full force and effect its
corporate existence, rights, licenses, permits and franchises;
comply with all laws applicable to it which if enforced wouli
have a material adverse effect on the Company's business;
contipue to conduct and operate their business in the ordina-y
course; and at all times maintain, preserve and protect all

franchiges and trade names.

5.8 PErincipal Bank of Account. The Company will

maintain its operating accounts with the Bank and will use the
Bank as the principal depcsitory of corporate funds.

5.9 Emplovee Benefit Plans. The Company will

maintain each of its employee benefit plans (if any) in
compliance with all applicable requirements of ERISA and of che
Code and with all applicable rulings and regulations issued
under the provisions of ERISA and of the Code, and without
limiting the generality of the foregoing, will satisfy the
Minimum Funding Standard as defined in Section 412(a) of the
Code and will not engage in any Prohibited Transaction with
respect to any such plan as defined in Section 4975(c) of tkt=s
Code. The Company will promptly furnish to the Bank a
gtatemert of its chief financial officer getting forth details
of any Reportable Event (as defined in Section 4043 (b) of
ERISA) which may have occurred and the action which the Conpazy
proposes to take with respect thereto, together with a copy of
any notice of such Reportable Bvent given to the Pension
Benefit Guaranty Corporation; and promptly after receipt
thereof, furnish to the Bank a copy of any notice the Compary
may receive from the Pension Benefit Guaranty Corporation or
the Internal Revenue Service with respect to any such plan.

5.10 Loan Examipations

The Company agrees that the Bank may, at the Bank’s
option but at the Company‘s cost, conduct periodic examinations

of the Loan.

SECTION 6. NEGATIVE COVENANTS.

The Company hereby covenants that while the Note
remaing outstanding and unpaid the following covenants of the

Company shall be effective:

6.1 Limitation on Borrowing, Investments and
DRispogition of Agsets. .

The Company will noc:
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(a) Incur, create, assume or permit to exist any
indebtedness or liability for borrowed money, or any
indebtedness or liability evidenced by notes, bonds,
debentures, or similar obligations, including capitalized
leases, except (i) indebtedness to the Bank; (ii) indebtedness
exigting as of the date hereof and disclosed on Schedule 6.1
hereto; (iii) accounts payable and normal accruals incurred in
the ordinary course of business; (iv) purchase money liens
arising in the ordinary course of business; and (v)
indebtedness the terms and conditions of which have been
approved in writing by the Bank, and which indebtedness is
subordinated to the prior payment of the amounts, whether
principal or interest, outstanding under the Note and this

Agreement.

{b)  Invest in, purchase, acquire or hold
non-operating real estate or other non-operating assets, or the
obligation ox stock of any person, firm, or corporation or
other enterprise whatsoever except in the ordinary course of
business and except direct obligations of the United States of
America or certificates of deposit or other investment
instruments or accounts offered by the Bank.

(c} Sell, lease or otherwise dispose of or transfer
all, or substantially all, of its property or assets,
including, without limitation, its accounts receivables,
machinery, inventory, equipment or real property, to any other
person, firm, trust, corporation or association or enter into
any agreement to any such effect; engage in other business
dctivities apart from those reasonably related to its present
business; or enter into any sale lease-back transaction of such

property or assets.

{d) Create, incur, make, assume, or suffer to exist,
after the date hereof, any 3assignment, mortgage, pledge,
Security interest, lien, or other encumbrance of or upon any of
its property or assets, whether now owned or hereafter
acquired, to any party other than the Bank, excepting (i) liens
for taxes not delinquent or being contested in good faith by
appropriate proceedings diligently pressed and as to which
there have been set aside on its books adequate reserves: (ii)
encumbrances existing as of the date hereof and disclosed in
writing to the Bank; and (iii) liens imposed by operation of
law, such as warehouseman’s or mechanics’ liens, incurred by



the Company in good faith and in the ordinary course of
business, and (iv) purchase money liens arising in the ordinary

course of business.

(e} Grant, permit or extend any trade terms or loan
advances to any affiliated corporation, partnership, person or
other entity, except in the ordinary ccurse of business,
without the prior written consent of the Bank.

6.2 Limitation on Contingept Liahilities. The

Company will not directly or indirectly assume, endorse,
guarantee or otherwise become liable for the payment of any
indebtedness by, or obligations of any, person, partnership,
corporation or other entity, or in effect guarantee the payment
of any indebtedness or the performance of any obligations;
provided, however, that the Company may endorse negotiable
instruments for collection or assign ckattel paver or
instruments obtained in the ordinary course of business.

6.3 imitation on Fundamental nge=s. The Company
will not merge or consolidate with, become a subsidiary or
affiliate of, or sell, lease, or otherwise dispose of all or
substantially all of its assets to, any other person, firm,
corporation or association or enter into any agreement to any
such effect, or engage in other activities apar: from its
present business, without the prior approval of the Bank, which
approval shall not unreascnably be withheld.

6.4 Limitatjon on the Acceleration of Qther

Indebtednegs. The Company will not accelerate the maturity of
any indebtedness for borrowed money now or hereafter
outstanding to any other bank, lender, supplier, or other third
party, without Bank‘s approval, which approval shall not
unreasonably be withheld. ,

SECTION 7. EVENTS OF DEFAULT
7.1 Events of Default.

The occurrence of any one or core of the following
events after the expiration of any appiicable grace period
shall constitute an Bvent of Default hereunder:

(a) Failure to make any payment when due of any

installment of principal or interest or other charge due
under the Note or as required by this Agreement or under
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any other indebtedness of the Company to the Bank, whether
now existing or hereafter contracted or acquired;

(b) Any representation or warranty made by the
Company in this Agreement or in any certificate, financial
or other statement furnished at any time under or in
connection with this Agreement or with any other
indebtedness of the Company to the Bank, whether now or
hereafter existing or hereafter contracted or acquired,
shall prove to be false when made in any material respect;

orx

-

(c) Any breach or default shall (other than a payme:xt
default) be made or occur in the observance or performanca
by the Company of any term, covenant or agreement contairned
in the Note, this Agreemeat, or any other instrument
evidencing, securing or relating to any and all
indebtedness, liability or obligation of the Company to tte
Bank whether now existing or hereinafter contracted or
acquired and such breach or default is not cured within
twenty (20} days after the Bank has delivered notice

thereof to the Company; or

(d) Any breach or default shall be made in the due
and punctual payment and performance of any obligation of
the Company for borrowed money with a value of greater than
Ten Thousand Dollars ($10,000), asserted and not waived; or

(e) Any breach or default ghall be made (i) in any
payment of principal or interest due under any indebtedness
of the Company {other than to the Bank) in excess of
Twenty-£ive Thousand Dollars ($25,000.) for borrowed monev
for a period equal to the periocd of grace, if any,
applicable to such breach or default or (ii} in the
performance or observance by the Company of any other terz,
condition or covenant contained in any agreement under
which any such indebtedness is created, the effect of which
breach or default is to cause the same to become due prior

to its stated maturity; or

(£) Filing by the Company of a voluntary petition iz
bankruptcy or a voluntary petition or an answer seeking
reorganization, arrangement, readjustment of its debts or
for any other relief under Title 11 of the United States
Code, as amended, or under any other insolvency act or law,
state or federal, now or hereafter existing, or any action
by the Company or any Guarantor hereof indicating its
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consent to, approval of, or acquiescence in, any such
petition or proceeding; the application by the Company or
any Guarantor hereof for, or the appointment by consent or
acquiescence of, a receiver or trustee for it or for all or
a substantial part of its property; the making by the
Company or any Guarantor hereof of an assignment for the
benefit of creditors; the inability of the Company or any
Guarantor hereof to pay its debts as and when they become
due or the admission by the Company or any Guarantor in
writing of such inability; the Company shall dissolve or
terminate its existence; any levy shall be made upon any of
the property or assets of the Company and the continuance
of any such levy for sixty (60) days unbonded or
undischarged; or

{g) Filing of an inveoluntary petition against the
Company in bankruptcy or seeking reorganization,
arrangement, readjustment of its debts or for any other
relief under Title 11 of the United States Code, as
amended, or under any other ingolvency act or law, state or
federal, now or hereafter existing; or the involuntary
appointment of a receiver or trustee for the Company or any
Guarantor herecf or for all or a substantial part of its
property; or the involuctary dissolution or liquidation of
the Company or any Guaranteor hereof; or the issuance of a
warrant of attachment, execution or similar process against
any part of the property or assets of the Company; and the
continuance of any of such events for gixty (60) days
undismissed, unbonded or undischarged; or

(h) The Company is permanently enjoined, restrained
or in any manner prevented by court order from conducting
all or any material part of its busginess affairs; or

(i) Any change for any reason whatscever in the
executive management resulting in the dismissal of either
of the Guarantors, majority ownership or control of the
Company which shall in the reasonable judgment of the Bank
adversely affect future prospects for the successful
operation of the business of the Company without the prior
written consent of the Bank, which shall not be

unreasonably withheld; or

(}) Loss, theft, damage or destruction of any

material portion of the property of the Company for which
there is either no insurance coverage or for which, in the
reasonable opinion of the Bank, there is insufficient
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insurance coverage, or the failure of the Company to
promptly and diligently pursue any claim under any of the
insurance policies required to be maintained under
Section 5.4 hereof.

7.2 Remedies of the Bank Upor Default. ({a) Upon and

after the occurrence of any Event of Default with respect to
the Loan then and in any such event, at the option of the Bank,
the Bank may declare all amounts owing under the Note and this
Agreement and all unpaid installments thereof and interest
thereon and all other liabilities, obligations, and
indebtedness of the Company to the Bank then existing, at once
due and payable, without presentment, demand, protest or notice
of any kind, all of which are hereby expressly waived. In such
event, all property, credits, claims, and balances of whatever
nature of -the Company at any time in tke possession or control
of or owing by the Bank or its agents (remittances and property
to be deemed in possession of the Bank as soon as put in
transit to it) including, without limitation, any balances on
deposit in any account of the Company, including an account
represented by a certificate of deposit (whether or not
matured) may at any time be set off or otherwise applied by the
Bank on the paymernt ¢f all amounts owing in respect of the
Note, the Agreement and any other liabilities, obligations, and
indebtedness of the Company, or any par:t thereof, whether or
not due, in such order as the Bank shall determine. The Bank
shall have a lien on and a continuing security interest in all
instruments, documents, securities, cash and property, and the
proceeds of any of the foregoing, owned by the Campany or in
which the Company has an interest, which now or hereafter are
at any time in possession oy control of the Bank or in transit
by mail or carrier to or from the Bank or in the possession of
any third party acting on behalf of the Bank, without regard to
whether the Bank received the same in pledge, as agent for
collection or transmission or otharwise, or whether the Bank
had conditionally released the same, all of which shall at all
times constitute additional security for the Loan and may be
applied at any time after the occurrence of an Event of Default

hereunder, without notice, thereto.

(b) The Bank may look to, utilize and realize upon
any item or portion of any security held by it hereunder or
under any other security agreement, or other instrument
securing this Agreement and the Note in any order it may elect
without obligation to equalize the burden between or among the
separate items of security or portions thereof or between or
amcng the owners thereof, or to marshall the same in any way,
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and the Bank may apply any proceeds of any security in such
order as it shall determine, and after all indebtedness,
liabilities and obligations now or hereafter of the Company to
the Bank have been paid in full, the Bank shall account for any

gecurity then remaining or any surplus.

(c} The Company expressly agrees that no renewal or
extension granted, whether by acceptance of interest in advance
or otherwise, shall discharge, extend, or in any way affect the
obligations of the Company as principal debtor under this
Agreement and the Note.

SECTION 8. MISCELLANEQUS.

8.1 Reimburgement of Bapk. The Company agrees to

pay, or reimburse the Bank, for actual reasonable out-of-pccket
expenses, including reasonable counsel fees, incurred by the
Bank in connection with the-:preparation, execution or
enforcement of or the preservation of any rights under this

Agreement and/or the Note.

8.2 Lien; Setoff by Bank. The Company hereby grants

to Bank a continuing lien as security for the Loan to the Bank
upon any and all monies, securities and other property of the
Company, now or hereafter held or received by or in transit to,
to, from or for the Company whether for custody, pledge,
transmission, collection or otherwise, and alsoc upon any and
all deposits (general or special) and credits of the Company
with the Bank at any time existing. Upon the occurrence and
continuance of any Event of Default, the Bank is hereby
authorized at any time and from time to time, without notice to
the Company, to set off, appropriate and apply any or all items
hereinabove referred to against the Loan.

8.3 Notices. All notices, requests and demands to or
upon the respective parties hereto shall be sent by certified
or registered mail, return receipt requested, addressed as
follows or to such other address as may be hereafter designated
in writing by the respective parties hereto:

Company: ‘Allan W. Sydney, President
Sydney Supply Co.
176 Union Avenue
Providence, Rhcde Island 02909
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With a copy to: Irving J. Waldman, Esq.
420 Angell Street
Providence, Rhode Island 02906

Bank: Citizens Trust Company
One "Citizens Plaza
Providence, Rhode Island 02903
Attn: Mr, Mark E. McGwin, III
Assistant Vice President

With a copy to: Daniel C. Bryant, Esq.
Tillinghast Collins & Graham

One 0ld Stone Square
Providence, Rhode'Island 02903

except in cases where it is expressly herein provided that such
notice, request or demand is not effective until received by
the party to whom it is addressed.

8.4 No Waiver: Cumulative Remedies. No failure to

exercise and no delay in exercising, on the part of the Bank,
any right, power or privilege hereunder, shall operate as a
waiver thereof; nor shall any single or partial exercise of any
right, power or privilege hereunder preclude any other or
further exercise thereof or the exercise of any other right,
power or privilege. The rights and remedies herein provided
are cumulative and not exclusive of any rights or remedies

provided by law. .

8.5 Survival of Agreements. All agreements,

representations and warranties made in this Agreement and in
any certificate delivered pursuant hereto shall survive the
delivery of the Note and the making of the loan hereunder.

8.6 payment of Bxpenses and Taxes. In addition to

payment of the reascnable expenses and counsel fees provided
for in subsection 8.1 hereof, the Company agrees to pay, and to
save the Bank harmless from, any and all liabilities with
respect to, or resulting from any delay by the Company or the
Guarantor in paying, stamp and other taxes, if any, which may
be payable or determined to be payable in connection with the
execution and delivery of this Agreement, the Note and the
Mortgage or any modification of any thereof or any waiver or
consent under or in respect of any thereof. The obligations of
the Company under this subsection 8.6 and under subsection 8.1
hereof shall survive the payment of the Note and the
termination of this Agreement.
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8.7 Accounting Terms. All accounting terms not

specifically defined herein shall be construed in accordance
with generally accepted accounting principles, consistently
applied. Where any accounting determination or calculation is
required to be made under this Agreement, such determination or
calculation (unless otherwise provided) will be made in
accordance with generally accepted accounting principles,
consistently applied, except that if because of a change in
generally accepted accounting principles, the Company would
have to alter a previously utilized accounting method or policy
in order to remain in compliance with generally accepted
accounting principles, such determination or calculation will
continue to be made in accordance with the Company’s previous
accounting methods or policy.

8.8 Successorg and Assiagng. This Agreement shall be
binding upon and inure to the benefit of the Company, the Bank
and their respective successors and assignsg, except that the
Company may not transfer or assign any of its rights hereunder
without the prior written consent of the Bank.

8.9 (Counterparts. This Agreement may be executed in
any number of geparate counterparts.
8.10 Constryction. This Agreement, the Note and the

Mortgage and the rights and obligations of the parties
hereunder and thereunder shall be governed by, and construed
and interpreted in accordance with, the law of the State of

Rhode Island.

IN WITNESS WHEREQF, the parties have caused this
Agreement to be duly executed and delivered as an instrument
under seal by their proper and duly authorized officers as of
the day and year first above written.

Witness: SYDNEY SUPPLY CO.

_— \_5'1/{1(4-‘?)" :!/;—{d;h?l\ By: (»f%ﬂj Zt{\/\z%u{{; ﬁm_
/ I Allan ¥. Sydney/ 7
resident

CITIZENS TRUST COMPANY

N _
| \o\w{ﬂ (3 M BY:\:(‘[\‘":(?'(’?-‘ \,(/A//m'-. N

o Mark E. McGwin, III
Aggistant Vice President

WPPF/2057S
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EXHIBIT A
to UCC-) Financing Statement
[ ]
Debtor: secured party: WU 1 us M¥ %
Sydney Supply Co. Citizens Trust Company
176 Union Ave. One Citizens Plaza
Providence, RI 02909 Providence, RI 02903

. Debtor has granted a continuing security interest to the
Secured Party in and to the following collateral:

Receivables now owned or hereafter acquired by Debtor:

"Receivables®” means all accounts, contract rights,
instruments, documents, chattel paper, and any other obligations or
indebtedness owed to Debtor from whatever source arising now owned
by Debtor or hereafter arising; all rights of Debtor to receive any
payments in money or kind; all guarantees of Receivables and
security therefor; all cash or non-cash proceeds received by Debtor
from the disposition or collection of all of the foregoing; all of
the right, title and interest of Debtor in and with respect to the
goods, services or other property which gave rise to or which secure
any of the Receivables and insurance policies and proceeds relating
thereto, and all of the rights of Debtor as an unpaid seller of
goods or services, including, without limitation, the rights of
stoppage in transit, replevin, reclamation and resale; and all of
the foregoing, whether now existing or hereafter created or acquired.

Inventory now owned or hereafter acquired by Debtor:

*Inventory® means all goods, merchandise and other personal
property now owned or hereafter acquired by Debtor which are heid
for sale or lease, or are furnished or to be furnished under any
contract of service or are raw materials, work-in-process. supplies
or materials used or consumed in Debtor's business, and all products
thereof, and all substitutions, replacements, additions or
accessions therefor and thereto; all cash or non-cash proceeds of
all of the foregoing, including insurance proceeds, and including,
without limitation, all inventory listed on any schedule attached
hereto.



Machinervy and Equipment now owned or hereafter acquired by Debtor:

~Machinery and Equipment" means all machinery and equipment
and furniture and fixtures of Debtor (excluding automotive
equipment), now owned or hereafter acquired by Debtor, and used or
acquired for use in the business of Debtor, together with all
accessions thereto and all substitutions and replacements thereof
and parts therefor; all cash or non-cash proceeds; and including,
without limitation, all Equipment listed on any schedule attached

hereto.

Collateral now owned O hereafter acquired by Debtor:

“Collateral® means Receivables, Inventory, Machinery and
Equipment, all ledger sheets, files, records, documents and
instruments (including, without limitation, computer programs, tapes
and related electronic data processing software) evidencing an
interest in or relating to the Collateral; and all instruments,
documents, securities, cash, property and the proceeds of any of the
foregoing, owned by Debtor or in which Debtor has an interest, which
now or hereafter are at any time in possession or control of Secured
Party or in transit by mail or carrier to or from Secured Party or
in possession of any third party acting on behalf of Secured Party,
without regard to whether Secured Party received the same in pledge,
for safekeeping, as agent for collection or transmission or
ctherwise or whether Secured Party had corditionally released the

same.

SYDNEY SUPPLY CO.

By:
Allen W. Sydney
President

WPPF/21091
cab/6/28/93
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May 21, 1996

%)
TO ALL CREDITORS OF SYDNEY SUPPLY CQ.; =
176 Union Avenue -
Providence, Rhode Island :;

[==gp]

Re: Citizens Trust Company
Vs: Sydney Supply Co.
P.M. No. 96-2589

Ladies and/or Gentlemen:

Please be advised that Citizens Trust Company, a Providence,
Rhode 1Isiand banking institution, today filed an involuntary
Receivership Petition against Sydney Supply Co. ("Sydney"), a long-
time Rhode Island distributor of heating, plumbing and industrial
parts and equipment. The Court appointed the undersigned as
Receiver of Sydney for the purpose of preserving and protecting the
Company's assets and business for the benefit of whatever creditors
are entitled to the proceeds thereof. The Court has authorized the
Receiver to continue to operate Sydney's business on a day-to-day
basis pending efforts to possibly reorganize its financial affairs
so that 1t might continue to service its customers in the Rhode
Island area and continue to purchase from its many loyal and
valuable vendors. Alan Sydney and the entire staff at the Company
are working closely with the Receiver in order to maintain its

continuing high level of service for its customers during this
interim period.

This Receivership is essentially a State Court bankruptcy
proceeding where the <creditors' representative controls the
situation
mortgages and other secured claims against the Company, such as
insider claims or former stockholder claims. Any and all such
claims will only be approved and allowed after full investigation

by the Receiver and submission to the Court with full disclcsure
and notification to all creditors.

Preliminarily, it appears that Citizens Trust claims a first
secured position against Sydney's assets and claims to be cwed
approximately $860,000. The Receiver 1is advised that all taxes,

in order to evaluate and determine the wvalidity of
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wages and other obligations are paid on a current basis and that
there are approximately $350,000 in accounts payable due to
unsecured trade vendors and others. With respect to assets, there
is approximately $100,000 in cash on hand and we are advised that
there are accounts receivable of approximately $600,000, inventory
which might total between $500,000 and $600,000, as well as the
real estate where the business 1is located, which management
estimates to have a value of between $500,000 to $600,000.

ARs soon as we were appointed Receiver, we worked out
arrangements with the Bank which has agreed to cooperate at this
time by allowing the business to be operated in the usual course,
so that efforts might be made to make arrangements for continued
operation of the business of the Company as a going concern.

The Court has scheduled a Hearing for 9:30 a.m. on June 10,
1396, as set forth in the enclosed Order Appointing Temporary
Receiver, for consideration of continuation of the Temporary
Receiver as Permanent Receiver. All credi entitled

rt Hearin although vyo re n r ir
In order that vour rights might be protected, enclosed herewith is
a Proof of Claim form which we request you immediately complete,
execute and return to this office so that it might be filed
officially with the Receiver in accordance with the Court's
procedure.

If you have any questions relative to any aspect of this
proceeding, please feel free to contact the undersigned at any
time.

Very truly yours,

i £ ot 1 .\ { 'j/(’(

Diane Finkle, Receiver of
Sydney Supply Co.
DF/eq

Enclosures
GIASYINEYAVLETTERSA\CRED.LIZ
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STATE OF RHODE ISLAND 7 SUPERIOR COURT

PROVIDENCE, SC.
CITIZENS TRUST COMPANY :

Plaintiff, :

Vs, : C.A. No. 96- ij9
SYDNEY. SUPPLY CO", :

~ =* " pDafendant.

ORDER APPOINTING TEMPORARY RECEIVER

This cause came on to be heard upon the Plaintiff’s Petition

for Appointment of a Recciver and, upon considsration thereof, it

is hereby
ORDERED, ADJUDGED AND DECREED
1. That Diane Finkle, of the law firm of Winograd, Shine and

Zacks, of Providence, Rhode Island be and hereby is appointed
Temporary Receiver (the "Receiver") of the Defendant.

That said Receiver shall forthwith file a bond in the sum of
$/6, r<o. © with any surety company authorized to do business
in"the State of Rhode Island as surety thereon, conditioned
that the Receiver will well and truly perform the duties of
said office and duly account for all monies and property which
may come into the Receiver’s hands and abide by and perforn
all things which the Receiver will be directed to do by this
Court. ‘

That said Receiver is authorized to take possession and charge
of the property and assets of the Defendant, to collect the
debts and property belonging to it and to preserve the same
until further Order of this Court.

That said Receiver is authorized until further Order of this
Court, in the Receiver’s discretion and as said Receiver deems
appropriate and advisable, to conduct the business of said
Defendant, to purchase for cash or upon cradit, merchandise,
materials and other property, to engage counsel, to engage
employees and assistants, clerical or otherwise, and to do and
perform or cause to be done and performed all other acts and
thinga as are appropriate in the premises,

That, pursuant to and in compliance with Rhode Island Supreme
Court Executive Order No. 95-01, this Court finds that the
designation of the aforedescribed person fcor appointment as
Receiver herein is warranted and required because of the
Receiverf3~spatialized:expertinc and experience in operating
bugineasses in Receivership and in administrating non-routine

e R L
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Receiverships which involve unusual or complex legal,
financial, or business issues.

G. That the commencement, prosecution, or continuance of the
prosecution, of any action, suit, arbitration proceeding,
hearing, or any foreclcsure, reclamation or repossession
proceeding, both judicial and non-judicial, or any other
proceeding, 1in law, or in equity or under any statute, or
otherwise, against said Defendant or any of its property, in
any Court, agency, tribunal, or elsewhere, or before any
arbitrator, or otherwise by any creditor, stockholder,
corporation, partnership or any other person, or the levy of
any attachment, execution or other process upon or against any
property of said Defendant, or the taking or attempting to
take into poseession any property in the possession of the
Defendant or of which the Defendant has the right to
possession, or the cancellatjon at any time during the
Recelivership proceeding herein of any insurance policy, leasea
or other contract with Defendant, by any of such partias as
aforesaid, other than the Receiver designated as aforesaid, or
the termination of telephone, electric, gas or other utility
service to Defendant, by any public utility, without obtaining
prior approval thereof from thie Honorable Court, in which
connection said Receiver shall be entitled to prior notice and
an cpportunity to be heard, are hereby restrained and enjoined
until further Order of this Court.

7. That a Citation be issued to said Defendant, returnable to the
Superior Court sitting at Providence, Rhode Island on
NS , 1996, at 9:30 a.m. at whioh time and place this

cause 1is set down for Hearing on the prayer for the
Appointment of a Permanent Receiver; that tha Clerk of this
Court shall give Notice of the pendancy of the Petition herein

by publishing this Order Appointing Temporarv Receiver once in
The Providence Journal on or before {ZZ%{ 23 , 1996, and
the Receiver shall give further noticd by mailing, on or
before /77ed 30O .. 1996, a copy of said Qrder Appointing
Tenporary HRecelver to each of Defendant’s creditors and

stockholders whose addrese is known or may become known to the
Receliver.

1996.

ENTERED as an Order of this Court this ﬂ9%£~day of ﬁ%@%ﬁ '

ENIER: _BY_ORDER:
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