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I TEM 1. CHANGES | N CONTROL OF REG STRANT.
Not appli cabl e.
I TEM 2. ACQUI SI TI ON OR DI SPCSI TI ON OF ASSETS.
Not applicabl e.
| TEM 3. BANKRUPTCY OR RECEI VERSHI P.
Not applicabl e.
I TEM 4. CHANGES | N REG STRANT' S CERTI FYI NG ACCOUNTANT.
Not appli cabl e.
I TEM 5. OTHER EVENTS
NEW ASSET- BASED CREDI T FACI LI TY

Effective May 30, 2003, Galaxy Nutritional Foods, Inc. (the "Conmpany")
obtai ned from Textron Financial Corporation ("TFC') a revolving credit facility
(the "TFC Loan") in the maxi num principal anmount of $7,500,000 pursuant to the
ternms and conditions of a Loan and Security Agreenent dated as of May 27, 2003
(the "Loan Agreerment"). The TFC Loan is secured by the Conpany's inventory,
accounts receivable and all other assets. Generally, subject to the maxi mum
principal amunt which can be borrowed under the TFC Loan and certain reserves
that nmust be namintained during the termof the TFC Loan, the anpunts avail able
under the TFC Loan for borrowing by the Conpany fromtime to tine is equal to
the sumof (i) up to eight-five percent (85% of the net amount of its eligible
accounts receivable plus (ii) upto sixty percent (60% of the Conpany's
eligible inventory not to exceed $3, 500, 000.00. The criteria for the eligibility
of accounts receivable and inventory is set forth in the Loan Agreenent, however
whet her accounts receivable and inventory constitute eligible accounts
receivable and inventory is also subject to determnation by TFCin its sole
di scretion. Advances under the TFC Loan bear interest at a variable rate,
adjusted on the first (1st) day of each nonth, equal to the prinme rate plus one
and three-quarter percent (1.75% per annum calculated on the average cash
borrowings for the preceding month. The TFC Loan natures and the entire
outstanding principal balance, all accrued but unpaid interest, and all other
costs, expenses, fees and other anounts due under the Loan Agreenent or other
docunents executed in connection wth the TFC Loan or contenpl ated by the Loan
Agreenent, are due and payable in full on May 26, 2006.

Because the TFC Loan is a revolving credit facility, anmounts available for
borrowi ng under the TFC Loan nay be borrowed, repaid and reborrowed over the
course of the TFC Loan, subject to the ternms and conditions of the Loan
Agreenment. Under the Loan Agreenent and related |oan docunents, all revenues
generated by the Conpany, other than certain de minims anounts, are deposited
in a lockbox account maintained by the Conpany but controlled by TFC. Al such
revenues are autonatically used to repay anounts owing to TFC under the TFC Loan
which, in turn, will create borrow ng availability under the TFC Loan subject to
the limtations on such borrowing availability set forth in the Loan Agreenent
and the Conpany's conpliance with the terns and conditions of the Loan Agreenent
and rel ated | oan docunents.
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The TFC Loan repl aced the Conpany's previous asset-based credit facility
with FI NOVA Capital Corporation which was paid in full as of May 30, 2003.

On June 2, 2003, the Conpany issued a press release disclosing the making
of the TFC Loan. A copy of the press release is attached hereto as an exhibit.

NEW SOUTHTRUST BANK TERM LOAN AND MODI FI CATI ONS TO EXI STI NG SOUTHTRUST BANK TERM
LOANS

Sinul taneously with the closing of the TFC Loan, SouthTrust Bank, the
Conpany's termlender ("SouthTrust"), extended the Conpany an additional term
loan in the principal anmunt of $2,000,000, the proceeds of which were used to
repay, in part, the Conpany's nezzanine |oan from FI NOVA Mezzani ne Capital, Inc.
The new | oan was consolidated with the Conpany's existing termloan which had an
out standi ng principal bal ance of approximtely $8,6100,000 for a total termloan
amount of approxi mately $10, 100,000 (the "Sout hTrust Loan"). The Sout hTrust Loan



bears interest at the rate of SouthTrust's base rate of interest plus 1% an
increase of 1% over the prior termloan. SouthTrust also extended the maturity
date of the SouthTrust Loan from March 2005 to June 2009. The Sout hTrust Loan is
secured by all of the Conpany's equipment and certain rel ated assets.

Sout hTrust also renewed the Conpany's working capital termloan in the
principal anmpunt of $501,000, extending the maturity date from COctober 2003 to
April 2004 and providing for a fully anortizing paynment schedule over the term
of the | oan.

The Conpany issued to SouthTrust a warrant on May 29, 2003 to purchase
100,000 shares of the Conpany's common stock, $.01 par value. The warrant is
exercisable until June 1, 2009 at a per share exercise price of $1.97. The
closing sale price of the Coomobn Stock on the AMEX Stock Exchange on May 28,
2003 was $2. 25.

On June 2, 2003, the Conpany issued a press release disclosing the making
of the new | oan and the nodifications to the existing |oans. A copy of the press
rel ease is attached hereto as an exhibit.

PRI VATE PLACEMENT OF SECURI TI ES

On May 30, 2003, the Conpany conpleted a private placement of its Conmmon
Stock, $.01 par value, issuing a total of 2,138,891 shares to seven investors
for aggregate gross proceeds to the Conpany of $3,850,000. The purchase price of
the shares was $1.80 per share. The closing sale price of the Coombn Stock on
the AMEX Stock Exchange on May 29, 2003 was $2.15. The shares are restricted
securities that have not been registered under the Act and nay not be offered or
sold in the United States absent registration or applicable exenptions and
registration requirenents. The Conpany has undertaken the obligation to file a
registration statenent with the Securities and Exchange Conmission wthin 180
days of closing to register the shares issued in the private placenent.

A portion of the proceeds generated fromthe private placenment were used to
repay the bal ance of the Conpany's mezzani ne | oan from FI NOVA Mezzani ne Capital,
Inc. after application of the proceeds fromthe new loan from SouthTrust. The
Conpany intends to utilize the remainder of the proceeds for working capital and
general corporate purposes.

On June 2, 2003, the Conpany issued a press release disclosing the sale of
the shares. A copy of the press release is attached hereto as an exhibit.
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VASTER DI STRI BUTI ON AND LI CENSI NG AGREEMENT

The Conpany has entered into a Master Distribution and Licensing Agreenent
(the "Agreenent") with Fronmageries Bel S.A. ("Bel"), a leading branded cheese
conpany in Europe, whose brands include Mni Babybel, The Laughing Cow,
Kaukauna, Bonbel, Kiri, Port-Salut, Syl phide and the recently acquired
Leerdamer. The Agreenent becane effective upon the closing of the TFC Loan, the
new | oan from Sout hTrust and the private placenents described above. Bel also
participated in the private placenent with a $2,000, 000 i nvest ment.

Under the Agreenent, the Conpany has granted Bel exclusive distribution
rights for the Conpany's products (the "Products") in a territory conprised of
the European Union States and to nore than 21 other European countries and
territories (the "Territory"). The Conpany has al so granted Bel the exclusive
option during the termof the Agreement to elect to mnanufacture the Products
designated by Bel for distribution in the Territory.

The term of the Agreement is ten years, provided that either of the parties
may elect to terminate the Agreement by delivery of notice to the other between
March 24, 2007 and May 22, 2007, which termnation shall be effective as of
first anniversary of the date of the notice of termination. Alternatively, the
parties may mutual ly agree to continue operating under the Agreement, to convert
the Agreenent to a manufacturing and license agreement, or to termnate the
Agr eement .

Pricing for Bel's purchase of Products for distribution is based on cost
plus a multiplier formula as set forth in Exhibit 3 of the Agreement. The
mul tiplier shall be determned by the parties on a country-by-country basis. The
Agreenment also provides that Bel is required to order Products in mnimm
purchase quantities as set forth in Exhibit 4 of the Agreement for «certain
Products and as may be established by the Conpany for other Products. Delivery
of Products to Bel shall be made FOB, U S. port of shipnent. Payment by Bel for
purchases shall be nade by irrevocable letters of credit denomnated in US.
dollars to be drawn upon when the Conpany delivers Products to the comon

carrier at the U S. port of shipnent. Bel will distribute the Products wthin
the Territory under trademarks and branding devel oped and owned by Bel and may
determine, inits discretion, the price it will charge purchasers for the

Products in the Territory.

In the event Bel exercises its option to manufacture any of the Conpany's



products, the parties shall negotiate and enter into a manufacturing and |icense
agreenent setting forth the terns and conditions of the license. Bel shall pay
to the Conpany a royalty of 3 - 5%of the aggregate net sales of the products
Bel elects to nmanufacture, and annual royalties shall be subject to a mininumto

be agreed wupon by the parties. 1In the event the Conpany and Bel are unable to
agree to the mninum annual royalty anounts or any other termthat is required
to appear in the nmanufacturing agreenent, they wll refer the matter to a

neutral party who will establish the termin dispute whereupon it will becone a
part of the manufacturing agreenent.

The Agreenent al so contains other material terns and conditions including
addi ti onal covenants, representations and warranties, indemification provisions
and ot her customary provisions.

On June 2, 2003, the Conpany issued a press release disclosing the alliance
with Bel and the Agreement. A copy of the press release is attached hereto as an
exhibit.

I TEM 6. RESI GNATI ONS OF REQ STRANT' S DI RECTORS.
Not applicabl e.
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I TEM 7. FI NANCI AL STATEMENTS, PRO FORVA FI NANCI AL | NFORMATI ON AND EXHI BI TS.

Exhi bit 10.1 Loan and Security Agreenment dated as of May 27, 2003 between
Galaxy Nutritional Foods, Inc. and Textron Financial Corporation (Filed
herew th.)

Exhibit 10.2 Patent, Copyright and Tradermark Col |l ateral Security Agreenent
dated as of May 27, 2003 between Gal axy Nutritional Foods, Inc. and Textron
Fi nanci al Corporation (Filed herewith.)

Exhibit 10.3 Renewal Prom ssory Note in the principal armount  of
$10. 131, 984.85 dated as of May 28, 2003 by Galaxy MNutritional Foods, Inc.
in favor of SouthTrust Bank (Filed herewith.)

Exhi bit 10.4 Renewal Promissory Note in the principal amunt of $501, 000.00
dated as of May 28, 2003 by Galaxy Nutritional Foods, Inc. in favor of
Sout hTrust Bank (Filed herew th.)

Exhibit 10.5 Amendnent of Loan Agreement dated as of May 28, 2003 between
Gal axy Nutritional Foods, Inc. and SouthTrust Bank (Filed herewith.)

Exhibit 10.6 Amendnent of Security Agreenent dated as of May 28, 2003
bet ween Gal axy Nutritional Foods, Inc. and SouthTrust Bank (Filed
herew th.)

Exhibit 10.7 Warrant to Purchase Securities of Galaxy Nutritional Foods,
Inc. dated as of May 29, 2003 in favor of SouthTrust Bank (Filed herew th.)

Exhibit 10.8 Securities Purchase Agreenent dated as of May 21, 2003 between
Gal axy Nutritional Foods, Inc. and Fromageries Bel S. A (Filed herewith.)

Exhi bit 10.9 Registration Rights Agreenent dated as of My 21, 2003 between
Gal axy Nutritional Foods, Inc. and Frommgeries Bel S.A (Filed herewith.)

Exhibit 10.10 Securities Purchase Agreenent dated as of May 21, 2003
between Galaxy MNutritional Foods, Inc. and Frederick A DeLuca (Filed
herew th.)

Exhibit 10.11 Registration R ghts Agreenent dated as of May 21, 2003
between Galaxy Nutritional Foods, Inc. and Frederick A DeLuca (Filed
herew th.)

Exhibit 10.12 Securities Purchase Agreenent dated as of May 21, 2003
bet ween Gal axy Nutritional Foods, Inc. and Apollo Capital Managenent G oup,
L.P. (Filed herewith.)

Exhibit 10.13 Registration R ghts Agreenent dated as of May 21, 2003
bet ween Gal axy Nutritional Foods, Inc. and Apollo Capital Minagenent G oup,
L.P. (Filed herewith.)

Exhibit 10.14 Securities Purchase Agreenent dated as of May 21, 2003
between Gal axy Nutritional Foods, Inc. and Apollo McroCap Partners, L.P.
(Filed herewith.)

Exhibit 10.15 Registration Rights Agreenent dated as of May 21, 2003
bet ween Gal axy Nutritional Foods, Inc. and Apollo McroCap Partners, L.P.
(Filed herewith.)

Exhibit 10.16 Securities Purchase Agreenent dated as of May 21, 2003
between Galaxy MNutritional Foods, Inc. and Ruggieri of Wndernere Famly



Limted Partnership (Filed herewith.)
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Exhibit 10.17 Registration Rights Agreenent dated as of May 21, 2003
between Galaxy Nutritional Foods, Inc. and Ruggieri of Wndernere Famly
Limted Partnership (Filed herewith.)

Exhibit 10.18 Securities Purchase Agreenent dated as of May 21, 2003
bet ween Gal axy Nutritional Foods, Inc. and Ruggieri Financial Pension Plan
(Filed herewith.)

Exhibit 10.19 Registration Rights Agreenent dated as of May 21, 2003
bet ween Gal axy Nutritional Foods, Inc. and Ruggieri Financial Pension Plan
(Filed herewith.)

Exhibit 10.20 Securities Purchase Agreenent dated as of May 21, 2003
bet ween Gal axy Nutritional Foods, Inc. and David Lipka (Filed herewith.)

Exhibit 10.21 Registration Rights Agreenent dated as of May 21, 2003
bet ween Gal axy Nutritional Foods, Inc. and David Lipka (Filed herewith.)

Exhibit 10.22 Master Distribution and License Agreenent dated as of May 22,
2003 between Gal axy Nutritional Foods, Inc. and Fromamgeries Bel S.A (Filed
herew th.)

Exhibit 99.1 Refinancing Press Release issued by the Conpany on June 2,
2003 (Filed herewith.)

Exhibit 99.2 Equity Press Release issued by the Conpany on June 2, 2003
(Filed herewith.)

Exhibit 99.3 Frommgeries Bel Press Rel ease issued by the Conpany on June 2,
2003 (Filed herewith.)
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S| GNATURES
Pursuant to the requirenents of the Securities Exchange Act of 1934, as

amended, the registrant has duly caused this report to be signed on its behalf
by the undersigned, thereunto duly authorized.

GALAXY NUTRI TI ONAL FOODS, | NC.

June 2, 2003 By: /s/ Christopher J. New

Christopher J. New, Chief Executive Oficer
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LOAN AND SECURI TY AGREEMENT
Dated as of May 27, 2003
GALAXY NUTRITIONAL FOODS, INC., a Delaware corporation
("Borrower") and TEXTRON FINANCI AL CORPORATION, a Del awar e
corporation ("Lender"), agree as follows:
DEFI NI TI ONS
As used in this Agreenent:

"Account" or "Accounts" neans all now owned or hereafter acquired right,
title and interest in all accounts, as such termis defined in the UCC, and any
and all supporting obligations with respect to any of the foregoing.

"Account Debtor" neans a Person to whom Borrower sells inventory, goods or
services in the ordinary course of business, including without linmitation, each
Person who is obligated on a Receivable.

"Addi ti onal Docunents" has the neaning set forth in Section 3.2(d).

"Adjusted Tangible Net Worth" nmeans, with respect to Borrower, the sum of

(i) stockholder's equity, including preferred stock, determned in accordance
with GAAP and (ii) subordinated indebtedness (if any), nminus the sumof (a)
Intangi ble Assets, (b) all |oans or advances to any Person, and (c) prepaid
expenses.

"Affiliate" means, with respect to a Person, any Person which, directly or
indirectly, is in control of, is controlled by, or is under common control wth
such Person. For purposes of this definition, control of a Person shall nean the
power, direct or indirect, (x) to vote 10%or nore of the securities having
ordinary voting power for the election of directors of such Person, or (y) the
possession, directly or indirectly, of the power to direct or cause the
direction of the managenent and policies of a Person, whether through ownership
of voting securities or partnership or other voting interest, by contract or
ot her wi se.

"Agreenent"” neans this Loan and Security Agreenment, including all
Schedul es, exhibits and other attachments hereto, as the same may be anended,
suppl enent ed, extended or restated fromtine to tine.

"Agreenent Date" neans the date as of which this Agreenent is dated.
"Annual Facility Fee" means the fee referred to in Section 2.2.

"Applicabl e Law' neans all applicable provisions of constitutions, statutes,
rules, regulations and orders of governnental bodies and orders and decrees of
courts and arbitrators.

<PAGE>

"Asset Disposition" nmeans the disposition of any asset owned by Borrower or
any of its Subsidiaries, other than sales of Inventory in the ordinary course of
busi ness.

"Availability" neans at any time (a) the amount of the Borrowing Base at
such time mnus (b) the aggregate principal ambunt of Revolving Loan Advances.

"Availability Reserve" nmeans a reserve based on the requirenent that excess
Availability wunder the Revolving Credit Facility be in an anount of not |ess
than $100, 000. 00.

"Bankruptcy Code" neans the United States Bankruptcy Code, as in effect from
time to tine.

"Board" neans the duly elected and serving nenbers of the Board of Directors
of Borrower.

"Borrower" neans Borrower as defined in the preanble.

"Borrower's Incorporation Certificate" nmeans Borrower's Restated Certificate
of Incorporation filed Decenber 23, 2002 with the Secretary of State, State of
Del awar e.

"Borrowi ng" means a borrow ng of Revolving Loan Advances.

"Borrowi ng Base" neans, with respect to Borrower, an anount in dollars equal
to the lesser of (a) the Revolving Credit Limt, or (b) the sum without
duplication, of: (i) upto eight-five percent (85% of the net anpunt of the
Eligible Receivables; plus (ii) up to sixty percent (60% of the Eligible
Inventory not to exceed $3,500,000.00; mnus (iii) the Availability Reserve;



mnus (iv) the Dilution Reserve, and mnus (v) other Reserves, if any.

"Borrowi ng Base Certificate" neans the Borrowi ng Base Certificate referred
toin Section 1.2.

"Busi ness Day" neans any day other than a Saturday, Sunday or other day on
whi ch banks in Providence, Rhode Island are authorized or required to close.

"Capital Expenditures" nmeans the aggregate of all expenditures nade and
liabilities incurred that, in accordance with GAAP, are required to be included
inor reflected by the property, plant, equipnment or simlar fixed assets
accounts.

"Capitalized Lease" neans a lease that is required to be capitalized for
financial reporting purposes in accordance wth GAAP.

"Change of Control" neans the occurrence of any of the following events:
(i) the sale or transfer of all or substantially all of the assets of Borrower
as an entirety to any Person or related group of Persons other than an Affiliate
or Affiliates of Borrower; or (ii) Borrower is liquidated, dissolved, or adopts
a plan of liquidation pursuant to the Bankruptcy Code or any other bankruptcy
I aw.
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"Closing Date" neans the date of the funding of an initial Revolving Loan
Advance under this Agreenent.

"Closing Fee" nmeans the fee referred to in Section 2.1.
"Collateral"” means all of Borrower's assets, including, wthout linitation,

all of the following property and interests in property of Borrower, wherever
| ocated and whet her now or hereafter existing or now owned or hereafter acquired

or arising: (i) all Receivables; (ii) all Inventory; (iii) all Equipnent; (iv)
all Contract Rights; (v) all General Intangibles; (vi) all Investnent Property;
(vii) each Deposit Account and all certificates of deposit maintained with a

bank, savings and |oan association, credit union or like organization, other
than an account evidenced by a certificate of deposit that is an instrunent
under the UCC, (viii) all goods and other property, whether or not delivered,
(a) the sale or |lease of which gives or purports to give rise to any Receivable,

including, but not Ilimted to, all nerchandise returned or rejected by or
repossessed from custoners, or (b) securing any Receivable, including, wthout
limtation, all rights as an unpaid vendor or [lienor (including, w thout

limtation, stoppage in transit, replevin and reclamation) with respect to such
goods and ot her property; (ix) all nortgages, deeds to secure debt and deeds of
trust on real or personal property, guaranties, |eases, security agreenents, and
other agreenments and property which secure or relate to any Receivable or other
Col lateral, or are acquired for the purpose of securing and enforcing any item
thereof; (x) all docunents of title, policies and certificates of insurance,
securities, chattel paper (including electronic chattel paper and tangible
chattel paper) and other docunents and instruments; (xi) all other goods and
personal property, whether tangible or intangible, wherever |ocated, including
noney, supporting obligations, letters of credit, and each Letter-of-credit
right; (xii) all files, correspondence, conputer prograns, tapes, discs and
rel ated data processing software which contain information identifying or
pertaining to any of the Receivables, or any Account Debtor, or showi ng the
amounts thereof or paynents thereon or otherwise necessary or helpful in the
realization thereon or the collection thereof; (xii) any "comercial tort
clains”" as that termis defined in the UCC (as identified by the parties in
witing fromtime to tine) and (xiv) any and all products and proceeds of the
foregoing (including, but not limted to, any claimto any itemreferred to in
this definition, and any claimagainst any third party for |oss of, damage to or
destruction of any or all of, the Collateral or for proceeds payable under, or
unearned premunms with respect to, policies of insurance) in whatever form
i ncl udi ng, but not Ilimted to, cash, negotiable instruments and other
instrunents for the paynent of nopney, chattel paper, security agreenents and
ot her docunents.

"Contam nant" neans any waste, pollutant, hazardous substance, toxic
substance, hazardous waste, special waste, petroleum or petroleumderived
substance or waste, or any constituent of any such substance or waste.

"Contract Rights" neans any rights wunder contracts not yet earned by
performance and not evidenced by an instrunent or chattel paper.

"Covenant Conpliance Certificate" neans the Covenant Conpliance Certificate
referred to in Section 6. 1.
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"Default" shall nean an event or condition the occurrence of which would,
with the lapse of time or the giving of notice, or both, becone an Event of



Def aul t.
"Deposit Account" has the nmeaning given to it in the UCC

"Deposit Account Control Agreenment” neans each Deposit Account Control
Agreenment anong Borrower, Lender and the bank naned therein, pursuant to which
Lender shall have been granted a first priority lien and security interest in
the deposit account nore particularly described therein.

"Dilution Reserve" neans the reserve established by Lender in an anbunt not
greater than the anount by which credits, returns, discounts and allowances
related to the Receivables exceed five percent (5% of the Receivables, which
shal | be effective upon receipt by Lender of the npbst recently conpleted report
of the field exam nation of the books, records and other assets of Borrowers
conducted pursuant to Section 3.2 or wunder any other provision of this
Agr eement .

"Dollar" and "$" neans freely transferable United States dollars.
"Early Term nation Fee" nmeans the fee referred to in Section 2.5.

"EBI TDA" neans, for any period, the sumof the ampunts for such period of
(a) Net Inconme, (b) Interest Expense, (c) taxes inposed on or measured by incone
or excess profits (for such period and without regard to any prior periods), (d)
the ampbunt of all depreciation and anortization allowances and (e) other non-
cash stock conpensation expenses and benefits of Borrower.

"Eligible Inventory" means that portion of Borrower's Inventory on which
Lender has a first and exclusive perfected security interest and that Lender
determines in its sole discretion fromtine to time, based on credit policies,
market conditions, Borrower's business and financial condition and other
matters, is eligible for use in calculating the Borrowi ng Base. For purposes of
determining the Borrowing Base, Eligible Inventory shall not include: (a) work
in process, (b) slow noving, obsolete, or discontinued Inventory, (c) supply
items, pallets or packaging, (d) Inventory in the control of a third person for
processing, storage or otherwi se unless the Borrower shall have obtained and
delivered to Lender a bailee or other appropriate waiver, in formand substance
satisfactory to Lender, the original docunents or other instruments evidencing
such Inventory, or such other agreements or other docunents as Lender shall
require in its sole and absolute discretion, (e) Inventory of an age within
ninety (90) days of its respective expiration dates; (f) consigned Inventory,
(g) Inventory in transit, (h) Inventory held by Borrower for |ease or to be
furnished under a contract of service, (i) |Inventory associated wth any
contract of which Borrower has know edge that the sane may be subject to
cancellation or a naterial adverse devel opnent, (j) Inventory |located other than
at the Olando Warehouses, (k) Inventory associated with any contract to the
extent that progress or advance payments are received fromthe Account Debtor
such that Inventory is identified to such contract, or (I) Inventory the value
of which may be otherwise inpaired as determned by Lender inits sole
discretion. For purposes of this definition, Inventory that at any time is or
becones Eligible Inventory, but which subsequently fails to neet any of the
requirenents of this definition shall
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cease to be Eligible Inventory (but shall continue to be part of the Collateral)
for so long as the same fails to nmeets such requirenents.

"Eligible Receivable" neans any Receivable of Borrower that consists of
the unpaid portion of the obligation stated on the invoice issued to an Account
Debtor with respect to Inventory sold and shipped to or services perforned for
such Account Debtor in the ordinary course of business that Lender determines in
its sole and good faith discretion, based on credit policies, market conditions,
Borrower's business and other criteria, is eligible. A Receivable shall not be
an Eligible Receivable wunless such Receivable (i) is subject to Lender's
perfected first priority security interest and no other Lien, (ii) is evidenced
by an invoice or other docunentary evidence satisfactory to Lender that has been
sent to the Account Debtor, (iii) is unconditionally due and payable in Dollars
or Canadi an currency, and (iv) conforms to the warranties regardi ng Accounts and
Recei vabl es contained in this Agreenent. Eligible Receivables shall not include
any of the follow ng:

(a) a Receivable that is unpaid nore than ninety (90) days after the
original invoice date thereof or is Receivable wth paynent terms of nore than
sixty (60) days fromthe original invoice date;

(b) a Receivable where fifty percent (50% or nore of all Receivables of
the Account Debtor or an affiliated group of Account Debtors (in dollar value)
are not Eligible Receivables pursuant to clause (a) above;

(c) a Receivable owed by an Account Debtor, or affiliated group of Account
Debtors, which is obligated to Borrower respecting Receivables, the aggregate
unpai d bal ance of which exceeds fifteen percent (15% (unless otherw se agreed



toin witing by Lender) of the aggregate wunpaid balance of all otherw se
Eligible Receivables owed to Borrower at such tine by such Account Debtors, but
only to the extent of such excess;

(d) a Receivable that (i) arises from unconpleted performance on the part

of Borrower, (ii) constitutes a progress billing, advance billing, any retention
amount, or retainage, (iii) is a guaranteed sale, a sale and return, or other
repurchase or return basis; or (iv) is a "bill and hold" or involves a sale of
goods, and all such goods have not been lawfully shipped and invoiced to the
Account Debtor (or if requested by Lender, copies of all invoices, together with
al | shipping docunents and delivery receipts evidencing such shipnment have not
been delivered to Lender), unless such Account Debtor enters into a "bill and

hol d" agreenment or simlar agreement with Borrower acceptable to Lender inits
di scretion;

(e) a Receivable with respect to which the Account Debtor is either (i)
the United States or any departnent, agency, or instrunentality of the United
States (other than Receivables with respect to which Borrower has conplied, to
the satisfaction of Lender, wth the Assignment of Cainms Act of 1940, as
amended), or (ii) any state of the United States (other than (y) Receivables
owed by any state that does not have a statutory counterpart to the Assignnent
of dainms Act or (z) Receivables owed by any state that has a statutory
counterpart to the Assignment of Clainms Act as to which Borrower has conplied to
Lender's satisfaction);
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(f) a Receivable that arises froman Account Debtor that is a creditor of
Borrower, has threatened or asserted a right of setoff, has disputed its
liability or has made any claimwith respect to its obligation to pay, or a
Receivable that is subject to a levy, prior assignnent, claim Lien, subrogation
right or security interest, except that, if such Account Debtor enters into a
witten set off agreenment wth Borrower acceptable to Lender inits sole
discretion, then, in such case, the amount by which such Receivable excess the
amount of such offset will be considered eligible;

(g) a Receivable that is subject to any credit or contra provided, however,
that if the anmount of such Receivable exceeds the anount of such credit or
contra, such excess nay be considered for eligibility;

(h) a Receivable that arises from an Affiliate of Borrower or an
Interested Party;

(i) a Receivable that arises froman Account Debtor (i) that is subject to
an I nsol vency Proceeding, is not solvent or has gone out of business; (ii) to
whom goods are being shipped on a "cash on delivery" or COD. basis; or (iii)
as to which Lender or Borrower are aware of an imm nent |nsolvency Proceeding or
a material inpairnment of the financial condition;

(j) a Receivable with respect to which the Account Debtor is located in
the states of New Jersey, Mnnesota, or West Virginia (or any other state that
requires a creditor to file a business activity report or simlar docunent in
order to bring suit or enforce its remedies against such Account Debtor in the
courts or through any judicial process of such state), wunless Borrower (i) has
qualified to do business in New Jersey, Mnnesota, West Virginia, or such other
states, (ii) has filed a business activities report with the applicable division
of taxation, the departnment of revenue, or with such other state offices, as
appropriate, for the then-current year, or (iii) is exenpt fromsuch filing
requi renent;

(k) a Receivable that is evidenced by any chattel paper, promissory note,
paynment instrunent or witten agreenment or arises fromthe sale of goods by
Borrower to any Account Debtor purchasing such goods prinarily for personal,
fam ly or househol d purposes, or on a sale or return or other conditional basis;

(1) a Receivable that arises froman Account Debtor whose chief executive
office or place of organization is outside the United States or any of the
follow ng provinces of Canada: Ontario, Alberta, Mnitoba, Saskatchewan, British
Col unbia, Prince Edward Island and the Yukon Territory, wunless (i) the paynment
for such Receivable is assured by an irrevocable letter of credit payable in

United States dollars satisfactory to Lender (as to form substance, issuer and
domestic confirmng bank), the proceeds of which have been assigned to Lender
and the original letter of credit has been delivered to Lender and directly

drawable by Lender, or (ii) the paynment for such Receivable is insured by
foreign credit insurance acceptable to Lender, such credit insurance has been
collaterally assigned to Lender in formsatisfactory to Lender, and Lender has
been naned beneficiary with respect thereto;

(m a Receivable arising fromthe delivery of any toolings, sanples, trial
mer chandi se, pronotional or denonstration naterial; or
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(n) a Receivable for which Lender has notified Borrower that the Receivable
or the Account Debtor is unsatisfactory or unacceptable (which Lender reserves
the right to do in its sole good faith discretion at any tine).

For purposes of this definition, any Receivable that at any tine is or becones
an Eligible Receivable, but which subsequently fails to neet any of the
requirements of this definition, shall cease to be an Eligible Receivable (but
shall continue to be part of the Collateral) for so long as the sane fails to
meet such requirenents.

"Environnental Laws" neans all federal, state, local and foreign | aws now
or hereafter in effect relating to pollution or protection of the environnent,
including laws relating to enmissions, discharges, Releases or threatened
Rel eases of pollutants, Contaninants, chemcals, or industrial, toxic or
hazardous substances or wastes into the environment (including, wi t hout
limtation, anbient air, surface water, ground water, or land), or otherw se
relating to the manufacture, processing, distribution, use, treatnent, storage,
di sposal , renoval , transport, or handling of pollutants, Cont am nant s,
chenmicals, or industrial, toxic or hazardous substances or wastes, and all
regul ations, notices or denmand letters issued, entered, pronulgated or approved
t her eunder.

"Equi pnent” nmeans and includes, all machinery, apparatus, equipnent, notor
vehicles, tractors, trailers, rolling stock, fittings, fixtures and other
tangi bl e personal property (other than Inventory) of every kind and description
used in Borrower's business operations or owned by Borrower or in which Borrower
has an interest, and all parts, accessories and special tools and all increases
and accessions thereto and substitutions and repl acenents therefor.

"ERI SA" neans the Enployee Retirenent |Incone Security Act of 1974, as in
effect fromtime to tine.

"Escrow Agreenent"” nmeans that certain Escrow Agreenent, dated as of the
Agreenment Date anmpbng Lender, Borrower, SouthTrust, G braltar Bank, FSB, and each
other party who is a signatory thereto.

"Event of Default"™ nmeans an event described in Section 9.1 of the
Agr eement .

"FDA" neans the Food and Drug Adnministration.

"Financing Statenents" nmeans any and all Uniform Commercial Code financing
statenents, in formand substance satisfactory to Lender, namng Lender as
secured party, and Borrower as debtor.

"Fiscal Quarter" neans a fiscal quarter of any Fiscal Year.

"Fiscal Year" means the fiscal year of Borrower that ends on the |last day of
March of each year.

"Fixed Charge Coverage Ratio" neans, for any period, the ratio of (i)
Borrower's EBI TDA mi nus Unfunded Capital Expenditures nminus taxes actually paid
by Borrower in cash minus distributions and dividends paid by Borrower in cash,
to (ii) Borrower's Interest Expense
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pl us schedul ed anortization paynents (including Capitalized Lease paynents) nade
by Borrower, in each case for such period.

"GAAP" neans generally accepted accounting principles consistently applied
and mai ntained throughout the period indicated and, when used with reference to
Borrower or any Subsidiary of Borrower, consistent wth the prior financial
practices of Borrower.

"General Intangibles" nmeans all of Borrower's now owned or hereafter
acquired general intangibles, choses in action and causes of action and all
other intangible personal property of Borrower of every kind and nature (other
than Accounts), including, without linmtation, all Proprietary Rights, corporate
or ot her busi ness records, inventions, desi gns, bl ueprints, pl ans,
specifications, goodwll, conputer software, custoner lists, registrations,
licenses, franchises, tax refund clainms, reversions or any rights thereto and
any other amounts payable to Borrower fromany Plan or other enployee benefit
pl an, rights and cl ai ns agai nst carriers and shi ppers, rights to
indemi fication, business interruption insurance and proceeds thereof, property,
casualty or any simlar type of insurance and any proceeds thereof, proceeds of
insurance covering the Iives of key enpl oyees on which Borrower is beneficiary
and any letter of credit, guarantee, clainms, security interest or other security
held by or granted to Borrower to secure paynent by an Account Debtor of any of
the Accounts.

"Covernnental Approvals" neans all authorizations, consents, approvals,



licenses and exenptions of, registrations and filings with, and reports to, all
governnental bodies, whether federal, state, local or foreign national or
provincial and all agencies thereof.

"I ndebt edness" of any Person neans, without duplication, all Liabilities
of such Person, and to the extent not otherwise included in Liabilities, the
following: (a) all obligations for Money Borrowed or for the deferred purchase
price of property or services, (b) all obligations (including, during the
noncancel l able termof any lease in the nature of a title retention agreenent,
all future paynent obligations under such |ease discounted to their present
value in accordance w th GAAP) secured by any Lien to which any property or
asset owned or held by such Person is subject, whether or not the obligation
secured thereby shall have been assumed by such Person, (c) all obligations of
ot her Persons which such Person has guaranteed, including, but not limted to,
all obligations of such Person consisting of recourse liability with respect to
accounts receivable sold or otherw se disposed of by such Person, and (d) in the
case of Borrower (without duplication) all Obligations under the Loan Docunents,
provi ded that |ndebtedness shall not include unsecured trade payables or trade
credit incurred by Borrower.

"Initial Term neans the three (3) year period commencing on the Agreenent
Dat e.

"I nsol vency Proceedi ng" nmeans any proceeding comenced by or against any
Person under any provision of the Bankruptcy Code or under any other state or
federal bankruptcy or insolvency |law, assignments for the benefit of creditors,
formal or informal noratoria, conpositions, extensions generally with creditors,
or proceedi ngs seeking reorgani zati on arrangenent, or other simlar relief.

"I ntangi ble Assets" means, with respect to any Person, that portion of the
book value of all of such Person's assets that would be treated as intangibles
under GAAP.
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"Interest Expense" neans for any period as determned in conformty wth
GAAP, total interest expense, whether paid or accrued or due (including w thout
limtation, in respect of the Loans and subordinated debt, if any) and payabl e,
including without Ilimtation, the interest conponent of Capitalized Lease
obligations for such period, all bank fees that are in the nature of interest
and (to the extent not duplicative) net costs under swap, cap or other interest
rate contracts, but excluding anortized | oan costs and bank charges.

"Interest Rate" neans a variable rate, adjusted nonthly on the first (1st)
day of each nmonth during the Initial Termand each Renewal Term equal to the
Prime Rate plus one and three- quarter percent (1.75% per annum calcul ated on
the average cash borrowings for the preceding nonth. In each case, the Interest
Rate shall not be subject to rebate or proration upon the termination of this
Agreenment for any reason.

"Interested Party" neans (a) any highly conpensated enployee of Borrower
(that is, any enployee wth annual income equal or greater to the then current
standard set forth in Section 414(q)(1)(B)(i) of the Internal Revenue Code), (b)
any shareholder holding 10%or nore of the outstanding voting securities of
Borrower, and (c) any director of Borrower.

"Internal Revenue Code" neans the Internal Revenue Code of 1986, as in
effect fromtime to tinme.

"I nventory" nmeans all inventory as such termis defined in the Uniform
Commerci al Code and shall include, wthout Ilinmtation, (a) all goods intended
for sale or lease by Borrower, for display or denonstration and all other

products intended for sale by Borrower to its custoner, (b) all work-in-process,
(c) all raw materials or other materials and supplies of every nature and
description wused or which night be used in connection wth the manufacture,
packi ng, shipping, advertising, selling, l|easing or furnishing of such goods or
otherwi se used or consumed in Borrower's business, and (d) all docunents
evidenci ng and general intangibles relating to any of the foregoing.

"I nvestment" neans, wth respect to any Person; (a) the acquisition or
ownershi p by such Person of any share of capital stock, evidence of |ndebtedness
(which shall not include funds on deposit in demand deposit accounts) or other
security issued by any other Person, (b) any loan, advance or extension of
credit to, or contribution to the capital of, any other Person, excluding
advances to enployees in the ordinary course of business for business expenses,
(c) the obligations of any other Person that are guaranteed by such Person, (d)
any other investnent in any other Person, and (e) any conmmtment or option to
make any of the investnents listed in clauses (a) through (d) above.

"I nvestnment Property" has the neaning given to it in the UCC

"Lender" shal | mean Textron Financial Corporation, a
Del awar e cor poration.



"Letter-of-credit right" has the nmeaning given to it in the UCC.

"Liabilities" of any Person neans all itens (except for itens of capital
st ock, additional paid-in capital or retained earnings, or of general
contingency or deferred tax reserves) which in accordance w th GAAP woul d be
included in determining total Iliabilities as shown on the
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liability side of a balance sheet of such Person as at the date as of which
Liabilities are to be determn ned

"Lien" as applied to the property of Borrower or any Person neans: (a) any
nortgage, deed to secure debt, deed of trust, lien, pledge, charge, |ease
constituting a Capitalized Lease obligation, conditional sale or other title
retention agreenent, or other security interest, security title or encunbrance
of any kind in respect of any property of such Person, or upon the incone or
profits therefrom (b) any arrangenment, express or inplied, wunder which any
property of such Person is transferred, sequestered or otherw se identified for
the purpose of subjecting the sanme to the paynment of |ndebtedness or performance
of any other obligation in priority to the payment of the general, unsecured
creditors of such Person, and (c) the filing of, or any agreenment to give, any
financing statement under the Uniform Commercial Code or its equivalent in any
jurisdiction, excluding informational financing statements relating to property
| eased by such Person

"Loan Docunents" neans collectively this Agreenent, the Security Docunents
and each other instrunent, agreenent or docunent executed by Borrower or any
other Person in connection with this Agreenent, whether prior to, on or after
the Agreenent Date

"Loans" neans the Revol ving Loan Advances

"Lockbox" neans each United States Post O fice Box specified in the Lockbox
Agr eement .

"Lockbox Agreenent" neans each agreenent between Borrower and a bank
concerning the establishment of the Lockbox and rel ated bank deposit account for
the collection of and renmittance to Lender of Receivables

"Materially Adver se Ef fect” nmeans any act, oni ssi on, situation
circunstance, event or undertaking which would, singly or in any conbination
with one or nore other acts, omissions, situations, circunstances, events or
undert aki ngs have, or reasonably be expected to have, a materially adverse
effect upon (a) the business, assets, properties, liabilities, financia
condition and results of operations of Borrower and its Subsidiaries taken as a
whole, (b) the value of the Collateral, (c) the Security Interest or the
priority of the Security Interest, (d) the respective ability of Borrower or any
other obligor to performany material obligations wunder this Agreenent or any
other Loan Docunent to which it is a party, or (e) the legality, wvalidity
binding effect, enforceability or admissibility into evidence of any Loan
Docurment or the ability of Lender to enforce any material rights or renedies
under or in connection with any Loan Docurent.

"Money Borrowed" neans, as applied to Indebtedness, (a) Indebtedness for
nmoney borrowed, (b) Indebtedness, whether or not in any such case the sane was
for noney borrowed, (i) represented by notes payable, and drafts accepted, that
represent extensions of credit, (ii) <constituting obligations evidenced by
bonds, debentures, notes or simlar instruments, or (iii) upon which interest
charges are customarily paid or that was issued or assunmed as full or partia
paynent for property, (c) Indebtedness that constitutes a Capitalized Lease
obligation, and (d) Indebtedness that is such by virtue of clause (c) of the
definition thereof, but only to the extent
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that the obligations guaranteed are obligations that would constitute
I ndebt edness for Mney Borrowed, provided that Money Borrowed shall not include
unsecured trade payables and other trade credit incurred in the ordinary course
of busi ness.

"Net |ncone" nmeans, as applied to any Person, the net income (or net |oss)
of such Person for the period in question after giving effect to deduction of or
provision for all operating expenses, all taxes and reserves (including reserves
for deferred taxes) and all other proper deductions, all determined in
accordance with GAAP, provided that there shall be excluded: (a) the net incone
(or net loss) of any Person accrued prior to the date it becomes a Subsidiary
of, or is nmerged into or consolidated with, the Person whose Net Incone is being
determ ned or a Subsidiary of such Person, (b) the net income (or net |oss) of
any Person in which the Person whose Net Income is being deternmined or any
Subsi di ary of such Person has an ownership interest, except, in the case of net



inconme, to the extent that any such incone has actually been received by such
Person or such Subsi di ary in the form of cash dividends or sinilar
distributions, (c) any restoration of any contingency reserve, except to the
extent that provision for such reserve was made out of income during such
period, (d) any net gains or |osses on the sale or other disposition, not in the
ordi nary course of business, of Investnments, business units and other capital
assets, provided that there shall also be excluded any rel ated charges for taxes
thereon, (e) any net gain arising fromthe collection of the proceeds of any
insurance policy, (f) any wite-up of any asset, and (g) any other extraordinary
item

"Net Proceeds" neans proceeds received by Borrower or any of its
Subsi diaries in cash fromany Asset Disposition (including, wthout limtation,
paynments under notes or other debt securities received in connection wth any
Asset Disposition), net of: (a) the transaction costs of such sale, |ease,
transfer or other disposition; (b) any tax liability arising from such
transaction; and (c) anounts applied to repaynment of |ndebtedness (other than
the Obligations) secured by a Lien on the asset or property disposed.

"Notice of Borrow ng" neans a tel ephonic or electronic notice followed by a
confirmng sane-day witten notice requesting a Borrowi ng, which is given by
telex or facsimle transm ssion in accordance with the applicable provisions of
this Agreenent and which specifies (i) the anount of the requested Borrow ng,
and (ii) the date of the requested Borrow ng.

"Cbligations" neans, in each case whether nowin existence or hereafter
arising, (a) the wprincipal of, and interest and premium if any, on, the
Revol ving Loan Advances, and (b) all indebtedness, liabilities, obligations,

covenants and duties of Borrower to Lender of every kind, nature and description
arising under this Agreenent, or any of the other Loan Docunents, or in
connection wth the Revolving Credit Facility, whether direct or indirect,

absol ute or contingent, due or not due, contractual or tortious, |iquidated or
unl i qui dated, and whether or not evidenced by any note, and whether or not for
the paynent of noney, including without Ilimtation, fees and expenses required

to be paid or reinbursed pursuant to this Agreenent.

"Obligor" means Borrower and any Person who may nowor in the future
guaranty the paynent and performance of the whole or any part of the
ol i gations.
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"Orl ando Warehouses" neans those certain warehouses |ocated at 2441 Viscount
Row, Olando, Florida and 2901 Titan Row, Olando, Florida, for which each
landl ord has provided a Landlord's Wiver and Consent on ternms and conditions
acceptable to Lender.

"Payabl e Reserve" neans a reserve required by Lender fromtinme to tine in
the exercise of its discretion reflecting an amount equal to the sum of accounts
payabl e over sixty (60) days past due for which no accommodation for paynment has
been made by Borrower to the satisfaction of Lenders in its sole discretion.

"PBGC' nmeans the Pension Benefit Guaranty Corporation and any successor
agency.

"Permitted Investnents" nmeans Investnents of Borrower in: (a) negotiable
certificates of deposit or tine deposits issued by a state bank or by any United
States bank or trust conpany having capital, surplus and undivided profits in
excess of $1,000,000.00; (b) obligations issued or guaranteed by the United
States of America or any agency or instrunentality thereof which has a remaining
maturity at the tine of purchase of not nore than one year and repurchase
agreenents relating to the sane; (c) comercial paper with naturities of not nore
than 180 days and a published rating of not Iless than A-1 or P-1 (or the
equi val ent rating), (d) US. nmoney narket funds that invest solely in
obligations issued or guaranteed by the United States of America or an agency
thereof; (e) loans to enployees not prohibited under Section 7.3; and (f)
advances or extensions of credit nade by Borrower in the ordinary course of its
busi ness not to exceed $100,000.00 in the aggregate outstanding at any tine.

"Permitted Liens" nmeans: (a) Liens securing taxes, assessments and other
governnental charges or levies (excluding any Lien inposed pursuant to any of
the provisions of ERISA) or the clains of materialnmen, nechanics, carriers
war ehousermren or |l andlords for |labor, naterials, supplies or rentals incurred in
the ordinary course of business, but (i) in all cases only if payment shall not
at the time be required to be made, and (ii) in the case of warehousemen or
landlords, only if such liens are junior to the Security Interest in any of the
Collateral, (b) Liens consisting of deposits or pledges nade in the ordinary
course of business in connection wth, or to secure paynent of, obligations
under workers' conpensation, unenploynent insurance or sinmilar |egislation or
under paynent or performance bonds, (c) other Liens on real property owned by
Borrower in the nature of zoning restrictions, easenments, and rights or
restrictions of record on the use of real property, which do not materially
detract fromthe value of such property or inpair the use thereof in the



busi ness of Borrower, (d) purchase noney Liens, (e) judgnent Liens that have
been stayed or bonded deposits or pledges made in connection wth, or to secure
paynent of, worker's conpensation, (f) unenploynent insurance, old age pension
progranms mandated under Applicable Law or other social security; (g) Liens shown
on Schedule 5.5(a), and (h) Liens of Lender arising under this Agreenent and the
ot her Loan Docunents.

"Person" nmeans any individual, limted Iliability conpany, corporation,
partnership, association, trust or unincorporated organization, or a government
or any agency or political subdivision thereof.

"Plan" nmeans any enployee benefit plan as defined in Section 3(3) of ERISA
in respect of which Borrower is, or within the immediately preceding six years
was, an "enployer"” as defined in Section 3(5) of ERI SA
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"Prine Rate" means for any nonth the rate of interest per annum announced or
quoted by JPMdrgan Chase Bank on the last day of the preceding nonth as its

prime rate for comercial |oans, whether or not such rate is the lowest rate
charged by JPMdrgan Chase Bank to its nost preferred borrower, and, if such
prime rate for comercial loans is discontinued by JPMorgan Chase Bank as a

standard, a conparable reference rate designated by Lender as a substitute
therefor shall be the Prine Rate.

"Proprietary Rights" neans all of Borrower's now owned and hereafter arising

or acquired patents, pat ent appl i cations, inventions and inprovenents,
copyrights, ~copyright applications, literary rights, trademarks, trademark
applications, trade nanmes, trade secrets, service narks, data bases, conputer
software and software syst ens, including the source and object codes,
informati on systens, discs, tapes, custoner lists, telephone nunbers, credit
menoranda, goodwi ll, licenses, and other intangible property, and all other
rights wunder any of the foregoing, all extensions, renewal s, reissues,

di vi sions, continuations, and continuations-in-part of any of the foregoing, all
income, royalties, damages, clains and paynents now or hereafter due and/or
payabl e under or with respect thereto, including without limitation, damages and
paynments for past and future infringenment thereof, and all rights to sue for
past, present and future infringement of any of the foregoing.

"Recei vabl e" nmeans and includes (a) any and all rights to the paynent of
nmoney or other forms of consideration of any kind (whether classified under the
Uni form Commercial Code as Accounts, contract rights, chattel paper, general
intangibles, or otherwise) including, but not limted to, Accounts, accounts

receivable, letters of credit and the right to receive paynment thereunder,
chattel paper, tax refunds, insurance proceeds, Contract Rights, notes, drafts,
instrunents, docunments, acceptances, and all other debts, obligations and
liabilities in whatever formfromany Person, (b) all guarantees, security and
Liens for paynment thereof, (c) all goods, whether now owned or hereafter
acquired, and whether sold, delivered, wundelivered, in transit or returned,
which may be represented by, or the sale or |ease of which nay have given rise
to, any such right to paynent or other debt, obligation or Iliability, and (d)

al | proceeds of any of the foregoing.

"Regul ation U' neans Regulation U of the Board of Governors of the Federal
Reserve System (or any successor).

"Rel ease" neans release, spill, emssion, |eaking, punping, injection,
deposit, disposal, discharge, dispersal, |eaching or mgration into the outdoor
environment or into or out of any property, including the novenment of
Contam nants through or in the air, soil, surface water or groundwater.

"Renedi al Action" neans actions required to (a) clean up, renove, treat or
in any other way address Contaminants in the outdoor environment; (b) prevent
the Rel ease or threat of Release or ninimze the further Rel ease of Contam nants
so they do not nmigrate or endanger or threaten to endanger public health or
wel fare or the outdoor environment; or (c) perform pre-renedial studies and
investigations and post-renedial monitoring and care.

"Renewal Term neans the extension of this Agreenent beyond the Initial
Term as provided for in Section 1.6.
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"Reportable Event" has the nmeaning set forth in Section 4043(b) of ERISA
but shall not include a Reportable Event as to which the provision for thirty
(30) days notice to the PBGC is waived under applicable regul ations.

"Reserves" nmeans reserves established against the amount of the Revol ving
Loan Advances, which Lender in the exercise of its credit judgment and
di scretion, deens necessary to ensure paynent of the Cbligations.

"Revenues" shall nean all noney, funds, cash, proceeds, or paynents of any



kind received by Borrower fromall sources, including without Ilimtation, all
proceeds of Collateral, including Net Proceeds, insurance proceeds, and all
proceeds fromthe sale of Inventory or other Collateral, whether received in
cash, by check, by other instrument, or otherw se.

"Revolving Credit Facility" neans the revolving credit facility established
under this Agreement in an aggregate principal anmount outstanding at any one
time of $7,500,000.00 or such lesser or greater anount as shall be agreed upon
fromtinme totime in witing by Lender and Borrower.

"Revol ving Loan Advance" means a revol ving | oan made to Borrower pursuant to
Section 1.1 and "Revolving Loan Advances" neans nore than one Revolving Loan
Advance.

"SEC' neans the Securities and Exchange Commi ssion.

"Security" shall have the sanme meaning as in Section 2(1) of the
Securities Act of 1933, as anended.

"Security Docunents" neans each of the following: (a) the Financing
Statements, (b) the Trademark Agreenent, (c) each Deposit Account Control
Agreenment, (d) each Lockbox Agreement, and (e) each other witing executed and
delivered by Borrower or any other Cbligor securing the Obligations or any part
t her eof .

"Security Interest" neans the Liens of Lender on and in the Collateral
created or effected hereby or by any of the Security Docunents or pursuant to
the terms hereof or thereof.

"Sout hTrust" neans Sout hTrust Bank.

"Sout hTrust Collateral" nmeans the collateral in which the Borrower has
granted to SouthTrust a security interest as nmore fully described in that
certain Security Agreenent (Mchinery and Equi pnent) dated as of March 10, 2002,
as it has been and may hereafter be amended, supplenented, extended or restated
from time to time, and in which SouthTrust has a first priority security
interest in accordance with applicable |aw

"Sout hTrust Debt" neans those certain termloans of SouthTrust secured by
the SouthTrust Collateral.
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"Subsi diary" nmeans, (a) when used to deternmine the relationship of a Person
to another Person, a Person of which an aggregate of fifty percent (50% or nore
of the stock of any class or classes or fifty percent (50% or nore of other
ownership interests is owned of record or beneficially by such other Person, or
by one or nore Subsidiaries of such other Person, or by such other Person and
one or nore Subsidiaries of such Person, (i) if the holders of such stock, or
ot her ownership interests, (A) are ordinarily, in the absence of contingencies,
entitled to vote for the election of a majority of the directors (or other
individuals performing simlar functions) of such Person, even though the right
so to vote has been suspended by the happening of such a contingency, or (B) are
entitled, as such holders, to vote for the election of a mmjority of the
directors (or individuals performng sinlar functions) of such Person, whether
or not the right so to vote exists by reason of the happening of a contingency,
or (ii) inthe case of such other ownership interests, if such ownership
interests constitute a majority voting interest, and (b) when used with respect
to a Plan, ERISA or a provision of the Internal Revenue Code pertaining to
enpl oyee benefit plans, any other corporation, trade or business (whether or not
incorporated) which is under common control with Borrower and is treated as a
single enployer with Borrower under Section 414(b) or (c) of the Internal
Revenue Code and the regul ati ons thereunder.

"Termination Date" neans the earliest to occur of: (a) the end of the
Initial Term or such later date as to which the sanme nmay be extended pursuant
to the provisions of Section 1.6, (b) such date as the Obligations shall have
been accel erated pursuant to the provisions of Section 9.2, or (c) such date as
all Obligations shall have been irrevocably paid in full and the Revolving
Credit Facility shall have been terninated.

"Termination Event" neans (a) a Reportable Event, or (b) the filing of a
notice of intent to ternminate a Plan, or the treatnent of a Plan anendnent as a
term nation, under Section 4041(c) of ERISA, or (c) the institution of
proceedings to terminate a Plan by the PBGC under Section 4042 of ERISA, or the
appoi ntnment of a trustee to adm nister any Plan.

"Trademark Agreenent” neans the Patent, Copyright and Trademark Coll ateral
Assi gnment and Security Agreenment, dated on or about the Agreenent Date, nmade by
Borrower to Lender.

"Unfunded Capital Expenditures" means Capital Expenditures that are funded
or financed with the proceeds of any Borrow ng under this Agreenent.



"Uni form Conmercial Code" or "UCC' neans the Uniform Conmercial Code as in
effect fromtinme to time in the state of Rhode Island.

General. Unless otherwi se defined, all terms used in this Agreenent that are
defined in the UCC shall have the neaning give themin the UCC. All terns of an
accounting nature not specifically defined in this Agreenment shall have the
neani ng ascribed them by GAAP. References to any |legislation or statute or code,
or to any provision thereof, shall include any nodification or reenactnment of,
or any legislative, statutory or code provision substituted for, such
legislation, statute or code or provision thereof. References to any Person
include its successor or permitted substitutes and assigns.
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ARTICLE | - LOANS, RENEWAL AND TERM NATI ON

1.1 Revolving Loan Advances. Lender agrees, for so long as no Default or
Event of Default exists and subject to the terns of this Agreement, to neke
Revolving Loan Advances to Borrower in an aggregate anmount at any tine
outstanding up to the anmount of the Borrowing Base at such tine; provided,
however, the aggregate anount of all Loans outstanding at any time shall not
exceed the amount of the Revolving Credit Facility. It is expressly understood
and agreed that Lender intends to use the Borrowi ng Base as a maxi mumceiling on
Revol vi ng Loan Advances to Borrower; provided, however, that it is agreed that
shoul d the Revolving Loan Advances ever exceed the ceiling so deternined or any
other limtation set forth in this Agreement, such Revol ving Loan Advances shall
neverthel ess constitute Obligations secured by the Security Interest of Lender
and, as such, shall be entitled to all benefits thereof and security therefor.
Under the Revolving Credit Facility, Borrower fromtine to tinme nmay borrow,
repay, prepay and reborrow the Revolving Loan Advances pursuant to the terns of
this Agreenent.

1.2 Borrowi ng Procedures.

(a) Subject to the provisions of Section 8.1 of this Agreement, and
provided that there does not then exist a Default or an Event of Default,
Borrower nmay, fromtine to time, request that Lender make Revolving Loan
Advances to Borrower in accordance wth the terns of this Agreement. Lender
shall fund Borrower's request for Revolving Loan Advances as follows: (i) by the
cl ose of business on the day such request is received if the request is received
prior to 2:00 p.m east coast tine; and (ii) by the close of the next Business
Day if the request is received after that tine.

(b) Each request for a Revolving Loan Advance shall be nmade by
transm ssion to Lender of a Notice of Borrowing and shall, if requested by
Lender or required pursuant to Section 6.7, be acconpanied by a conplete and
accurate Borrowing Base Certificate, and shall be confirnmed by Borrower wth
Lender by tel ephone; provided, that Lender shall at any tinme have the right to
review and adjust, in the exercise of its reasonable discretion, any cal culation
set forth in the Borrowing Base Certificate or the Notice of Borrowing (i) to
reflect Lender's reasonable estimate of declines in value of any of the
Col | ateral described in such Borrowi ng Base Certificate, and (ii) to the extent
such calculation is not in accordance with this Agreenent. Borrower shall make
no nore than one (1) request for Revolving Loan Advances each day.

(c) Borrower shall reinburse Lender and hold Lender harniess from any
| oss or expense that Lender actually sustains or incurs as a consequence of the
failure of Borrower to borrow additional Loans after Borrower has requested (or
is deemed to have requested) such additional Loans, including any such |oss or
expense arising fromthe liquidation or re-enploynent of funds obtained by
Lender to naintain the Loans or fromfees payable to term nate the deposits from
whi ch such funds were obt ai ned.

1.3 Interest.

(a) Interest shall accrue on the outstanding principal balance of the
Revolving Loan Advances at the Interest Rate. Al interest accrued on the
out standi ng princi pal bal ance of
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the Revolving Loan Advances shall be cal culated on the basis of a year of three
hundred sixty (360) days and the actual nunber of days elapsed in each nonth.
Accrued interest shall be added to the outstanding principal balance of the
Loans on the first Business Day of each calendar nonth following the nonth in
whi ch such interest accrues.

(b) Upon the occurrence and during the continuation of an Event of
Default, the unpaid principal balance of the Revol ving Loan Advances shall bear
interest at a per annumrate equal to the Interest Rate plus three percent (3%
effective as of and fromthe date such Event of Default first occurred, as



determ ned by Lender.

1.4 Charges to Loan Account. At Lender's option, exercised in Lender's sole
discretion, Lender may (a) deduct the aggregate anount of principal, interest,
fees, costs, expenses, and other charges and anpbunts provided for in this
Agreenment or in any other Loan Docunents from any Revol ving Loan Advance on the
due date thereof, (b) treat such anmounts as a Revolving Loan Advance or (c)
di shurse such ambunt by way of direct payment, which such disbursenent shall be
deened to be a Revol ving Loan Advance.

1.5 Alocation of Payments and Limt of Interest. Prior to the occurrence
of an Event of Default, all Revenues received by Lender from Borrower shall be
applied pro tanto to the Obligations as follows: first to pay any fees and
expenses then due to Lender under the Loan Docunents, wuntil paidin full, and
second, to repay the principal anpbunt of all outstanding Obligations until paid
in full. Upon the occurrence and during the continuance of an Event of Default,
all Revenues received by Lender from Borrower shall be applied pro tanto to the
oligations in such manner as Lender shall determine inits sole discretion.
Lender does not intend to charge interest at a rate in excess of the highest
rate permtted by Applicable Law. Interest on any outstanding principal balance
shall be spread over the entire period that such principal balance is
outstanding. Any excess interest charges paid by Borrower to Lender shall be
applied to reduce the outstanding principal balance of the Obligations.

1.6 Renewal and Term nation.

(a) This Agreenent shall expire on the Termnation Date. This
Agreenment shall be autonatically renewed for additional one (1) year periods
upon expiration of the Initial Termunless terninated by Lender or Borrower as
provided in this Section 1.6. Borrower may terminate this Agreenent at the
expiration of the Initial Termor at the end of each Renewal by giving witten
notice of such termination to Lender at least ninety (90) days prior to the
effective date of such ternmination, and, if such termination date is on a date
other than the end of the Initial Termor a Renewal Term by paynent to Lender
of the Early Termination Fee as provided in Section 2.5 hereof. Lender may
terminate this Agreenment (i) at the expiration of the Initial Termor at the end
of each Renewal by giving witten notice of such termnation to Borrower at
| east ninety (90) days prior to the effective date of such termnation and (ii)
at any tinme during the existence of an uncured Event of Default.

(b) Upon the termination of this Agreenent for any reason as herein
provi ded, Borrower shall be required to pay, discharge and satisfy, no later
than the effective date of such termination, the Revolving Loan Advances, all
accrued and unpaid interest and fees, any Early Ternmination Fee, and all other
non- contingent Obligations outstanding.
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(c) Al under t aki ngs, agreenents, covenants, warranties and
representations of Borrower contained in this Agreenent and the other Loan
Docunents shall survive any such ternmination, and Lender shall retain each and
every Security Interest, and all other rights and renedi es of Lender under this
Agreenment and the other Loan Documents, notw thstanding such term nation until
Borrower has paid the anpunts described in Section 1.6(b).

(d) Notwithstanding the paynent in full of the Revolving Loan
Advances, all accrued and unpaid interest and fees, any Early Ternination Fee,
and all other non-contingent OCbligations outstanding, Lender shall not be
required to termnate its Security Interests unless, with respect to any |oss or
damage Lender nmay incur as a result of dishonored checks or other itens of
paynment received by Lender from Borrower or any Account Debtor and applied to
the nligations, Lender shall (i) have received a witten agreenent, executed by
Borrower and by any Person whose | oans or other advances to Borrower are used in

whole or in part to satisfy the Ooligations, indemifying Lender from any such
|l oss or damage; or (ii) have retained such nonetary reserves and its Security
Interest for such period of time as Lender, in its reasonable discretion, nmay

deem necessary to protect Lender from any such | oss or danmge.
ARTICLE Il - FEES

2.1 dosing Fee. In order to induce Lender to enter into this Agreenent and
to make the Loans, Borrower shall pay a Closing Fee in accordance with the
Escrow Agreenent and Schedule 2 thereto. The O osing Fee shall be fully earned
by Lender as of the date hereof.

2.2 Facility Fee. Borrower shall pay to Lender an Annual Facility Fee in an
anpbunt equal to $37,500.00 on the first and second anniversary date of this
Agreenment, which Annual Facility Fee shall be fully earned by Lender as of each
due date thereof.

2.3 Field Exanmination Fee. For each field exam nation of the books, records
and other assets of Borrower performed by one or nore enployees or agents of
Lender, Borrower shall pay to Lender a field exam nation fee in an amount equal



to $750.00 (or such other ampbunt as Lender shall establish fromtine to time on
notice to Borrower) for each day spent by each such enployee in performng
and/or summarizing the results of such exam nation (including all necessary
travel tine) plus all reasonable "out-of- pocket" expenses. Field exani nations
shal |l be perforned by Lender no nore frequently than quarterly, and, if Borrower
isin default, wth such frequency as Lender shall determine inits sole
discretion, and each field exanination fee shall be payable by Borrower to
Lender on the date on which each such field exanmi nation is perfornmed.

2.4 Wre Transfer Fee. For each wire transfer initiated by Lender to or for the
benefit of Borrower, Borrower shall pay to Lender a fee of $25.00 or such higher
amount as Lender shall reasonably establish fromtine to tine.

2.5 Early Termination Fee. If for any reason this Agreenment is term nated
by Borrower prior to the end of the Initial Termor any Renewal Termof this
Agreenment, in view of the inpracticality and extrene difficulty of ascertaining
actual damages and by nmutual agreement of the parties as to a reasonable
calculation of lost profits of Lender as a result thereof, Borrower agrees to
pay to Lender, upon the effective date of such termination, an Early
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Termination Fee in an anount equal to the followi ng percentage of the amount of
the Revolving Credit Facility corresponding to the period in which the
term nati on date occurs:

Per cent age of Revol ving Peri od

3% From Agreenent Date to and
including the first
anni versary of the Agreenent
Dat e

2% Fromthe first anniversary of
the Agreenent Date to and
i ncl udi ng the second
anni versary of the Agreenent
Dat e

1% From and after second
anni versary of the Agreenent
Date but on or prior to the
Term nation Date

The Early Termination Fee shall be presuned to be the anount of damages
sustai ned by Lender as a result of such early term nation, and Borrower agrees
that it is reasonable under the circunstances currently existing. |In addition,
Lender shall be entitled to the Early Term nation Fee upon the termnation of
this Agreenent by Lender on account of any Event of Default as provided in
Section 9.2 or the occurrence of an Event of Default described in Section
9.1(h). The Early Term nation Fee shall be deened included in the Obligations.

2.6 Costs and Expenses. Borrower agrees to reinburse Lender for all
reasonabl e out-of-pocket expenses incurred by Lender in connection wth the
Loans, including, but not linmted to, filing fees, tax, lien and judgnment search
fees, fees of outside auditors, bank fees, outside attorneys' fees, allocated
costs of internal counsel, and any other reasonable fees or expenses.

2.7 Unused Line Fee. Borrower shall pay to Lender an unused |line fee equal
to one-fourth of one percent (0.25% per annum of the anmount of the Revol ving
Credit Facility not used for cash Borrowings. Such wunused line fee shall be
payable nonthly in arrears on the first (1st) day of each nonth during the
Initial Termand each Renewal Term and shall be cal culated on the average cash
Borrowi ngs for each preceding nonth, and shall not be subject to rebate or
proration upon the termnation of this Agreenent for any reason. The Unused Line
Fee shall be deened included in the Obligations.

2.8 Collateral Mnitoring Fee. Borrower shall pay to Lender a collateral
nmonitoring fee in an ambunt equal to $1,500 per nmonth during the termof this
Agreement. The collateral nmonitoring fee shall be payable on the first day of
each nonth. Each collateral nonitoring fee shall be deened included in the
ol i gati ons when charged.

ARTICLE Il - GRANT OF SECURI TY | NTEREST

3.1 Gant of Security Interest. To secure the paynent, perfornance and
observance of the Obligations, Borrower grants and hereby assigns, nortgages,
and pl edges, to Lender all of the Collateral, and grants to Lender a continuing
security interest in, and a Lien upon, and a right of set off against, all of
the Collateral.
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3.2 Continued Priority of Security Interest.

(a) The Security Interest granted by Borrower shall at all tinmes be
valid, perfected and enforceable against Borrower and all third parties in
accordance wth the ternms of this Agreenent, as security for the
Obligations, and the Collateral shall not be at any tine subject to any
Liens that are prior to, or on parity wth or junior to the Security
Interest, other than Permitted Liens. Borrower represents and warrants to
Lender that none of the lenders holding a Permitted Lien has a security
interest in the Collateral superior in priority to the Lien of Lender
granted under this Agreenent, other than the first priority security
interest of SouthTrust in the SouthTrust Collateral.

(b) Borrower shall, at its sole cost and expense, take all action that
may be necessary or desirable, or that Lender nay reasonably request, so as
at all times to naintain the validity, perfection, enforceability and rank
of the Security Interest in the Collateral in conformty wth the
requirements of Section 3.2(a), or to enable Lender to exercise or enforce
its rights hereunder.

(c) Borrower covenants and agrees with Lender that fromand after the
Agreement Date and until the Term nation Date:

(i) In the event that any Collateral, including proceeds, is evidenced
by or consists of negotiable collateral (including wthout limitation
letters of credit, Letter-of-credit rights, instruments, prom ssory notes,
draft docunents or chattel paper (including electronic and tangible chattel
paper)), and if and to the extent that perfection or priority of Lender's
security interest is dependent on or enhanced by possession, Borrower,
i medi ately upon the request of Lender, shall endorse and deliver physical
possessi on of such negotiable collateral or chattel paper to Lender.

(ii) Borrower shall take all steps reasonably necessary to grant
Lender control of all electronic chattel paper in accordance wth the UCC
and all "transferable records" as defined in each of the UniformEl ectronic

Transaction Act and the Electronic Signatures in dobal and National
Commerce Act; and

(iii) If Borrower retains possession of any chattel paper or
instruments with Lender's consent, such chattel paper and instruments shall
be marked with the following legend: "This witing and the obligations
evidenced or secured thereby are subject to the security interest of
Textron Financial Corporation.”

(d) At any tinme upon the reasonabl e request of Lender, Borrower shall
execute (or cause to be executed) and deliver to Lender, any and all
financing statements, original financing statenents in lieu of continuation
statenents, fixture filings, security agreenents, pledges, assignnents,

endorsenents of certificates of title, and all other docunments (the
"Additional Docunents") upon which Borrower's signature may be required
that Lender may request in its discretion, in form and substance

satisfactory to Lender, to perfect and continue the perfection of or better
perfect Lender's Liens in the Collateral (whether now owned or hereafter
arising or acquired), and in order to consummate fully all of the
transacti ons contenpl ated hereby and under the other Loan Docunents. To the
maxi mum extent permitted by
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Applicable Law, Borrower authorizes Lender to execute any such Additional
Docunments in Borrower's nane and authorizes Lender to file such executed
Addi ti onal Docunents in any appropriate filing office. In addition, on such
periodic basis as Lender shall require, Borrower shall (a) provide Lender
with a report of all new patentable, copyrightable (other than materials
commonly prepared in the ordinary course of business), or tradenarkable
materials acquired or generated by Borrower during the prior period, (b)
cause to be prepared, executed, and delivered to Lender supplenental
schedules to the applicable Loan Docunents to identify such patents,
copyrights, and trademarks that have been or will be registered by the
Borrower wth the appropriate filing office as being subject to the
security interests created thereunder, and (c) execute and deliver to
Lender such docunents as Lender may require to perfect its security
interest in such registered patents, copyrights, and tradenarks. Borrower
authorizes Lender to transmit, conmmunicate or, as applicable, file any
financing statement under the UCC, record, in-lieu financing statenent,
anendnent, correction statenent, continuation statenent, termnation
statenent or other instrument describing the Collateral as "all personal
property of Debtor" or "all assets of Debtor" or words of simlar effect in
such jurisdictions and in such filing offices as Lender may deem necessary
or desirable in order to perfect any security interest granted by Borrower
under this Agreenment and the other Loan Docunents without signature.



Borrower hereby ratifies, to the extent necessary, Lender's authorization
to file a financing statenent, if such financing statement has been
pre-filed by Lender prior to the Agreenent Date. Prior to repaynent in full
and final discharge of the Obligations, Borrower shall not term nate, anend
or file a correction statement wth respect to any financing statenent
filed pursuant to this Section 3.2(d) wthout Lender's prior witten
consent .

(e) Borrower shall pronptly notify Lender in witing upon incurring or
ot herwi se obtaining a comrercial tort claim as that termis defined in the
UCC, after the date hereof against any third party and, wupon request of
Lender, pronptly anmend Schedule 1 to this Agreenent, authorize the filing
of additional or anendnents to existing financing statenments and do such
other acts or things that are necessary or desirable by Lender to give
Lender a security interest in any such comercial tort claim

(f) Borrower shall mark its books and records as directed by Lender
and as may be necessary or appropriate to evidence, protect and perfect the
Security Interest and shall cause its financial statenents to reflect the
Security Interest.

ARTICLE 1V - PROCEEDS OF COLLATERAL, RECEI VABLES AND COLLECTI ONS

4.1 Borrower's Proceeds of Collateral. Borrower shall pay to Lender all
proceeds of Collateral, including Net Proceeds, immediately wupon Borrower's
recei pt thereof; except that, Revenues fromthe SouthTrust Collateral shall be
paid to SouthTrust first until the SouthTrust Debt is paid in full and then the
bal ance, if any, to Lender. For purposes of calculating interest ow ng by
Borrower hereunder, Lender shall apply the anount of such Revenues to the
ol igations two (2) Business Days follow ng the date upon which Lender receives
such Revenues in imediately avail abl e funds.
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4.2 Collection of Receivables and other Collateral.

(a) Borrower shall establish and maintain, at its expense, a Lockbox,
in the sole discretion of Lender, wth such banks as are acceptable to Lender
pursuant to documentation satisfactory to Lender, in its discretion, into which
Borrower shall pronptly deposit or cause to be deposited all Revenues (other
than de m ninus Revenues directly collected by Borrower at its business prenises
in an aggregate anount not to exceed $10,000 per nonth); provided, that, not
later than one hundred eighty (180) days of the date of the initial Loan
hereunder, Borrower shall cause all Revenues to be deposited in the Lockbox at
Sout hTrust and will discontinue wuse of the Lockbox at Regions Bank. Borrower
shall direct and instruct all of its Account Debtors to directly remt to such
Lockbox all payments on Receivables and all other paynents constituting
Revenues, in the identical formin which such paynents are nade, whether by
cash, check or other manner of paynment. |f, notw thstanding such instructions,
Borrower receives any Revenues directly, Borrower shall hold such Revenues in
trust as Lender's trustee and within one (1) Business Day of recei pt Borrower
shal | deposit such Revenues directly into the Lockbox. Borrower agrees that all
paynments nmade to the Lockbox or other funds received and collected by Lender,
whet her in respect of the Receivables, as other Revenues, or otherw se, shall be
subject to Lender's sole control and shall be treated as paynents to Lender in
respect of the bligations and therefore shall constitute the property of Lender
to the extent of the anpunt of the outstanding Obligations.

(b) Lender or its designee may, in Lender's sole discretion, at any
time during which an Event of Default exists, notify Account Debtors of the
Security |Interest and collect Receivables directly from Account Debtors and
charge the collection costs and expenses to Borrower as additional Loans.
Wiet her or not a Default or an Event of Default has occurred, any of Lender's
officers, enployees or agents shall have the right, at any tine or times
hereafter, in the nane of Lender, any designee of Lender, or Borrower, to verify
the validity, ampunt or any other natter relating to any Receivables by nail,
tel ephone, electronic communi cation or otherw se. Borrower shall cooperate fully
with Lender in an effort to facilitate and promptly conclude any such
verification process.

ARTI CLE V - REPRESENTATI ONS AND WARRANTI ES

Borrower represents and warrants to Lender, as of the date of this Agreenent
and at all times that Lender nmakes Loans to Borrower, as follows:

5.1 Exi stence, Power and Authority; Borrower Affiliates;
Subsi di ari es.

(a) Organization; Qualification. Borrower is a corporation duly
organi zed, validly existing and in good standing under the laws of its
jurisdiction of incorporation, as identified in Schedule 5.1(a), having the
corporate power and authority to own its properties and to carry on its business



as now being and hereafter proposed to be conducted, and Borrower is duly
qualified and authorized to do business in the jurisdictions listed on Schedule
5.1(a) and in each jurisdiction in which the nature of its business or the
ownershi p and characteristics of its property requires such qualification or
aut hori zation, except where the failure to be so qualified would not have a
Materially Adverse Effect. The jurisdictions in which Borrower is qualified to
do business as a foreign entity are listed on Schedule 5.1(a).
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(b) Power. Borrower has the right and power, and has taken all
necessary action to authorize it, to execute, deliver and performthe Loan
Docunents in accordance with their respective terns. Each of the Loan Docunents
has been duly executed and delivered by the duly authorized officers of Borrower
and each is, or each when executed and delivered in accordance wth this
Agreement will be, a Ilegal, valid and binding obligation of Borrower,
enforceabl e against Borrower in accordance wth its terms. Al of the
transactions contenpl ated under the Loan Docurments are within Borrower's powers
and are not in contravention of law or the terns of Borrower's |ncorporation
Certificate or Borrower's by-laws, or other organizational docunentation, or any
material agreenent or undertaking to which Borrower is a party or by which
Borrower or its property is bound, and does not result in the creation or
inmposition of any lien, charge or encunbrance upon any assets of Borrower, other
than the Lien of Lender.

(c) Borrower Affiliates; Subsidiaries. Except as set forth on Schedul e
5.1(c), Borrower has no Affiliates or Subsidiaries.

(d) Capitalization. The outstanding shares of «capital stock of
Borrower have been duly and validly issued and are fully paid and nonassessabl e.
Except as set forth on Schedule 5.1(d), there are no existing warrants, options,
or conmmtnments of any kind or nature convertible into capital stock of any class
of Borrower.

(e) Business. Borrower is engaged principally in the business(es)
described on Schedule 5.1(e).

5.2 Conpliance with Other Agreenents and Applicable Law. Except as set
forth on Schedule 5.2, Borrower is not in default under, or in violation in any
respect of, any mmterial agreement, contract, instrument or other commitnent to
which Borrower is a party or by which Borrower or its property is bound, and
Borrower is in conpliance in all nmaterial respects wth all GCovernnental
Approval s applicable to or required in connection with the conduct of Borrower's
busi ness and affairs, and Borrower is otherwise in conpliance in all material
respects with all Applicable Laws.

5.3 Absence of Litigation. Except as set forth on Schedule 5.3, there are
no actions, proceedings or investigations pending or threatened against
Borrower, or any of its assets, which, if adversely deterni ned agai nst Borrower
can reasonably be expected to have a Materially Adverse Effect on the assets,
financial condition or business of Borrower.

5.4 Taxes and Returns. Except as set forth on Schedule 5.4, Borrower has
tinely filed all tax returns which Borrower is required by lawto file or has
obtained valid extensions, and all taxes and other suns related to the paynent
of taxes owi ng by Borrower to any governnental authority have been fully paid
and Borrower nmmintains adequate reserves to pay such tax liabilities as they
accrue.

5.5 Lien Priority and Nature of Certain Collateral.

(a) Liens. Except for the SouthTrust Collateral, Lender has a
perfected first priority security interest in the Collateral and, except for the
Li ens descri bed on Schedule 5.5(a) and the other Pernmitted Liens, none of the
properties and assets of Borrower is subject to any Lien. As to the SouthTrust
Col l ateral, Lender has a security interest junior to SouthTrust. O her
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than the Financing Statenents of Lender pursuant to this Agreenent, no financing
statenent under the Uniform Commercial Code of any state or other instrunent
evidencing a Lien that nanes Borrower as debtor has been filed (and has not
been, or will not upon repaynent of outstanding |oans fromthe proceeds fromthe
Loans upon or about the Closing Date be, termnated) in any state or other
jurisdiction, and Borrower has not signed any such financing statenment or other
instrument or any security agreenent authorizing any secured party thereunder to
file any such financing statenent or instrument, except to perfect the Liens
listed on Schedule 5.5(a) and the other Permtted Liens and those that will no
| onger be effective upon repaynent of outstanding |oans fromthe proceeds from
the Loans on or about the O osing Date. Borrower further represents and warrants
that since April 4, 2003, Borrower has not granted any new Liens on the
Coll ateral or authorized the filing of any financing statenents other than to



Lender.

(b) Title. Except as set forth on Schedule 5.5(b), Borrower has valid
and legal title to or leasehold interest in all personal property, real
property, and other assets used in its business.

(c) Receivables. Each Eligible Receivable has arisen fromthe sale and
delivery of goods or fromservices rendered by Borrower, is genuine, conplete
and, in all other respects, what it purports to be, and is not otherw se
ineligible under the standards set forth in this Agreenent.

(d) Inventory. Al Inventory is located on the prem ses set forth on
Schedul e 5.5(d) or is Inventory in transit to one of such |ocations, except as
otherwise disclosed in witing to Lender. Borrower has not, wthin the twelve
(12) nonths preceding the Agreenent Date, |located any |Inventory at prenises
other than those set forth on Schedul e 5.5(d).

(e) Equiprent. Al Equiprment currently in use in Borrower's business

is in good order and repair in all material respects and is located on the
premi ses set forth on Schedule 5.5(e). Borrower has not, within the twelve-(12)
months preceding the Agreenent Date, |ocated any Equi pnent at prenises other

than those set forth on Schedule 5.5.(e)

(f) Real Estate. Borrower owns or |eases no real property other than
that described on Schedule 5.5(f).

(g) Corporate and Fictitious Nanes. Except as otherw se disclosed on
Schedule 5.5(g), during the five-year period preceding the Agreenent Date,
neither Borrower nor any predecessor of Borrower has been known as or used any
corporate or fictitious nane other than the name of Borrower as first set forth
in this Agreenent.

5.6 Principal Place of Business. Borrower's principal places of business
and, if Borrower has nore than one principal place of business, Borrower's chief
executive office, are |located at the addresses set forth on Schedule 5.6. All
books and records pertaining to the Collateral are kept by Borrower at its
princi pal places of business.
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5.7 Environmental Conpliance.

(a) Except as set forth on Schedule 5.7, to the best of Borrower's

know edge, Borrower has not Released, generated, wused, stored, treated,
transported, nmanufactured, handl ed, produced or disposed of any Contam nants on
or off its prenmises (whether or not owned by Borrower), in any manner that

violates in any material respect any applicable Environnental Laws or any
Governmental Approvals, and the business and operations of Borrower conply in
all naterial respects with all Environmental Laws and all Governnental Approvals
and simlar authorizations.

(b) Except as set forth on Schedule 5.7, to the best of Borrower's
know edge (i) there is not and has not been any Renedial Action taken wth
respect to any real estate |leased by Borrower, (ii) there has not been nor is
there now pending any investigation, proceeding, conplaint, order, directive,
claim citation or notice by any governnental authority or any other person with
respect to any non-conpliance with or violation of the requirements of any
Envi ronmental Laws by Borrower, or (iii) there has not been any Release,

threatened or actual, of any Contaminants, or generation, use, storage,
treatment, transportation, manufacture, handling, production, or disposal of any
Contam nants, or any other environnental, health or safety matter, which

materially adversely affects (A) Borrower, (B) its business, operations, or
assets, or (C) any properties at which Borrower has transported, or stored any
Cont ami nants.

(c) Except as set forth on Schedule 5.7, Borrower has no liability
(contingent or otherwise) with a known Rel ease, threatened or actual, fromany
real property owned or |eased by Borrower, or the generation, use, storage,
treatnment, transportation, manufacture, handling, production, or disposal of any
Cont ami nant, on the owned or |eased real property.

(d) AIl material Governnmental Approvals or simlar authorizations
required to be obtained or filed in connection wth the operations of Borrower
under any Environnental Laws have been obtained, and all Covernnental Approvals
and similar authorizations are valid and in full force and effect in all
respects.

5.8 Proprietary Rights. A correct and conplete schedule of all of
Borrower's registered Proprietary Rights is set forth in Schedule 5.8 and none
of the Proprietary Rights is subject to any licensing agreenent or sinilar
arrangenent, except as set forth on Schedule 5.8 or as entered into in the
ordinary course of Borrower's business. To the best know edge of Borrower (i)
none of the Proprietary Rights infringes on the valid trademark, trade naneg,



copyright, or patent right of any other person or entity, and (ii) no other
person's or entity's property infringes on the Proprietary R ghts, in any
material respect. The Proprietary Rights described on Schedule 5.8 constitute
all of the property of such type necessary to the current conduct of the
busi ness of Borrower.

5.9 Trade Nanmes. All trade nanes or styles under which Borrower sells
I nventory or Equi pment or creates Accounts, or to which instruments in paynent
of Accounts are nade payable, are |listed on Schedul e 5.5(g) and Schedul e 5.9.

5.10 Enployee Relations. Borrower has a stable work force in place and
Borrower is not, except as disclosed on Schedule 5.10, party to any collective
bar gai ni ng agreenent nor has
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any | abor union been recognized as the representative of Borrower's enployees,
and Borrower knows of no pending, threatened, or contenplated strikes, work
st oppage or other |abor disputes involving any of Borrower's enployees.

5.11 Enpl oyee Pension Benefit Plans. Each Plan nmeets the m ni mum fundi ng
standards of Section 302 of ERISA, if applicable, and no Term nation Event has
occurred with respect to any Plan of Borrower.

5.12 Bank Accounts. Borrower has provided to Lender in witing a conplete
and correct list of all checking accounts, deposit accounts, and other bank
accounts naintai ned by Borrower.

5.13 Accuracy and Conpl eteness of Information. Al representations and
warranties set forth in this Article V, and all statenents and ot her information
furni shed by or on behalf of Borrower in connection wth this Agreenment or any
of the Loan Docunents, are true and correct in all naterial respects and do not
omt any material fact; except that, the information certificate provided by
Bor r ower to Lender shall be deened suppl enent ed and updated by the
representations and warranties set forth in this Article V and the Schedul es
attached hereto. Each financial statement furnished by or on behal f of Borrower
presents fairly the financial condition of Borrower as of the date of such
statenent and for the rel evant period(s) then ended.

5.14 Software License Conpliance. Borrower warrants and represents that all
software used by Borrower on any of Borrower's conputers is either Borrower's
proprietary software or is duly licensed, numintained and operated in materi al
conpliance with the software owner's |icense ternms and conditions.

5.15 I nvestment Conpany; O her Regulations. Borrower is not an "investnent
conpany" or a conpany "controlled" by an "investnent conpany”, wthin the
nmeani ng of the Investment Conpany Act of 1940, as anended. Borrower is not
subject to regulations under any federal or state statute or regulations which
limts its ability to incur |Indebtedness or which nay otherwise render all or
any portion of the Obligations unenforceable.

5.17 Survival of Warranties; Cunulative. Al representations and warranties
contained in this Agreenent or any of the other Loan Docunents shall survive the
execution and delivery of this Agreement, any investigation made by or on behal f
of Lender, or any Borrowi ng hereunder, and shall be deened to have been nade
again to Lender on the date of each additional Borrowing or other credit
acconmodation under this Agreenent, except to the extent such representations
and warranties expressly relate to an earlier date (in which case such
representations and warranties shall have been true and accurate on and as of
such earlier date), and shall be conclusively presuned to have been relied on by
Lender regardl ess of any investigation made or information possessed by Lender.
The representations and warranties set forth in this Agreenment and in the other
Loan Docunents shall be cumulative and shall be in addition to any other
representations or warranties which Borrower shall now or hereafter give, or
cause to be given, to Lender.
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ARTI CLE VI - AFFI RVATI VE COVENANTS

Until this Agreement has been term nated and all Obligations have been paid
in full, Borrower covenants and agrees with Lender as foll ows:

6.1 Financial Statenents. Borrower shall deliver to Lender:

(a) for each Fiscal Year, imediately wupon filing the sane with the
SEC, provided such filing is not deemed late wunder applicable law or
regul ations, Borrower's Form 10-K; provided, that, if Borrower's Form10-K is
not filed within ninety (90) days following the close of each Fiscal VYear,
Borrower's annual audited financial statenments certified by a recognized firm of
certified public accountants acceptable to Lender as having been prepared in
accordance wth GAAP and as presenting fairly the financial condition of
Borrower as of the date thereof and for the period then ended, including, incone



statenent, balance sheet, and statenment of cash flow (and including any
managenent letter to Borrower fromsuch accountants, to be delivered not |ater
than thirty (30) days after such letter is issued);

(b) for each Fiscal Quarter (other than the fourth Fiscal Quarter),
imrediately upon filing the sane with the SEC, provided such filing is not
deened | ate under applicable I aw or regul ations, Borrower's Form 10-Q provided,
that, for the fourth Fiscal Quarter of each Fiscal Year and if Borrower's Form
10-Qis not filed within forty-five (45) days of any other Fiscal Quarter,
unaudi ted financial statements, including incone statenent, balance sheet, and
statenment of cash flow, for Borrower prepared in accordance w th GAAP (subject
to the absence of notes and to annual audit adjustnent), certified by an
Executive Officer of Borrower as presenting fairly the financial condition of
Borrower as of the date thereof and for the period then ended;

(c) pronptly after the filing thereof, a true, correct, and conplete
copy of each material report and registration statenent other than described in
(a) and (b) above, including anendnents, and extensions filed with the SEC
including, wthout limtation, each Form8-K filed by or on behalf of Borrower
with the SEC

(d) within ten (10) days of receipt by Borrower, copies of all FDA
and State of Florida inspection reports.

(e) upon Lender's reasonabl e request, such ot her financi al
information, including, (i) wthin thirty (30) days after the close of each
nont h, reasonably detailed nonthly and fiscal year-to-date financial statenents,
including income statenent, balance sheet, and statement of cash flow, prepared
in accordance wth GAAP (subject to the absence of notes and to annual audit
adjustnent), certified by the chief executive officer, chief financial officer,
or other authorized individual of Borrower as presenting fairly the financial
condition of Borrower, which, for the end of each nonth, shall also include a
Covenant Conpliance Certificate, in the formof Exhibit A attached hereto,
setting forth a calculation of the financial covenants described in Section 7.6
below, and the status of all other nonetary covenants set forth in this
Agreenment, (ii) at least sixty (60) days prior to the end of Borrower's Fiscal
Year an annual operating budget showing a projected incone statement, balance
sheet and cash flows as of each Fiscal Quarter
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for the forthcomng Fiscal Year, and (iii) Receivable dilution analyses,
origination reports and defaul t/charge-off reports.

Borrower nmay deliver the reports required under this Section 6.1 to Lender by
email to the enmil address(es) provided by Lender fromtime to tine.

6.2 Books and Records. Borrower shall keep accurate and conpl ete records of
the Collateral and permit Lender to: (a) visit during regular business hours
Borrower's business locations at intervals to be determined by Lender; and (b)
inspect, audit and make extracts fromor copies of Borrower's books, records,
journals, receipts, conputer tapes and disks. Al governnental authorities are
authorized to furnish Lender with copies of reports of exaninations of Borrower
made by such parties. Banks, Account Debtors and other third parties (w thout
waiving any attorney-client privilege) wth whom Borrower has contractual
rel ati onships pertaining to the Collateral or the Loan Docunents, are authorized
to furnish Lender with copies of such contracts and related materials. Lender is
authorized, in its own nane or any other name, to conmmunicate wth Account
Debtors in order to verify the existence, anmobunt and terns of any Receivable.

6.3 Additional Docunentation. Borrower shall execute and deliver to Lender
all additional docunents that Lender may, from tine to time, reasonably
determ ne are necessary or appropriate to evidence the Loans or to continue or
perfect Lender's Security Interest in the Collateral.

6.4 Existence, Nane, Oganization and Chief Executive Ofice. Borrower
shall nmintain its existence in good standing and shall deliver to Lender
witten notice, at least sixty (60) days in advance, of any proposed change in
Borrower's state of incorporation, a change in Borrower's nane or organizational
identification nunber, a change in the use of any trade name, new trade nanes,
fictitious name or new fictitious nanes, Borrower's business |ocations, the
location of Borrower's principal place of business or chief executive office,
the mailing address of Borrower, the location of any Inventory or Equiprment, or
the location of Borrower's books and records, and shall execute or cause to be
executed any and all documents that Lender reasonably requests in connection
therewith, including, in the case of any new | ocation of Inventory that is not
owned by Borrower, the waiver and consent fromthe |essor of such prenises that
is nore particularly described in clause (g) of the definition of Eligible
I nventory.

6.5 Conpliance with Laws and Taxes. Borrower shall conply in all naterial
respects wth all Applicable Laws. Borrower shall pay all real and personal
property t axes, assessnent s and charges, and all franchise, i ncone,



unenpl oyment, social security, wthholding, sales and all other taxes assessed

against Borrower or the Collateral, at such times and in such manner so as to
avoid any penalty from accruing against Borrower or any Lien or charge from
attaching to the Collateral. Borrower shall pronptly deliver to Lender, upon

request, receipted bills evidencing paynent of such taxes and assessnents.
6.6 Performance of Obligations. Borrower shall:

(a) perform in atinely manner, all of its obligations pursuant to all
| eases, nortgages, deeds of trust or other agreenents to which Borrower is a
party, and shall pay when due all debt owed by Borrower and all clains of
mechani cs, materialnen, carriers, |andlords,
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war ehousemen and other |ike persons, except only, and to the extent that, the
amount of any such debt and clains is being contested by Borrower in good faith
by appropriate proceedings and Borrower nmintains on its books reasonable
reserves therefor in accordance with GAAP;

(b) with respect to Borrower's Series A Preferred Stock, (i) notify Lender
imredi ately upon (A) determining or receiving any information that any one or
nore of the "Redenption Events" described in Article Fourth, Section A(8)(a)(i)
of Borrower's Incorporation Certificate is reasonably likely to occur, has
occurred or, with the passage of tinme, will occur and (B) receipt of notice of a
redenption event (i.e., a "Holders' Redenption Notice") fromone or nore of the
hol ders of Borrower's Series A Preferred Stock pursuant to Borrower's
Incorporation Certificate and (ii) deliver to Lender a copy of any Holder's
Redemption Notice (as defined in Borrower's Incorporation Certificate) via
facsimle; and

(c) with respect to Borrower's obligations owing to Angelo Morini, (i)
notify Lender inmmediately upon (A) determining that Borrower will default or
otherwise fail to pay any anounts ow ng to himwhen due (but in all cases not
less than ten (10) days prior to the date paynent is due) and (ii) receipt of
any notice attenpting to accelerate all or part of any such obligations ow ng,
(ii) deliver to Lender a copy of any notices of default or other correspondence
fromhim relating to a default or potential default in the obligations, and
(iii) withhold and not make any further payments to himonce an Event of Default
occurs under this Agreenent.

6.7 Reporting as to Revenues, Receivables and Inventory.

(a) Wth such frequency as Lender shall direct, Borrower shall deliver to
Lender such information as Lender shall request with respect to the Revenues,
Recei vabl es and Inventory, including, but not linmted to:

(i) no later than 5:00 p.m, east coast tine on the first to occur in
any given week of (A) the day on which Borrower requests a Revolving Loan
Advance or (B) Wednesday of each week, a weekly Borrow ng Base Certificate based
on the Receivables and Inventory as of the end of the preceding week, together
with a detailed summary of sources of all of the Revenues, including sales of
Inventory, and credits and collections associated with Receivabl es;

(ii) no later than the fifteenth (15th) day of each nonth, a Borrow ng
Base Certificate based upon the Receivables and Inventory as of the
end of the preceding nobnth, together with a detailed summary of the

sources of all of the Revenues, including sales of Inventory and
credits and collections associated with Receivables, for the preceding
nont h;

(iii) no later than the fifteenth (15th) day of each nonth, detailed
schedul es showi ng the aging of Receivables and Borrower's accounts
payabl e as of the end of the preceding nonth;

(iv) within fifteen (15) days of any change in Interested Parties, a
current list of Interested Parties;

(v) daily sales and collections reporting;
(vi) weekly Inventory reporting; and
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(vii) no later than ten (10) days followi ng Lender's request therefor,
a conplete and updated |ist of Borrower's custoners, including the
nane, address and tel ephone nunber of each custoner.

(b) Borrower shall notify Lender pronptly if:

(i) Borrower enters into a long-term contract with the United States
of Anerica, and, if requested by Lender, Borrower shall execute all instruments



and take all steps necessary to insure that all anmpbunts due and to becone due
under such long- termcontract are properly assigned to Lender pursuant to the
Assi gnment of O ainms Act of 1940 or ot herw se;

(ii) Borrower receives information with regard to any type or item of
Col I ateral which might have in any way a Materially Adverse Effect on the value
of the Collateral as a whole or the rights and renedi es of Lender w th respect
thereto; and

(iii) any accounts due and owi ng in which anobunts in excess of $20, 000
are in dispute by any single Account Debtor on an Eligible Receivable, and
Borrower shall explain in detail the reason for the dispute, all clains related
to the dispute, and the anpunt in controversy;

6.8 Over-Advance. If, at any tine, the aggregate unpaid principal anount of

any of the Revolving Loan Advances, including without Ilimitation, all anmounts
deened to be Revolving Loan Advances in accordance with Section 1.4, exceeds any
applicable limt set forth in this Agreenent, Borrower shall imediately pay to

Lender the anpunt of any such excess and all accrued interest and other charges
owing to Lender with respect thereto.

6.9 Breach or Default. Borrower shall notify Lender immediately upon the
occurrence of any circunstance which: (a) makes any representation or warranty
of Borrower contained in this Agreement or any other Loan Docunent incorrect or
m sleading in any material respect; or (b) constitutes an Event of Default.

6.10 Maintenance of Assets. Borrower shall maintain all of its real and
personal property currently in use in Borrower's business in good repair,
working order and condition, shall nmake all necessary replacenments to such
property so that the value and the operating efficiency of such property will be
preserved, shall prevent any personal property frombeconming a fixture to real
estate (unless owned by Borrower and encunbered by a nortgage, deed of trust,
security deed or simlar agreenent in favor of Lender), and will pay or cause to
be paid all rental or nor t gage payment s due on its real property.
Notwi t hstanding the foregoing, Borrower shall not be required to maintain or
repl ace any personal property that Borrower has in good faith determined is
obsol ete or not useful in the conduct of Borrower's business.

6.11 Insurance. Borrower shall procure and continuously naintain: (a) "Al
Ri sk Extended Coverage" property insurance covering Borrower's tangibl e personal
property for the full replacenent value thereof; (b) "Al R sk Extended
Coverage" business interruption insurance in an anmount acceptable to Lender; (c)
liability insurance in an amount acceptable to Lender; and (d) such other
custonary insurance coverages as are reasonably specified by Lender fromtinme to
tinme. Each property and business interruption insurance policy shall contain a
standard Lender's Loss Payable Endorsenent in favor of Lender, providing for,
among other things, thirty (30) days prior witten notice to Lender of any
cancel | ati on, non-renewal or
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nodi fication of such coverage. Borrower shall deliver to Lender certified copies
of such policies and all required endorsenents, or other evidence of such
insurance acceptable to Lender. Al ampunts received by Lender from any such
insurance policies may be applied by Lender to the bligations. |If Borrower
fails to procure required insurance or such insurance is canceled or otherw se
| apses, Lender mmy procure such insurance and add the cost of such insurance to
the principal balance of the Loans.

6.12 Use of Proceeds.

(a) Borrower shall use the proceeds of all Revolving Loan Advances and
all other 1loans or accomodations made by Lender for Borrower for |egal and
proper business purposes; and

(b) not use any part of such proceeds (i) to purchase or to carry or
reduce or retire or refinance any credit incurred to purchase or carry, any
margin stock (wthin the nmeaning of Regulation Uor T of the Board of Governors
of the Federal Reserve Systen) or, in any event, for any purpose which would
involve a violation of Regulation U T or X of such Board of Governors, (ii) for
any personal, famly or household purposes, or (iii) for any purpose prohibited
by law or by the terms and conditions of this Agreenent or any of the Loan
Docunent s.

6.13 Disclosure. Pronptly and in no event later than five (5) Business Days
after obtaining know edge thereof, Borrower shall (i) notify Lender if any
witten information, exhibit, or report furnished to Lender contained any untrue
statenent of a naterial fact or omtted to state any naterial fact necessary to
nmake the statenents contained therein not msleading in light of the
circunstances in which made, and (ii) correct any defect or error that may be
di scovered therein or in any Loan Docunent or in the execution, acknow edgnent,
filing, or recordation thereof.



6. 14 Further Assurances. Borrower will pronptly cure, or cause to be cured,
defects in the execution and delivery of the Loan Docunents (including this
Agreenment), resulting fromany act or failure to act by Borrower or any of the
enpl oyees or officers thereof. Borrower, at its expense, will pronptly execute
and deliver to Lender, or cause to be executed and delivered to Lender, all such
other and further docunments, agreenments, and instruments in conpliance with or
acconplishment of the covenants and agreements of Borrower in the Loan
Docurents, including this Agreenment, or to correct any technical omssions in
the Loan Docunents, or to obtain any consents that are necessary in connection
with or in acconplishment of the covenants and agreenments of Borrower, all as
may be necessary or appropriate in connection therewith as may be requested by
Lender.

6.15 Brokerage Conmi ssions. Except as otherwise provided in the Escrow
Agreenent, Borrower shall pay any and all brokerage conmission or finders fees
incurred in connection wth or as a result of Borrower's obtaining financing
from Lender under this Agreenent. Borrower agrees to indemify, defend, and hold
Lender harnless fromand agai nst any claimof any broker or finder arising out
of Borrower's obtaining financing from Lender under this Agreenent.
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6.16 FDA and Other Regulatory Bodies Conpliance. Borrower shall on the
Agreenent Date and at tines until the bligations are paid in full operate its

business in material conpliance with all applicable federal, state and |ocal
| aws, regul ations and other requirements for conpanies involved in the
manuf act uri ng, distribution or sale of food products simlar to those

manuf actured, distributed or sold by Borrower, including, without limtation any
and all applicable (i) FDA rules and regulations, including, wthout linitation,
those rules and regulations wth respect to product descriptions, nutritional
clains, label formats, mninumtype sizes, content and |ocation of nutritional
information panels, nutritional conparisons, ingredient content panels, and
manuf acturing techniques; (ii) custons regulations; or (iii) other government
regul ati ons regardi ng conesti bl es.

ARTI CLE VI - BORROVER S NEGATI VE COVENANTS

Borrower covenants and agrees with Lender, fromand after the date of this
Agreement, as foll ows:

7.1 Busi ness, Managenent and Organi zation. Borrower shall not: (a) make any
material change in its managenment, which includes the follow ng: the renoval of
Chri stopher New, as Chief Executive O ficer of Borrower; (b) nake any material
change in the general nature of the business that Borrower presently conducts;
(c) change its name except after first conplying with Section 6.4 of this
Agreement; (d) change its state of incorporation except after first conplying
with Section 6.4 of this Agreement, or its type of organization (that is, froma
corporation); or (e) issue any additional shares of Borrower's Series A
preferred stock other than pursuant to Article Fourth, Section A(3) of
Borrower's Incorporation Certificate.

7.2 Disposition of Assets. Borrower shall not: (a) encunber the Coll ateral
in favor of any party other than Lender, whether voluntarily or involuntarily,
other than the Pernmitted Liens; or (b) sell, «consign, |lease or remove from
Borrower's business locations any of Borrower's assets except that, until Lender
gives Borrower notice to the contrary during the existence of any Event of
Default, Borrower nmay (i) sell Inventory in the ordinary course of its business
(any sal e or exchange of Inventory in satisfaction of indebtedness of Borrower
shall not be deened a sale of Inventory in the ordinary course of business);
(ii) sell or dispose of obsolete assets that constitute Collateral which

Borrower has determned, in good faith, not to be useful in the conduct of its
busi ness and which, in any Fiscal Year, do not have an aggregate fair market
val ue in excess of $100,000.00; and (iii) sell or dispose of obsolete assets
that do not constitute Collateral which Borrower has determined, in good faith,

not to be useful in the conduct of its business.

7.3 Loans and Guarantees. Borrower shall not make any | oan or contribute

noney, goods or services to, or guaranty or agree to become liable for any
obligation of, any other Person, including any Affiliates of Borrower or any
I nterested Party, other than: (a) loans to enployees of Borrower for

rei nbursabl e expenses incurred by such enployees in the normal course of
Borrower's business; (b) other loans to enployees of Borrower not to exceed
$25,000.00 in the aggregate outstanding at any time; (c) sales of Inventory in
the ordinary course of business; and (d) Pernitted Investnents.
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7.4 Capital Expenditures and Investments. Borrower shall not: (a) nake any
Unfunded Capital Expenditures in the Fiscal Year ending March 31, 2004, in the
aggregate, in excess of $250,000.00 (but in an anmount not to exceed $150, 000 for
acqui sition and/or upgrade of Borrower's conputer system) or in any Fiscal Year
thereafter, in the aggregate, in excess of $100,000.00 or (b) meke any



I nvest ment other than Permitted | nvestnents.
7.5 Distributions and Sal ari es. Borrower shall not:

(a) nmake any cash dividend, distribution or payment on or wth respect
to any shares, or purchase, redeemor otherwise acquire or retire any of its
stock (except (i) shares acquired on the conversion thereof into other shares of
stock, (ii) repurchases of stock from forner enployees or directors of Borrower
under the terns of applicable repurchase agreenents or otherwi se, such
repurchases not to exceed in the aggregate $50,000.00 in any Fiscal Year; or
(iii) wth respect to Borrower's Series A convertible preferred stock,
redenption of any or all of such stock issued as of the date of this Agreenent
pursuant to and on the terns of subsection (a) of Article Fourth, Section (A) 8
of Borrower's Incorporation Certificate only (and not pursuant to any other part
of Article Fourth, Section (A) 8 or part of Borrower's I ncorporation
Certificate)); or

(b) increase, whether by election, pronmotion, hiring or otherw se, the
salaries and other conpensation paid to officers of Borrower by nore than
fifteen percent (15% in the aggregate in any Fiscal Year fromthe salary paid
to the same or simlar officers in the prior Fiscal Year fulfilling sane or
simlar responsibilities and duties.

7.6 Financial Covenants.

(a) Borrower shall not permt the Fixed Charge Coverage Ratio to be
less than 1.00 to 1.00 as of Cosing Date and, thereafter, as of the end of each
cal endar nonth, for the imediately preceding rolling twelve nonth period,
commencing with the nmonth ending My 31, 2003, to be less than the ratio
speci fied bel ow set forth opposite such nonth:

PERI OD ENDI NG RATI O
May 31, 2003 through 1.00 to 1.00
Sept enber 30, 2003
Cctober 1, 2003 though 1:15 to 1:00
March 31, 2004
April 1, 2004 through 1:25 to 1: 00
Sept enber 30, 2004
Cct ober 1, 2004, through 1:40 to 1:00
March 31, 2005
April 1, 2005 and thereafter 1:50 to 1: 00
33
<PAGE>

(b) Borrower shall not pernmit its Adjusted Tangible Net Worth as of
the Closing Date to be less than $11,000,000.00 or, at any tine thereafter, to
be I ess than the sumof $11,000,000.00 plus an anbunt equal to seventy-five
percent (75% of Net Income for each calendar nonth, comencing with the nonth
ending May 31, 2003, and for each nmonth thereafter. For any determ nation
hereunder, non-cash stock conpensation expense and benefits shall be excluded
from shareholders' equity and Net Incone so that such expenses and benefits
shall have a zero effect upon the cal cul ation.

(c) Borrower's shall not pernmit its Trailing Twelve Month Inventory
Turnover to be less than (i) four tinmes (4x) as of the Cosing Date and at the
end of each cal endar nonth thereafter through March 31, 2004, conmencing May 31,
2003, and (ii) five times (5x) at the end of April 30, 2004, and each cal endar
nmonth thereafter, in each instance as determined by Lender inits sole
di scretion. "Trailing Twel ve Month Inventory Turnover" neans, for the
i mredi ately pr ecedi ng rolling twelve nmonth period as of the date of
determnation, the trailing twelve (12) nonth cost of sales |less depreciation
for the applicable period, divided by the average nonth-end Inventory bal ances
for the current period and the trailing eleven (11) nonths, calcul ated as of and
fromthe O osing Date.

Al ambunts referenced in this Section shall be determ ned in accordance
wi th GAAP.

7.7 Change of Control. Borrower shall not cause, permt, or suffer,
directly or indirectly, any Change of Control.

7.8 Limtation on |Indebtedness for Mney Borrowed. Borrower shall not
create or suffer to exist any |Indebtedness for Money Borrowed except: (i) the
I ndebt edness for Mney Borrowed by Borrower to Lender under this Agreenment and
the Loan Docunents; (ii) Indebtedness for Mney Borrowed outstanding as of the
Closing Date and listed on Schedule 7.8; (iii) |Indebtedness for Money Borrowed
secured by Permitted Liens; (iv) other Indebtedness for Mney Borrowed in an
aggregat e outstandi ng amount not to exceed $100, 000.00; and (v) |ndebtedness for
Money Borrowed in order to refinance, but not to increase the anmpbunt of the



avai | abl e principal anmount of, any of the foregoing.

7.9 Mergers; Consolidations; Acquisitions. Borrower shall not nerge or
consol idate, or permt any Subsidiary of Borrower to nerge or consolidate, wth
any Person; nor acquire, or permt any of its Subsidiaries to acquire, all or
any substantial part of the properties and assets or Securities of any Person.

7.10 Subsidiaries. After the dosing Date, Borrower shall not create any
Subsi diaries, or transfer any assets to any Subsidiary.

7.11 Fiscal Year. Borrower shall not change its Fiscal Year
end for accounting purposes.

7.12 Affiliate/lnterested Party Transactions. Borrower shall not enter into
or be a party to any agreenent or transaction wth any Affiliate or Interested
Party except (i) agreenents disclosed prior to the Closing Date in Borrower's
SEC filings or as set forth on Schedule 7.12 and other non-naterial agreenents
as of the Closing Date, (ii) in the ordinary course of and
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pursuant to the reasonable requirenents of Borrower's business and upon fair and
reasonable terns that are no less favorable to Borrower than it would obtain in
a conparable arns length transaction with a Person not an Affiliate or
Interested Party of Borrower, and such agreenent or transaction is fully
disclosed to Lender, or (iii) to raise equity for the purpose of paying
dividends or distributions or redeeming all or part of Borrower's Series A
convertible preferred stock when and in the anmbunt due pursuant to Borrower's
I ncorporation Certificate.

ARTI CLE VI11 - CONDI TI ONS PRECEDENT
8.1 Initial Credit. The obligation of Lender to extend any credit under
this Agreenent, including the making of the initial Revolving Loan Advance and
any future Loans, is subject to the fulfillnment to Lender's satisfaction of all
of the follow ng conditions:

(a) Al legal matters incidental to the extension of credit by Lender
shal | satisfactory to counsel of Lender.

(b) Lender shall have received, in formand substance satisfactory to
Lender, each of the follow ng, duly executed:

(i) Thi s Agreenent;
(ii) The Traderark Agreenent;

(iii) Borrower's borrowi ng resol utions, t oget her with a
secretary's certificate;

(iv) UCC-1 Financing Statement(s); (v) An opinion of Borrower's
counsel ;

(vi) Each Deposit Account Control Agreenent for Borrower;

(vii) The Lockbox Agreenment with each of (i) SouthTrust and (ii)
Regi ons Bank;

(viii) A Processor Agreenent with Stueben Foods;
(ix) Each ot her Security Document;

(x) A Landlord Wiiver and Consent fromeach of Borrower's
| andl ords;

(xi) Al releases, termnations, agreenents and other docunents
as Lender may request to effect and evidence termnation
of the existing financing arrangenents of Borrower and the
interests of any other lender or lenders pursuant to any
such financing arrangenments in any assets and properties
of Borrower;

(xii) A Borrowing Base Certificate dated as of the Agreenent
Dat e;

(xiii) The payoff letter fromeach existing |lender to be paid
fromthe initial Loan;

(xiv) Acurrent list of Interested Parties; and
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(xv) Such other docunents as Lender may require under this
Agr eenent .

(c) Lender shall have received evidence of insurance and | oss payee
endorsenents and/or certificates of insurance naming Lender as |oss payee, as
required under this Agreenent, in formand substance satisfactory to Lender, at
Borrower's cost and expense;

(d) Lender shall have conpleted a field review of the records and
other information wth respect to the Collateral as Lender may require, the
results of which (including evidence of segregation and identification of
Coll ateral) shall be satisfactory to Lender in its discretion;

(e) Lender shall have received and revi ewed UCC search results for all
jurisdictions in which assets of Borrower are located in the United States, in
form and substance satisfactory to Lender;

(f) Lender shall have received evidence, in formand substance
satisfactory to Lender, that Lender has a valid perfected first security
interest in all of the Collateral except as otherwise pernmtted under this
Agr eement ;

(g) The excess Availability wunder the OCredit Facility, as of the
Closing Date, shall not be less than (i) $750,000.00 after the payment of all
fees and expenses to be paid by Borrower at Cl osing Date under this Agreenent or
the Escrow Agreenment and the application of the proceeds of the initial Loans
funded under this Agreenent, plus (ii) a Payabl e Reserve;

(h) Lender shall have conpleted its business, |egal and collateral due
diligence, including a collateral audit and review of Borrower's books and
records, contracts with Account Debtors conducted by Lender and verification of
Borrower's representations and warranties to the Lender, the results of which
shal | be satisfactory to Lender;

(i) Lender shall have conpleted background checks with respect to
certain principal owners and nanagers of Borrower, the results of which shall be
satisfactory to Lender in its sole discretion;

(j) Lender shall be satisfied inits sole discretion that there are
no of fset arrangenents between the Borrower and Account Debtors, including any
rel at ed buy-back agreenents;

(k) No Default or Event of Default shall have occurred and be
conti nui ng;

(I) Al representations and warranties of Borrower set forth in this
Agreenment shall be true and correct in all material respects;

(m The docunments regarding the SouthTrust Collateral and SouthTrust
Debt shall be in formand substance acceptable to Lender in its discretion;

(n) The Parties shall have conpleted or delivered, as applicable, all
items on the checklist of closing itenms in connection with this Agreenent, each
to the satisfaction of Lender in its discretion; and
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(0) The Escrow Agreenent shall have been executed and delivered by all
parties thereto, Borrower shall have disbursed to the Escrow Agent (as defined
in the Escrow Agreenent) the suns to be paid by Borrower at Closing, and the
terms of the Escrow Agreenent for disbursement of the Initial Loan by Lender
shal | have been fully satisfied.

8.2 Initial and Subsequent Credit. The obligation of Lender to make each

extension of credit requested by Borrower under this Agreenent, including
without Ilinmtation, the initial Revolving Loan Advance and any subsequent
Revol ving Loan Advance shall be subject to the fulfillnent to Lender's

satisfaction of all of the follow ng conditions:

(a) The representations and warranties contained in this Agreenent and
in each of the other Loan Docunents shall be true in all nmaterial respects on
and as of the date of the signing of this Agreenent and on the date of each
extension of credit or the making of any Loans by Lender pursuant to this
Agreement, with the sane effect as though such representations and warranties
had been nmade on and as of each such date, and on each such date, no Event of
Default, and no condition, event or act which with the giving of notice or the
passage of time or both would constitute an Event of Default, shall have
occurred and be continuing or shall exist.

(b) Lender shall have received all additional docunments that Lender
may require in connection wth such extension of credit, in formand substance
satisfactory to Lender.

(c) There shall be no material adverse change, as determ ned by Lender



inits discretion, since Decenber 31, 2002, in the financial condition or
busi ness of Borrower, nor any naterial decline, as determined by Lender in its
di scretion, in the narket value of any Collateral or a substantial or material
portion thereof or of the assets of Borrower.

ARTI CLE | X - EVENTS OF DEFAULT; REMEDI ES

9.1 Events of Default. The occurrence or existence of any one or nore of
the following events or conditions, whether voluntary or involuntary, shall
constitute an Event of Default:

(a) Borrower fails to pay when due (whether due at stated maturity,
on demand, upon acceleration or otherwise) any installment of principal,
overadvance, interest, premium if any, and fees on any of the Revolving Loan
Advances, or otherw se owi ng under this Agreenent;

(b) Borrower fails to pay any of the other Cbligations on the due date
thereof (whether due at stated maturity, on denmand, upon acceleration or
ot herwi se) and such failure shall continue for a period of ten (10) days after
Lender's giving Borrower witten notice thereof;

(c) Borrower fails or neglects to perform keep or observe any
covenant contained in this Agreenent or the other Loan Docunents (other than a
covenant which is dealt with specifically elsewhere in this Section 9.1) and the
breach of such other covenant in this Agreement or the other Loan Docunents is
not cured within ten (10) days after the sooner to occur of Borrower's receipt
of witten notice of such breach from Lender or the date on which such failure
or neglect first becomes known to any officer of Borrower; provided, that if the
cure of such failure or neglect cannot be effected within such ten (10) day
period, and Borrower is
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diligently attenpting to cure such failure or neglect, then such 10-day period
shal |l be extended up to another twenty (20) days so long as the extension of
such 10-day period will not have a Materially Adverse Effect as determ ned by
Lender in its discretion;

(d) Any representation or warranty made by or on behal f of Borrower,
or other information provided by or on behalf of Borrower to Lender, was
incorrect or misleading in any material respect at the tinme it was made or
provi ded;

(e) Borrower defaults and such default continues beyond any
applicable grace or cure period: (i) under the terns of the SouthTrust Debt; or
(ii) as primary or secondary obligor, in the paynent of any principal or
interest on any I|ndebtedness for Money Borrowed (other than the Ooligations) in
excess of $50,000.00 or, if such Indebtedness is payable on demand, Borrower
fails to pay such |Indebtedness upon demand; or (iii) in the observance of any
covenant, termor condition contained in any agreenent evidencing, securing or
relating to any Indebtedness for Money Borrowed (other than the Ooligations) in
excess of $50,000.00, if the effect of such default is to cause, or to permt
any other party to such Indebtedness to cause, all or part of such |Indebtedness
to becone due before its stated maturity; or (iv) under the terns of Borrower's
Incorporation Certificate for the payment of dividends, distributions or
redenption anobunts to the holder(s) of Borrower's Series A preferred stock;

(f) Awit of attachment, garnishment execution, distraint or simlar
process in excess of $50,000.00 is issued against Borrower, or any of its
properties except for any such wit of attachnent, garnishnent execution,
distraint or simlar process that is subject to a bonafide dispute by Borrower
and is properly contested by appropriate proceedings pronptly instituted and
diligently conducted, or which is not paid, released, disnmissed, or transferred
to bond within thirty (30) days thereafter;

(g) Lender deternines, in its reasonable discretion, that a
Materially Adverse Effect has occurred;

(h) Borrower becones insolvent or bankrupt; nakes an assignnent for
the benefit of creditors or consents to the appointment of a trustee or
receiver; a trustee or a receiver is appointed for Borrower or for a significant
portion of Borrower's assets; bankr upt cy, reorgani zation or insolvency
proceedings are instituted by Borrower; reorganization or insolvency proceedi ngs
are instituted against Borrower and are not dismssed wthin sixty (60) days
after the institution thereof; or if any of the foregoing occurs with respect to
any other Person liable for any of Borrower's obligations owing to Lender;

(i) Any judgnent or order for the paynment of noney in excess of
$50, 000. 00, individually, or in excess of $100,000.00 in the aggregate for all
such judgnments or orders, is entered against Borrower, unless the sane shall be
(i) fully covered by insurance and the issuer of the applicable policy shall
have acknow edged full coverage in witing within thirty (30) days of judgnent,
or (ii) vacated, stayed, bonded, paid or discharged within a period of thirty



(30) days fromthe date of such judgnent or order;

(j) Any Loan Docunent is ternminated other than as provided for in
this Agreenent or in such Loan Docunent or becones void or unenforceable, or any
Security
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Interest in any portion of the Collateral other than Equipnent ceases to be a
valid and perfected first priority security interest, other than as a result of
the Permitted Liens; or any Security Interest in any portion of the Equi pnent
ceases to be a second priority security interest;

(k) Borrower conceals, renpves, or pernits to be concealed or
renoved, any of its assets with the intent to hinder, delay or defraud Lender or
any of Borrower's other creditors;

(1) Any loss, theft, danmmge or destruction of any itemof Collateral
or other property of Borrower which has a Materially Adverse Effect;

(m There is filed against Borrower or other Person liable for any of
Borrower's Cbligations any civil or crimnal action, suit or proceeding under
any federal or state racketeering statute (including, wthout limtation, the
Racket eer Influenced and Corrupt Organization Act of 1970), which action, suit
or proceeding could result in the confiscation or forfeiture of any material
portion of the Collateral;

(n) Any Termination Event wth respect to any Plan shall have
occurred; or a decision shall have been made by Borrower or any nenber of the
"controlled group of <corporations" (as defined in Section 1563(a)(4) of the
Internal Revenue Code determined without regard to Sections 1563(a) and
(e)(3)(c) of such Code) of which Borrower is a party, to termnate, file a
notice of termnation with respect to, or withdraw from any Plan; and

(o) Any default, event of default, or breach occurs under |ease
agreenent (s) for the Ol ando Warehouses, or either one of them

9.2 Lender's Renedies. |In addition to any other rights and renedies that
Lender may have, upon the occurrence and during the continuance of an Event of
Defaul t, Lender may:

(a) Wthout notice to, or demand upon, Borrower:

(i) discontinue making any further Revolving Loan Advances;

(ii) terminate this Agreenent;

(iii) declare all Cbligations to be imediately due and payabl e;

(iv) take possession of all or any portion of the Collateral, wherever
|l ocated, and enter on any of the prenmises where any of the Collateral nay be
and renove, repair and store any of the Collateral wuntil it is sold or
ot herwi se disposed of (Lender shall have the right to store, w thout charge,
all or any portion of the Collateral at any of Borrower's business |ocations);

(v) use, without charge, Borrower's Proprietary R ghts, advertising
materials, or any property of a simlar nature, in advertising for sale and
selling any of the Collateral; and

(vi) renew, nodify or extend any Receivable, grant waivers or
i ndul gences with respect to any Receivable, accept partial paynments on any
Recei vabl e, release, surrender or substitute any security for payment of any
Recei vabl e, or conpronise with, or release, any party liable on any Receivable
in such a manner as Lender may, in its sole discretion deem advisable, all
wi t hout affecting or dimnishing Borrower's Obligations to Lender.
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(b) Wth notice to Borrower:

(i) require Borrower, at Borrower's expense, to assenble the
Col | ateral and make the Collateral available to Lender at |ocations reasonably
conveni ent to Lender and Borrower; and

(ii) sell or otherw se dispose of all or any portion of the Collateral
at public or private sale for cash or credit, wth such notice as may be
required by law (in the absence of any contrary requirenment, Borrower agrees
that ten (10) days prior notice of a public or private sale of the Collateral
is reasonable), inlots or in bulk, all as Lender, in its sole discretion, may
deem advi sabl e. Lender shall have the right to conduct any such sales, without
charge, at Borrower's business |ocations. Lender may purchase all or any
portion of the Collateral at public sale and, if pernmtted by law, at private



sale and, in lieu of actual paynent of the purchase price, may offset the
armount of such price against the outstanding anount of the Loans and any other
amounts owi ng from Borrower to Lender. Proceeds realized fromthe sale of any
Collateral w1l be appliedinthe following order: (a) to the reasonable
costs, expenses and attorneys' fees incurred by Lender in connection with the
collection, acquisition, protection and sale of the Collateral; (b) to any
accrued and unpaid interest owing from Borrower to Lender; and (c) to any
other arounts owing from Borrower to Lender. Borrower agrees that Borrower
will remain fully liable for any deficiency owing to Lender after the proceeds
of the Collateral have been applied to the Loans and all other anmpunts ow ng
from Borrower to Lender.

(c) If any of the Collateral shall require repairing, maintenance,
preparation, or the like, or is in process or other unfinished state, Lender
shall have the right, but not the obligation, to repair or perform such
mai nt enance, preparation, processing or conpletion of manufacturing to place
the same in such saleable condition as Lender shall deem appropriate, but
Lender shall have the right to sell or dispose of such Collateral wth or
wi t hout such processing.

ARTICLE X - JURY TRI AL WAI VER;
OTHER WAI VERS AND CONSENTS; AND GOVERNI NG LAW

10.1 Coverning Law, Choice of Forum Service of Process;
Jury Trial Wiver.

(a) The provisions of this Agreenent shall be governed by and
construed in accordance with the laws of the State of Rhode Island, wthout
reference to applicable conflict of |aw principles.

(b) Borrower and Lender irrevocably consent and subnit to the
non-exclusive jurisdiction of Rhode Island Courts in connection wth the
resolution of any disputes relating to this Agreement or the other Loan
Docunents. Borrower irrevocably waives any objection based on venue or forum non
conveniens W th respect to any action instituted therein arising under this
Agreenment or any of the other Loan Docunents, or in any way connected with or
related or incidental to the dealings of the parties in respect of this
Agreenment or the other Loan Documents or the transactions related hereto or
thereto, in each case whether now existing or
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hereafter arising, and whether in contract, tort, equity or otherw se, and
agrees that any dispute with respect to any such matters shall be heard only in
the courts described above (except that Lender shall have the right to bring any
action or proceeding agai nst Borrower or its property in the courts of any other
jurisdiction which Lender deenms necessary or appropriate in order to realize on
the Collateral or otherwi se enforce its rights against Borrower or its property.

(c) Borrower waives personal service of any and all process upon it
and consents that all such service of process may be nade by registered mail
(return recei pt requested) directed to Borrower at the address set forth bel ow
and service so nade shall be deenmed to be conpleted five (5) Business Days after
the same shall have been so deposited in the United States nmails. Nothing
contained in this Agreement shall affect the right of Lender to serve |egal
process by any other nmanner permitted by |aw.

(d) BORRONER AND LENDER EACH HEREBY WAI VE ANY RI GHT TO TRI AL BY JURY
OF ANY CLAIM DENMAND, ACTI ON OR CAUSE OF ACTI ON ARI SI NG UNDER THI S AGREEMENT OR
ANY OF THE OTHER LOAN DOCUMENTS OR IN ANY WAY CONNECTED WTH OR RELATED OR
I NCI DENTAL TO THE DEALINGS OF THE PARTIES TO THIS AGREEMENT I N RESPECT OF TH S
AGREEMENT OR THE OTHER LOAN DOCUMENTS OR THE RELATED TRANSACTI ONS, | NCLUDI NG
WTHOUT LIMTATION, THE OBLIGATIONS OF BORROVER, THE COLLATERAL, OR ANY
I NSTRUVENT, DOCUMENT OR GUARANTY DELI VERED PURSUANT TO TH S AGREEMENT, OR THE
VALI DI TY, PROTECTI ON, | NTERPRETATI ON, ADM NI STRATI ON, COLLECTI ON OR ENFORCEMENT
OF THIS AGREEMENT OR ANY OF THE OTHER LOAN DOCUMENTS, WHETHER NOW EXI STI NG OR
HEREAFTER ARI SI NG WHETHER | N CONTRACT, TORT, EQUITY OR OTHERW SE. BORROVER AND
LENDER EACH HEREBY AGREES THAT ANY SUCH CLAIM DEMAND, ACTI ON OR CAUSE OF ACTION
SHALL BE DECI DED BY COURT TRIAL W THOUT A JURY AND THAT BORROVNER OR LENDER MAY
FILE AN ORIG NAL COUNTERPART OF THIS AGREEMENT W TH ANY COURT AS WRITTEN
EVIDENCE OF THE CONSENT OF THE PARTIES TO THE WAI VER OF THEIR RIGHT TO A TRI AL
BY JURY.

(e) Borrower hereby releases and exculpates Lender, its officers,
enpl oyees and designees, and Lender shall not have any liability to Borrower
(whether in contract, tort, equity or otherwi se) for |osses suffered by Borrower
in connection with, arising out of, or in any way related to the transactions or
rel ati onships contenplated by this Agreenent, or any act, omi ssion or event
occurring in connection herewith, wunless it is determined by a final and
non- appeal abl e judgnent or court order binding on Lender, that the |osses were
the result of acts or omissions constituting gross negligence or wllful
m sconduct. In any such litigation, Lender shall be entitled to the benefit of
the rebuttable presunption that it acted at all tines in good faith and with the



exercise of ordinary care in the perfornance by it of the terns of this
Agr eement .

10. 2 Waiver of Certain Clainms and Counterclains. |In no event shall Lender
have any liability to Borrower for lost profits or other special, consequential,
incidental, exenplary or punitive damages in connection with this Agreement or

any of the other Loan Docunents or the transactions contenplated hereby or
thereby, and Borrower expressly waives any and all right to assert any such
clains. Borrower further waives all rights to interpose any clains, deductions,
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setoffs, recoupnent, or counterclainms of any nature (other than conpul sory
counterclainms) in any action or proceeding with respect to this Agreenent, the
oligations, the Collateral or any matter arising therefromor relating hereto
or thereto. No officer of Lender has any authority to waive, condition, or
nmodi fy the provisions of this section.

10.3 Indemification. Borrower hereby agrees to indemify, save and hold
harm ess Lender and its directors, officers, agents, attorneys and enpl oyees
fromand against: (i) the use or contenplated use of the proceeds of any of the
Revol vi ng Loan Advances, any transaction contenplated by this Agreement or the
ot her Loan Docunents, or any relationship wth Borrower or any other party to
this Agreenent or the other Loan Docunents; (ii) any of the clainms reserved by
Borrower's existing lenders being paid with the initial Loan by Lender as nore
particularly set forth in the applicable payoff letter between such |ender,
Borrower, and Lender; (iii) any administrative or investigative proceeding by
any governnental agency arising out of or related to a claim denand, action or
cause of action described in clause (i) above; and (iv) any and all liabilities,
| osses, costs or expenses (including reasonabl e attorneys' fees and
di sbursenents and other professional services) that any party indemified
hereunder suffers or incurs as a result of any foregoing claim demand, action
or cause of action; provided, however, that no such indemitee shall be entitled
to indemification for any |oss caused by its own gross negligence or wllful
m sconduct. Any obligation or liability of Borrower to any such i ndemmitee under
this section shall survive the expiration or termnation of this Agreenent and
the repayment of the Loans and performance of all Obligations.

ARTI CLE XI - M SCELLANEQUS

11.1 Power of Attorney. Borrower irrevocably appoints Lender, and any
person designated by Lender, as Borrower's true and |lawful attorney-in-fact to:

(a) endorse for Borrower, in Lender's or Borrower's name, any draft or other
order for the paynent of noney payable to Borrower; and (b) execute and file or
submit for recording, in Lender's or Borrower's nanme, Financing Statenents

describing the Collateral. Lender shall not be liable to Borrower for any action
taken by Lender or its designee under this power of attorney, except to the
extent that such action was taken by Lender in bad faith or with gross
negligence or willful msconduct. Borrower agrees that a carbon, photographic or
other reproduction of a Financing Statement or this Agreenent may be filed by
Lender as a Financing Statenent.

11. 2 CQutstandi ng Revol ving Loan Advances. The outstanding principal anount
of, and accrued interest on, the Revolving Loan Advances and the Interest Rate
applicable to the Revolving Loan Advances fromtinme to tinme, shall be, at all
tinmes, ascertained fromthe records of Lender and shall be conclusive absent
mani fest error.

11.3 Modifications and Course of Dealing. This Agreement constitutes the
entire agreement of Borrower and Lender relative to the subject matter hereof.
No nodification of or supplenment to this Agreenent shall bind Lender unless in
writing and signed by an authorized officer of Lender. The enuneration in this
Agreement of Lender's rights and renedies is not intended to be exclusive, and
such rights and renedies are in addition to and not by way of limtation of any
other rights or renedies that Lender may have under the Uniform Commercial Code
or other Applicable Law. No course of dealing and no delay or failure of Lender
to exercise any right, power or privilege under any of the Loan Docunents wll
af fect any other or
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future exercise of such right, power or privilege. The exercise of any one
right, power or privilege shall not preclude the exercise of any others, all of
whi ch shall be cumul ati ve.

11. 4 Assignnent and Participation. Borrower nay not assign or transfer any
of its rights or delegate any of its obligations under this Agreenent or any of
the other Loan Docunents. Lender shall have the right, fromtime to tinme,
without notice to Borrower, to sell, assign or otherwise transfer all or any
part of its interest in this Agreenent, the other Loan Docunents, and the Loans
to any other party, or enter into participation arrangements wth any other
party. Borrower authorizes Lender to deliver to potential assignees or



participants Borrower's financial information and all other information
delivered to Lender in furtherance of or pursuant to the terns of this
Agr eement .

11.5 Del egation of Duties. Lender nay execute any of its duties under this
Agreement or the other Loan Docunent by or through agents, enployees or
attorneys-in-fact. Lender shall not be responsible for the negligence or
m sconduct of any agent or attorney-in-fact selected by Lender as long as such
sel ection was nade without gross negligence or willful msconduct.

11.6 Notices. Except as otherwise provided herein, whenever any notice
demand, request or other communication shall or may be given to or served upon
any party by any other party, or whenever any party desires to give or serve
upon any other party any conmunication with respect to this Agreenent, each such
comuni cation shall be in witing and shall be deemed to have been validly
served, given or delivered (a) upon the earlier of actual receipt and five (5)
Busi ness Days after deposit in the United States mail, registered or certified
mail, return receipt requested, with proper postage prepaid, (b) upon
transm ssion, when sent by telecopy or other simlar facsinmle transmssion
(with such telecopy or facsinmle pronptly confirned by delivery of a copy by
personal delivery or United States mail as otherwise provided in this Section
11.6), (c) one (1) Business Day after deposit with a reputable overnight courier
with all charges prepaid or (d) when hand-delivered, all of which shall be
addressed to the party to be notified and sent to the address or facsimle
nunber indicated in the signature page to this Agreement or to such other
address (or facsimle nunber) as may be substituted by notice given as herein
provi ded

11. 7 Expenses. Borrower agrees to pay, and to hold Lender harm ess from and
against, all reasonable out-of-pocket expenses incurred by Lender (including
fees and costs incurred by in-house counsel) in connection with any anendnents,
waivers or consents relating to this Agreenent or any of the other Loan
Docunents. Borrower further agrees to pay any reasonable fees, costs, or
expenses incurred by Lender arising in connection with Lender's enforcenment or
preservation of its rights under this Agreement or any other Loan Document, or
in the collection of any of the Loans, including without linmtation, attorneys'
fees (including fees and costs incurred by in-house counsel), expert fees, and
legal costs. Borrower also agrees to pay or reinburse Lender for the costs of
conducting an appraisal of Borrower's l|nventory

11.8 Assignnent of Receivables and Inventory. This Agreenent nay be
suppl enented by separate assignments of Receivables and Inventory and, if such
assignnents are executed, the rights and interests given by Borrower pursuant to
such assignments shall be in addition to, and not in limtation of, the rights
and security interests given by Borrower under this Agreenent. Lender wll not
be responsible for the safekeeping of any Inventory delivered to Lender, for the
collection of proceeds of any of the Collateral, or for |osses of collected
proceeds held by Borrower in trust for Lender
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11.9 Binding Effect; Severability. This Agreenent shall not be deened to
create any right in any party except as provided herein and shall inure to the
benefit of, and be binding upon, the successors and assigns of Borrower and
Lender. All of Borrower' obligations wunder this Agreement are absolute and
uncondi tional and shall not be subject to any offset or deduction whatsoever

The provisions of this Agreenent are intended to be severable. If any provision
of this Agreement is held invalid or unenforceable in whole or in part, such
provi si on will be ineffective to the extent of such invalidity or

unenforceability w thout in any manner effecting the validity or enforceability
of the remaining provisions of this Agreenent.

11.10 Final Agreenment. This Agreement and the other Loan Docunents are
intended by Borrower and Lender to be the final, conplete, and exclusive
expression of the agreenment between them This Agreenent supersedes any and al
prior oral or witten agreenments relating to the subject matter hereof. No
nodi fication, rescission, waiver, release, or amendnent of any provision of this
Agreenment or any provision of any of the other Loan Docunents shall be nade
except by a witten agreenent signed by Borrower and a duly authorized officer
of Lender.

11.11 Counterparts. This Agreenent nmy be executed in any nunber of
counterparts, and by Lender and Borrower in separate counterparts, each of which
shall be an original, but all of which shall taken together constitute one and
the same agreenent. The parties hereby acknow edge and agree that facsinile
signatures of this Agreenent shall have the same force and effect as origina
si gnat ur es

11.12 Captions. The captions contained in this Agreement are for
conveni ence of reference only, are w thout substantive neaning and shoul d not be
construed to nodify, enlarge, or restrict any provision

11.13 Borrower's Representative. Borrower hereby appoints and authorizes



its Chief Financial Oficer to act as its representative and agent hereunder to

i ssue notices and other conmuni cati ons on its behalf (the " Bor r ower
Representative"). Notwithstanding any provision herein to the contrary, Lender
agrees that any notice or other communication issued by an authorized

representative on behalf of Borrower Representative shall be acknow edged as a
notice or other communication properly issued by Borrower and that it shall not
recognize any notice or other communication that was not issued by Borrower
Representative or its authorized representative as a properly authorized notice
or other comrunication from Borrower.

The undersigned, pursuant to due authority, have caused this Agreement to
be executed as of the date set forth above.

[ SI GNATURES BEG N ON NEXT PAGE]
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[ S| GNATURE PAGE]
BORROVER:

GALAXY NUTRI TI ONAL FOODS, | NC.

By: /s/ Christopher J. New
Nane: Christopher J. New
Title: Chief Executive O ficer

2441 Vi scount Row
Ol ando, FL 32809
Facsim | e: (407) 854-0472
Attention: Chief Executive Oficer
and Chief Financial Oficer

Baker & Hostetler LLP

Wth a copy to: 200 South Orange Avenue
Suite 2300
Ol ando, Florida 32801
Facsimle: (407) 841-0168
Attention: Jeffrey E. Decker
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LENDER:
TEXTRON FI NANCI AL CORPORATI ON
By:

Nane:
Title:

11575 Great Oaks Way
Suite 210

Al pharetta, GA 30022

Attn: SVP-ABLG Portfolio
Managenent

Facsimle: (770) 360-1672

with a copy to: Steven M Schott, Esq.
Textron Financial Corporation
11575 Great Oak Wy
Suite 210
Al pharetta, GA 30022
Facsimle: (770) 360-1458

46
<PAGE>

ACKNOALEDGVENT OF GALAXY NUTRI TI ONAL FOCDS, | NC.

STATE OF )
SS:
COUNTY OF )

Before ne, a Notary Public in and for said County and State, on this day
personal ly appeared , knowmn tone to be the
person whose nane is subscribed to the foregoing instrunent, who acknow edged
that he/she executed said instrunent as his or her free and voluntary act and




the free and voluntary act of Galaxy Nutritional Foods, Inc.
_ of said Conpany.

, as the

G ven under nmy hand and Notarial Seal this ___ day of My 2003.

Notary Public, State of Florida

Printed, typed or stanped nanme of Notary Public

My commi ssi on expires:
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FORM OF COVENANT COVPLI ANCE CERTI FI CATE
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Filename: ex102-603.txt

Type: EX-10.2

Comment/Description: Patent, Copyright and

Trademark Agt.

(this header is not part of the document)

PATENT, COPYRI GHT AND TRADEMARK COLLATERAL SECURI TY AGREEMENT

THI'S PATENT, COPYRI GHT AND TRADEMARK CCOLLATERAL SECURI TY
AGREEMENT (the "Agreerment") is nade as of the 27th day of My,
2003 between GALAXY NUTRITIONAL FOODS, |[INC., a Delaware
corporation ("Borrower") and TEXTRON FI NANCI AL CORPORATI ON, a
Del aware corporation ("Lender"). Al capitalized terns not
otherwi se defined herein shall have the nmeanings ascribed
thereto in the Loan Agreenent (as this termis defined bel ow).

RECI TALS

A Borrower and Lender have entered into that certain Loan
and Security Agreenent dated as of even date herewi th, pursuant
to which Lender has agreed to extend credit to Borrower in the
maxi mum anount of $7,500,000 (as anended, restated, nodified and
suppl enented fromtine to tinme, the "Loan Agreenent").

B. In order to induce Lender to enter into the Loan
Agreenment and the transactions contenpl ated thereby, and as a
condition thereto, Borrower is required to execute and deliver to
Lender this Agreement and pursuant hereto to assign and grant to
Lender a security interest in and to all of Borrower's right,
title, and interest in the Intellectual Property Collateral (as
defined bel ow).

NOW  THEREFORE, in consideration of the foregoing and for
ot her good and valuable consideration, the recei pt and
sufficiency of which are hereby acknow edged, the parties hereto
agree as foll ows:

1. As used in this Agreenent:

(a) "Copyrights" means and includes, in each case whether
now exi sting or hereafter arising, all of Borrower's right, title
and interest in and to (i) all copyrights, rights and interests
in copyrights, works protectable by copyright, copyri ght
registrations and copyright applications; (ii) all renewals of
any of the foregoing; (iii) all income, royalties, danages and
paynents now or hereafter due and/or payable under any of the
foregoing, including, without linmtation, damages or paynents for



past or future infringements of any of the foregoing; (iv) the
right to sue for past, present and future infringements of any of
the foregoing; and (v) all rights corresponding to any of the
foregoi ng throughout the world.

(b) "Patents" means and includes, in each case whether now
existing or hereafter arising, all of Borrower's right, title and

i nterest in and to (i) any and all patents and pat ent
applications, (ii) inventions and inprovenents described and
cl ai ned therein, (iii) reissues, divisions, conti nuati ons,

renewal s, extensions and continuations-in-part thereof, (iv)
income, royalties, damages, clains and paynents now or hereafter
due and/or payable under and with respect thereto, including,
without linmitation, danages and paynents for past and future
infringements thereof, (v) rights to sue for past, present and
future infringements thereof, and (vi) all rights corresponding
to any of the foregoing throughout the world.

(c) "Trademar ks" means and includes in each case whether
now existing or hereafter arising, all of Borrower's rights,
title and interest in and to (i) trademarks (including service
marks), trade nanmes and trade styles and the registrations and

applications for registration thereof and the goodwill of the
busi ness synbolized by the trademarks, (ii) Ilicenses of the
foregoing, whether as |licensee or licensor, (iii) renewals
thereof, (iv) income, royalties, danages and paynents now or
hereafter due and/or payable with respect thereto, including,
without Ilinitation, danmges, clainms and payments for past and

future infringenents thereof, (v) rights to sue for past, present
and future infringements thereof, including the right to settle
suits involving clains and denands for royalties owing, and (vi)
all rights corresponding to any of the foregoing throughout the
wor | d.

(d) "Oher Assets", means Borrower's intellectual property
and/or proprietary materials other than Copyrights, Patents and
Tr adenmar ks, i ncl udi ng W t hout limtation, fornul ati ons,
manuf acturing procedures, quality control procedures and product
speci fications relating to any products sol d under the
Copyrights, Patents, and Trademarks

(e) "Intell ectual Property Collateral"” neans collectively
the Copyrights, O her Assets, Patents, and Tradenarks.

2. As collateral security for the pronpt and punctual
paynent and performance of the Cbligations by Borrower and for
the pronpt performance by Borrower of its obligations and
undertakings under this Agreenent, Borrower hereby grants to
Lender, its successors and assigns, a security interest in all of
the Intellectual Property Collateral, whether now owned or
hereafter acquired by Borrower, and hereby pl edges, nortgages,
and hypothecates the Intellectual Property Collateral to Lender.

3. Borrower covenants, warrants and represents that:

(a) Set forth on Schedule A attached hereto is a
true and conplete list of all of the Intellectual Property
Collateral that is subject to current registrations or pending
applications for registration in the United States Copyright
Ofice, the United States Patent and Trademark O fice, and any
other government or public office or agency of the United
States of Anmerica or other jurisdictions.

(b) Borrower is the sole and exclusive owner of all
of the Intellectual Property Collateral, free and clear of all
liens and encunbrances, except for (i) the security interest
created by this Agreenent and the other Loan Docunents, (ii)
the security interest of FINOVA Mezzanine Capital, Inc.
described in Exhibit A hereto and of FINOVA Capital Coporation
pursuant to an agreenent dated Novenber 14, 2001, and (iii) the
licenses issued by Borrower in and to Intellectual Property
Coll ateral set forth on Schedule 5.8 of the Loan Agreenent.

(c) Except for the security interest of FINOVA
Mezzanine Capital, Inc. described in Exhibit A hereto and of
FINOVA Capital Coporation pursuant to an agreenent dated
Novenber 14, 2001, Lender has a first priority security
interest in the Intellectual Property Collateral.

(d) Borrower will take actions to defend Borrower's
right, title and interest in and to its Intellectual Property
Coll ateral against the claims of third parties, except where
the failure to do so would not have or be reasonably expected
to have a Materially Adverse Effect.



(e) The Intellectual Property Collateral set forth
on Schedule A is subsisting and has not been adjudged invalid
or unenforceable, in whole or in part, and Borrower has not
received any claim by any third party that any of such
Intellectual Property Collateral is invalid or unenforceable.

(f) Execution, delivery and performance of this
Agreement by Borrower does not (i) violate, <conflict wth,
result in a breach of, constitute a default under, result in
the termination of, or result in the creation of any
encunbrances upon any of the Intellectual Property Collateral,
under any agreenent to which Borrower is a party or by which
Borrower is bound, or (ii) violate any laws, rules, regulations
or orders applicable to any of the Intellectual Property
Col | ateral .

(9) Borrower has used, and will continue to use for
the duration of this Agreenent, reasonably consistent standards
of quality in its nanufacture of the products sold under or
utilizing any of the Intellectual Property Collateral.

(h) Borrower will not grant to any Person an
exclusive license for any territory in the United States of
Amrerica or Canada for all or any part of the Intellectual
Property Col |l ateral.

(i) Borrower shall take any and all reasonable
actions as are necessary or appropriate to properly nmaintain,
protect, preserve, care for, and enforce any of t he
Intellectual Property Col | ateral, i ncl udi ng, wi t hout
limtation, paynent when due of such fees, taxes, and other
expenses which shall be incurred or which shall accrue wth

respect to any of the Intellectual Property Collateral.

(i) If Lender deens it necessary to perfect or
continue perfection of Lender's interest in the Intellectual
Property Collateral conveyed hereunder, Borrower shall (a)

cause this Agreenent to be properly recorded with the United
States Patent and Trademark Office, the United States Copyri ght
O fice, and any other governnent or public office or agency of
the United States of Anerica, as applicable, and (b) for
Intellectual Property Collateral registered in the United
States or Canada (and upon Lender's request in such other
jurisdictions), wll execute and deliver to Lender such
docunents as Lender nmmy require to perfect its security
interest in registered Intellectual Property Collateral.

(k) Al information heretofore or herein supplied in
witing to Lender by or on behalf of Borrower with respect to
any of the Intellectual Property Collateral is accurate and
conplete in all material respects.

(1) Wth respect to the Master Distribution and
Li cense Agreenent effective May 22, 2003 between Borrower and
Fromageries Bel S. A ("Bel License Agreement"), Borrower will
not (i) increase the Territory (as defined therein) to include
any countries in addition to the specific countries described
in clause (i), (ii) and (iii) of Section 1.3 thereof or (ii)
otherwise materially amend, nodify, supplenent or otherw se
change the terns, conditions or paraneters of the agreenent
except as contenplated in the Bel License Agreenent as in
effect on My 22, 2003. The foregoing will not prevent or
prohi bit the Borrower fromnegotiating, establishing the terms
and conditions of, and entering into the manuf act uri ng
agreenent contenpl ated by the Bel License Agreenent.

4. Borrower hereby grants to Lender and its enpl oyees,
representatives and agents the right to visit during regular
busi ness hours any of Borrower's plants and facilities that
manuf acture, inspect or store products that are sold wutilizing
any of the Intellectual Property Collateral, and to inspect the
products and quality control records relating thereto, provided
that Lender shall not interfere with the daily operations of
Borrower. Borrower shall do any and all acts required by Lender
to ensure Borrower's conpliance with Section 3(g) above.

5. Borrower agrees that, until all of the Cbligations of
Borrower under the Loan Docunents shall have been satisfied in
full, Borrower will not (a) sell, assign, transfer or sublicense

the Intellectual Property Collateral or any of its rights or
interests therein other than to: (i) Lender, (ii) Fronmgeries
Bel S. A pursuant to or as contenplated by the Bel License
Agreenment or the manufacturing agreenent contenpl ated thereunder,



and (iii) parties to whom Borrower has granted licenses in the
ordinary course of its business on nmarket terns or with the prior
witten consent of Lender or (b) enter into any other agreenent
which is inconsistent with Borrower's obligations hereunder,
wi thout the prior witten consent of Lender.

6. I1f, before the Obligations of the Borrower shall have
been satisfied in full, Borrower shall obtain rights to any new
Intellectual Property Collateral, the provisions of this

Agreenment shall automatically apply thereto. Borrower shall give
Lender pronpt witten notice of any new Intellectual Property
Col l ateral which shall becone subject to registrations or pending
applications for registrationin the United States Copyright
Ofice, the United Patent and Trademark Office, and any other
governnent or public office or agency of the United States of
Amrerica or other jurisdictions and will execute and deliver to
Lender such docunents as Lender nay require to perfect its

security interest in any registered Intellectual Property
Col | ateral .
7. Borrower authorizes Lender to nodify this Agreenent

by amending Schedule A to include any new registrati ons and/ or
applications pending for any Intellectual Property Collateral
wi thout the necessity of Borrower's approval of or signature to
such anendnment, and Borrower shall do all such other acts (at
its own expense) deened reasonably necessary or appropriate by
Lender to inplement or preserve Lender's interests therein.
Al'l representations and warranties of Borrower set forth herein
shall be deenmed to be restated by Borrower as of the date of
any such amendnent of or supplement to Schedule A with full
force and effect as though nade on such date.

8. If any Event of Default shall have occurred and be
continuing, Lender shall have, in addition to all other rights
and remedies given by this Agreement, those allowed by |aw and
the rights and renedi es of a Lender under the Uniform Conmerci al
Code as enacted in any applicable jurisdiction and, wthout
limting the generality of the foregoing, Lender may irmediately,
wi t hout demand of perfornance and without other notice (except as

set forth next below) or denand whatsoever to Borrower, all of
which are hereby expressly waived, and w thout advertisenent,
sell at public or private sale or otherwi se realize wupon, in

Provi dence, Rhode Island, or elsewhere, all or fromtine to tine
any part of the Intellectual Property Collateral, or any interest
which Borrower may have therein, and after deducting from the
proceeds of sale or other disposition of any part of the
Intellectual Property Collateral all expenses (including all
reasonabl e expenses for broker's fees and | egal services), shall
apply the residue of such proceeds to the paynment of the
oligations of Borrower. Any remainder of the proceeds after
paynment in full of the Obligations of Borrower shall be paid over
to Borrower. Witten notice of any sale or other disposition of
any part of the Intellectual Property Collateral shall be given
to Borrower at least ten (10) days before the time of any
intended public or private sale or other disposition thereof is
to be nmade, which Borrower hereby agrees shall be reasonable
notice of such sale or other disposition. At any such sale or
other disposition, Lender nmay, to the extent perm ssible under
applicable |aw, purchase the whole or any part of any of the
Intell ectual Property Collateral sold.

In addition, upon the occurrence of an Event of Default,
Lender shall have, and Borrower hereby grants to Lender,
effective under this Agreenent and the other Loan Docunents, a
fully-paid-up, right and license to nake, use, practice, and sell
(or license or otherwi se transfer) the Intellectual Property
Collateral, for the exclusive purpose of, and to the extent
necessary and sufficient for, the full and conpl ete enjoynent and
exercise of and realization upon the rights, renedies, and
interests of Lender pursuant to this Agreenment and the other Loan
Docunent s. Except for the exclusive territorial license of
Intellectual Property Collateral granted by Bor r ower to
Fromageries Bel S. A and such other licenses of Intellectual
Property Collateral for exclusive territories not prohibited by
this Agreenent, the license granted by Borrower to Lender
hereunder is worl dwi de.

9. Subj ect to the terns of the Loan Agreenment, at such
tinme as Borrower shall conpletely satisfy all of the Obligations,
this Agreenent shall terninate and Lender shall execute and
del i ver to Bor r ower all deeds, assignnents, term nation
st atenent s under the Uniform Commercial Code, and ot her
instrunents as may be necessary or proper to release Lender's
security interest in the Intellectual Property Collateral,



subject to any disposition thereof which may have been nmade by
Lender pursuant hereto

10. Any and all fees, costs and expenses, of whatever Kkind
or nature, including the reasonable attorneys' fees and 1 egal
expenses incurred by Lender in connection with preparation of
this Agreenent and all other docunents relating hereto and the
consummation of this transaction, the filing or recording of any
docunents (including all taxes in connection therewith) in public
of fices, the paynent or discharge of any taxes, counsel fees

mai nt enance  fees, encunbr ances or ot her wi se protecting
mai ntaining or preserving any part of the Intellectual Property
Collateral, or in defending or prosecuting any actions or

proceedings arising out of or related to any part of the
Intellectual Property Collateral, shall be borne and paid by
Borrower on demand by Lender and until so paid shall be added to
the principal ambunt of the Obligations and shall bear interest
at the highest rate prescribed in the Loan Agreenent

11. Borrower shall not knowi ngly abandon or dedicate to
the public any of the Intellectual Property Collateral, nor
knowi ngly do any act nor omt to do any act if such act or
om ssion is of a character that tends to cause or contribute to
the abandonnent or dedication to the public of any part of the
Intellectual Property Collateral, without the consent of
Lender, which consent shall not be unreasonably withheld

12. In the event of the occurrence of an Event of Default
under the Loan Agreenent, Borrower hereby authorizes and enpowers
Lender to neke, constitute and appoint any officer or agent of
Lender as Lender mmy select, in its exclusive discretion, as
Borrower's true and lawful attorney-in-fact, with the power to
endorse Borrower's nanme on all applications, docunents, papers
and instruments necessary for Lender to wuse any of t he
Intellectual Property Collateral, or to grant or issue any
exclusive or non-exclusive license under any of the Intellectual
Property Collateral to anyone el se, or necessary for Lender to
assign, pledge, convey or otherw se transfer title in or dispose
of any of the Intellectual Property Collateral to anyone else

Borrower hereby ratifies all that such attorney shall lawfully do
or cause to be done by virtue hereof. This power of attorney
shal | be irrevocable wuntil this Agreenent shall termnate

pursuant to the terns herein

13. If Borrower fails to conmply with any of its obligations
hereunder, Lender may perform such obligations in Borrower's nane
or in Lender's nane, but at Borrower's expense, and Borrower
hereby agrees to reinburse Lender in full for all expenses
including reasonable attorneys' fees, incurred by Lender in
protecting, defending and nmaintaining any of the Intellectua
Property Col | ateral

14. This Agreenent is supplenmental to the Loan Agreenent
and in no event shall this Agreement, or the recordation of this
Agreenment or any other docunents in connection herewith with the
United States Patent and Trademark Office, the United States
Copyright Ofice, or any other government or public office or
agency of the United States of Anerica, adversely effect or
inpair, in any way or to any extent, the other Loan Documents
and the security interest of Lender in the Collateral (including
the Intellectual Property Collateral) pursuant to the other Loan
Docunents. Any and all rights and interests of Lender in and to
the Intellectual Property Collateral (and any and all obligations
of Borrower with respect to the Intellectual Property Collateral)
provided herein, or arising hereunder or in connection herewith
shall only supplenent and be cunulative and in addition to the
rights and interests of Lender (and the obligations of Borrower)
in, to, or with respect to the Collateral (including Intellectua
Property Collateral) provided in or arising under or in
connection with the other Loan Docunents

15. No course of dealing between Borrower and Lender, nor
any failure to exercise, nor any delay in exercising, on the part
of Lender, any right, power or privilege hereunder or under the
Loan Agreenent shall operate as a waiver thereof; nor shall any
single or partial exercise of any right, power or privilege
hereunder or thereunder preclude any other or further exercise
thereof or the exercise of any other right, power or privilege

16. Al of Lender's rights and renedies with respect to any
of the Intellectual Property Collateral, whether established
hereby or by the Loan Agreenent, or by any other agreements or by
law shall be cunulative and nay be exercised singularly or
concurrently.



17. Notices that are required to be delivered hereunder
shall be sufficient if in witing and sent to the addresses set
forth in the Loan Agreenent, in the nmanner and within the tine
specified in the Loan Agreenent.

18. The provisions of this Agreenent are severable, and if
any clause or provision shall be held invalid and unenforceabl e
in whole or in part in any jurisdiction, then such invalidity or
unenforceability shall affect only such clause or provision, or
part thereof, in such jurisdiction, and shall not in any nanner
af fect such clause or provision in any other jurisdiction, or any
other clause or provision of this Agreenent in any jurisdiction.

19. This Agreement is subject to nodification only by a
witing signed by the parties, except as provided in Section 7.

20. The benefits and burdens of this Agreenent shall inure
to the benefit of and be binding upon the respective successors
and permitted assigns of the parties.

21. The validity and interpretation of this Agreenment and
the rights and obligations of the parties shall be governed by
the laws of the State of Rhode Island, without reference to
applicable conflict of |aw principles.

22. This Agreement nmay be executed in one or nore
counterparts, each of which when executed shall be deened to be
an original but all of which taken together shall constitute
one and the sane agreenent. The parties hereby acknow edge and
agree that facsimle signatures of this Agreenent shall have
the same force and effect as original signatures.

[ Si gnatures on Fol | owi ng Page]
<PAGE>

IN WTNESS WHEREOF, the undersigned have executed and
delivered this Agreenent as of the date set forth above.

ATTEST BORROVER:

GALAXY NUTRI TI ONAL FOODS, | NC.

/'s/ LeAnn Hitchcock By: /s/ Christopher J. New

Nane: LeAnn Hitchcock Name: Christopher J. New

[ CORPCRATE SEAL] Title: Chief Executive O ficer
LENDER:

TEXTRON FI NANCI AL CORPORATI ON

By:

Nane:
Title:

SCHEDULE A
Intell ectual Property Coll ateral

(A) TRADEMARKS/ SERVI CEMARKS

GCC = Gal axy Cheese Conpany
GFC = Gal axy Food Conpany
GNF = Gal axy Nutritional Foods
FMC = Fi nova Mezzani ne Capital
REG STRATI ONS
TRADENMARK COUNTRY REG STRATI ON REG STRATION  CLAS
Owner DATE NUVMBER S

Security Interest



For magg Uni t ed 04/ 03/ 84 1272946 29
O = GCC St ates

SI = FMC
For magg Canada 03/ 01/ 85 TMA300386 29
O = GC
For magg France 06/ 07/ 1984 1275120 29
O = GCC
For magg Japan 08/ 31/ 94 2691896 31
O = GCC
For magg Uni t ed 02/ 25/ 87 B1217447 29
O = GCC Ki ngdom
Gal axy Nutritional United 06/ 11/ 02 2577980 29
Foods St ates
O = G\F
SI = FMC
Gal axy Nutritional United 04/ 29/ 02 2560390 40
Foods St ates
O = G\F
SI = FMC
G and Design Uni ted 02/ 01/ 00 2314619 40
O = GC States
SI = FMC
Labella's and Uni t ed 10/ 09/ 84 1299683 29
Desi gn States
O = GCC
SI = FMC
Lite Bakery Uni t ed 10/ 07/ 97 2102820 30
O = GC States
SI = FMC
SCHEDULE A
| NTELLECTUAL PROPERTY COLLATERAL
(cont'd)
The Lite Bakery Uni t ed 10/ 21/ 97 2106432 30
and Desi gn States
O = GC
SI = FMC
Lite & Less and Uni t ed 04/ 18/ 00 2343029 29
Desi gn States
O = GC
SI = FMC
Pi zza and Dessert United 09/ 18/ 98 2189242 35
that Doesn't Hurt States
O = GC
SI = FMC
Soyco Australi 11/12/01 894748 29
a
Soyco Uni ted 01/12/ 93 1745941 29
O = GC States
SI = FMC
Soyco and Design Uni ted 08/ 17/ 93 1788315 29
O = GC St ates
SI = FMC
Soynage Uni ted 01/ 05/ 96 1744693 29
O = GC States
SI = FMC
Soy Singles Uni ted 06/ 24/ 97 2074712 29
O = GC States
SI = FMC
Veggi e Nature's Australi 11/12/01 894749 29
Alternative to a
M Ik
O = G\F
Veggi e Nature's Uni ted 12/ 17/ 02 2662329 29
Alternative to States

M1k & Design
O = G\F



Veggy Singles
O = GC
SI = FMC

Veggi e Slices
O = G\F

Veggi e Slices
O = GC

Veggie Slices &
Desi gn

O = G\F

Veggi e Slices
Nature's
Alternative to
Cheese & Design
O = G\F

Whol esone Val | ey

2068151 29

894750 29

2641674 29
4646851 29
4644850 29
2314726 29

Uni t ed 06/ 03/ 97
St ates

Australi 11/12/01
a

SCHEDULE A
I NTELLECTUAL PROPERTY COLLATERAL
(cont'd)

Uni t ed 10/ 29/ 02
St ates

Japan 02/ 21/ 03
Japan 02/ 21/ 03
Uni t ed 02/ 01/ 00
St ates

O = GC
SI = FMC

TRADEVARK

Gal axy Nutritional
Foods
O = G\F

Gal axy Nutritional
Foods

O = G\F

SI = FMC

Gal axy Nutritional
Foods
O = GN\F

Gal axy Nutritional
Foods
O = G\F

Gal axy Nutritional
Foods and Desi gn
O = G\F

Gal axy Nutritional
Foods
O = GN\F

Gal axy Nutritional
Foods Veggie
O = G\F

G (Stylized
Desi gn)
O = G\F

G (Stylized
Desi gn)
O = GN\F

Utra Snoothie
O = G\F

U tra Snoothie
O = G\F

Utra Snoothie

APPLI CATI ONS

APPL| CATI ON CLASS
NUMBER

894747 29

76/ 204595 35

76/ 491198 29

76/ 491197 29

76/ 491199 29

76/ 491272 40

76/ 367873 29

76/ 491273 40

76/ 491274 29

76/ 445746 32

76/ 506079 29

76/ 502629 29

COUNTRY  APPLI CATI ON
DATE
Australi 11/12/01
a
Uni t ed 02/ 01/ 01
St ates
Uni ted 02/ 19/ 03
St ates
Uni ted 02/ 19/ 03
States
Uni ted 02/ 18/ 03
States
Uni ted 02/ 19/ 03
St ates
SCHEDULE A
| NTELLECTUAL PROPERTY COLLATERAL
(cont'd)
Uni ted 02/ 07/ 02
St ates
Uni ted 02/ 19/ 02
St ates
Uni t ed 02/ 19/ 03
St ates
Uni ted 08/ 29/ 02
States
Uni ted 04/ 01/ 03
St ates
Uni ted 04/ 01/ 03
St ates

O = G\F



Utra Snoothie and United 09/ 04/ 02 76/ 446486 32
Desi gn States
O = G\F

Veggi e Slices Japan 08/ 23/01 76635/ 2001 29
O = G\F

Veggi e Slices Japan 08/ 23/ 01 76633/ 2001 29
Nature's

Alternative to

Cheese

O = G\F

WIld Strings Uni ted 09/ 16/ 02 76/ 450007 29
O = G\F St ates

B) PATENTS
None

@) COPYRI GHTS

None
Filename: ex103-603.txt
Type: EX-10.3
Comment/Description: Renewal Promissory Note
(this header is not part of the document)
RENEWAL PROM SSORY NOTE
$10, 131, 984. 85 May 28, 2003

Ol ando, Florida

FOR VALUE RECEI VED, the undersigned, GALAXY NUTRI TI ONAL FOODS, INC., a
Del aware corporation authorized to do business in the State of Florida
flklia GALAXY FOODS COWPANY, a Del aware corporation ("Mker") promses to
pay to the order of SOUTHTRUST BANK, (hereinafter called the "Bank" or,
together with any other holder of this note, the "Holder") or order, at its
pl ace of business at 420 North 20th Street, Birm ngham Al abama 35203 Attn:
Fl ori da Commerci al Banking (Ol ando), or at such other place as the Hol der
of this Note may designate in witing, the principal sumof TEN M LLI ON ONE
HUNDRED THI RTY-ONE THOUSAND NI NE HUNDRED ElI GHTY- FOUR AND 85/100 DOLLARS
($10, 131,984.85), or so nuch thereof as is fromtine to time disbursed
pursuant to the Loan Agreenent between Maker and Hol der dated March 10,
2000, as anended (the "Loan Agreement"), together with interest thereon at
the Interest Rate, in lawful noney of the United States, which shall be
legal tender in paynent of all debts and dues, public and private, at the
time of said paynent, said principal and interest to be payable as set
forth bel ow.

1. | NTEREST RATE.

a. The Interest Rate shall be a floating rate cal cul ated at an annual
rate equal to one percent (1.0% per annumin excess of the SOUTHTRUST BANK
Base Rate of Interest in effect fromtine to time calculated on a daily
noving basis upon the principal balance hereof from time to tine
out standi ng, but in no event to exceed the maxinumrate allowed by Florida
Law, as anended, or as preenpted and prescribed fromtine to time by the
Laws of the United States of Anerica or any rule or regulation of any
departnment or agency thereof. The Base Rate of Interest of SOUTHTRUST BANK
shall be that rate of interest (but not necessarily the best or lowest rate
charged borrow ng custoners of SOUTHTRUST BANK) described by it as its Base
Rate of Interest, whether or not such rate shall be otherw se published, as
such rate shall vary fromtinme to tine, and each adjustnment shall be
ef fective on the day the change occurs.



b. Interest shall be calculated on the basis of a 360-day year, actua
days el apsed

2. MATURI TY DATE. June 1, 2009

3. PAYMENTS. The Loan shall be repaid by nonthly paynents each
conposed of $75,000.00 principal, plus accrued interest at the Interest
Rate beginning on July 1, 2003 and payable on the first day of each
successive nmonth thereafter through and including June 1, 2004, thereafter
the Loan shall be repaid by nonthly paynments each conposed of $110, 000. 00
principal, plus accrued interest at the Interest Rate beginning on July 1
2004 and payable on the first day of each successive nobnth thereafter
through and including June 1, 2005, thereafter the Loan shall be repaid by
nonthly paynments each conposed of $166,250.00 principal, plus accrued
interest at the Interest Rate beginning on July 1, 2005 and payable on the
first day of each successive nonth thereafter until the Maturity Date at
which time all then unpaid principal and interest shall be payable in full

4. SECURI TY AGREEMENT. As security for the paynent of the
i ndebt edness evidenced by this Note ("Liabilities"), the undersigned (anmong
other things) has granted or has caused to be granted to Hol der a Security
Agreenment dated March 10, 2000 encunbering and conveying property therein
described ("Security Agreenent"). Holder is given a lien upon and a
security interest in all property of the undersigned nowor at any tinme
hereafter in the possession of Holder in any capacity whatsoever, including
but not limted to any bal ance or share of any deposit, «certificate of
deposit, trust or agency account, as security for the paynent of this Note
and the Holder is hereby authorized to apply, on or after maturity (whether
by a acceleration or otherwise) to the paynent of this debt any such funds
or property in possession of the Hol der belonging to each Ooligor, in such
order of application as Holder may fromtine to tinme elect, w thout advance
notice

5. DEFAULT RATE. This note and all sunms due hereunder shall bear
interest fromthe date when due (wi thout any prior notice from Holder to
Maker or any Obligor), whether by Il apse of tine or on acceleration, and
also after any judgnent which nay be entered against any Cbligor and in
favor of Holder, at the Default Rate (as hereinafter defined) until paid
The Default Rate shall be a rate of interest equal to the Interest Rate
plus five percent (5% per annumin excess of the Interest Rate

6. I NTEREST LIM TATION. Anything in this note, the Security Agreenent
or any other agreenments or arrangenents with the undersigned in connection
with the | oan evidenced by this Note to the contrary notw thstanding, in no
event shall the anpunt of interest due hereunder, together with al

TH'S NOTE IS A RENEWAL PROM SSORY NOTE WHI CH RENEWS A NOTE I N THE PRI NCI PAL
AMOUNT OF $8, 131, 984.85 AND | NCLUDES AN ADDI TI ONAL $2, 000, 000. 00 FUTURE
ADVANCE UPON WHI CH DOCUMENTARY STAMP TAXES ARE BEI NG PAI D

amounts reserved, charged, or taken by Hol der as conpensation for fees

services, or expenses incidental to the naking, negotiation or collection
of the 1loan evidenced hereby, which are deened to be interest under
applicable | aw, exceed the maxinumrate of interest on the unpaid principa

bal ance hereof allowed fromtine to time by applicable law. If any sum is
collected in excess of the applicable maximumrate of interest, the excess
sum collected shall be applied to reduce the principal debt or be refunded
to Maker, at Hol der's option

7. CONSENT AND WAI VER. Each oligor (which termshall mean and
include each Borrower, Maker, Quarantor, and all others who nmay becone
liable for all or any part of the obligations evidenced and secured
hereby), does hereby, jointly and severally: (a) consent to any

forbearance or extension of the time or manner of payment hereof and to the
release of all or any part of any security held by the Holder to secure
paynment of this Note and to the subordination of the lien of the security
agreenent and any other instrunent of security securing this Note as to al

or any part of the property encunbered thereby, all w thout notice to or
consent of that party; (b) agree that no course of dealing or delay or
om ssion or forbearance on the part of the Holder in exercising or
enforcing any of its rights or renedi es hereunder or under any instrunent
securing this Note shall inpair or be prejudicial to any of the Holder's
rights and renedies hereunder or to the enforcement hereof and that the
Hol der may extend, nodify or postpone the tinme and manner of paynment and
performance of this Note and any instrunent securing this Note, nmy grant
forebearances and may release, wholly or partially, any security held by
the Holder as security for this Note and rel ease, partially or wholly, any
person or party prinarily or secondarily liable with respect to this Note
all without notice to or consent by any party prinarily or secondarily
liable hereunder and w thout thereby rel easing, discharging or dimnishing
its rights and renedies against any other party primarily or secondarily
liable hereunder; (c) waive notice of acceptance of this Note, notice of
the occurrence of any default hereunder or under any instrunent securing
this Note and presentnent, demand, protest, notice of dishonor and notice



of protest and notices of any and all action at any tinme taken or omtted
by the Holder in connection with this Note or any instrunent securing this
Note and waives all requirements necessary to hold that party to the
liability of that party; (d) waive any "venue privilege" and/or "diversity
of citizenship privilege" which they have now or have in the future, and do
hereby specifically agree, notw thstanding the provision of any state or
f eder al law to the contrary, that the venue for the enforcenent,
construction or interpretation of this note shall be the County Court,
Crcuit Court or Federal Court selected by the Hol der hereof and they do
hereby specifically waive the right to sue or be sued in the court of any
other county in the State of Florida, any court in any other state or
country or in any federal court, or in any state or federal administrative
tribunal .

8. ATTORNEYS' FEES. All parties liable for the paynent of this Note
agree to pay the Holder in addition to the principal, prem umand interest
due and payable hereon, reasonabl e paral egal fees, attorneys' fees and
costs, whether or not an action be brought, for the services of counsel
enpl oyed after nmaturity or default to collect this Note or any principal or
interest due hereunder, or to protect the security, if any, or enforce the
performance of any other agreenent contained in this Note or in any
instrument of security executed in connection with the 1oan evidenced
hereby, including, but not limted to costs, paral egal fees and attorneys'
fees and costs on any trial, or appellate proceedings, or in any
proceedi ngs under the United States Bankruptcy Code or in any post judgnent
pr oceedi ngs.

9. EVENTS OF DEFAULT. The happening of any of the follow ng events
shall constitute a default or Event of Default hereunder: (a) failure of
any Obligor to pay any principal, interest or any other sums required

hereunder when due under this Note; or (b) a default or Event of Default
shal | occur in any instrument securing this Note or in any other instrunent
executed in connection with the |oan evidenced hereby.

10. ACCELERATION. If a default or Event of Default shall occur
hereunder and such default shall continue for ten (10) days then at the
option of the Holder, the entire principal sum then renaining unpaid

together with any premuns and accrued interest shall imrediately becone
due and payable without notice or demand, and said principal and prem uns
shall bear interest fromsuch date at the Default Rate, to be charged by
Hol der, it being agreed that interest not paid when due shall, at the

option of the Holder, drawinterest at the Default Rate. Failure to
exerci se the above options shall not constitute a waiver of the right to
exercise the same in the event of any subsequent default. |If this Note is
payabl e upon demand, then no ternms or provisions contained in this
paragraph shall be deened or interpreted to alter or abrogate the denmand
nature of this Note or the rights of Hol der under a demand instrument.

11. OTHER REMEDIES. |If a default or an Event of Default shall occur
Hol der shall have in addition to its renedi es under the Security Agreenent,
this Note, Loan Agreenent, and/or any other instrunent securing or executed
in conjunction with the | oan evidenced hereby and applicable law all the
remedi es of a secured party under the Uniform Conmercial Code of the State
of Florida and, without linmting the generality of the foregoing, Holder
shall have the right, at its option, and without notice or denmand, to
declare the entire amount of this Note renmining unpaid, and all other
liabilities selected by Holder, imediately due and payable, less any
unearned interest or other charges and any rebates required by law (it
being the intention hereof that under no circunmstances shall Holder be
entitled to receive at any tine any charges not allowed or permitted by |aw
or any interest in excess of the maximumallowed by law); to set off
against this Note all noney owed by Holder in any capacity to the
undersi gned or any guarantor hereof, whether or not due; and Hol der shall
be deenmed to have exercised such right of setoff and to have made a charge
agai nst any such noney inmedi ately upon the occurrence of such default even
though such charge is nade or entered in the books of Holder subsequent

t hereto. Upon di sposition of any collateral after the occurrence of any
default, wundersigned shall be and remain liable for any deficiency; and
Hol der shall account to undersigned for any surplus, but Holder shall have

the right to apply all or any part of such surplus (or to hold the same as
a reserve) against any and all other liabilities of undersigned to Hol der.

12. FLORI DA LAW This Note is executed under seal and constitutes a
contract wunder the laws of the State of Florida, and shall be enforceable
in a Court of conpetent jurisdiction in that State, regardl ess of in which
State this Note is being executed.

13. HEADI NGS. The headi ngs of the paragraphs contained in this Note
are for convenience of reference only and do not forma part hereof and in
no way nodify, interpret or construe the neaning of the parties hereto.

14. LATE CHARGE. The undersigned promises to pay to the Holder of this
note a "late charge" not to exceed an anount equal to five per cent (5% of
any principal or interest which is not paid within ten (10) days from the



due date thereof to cover the extra expense involved in handling delinquent
paynents. Collection or acceptance by Hol der of such |ate charge shall not
constitute a waiver of any renedies of Holder provided herein.

15. CROSS DEFAULT. A default under this Note shall be and constitute a
default under any and all other notes or other evidence of indebtedness and
any instrunments of security therefor in which an Qbligor is liable and of
which the Holder is the Holder and a default under any other |oan any
Qoligor has at anytinme to Holder or any other |ender shall be a default
her eunder .

16. M SCELLANEQUS.
a. The term "Maker", as used herein, in every instance shall
include the Maker's heirs, executors, administrators, successors, |egal

representatives and assigns, and shall denote the singular and/or plural,
the masculine and/or fenminine, and natural and/or artificial persons
whenever and wherever the context so requires or admts.

b. This Note may not be changed orally, but only by an
agreenent in witing, signed by the party agai nst whom enforcement of any
wai ver, change, nodification or discharge is sought.

Al'l paynments nade on the indebtedness evidenced by this Note shall be
applied first to repaynment of nonies paid or advanced by Hol der on behal f
of the Maker in accordance with the terns of the Security Agreenent
securing this Note, and thereafter shall be applied to paynent of accrued
interest, and lastly to paynent of principal.

VAKER AND HOLDER HEREBY KNOW NGLY, VOLUNTARILY AND | NTENTI ONALLY WAI VE THE
RI GHT ElI THER MAY HAVE TO A TRIAL BY JURY I N RESPECT OF ANY LI TI GATI ON BASED
HEREON, OR ARI SING OUT OF, UNDER OR I N CONNECTI ON W TH THI' S NOTE | NCLUDI NG
BUT NOT LIMTED TO ANY POST JUDGVENT ACTI ONS AND ANY AGREEMENT CONTEMPLATED
TO BE EXECUTED | N CONJUNCTI ON HEREW TH, OR ANY COURSE OF CONDUCT, COURSE CF
DEALI NG, STATEMENTS (WHETHER VERBAL OR WRI TTEN) OR ACTI ONS OF ElI THER PARTY.
TH'S PROVISION | S A MATERI AL | NDUCEMENT FOR THE HOLDER MAKING THE LOAN OR
EXTENSI ON OF CREDI T EVI DENCED BY THI S NOTE.

(I'nitials)
Addr ess of Maker:
2441 Vi scount Row
Ol ando, Florida 32809 GALAXY NUTRI TI ONAL FOODS, | NC.,
a Del aware corporation authorized to do
business in the State of Florida

By: /s/ CHRI STOPHER J. NEW

CHRI STOPHER J. NEW
Chi ef Executive Oficer

TAXPAYER | DENTI FI CATI ON NUMBER:
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RENEWAL PROM SSCRY NOTE

$501, 000. 00 May 28, 2003
Ol ando, Florida

FOR VALUE RECEI VED, the undersigned, GALAXY NUTRI TIONAL FOODS, INC., a
Del aware corporation authorized to do business in the State of Florida
flklia GALAXY FOODS COWPANY, a Del aware corporation ("Maker"), promises to
pay to the order of SOUTHTRUST BANK, (hereinafter called the "Bank" or,
together with any other holder of this note, the "Holder") or order, at its
pl ace of business at 420 North 20th Street, Birmi ngham Al abama 35203 Attn:
Fl ori da Commerci al Banking (Olando), or at such other place as the Hol der
of this Note nmay designate in witing, the principal sumof FIVE HUNDRED
ONE THOUSAND AND NO' 100 DOLLARS ($501, 000.00), together wth interest
thereon at the Interest Rate, in lawful noney of the United States, which



shal |l be legal tender in paynent of all debts and dues, public and private,
at the time of said payment, said principal and interest to be payable as
set forth bel ow.

1. | NTEREST RATE.

a. The Interest Rate shall be a floating rate cal cul ated at an annual
rate of the SOUTHTRUST BANK Base Rate of Interest in effect fromtine to
time calculated on a daily noving basis upon the principal balance hereof
from time to time outstanding, but in no event to exceed the maxi mum rate
allowed by Florida Law, as anended, or as preenpted and prescribed from
tine to tine by the Laws of the United States of Anerica or any rule or
regul ati on of any departnment or agency thereof. The Base Rate of Interest
of SOUTHTRUST BANK shall be that rate of interest (but not necessarily the
best or lowest rate charged borrowi ng custonmers of SOUTHTRUST BANK)
described by it as its Base Rate of Interest, whether or not such rate
shall be otherw se published, as such rate shall vary fromtinme to tine,
and each adjustnment shall be effective on the day the change occurs.

b. Interest shall be calculated on the basis of a 360-day year, actual
days el apsed.

2. MATURI TY DATE. March 1, 2004.

3. PAYMENTS. Principal and interest shall be repayable by nmonthly
payments each conposed of: (i) $50,000.00 principal; plus (ii) accrued
interest at the Interest Rate, beginning on June 1, 2003 and payable on the
first day of each successive nonth thereafter until the Maturity Date at
which time all then unpaid principal and interest shall be payable in full.

4. SECURI TY AGREEMENT. As security for the paynent of the
i ndebt edness evidenced by this Note ("Liabilities"), the undersigned (anmong
other things) has granted or has caused to be granted to Hol der a Security
Agreenment dated March 10, 2000, as nodified by Amendment of Security
Agreement dated of even date herewith encunbering and conveying the
property therein described ("Security Agreenent"). Holder is given a lien
upon and a security interest in all property of the undersigned now or at
any time hereafter in the possession of Holder in any capacity whatsoever,
including but not linted to any balance or share of any deposit,
certificate of deposit, trust or agency account, as security for the
paynent of this Note and the Holder is hereby authorized to apply, on or
after maturity (whether by a acceleration or otherwise) to the paynent of
this debt any such funds or property in possession of the Hol der bel ongi ng
to each Obligor, in such order of application as Holder may fromtime to
tinme elect, wthout advance notice.

5. DEFAULT RATE. This note and all sums due hereunder shall bear
interest fromthe date when due (without any prior notice from Holder to
Maker or any noligor), whether by |apse of tine or on acceleration, and
also after any judgnment which may be entered against any Goligor and in
favor of Holder, at the Default Rate (as hereinafter defined) until paid.
The Default Rate shall be a rate of interest equal to the Interest Rate
plus five percent (5% per annumin excess of the Interest Rate until paid.

6. INTEREST LIM TATION. Anything in this note, the Security Agreenent
or any other agreenents or arrangenents wth the undersigned in connection
with the | oan evidenced by this Note to the contrary notw thstanding, in no
event shall the anpunt of interest due hereunder, together with all ampunts
reserved, charged, or taken by Hol der as conpensation for fees, services,
or expenses incidental to the naking, negotiation or collection of the |oan
evidenced hereby, which are deened to be interest under applicable I|aw,
exceed the maxinumrate of interest on the unpaid principal balance hereof
allowed from tine to time by applicable law. If any sumis collected in
excess of the applicable maxi numrate of

TH'S NOTE IS A RENEWAL PROM SSORY NOTE WHI CH RENEWS A NOTE UPON WHI CH
DOCUMENTARY STAMP TAXES HAVE ALREADY BEEN PAI D.

interest, the excess sumcollected shall be applied to reduce the principal
debt or be refunded to Maker, at Hol der's option.

7. CONSENT AND WAl VER. Each Obligor (which termshall nmean and
include each Borrower, Maker, Quarantor, and all others who nmay beconme
liable for all or any part of the obligations evidenced and secured
hereby), does hereby, jointly and severally: (a) consent to any

forbearance or extension of the tinme or manner of paynment hereof and to the
release of all or any part of any security held by the Holder to secure
paynment of this Note and to the subordination of the lien of the Security
Agreenment and any other instrument of security securing this Note as to all
or any part of the property encunbered thereby, all w thout notice to or
consent of that party; (b) agree that no course of dealing or delay or



om ssion or forbearance on the part of the Holder in exercising or
enforcing any of its rights or renmedi es hereunder or under any instrunent
securing this Note shall inpair or be prejudicial to any of the Holder's
rights and renedies hereunder or to the enforcement hereof and that the
Hol der may extend, nodify or postpone the tinme and manner of paynment and
performance of this Note and any instrunent securing this Note, nay grant
forebearances and may release, wholly or partially, any security held by
the Holder as security for this Note and rel ease, partially or wholly, any
person or party prinarily or secondarily liable with respect to this Note,
all without notice to or consent by any party primarily or secondarily
Iiable hereunder and without thereby rel easing, discharging or dimnishing
its rights and renedies against any other party primarily or secondarily
liable hereunder; (c) waive notice of acceptance of this Note, notice of
the occurrence of any default hereunder or under any instrunent securing
this Note and presentnent, demand, protest, notice of dishonor and notice
of protest and notices of any and all action at any tine taken or omtted
by the Holder in connection with this Note or any instrunent securing this
Note and waives all requirements necessary to hold that party to the
liability of that party; (d) waive any "venue privilege" and/or "diversity
of citizenship privilege" which they have now or have in the future, and do
hereby specifically agree, notw thstanding the provision of any state or
f eder al law to the contrary, that the venue for the enforcenent,
construction or interpretation of this note shall be the County Court,
Circuit Court or Federal Court selected by the Hol der hereof and they do
hereby specifically waive the right to sue or be sued in the court of any
other county in the State of Florida, any court in any other state or
country or in any federal court, or in any state or federal admnistrative
tribunal

8. ATTORNEYS' FEES. All parties liable for the payment of this Note
agree to pay the Holder in addition to the principal, premumand interest
due and payable hereon, reasonable paral egal fees, attorneys' fees and
costs, whether or not an action be brought, for the services of counsel
enmpl oyed after maturity or default to collect this Note or any principal or
interest due hereunder, or to protect the security, if any, or enforce the
performance of any other agreenent contained in this Note or in any
instrument of security executed in connection with the |oan evidenced
hereby, including, but not limted to costs, paral egal fees and attorneys'
fees and costs on any trial, or appellate proceedings, or in any
proceedi ngs under the United States Bankruptcy Code or in any post judgnent
pr oceedi ngs.

9. EVENTS OF DEFAULT. The happeni ng of any of the follow ng events
shall constitute a default or Event of Default hereunder: (a) failure of
any Obligor to pay any principal, interest or any other suns required

hereunder when due under this Note; or (b) a default or Event of Default
shal |l occur in any instrument securing this Note or in any other instrunent
executed in connection with the |Ioan evidenced hereby.

10. ACCELERATION. If a default or Event of Default shall occur
hereunder and such default shall continue for ten (10) days then at the
option of the Holder, the entire principal sum then renaining unpaid
together with any premuns and accrued interest shall imrediately becone
due and payable without notice or demand, and said principal and prem unms
shall bear interest fromsuch date at the Default Rate to be charged by
Hol der, it being agreed that interest not paid when due shall, at the
option of the Holder, draw interest at the rate provided for in this
paragraph. Failure to exercise the above options shall not constitute a
wai ver of the right to exercise the same in the event of any subsequent
defaul t. If this Note is payabl e upon demand, then no terns or provisions
contained in this paragraph shall be deened or interpreted to alter or
abrogate the denmand nature of this Note or the rights of Holder wunder a
demand i nstrument.

11. OTHER REMEDIES. |If a default or an Event of Default shall occur
Hol der shall have in addition to its renedi es under the Security Agreenent,
this Note and/or any other instrunent securing or executed in conjunction
with the |oan evidenced hereby and applicable law all the renedies of a
secured party under the Uniform Conmercial Code of the State of Florida

and, without limting the generality of the foregoing, Holder shall have
the right, at its option, and w thout notice or demand, to declare the
entire amunt of this Note remaining unpaid, and all other liabilities

sel ected by Hol der, immedi ately due and payabl e, |ess any unearned interest
or other charges and any rebates required by law (it being the intention
hereof that under no circunstances shall Hol der be entitled to receive at
any time any charges not allowed or pernmitted by |law or any interest in
excess of the maxinmumallowed by law); to set off against this Note all
money owed by Holder in any capacity to the undersigned or any guarantor
hereof, whether or not due; and Hol der shall be deened to have exercised
such right of setoff and to have made a charge against any such noney
i mredi ately upon the occurrence of such default even though such charge is
made or entered in the books of Holder subsequent thereto. Upon
disposition of any collateral after the occurrence of any default,
undersi gned shall be and renmain liable for any deficiency; and Hol der shall



account to undersigned for any surplus, but Holder shall have the right to
apply all or any part of such surplus (or to hold the same as a reserve)
agai nst any and all other liabilities of undersigned to Hol der.

12. FLORI DA LAW This Note is executed under seal and constitutes a
contract under the laws of the State of Florida, and shall be enforceable
in a Court of conpetent jurisdiction in that State, regardl ess of in which
State this Note is being executed.

13. HEADI NGS. The headi ngs of the paragraphs contained in this Note
are for conveni ence of reference only and do not forma part hereof and in
no way nodify, interpret or construe the nmeaning of the parties hereto.

14. LATE CHARGE. The undersigned prom ses to pay to the Holder of this
note a "late charge" not to exceed an anpunt equal to five per cent (5% of
any principal or interest which is not paid within ten (10) days from the
due date thereof to cover the extra expense involved in handling delinquent
paynments. Collection or acceptance by Hol der of such |ate charge shall not
constitute a waiver of any renedi es of Hol der provided herein.

15. CROSS DEFAULT. A default under this Note shall be and constitute a
default under any and all other notes or other evidence of indebtedness and
any instrunments of security therefor in which an Gbligor is liable and of
which the Holder is the Holder and a default under any other 1oan any
Ooligor has at anytinme to Holder or any other |ender shall be a default
her eunder .

16. M SCELLANEQUS.
a. The term "Maker", as used herein, in every instance shall
include the Maker's heirs, executors, admnistrators, successors, |egal

representatives and assigns, and shall denote the singular and/or plural,
the masculine and/or fenmnine, and natural and/or artificial persons
whenever and wherever the context so requires or admits.

b. This Note may not be changed orally, but only by an
agreenent in witing, signed by the party agai nst whom enforcement of any
wai ver, change, nodification or discharge is sought.

Al paynents made on the indebtedness evidenced by this Note shall be
applied first to repaynent of nonies paid or advanced by Hol der on behalf
of the Maker in accordance with the terns of the Security Agreenent
securing this Note, and thereafter shall be applied to paynent of accrued
interest, and lastly to paynent of principal.

VAKER AND HOLDER HEREBY KNOW NGLY, VOLUNTARILY AND | NTENTI ONALLY WAI VE THE
RI GHT ElI THER MAY HAVE TO A TRIAL BY JURY I N RESPECT OF ANY LI TI GATI ON BASED
HEREON, OR ARI SING QUT OF, UNDER OR I N CONNECTI ON W TH THI' S NOTE | NCLUDI NG
BUT NOT LI M TED TO ANY POST JUDGVENT ACTI ONS AND ANY AGREEMENT CONTEMPLATED
TO BE EXECUTED | N CONJUNCTI ON HEREW TH, OR ANY COURSE OF CONDUCT, COURSE CF
DEALI NG, STATEMENTS (WHETHER VERBAL OR WRI TTEN) OR ACTI ONS OF El THER PARTY.
THIS PROVISION IS A MATERI AL | NDUCEMENT FOR THE HOLDER MAKI NG THE LOAN OR
EXTENSI ON OF CREDI T EVI DENCED BY THI S NOTE.

(I'nitials)

Addr ess of Maker:

2441 Vi scount Row

Ol ando, Florida 32809 GALAXY NUTRI TI ONAL FOODS, INC., a
Del awar e corporation authorized to do
business in the State of Florida

By: /s/ CHRI STOPHER J. NEW

CHRI STOPHER J. NEW
Chi ef Executive Oficer

TAXPAYER | DENTI FI CATI ON NUMBER:

Filename: ex105-603.txt

Type: EX-10.5

Comment/Description: Amendment to Loan
Agreement

(this header is not part of the document)



AVENDVENT OF LOAN AGREEMENT

THI'S AMENDMENT OF LOAN AGREEMENT is executed this May 28, 2003, by
GALAXY NUTRI TIONAL FOODS, INC., a Delaware corporation f/k/a GALAXY FOODS
COWANY, a Delaware corporation ("Borrower"), and is consented to by
SOUTHTRUST BANK, ("Lender"), and is made with regard to the follow ng
natters:

RECI TAL S

A On  or about March 10, 2000, Borrower executed a | oan agreenent
(the "Loan Agreenent") in favor of Lender setting forth the terns and
condi tions upon which the Lender was willing to lend the Borrower the sum

of EIGHT M LLION FIVE HUNDRED THOUSAND AND NO' 100 DOLLARS ( $8, 500, 000. 00)
in order to refinance and retire existing indebtedness of Borrower and to
provide the Borrower with financing for the acquisition of new equipnent,
which loan was evidenced by a Note dated March 10, 2000, in the sum of
EI GHT MLLION FIVE HUNDRED THOUSAND AND NO' 100 DOLLARS ($8, 500, 000. 00),
which was renewed and increased by a future advance in the sum of
$1, 500, 000. 00, as evidenced by that certain Renewal Pronissory Note dated
Septenber 15, 2000, in the sum of TEN MLLION AND NO 100 DOLLARS
($10, 000, 000. 00) and was secured by a Security Agreenent dated March 10,
2000, encunbering certain collateral of the Borrower as referenced in said
Security Agreenent; and

B. Certain terms of the Loan Agreenent have previously been anended;
and

C. Borrower has again requested Lender to anend the terns of the
Loan Agreenent and Lender is agreeable to such anendnent.

THEREFORE, for and in consideration of TEN AND NO' 100 DOLLARS ($10. 00)
and for other valuable consideration received by the parties, it is hereby
agreed as foll ows:

1. Section 1.02, definition of Funded Debt, is hereby nodified such that
the definition of Funded Debt shall not include trade payables, trade
credit or accrued liabilities incurred in the ordinary course of business.

2. Section 1.02, definition of Interest Rate, is hereby nodified to read
as foll ows:

"means the applicable rate of interest to be borne by the Note (except
when the Default Rate is in effect) with respect to the Loan, such
rate shall be a floating rate calculated at an annual rate equal to
one percent (1.0% per annumin excess of the SOUTHTRUST BANK Base
Rate of Interest in effect fromtine to time calculated on a daily
noving basis wupon the principal balance hereof from time to tine
outstanding, but in no event to exceed the maxi mum rate allowed by
Florida Law, as anended, or as preenpted and prescribed fromtine to
tine by the Laws of the United States of Arerica or any rule or
regul ation of any departnent or agency thereof. The Base Rate of
Interest of SOUTHTRUST BANK shall be that rate of interest (but not
necessarily the best or lowest rate charged borrowi ng custoners of
SOUTHTRUST BANK) described by it as its Base Rate of Interest, whether
or not such rate shall be otherw se published, as such rate shall vary
from tine to time, and each adjustnent shall be effective on the day
the change occurs."

3. Section 1.02, definition of Note, is hereby nmodified to read as
foll ows:

"means that certain Renewal Prom ssory Note dated May 28, 2003, nude
by the Borrower to the order of the Bank in the ambunt of "TEN M LLION
ONE HUNDRED THI RTY- ONE THOUSAND NI NE HUNDRED El GHTY- FOUR AND 85/100
DOLLARS ($10, 131, 984.85)."

4. Section 2.01, subsection (a), is hereby nodified to read as foll ows:

"The indebtedness of the Borrower under the Loan shall be evidenced by
the Note. Principal and interest shall be repaid as set forth in the

Not e. "
5. Section 8.03, Addresses for Notices, Etc., is hereby nodified such
that all notices sent to the Bank shall also be sent to the followng
addr ess:

SOUTHTRUST BANK
150 Second Avenue North, Suite 200
St. Petersburg, Florida 33701



Facsimle: (727) 898-5319

6. Section 5.01(a) Accounting, Financial Statenents, Etc., is hereby
amended by deleting therefromsubsections (i), (ii) and (iv) and, in lieu
thereof, substituting the follow ng:

"(i) Wthin ten (10) days after filing with the Securities and
Exchange Conmission the following: (i) a copy of Borrower's annual report
on Form 10-K; and (ii) a copy of Borrower's quarterly reports on Form 10-Q
Such reports may by furnished by email and will be deemed furnished if they
are publicly avail able and accessi bl e.

(ii) Intentionally omtted.
(iv) Intentionally omtted."

7. Section 5.01(j) Tangible Net Worth, is hereby amended to read as
foll ows:

"(j) Tangible Net Worth. The Borrower nust have a mninmm
Tangible Net Wrth equal to at least Eleven MIlion and No/100 Dollars
($11, 000, 000.00). Preferred stock shall be excluded for the purposes of
cal cul ati ng Tangi bl e Net Worth."

8. Section 5.01(k) Total Liabilities to Tangible Net Wrth, is hereby
amended to read as foll ows:

"(k) Total Liabilities to Tangible Net Wrth, The Borrower shall
maintain a ratio of Total Liabilities to Tangible Net Wrth of no nore than
2.50 to 1.00 as calculated for any rolling four quarter period, which shall
be neasured quarterly. Preferred stock shall be excluded for the purposes
of calculating Tangi ble Net Worth."

9. Section 5.01(1) Maxinmum Funded Debt to EBITDA, is hereby amended to
read as follows:

"(1) Maxi mum Funded Debt to EBI TDA The Borrower shall nmintain
a ratio of maxi mum Funded Debt to EBITDA of not greater than 3.25 to 1 as
of, and to be neasured at, March 31, 2004 and the sane date of each year
thereafter until all of the obligations have been repaid. In the event of
a material expansion of the Borrower's manufacturing facilities, Bank
agrees to readdress this covenant. Non-cash stock expense/benefit shall be
excluded for the purposes of cal cul ating EBI TDA "

10. O her than as specifically set forth herein above, the ternms and
provisions of the Loan Agreement shall remain the same and in full force
and effect.

IN WTNESS WHEREOF, the undersigned parties have executed this
docunent effective the day and year first above witten.

GALAXY NUTRI TI ONAL FOODS, | NC.,
a Del aware corporation

By: /s/ CHRI STOPHER J. NEW

CHRI STOPHER J. NEW
Chi ef Executive Oficer

SQUTHTRUST BANK

By: /s/ Todd H Banes

Todd H. Banes, G oup Vice President
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AVENDVENT OF SECURI TY AGREEMENT

THI' S AVENDMENT OF SECURI TY AGREEMENT is executed this 28th day of
May, 2003, by GALAXY NUTRI TI ONAL FOODS, INC., a Del aware corporation
authorized to do business in the State of Florida f/k/a GALAXY FOODS
COWPANY, a Del aware corporation ("Borrower"), and is consented to by
SOUTHTRUST BANK, ("Lender"), and is nade with regard to the follow ng
matters:

RECI TAL S

A On or about March 10, 2000, Borrower executed a security
agreenent (the "Security Agreenent") in favor of Lender setting forth the
ternms and conditions upon which the Lender was willing to | end the Borrower
the sum of EIGHT M LLION FI VE HUNDRED THOUSAND AND NO' 100 DOLLARS
($8, 500, 000.00) in order to refinance and retire existing indebtedness of
Borrower and to provide the Borrower with financing for the acquisition of
new equi pnent, which |oan was evidenced by a Note dated March 10, 2000, in
the sum of EIGHT M LLION FI VE HUNDRED THOUSAND AND NO' 100 DOLLARS
($8, 500, 000. 00), which was renewed and increased by a future advance in the
sum of $1, 500, 000. 00, as evidenced by that certain Renewal Promi ssory Note
dated Septenber 15, 2000, in the sumof TEN M LLION AND NO' 100 DOLLARS
($10, 000, 000. 00) ("Note One"), which is secured by the Security Agreenent,
encunbering certain collateral of the Borrower as referenced in said
Security Agreenent.

B. On or about October 19, 2000, Borrower executed a Pronissory Note
in the original principal amunt of ONE M LLI ON FI VE HUNDRED THOUSAND AND
NO' 100 DOLLARS ($1, 500, 000. 00) (herein "Note Two") in favor of Lender
secured, in part, by the securities referenced in Exhibit "A" to that
certain UCC-1 Financing Statenent executed in connection with Note Two by
Borrower in favor of Lender, and the Security Agreenent was sinultaneously
nodi fied such that the collateral referenced in the Security Agreenent was
al so nade to secure the repaynment of the indebtedness evidenced by Note
Two.

C. Borrower has requested and Lender has agreed to nmake a loan to
Borrower for an additional sumof TWO M LLION AND NO 100 DOLLARS
($2, 000, 000.00) (herein the "Future Advance") to be evidenced by that
certain Renewal Promissory Note executed by Borrower in favor of Lender
dated of even date herewith in the original principal amunt of TEN M LLION
ONE HUNDRED THI RTY- ONE THOUSAND NI NE HUNDRED El GHTY- FOUR AND 85/ 100 DOLLARS
($10, 131, 984.85) conditioned upon the Borrower agreeing to nodify the
Security Agreement to specifically state that the collateral referenced in
the Security Agreenent shall continue to secure the repaynment of: (i) Note
One, as renewed by the Renewal Promi ssory Note of even date herewith and
including the Future Advance of $2, 000, 000.00; and (ii) Note Two.

D. Borrower has requested and Lender has agreed to renew and
nodi fy the terns of Note Two.

E. Borrower has requested Lender to anend the terns of the Security
Agreenment and Lender is agreeable to such anmendnent.

THEREFORE, for and in consideration of TEN AND NO' 100 DOLLARS ($10. 00)
and for other valuable consideration received by the parties, it is hereby
agreed as foll ows:

1. Paragraph 2 of the Security Agreenent is hereby anended to
read as follows:

"2. Indebtedness Secured. This Security Agreenent and
the Security Interest created hereby secures the paynent of
all obligations of any kind owing by Debtor to Secured Party
whet her now exi sting or hereafter incurred, direct or
indirect, primary or secondary, sole or joint and several,
contingent or non-contingent, |iquidated or non-Iliqui dated,
or otherw se, arising fromloans, advances, guaranties,
endor sements or ot herw se, whether related or unrelated to
the purpose of the original extension of credit, whether of
the sane or a different class as the prinmary obligation,
including, without linmtation, any suns advanced and any
expenses or obligations incurred by Secured Party pursuant
to this Security Agreenent (including attorneys' fees and
costs as provided herein) or any other agreenent concerning,
evi dencing or securing obligations of Debtor to Secured
Party, and any liabilities of Debtor to Secured Party
arising fromany source whatsoever and all extensions,
renewal s and nodifications thereof, including but not
limted to: (i) all obligations and indebtedness arising
fromthe | oan evidenced by Note One, as renewed of even date



herewith (including all renewals, nodifications and future
advances thereof) and all |oan docunents related thereto;
and (ii) all obligations and indebtedness arising fromthe
| oan evidenced by Note Two as renewed of even date herewith
(including all renewals, nodifications and future advances
thereof) and all |oan docunments related thereto
(collectively, the "Indebtedness")."

2. Par agraph 5, subparagraph (a) of the Security Agreement is
hereby anended to read as foll ows:

"(a) will furnish Secured Party within ten (10) days
after filing with the Securities and Exchange Conmi ssion the
following: (i) a copy of Debtor's annual report on Form 10-
K; and (ii) a copy of Debtor's quarterly reports on Form 10-
Q Such reports nmay by furnished by email and will be
deermed furnished if they are publicly avail able and
accessible."

3. G her than as specifically set forth herein above, the terns

and provisions of the
Security Agreenent shall remain the same and in full force and effect.

IN WTNESS WHEREOF, the undersigned parties have executed this
docunent effective the day and year first above witten.

GALAXY NUTRI TI ONAL FOODS, | NC.,
a Del aware corporation

By: /s/ CHRISTOPHER J. NEW

CHRI STOPHER J. NEW
Chi ef Executive Oficer

SOUTHTRUST BANK

By: [/s/ TODD H. BANES

TODD H. BANES
G oup Vice President
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THI' S WARRANT AND THE SECURI TI ES | SSUABLE UPON THE EXERCI SE HEREOF
HAVE NOT BEEN REG STERED UNDER THE SECURI TI ES ACT OF 1933, AS
AMENDED (THE "SECURITIES ACT"), OR ANY APPLICABLE STATE
SECURI TI ES LAWS AND MAY NOT BE SOLD, OFFERED FOR SALE, MORTGAGED,
PLEDGED, HYPOTHECATED OR OTHERW SE TRANSFERRED EXCEPT PURSUANT TO
(A) AN EFFECTI VE REG STRATI ON STATEMENT UNDER THE SECURI TI ES ACT
AND ANY APPLI CABLE STATE SECURI TIES LAWS, OR (B) AN EXEMPTI ON
THEREFROM AND, |F REQUESTED BY THE COVPANY, THE COVPANY HAS
RECEI VED AN OPI NIl ON OF COUNSEL SATI SFACTORY TO THE COVPANY TO THE
EFFECT THAT THE TRANSFER IS EXEMPT FROM THE REG STRATI ON
PROVI SIONS OF THE SECURI TI ES ACT AND APPLI CABLE STATE SECURI Tl ES
LAWS.

WARRANT TO PURCHASE SECURI TI ES
OF
GALAXY NUTRI TI ONAL FOODS, | NC.

Void after June 1, 2009

This Warrant is issued to SOUTHTRUST BANK, N A, or its
registered assigns (the "Holder") by GALAXY NUTRITIONAL FOODS, INC., a
Del aware corporation (the "Conpany"), on May 29, 2003 (the "Warrant |ssue
Date").



1. Nunber of Shares Subject to Warrant. Subject to the ternms and
conditions hereinafter set forth, the Holder is entitled, upon surrender of
this MWarrant at the principal office of the Conpany, to purchase from the
Conpany, at a price equal to the Exercise Price (as defined in Section 2
bel ow), shares of the Warrant Stock.

For purposes of this Warrant:

(A "Common Stock” shall mean the Conpany's commopn st ock,
$0. 01 par val ue.

(B) "Warrant Stock" shall mean 100,000 shares of the
Conpany's Commpn Stock, subject to adjustnent as described in Section 7
bel ow.

(O "Shares" shall nean fully paid and non-assessable
shares of Common Stock.

2. Exercise Price. The per share purchase price for the Shares shall be
$1.97 (the "Exercise Price"). The Exercise Price shall be subject to
adj ust nent pursuant to Section 7 hereof.

3. Exerci se Period. Except as otherw se provided for herein, this
Warrant shall be exercisable, in whole or in part, at any tine and from
time totine. On the Expiration Date, all Warrants evi denced hereby shall
thereafter be void and of no further force and effect. Wether or not
surrendered to the Conpany by the Hol der, this Warrant shall be deened
cancel ed upon the expiration hereof.

4. Met hod of Exercise. Wiile this Warrant remai ns outstandi ng and
exercisable in accordance with Section 3 hereof, the purchase rights hereby
represented nay be exercised in whole or in part, at the election of the
Hol der, by the tender of the Notice of Exercise in substantially the form
attached hereto as Exhibit A and the surrender of this Wrrant at the
principal office of the Conpany and by the paynent to the Conpany in cash,
by check, cancellation of indebtedness or other form of paynent acceptable
to the Conpany, of an anpunt equal to the then applicable Exercise Price
mul tiplied by the nunber of Shares then being purchased.

5. Certificates for Shares. Upon the exercise of the purchase rights
evidenced by this MWarrant, one or nore certificates for the nunber of
Shares so purchased shall be issued as soon as practicable thereafter (with
appropriate restrictive | egends, as applicable).

6. I ssuance of Shares. The Conpany hereby covenants that it will duly
and validly reserve shares of Conmon Stock for issuance upon exercise of
this Warrant. The Conpany covenants that the Shares, when issued pursuant
to the exercise of this Warrant, will be duly and validly issued, fully

pai d and nonassessable and free fromall taxes, liens, and charges with
respect to the issuance thereof. The Shares issued hereunder shall have
the same rights and obligations pertaining to the other shares of Conmmon
St ock issued previously by the Conpany.

7. Adj ust ment of Exercise Price and Nunber of Shares. The nunber of and
ki nd of securities purchasabl e upon exercise of this Warrant and the
Exerci se Price shall be subject to adjustment fromtime to tine as follows:

(a) Subdivisions, Conbinations and G her Issuances. |If the Conpany shall
at any tinme prior to the exercise or expiration of this Warrant subdivide
its Cormon Stock, by split-up or otherw se, or conbine its Common Stock, or
issue additional Common Stock as a dividend with respect to any of its
Common St ock, the nunber of Shares issuable on the exercise of this Warrant

shall forthwith be proportionately increased in the case of a subdivision
or stock dividend, or proportionately decreased in the case of a
conbi nati on. Appropriate adjustnents shall also be made to the Exercise

Price, provided that the aggregate Exercise Price payable hereunder for the
total nunber of Shares purchasabl e under this Warrant (as adjusted) shall
remain the sane. Any adj ustnent under this Section 7(a) shall becone
effective at the close of business on the date the subdivision or
conbi nati on becones effective, or as of the record date of such dividend,
or in the wevent that no record date is fixed, upon the nmaking of such
di vi dend.

(b) Reclassification, Reorganization and Consolidation. 1In the event of
any corporate reclassification, capital reorganization, consolidation, spin-
of f or change in the Conmmon Stock of the Conpany (other than as a result of
a subdi vi si on, conbination, or dividend provided for in Section 7(a)

above), then, as a condition of such event, |awful provision shall be made,
and duly executed docunents evidencing the same fromthe Conpany or its
successor shall be delivered to the Holder, so that the Hol der shall have
the right at any tinme prior to the expiration of this Warrant to purchase,
at a total price equal to that payable upon the exercise of this Warrant,
the kind and anobunt of shares of stock and/or other securities and property
receivable in connection with such event by a holder of the same nunber of



shares for which this Warrant coul d have been exercised i mediately prior
to such event. In any such case appropriate provisions shall be nade with
respect to the rights and interest of the Holder so that the provisions
hereof shall thereafter be applicable with respect to any shares of stock
or other securities and property deliverable upon exercise hereof, and
appropriate adjustnents shall be made to the Exercise Price, provided that
the aggregate exercise price payable hereunder for the total nunber of
Shares purchasabl e under this Warrant (as adjusted) shall remain the sane.

(c) Adjustnent to Nunber of Shares. Upon each adjustnment of the Exercise
Price, the nunber of Shares issuable upon exercise of the Warrant shall be
increased to equal the quotient obtained by dividing (x) the product
resulting fromnultiplying (i) the nunmber of Shares issuable upon exercise
of the Warrant, and (ii) the Exercise Price, in each case as in effect

i medi ately before such adjustnment by (y) the adjusted Exercise Price.

(d) Notice of Adjustnent. Wen any adjustnent is required to be made to
the Exercise Price or in the nunber or kind of Shares purchasabl e upon
exerci se of the Warrant, the Conpany shall pronptly notify the Hol der of
such event and of the adjusted Exercise Price or nunber of Shares or other
securities or property thereafter purchasable upon exercise of this
Warrant .

8. Assunption of Warrant. |If at any time, while this Warrant, or any
portion thereof, is outstanding and unexpired there shall be an acquisition
of the Conpany by another entity by means of a merger, reorganization or
consol idation of the Conpany or any other transaction in which the owners
of the Conpany's outstanding voting power inmediately prior to such
transaction own, directly or indirectly, less than 51% of the voting power
of the resulting or surviving entity inmmediately upon conpletion of such
transaction, then, as a part of such acquisition, lawful provision shall be
made so that the Holder shall thereafter be entitled to receive upon
exercise of this MWarrant, during the period specified herein and upon
paynent of the aggregate Exercise Price then in effect, the nunber of
shares of stock or other securities or property of the successor
corporation resulting fromsuch acquisition which a holder of the Shares
deliverable upon exercise of this Warrant would have been entitled to
receive in such acquisition if this Warrant had been exercised i mediately
before such acquisition

9. No Fractional Shares or Scrip. No fractional Shares or scrip
representing fractional Shares shall be issued upon the exercise of this
Warrant, but in lieu of any fractional Share the Conpany shall nake a cash
paynent therefor on the basis of the closing sale price of the Commpn Stock
on the AMEX Stock Exchange (or any successor exchange or quotation system
on which the Cormon Stock is listed or quoted) on the date of exercise.

10. No Sharehol der Rights. Prior to exercise of this Warrant, the Hol der
shall not be entitled to any rights of a shareholder with respect to the
Shares, including (without limtation) the right to vote such Shares,
receive dividends or other distributions thereon, exercise preenptive
rights or be notified of sharehol der nmeetings, and such Hol der shall not be
entitled to any notice or other conmunication concerning the business or
affairs of the Conpany. However, nothing in this Section 10 shall limt
the right of the Holder to be provided the notices required under this
Warrant .

11. Conpliance Wth Securities Act; Transferability of Warrant or Shares.

(a) Conpliance Wth Securities Act. The Holder, by acceptance hereof,
agrees that this Warrant, and the Shares issuable upon exercise of this

Warrant, are being acquired for investnent and that such Holder wll not
offer, sell or otherw se dispose of this Warrant, or any Shares issuable
upon exercise of this Warrant, except under circunstances which wll not

result in a violation of the Securities Act, or any applicable state
securities laws. This Warrant and all Shares issued upon exercise of this
Warrant (unless registered under the Securities Act and any applicable
state securities laws) shall be stanped or inprinted with a legend in
substantially the follow ng form

"THESE SECURI TI ES HAVE NOT BEEN REG STERED UNDER THE SECURI Tl ES
ACT OF 1933, AS AMENDED (THE "SECURI TI ES ACT"), OR ANY APPLI CABLE
STATE SECURITIES LAW AND MAY NOT BE SOLD, OFFERED FOR SALE,
MORTGAGED, PLEDGED, HYPOTHECATED OR OTHERW SE TRANSFERRED EXCEPT
PURSUANT TO AN EFFECTIVE REG STRATION STATEMENT UNDER  THE
SECURI TIES ACT AND ANY APPLI CABLE STATE SECURI TIES LAW5, OR AN
EXEMPTI ON  THEREFROM  AND, |F REQUESTED BY THE COWPANY, THE
COVWPANY HAS RECEI VED AN OPI NI ON OF COUNSEL SATI SFACTORY TO THE
COWANY TO THAT EFFECT. THIS WARRANT HAS BEEN ACQUI RED FOR
I NVESTMENT AND NOT W TH A VI EW TO DI STRI BUTI ON OR RESALE. "

(b) Transferability. Subject to conpliance with applicable federal and
state securities laws, this Wrrant and all rights hereunder are
transferable in whole or in part by the Holder to any person or entity upon



witten notice to the Conpany. The transfer shall be recorded on the books
of the Conpany upon the surrender of this Warrant, properly endorsed for
transfer by delivery of an Assignnent Formin substantially the form
attached hereto as Exhibit B, to the Conpany at the address set forth in
Section 15 hereof, and the paynent to the Conpany of all transfer taxes and
other governmental charges inposed on such transfer. |In the event of a
partial transfer, the Conpany shall issue to the holders one or nore
appropriate new warrants.

12. Restricted Securities. The Holder understands that this Warrant and
the Shares issuable upon exercise of this Warrant, will not be registered
at the time of their issuance under the Securities Act. The Holder
represents that it is experienced in evaluating conpanies such as the
Conpany, has such know edge and experience in financial and business
matters as to be capable of evaluating the nerits and risks of its
investnent, and has the ability to suffer the total |oss of the investnent.
The Holder further represents that it has had the opportunity to ask
questions of and receive answers fromthe Conpany concerning the terns and
conditions of this Warrant, the business of the Conpany, and to obtain
additional information to such Holder's satisfaction. The Holder further
represents that it is an "accredited investor” within the neaning of
Regul ation D under the Securities Act, as presently in effect. The Holder
further represents that this Warrant is being acquired for the account of
the Holder for investnent only and not with a view to, or wth any
intention of, a distribution or resale thereof, in whole or in part, or the
grant of any participation therein.

13. Successors and Assigns. The terns and provisions of this Warrant
shall inure to the benefit of, and be binding upon, the Conpany and the
Hol ders hereof and their respective successors and assigns.

14. Amendnments and Waivers. Any termof this Warrant nay be anended and
the observance of any termof this Warrant may be waived (either generally
or in a particular instance and either retroactively or prospectively),
with the witten consent of the Conmpany and the Hol der.

15. Notices. Al notices required under this Warrant shall be deened to
have been given or nade for all purposes (i) upon personal delivery, (ii)
upon confirmation receipt that the comunication was successfully sent to
the applicable nunber if sent by facsimle, (iii) one day after being sent,
when sent by professional overnight courier service, or (iv) three business
days after posting when sent by registered or certified mail. Notices to
the Conpany shall be sent to the address of the Conpany set forth bel ow (or
at such other place as the Conpany shall notify the Hol der hereof in
witing) and notices to the Hol der shall be sent to the address of the

Hol der set forth below (or at such other place as the Holder shall notify
the Company hereof in witing):

To the Conpany: GALAXY NUTRI TI ONAL FOODS, | NC.
2441 Vi scount Road
Ol ando, Florida 23809
Tel ecopi er: (407) 855-1099
Attn: M. Christopher J. New

Wth a copy to: Baker & Hostetler LLP
200 S. Orange Avenue
SunTrust Center, Suite 2300
Tel ecopi er: (407) 841-0168
Attn: Jeffrey E. Decker, Esq.

To the Hol der as provided on the signature page of this Warrant.

16. Captions. The section and subsection headings of this Warrant
are inserted for convenience only and shall not constitute a part of this
Warrant in construing or interpreting any provision hereof.
17. Coverning Law. This Warrant shall be governed by the laws of the
State of Florida, without regard to the choice or conflict of |aws
principles thereof.

[ S| GNATURE PAGE FOLLOWS]

IN W TNESS WHERECF, the undersigned have caused this Warrant to
be duly executed as of the date first set forth above.

COVPANY
GALAXY NUTRI TI ONAL FOODS, | NC.
By:

Nanme: Christopher J. New
Title: Chief Executive Oficer




HOLDER

Sout hTrust Bank, N. A

By:

Hol der's address for its principal place of
business is as foll ows:

Hol der's address for notice purposes (if
di fferent than above):

<PAGE>

EXHBITA

NOTI CE OF EXERCI SE

To: GALAXY NUTRI TI ONAL FOODS, | NC.

The undersigned hereby elects to [check appl i cabl e
subsection]:

(a) Pur chase Shares (as defined in the
attached Warrant) of GALAXY NUTRITIONAL FOODS, |[|NC.,
pursuant to the terns of the attached Wrrant and
paynment of the Exercise Price per Share required under
such Warrant acconpanies this notice;

R

(b) Exercise the attached Warrant or portion
thereof for all of ____ Shares under the Warrant
pursuant to the net exercise provisions of Section 4 of
such Warrant.

The Holder represents that it is experienced in evaluating
conpanies such as the Conpany, has such know edge and experience in
financial and business natters as to be capable of evaluating the nerits
and risks of its investment, and has the ability to suffer the total |oss
of the investnment. The Holder further represents that it has had the
opportunity to ask questions of and receive answers from the Conpany
concerning the terns and conditions of this Warrant, the business of the
Conpany, and to obtain additional information to such Hol der' s
satisfaction. The Holder further represents that it is an "accredited
investor" within the meaning of Regulation D under the Securities Act, as
presently in effect. The undersigned hereby represents and warrants that
the undersigned is acquiring such shares for its own account for investnent
purposes only, and not for resale or with a viewto distribution of such
shares or any part thereof.

Dat e: WARRANTHOL DER:

By:
Nare:
Addr ess:

Nane in which shares should be registered:

<PAGE>
EXH BIT B
ASSI GNVENT FORM
TO  GALAXY NUTRI TI ONAL FOCDS, | NC.
The under si gned her eby assi gns and transfers unt o
of

(Pl ease typewite or print
in block letters) the right to purchase __ ___Shares (as defined in




the MWarrant) of GALAXY NUTRI TIONAL FOODS, |INC. subject to the Warrant,
dat ed as of , by and between GALAXY
NUTRI TI ONAL FOODS, INC. and the undersigned (the "Warrant").

This assignment conplies with the provisions of Section 11 of the Warrant
and is acconmpanied by funds sufficient to pay all applicable transfer
t axes.

In addition, the undersigned and/or its assignee will provide such evi dence
as is reasonably requested by, GALAXY NUTRI TI ONAL FOODS I NC., to evidence
conpliance wth applicable securities |aws as contenpl ated by Sections 11
and 12 of the Warrant.

Dat e: By:

(Print Nanme of Signatory)

(Title of Signatory)

Filename: ex108-603.txt

Type: EX-10.8

Comment/Description: Securities Purchase
Agreement

(this header is not part of the document)

SECURI TI ES PURCHASE AGREEMENT

THI S SECURI TI ES PURCHASE AGREEMENT (this "Agreenent"), dated as of May
21, 2003, by and between Galaxy Nutritional Foods, 1Inc., a Delaware
corporation, wth its principal place of business at 2441 Viscount Row,
Ol ando, FL 32809 (the "Conpany"), and Fromageries Bel S.A , a corporation
organi zed under the laws of France, whose address is 16, Bd Ml esherbes
75008, Paris, France (the "Buyer").

PRELI M NARY STATEMENTS

A The Conpany has authorized the sale to Buyer of a certain nunber
of shares of the Conpany's common stock, par value $0.01 per share (the
"Common Stock") on the terns and subject to the conditions set forth in
this Agreenent;

B. The Conpany and Buyer are executing and delivering this Agreenent
in reliance wupon the exenption fromsecurities registration afforded by
Rul e 506 under Regulation D ("Regulation D') as pronulgated by the United
States Securities and Exchange Conmi ssion (the "SEC') under the Securities
Act of 1933, as anended (the "1933 Act");

C. Buyer wi shes to purchase, in the anpbunts and upon the terns and
conditions stated in this Agreenent, shares of Common Stock at a purchase
price of $2 mllion;

D. The parties hereto intend that, as a condition to the closing of
the transactions contenplated hereby, the parties hereto will execute and
deliver a Registration R ghts Agreenment in substantially the formattached
hereto as Exhibit A (the "Registration Rights Agreenment") pursuant to which
the Conpany agrees to provide certain registration rights under the 1933
Act and the rules and regul ati ons pronul gated thereunder, and applicable
state securities | aws; and

E. The Conpany intends to enter into other agreenents substantially
in the form of this Agreenent and Registration Rights Agreement with
certain other buyers (the "Qther Buyers") and expect to conplete the sale
of shares of Common Stock on or before Septenber 30, 2003 for an aggregate
purchase price of no nore than $10 mllion to the Other Buyers; however,
the Buyer's obligations hereunder are not expressly conditioned on the
purchase by any or all of the Other Buyers of the Common Stock that they
may agree to purchase fromthe Conpany.

NOW THEREFORE, in consideration of the prenmises and the nutual



covenants contained herein and other good and val uabl e consi deration, the
recei pt and sufficiency of which are hereby acknow edged, the Conmpany and
the Buyer hereby agree as foll ows:

1. PREAMBLES; PURCHASE AND SALE OF COVMON STCOCK; CLOSI NG

a. Prelimnary Statements. The above prelimnary statenents,
recitals, definitions, preanble and provisions are true and correct and are
incorporated herein as fully as if set forth herein.

b. Purchase of Common Stock. Subject to the terms and
conditions set forth in this Agreenent, the Conpany agrees to issue and
sell to Buyer, and Buyer agrees to purchase fromthe Conpany such nunber of
shares of Comobn Stock (the "Securities") as shall be determined by
di viding the aggregate purchase price of $2 mllion (the "Purchase Price")
by the per share purchase price (with any fractional shares being rounded
up to the next whole share). The per share purchase price shall be equal
to the lesser of (x) ninety-five percent (95% of the average closing price
of the Common Stock on the Principal Market (as defined below) for the
Tradi ng Days (as defined below) occurring during the thirty (30)
consecutive cal endar days ending on the cal endar day i mediately prior to
the date of Cosing (as defined below), or (y) $1.80. The term "Principal
Market" shall mean the American Stock Exchange, the New York Stock
Exchange, the NASDAQ National Market, or the NASDAQ SnmllCap Market,
whi chever is at the tine the principal trading exchange or market for the
Common St ock, based upon share volune, or if the Common Stock is not traded
on an exchange or narket, the OTC Bulletin Board or its successor (as of
the date hereof the Principal Market is the American Stock Exchange). The
term "Trading Day" shall nean any day during which the Common Stock is
traded on the Principal Market. The consummation of the transaction and
the payment of the Purchase Price shall occur at Cosing (as defined
bel ow) .

c. Escr ow. At | east one (1) business day prior to Cl osing
(the date of which the Conpany shall notify Buyer in witing), Buyer shall
deliver to Gbralter Bank, F.S.B., as escrow agent ("Escrow Agent"), an
amount equal to the Purchase Price (the "Escrow Amount") by wire transfer
of imediately available United States Dollars in accordance with the
instructions set forth in the Escrow Agreenent dated as of the date hereof
by and anong the Conpany, Buyer and Escrow Agent (the "Escrow Agreenent").
Escrow Agent shall hold and di sburse the Escrow Anpbunt in accordance wth
the ternms and conditions of the Escrow Agreenment. |f the Conpany fails to
effect the FINOVA Repaynment within three (3) business days of the Buyer
depositing the Escrow Amount with Escrow Agent, then, at the request of the
Buyer at any tinme until the Escrow Agent initiates the disbursenment of
funds under the Escrow Agreenent to effect the FINOVA Repaynent, the
Conpany shall execute with the Buyer and deliver to the Escrow Agent joint
witten instructions instructing the Escrow Agent to distribute all of the
Escrow Anpbunt to whatever account is designated by Buyer.

d. The Cdosing. The closing ("Closing") of the sale and
purchase of the Securities under this Agreement is contingent wupon the
Conpany's repaynent in full of the existing debt owed to (x) FINOVA Capital
Corporation pursuant to that «certain Security Agreenent dated as of
Novenber 1, 1996, as anended, and (y) FINOVA Mezzanine Capital Inc.
pursuant to that certain Loan Agreenent dated as of Septenber 30, 1999, as
amended (the "FI NOVA Repaynent"). The parties acknow edge that the FINOVA
Repaynment is being funded, in part, with the Purchase Price, wth the
bal ance of the FINOVA Repaynent provided substantially froman asset based
loan from Textron Financial Corporation (the "Textron Loan"), and a term

loan from SouthTrust Bank (the "SouthTrust Loan"). The terns of the
Textron Loan and the SouthTrust Loan shall be consummated under terns no
less favorable to the Conpany than as set forth on Annex A The FI NOVA
Repaynment shall be subject to and in accordance with the terns of the

Escrow Agreenent. The dosing shall take place at the offices of Baker &
Hostetler LLP, 200 South Orange Avenue, Suite 2300, SunTrust Center,
O'lando, Florida 32801, as of the date of the FINOVA Repaynent. The
consummation of the transaction and the paynent of the Purchase Price shall
occur at Cosing, as follows:

(i) Rel ease of Escrow Ampunt. Escrow Agent shall rel ease
the Escrow Anpunt as provided in the Escrow Agreenent.

(ii) Deliveries by the Conmpany. The Conpany shall direct
its stock transfer agent to agent to deliver one or nore certificates
representing the Securities being purchased by Buyer, registered in the
name of Buyer (the "Stock Certificates") and to provide Buyer's counsel
with a photocopy of the Certificates along with a witten confirmation from

t he stock transfer agent that it wll deliver the original Stock
Certificates to Buyer's counsel at the address set forth in Section 7.f. on
the foll ow ng business day. The Securities shall be newly issued shares.

2. BUYER S REPRESENTATI ONS AND WARRANTI ES



Buyer represents and warrants to the Conpany that

a. I nvest ment Purpose. The Securities are being acquired by
Buyer in good faith solely for its own account, for investnent purposes
only, and are not being purchased for resale, resyndication, distribution
subdivision or fractionalization thereof within the neaning of the 1933
Act; Buyer has no contract or arrangenent with any person to sell, transfer
or pledge to any person the Securities or any part thereof, any interest
therein or any rights thereto; Buyer has no present plans to enter into any
such contract or arrangenment; and Buyer understands that as a result it
nmust  bear the economic risk of the investnent for an indefinite period of
tinme because the Securities have not been registered under the 1933 Act
and, therefore, cannot be sold unless they are subsequently registered
under the 1933 Act or in reliance upon an exenption from such registration
under the 1933 Act

b. Accredited Investor Status. Buyer is an "accredited
investor" as that termis defined in Rule 501(a) of Regulation D

c. Reliance on Exenptions. Buyer understands that t he
Securities are being offered and sold to it under an exenption from the
registration requirenents of the United States federal and state securities
laws and that the Conpany is relying upon the truth and accuracy of, and
Buyer's conpliance wth, the representations, warranties, agreenents
acknow edgrments and under st andi ngs of Buyer set forth herein in order to
determine the availability of such exenptions and the eligibility of Buyer
to acquire the Securities

d. Informati on. Buyer understands and acknow edges that it is
purchasing the Securities w thout being furnished any offering literature
prospectus or other materials other than copies of the SEC Docurments (as
defined hereinbelow), that this transaction has not been scrutinized by the
SEC or by any adm nistrative agency charged with the administration of the
securities laws of any state, that all docunents, records and books
pertaining to the Conpany, its business, finances and operations, and this
investnent have been nade available to Buyer, and its advisors and

representatives, including its attorney, its accountant and/ or its
purchaser representative, and that the books and records of the Conpany
will be available upon reasonable notice for inspection by Buyer during
reasonabl e business hours at the Conpany's principal place of business

Buyer and its advisors and representatives, including its attorney, its

accountant and/or its purchaser representative, if any, have reviewed the
SEC Docunents and been afforded the opportunity to ask questions of the
Conpany and have received conplete and satisfactory answers to any such
inquiries. Buyer understands that its investnent in the Securities is
specul ative and involves a high degree of risk of loss and that Buyer nust
be prepared to lose its entire investnment in the Conpany. Buyer has sought
such accounting, legal and tax advice, as it has considered necessary to an
informed investnent decision wth respect to its acquisition of the
Securities. Buyer, or Buyer together with its purchaser representative, if
any, have such know edge and experience in financial and business natters
that it and such representative are capable of evaluating the nerits and
risks of an investnent in the Securities and of neking an inforned
i nvest ment deci sion

e. Governnental  Revi ew. Buyer understands that no United
States federal or state agency or any other government or governnenta
agency has approved or di sapproved or passed on or nade any recommendati on
or endorsement of the Securities or the fairness or suitability of the
investment in the Securities, nor have such authorities passed upon or
endorsed the nmerits of the offering of the Securities or the accuracy or
adequacy of any of the information provided by the Conpany to Buyer
regarding the Conpany, the Securities or any other matter, and that the
Conpany is relying on the truth and accuracy of the representations
decl arations and warranti es herein nade by Buyer in offering the Securities
for sale to it without having first registered the same under the 1933 Act

f. Transfer or Resale. Buyer understands that, except as
provided in the Registration R ghts Agreement, (i) the Securities have not
been and are not being registered under the 1933 Act or any state
securities laws, and may not be transferred unless (a) subsequently
regi stered thereunder, or (b) Buyer shall have provided the Conpany with a
statenent of the circunmstances surrounding the proposed disposition and
shall have delivered to the Conpany an opinion of counsel, reasonably
satisfactory in form scope and substance to the Conpany, to the effect
that the Securities to be sold or transferred nay be sold or transferred
pursuant to an exenption fromsuch registration; (ii) any sale of such
Securities made in reliance on Rule 144 pronul gated under the 1933 Act may
be made only in accordance with the terns of said Rule and further, if said
Rule is not applicable, any resale of such Securities under circunstances
in which the seller (or the person through whomthe sale is made) nmy be
deened to be an underwiter (as that termis defined in the 1933 Act) nmay
require conpliance with sone other exenption under the 1933 Act or the
rules and regul ations of the SEC thereunder; and (iii) neither the Conpany



nor any other person is under any obligation to register such Securities
under the 1933 Act or any state securities laws or to conply with the terns
and conditions of any exenption thereunder.

g. Legends. Buyer understands that the stock certificates
representing t he Securities shall bear a restrictive | egend in
substantially the following form (and a stop-transfer order shall be placed
agai nst transfer of such stock certificates):

THE  SECURI TIES REPRESENTED HEREBY HAVE NOT  BEEN
REG STERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED. THE SECURITIES HAVE BEEN ACQU RED FOR
I NVESTMENT AND MAY NOT BE RECFFERED, SOLD, TRANSFERRED,
PLEDGED, OR ASSI GNED I N THE ABSENCE OF (A) AN EFFECTI VE
REG STRATI ON  STATEMENT FOR THE SECURI TIES UNDER SAI D
ACT AND THE STATE SECURI TI ES ACT OR BLUE SKY ACT OF ANY
STATE HAVI NG JURI SDI CTI ON THERECF, OR (B) AN OPI Nl ON OF
COUNSEL, REASONABLY SATI SFACTORY IN FORM  SCOPE AND
SUBSTANCE TO THE COWPANY, THAT REG STRATION IS NOT
REQUI RED UNDER SAI D ACT OR THE SECURI TIES ACT OR BLUE
SKY ACT OF ANY STATE HAVI NG JURI SDI CTI ON W TH RESPECT
THERETO.

h. Aut hori zation; Enforcenent. This Agreenent and t he
Regi stration Rights Agreement have been duly and validly authorized,
executed and delivered on behalf of Buyer and are valid and binding
agreenents of Buyer enforceable in accordance with their terns, except as
such enforceability may be linmted by applicable bankruptcy, insolvency,
reorgani zation, noratorium liquidation or simlar laws relating to, or
affecting generally, the enforcenent of creditors' rights and remedies or
by other equitable principles of general application.

i Domicile. |If Buyer is an individual, Buyer is a resident
of, or if Buyer is an entity, Buyer's principal place of business is
located in, the Country of France.

j- I ndemni fication. Buyer acknow edges that Buyer understands
the nmeaning and | egal consequences of the representations and warranties in
this Section 2, and that the Conpany has relied upon such representations
and warranties, and Buyer hereby agrees to indemify and hold harnml ess the
Conpany and its of ficers, directors, shar ehol der s, agents and
representatives from and against any and all clainms, demands, |osses,
danmages, expenses or liabilities (including attorneys' fees) due to or
arising out of, directly or indirectly, a breach of any such
representations or warranties; provided, however, that such indemification
obligation on the part of Buyer shall not exceed the anpunt of the Purchase
Price. Notwi t hstanding the foregoing, however, no representation,
warranty, acknow edgment or agreenent nmade herein by Buyer shall in any
manner be deened to constitute a waiver of any rights granted to such Buyer
under federal or state securities |aws.

k. Short Position and Market Purchases. Buyer is not
purchasing the Securities for the purpose of covering any short position in
the Securities.

3. REPRESENTATI ONS AND WARRANTI ES OF THE COMPANY
The Conpany represents and warrants to Buyer that:

a. Organi zation and Qualification. The Conpany is a
corporation duly organized and existing in good standing under the |aws of
the State of Delaware, and has the requisite corporate power to own its
properties and to carry on its business as now being conducted. The
Conpany is duly qualified as a foreign corporation to do business and is in
good standing in every jurisdiction in which the nature of the business
conducted by it nakes such qualification necessary and where the failure so
to qualify would have a material adverse effect on the operations,
properties or financial condition of the Conmpany taken as a whole (a
"Material Adverse Effect").

b. Aut hori zation; Enforcenent. (i) The Conpany has the
requisite corporate power and authority to enter into and perform this
Agreenment and the Registration Rights Agreenent and to issue the Securities
in accordance wth the terms hereof and thereof, (ii) the execution and
delivery of this Agreement and the Registration R ghts Agreement by the
Conpany and the consummation by it of the transactions contenplated hereby
have been duly authorized by the Conpany's Board of Directors and no
further consent or authorization of the Conpany, its Board of Directors, or
its stockholders is required, (iii) this Agreement and the Registration
Ri ghts Agreenent have been duly executed and delivered by the Conpany, and
(iv) this Agreement and the Registration Rights Agreenent constitute the
valid and binding obligations of the Conpany enforceable against the
Conpany in accordance with its terns, except as such enforceability nay be
limted by applicable bankruptcy, insolvency, reorganization, noratorium



liquidation or simlar laws relating to, or affecting generally, the
enforcement of «creditors' rights and renmedies or by other equitable
principles of general application.

c. Capi talization. As of the date of this Agreenment, the
aut hori zed capital stock of the Conpany consists of (i) 85,000,000 shares
of Common Stock of which 12,761, 685 shares are issued and outstandi ng, and
(ii) 1,000,000 shares of preferred stock, $.01 par value, of which 200,000
shares have been designated "Series A Preferred Stock," 57,384 of which are
issued and outstanding. All of such outstanding shares have been validly
issued and are fully paid and nonassessable. Except as set forth in the
SEC Docunents (as defined herein) or in Schedule 3.c. attached hereto, as
of the date of this Agreenent (i) there are no outstanding options,
warrants, scrip, rights to subscribe to, calls or commtnents of any
character whatsoever relating to, or securities or rights convertible into,
any shares of capital stock of the Conpany, or arrangenents by which the
Conpany is or may becone bound to issue additional shares of capital stock
of the Conpany, and (ii) there are no agreenents or arrangenments under
which the Conpany is obligated to register the sale of any of its
securities under the 1933 Act other than agreements with respect to
securities which have been previously registered or are subject to current
registration statenents. The Common Stock is not subject to preenptive or
other similar rights of any stockhol ders of the Conpany.

d. I ssuance of Securities. The Securities are duly authorized
and, upon issuance in accordance with the terns hereof, shall be validly
issued, fully paid and non-assessable, and free fromall taxes, liens and

charges with respect to the issue thereof.

e. No Conflicts. The execution, delivery and perfornmance of
this Agreenent by the Conpany and the consunmmation by the Conpany of the
transactions contenplated hereby will not (i) result in any violation of
the Conpany's Certificate of Incorporation, as anended, as in effect on the
date hereof ("Certificate of Incorporation") or the Conpany's Bylaws, as in
effect on the date hereof (the "Bylaws") or (ii) conflict wth, or
constitute a default (or an event which with notice or lapse of tinme or
both would becone a default) under, or give to others any rights of
termnation, anmendnent, acceleration or cancellation of, any agreenent,
indenture or instrument to which the Conpany is a party, or result in a
violation of any law, rule, regulation, order, judgnent or decree
(including federal and state securities |laws and regul ations) applicable to
the Conpany or by which any property or asset of the Conpany is bound or
affected (except for such conflicts, defaults, terminations, anendnents,
accel erations, cancellations and violations as would not, individually or
in the aggregate, have a Material Adverse Effect). The business of the
Conpany is not being conducted in violation of any law, ordinance,
regul ati on of any governnmental entity, except for possible violations which
either singly or in the aggregate do not have a Material Adverse Effect.
Except as required under the 1933 Act and any applicable state securities
laws, the Conpany is not required to obtain any consent, authorization or
order of, or nmake any filing or registration wth, any court or
governnental agency in order for it to execute, deliver or perform any of
its obligations under this Agreenent in accordance with the terns hereof.

f. Common Stock. The Conpany has registered its Conmon Stock
pursuant to Section 12(b) or (g) of the 1934 Act (as defined below) and is
in full conpliance with all reporting requirenents of the 1934 Act, and the
Conpany is in conpliance with all requirements for the continued listing or
quotation of its Common Stock, and such Common Stock is currently listed or
quoted on, the Principal Market. As of the date hereof, the Principal
Market is the American Stock Exchange, and except as set forth in the SEC
Docunents, the Conpany has not received any notice regarding, and to its
know edge there is no threat of, the termination or discontinuance of the
eligibility of the Common Stock for such posting or |isting.

. SEC Docunents, Financial Statenents. During the Conpany's
last two (2) fiscal years, the Conpany has filed all reports, schedules,
forms, statenents and other docunments required to be filed by it with the
SEC pursuant to the reporting requirenments of the Securities Exchange Act
of 1934, as anended (the "1934 Act") (all of the foregoing filed prior to
the date hereof and all exhibits included therein and financial statements
and schedul es thereto and docunents (other than exhibits) incorporated by
reference therein, being hereinafter referred to herein as the "SEC

Docunents"). The Conpany has delivered to Buyer true and conplete copies
of the SEC Docunents, except for such exhibits, schedules and incorporated
docunent s. As of their respective dates, subject to, wth respect to

certain SEC Docunents, the filing of an anendnent to such SEC Docunents,
the SEC Docunents conplied in all naterial respects with the requirenments
of the 1934 Act and the rules and regulations of the SEC pronulgated
thereunder applicable to the SEC Docunents, and none of the SEC Docunents,
at the time they were filed with the SEC, contained any untrue statenent of
a material fact or omtted to state a material fact required to be stated
therein or necessary in order to nmake the statenents therein, in light of
the circunstances under which they were made, not nisleading. As of their



respective dates, the financial statements of the Conpany included in the
SEC Docunents conplied as to formin all material respects with applicable
accounting requirenents and the published rules and regul ations of the SEC
with respect thereto. Such financial statements have been prepared in
accordance w th generally accepted accounting principles, consistently
applied, during the periods involved (except (i) as may be otherw se
indicated in such financial statenents or the notes thereto, or (ii) in the
case of wunaudited interimstatenents, to the extent they may exclude
footnotes or nmay be condensed or summary statenments) and fairly present in
all material respects the financial position of the Conpany as of the dates
thereof and the results of its operations and cash flows for the periods
then ended (subject, in the case of unaudited statenents, to normal year-
end audit adjustnents). No other information provided by or on behalf of
the Conpany to Buyer and referred to in Section 2(d) of this Agreenent
contains any untrue statenment of a material fact or omits to state any

material fact necessary in order to nmake the statements therein, in the
light of the circunstance under which they are or were nmade, not
m sl eadi ng. The SEC Docunents contain all material information in
connection wth the business of the Conpany and its subsidiaries required
to be included therein. Al liabilities, contingent and other, of the

Conpany are set forth in the financial statenents as of Decenber 31, 2002
contained in the Form 10-Q of the Conpany for such quarterly period ended,
excepting only liabilities incurred in the ordinary course of business
subsequent to Decenber 31, 2002, and liabilities of the type not required
under generally accepted accounting principles to be reflected in such
financial statenents. Since Decenber 31, 2002, there has been no
occurrence of any event that would have a Material Adverse Effect upon the
financial condition of the Conpany fromthe financial condition stated in
such financial statenents other than as disclosed in the SEC Docunents.

h. Absence of Litigation. Except as disclosed in the SEC
Docunments, there is no action, suit, proceeding, inquiry or investigation
before or by any court, public board or body pending or, to the know edge
of the Conpany, threatened agai nst the Conpany, wherein an unfavorable
decision, ruling or finding would have a Material Adverse Effect or which
woul d adversely affect the validity or enforceability of, or the authority
or ability of the Conpany to performits obligations under, this Agreenent
or any of the docunents contenpl ated herein.

i Exenpt Transaction. Subject to the accuracy of Buyer's
representations and warranties in Section 2 of this Agreenent, the offer,
sale, and issuance of the shares of Commopn Stock to Buyer in conformty
with the terns of this Agreenment constitute transacti ons exenpt from the
regi stration requirements of Section 5 of the Securities Act and from the
registration or qualification requirenments of the laws of any applicable
state or United States jurisdiction.

j- S-3 Eligibility. The Conpany is eligible, and will take all
comercially reasonable action required to continue to be eligible, to
register securities for resale with the SEC under Form S-3 pronul gated
under the Securities Act.

k. I ndemni fication. The Conpany acknow edges that the Conpany
understands the meaning and | egal consequences of the representations and
warranties in this Section 3, and that Buyer has relied upon such
representations and warranties, and the Conpany hereby agrees to indemify
and hold harm ess Buyer and its officers, directors, sharehol ders, agents
and representatives fromand agai nst any and all clains, denmands, | osses,
danages, expenses or liabilities (including attorneys' fees) due to or
arising out of a material breach of any such representations or warranties;
provi ded, however, that such indemification obligation on the part of the
Conpany shall not exceed the anmount of the Purchase Price. Notw thstanding
the foregoing, however, no representation, warranty, acknow edgnent or
agreenent nade herein by the Conpany shall in any nanner be deened to
constitute a waiver of any rights granted to the Conpany under federal or
state securities |aws.

4. COVENANTS; CONDI TI ONS TO CLOSE

a. Form D. The Conpany agrees to file a FormD with respect to
the Securities as required under Regulation D and to provide a copy thereof
to Buyer pronptly after such filing.

b. Reporting Status. Until the earlier of (i) the date as of
which Buyer may sell all the Securities without restriction pursuant to
Rul e 144(k) pronul gated under the 1933 Act, or (ii) the date on which Buyer
has sold all of the Securities, the Conpany shall file all reports required
to be filed with the SEC pursuant to the 1934 Act, and the Conpany shall
not termnate its status as an issuer required to file reports under the
1934 Act even if the 1934 Act or the rules and regul ations thereunder woul d
permt such term nation. Buyer shall give notice to the Conpany when it
has sold all of the Securities.

c. Board Seat. Buyer shall designate a representative (the



"Desi gnee") which shall be appointed to the Conpany's Board of Directors
until the next annual neeting of the shareholders. During such time as the
Di stribution Agreement (as defined below) is in full force and effect, the
Conpany shall nom nate the Designee for consideration of the shareholders
as a proposed nenber of the Conpany's Board of Directors (which shall be
initial Designee as provided bel ow unl ess Buyer notifies the Conmpany in
witing of a change of Designee prior to the Conpany's filing of its
prelimnary proxy statement or, in the case a prelinminary proxy statenent
is not required for the applicable neeting, the Conpany's definitive proxy
statenent) for each annual (or other) neeting of sharehol ders at which the
Desi gnee's seat shall becone open for election. The initial Designee shall
be Patrice Videlier.

d. Closing Conditions. The obligation of Buyer to close the
transaction contenplated by this Agreenent is subject to the satisfaction
on or prior to the date of Cosing of the follow ng conditions:

(i) The execution and delivery to Buyer by the Conmpany of
the Registration R ghts Agreenent;

(ii) The execution and delivery to Buyer by the Conpany,
Textron Financial Corporation, SouthTrust Bank and the G her Buyers of the
Escrow Agreenent;

(iii) The execution and delivery to Buyer by the Conpany
of a Master Distribution and License Agreenent (the "Distribution
Agreenment”) in formand substance satisfactory to Buyer; and

(iv) Satisfaction of the covenant set forth in Section 4.c.
hereof regarding the appointnent of the initial Designee to the Conpany's
Board of Directors.

5. TRANSFER AGENT | NSTRUCTI ONS

Buyer acknow edges that the Securities shall be "restricted"
securities, that the Stock Certificates shall bear the restrictive |egend
specified in Section 2(g) of this Agreenent, and that stop-transfer
instructions have been given by the Conpany to its transfer agent wth
respect to the Securities. |f Buyer provides the Conpany with an opinion
of counsel, reasonably satisfactory in form scope and substance to the
Conpany, that registration of a resale by Buyer of any of the Securities is
not required under the 1933 Act or any applicable state securities or blue
sky laws, the Conpany shall pernit the transfer and pronptly instruct its
transfer agent to issue one or nore certificates in such name and in such
denoni nati ons as specified by Buyer.

6. TERM NATI ON
a. Termination. This Agreenment may be terminated as follows:

(i) at any tine prior to Cosing, by mutual witten consent
of all of the parties to this Agreenent, whereupon Buyer and the Conpany
shall deliver to Escrow Agent joint witten instructions to rel ease the
Escrow Amount to Buyer;

(ii) at any tine after July 15, 2003, by Buyer, if the
Cl osing has not been effected on or prior to such date and if Buyer is not
then in breach of any termof this Agreenent, pursuant to witten notice by
Buyer to the Conpany and the Escrow Agent; or

(iii) at any time after July 15, 2003, by the Conpany,
if the dosing has not been effected on or prior to such date, if the
Conpany is not then in breach of any termof this Agreement, pursuant to
witten notice by the Conpany to Buyer and the Escrow Agent.

b. Effect of Termination. Al obligations of the parties
hereunder shall cease wupon any termnation pursuant to Section 6.a.,
provi ded, however, that the provisions of Sections 6.c. and 7 hereof shall
survive any termination of this Agreement.

c. Treatment of Escrow Amount Upon Ternination. If this
Agreenment is ternminated pursuant to its terns, the Escrow Anount shall be
treated as set forth in the Escrow Agreenent.

7. GOVERNI NG LAW M SCELLANEQUS

a. Governing Law. This Agreenent shall be governed by and
interpreted in accordance with the laws of the State of Florida wthout
regard to the principles of conflict of |aws.

b. Counterparts. This Agreenent may be executed in two or nore
identical counterparts, all of which shall be considered one and the sane
agreenent and shall beconme effective when counterparts have been signed by
each party and delivered to the other party. |In the event any signature



page is delivered by facsinmle transnission, the party using such neans of
delivery shall cause three (3) additional original executed signature pages
to be physically delivered to the other party within five (5) days of the
execution and delivery hereof.

C. Headi ngs. The headings of this Agreenent are for
convenience of reference and shall not form part of, or affect the
interpretation of, this Agreenent.

d. Severability. |[|f any provision of this Agreenent shall be
invalid or unenforceable in any jurisdiction, such invalidity or
unenforceability shall not affect the validity or enforceability of the
remai nder of this Agreenent or the validity or enforceability of this
Agreenent in any other jurisdiction.

e. Entire Agreenent; Anmendnents. This Agreement and the
instrunents referenced herein contain the entire wunderstanding of the
parties with respect to the matters covered herein and therein and, except
as specifically set forth herein or therein, neither the Conpany nor the
Buyer nmakes any representation, warranty, covenant or undertaking wth
respect to such matters. No provision of this Agreement may be waived or
amended other than by an instrunment in witing signed by the party to be
charged with enforcenent.

f. Not i ces. Any notices required or pernmitted to be given
under the ternms of this Agreenent shall be sent by nmil or delivered
personally or by courier and shall be effective five days after being
placed in the mail, if mailed, certified or registered, return receipt

requested, or upon receipt, if delivered personally or by courier, in each
case addressed to a party. The addresses for such communi cations shall be:

If to the Conpany: Galaxy Nutritional Foods, Inc.
2441 Vi scount Row
Ol ando, FL 32809
Tel ephone: (407) 855-5500
Tel ecopy: (407) 855-1099
Attention: M. Christopher J. New

Wth a copy to: Baker & Hostetler LLP
200 South Orange Avenue
Ol ando, FL 32801
Tel ephone: (407) 649-4000
Tel ecopy: (407) 841-0168
Attention: Jeffrey E. Decker, Esqg.

If to the Buyer: Fromageries Bel S. A
16, Bd Mal esherbes 75008
Paris, France
Tel ephone: 00 33 1 40 07 76 00
Tel ecopy: 00 33 1 40 07 75 17
Attention: Eric de Poncins

And Fromageries Bel S A
16, Bd Mal esherbes 75008
Paris, France
Tel ephone: 00 33 1 40 07 72 72

Tel ecopy: 00 33 1 40 07 74 00
Attention: M chel Troussier
Wth a copy to: Greenberg Traurig, P. A

1221 Brickell Avenue

Mam, Florida 33131

Tel ephone:  (305) 579-0756

Tel ecopy: (305) 579-0717

Attention: Robert L. Grossman, Esq.

Each party shall provide notice to the other party of any change in
addr ess.

g. Successors and Assigns. This Agreenment shall be binding
upon and inure to the benefit of the parties and their successors and
assigns. Neither the Conpany nor Buyer shall assign this Agreement or any
rights or obligations hereunder without the prior witten consent of the
other (which consent may be withheld for any reason in the sole discretion
of the party from whom consent is sought).

h. Third Party Beneficiaries. This Agreement is intended for
the benefit of the parties hereto and their respective permtted successors
and assigns, and is not for the benefit of, nor may any provision hereof be
enforced by, any other person.

i Survival. The representations and warranties of the Conpany
contained in Section 3 shall survive the dosing for a period of one (1)



year thereafter. The representations and warranties of Buyer contained in
Section 2 shall survive the Cosing indefinitely.

k. Publicity. The Conpany and Buyer shall have the right to
approve before issuance any press rel eases or any other public statenments
with respect to the transactions contenplated hereby; provided, however,
that the Conpany shall be entitled, without the prior approval of Buyer, to
make any press release with respect to such transactions as the Conpany
reasonably determnes is required by applicable |aw and regul ati ons.

I Further Assurances. Each party shall do and perform or
cause to be done and perforned, all such further acts and things, and shall
execute and deliver all such other agreenments, certificates, instrunents
and docunents, as the other party nmay reasonably request in order to carry
out the intent and acconplish the purposes of this Agreement and the
consummation of the transactions contenplated hereby.

m Expenses. Subj ect to a maxi num of $20,000, the Conpany
shal | pay the reasonabl e fees, costs, expenses and di sbursenents of Buyer's
legal counsel and other professionals arising in connection with the
negoti ation, execution and consunmation of this Agreenent and t he
Regi stration Ri ghts Agreenent.

[ SI GNATURES APPEAR ON FOLLOW NG PAGE]
I N WTNESS WHEREOF, Buyer and the Conpany have caused this Securities
Purchase Agreenent to be duly executed as of the date first witten above.

" Company"

GALAXY NUTRI TI ONAL FOCDS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New, Chief Executive Oficer

"Buyer"

FROVAGERI ES BEL S. A

By: /s/ Eric de Poncins

Eric de Poncins, Vice President of Strategy
and Devel opnent

By: /s/ Mchel Troussier

M chel Troussier, Vice President of Finance

<PAGE>
ANNEX A
Textron Loan Terns
M ni mum Loan Amount : $7, 000, 000
Term No | ess than 36 nonths

Interest Rate (non-default): Not to exceed the prine rate plus 4%

Sout hTrust Loan Terns
M ni mum Loan Anount : $2, 000, 000 i ncrease
Term No | ess than 60 nonths

Interest Rate (non-default): Not to exceed the prine rate plus 2%
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REG STRATI ON RI GHTS AGREEMENT

REG STRATI ON RI GHTS AGREEMENT (this "Agreenment"), dated as of May
21, 2003, by and between Galaxy Nutritional Foods, 1Inc., a Delaware
corporation, wth headquarters |located at 2441 Viscount Road, Ol ando,
Florida 32809 (the "Conpany"), and Fromageries Bel, wth headquarters
located at 16, Bd Mal esherbes 75008, Paris, France (the "Buyer").

PRELI M NARY STATEMENTS

A In connection wth the Securities Purchase Agreenent by and
between the parties of even date herewith (the "Securities Purchase
Agreenment”), the Conpany has agreed, upon the terns and subject to the
conditions of the Securities Purchase Agreenent, to issue and sell to the
Buyer shares of the Conpany's common stock, par value $0.01 per share (the
"Common Stock") for an aggregate purchase price of $2 mllion; and

B. To induce the Buyer to execute and deliver, and as a condition to
the effectiveness of, the Securities Purchase Agreenent, the Conpany has
agreed to provide certain registration rights under the Securities Act of
1933, as anended, and the rules and regul ations thereunder, or any simlar
successor statute (collectively, the "1933 Act"), and applicable state
securities |aws.

NOW THEREFORE, in consideration of the premses and the nutual
covenants contained herein and other good and val uabl e consideration, the
recei pt and sufficiency of which are hereby acknow edged, the Conmpany and
the Buyer hereby agree as foll ows:

1. DEFI NI TI ONS.

a. As wused in this Agreenent, the following terns shall have the
fol l owi ng neani ngs:

(i) "I nvestor" means the Buyer and any transferee or
assignee thereof who agrees to becone bound by the provisions of this
Agreenment in accordance with Section 9 hereof.

(ii) "register," "registered,” and "registration" refer to a
registration effected by preparing and filing a Registration Statenent or
Statements in conpliance with the 1933 Act and pursuant to Rule 415 under
the 1933 Act or any successor rule providing for offering securities on a
continuous basis ("Rule 415"), and the declaration or ordering of
ef fectiveness of such Registration Statenent by the United States
Securities and Exchange Commission (the "SEC').

(iii) "Regi strabl e Securities" nmeans the Securities (as
defined in the Securities Purchase Agreemnent).

(iv) "Registration Period" neans the period comrencing on
the date on which the Registration Statement filed pursuant to this
Agreenment is declared effective by the SEC and expiring on the date that
.a. the Investor muy sell all of the Registrable Securities w thout
restriction pursuant to Rule 144(k) pronul gated under the 1933 Act, or (B)
the Investor has sold all of the Registrable Securities.

(v) "Registration Statenment" neans a registration statenent
of the Conpany under the 1933 Act.

b. Capitalized ternms used herein and not otherwi se defined
herein shall have the respective neanings set forth in the Securities
Purchase Agreement.

2. REG STRATI ON RI GHTS.

a. Mandat ory Regi stration. The Conpany shall prepare and file
with the SEC a Registration Statenent on FormS-3 (or, if such form is
unavai | abl e for such a registration, on such other formas is available for
such a registration) covering the resale of the Registrable Securities.
The Registration Statenment (and each amendnent or suppl enent thereto) shall
be provided to the Buyer and its counsel no later than five business days
prior to its filing or other subm ssion, and shall be subject to approval
by Buyer and its counsel wthin such five business day period, such



approval not to be wunreasonably withheld. The Conpany wll use its
reasonabl e efforts to cause such Registration Statenent to becone effective
as pronptly as practicable but not |later than 180 days after Cosing, as
def i ned in the Securities Purchase Agreenent (the "Effective Dat e
Deadl i ne"). The Conpany shall notify the Investor in witing by facsinile
transm ssion or enail notice that such Registration Statenent has been
decl ared effective by the SEC pronptly follow ng the Conpany beconi ng aware
of such decl aration by the SEC

b. Regi stration Default. If the Registration Statenent
covering the Registrable Securities required to be filed by the Conpany
pursuant to Section 2.a. is not declared effective by the SEC by the
Ef fective Date Deadline, then the Conpany shall neke the paynents to the
Investor as provided in the next sentence as |iquidated damages and not as
a penalty. The anpbunt to be paid by the Conpany to the Investor shall be
determ ned as of each Conputation Date (as defined below), and such amount
shall be equal to 2.5% (the "Liqui dated Danage Rate") of the product of (i)
the per share purchase price of the Securities under the Securities
Purchase Agreenent and (ii) the nunber of shares of Registrable Securities
then held by the Investor, for the period fromthe Effective Date Deadline
to the first Conputation Date, and for each 30-day period of any subsequent
Conput ation Dates thereafter, in each case calculated on a pro rata basis
to the date on which the Registration Statement is declared effective by
the SEC (the "Periodic Amount"). The full Periodic Ambunt shall be paid by
the Conpany to the Investor by wire transfer of immediately available funds
within three business days after each Conputation Date or three business
days after the date on which the Registration Statenent is declared
effective by the SEC, whichever occurs earlier.

As used in this Section 2.b., "Conputation Date" neans the date which
is 30 days after the Effective Date Deadline and, if the Registration
Statement to be filed by the Conpany pursuant to Section 2(a) has not
theretof ore been declared effective by the SEC, each date which is 30 days
after the previous Conputation Date until such Registration Statenent is so
decl ared effective.

c. Pi ggy- Back Registrations. If at any tinme before a
Regi stration Statenment that is required to be filed under this Agreenent is
declared effective, the Conpany shall file with the SEC a Registration
Statement relating to an offering for its own account or the account of
others under the 1933 Act of any of its equity securities (other than on
Form S-4 or Form S-8 or their then equivalents relating to equity
securities to be issued solely in connection with any acquisition of any
entity or business or equity securities issuable in connection with stock
option or other enployee benefit plans), the Conpany shall each such tine
send to the |Investor who is entitled to registration rights under this
Section 2 witten notice at least twenty (20) days prior to t he
anticipating filing date of such Registration Statenent of the intended
filing of such Registration Statenent and, if within twenty (20) days after
receipt of such notice, the Investor shall so request in witing, the
Conpany shall include in such Registration Statenment all or any part of the
Regi strabl e Securities the Investor requests to be registered, except that
if, in connection with any underwitten public offering for the account of
the Conpany the managi ng underwiter(s) thereof shall inpose a Ilimtation
on the nunber of shares of Common Stock which may be included in the
Regi stration Statenment because, in such underwiter(s)' judgnent, marketing
or other factors dictate such limtation is necessary to facilitate public
distribution, then the Conpany shall be obligated to include in such
Regi stration Statement only a limted portion of the Registrable Securities
with respect to which the Investor has requested inclusion hereunder, such
portion to be determ ned as hereinafter provided; provided that no portion
of the equity securities which the Conpany is offering for its own account
shal | be excluded; provided, further that the Conpany shall be entitled to
exclude Registrable Securities to the extent necessary to avoid breaching
obligations existing prior to the date hereof to other stockholders of the
Conpany. Subject to the foregoing, the Conpany shall not exclude any
Regi strabl e Securities unless the Conpany has first excl uded al |
out standi ng securities, the holders of which are not entitled to inclusion
of such securities in such Registration Statenment or are not entitled to
pro rata inclusion with the Registrable Securities, and, after giving
effect to the immedi ately preceding clause, any exclusion of Registrable
Securities shall be nade pro rata with holders of other securities having
the right to include such securities in the Registration Statenent other
than holders of securities entitled to inclusion of their securities in

such Registration Statement by reason of denand registration rights. The
obligations of the Conpany under this Section 2 nay be waived by the
Investor. |If an offering in connection with which the Investor is entitled

to registration under this Section 2. is an underwitten offering, then if
the Investor's Registrable Securities are included in such Registration
Statenent the Investor shall, unless otherw se agreed by the Conpany, offer
and sell such Registrable Securities in an underwitten offering using the
same underwiter or underwiters and, subject to the provisions of this
Agreement, on the same terns and conditions as other shares of Common Stock
included in such underwitten offering. If as a result of the proration



provisions of this Section 2.c., the Investor is not entitled to include
all such Registrable Securities in such registration, such Investor nmay
elect to withdraw its request to include any Registrable Securities in such
regi stration.

3. OBLI GATI ONS OF THE COMPANY.

I'n connection with the registration of the Registrable Securities, the
Conpany shall have the follow ng obligations:

a. A Registration Statenent filed pursuant to this Agreenment (including
any anendnents or supplements thereto and prospectuses contained therein)
shall not contain any untrue statenent of a naterial fact or omt to state

a nmaterial fact required to be stated therein, or necessary to nake the
statenents therein, in light of the circunstances in which they were nade,
not mi sl eadi ng.

b. The Conpany shall prepare and file with the SEC such amendnents
(including post-effective amendnents) and suppl ements to the Registration
Statement and the prospectus used in connection with the Registration
St at enent as nmay be necessary to keep the Registration St at enent
continuously effective at all times during the Registration Period, and,
during the Registration Period, conply with the provisions of the 1933 Act
with respect to the disposition of all Registrable Securities of the
Conpany covered by the Registration Statenent until such time as all of
such Registrable Securities have been disposed of in accordance with the
intended nmethods of disposition by the seller or sellers thereof as set
forth in the Registration Statenent.

c. The Conpany shall furnish to the Investor if its Registrable
Securities are included in the Registration Statenment and its |egal counsel
(i) pronptly after the sane is prepared and publicly distributed, filed
with the SEC, or received by the Conpany, one copy of the Registration
Statement and any anendnent thereto, each prelimnary prospectus and
prospectus and each anendnment or suppl ement thereto, and (ii) such nunber
of copies of a prospectus, including a prelimnary prospectus, and all
amendnents and suppl enents thereto and such ot her docunents as the Investor
may reasonably request in order to facilitate the disposition of the
Regi strabl e Securities owned by the Investor.

d. As promptly as practicable after becoming aware of
such event, the Conpany shall notify the Investor of the happening of any
event, of which the Conpany has know edge, as a result of which the
prospectus included in the Registration Statement, as then in effect,
includes an wuntrue statement of a material fact or omission to state a
material fact required to be stated therein or necessary to make the
statenents therein, in light of the circunmstances under which they were
made, not nisleading, and use its best efforts pronptly to prepare a
suppl enent or anendnent to the Registration Statement to correct such
untrue statenment or om ssion, and deliver such nunber of copies of such
suppl enent or anendnent to the Investor as the Investor nay reasonably
request.

e. The Conpany shall use its best efforts to prevent the
issuance of any stop order or other suspension of effectiveness of a
Regi stration Statenent, and, if such an order is issued, to obtain the
wi thdrawal of such order at the earliest possible nonent and to notify the
Investor if the Investor holds Registrable Securities being sold (or, in
the event of an underwitten offering, the managing underwriters) of the
i ssuance of such order and the resolution thereof.

f. The Company shall hold in confidence and not neke any disclosure
of information concerning the Investor provided to the Conpany unless (i)
the Conpany determines disclosure of such information is necessary to
conply wth federal or state securities laws, (ii) the disclosure of such
information is necessary to avoid or correct a msstatenent or omission in
any Registration Statement, (iii) the release of such information is
ordered pursuant to a subpoena or other final, non-appeal able order from a
court or governnental body of conmpetent jurisdiction, or (iv) such
information has been nade generally available to the public other than by
disclosure in violation of this or any other agreement. The Conpany agrees
that it shall, upon learning that disclosure of such information concerning
the Investor is sought in or by a court or governnental body of conpetent
jurisdiction or through other nmeans, give pronpt notice to the Investor and
allow the Investor, at the Investor's expense, to undertake appropriate
action to prevent disclosure of, or to obtain a protective order for, such
information

g. The Conpany shall use its best efforts to cause all the
Regi strabl e Securities covered by the Registration Statement to be listed
on the American Stock Exchange and on each additional national securities
exchange or inter-dealer quotation system of a registered national
securities association on which securities of the same class or series
issued by the Conpany are then listed, if any, if the listing of such



Regi strable Securities is then permtted under the rules of such exchange.

h. The Conpany shall cooperate with the Investor if it holds
Regi strable Securities and the managing underwiter or underwiters, if
any, to facilitate the tinely preparation and delivery of certificates
representing the Registrable Securities to be offered pursuant to the
Regi stration Statenment and enable such certificates to be in such
denoni nations or anopunts, as the case may be, as the managing underwiter
or underwiters, if any, or the Investor may reasonably request and
registered in such nanes as the managi ng underwriter or underwiters, if
any, or the Investor may request.

i. The Conpany shall (i) register or qualify the Registrable
Securities covered by the Registration Statenent under such securities or
"blue sky" Jlaws of all jurisdictions requiring blue sky registration or
qualification, (ii) prepare and file in such jurisdictions such anendnents
(including post-effective anmendnents) and suppl enents to such registrations
and qualifications as may be necessary to maintain the effectiveness
thereof at all times during the Registration Period, (iii) take all such
other lawful actions as may be necessary to nmintain such registrations and
qualifications in effect at all times during the Registration Period, and
(iv) take all such other lawful actions reasonably necessary or advisable
to qualify the Registrable Securities for sale in such jurisdictions.

I'n connection with any underwitten offering, the Conpany shall
obtain opinions of counsel to the Company (which counsel and opinions (in
form scope and substance) shall be reasonably satisfactory to the |ead
underwiter) addressed to the underwiters, covering such matters as are
customarily covered in opinions requested in secondary underwitten
of ferings (it being agreed that the matters to be covered by such opinions
shall include, without limtation, as of the date of the opinion and as of
the date the Registration Statenent is first declared effective or nost
recent post- effective amendment thereto, as the case nay be, the absence
fromthe Registration Statenent and the Prospectus, including any documents
incorporated by reference therein, of an untrue statenent of a naterial
fact or the onmission of a material fact required to be stated therein or
necessary to nake the statenents therein (in the case of the Prospectus, in
light of the circunstances under which they were nmade) not mi sleading,
subject to customary limitations, exceptions and qualifications).

4. OBLI GATI ONS OF THE | NVESTOR.

In connection with the registration of the Registrable Securities, the
I nvestor shall have the follow ng obligations:

a. It shall be a condition precedent to the obligations of the Conpany to
conplete the registration of Registrable Securities pursuant to this
Agreement that the Investor furnish to the Conpany such information
regarding itself, the Registrable Securities held by it and the intended
met hod of disposition of the Registrable Securities held by it as shall be
reasonabl y required to effect the registration of such Registrable
Securities and shall execute such docunents in connection wth such
registration as the Conpany may reasonably request. At least ten (10) days
prior to the first anticipated filing date of the Registration Statenent,
the Conpany shall notify the Investor of the information the Conpany
requires from the Investor if the Investor elects to have any of the
Investor's Registrable Securities included in the Registration Statenent.
If at least four days prior to the anticipated filing date the Conpany has
not received the requested information fromthe Investor or its counsel,
then the Conpany shall send the Investor and its Counsel a rem nder of such

information request. |If at least two days prior to the anticipated filing
date the Conpany still has not received the requested information from the
Investor or its Counsel, then the Conpany may file the Registration

Stat ement without including Registrable Securities of the Investor.

b. The Investor by the Investor's acceptance of the Registrable
Securities agrees to cooperate with the Conpany as reasonably requested by
the Conpany in connection with the preparation and filing of the
Regi stration Statenent hereunder, unless the Investor has notified the
Conpany in witing of the Investor's election to exclude all of the
Investor's Registrable Securities fromthe Registration Statenent.

c. The Investor agrees that, upon receipt of any notice fromthe Conpany
of the happening of any event of the kind described in Section 3.d. or
3.e., the Investor will immediately discontinue disposition of Registrable
Securities pursuant to the Registration Statement covering such Registrable
Securities wuntil the Investor's recei pt of the copies of the supplenented
or anended prospectus contenplated by Section 3.d. or 3.e. and, if so
directed by the Conpany, the Investor shall deliver to the Conpany (at the
expense of the Conpany) or destroy (and deliver to the Conpany a
certificate of destruction) all copies in the Investor's possession, of the
prospectus covering such Registrable Securities current at the tine of
recei pt of such notice.



d. The Investor may not participate in any underwitten
registration hereunder wunless the Investor (i) agrees to sell t he
Investor's Registrable Securities on the basis provided in any underwiting
arrangenents, (ii) conpletes and executes all questionnaires, powers of
at t or ney, indemities, underwiting agreenents and ot her docunent s
reasonably required under the terms of such underwiting arrangenents, and
(iii) agrees to pay its pro rata share of all underwiting discounts and
conmi ssi ons.

e. The Investor shall give notice to the Conpany when it has
sold all of the Registrable Securities.

5. EXPENSES OF REGQ STRATI ON.

Al reasonable expenses, other than wunderwiting discounts and

commi ssions, incurred in connection wth registrations, filings or
qualifications pursuant to Sections 2 and 3, including, without limtation,
all registration, listing and qualifications fees, printers and accounting

fees, the fees and di sbursenents of counsel for the Conpany, shall be borne
by the Conpany. Notwi t hstanding the foregoing, except as expressly
provided for in the Securities Purchase Agreenent, the Investor shall be
responsible for all expenses, fees and di sbursements incurred by such
Investor or on such Investor's behalf, including all fees and disbursenments
of counsel to the Investor.

6. | NDEMNI FI CATI ON.

In the event any Registrable Securities are included in a Registration
St at ement under this Agreenent:

a. To the extent pernmitted by law, the Conmpany will indemify, hold
harm ess and defend (i) the Investor who hol ds such Registrable Securities,
and (ii) the directors, officers and each person who controls the Investor
within the neaning of the 1933 Act or the Securities Exchange Act of 1934,
as anended (the "1934 Act"), if any, (each, an "Indemified Person"),
against any |osses, clains, danages, liabilities or expenses (joint or
several) (collectively, "Clains") to which any of them nay becone subject
insofar as such Cains (or actions or proceedi ngs, whether conmmenced or
threatened, in respect thereof) arise out of or are based wupon: (i) any
untrue statement or alleged untrue statenent of a material fact in a
Regi stration Statenent or the om ssion or alleged onmission to state a
material fact therein required to be stated or necessary to make the
statenents therein not msleading, (ii) any untrue statement or alleged
untrue statenent of a material fact contained in any prelimnary prospectus
if used prior to the effective date of such Registration Statement, or
contained in the final prospectus (as anended or supplenented, iif the
Conpany files any anendnment thereof or supplenent thereto with the SEC) or
the omssion or alleged omssionto state therein any naterial fact
necessary to neke the statements nade therein, in [light of t he
circunstances under which the statenents therein were nade, not mi sl eading,
or (iii) any violation or alleged violation by the Conpany of the 1933 Act,
the 1934 Act, any other law, including, without limtation, any state
securities law, or any rule or regulation thereunder relating to the offer
or sale of the Registrable Securities pursuant to a Registration Statenent
(the matters in the foregoing clauses (i) through (iii) bei ng,
collectively, "Violations"). Subject tothe restrictions set forth in
Section 6.d. with respect to the nunber of |egal counsel, the Conpany shall
rei nburse the Investor or controlling person, pronptly as such expenses are
incurred and are due and payable, for any legal fees or other reasonable
expenses incurred by themin connection with investigating or defending any
such Caim Notw thstanding anything to the contrary contained herein, the
indemification agreenent contained in this Section 6a.: (i) shall not
apply to a Claimarising out of or based upon a Violation which occurs in
reliance upon and in conformity with infornmation furnished in witing to
the Conpany by any Indemified Person expressly for use in connection with
the preparation of the Registration Statement or any such anmendnent thereof
or supplenment thereto, if such prospectus was tinmely nade avail able by the
Conpany pursuant to Section 3.c. hereof; (ii) wth respect to any
prelimnary prospectus, shall not inure to the benefit of any such person
from whom the person asserting any such C aimpurchased the Registrable
Securities that are the subject thereof (or to the benefit of any person
controlling such person) if the untrue statement or omission of nmaterial
fact contained in the prelinmnary prospectus was corrected in the
prospectus, as then anended or supplenmented, if such prospectus was tinely
made avail able by the Conpany pursuant to Section 3.c. hereof; (iii) shall
not be available to the extent such Caimis based on a failure of the
Investor to deliver or to cause to be delivered the prospectus nade
available by the Conpany; and (iv) shall not apply to anounts paid in
settlenent of any Caimif such settlenent is effected without the prior
witten consent of the Conpany, which consent shall not be unreasonably

wi t hhel d. Such indemity shall remain in full force and effect regardl ess
of any investigation nade by or on behalf of the Indemified Person and
shall survive the transfer of the Registrable Securities by the Investor

pursuant to Section 9.



b. In connection with any Registration Statement in which the Investor is
participating, the Investor agrees to indemify, hold harm ess and defend,
to the sane extent and in the same nanner set forth in Section 6.a., the
Conpany, each of its directors, each of its officers who signs the
Regi stration Statenent, each person, if any, who controls the Conpany
within the neaning of the 1933 Act or the 1934 Act, any underwiter and any
ot her stockhol der selling securities pursuant to the Registration Statenent
or any of its directors or officers or any person who controls such
st ockhol der or underwriter within the meaning of the 1933 Act or the 1934
Act (collectively and together with an indemified Person, an "Indemified
Party"), against any Caimto which any of them nay beconme subject, under
the 1933 Act, the 1934 Act or otherw se, insofar as such Claimarises out
of or is based upon any Violation, in each case to the extent (and only to
the extent) that such violation occurs in reliance upon and in confornity
with witten information furnished to the Conpany by the Investor expressly
for use in connection with such Registration Statement or to the extent
such Caimis based upon any violation or alleged violation by the Investor
of the 1933 Act, 1934 Act or any other law;, and the Investor will reinburse
any legal or other expenses reasonably incurred by themin connection with
investigating or defending any such Caim provided, however, that the

indemmity agreement contained in this Section 6.b. shall not apply to
amounts paid in settlement of any aimif such settlement is effected
wi thout the prior witten consent of the Investor, which consent shall not

be wunreasonably withheld; provided, further, however, that the Investor
shall be liable under this Section 6.b. for only that anbunt of a daim as
does not exceed the net proceeds to the Investor as a result of the sale of
Regi strable Securities pursuant to such Registration Statenent. Such
indemmity shall remain in full force and effect regardless of any
investigation nade by or on behalf of such Indemified Party and shall
survive the transfer of the Registrable Securities by the Investor pursuant
to Section 9. Notwi thstanding anything to the contrary contained herein,
the indemification agreenent contained in this Section 6.b. with respect
to any prelimnary prospectus shall not inure to the benefit of any
Indemmified Party if the untrue statenment or onmission of nmaterial fact
contained in the prelimnary prospectus was corrected on a tinmely basis in
the prospectus, as then anended or suppl ement ed.

c. The Conpany shall be entitled to receive indemities from
underwiters, selling brokers, dealer nanagers and simlar securities
industry professionals participating in any distribution, to the sanme
extent as provided above, with respect to information such persons so
furnished in witing by such persons expressly for inclusion in the
Regi stration Statenent.

d. Pronptly after receipt by an Indemified Person or Indemified Party
under this Section 6 of notice of the commencenent of any action (including
any governnental action), such Indemified Person or Indemified Party
shall, if a Caimin respect thereof is to nade agai nst any i ndemifying
party under this Section 6, deliver to the indemifying party a witten
notice of the comencenent thereof, and the indemifying party shall have
the right to participate in, and, to the extent the indemifying party so
desires, jointly with any other indemifying party simlarly noticed, to
assune control of the defense thereof with counsel nutually satisfactory to
the indemifying party and the |Indemified Person or the Indemified Party,
as the case may be; provided, however, that an Indemified Person or
Indemmified Party shall have the right to retain its own counsel wth the
fees and expenses to be paid by the indemifying party, if, in the
reasonabl e opinion of counsel retained by the indemifying party, the
representation by such counsel of the Indemified Person or [|ndemified
Party and the indemifying party would be inappropriate due to actual or

pot enti al differing interests between such Indemified Per son or
Indemified Party and any other party represented by such counsel in such
proceedi ng. The failure to deliver witten notice to the indemifying

party within a reasonable tinme of the commrencenent of any such action shall
not relieve such indemifying party of any liability to the |ndemified
Person or Indemified Party under this Section 6, except to the extent that
the indemifying party is prejudiced in its ability to defend such action.
The indemification required by this Section 6 shall be made by periodic
paynents of the anount thereof during the course of the investigation or
def ense, as such expense, |oss, damage or liability is incurred and is due
and payabl e.

7. CONTRI BUTI ON.

To the extent any indemification by an indemifying party is
prohibited or limted by law or is otherw se unavailable or insufficient to
hold harm ess an indemified party, the indemifying party agrees to nake
the maximum contribution with respect to any anpunts for which it would
otherwi se be liable under Section 6 to the fullest extent permtted by |aw,
provi ded, however, that (i) no contribution shall be made under
ci rcunst ances wher e the maker would not have been liable for
indemification under the fault standards set forth in Section 6, (ii) no
seller of Registrable Securities guilty of fraudulent misrepresentation



(within the neaning of Section 11(f) of the 1933 Act) shall be entitled to
contribution fromany seller of Registrable Securities who was not guilty
of such fraudul ent misrepresentation, and (iii) contribution by any seller
of Registrable Securities shall be limted in amunt to the net anopunt of
proceeds received by such seller from the sale of such Registrable
Securities.

8. REPORTS UNDER THE 1934 ACT.

Wth a viewto naking available to the Investor the benefits of Rule
144 promul gated under the 1933 Act or any other simlar rule or regulation
of the SEC that may at any tine permt the Investor to sell securities of
the Conpany to the public without registration ("Rule 144"), the Conpany
agrees to:

a. make and keep public information available, as those terns are
under st ood and defined in Rule 144;

b. file with the SECin a tinmely manner all reports and ot her documents
required of the Conpany under the 1933 Act and the 1934 Act so long as the
Conpany remains subject to such requirements (it being understood that
not hing herein shall lint the Conpany's obligations under Section 4.c. of
the Securities Purchase Agreement) and the filing of such reports and other
docunents is required for the applicable provisions of Rule 144; and

c. furnish to the Investor so long as the Investor owns Registrable
Securities, pronptly upon request, (i) a witten statenent by the Conpany
that it has conplied with the reporting requirenents of Rule 144, the 1933
Act and the 1934 Act, (ii) a copy of the nobst recent annual or quarterly
report of the Conmpany and such other reports and docurments so filed by the
Conpany, and (iii) such other informati on as nay be reasonably requested to
permit the Investor to sell such securities pursuant to Rule 144 without
registration. Notwi thstanding the foregoing, the Conpany shall furnish to
the Investor, wthout request, the Conpany's annual and quarterly reports
filed with the SEC during the one year period after the date hereof.

9. ASSI GNVENT OF REG STRATI ON RI GHTS.

The rights to have the Conpany register Registrable Securities
pursuant to this Agreement shall be autonmatically assignable by the
Investor to any transferee of all or any portion of Registrable Securities
if: (i) the Investor agrees in witing with the transferee or assignee to
assign such rights, and a copy of such agreenent is furnished to the
Conpany w thin a reasonable tine after such assignnent, (ii) the Conpany
is, wthin a reasonable tine after such transfer or assignnent, furnished
with witten notice of (a) the nane and address of such transferee or
assignee, and (a) the securities with respect to which such registration
rights are being transferred or assigned, (iii) inmmediately follow ng such
transfer or assignment the further disposition of such securities by the
transferee or assignee is restricted under the 1933 Act and applicable
state securities laws, (iv) at or before the tine the Conpany receives the
witten notice contenplated by clause (ii) of this sentence the transferee
or assignee agrees in witing with the Conpany to be bound by all of the
provi sions contained herein, (v) such transfer shall have been nade in
accordance wth the applicable requirenents of the Securities Purchase
Agreenment, and (vi) such transferee shall be an "accredited investor" as
that termdefined in Rule 501 of Regulation D pronul gated under the 1933
Act .

10. AMENDMENT OF REG STRATI ON RI GHTS.

Provi sions of this Agreenent may be amended and the observance thereof
may be waived (either generally or in a particular instance and either
retroactively or prospectively), only with the witten consent of the
Conpany and the Investor. Any anendnent or waiver effected in accordance
with this Section 10 shall be binding upon the Investor and the Conpany.

11. M SCELLANEQUS.

a. A person or entity is deemed to be a holder of Registrable Securities
whenever such person or entity owns of record such Registrable Securities.
If the Conpany receives conflicting instructions, notices or elections from
two or nore persons or entities with respect to the sane Registrable
Securities, the Conpany shall act upon the basis of instructions, notice or
el ection received fromthe regi stered owner of such Registrable Securities.

b. Any notices required or permtted to be given under the ternms of this

Agreement shall be sent by registered or certified mail, return receipt
requested, or delivered personally or by courier and shall be effective
five days after being placed in the nail, if nailed, or upon receipt, if

delivered personally or by courier, in each case addressed to a party. The
addresses for such comuni cations shall be:

If to the Conpany: Galaxy Nutritional Foods, Inc.



2441 Vi scount Road

Ol ando, Florida 23809

Tel ephone: (407) 855-5500

Tel ecopy: (407) 855-1099
Attention: M. Christopher J. New

Wth copy to: Baker & Hostetler LLP
200 South Orange Avenue
Ol ando, FL 32801
Tel ephone: (407) 649-4000
Tel ecopy: (407) 841-0168
Attention: Jeffrey E. Decker, Esq

If to the Buyer: Fromageries Bel S A
16, Bd Mal esherbes 75008
Paris, France
Tel ephone: 00 33 1 40 07 76 00
Tel ecopy: 00 33 1 40 07 75 17
Attention: Eric de Poncins

And Fromageries Bel S A
16, Bd Mal esherbes 75008
Paris, France
Tel ephone: 00 33 1 40 07 72 72
Tel ecopy: 00 33 1 40 07 74 00
Attention: M chel Troussier

Wth a copy to: Greenberg Traurig, P.A
1221 Brickell Avenue
Mam, Florida 33131
Tel ephone: (305) 579-0756
Tel ecopy: (305) 579-0717
Attention: Robert L. Grossman, Esq

Each party shall provide notice to the other party of any change in
addr ess.

c. Failure of any party to exercise any right or remedy under this
Agreement or otherwi se, or delay by a party in exercising such right or
remedy, shall not operate as a waiver thereof

d. This Agreenent shall be enforced, governed by and construed in
accordance wth the laws of the State of Florida applicable to agreenents
made and to be perforned entirely within such State. In the event that any
provision of this Agreenment is invalid or unenforceable under any
applicable statute or rule of law, then such provision shall be deened
inoperative to the extent that it may conflict therewith and shall be
deened nodified to conformw th such statute or rule of law. Any provision
hereof which nmay prove invalid or unenforceable under any law shall not

affect the validity or enforceability of any other provision hereof

e. This Agreenment and the Securities Purchase Agreenment constitute the
entire agreement anong the parties hereto with respect to the subject
matter hereof and thereof. There are no restrictions, prom ses, warranties
or undertakings, other than those set forth or referred to herein and
t herein. This Agreenment and the Securities Purchase Agreement supersede
all prior agreenents and understandings anbng the parties hereto wth
respect to the subject matter hereof and thereof

f. Subject to the requirements of Section 9 hereof, this Agreement shal
inure to the benefit of and be binding upon the successors and assigns of
each of the parties hereto

g. The headings in this Agreenent are for conveni ence of reference only
and shall not limt or otherw se affect the neaning hereof

h. This Agreement nmy be executed in two or nore identica
counterparts, each of which shall be deened an original but all of which
shal |l constitute one and the sane agreenent. This Agreenent, once executed
by a party, nmay be delivered to the other party hereto by facsinle
transm ssion of a copy of this Agreenent bearing the signature of the party
so delivering this Agreenent

i Each party shall do and perform or cause to be done and
perforned, all such further acts and things, and shall execute and deliver
all such other agreenments, certificates, instruments and docunments, as the
other party may reasonably request in order to carry out the intent and
acconplish the purposes of this Agreenent and the consunmation of the
transactions contenpl ated hereby
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IN WTNESS WHEREOF, the parties have caused this Registration Rights
Agreement to be duly executed as of day and year first above witten.

" Company"

GALAXY NUTRI TI ONAL FOCDS, | NC.

By: [/s/ Christopher J. New

Chri stopher J. New, Chief Executive Oficer

" Buyer"

FROVAGERI ES BEL S. A

By: /s/ Eric de Poncins

Eric de Poncins, Vice President of Strategy
and Devel opnent

By: /s/ Mchel Troussier

M chel Troussier, Vice President of Finance

Filename: ex1010-603.txt

Type: EX-10.10

Comment/Description: Securities Purchase
Agreement

(this header is not part of the document)

SECURI TI ES PURCHASE AGREENMENT

THI S SECURI TI ES PURCHASE AGREEMENT (this "Agreenent"), dated as of My
21, 2003, by and between Galaxy Nutritional Foods, Inc., a Delaware
corporation, wth its principal place of business at 2441 Viscount Row,
Ol ando, FL 32809 (the "Conpany"), and Fred DelLuca, whose address is 325
Bic Drive, MIford, CT 06460 (the "Buyer").

PRELI M NARY STATEMENTS

A The Conpany has authorized the sale of a certain nunber of shares
of the Conpany's common stock, par value $0.01 per share (the "Common
Stock") on the terms and subject to the conditions set forth in this
Agr eement ;

B. The Conpany and Buyer are executing and delivering this Agreenent
in reliance upon the exenption fromsecurities registration afforded by
Rul e 506 under Regulation D ("Regulation D') as pronul gated by the United
States Securities and Exchange Conmission (the "SEC') under the Securities
Act of 1933, as anended (the "1933 Act");

C. Buyer wi shes to purchase, in the anpbunts and upon the terns and
conditions stated in this Agreenment, shares of Comon Stock;

D. Upon the closing of the transactions contenpl ated hereby, the
parties hereto will execute and deliver a Registration Rights Agreenent in
substantially the formattached hereto as Exhibit A (the "Registration
Ri ghts Agreenment") pursuant to which the Conpany agrees to provide certain
registration rights wunder the 1933 Act and the rules and regulations
pronul gated thereunder, and applicable state securities |aws; and

E. The Conpany intends to enter into other agreenents substantially
in the form of this Agreenment and Registration Rights Agreement wth
certain other buyers (the "Qther Buyers") and expect to the conplete the
sale of shares of Commobn Stock to them however, the Buyer's obligations
hereunder are not expressly conditioned on the purchase by any or all of
the Oher Buyers of the Common Stock that they nmy agree to purchase from



t he Conpany.

NOW THEREFORE, in consideration of the prenmises and the nutual
covenants contained herein and other good and val uabl e consideration, the
recei pt and sufficiency of which are hereby acknow edged, the Conpany and
the Buyer hereby agree as follows:

1. PREAMBLES; PURCHASE AND SALE OF COVMON STOCK; CLOSI NG

a. Prelimnary Statements. The above prelimnary statenents,
recitals, definitions, preanble and provisions are true and correct and are
incorporated herein as fully as if set forth herein.

b. Purchase of Common Stock. Subject to the ternms and
conditions set forth in this Agreenent, the Conpany agrees to issue and
sell to Buyer, and Buyer agrees to purchase fromthe Conpany such nunber of
shares of Common Stock (the "Securities") as shall be determined by
di viding the aggregate purchase price of $1,000,000 (the "Purchase Price")
by the per share purchase price (with any fractional shares being rounded
up to the next whole share). The per share purchase price shall be equal
to the lesser of (x) 95% of the average of the closing bid price of the
Common Stock on the Principal Market (as defined below) (as reported by
Bl oomberg L.P.) for the Trading Days (as defined below) occurring during
the thirty (30) consecutive calendar days ending on the calendar day
imredi ately prior to the date of Closing (as defined below), or (y) $1.80.
The term "Principal Market" shall nmean the Anerican Stock Exchange, the New
York Stock Exchange, the NASDAQ National Market, or the NASDAQ Snall Cap
Market, whichever is at the tinme the principal trading exchange or market
for the Common Stock, based upon share volume, or if the Commobn Stock is
not traded on an exchange or narket, the OTC Bulletin Board or its
successor (as of the date hereof the Principal Market is the American Stock
Exchange) . The term"Trading Day" shall nean any day during which the
Common  Stock is traded on the Principal Market. The consunmation of the
transaction and the paynent of the Purchase Price shall occur at d osing
(as defined bel ow).

c. Escrow. Wthin two (2) business days followi ng Buyer's
execution of this Agreenent, Buyer shall deliver to Gbralter Bank, F.S. B.,
as escrow agent ("Escrow Agent"), an anount equal to the Purchase Price
(the "Escrow Anmpunt") by wire transfer of immediately available United
States Dollars in accordance with the instructions set forth in the Escrow
Agreement dated as of the date hereof by and anong the Conpany, Buyer and
Escrow Agent (the "Escrow Agreenent"). Escrow Agent shall hold and
di sburse the Escrow Ampunt in accordance with the terns and conditions of
the Escrow Agreenent.

d. The Cosing. The closing ("Cosing") of the sale and
purchase of the Securities under this Agreenent is contingent upon the
Conpany's repaynent in full of the existing debt owed to (x) FINOVA Capital
Corporation pursuant to that «certain Security Agreenent dated as of
Novenmber 1, 1996, as anended, and (y) FINOVA Mezzanine Capital Inc.
pursuant to that certain Loan Agreenent dated as of Septenber 30, 1999, as
amended (the "FI NOVA Repaynent"). The FI NOVA Repaynent shall be subject to
and in accordance with the terns of the Escrow Agreenent. The C osing
shall take place at the offices of Baker & Hostetler LLP, 200 South Orange
Avenue, Suite 2300, SunTrust Center, Ol ando, Florida 32801, as of the date
of the FINOVA Repaynent. The consummation of the transaction and the
paynent of the Purchase Price shall occur at dosing, as follows:

(i) Rel ease of Escrow Amount. Escrow Agent shall rel ease
the Escrow Anmpunt as provided in the Escrow Agreenent.

(ii) Delivery of Stock Certificate(s). Against paynent to
the Conpany of the Purchase Price therefor, the Conpany shall direct its
stock transfer agent to deliver to Buyer one or nore stock certificates,
duly executed on behalf of the Conpany, representing the Securities being
purchased by Buyer, registered in the name of Buyer, such delivery to Buyer
to be made not later than five (5) business days after the d osing.

2. BUYER S REPRESENTATI ONS AND WARRANTI ES
Buyer represents and warrants to the Conpany that:

a. I nvest ment Purpose. The Securities are being acquired by
Buyer in good faith solely for its own account, for investnent purposes
only, and are not being purchased for resale, resyndication, distribution,
subdivision or fractionalization thereof; Buyer has no contract or
arrangenment with any person to sell, transfer or pledge to any person the
Securities or any part thereof, any interest therein or any rights thereto;
Buyer has no present plans to enter into any such contract or arrangenent;
and Buyer understands that as a result it nust bear the economic risk of
the investment for an indefinite period of time because the Securities have
not been registered under the 1933 Act, and, therefore, cannot be sold
unl ess they are subsequently registered under the 1933 Act.



b. Accredited Investor Status. Buyer is an "accredited
investor" as that termis defined in Rule 501(a) of Regul ation D.

c. Reliance on Exenptions. Buyer understands that t he
Securities are being offered and sold to it under the exenption from the
registration requirenents of the United States federal and state securities
laws and that the Conpany is relying upon the truth and accuracy of, and
Buyer's conpliance wth, the representations, warranties, agreenents
acknow edgnents and under st andi ngs of Buyer set forth herein in order to
determine the availability of such exenptions and the eligibility of Buyer
to acquire the Securities

d. Informati on. Buyer understands and acknow edges that it is
purchasing the Securities wi thout being furnished any offering literature
prospectus or other materials other than copies of the SEC Docunents (as
defined herei nbelow), that this transaction has not been scrutinized by the
SEC or by any admi nistrative agency charged with the administration of the
securities laws of any state, that all docunents, records and books
pertaining to the Conpany, its business, finances and operations, and this
investnent have been nade available to Buyer, and its advisors and

representatives, including its attorney, its accountant and/ or its
purchaser representative, and that the books and records of the Conpany
will be available upon reasonable notice for inspection by Buyer during
reasonabl e business hours at the Conpany's principal place of business

Buyer and its advisors and representatives, including its attorney, its

accountant and/or its purchaser representative, if any, have reviewed the
SEC Docunents and been afforded the opportunity to ask questions of the
Conpany and have received conplete and satisfactory answers to any such
inquiries. Buyer understands that its investment in the Securities is
specul ative and involves a high degree of risk of loss and that Buyer nust
be prepared to lose its entire investnent in the Conpany. Buyer has sought
such accounting, legal and tax advice, as it has considered necessary to an
informed investment decision with respect to its acquisition of the
Securities. Buyer, or Buyer together with its purchaser representative, if
any, have such know edge and experience in financial and business matters
that it and such representative are capable of evaluating the nerits and
risks of an investnent in the Securities and of neking an inforned
i nvest ment deci sion

e. Governnental Review. Buyer understands that no United
States federal or state agency or any other government or governnenta
agency has approved or di sapproved or passed on or nade any recommendati on
or endorsenment of the Securities or the fairness or suitability of the
investnent in the Securities, nor have such authorities passed upon or
endorsed the nerits of the offering of the Securities or the accuracy or
adequacy of any of the information provided by the Conpany to Buyer
regarding the Conmpany, the Securities or any other matter, and that the
Conpany is relying on the truth and accuracy of the representations
decl arations and warranties herein nmade by Buyer in offering the Securities
for sale to it without having first registered the same under the 1933 Act

f. Transfer or Resale. Buyer understands that, except as
provided in the Registration R ghts Agreement, (i) the Securities have not
been and are not being registered under the 1933 Act or any state
securities laws, and may not be transferred unless (a) subsequently
regi stered thereunder, or (b) Buyer shall have provided the Conpany with a
statenent of the circunmstances surrounding the proposed disposition and
shall have delivered to the Conpany an opinion of counsel, reasonably
satisfactory in form scope and substance to the Conpany, to the effect (1)
that the Securities to be sold or transferred nmay be sold or transferred
pursuant to an exenption fromsuch registration and (2) that appropriate
action necessary for conpliance with the 1933 Act has been taken; (ii) any
sal e of such Securities made in reliance on Rule 144 pronul gated under the
1933 Act may be nmade only in accordance with the terms of said Rule and
further, if said Rule is not applicable, any resale of such Securities
under circunstances in which the seller (or the person through whom the
sale is nmade) may be deenmed to be an underwiter (as that termis defined
in the 1933 Act) may require conpliance with sone other exenption under the
1933 Act or the rules and regul ations of the SEC thereunder; and (iii)
neither the Conmpany nor any other person is under any obligation to
regi ster such Securities under the 1933 Act or any state securities |aws or
to conply with the terns and conditions of any exenption thereunder

g. Legends. Buyer understands that the stock certificates
representing the Securities shall bear a restrictive | egend in
substantially the following form (and a stop-transfer order shall be placed
agai nst transfer of such stock certificates)

THE  SECURI TIES REPRESENTED HEREBY HAVE NOT  BEEN
REG STERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED. THE SECURITIES HAVE BEEN ACQU RED FOR
I NVESTMENT AND MAY NOT BE RECFFERED, SOLD, TRANSFERRED,
PLEDGED, OR ASSI GNED I N THE ABSENCE OF (A) AN EFFECTI VE



REG STRATI ON  STATEMENT FOR THE SECURI TIES UNDER SAI D
ACT AND THE STATE SECURI TI ES ACT OR BLUE SKY ACT COF ANY
STATE HAVI NG JURI SDI CTI ON THERECF, OR (B) AN CPI Nl ON OF
COUNSEL, REASONABLY SATI SFACTORY IN FORM  SCOPE AND
SUBSTANCE TO THE COWPANY, THAT REG STRATION IS NOT
REQUI RED UNDER SAI D ACT OR THE SECURI TIES ACT OR BLUE
SKY ACT OF ANY STATE HAVI NG JURI SDI CTI ON W TH RESPECT
THERETO.

h. Aut hori zation; Enforcenent. This Agreenment, the Escrow
Agreement and the Registration R ghts Agreenent have been duly and validly
aut hori zed, executed and delivered on behalf of Buyer and are valid and
bi ndi ng agreenents of Buyer enforceable in accordance wth their terns,
subject as to enforceability to general principles of equity and to
bankruptcy, insolvency, noratorium and other simlar laws affecting the
enforcenent of creditors' rights generally.

i Domicile. If Buyer is an individual, Buyer is a resident
of, or if Buyer is an entity, Buyer's principal place of business is
located in, the State of Connecticut.

j- I ndemni fication. Buyer acknow edges that Buyer understands
the meani ng and | egal consequences of the representations and warranties in
this Section 2, and that the Conpany has relied upon such representations
and warranties, and Buyer hereby agrees to indemify and hold harm ess the
Conpany and its of ficers, directors, shar ehol ders, agents and
representatives from and against any and all clains, demands, |osses,
danages, expenses or liabilities (including attorneys' fees) due to or
arising out of, directly or indirectly, a breach of any such
representations or warranties. Notw thstanding the foregoing, however, no
representation, warranty, acknow edgnent or agreenment made herein by Buyer
shall in any manner be deened to constitute a waiver of any rights granted
to such Buyer under federal or state securities |aws.

k. Short Position and Market Purchases. Buyer is not
purchasing the Securities for the purpose of covering any short position in
the Securities.

3. REPRESENTATI ONS AND WARRANTI ES OF THE COMPANY
The Conpany represents and warrants to Buyer that:

a. Organi zation and Qualification. The Conpany is a
corporation duly organized and existing in good standing under the |aws of
the State of Delaware, and has the requisite corporate power to own its
properties and to carry on its business as now being conducted. The
Conpany is duly qualified as a foreign corporation to do business and is in
good standing in every jurisdiction in which the nature of the business
conducted by it makes such qualification necessary and where the failure so
to qualify would have a material adverse effect on the operations,
properties or financial condition of the Conmpany taken as a whole (a
"Material Adverse Effect").

b. Aut hori zation; Enforcenent. (i) The Conpany has the
requisite corporate power and authority to enter into and perform this
Agreenment and the Registration Rights Agreenent and to issue the Securities
in accordance wth the terms hereof and thereof, (ii) the execution and
delivery of this Agreement and the Registration R ghts Agreement by the
Conpany and the consummation by it of the transactions contenplated hereby
have been duly authorized by the Conpany's Board of Directors and no
further consent or authorization of the Conpany, its Board of Directors, or
its stockholders is required, (iii) this Agreenment and the Registration
Ri ghts Agreenent have been duly executed and delivered by the Conpany, and
(iv) this Agreenent and the Registration Rights Agreenent constitute the
valid and binding obligations of the Conpany enforceable against the
Conpany in accordance with its terns, except as such enforceability nay be
limted by applicable bankruptcy, insolvency, reorganization, noratorium
liquidation or simlar laws relating to, or affecting generally, the
enforcement of «creditors' rights and renedies or by other equitable
principles of general application.

c. Capi talization. As of the date of this Agreenment, the
authorized capital stock of the Conpany consists of (i) 85,000,000 shares
of Common Stock of which 12,761, 685 shares were issued and outstandi ng, and
(ii) 1,000,000 shares of preferred stock, $.01 par value, of which 200,000
shares have been designated "Series A Preferred Stock," 57,384 of which
were issued and outstanding. Al of such outstanding shares have been
validly issued and are fully paid and nonassessable. Except as set forth
in the SEC Docunents (as defined herein) or in Schedule 3.c. attached
hereto, as of the date of this Agreenent (i) there are no outstanding
options, warrants, scrip, rights to subscribe to, calls or commitnents of
any character whatsoever relating to, or securities or rights convertible
into, any shares of capital stock of the Conpany, or arrangenments by which
the Conpany is or nmay becone bound to issue additional shares of capital



stock of the Conpany, and (ii) there are no agreenents or arrangenents
under which the Conpany is obligated to register the sale of any of its
securities under the 1933 Act other than agreements with respect to
securities which have been previously registered or are subject to current
regi stration statenents.

d. I ssuance of Securities. The Securities are duly authorized
and, wupon issuance in accordance with the terns hereof, shall be validly
issued, fully paid and non-assessable, and free fromall taxes, liens and

charges with respect to the issue thereof.

e. No Conflicts. The execution, delivery and performance of
this Agreenent by the Conpany and the consunmmation by the Conpany of the
transactions contenplated hereby will not (i) result in any violation of
the Conmpany's Certificate of Incorporation, as anended, as in effect on the
date hereof ("Certificate of Incorporation") or the Conpany's Bylaws, as in
effect on the date hereof (the "Bylaws") or (ii) conflict wth, or
constitute a default (or an event which with notice or |lapse of tinme or
both would become a default) under, or give to others any rights of
term nation, anmendnent, acceleration or cancellation of, any agreenent,
indenture or instrunent to which the Conpany is a party, or result in a
violation of any law, rule, regulation, order, judgnent or decree
(including federal and state securities |laws and regul ations) applicable to
the Conpany or by which any property or asset of the Conpany is bound or
affected (except for such conflicts, defaults, terminations, anmendnents,
accel erations, cancellations and violations as would not, individually or
in the aggregate, have a Material Adverse Effect). The business of the
Conpany is not being conducted in violation of any law, ordinance,
regul ati on of any governnental entity, except for possible violations which
either singly or in the aggregate do not have a Material Adverse Effect.
Except as required under the 1933 Act and any applicable state securities
laws, the Conpany is not required to obtain any consent, authorization or
order of, or neke any filing or registration wth, any court or
governnental agency in order for it to execute, deliver or perform any of
its obligations under this Agreenent in accordance with the terns hereof.

f. Common Stock. The Conpany has registered its Common Stock
pursuant to Section 12(b) or (g) of the 1934 Act (as defined below) and is
in full conpliance with all reporting requirements of the 1934 Act, and the
Conpany is in conpliance with all requirements for the continued listing or
quotation of its Commobn Stock, and such Commobn Stock is currently listed or
quoted on, the Principal Market. As of the date hereof, the Principal
Market is the American Stock Exchange, and except as set forth in the SEC
Docunents, the Conpany has not received any notice regarding, and to its
know edge there is no threat of, the term nation or discontinuance of the
eligibility of the Common Stock for such posting or listing.

g. SEC Docunents, Financial Statenents. During the Conpany's
last two (2) fiscal years, the Conpany has filed all reports, schedul es,
forms, statenents and other documents required to be filed by it with the
SEC pursuant to the reporting requirenents of the Securities Exchange Act
of 1934, as anended (the "1934 Act") (all of the foregoing filed prior to
the date hereof and all exhibits included therein and financial statenments
and schedul es thereto and docunents (other than exhibits) incorporated by
reference therein, being hereinafter referred to herein as the "SEC

Docunent s") . The Conpany has delivered to Buyer true and conplete copies
of the SEC Docunents, except for such exhibits, schedul es and incorporated
docunent s. As of their respective dates, subject to, wth respect to

certain SEC Docunents, the filing of an anendnment to such SEC Docunents,
the SEC Docunents conplied in all naterial respects with the requirenents
of the 1934 Act and the rules and regulations of the SEC pronulgated
thereunder applicable to the SEC Docunents, and none of the SEC Docunents,
at the tinme they were filed with the SEC, contained any untrue statenent of
a nmaterial fact or omtted to state a naterial fact required to be stated
therein or necessary in order to make the statenents therein, in light of
the circunstances under which they were made, not nisleading. As of their
respective dates, the financial statements of the Conpany included in the
SEC Docunents conplied as to formin all naterial respects with applicable
accounting requirenents and the published rules and regul ati ons of the SEC
with respect thereto. Such financial statements have been prepared in
accordance w th generally accepted accounting principles, consistently
applied, during the periods involved (except (i) as may be otherw se
indicated in such financial statements or the notes thereto, or (ii) in the
case of unaudited interimstatenments, to the extent they nay exclude
footnotes or may be condensed or summary statenments) and fairly present in
all nmaterial respects the financial position of the Conpany as of the dates
thereof and the results of its operations and cash flows for the periods
then ended (subject, in the case of unaudited statenents, to normal year-
end audit adjustnents). No other infornation provided by or on behalf of
the Conmpany to Buyer and referred to in Section 2(d) of this Agreenent
contains any wuntrue statenent of a material fact or onits to state any
material fact necessary in order to nake the statenments therein, in the
light of the circumstance under which they are or were nade, not
m sl eadi ng.



h. No Material Adverse Change. Since Decenmber 31, 2002, there
has not been any naterial adverse change in the Conpany's business, results
of operations, or financial condition, other than changes resulting from
general economc conditions or general econonic trends, except as reflected
in the SEC Docunents filed at |east five (5) days prior to the date hereof.

i Absence of Litigation. Except as disclosed in the SEC
Docunents, there is no action, suit, proceeding, inquiry or investigation
before or by any court, public board or body pending or, to the know edge
of the Conpany, threatened against the Conpany, wherein an unfavorable
decision, ruling or finding would have a Material Adverse Effect or which
woul d adversely affect the validity or enforceability of, or the authority
or ability of the Conpany to performits obligations under, this Agreenent
or any of the docunents contenpl ated herein.

4. COVENANTS

a. Form D. The Conpany agrees to file a FormD with respect to
the Securities as required under Regulation D and to provide a copy thereof
to Buyer pronptly after such filing.

b. Reporting Status. Until the earlier of (i) the date as of
which Buyer may sell all the Securities without restriction pursuant to
Rul e 144(k) pronul gated under the 1933 Act, or (ii) the date on which Buyer
has sold all of the Securities, the Conpany shall file all reports required
to be filed with the SEC pursuant to the 1934 Act, and the Conpany shall
not termnate its status as an issuer required to file reports wunder the
1934 Act even if the 1934 Act or the rules and regul ations thereunder woul d
permit such termination. Buyer shall give notice to the Conpany when it
has sold all of the Securities.

c. Listing of Securities. The Conpany shall cause the
Securities to be listed on the Principal Market prior to the C osing.

5. TRANSFER AGENT | NSTRUCTI ONS

Buyer acknow edges that the Securities shall be "restricted"
securities, that the Stock Certificates shall bear the restrictive |egend
specified in Section 2(g) of this Agreenent, and that stop-transfer
instructions have been given by the Conpany to its transfer agent wth
respect to the Securities. |f Buyer provides the Conpany with an opinion
of counsel, reasonably satisfactory in form scope and substance to the
Conpany, that registration of a resale by Buyer of any of the Securities is
not required under the 1933 Act or any applicable state securities or blue
sky laws, the Conpany shall pernit the transfer and pronptly instruct its
transfer agent to issue one or nore certificates in such nane and in such
denoni nati ons as specified by Buyer.

6. TERM NATI ON
a. Termination. This Agreenent nmay be terminated as follows:

(i) at any tine prior to Closing, by mutual witten consent
of all of the parties to this Agreenent, whereupon Buyer and the Conpany
shal | deliver to Escrow Agent joint witten instructions to release the
Escrow Anobunt to Buyer;

(ii) at any tine after July 15, 2003, by Buyer, if the
Cl osing has not been effected on or prior to such date and if Buyer is not
then in breach of any termof this Agreement, pursuant to written notice by
Buyer to the Conpany and the Escrow Agent; or

(iii) at any tine after July 15, 2003, by the Conpany,
if the dosing has not been effected on or prior to such date, if the
Conpany is not then in breach of any termof this Agreenent, pursuant to
witten notice by the Conpany to Buyer and the Escrow Agent.

b. Effect of Termnation. Al obligations of the parties
hereunder shall cease wupon any termination pursuant to Section 6.a.,
provi ded, however, that the provisions of Sections 6.c. and 7 hereof shall
survive any termination of this Agreenent.

c. Treatment of Escrow Amount Upon Termination. If this
Agreenment is termnated pursuant to its terms, the Escrow Amount shall be
treated as set forth in the Escrow Agreenent.
7. GOVERNI NG LAW M SCELLANEQUS
a. Governing Law. This Agreenent shall be governed by and
interpreted in accordance with the laws of the State of Florida without
regard to the principles of conflict of |aws.

b. Counterparts. This Agreenent may be executed in two or nore



identical counterparts, all of which shall be considered one and the sane
agreenent and shall beconme effective when counterparts have been signed by
each party and delivered to the other party. In the event any signature
page is delivered by facsimle transm ssion, the party using such nmeans of
delivery shall cause three (3) additional original executed signature pages
to be physically delivered to the other party within five (5) days of the
execution and delivery hereof.

c. Headi ngs. The headings of this Agreenent are for
conveni ence of reference and shall not form part of, or affect the
interpretation of, this Agreenent.

d. Severability. |f any provision of this Agreenment shall be
invalid or unenforceable in any jurisdiction, such invalidity or
unenforceability shall not affect the validity or enforceability of the
remai nder of this Agreenent or the validity or enforceability of this
Agreenment in any other jurisdiction.

e. Entire Agreenent; Anmendnents. This Agreement and the
instruments referenced herein contain the entire understanding of the
parties with respect to the matters covered herein and therein and, except
as specifically set forth herein or therein, neither the Conpany nor any
Buyer nmkes any representation, warranty, covenant or undertaking wth
respect to such matters. No provision of this Agreement may be waived or
amended other than by an instrunent in witing signed by the party to be
charged with enforcenent.

f. Noti ces. Any notices required or pernitted to be given
under the ternms of this Agreenent shall be sent by nmil or delivered
personally or by courier and shall be effective five days after being
placed in the mail, if mailed, certified or registered, return receipt

requested, or upon receipt, if delivered personally or by courier, in each
case addressed to a party. The addresses for such communi cations shall be:

If to the Conpany: Galaxy Nutritional Foods, Inc.
2441 Vi scount Row
Ol ando, FL 32809
Tel ephone: (407) 855-5500
Tel ecopy: (407) 855-1099
Attention: M. Christopher J. New

Wth a copy to: Baker & Hostetler LLP
200 South Orange Avenue
Ol ando, FL 32801
Tel ephone: (407) 649-4000
Tel ecopy: (407) 841-0168
Attention: Jeffrey E. Decker, Esq.

If to Buyer: Fred DeLuca
325 Bic Drive
M1 ford, CT 06460
Attention: David Worrell
Tel ephone: (203) 877-4281
Tel ecopy: (203) 876-6689

Each party shall provide notice to the other party of any change in
addr ess.

g. Successors and Assigns. This Agreement shall be binding
upon and inure to the benefit of the parties and their successors and
assigns. Neither the Conpany nor Buyer shall assign this Agreement or any
rights or obligations hereunder without the prior witten consent of the
other (which consent may be withheld for any reason in the sole discretion
of the party from whom consent is sought).

h. Third Party Beneficiaries. This Agreement is intended for
the benefit of the parties hereto and their respective permtted successors
and assigns, and is not for the benefit of, nor may any provision hereof be
enforced by, any other person.

i Survival. The representations and warranties of the Buyer
and the Conpany contained in Sections 2 and 3, respectively, shall survive
the Cosing for a period of one (1) year thereafter, provided however that
the representations and warranties of Buyer contained in Sections 2. a.,
2.b. and 2.h. shall survive the osing indefinitely.

k. Publicity. The Conpany and Buyer shall have the right to
approve before issuance any press rel eases or any other public statements
with respect to the transactions contenplated hereby; provided, however,
that the Conpany shall be entitled, without the prior approval of Buyer, to
make any press release with respect to such transactions as the Conpany
determnes is required by applicable | aw and regul ati ons.

I. Further Assurances. Each party shall do and perform or



cause to be done and performed, all such further acts and things, and shall
execute and deliver all such other agreenents, certificates, instruments
and docunents, as the other party nay reasonably request in order to carry
out the intent and acconplish the purposes of this Agreement and the
consumation of the transactions contenpl ated hereby.

m Expenses. Subject to a maxi mum of $5,000.00, the Conpany
shall pay the reasonabl e fees, expenses and di sbursenents of Buyer's |egal
counsel arising in connection wth the negotiation, execution and

consummation of this Agreenent, the Escrow Agreenent, the Registration
Ri ghts Agreenment and the agreenents and transactions contenplated by such
agr eenents.

[ SI GNATURES APPEAR ON FOLLOW NG PAGE]

IN WTNESS WHEREOF, Buyer and the Conpany have caused this Securities
Purchase Agreenent to be duly executed as of the date first witten above.

" Company"

GALAXY NUTRI TI ONAL FOCDS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New
Chi ef Executive O ficer

" Buyer "

/sl Fred DeLuca

Fred DeLuca
Filename: ex1011-603.txt
Type: EX-10.11
Comment/Description: Registration Rights

Agreement

(this header is not part of the document)

REG STRATI ON RI GHTS AGREEMENT

REG STRATI ON RI GHTS AGREEMENT (this "Agreenent"), dated as of May
21, 2003, by and between Glaxy Nutritional Foods, 1Inc., a Delaware
corporation, wth headquarters located at 2441 Viscount Road, Ol ando,
Florida 32809 (the "Conpany"), and Fred DeLuca, whose address is 325 Bic
Drive, MIford, CT 06460 (the "Buyer").

PRELI M NARY STATEMENTS

A In connection wth the Securities Purchase Agreement by and
between the parties of even date herewith (the "Securities Purchase
Agreement"), the Conpany has agreed, upon the terns and subject to the
conditions of the Securities Purchase Agreenent, to issue and sell to the
Buyer shares of the Conpany's conmon stock, par value $0.01 per share (the
" Common St ock"); and

B. To induce the Buyer to execute and deliver the Securities
Purchase Agreenent, the Conpany has agreed to provide certain registration
rights under the Securities Act of 1933, as anended, and the rules and
regul ati ons thereunder, or any simlar successor statute (collectively, the
"1933 Act"), and applicable state securities |aws.

NOW THEREFORE, in consideration of the prenmses and the nutual
covenants contained herein and other good and val uabl e consideration, the
recei pt and sufficiency of which are hereby acknow edged, the Conmpany and
the Buyer hereby agree as foll ows:

1. DEFI NI TI ONS.

a. As wused in this Agreenment, the following terns shall have the
foll owi ng neani ngs:



(i) "I nvestor” nmeans the Buyer and any transferee or
assignee thereof who agrees to become bound by the provisions of this
Agreement in accordance with Section 9 hereof.

(ii) "register," "registered,” and "registration" refer to a
registration effected by preparing and filing a Registration Statenent or
Statenents in conpliance with the 1933 Act and pursuant to Rule 415 under
the 1933 Act or any successor rule providing for offering securities on a
continuous basis ("Rule 415"), and the declaration or ordering of
ef fectiveness of such Registration Statenent by the United States
Securities and Exchange Commi ssion (the "SEC').

(iii) "Regi strable Securities" neans the Securities (as
defined in the Securities Purchase Agreenent).

(iv) "Registration Period" nmeans the period commencing on
the date on which the Registration Statement filed pursuant to this
Agreement is declared effective by the SEC and expiring on the date that
(A) the Investor my sell all of the Registrable Securities without
restriction pursuant to Rule 144(k) pronul gated under the 1933 Act, or (B)
the Investor has sold all of the Registrable Securities.

(v) "Registration Statenent"” neans a registration statenent
of the Conpany under the 1933 Act.

b. Capitalized terns used herein and not otherw se defined
herein shall have the respective nmeanings set forth in the Securities
Pur chase Agreenent.

2. REG STRATI ON RI GHTS.

a. Mandat ory Regi stration. The Conpany shall prepare and file with the
SEC a Registration Statement on Form S-3 (or, if such formis unavail able
for such a registration, on such other formas is available for such a
registration) covering the resale of the Registrable Securities. The
Regi stration Statenment (and each anmendnent or suppl enent thereto) shall be
provided to the Buyer and its counsel no later than five business days
prior to its filing or other subm ssion, and shall be subject to approval
by Buyer and its counsel wthin such five business day period, such
approval not to be wunreasonably w thheld. The Conpany wll wuse its
reasonabl e efforts to cause such Registration Statenment to becone effective
as pronptly as practicable but not later than 180 days after Cosing, as
defined in the Securities Purchase Agreement (the "Effective Dat e
Deadl i ne")). The Conpany shall notify the Investor in witing by facsinile
transm ssion or enmil notice that such Registration Statenent has been
decl ared effective by the SEC pronptly follow ng the Conpany becom ng aware
of such declaration by the SEC

b. Regi stration Default. If the Registration Statenent
covering the Registrable Securities required to be filed by the Conpany
pursuant to Section 2.a. is not declared effective by the SEC by the
Effective Date Deadline, then the Conpany shall nake the paynents to the
Investor as provided in the next sentence as |iquidated damages and not as
a penalty. The anpbunt to be paid by the Conpany to the Investor shall be
determ ned as of each Conputation Date (as defined below), and such anount
shal | be equal to 2.5% (the "Liquidated Danage Rate") of the product of (i)
the per share purchase price of the Securities under the Securities
Purchase Agreenment and (ii) the nunber of shares of Registrable Securities
then held by the Investor, for the period fromthe Effective Date Deadline
to the first Conputation Date, and for each 30-day period of any subsequent
Conput ation Dates thereafter, in each case calculated on a pro rata basis
to the date on which the Registration Statement is declared effective by
the SEC (the "Periodic Anpbunt"). The full Periodic Amount shall be paid by
the Conpany to the Investor by wire transfer of immediately avail able funds
within three business days after each Conputation Date or three business
days after the date on which the Registration Statement is declared
effective by the SEC, whichever occurs earlier.

As used in this Section 2.b., "Conputation Date" neans the date which
is 30 days after the Effective Date Deadline and, if the Registration
Statement to be filed by the Conpany pursuant to Section 2(a) has not
theretof ore been declared effective by the SEC, each date which is 30 days
after the previous Conputation Date until such Registration Statenent is so
decl ared effective.

c. Pi ggy- Back Registrations. |If at any tine prior to filing a
Regi stration Statement under this Agreenent, the Conpany shall file wth
the SEC a Registration Statenent relating to an offering for its own
account or the account of others under the 1933 Act of any of its equity
securities (other than on Form S-4 or Form S-8 or their then equivalents
relating to equity securities to be issued solely in connection wth any
acquisition of any entity or business or equity securities issuable in
connection with stock option or other enployee benefit plans), the Conpany



shall send to the Investor who is entitled to registration rights under
this Section 2 witten notice of the intended filing of such Registration
Statenment and, if within twenty (20) days after receipt of such notice, the
Investor shall so request in witing, the Conpany shall include in such
Regi stration Statenent all or any part of the Registrable Securities the
Investor requests to be registered, except that if, in connection with any
underwitten public offering for the account of the Conpany the nanaging
underwriter(s) thereof shall inpose a linitation on the nunber of shares of
Common  Stock which nay be included in the Registration Statenent because,
in such underwiter(s)' judgment, marketing or other factors dictate such
limtation is necessary to facilitate public distribution, then the Conpany
shall be obligated to include in such Registration Statenent only a linmted
portion of the Registrable Securities with respect to which the Investor
has requested inclusion hereunder, such portion to be determned as
hereinafter provided; provided that no portion of the equity securities
which the Conpany is offering for its own account shall be excluded;
provided, further that the Conpany shall be entitled to exclude Registrable
Securities to the extent necessary to avoid breaching obligations existing
prior to the date hereof to other stockhol ders of the Conpany. Subject to
the foregoing, the Conpany shall not exclude any Registrable Securities
unless the Conpany has first excluded all outstanding securities, the
hol ders of which are not entitled to inclusion of such securities in such
Regi stration Statement or are not entitled to pro rata inclusion wth the
Regi strable Securities, and, after giving effect to the inmmediately
precedi ng clause, any exclusion of Registrable Securities shall be nade pro
rata with holders of other securities having the right to include such
securities in the Registration Statement other than holders of securities
entitled to inclusion of their securities in such Registration Statenent by
reason of demand registration rights. The obligations of the Conpany under
this Section 2 may be waived by the Investor. |[If an offering in connection
with which the Investor is entitled to registration under this Section 2.
is an underwritten offering, then if the Investor's Registrable Securities
are included in such Registration Statenent the Investor shall, unless
ot herwi se agreed by the Conpany, offer and sell such Registrable Securities
in an underwritten offering using the sane underwriter or underwiters and,
subject to the provisions of this Agreenent, on the same terns and
conditions as other shares of Commobn Stock included in such underwitten
of fering.

3. OBLI GATI ONS OF THE COVPANY.

In connection with the registration of the Registrable Securities, the
Conpany shall have the follow ng obligations:

a. A Registration Statenment filed pursuant to this Agreenent (including
any anendnents or supplements thereto and prospectuses contained therein)
shall not contain any untrue statenent of a material fact or onit to state

a material fact required to be stated therein, or necessary to nake the
statenents therein, in light of the circunstances in which they were nuade,
not m sl eadi ng.

b. The Conpany shall prepare and file with the SEC such amendnents
(including post-effective amendnents) and suppl ements to the Registration
Statement and the prospectus used in connection with the Registration
Statement as may be necessary to keep the Registration Statement effective
at all times during the Registration Period, and, during the Registration
Period, conply wth the provisions of the 1933 Act with respect to the
disposition of all Registrable Securities of the Conpany covered by the
Registration Statement wuntil such tinme as all of such Regi strabl e
Securities have been disposed of in accordance with the intended nethods of
disposition by the seller or sellers thereof as set forth in the
Regi stration Statenent.

c. The Conpany shall furnish to the Investor if its Registrable
Securities are included in the Registration Statement and its |egal counsel
(i) promptly after the sane is prepared and publicly distributed, filed
with the SEC, or received by the Conpany, one copy of the Registration
Statenment and any anendnent thereto, each prelinmnary prospectus and
prospectus and each anendnent or supplenment thereto, and (ii) such nunber
of copies of a prospectus, including a prelimnary prospectus, and all
amendnments and suppl ements thereto and such other docunents as the Investor
may reasonably request in order to facilitate the disposition of the
Regi strabl e Securities owned by the Investor.

d. As pronptly as practicable after becoming aware of
such event, the Conpany shall notify the Investor of the happening of any
event, of which the Conpany has know edge, as a result of which the
prospectus included in the Registration Statement, as then in effect,
includes an wuntrue statement of a material fact or omission to state a
material fact required to be stated therein or necessary to neke the
statenents therein, in light of the circunstances under which they were
made, not nisleading, and use its best efforts pronptly to prepare a
supplenent or anendnment to the Registration Statenent to correct such
untrue statement or omi ssion, and deliver such nunber of copies of such



suppl enent or anendnent to the Investor as the Investor nmy reasonably
request.

e. The Conpany shall use its best efforts to prevent the
issuance of any stop order or other suspension of effectiveness of a
Regi stration Statenment, and, if such an order is issued, to obtain the
wi thdrawal of such order at the earliest possible nonent and to notify the
Investor if the Investor holds Registrable Securities being sold (or, in
the event of an underwitten offering, the managing underwiters) of the
i ssuance of such order and the resolution thereof.

f. The Company shall hold in confidence and not neke any disclosure
of information concerning the Investor provided to the Conpany unless (i)
the Conpany determ nes disclosure of such information is necessary to
comply with federal or state securities laws, (ii) the disclosure of such
information is necessary to avoid or correct a msstatenent or omission in
any Registration Statement, (iii) the release of such information is
ordered pursuant to a subpoena or other final, non-appeal able order from a
court or governnental body of conmpetent jurisdiction, or (iv) such
informati on has been made generally available to the public other than by
disclosure in violation of this or any other agreement. The Conpany agrees
that it shall, upon learning that disclosure of such information concerning
the Investor is sought in or by a court or governnental body of conpetent
jurisdiction or through other nmeans, give pronpt notice to the Investor and
allow the Investor, at the Investor's expense, to undertake appropriate
action to prevent disclosure of, or to obtain a protective order for, such
i nfornation.

g. The Conpany shall use its best efforts to cause all the
Regi strabl e Securities covered by the Registration Statement to be |isted
on the American Stock Exchange and on each additional national securities
exchange on which securities of the same class or series issued by the
Conpany are then listed, if any, if the listing of such Registrable
Securities is then permitted under the rules of such exchange.

h. The Conpany shall cooperate with the Investor if it holds
Regi strable Securities and the managi ng underwiter or underwiters, if
any, to facilitate the tinely preparation and delivery of certificates
representing the Registrable Securities to be offered pursuant to the
Regi stration Statenment and enable such certificates to be in such
denomi nations or anmpbunts, as the case nay be, as the managing underwiter
or underwiters, if any, or the Investor may reasonably request and
registered in such nanes as the nmanagi ng underwiter or underwiters, if
any, or the Investor may request.

4. OBLI GATI ONS OF THE | NVESTOR.

In connection with the registration of the Registrable Securities, the
I nvestor shall have the follow ng obligations:

a. It shall be a condition precedent to the obligations of the Conpany to
conplete the registration of Registrable Securities pursuant to this
Agreement that the Investor shall furnish to the Conpany such information
regarding itself, the Registrable Securities held by it and the intended
met hod of disposition of the Registrable Securities held by it as shall be
reasonabl y required to effect the registration of such Registrable
Securities and shall execute such docunents in connection wth such
registration as the Conpany may reasonably request. At least five (5) days
prior to the first anticipated filing date of the Registration Statenent,
the Conpany shall notify the Investor of the information the Conpany
requires from the Investor if the Investor elects to have any of the
Investor's Registrable Securities included in the Registration Statenent.

b. The Investor by the Investor's acceptance of the Registrable
Securities agrees to cooperate with the Conpany as reasonably requested by
the Conpany in connection with the preparation and filing of the
Regi stration Statenent hereunder, unless the Investor has notified the
Conpany in witing of the Investor's election to exclude all of the
Investor's Registrable Securities fromthe Registration Statenent.

c. The Investor agrees that, upon receipt of any notice fromthe Conpany
of the happening of any event of the kind described in Section 3(d) or
3(e), the Investor will immediately discontinue disposition of Registrable
Securities pursuant to the Registration Statenent covering such Registrable
Securities until the Investor's receipt of the copies of the supplenented
or anended prospectus contenplated by Section 3(d) or 3(e) and, if so
directed by the Conpany, the Investor shall deliver to the Conpany (at the
expense of the Conpany) or destroy (and deliver to the Conpany a
certificate of destruction) all copies in the Investor's possession, of the
prospectus covering such Registrable Securities current at the time of
recei pt of such notice.

d. The Investor nay not participate in any underwitten
registration hereunder wunless the Investor (i) agrees to sell t he



Investor's Registrable Securities on the basis provided in any underwiting
arrangenents, (ii) conpletes and executes all questionnaires, powers of
attorney, indemities, wunderwiting agreements and ot her docunent s
reasonably required wunder the terms of such underwiting arrangenments
(provided that all such agreenents and docunents shall be in substantially
the same form as those executed by the Conmpany and the other selling
st ockhol ders participating in such distribution), and (iii) agrees to pay
its pro rata share of all underwiting discounts and conm ssions.

e. The Investor shall give notice to the Conpany when it has
sold all of the Registrable Securities.

5. EXPENSES OF REGQ STRATI ON.

Al reasonable expenses, other than wunderwiting discounts and

commi ssions, incurred in connection wth registrations, filings or
qualifications pursuant to Sections 2 and 3, including, without limtation,
all registration, listing and qualifications fees, printers and accounting

fees, the fees and di sbursenents of counsel for the Conpany, shall be borne
by the Conpany. Not wi t hst andi ng the foregoing, the Investor shall be
responsible for all expenses, fees and di sbursements incurred by such
Investor or on such Investor's behalf, including all fees and disbursenments
of counsel to the Investor.

6. | NDEMNI FI CATI ON.

In the event any Registrable Securities are included in a Registration
St at ement under this Agreenent:

a. To the extent pernmitted by law, the Conmpany will indemify, hold
harm ess and defend (i) the Investor who holds such Registrable Securities,
and (ii) the directors, officers and each person who controls the Investor
within the neaning of the 1933 Act or the Securities Exchange Act of 1934,
as anended (the "1934 Act"), if any, (each, an "Indemified Person"),
against any |osses, clains, damages, liabilities or expenses (joint or
several) (collectively, "Cains") to which any of them may becone subject
insofar as such dainms (or actions or proceedings, whether commenced or
threatened, in respect thereof) arise out of or are based wupon: (i) any
untrue statenent or alleged untrue statenent of a naterial fact in a
Regi stration Statement or the omission or alleged omssion to state a
material fact therein required to be stated or necessary to make the
statenents therein not msleading, (ii) any untrue statement or alleged
untrue statenment of a material fact contained in any prelimnary prospectus
if wused prior to the effective date of such Registration Statenent, or
contained in the final prospectus (as anended or supplenented, iif the
Conpany files any anendnent thereof or supplenent thereto with the SEC) or
the omssion or alleged omssionto state therein any naterial fact
necessary to make the statements made therein, in [light of t he
circunstances under which the statenments therein were nmade, not nisleading,
or (iii) any violation or alleged violation by the Conpany of the 1933 Act,
the 1934 Act, any other law, including, without limtation, any state
securities law, or any rule or regulation thereunder relating to the offer
or sale of the Registrable Securities pursuant to a Registration Statenent
(the matters in the foregoing clauses (i) through (iii) bei ng,
collectively, "Violations"). Subject to the restrictions set forth in
Section 6(d) with respect to the nunber of |egal counsel, the Conpany shall
reinburse the Investor or controlling person, pronptly as such expenses are
incurred and are due and payable, for any legal fees or other reasonable
expenses incurred by themin connection with investigating or defending any
such daim Notwi thstanding anything to the contrary contained herein, the
i ndemmi fication agreenment contained in this Section 6(a): (i) shall not
apply to a Claimarising out of or based upon a Violation which occurs in
reliance upon and in conformity with information furnished in witing to
the Conpany by any Indemified Person expressly for use in connection with
the preparation of the Registration Statement or any such anendnent thereof
or supplenment thereto, if such prospectus was tinmely nade avail able by the
Conpany pursuant to Section 3(c) hereof; (ii) wth respect to any
prelimnary prospectus, shall not inure to the benefit of any such person
from whom the person asserting any such C aimpurchased the Registrable
Securities that are the subject thereof (or to the benefit of any person
controlling such person) if the untrue statement or omi ssion of naterial
fact contained in the prelimnary prospectus was corrected in t he
prospectus, as then amended or supplenented, if such prospectus was tinely
made avail able by the Conpany pursuant to Section 3(c) hereof; (iii) shall
not be available to the extent such daimis based on a failure of the
Investor to deliver or to cause to be delivered the prospectus nade
available by the Conpany; and (iv) shall not apply to anounts paid in
settlenment of any Caimif such settlenent is effected without the prior
witten consent of the Conpany, which consent shall not be unreasonably

wi t hhel d. Such indemity shall remain in full force and effect regardl ess
of any investigation nmade by or on behalf of the Indemified Person and
shall survive the transfer of the Registrable Securities by the Investor

pursuant to Section 9.



b. I'n connection with any Registration Statement in which the Investor is
participating, the Investor agrees to indemify, hold harnless and defend,
to the sane extent and in the sanme nanner set forth in Section 6(a), the
Conpany, each of its directors, each of its officers who signs the
Regi stration Statenent, each person, if any, who controls the Conpany
within the neaning of the 1933 Act or the 1934 Act, any underwiter and any
ot her stockhol der selling securities pursuant to the Registration Statenent
or any of its directors or officers or any person who controls such
st ockhol der or underwriter within the nmeaning of the 1933 Act or the 1934
Act (collectively and together with an i ndemified Person, an "Indemified
Party"), against any Claimto which any of them nay beconme subject, under
the 1933 Act, the 1934 Act or otherw se, insofar as such Caimarises out
of or is based upon any Violation, in each case to the extent (and only to
the extent) that such violation occurs in reliance upon and in confornmity
with witten information furnished to the Conpany by the Investor expressly
for use in connection with such Registration Statement or to the extent
such Caimis based upon any violation or alleged violation by the Investor
of the 1933 Act, 1934 Act or any other law, and the Investor wll reinburse
any |egal or other expenses reasonably incurred by themin connection with
investigating or defending any such daim provided, however, that the

indemmity agreement contained in this Section 6(b) shall not apply to
amounts paid in settlement of any Jaimif such settlement is effected
wi thout the prior witten consent of the Investor, which consent shall not

be unreasonably withheld; provided, further, however, that the Investor
shall be liable under this Section 6(b) for only that ambunt of a Claim as
does not exceed the net proceeds to the Investor as a result of the sale of
Regi strable Securities pursuant to such Registration Statenent. Such
indemmity shall remain in full force and effect regardless of any
investigation nmde by or on behalf of such Indemified Party and shall
survive the transfer of the Registrable Securities by the Investor pursuant
to Section 9. Notw thstanding anything to the contrary contained herein,
the indemification agreement contained in this Section 6(b) with respect
to any prelimnary prospectus shall not inure to the benefit of any
Indemified Party if the untrue statenent or omission of nmaterial fact
contained in the prelimnary prospectus was corrected on a tinmely basis in
the prospectus, as then anended or suppl enent ed.

c. The Conpany shall be entitled to receive indemities from
underwiters, selling brokers, dealer nanagers and simlar securities
industry professionals participating in any distribution, to the same
extent as provided above, with respect to information such persons so
furnished in witing by such persons expressly for inclusion in the
Regi stration Statenent.

d. Pronptly after receipt by an Indemified Person or Indemified Party
under this Section 6 of notice of the comrencenent of any action (including
any governmental action), such Indemified Person or Indemified Party
shall, if a daimin respect thereof is to nmade against any i ndemifying
party under this Section 6, deliver to the indemifying party a witten
notice of the comencenent thereof, and the indemifying party shall have
the right to participate in, and, to the extent the indemifying party so
desires, jointly with any other indemifying party simlarly noticed, to
assune control of the defense thereof with counsel nutually satisfactory to
the indemifying party and the | ndemified Person or the Indemified Party,
as the case nmy be; provided, however, that an Indemified Person or
Indemmified Party shall have the right to retain its own counsel wth the
fees and expenses to be paid by the indemifying party, if, in the
reasonable opinion of counsel retained by the indemifying party, the
representation by such counsel of the Indemified Person or |ndemified
Party and the indemifying party would be inappropriate due to actual or

potenti al differing interests between such |Indemified Per son or
Indemified Party and any other party represented by such counsel in such
proceedi ng. The failure to deliver witten notice to the indemifying

party within a reasonable tinme of the commrencenent of any such action shall
not relieve such indemifying party of any liability to the Indemified
Person or Indemified Party under this Section 6, except to the extent that
the indemifying party is prejudiced in its ability to defend such action.
The indemification required by this Section 6 shall be nade by periodic
paynments of the anount thereof during the course of the investigation or
def ense, as such expense, |oss, damage or liability is incurred and is due
and payabl e.

7. CONTRI BUTI ON.

To the extent any indemification by an indemifying party is
prohibited or limted by law, the indemifying party agrees to make the
maxi mum contribution wth respect to any anounts for which it would
otherwi se be |iable under Section 6 to the fullest extent permtted by |aw,
provi ded, however, that (i) no contribution shall be made under
ci rcunst ances wher e the maker would not have been liable for
indemi fication under the fault standards set forth in Section 6, (ii) no
seller of Registrable Securities guilty of fraudulent misrepresentation
(within the nmeaning of Section 11(f) of the 1933 Act) shall be entitled to
contribution fromany seller of Registrable Securities who was not guilty



of such fraudul ent misrepresentation, and (iii) contribution by any seller
of Registrable Securities shall be limted in ambunt to the net anopunt of
proceeds received by such seller from the sale of such Registrable
Securities.

8. REPORTS UNDER THE 1934 ACT

Wth a viewto making available to the Investor the benefits of Rule
144 pronul gated under the 1933 Act or any other simlar rule or regulation
of the SEC that may at any tine permt the Investor to sell securities of
the Conpany to the public without registration ("Rule 144"), the Conpany
agrees to:

a. make and keep public information available, as those terms are
under st ood and defined in Rule 144

b. file with the SECin a tinmely manner all reports and ot her documents
required of the Conpany under the 1933 Act and the 1934 Act so long as the
Conpany remains subject to such requirements (it being understood that
not hing herein shall lint the Conpany's obligations under Section 4(c) of
the Securities Purchase Agreenment) and the filing of such reports and other
docunents is required for the applicable provisions of Rule 144; and

c. furnish to the Investor so long as the Investor owns Registrable
Securities, pronptly upon request, (i) a witten statenent by the Conpany
that it has conplied with the reporting requirenents of Rule 144, the 1933
Act and the 1934 Act, (ii) a copy of the nost recent annual or quarterly
report of the Conmpany and such other reports and docurments so filed by the
Conpany, and (iii) such other informati on as may be reasonably requested to
permit the investors to sell such securities pursuant to Rule 144 without
regi stration

9. ASSI GNVENT OF REG STRATI ON RI GHTS,

The rights to have the Conpany register Registrable Securities
pursuant to this Agreement shall be automatically assignable by the
Investors to any transferee of all or any portion of Registrable Securities
if: (i) the Investor agrees in witing with the transferee or assignee to
assign such rights, and a copy of such agreenent is furnished to the
Conpany pronptly after such assignnent, (ii) the Conpany is, pronptly after
such transfer or assignment, furnished with witten notice of (a) the nanme
and address of such transferee or assignee, and (b) the securities wth
respect to which such registration rights are being transferred or
assigned, (iii) immediately followi ng such transfer or assignment the
further disposition of such securities by the transferee or assignee is
restricted under the 1933 Act and applicable state securities laws, (iv) at
or before the tine the Conpany receives the witten notice contenpl ated by
clause (ii) of this sentence the transferee or assignee agrees in witing
with the Conpany to be bound by all of the provisions contained herein, and
(v) such transfer shall have been nmade in accordance with the applicable
requirements of the Securities Purchase Agreenent, and applicable |aw,
including federal and state securities |aws.

10. AMENDMVENT OF REG STRATI ON RI GHTS,

Provisions of this Agreenent nmay be anended and the observance thereof
may be waived (either generally or in a particular instance and either
retroactively or prospectively), only with the witten consent of the
Conpany and the Investor. Any anendnment or waiver effected in accordance
with this Section 10 shall be binding upon the Investor and the Conpany

11. M SCELLANEQUS.

a. A person or entity is deened to be a holder of Registrable Securities
whenever such person or entity owns of record such Registrable Securities
If the Conpany receives conflicting instructions, notices or elections from
two or nore persons or entities with respect to the same Registrable
Securities, the Conpany shall act upon the basis of instructions, notice or
el ection received fromthe registered owner of such Registrable Securities

b. Any notices required or pernitted to be given under the terms of this

Agreenment shall be sent by registered or certified mail, return receipt
requested, or delivered personally or by courier and shall be effective
five days after being placed in the nail, if mailed, or upon receipt, if

del ivered personally or by courier, in each case addressed to a party. The
addresses for such communications shall be as set forth in the Securities
Purchase Agreenent or, in respect of any party, at such other address of

whi ch such party shall notify the other parties in witing

c. Failure of any party to exercise any right or renedy under this
Agreement or otherwi se, or delay by a party in exercising such right or
remedy, shall not operate as a waiver thereof

d. Thi s Agreenent shall be enforced, governed by and construed in



accordance wth the laws of the State of Florida applicable to agreenents

made and to be perforned entirely within such State. In the event that any
provision of this Agreenent is invalid or unenforceable wunder any
applicable statute or rule of law, then such provision shall be deened
inoperative to the extent that it may conflict therewith and shall be
deenmed nodified to conformw th such statute or rule of law. Any provision
hereof which nmay prove invalid or unenforceable under any law shall not

affect the validity or enforceability of any other provision hereof.

e. This Agreenment and the Securities Purchase Agreenment constitute the
entire agreement anong the parties hereto with respect to the subject
matter hereof and thereof. There are no restrictions, prom ses, warranties
or undertakings, other than those set forth or referred to herein and
t herein. This Agreenment and the Securities Purchase Agreement supersede
all prior agreenents and understandings anong the parties hereto wth
respect to the subject matter hereof and thereof.

f. Subject to the requirenents of Section 9 hereof, this Agreenent shall
inure to the benefit of and be binding upon the successors and assigns of
each of the parties hereto.

g. The headings in this Agreenent are for conveni ence of reference only
and shall not limt or otherw se affect the neaning hereof.

h. This Agreement nay be executed in two or nore identical
counterparts, each of which shall be deened an original but all of which
shal | constitute one and the sane agreenent. This Agreenent, once executed
by a party, nmay be delivered to the other party hereto by facsinle
transm ssion of a copy of this Agreenent bearing the signature of the party
so delivering this Agreenent.

i Each party shall do and perform or cause to be done and
perforned, all such further acts and things, and shall execute and deliver
all such other agreenents, certificates, instruments and docunments, as the
other party may reasonably request in order to carry out the intent and
acconplish the purposes of this Agreenent and the consummation of the
transactions contenpl ated hereby.

[ SI GNATURES APPEAR ON FOLLOW NG PAGE]
<PAGE>

IN WTNESS WHEREOF, the parties have caused this Registration Rights
Agreenment to be duly executed as of day and year first above witten.

" Company"

GALAXY NUTRI TI ONAL FOCDS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New
Chi ef Executive Oficer

" Buyer "

/sl Fred DelLuca

Fred DeLuca
Filename: ex1012-603.txt
Type: EX-10.12
Comment/Description: Securities Purchase

Agreement

(this header is not part of the document)

SECURI TI ES PURCHASE AGREEMENT

THI S SECURI TI ES PURCHASE AGREEMENT (this "Agreenent"), dated as of May



21, 2003, by and between Galaxy Nutritional Foods, |Inc., a Delaware
corporation, wth its principal place of business at 2441 Viscount Row,
O'lando, FL 32809 (the "Conpany"), and Apollo Capital Mnagenent G oup,
L.P., a Delaware limted partnership, with its principal place of business
at 645 18th Avenue, St. Petersburg, FL 33704 (the "Buyer").

PRELI M NARY STATEMENTS

A The Conpany has authorized the sale of a certain nunber of shares
of the Conpany's common stock, par value $0.01 per share (the "Commpn
Stock") on the terns and subject to the conditions set forth in this
Agr eement ;

B. The Conpany and Buyer are executing and delivering this Agreenent
in reliance wupon the exenption fromsecurities registration afforded by
Rul e 506 under Regulation D ("Regulation D') as pronul gated by the United
States Securities and Exchange Conmission (the "SEC') under the Securities
Act of 1933, as anmended (the "1933 Act");

C. Buyer wi shes to purchase, in the ambunts and upon the ternms and
conditions stated in this Agreenent, shares of Comon Stock;

D. Upon the closing of the transactions contenplated hereby, the
parties hereto will execute and deliver a Registration Rights Agreenent in
substantially the formattached hereto as Exhibit A (the "Registration
Rights Agreenent") pursuant to which the Conpany agrees to provide certain
registration rights wunder the 1933 Act and the rules and regulations
pronul gated thereunder, and applicable state securities |aws; and

E. The Conpany intends to enter into other agreenments substantially
in the form of this Agreenment and Registration Rights Agreement with
certain other buyers (the "Qther Buyers") and expect to the conplete the
sale of shares of Common Stock to them however, the Buyer's obligations
hereunder are not expressly conditioned on the purchase by any or all of
the Oher Buyers of the Common Stock that they nay agree to purchase from
t he Conpany.

NOW THEREFORE, in consideration of the premises and the nutual
covenants contained herein and other good and val uabl e consi deration, the
recei pt and sufficiency of which are hereby acknow edged, the Conmpany and
the Buyer hereby agree as follows:

1. PREAMBLES; PURCHASE AND SALE OF COVMON STCOCK; CLOSI NG

a. Prelimnary Statements. The above prelimnary statenents,
recitals, definitions, preanble and provisions are true and correct and are
incorporated herein as fully as if set forth herein.

b. Purchase of Common Stock. Subject to the terns and
conditions set forth in this Agreenent, the Conpany agrees to issue and
sell to Buyer, and Buyer agrees to purchase fromthe Conpany such nunber of
shares of Comon Stock (the "Securities") as shall be determined by
dividing the aggregate purchase price of $250,000 (the "Purchase Price") by
the per share purchase price (wWth any fractional shares being rounded up
to the next whole share). The per share purchase price shall be equal to
the |l esser of (x) 95%of the average of the closing bid price of the Common
Stock on the Principal Market (as defined below) (as reported by Bl oonberg
L.P.) for the Trading Days (as defined below) occurring during the thirty
(30) consecutive cal endar days ending on the cal endar day i nmediately prior
to the date of Closing (as defined below), or (y) $1.80. The term
"Principal Market" shall nmean the American Stock Exchange, the New York
Stock Exchange, the NASDAQ National Market, or the NASDAQ Snal | Cap Market,
whi chever is at the tine the principal trading exchange or market for the
Common St ock, based upon share volune, or if the Common Stock is not traded
on an exchange or market, the OTC Bulletin Board or its successor (as of
the date hereof the Principal Market is the American Stock Exchange). The
term "Trading Day" shall nean any day during which the Commopn Stock is
traded on the Principal Market. The consunmation of the transaction and
the payment of the Purchase Price shall occur at Cosing (as defined
bel ow) .

c. Escr ow. Wthin two (2) business days following Buyer's
execution of this Agreenment, Buyer shall deliver to Gbralter Bank, F.S.B.,
as escrow agent ("Escrow Agent"), an anount equal to the Purchase Price
(the "Escrow Anmpunt") by wire transfer of imediately available United
States Dollars in accordance with the instructions set forth in the Escrow
Agreement dated as of the date hereof by and anong the Conpany, Buyer and
Escrow Agent (the "Escrow Agreenent"). Escrow Agent shall hold and
di sburse the Escrow Ampunt in accordance with the ternms and conditions of
the Escrow Agreenent.

d. The Cosing. The closing ("Cosing") of the sale and
purchase of the Securities under this Agreement is contingent wupon the
Conpany's repaynent in full of the existing debt owed to (x) FINOVA Capital



Corporation pursuant to that «certain Security Agreement dated as of
Novenber 1, 1996, as anended, and (y) FINOVA Mezzanine Capital Inc.
pursuant to that certain Loan Agreenent dated as of Septenber 30, 1999, as
amended (the "FI NOVA Repaynent"). The FI NOVA Repaynent shall be subject to
and in accordance with the ternms of the Escrow Agreenent. The dosing
shall take place at the offices of Baker & Hostetler LLP, 200 South Orange
Avenue, Suite 2300, SunTrust Center, Ol ando, Florida 32801, as of the date
of the FINOVA Repaynent. The consummation of the transaction and the
paynent of the Purchase Price shall occur at dosing, as follows:

(i) Rel ease of Escrow Ampunt. Escrow Agent shall rel ease
the Escrow Anpunt as provided in the Escrow Agreenent.

(ii) Delivery of Stock Certificate(s). Against paynent to
the Conpany of the Purchase Price therefor, the Conpany shall direct its
stock transfer agent to deliver to Buyer one or nore stock certificates,
duly executed on behalf of the Conpany, representing the Securities being
purchased by Buyer, registered in the name of Buyer, such delivery to Buyer
to be made not later than five (5) business days after the O osing.

2. BUYER S REPRESENTATI ONS AND WARRANTI ES
Buyer represents and warrants to the Conpany that:

a. I nvest ment Purpose. The Securities are being acquired by
Buyer in good faith solely for its own account, for investnent purposes
only, and are not being purchased for resale, resyndication, distribution,
subdivision or fractionalization thereof; Buyer has no contract or
arrangenent with any person to sell, transfer or pledge to any person the
Securities or any part thereof, any interest therein or any rights thereto;
Buyer has no present plans to enter into any such contract or arrangenent;
and Buyer understands that as a result it nust bear the economc risk of
the investnent for an indefinite period of time because the Securities have
not been registered under the 1933 Act, and, therefore, cannot be sold
unl ess they are subsequently registered under the 1933 Act.

b. Accredited Investor Status. Buyer is an "accredited
investor"” as that termis defined in Rule 501(a) of Regulation D.

C. Reliance on Exenptions. Buyer understands that t he
Securities are being offered and sold to it under the exenption from the
registration requirements of the United States federal and state securities
laws and that the Conpany is relying upon the truth and accuracy of, and
Buyer's conpliance with, the representations, warranties, agreenents,
acknowl edgnments and understandi ngs of Buyer set forth herein in order to
determ ne the availability of such exenptions and the eligibility of Buyer
to acquire the Securities.

d. Informati on. Buyer understands and acknow edges that it is
purchasing the Securities w thout being furnished any offering literature,
prospectus or other materials other than copies of the SEC Docunents (as
defined hereinbelow), that this transaction has not been scrutinized by the
SEC or by any adm nistrative agency charged with the administration of the
securities laws of any state, that all documents, records and books,
pertaining to the Conpany, its business, finances and operations, and this
investment have been nmade available to Buyer, and its advisors and

representatives, including its attorney, its accountant and/ or its
purchaser representative, and that the books and records of the Conpany
will be available upon reasonable notice for inspection by Buyer during
reasonabl e business hours at the Conpany's principal place of business.
Buyer and its advisors and representatives, including its attorney, its

accountant and/or its purchaser representative, if any, have reviewed the
SEC Docunents and been afforded the opportunity to ask questions of the
Conpany and have received conplete and satisfactory answers to any such
inquiries. Buyer understands that its investnent in the Securities is
specul ative and involves a high degree of risk of |oss and that Buyer nmnust
be prepared to lose its entire investnment in the Conpany. Buyer has sought
such accounting, legal and tax advice, as it has considered necessary to an
informed investment decision with respect to its acquisition of the
Securities. Buyer, or Buyer together with its purchaser representative, if
any, have such know edge and experience in financial and business nmatters
that it and such representative are capable of evaluating the nerits and
risks of an investment in the Securities and of neking an informed
i nvest ment deci sion

e. CGovernnental Review. Buyer understands that no United
States federal or state agency or any other government or governnental
agency has approved or di sapproved or passed on or nade any recommendati on
or endorsenent of the Securities or the fairness or suitability of the
investment in the Securities, nor have such authorities passed upon or
endorsed the nerits of the offering of the Securities or the accuracy or
adequacy of any of the information provided by the Conpany to Buyer
regarding the Conpany, the Securities or any other matter, and that the
Conpany is relying on the truth and accuracy of the representations,



decl arations and warranties herein nmade by Buyer in offering the Securities
for sale to it without having first registered the same under the 1933 Act

f. Transfer or Resale. Buyer understands that, except as
provided in the Registration R ghts Agreenment, (i) the Securities have not
been and are not being registered under the 1933 Act or any state
securities laws, and may not be transferred unless (a) subsequently
regi stered thereunder, or (b) Buyer shall have provided the Conpany with a
statenent of the circunmstances surrounding the proposed disposition and
shall have delivered to the Conpany an opinion of counsel, reasonably
satisfactory in form scope and substance to the Conpany, to the effect (1)
that the Securities to be sold or transferred nay be sold or transferred
pursuant to an exenption from such registration and (2) that appropriate
action necessary for conpliance with the 1933 Act has been taken; (ii) any
sal e of such Securities made in reliance on Rule 144 pronul gated under the
1933 Act may be nade only in accordance with the terms of said Rule and
further, if said Rule is not applicable, any resale of such Securities
under circunmstances in which the seller (or the person through whom the
sale is nmade) nay be deened to be an underwiter (as that termis defined
in the 1933 Act) nmay require conpliance with some other exenption under the
1933 Act or the rules and regul ations of the SEC thereunder; and (iii)
neither the Conpany nor any other person is under any obligation to
regi ster such Securities under the 1933 Act or any state securities |aws or
to conply with the terns and conditions of any exenption thereunder.

g. Legends. Buyer understands that the stock certificates
representing the Securities shall bear a restrictive | egend in
substantially the following form (and a stop-transfer order shall be placed
agai nst transfer of such stock certificates)

THE  SECURI TIES REPRESENTED HEREBY HAVE NOT  BEEN
REG STERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED. THE SECURITIES HAVE BEEN ACQU RED FOR
I NVESTMENT AND MAY NOT BE RECFFERED, SOLD, TRANSFERRED,
PLEDGED, OR ASSI GNED | N THE ABSENCE OF (A) AN EFFECTI VE
REG STRATI ON  STATEMENT FOR THE SECURI TIES UNDER SAI D
ACT AND THE STATE SECURI TI ES ACT OR BLUE SKY ACT OF ANY
STATE HAVI NG JURI SDI CTI ON THERECF, OR (B) AN OPI NI ON OF
COUNSEL, REASONABLY SATI SFACTORY IN FORM  SCOPE AND
SUBSTANCE TO THE COVPANY, THAT REG STRATION 1S NOT
REQUI RED UNDER SAI D ACT OR THE SECURITIES ACT OR BLUE
SKY ACT OF ANY STATE HAVI NG JURI SDI CTI ON W TH RESPECT
THERETO.

h. Aut hori zation; Enforcenent. This Agreenent, the Escrow
Agreenment and the Regi stration R ghts Agreenent have been duly and validly
authori zed, executed and delivered on behalf of Buyer and are valid and
bi nding agreenents of Buyer enforceable in accordance with their terns,
subject as to enforceability to general principles of equity and to
bankruptcy, insolvency, noratorium and other simlar laws affecting the
enforcenent of creditors' rights generally

i Domicile. |If Buyer is an individual, Buyer is a resident
of, or if Buyer is an entity, Buyer's principal place of business is
located in, the State of Florida

j. Indemni fication. Buyer acknow edges that Buyer understands
the nmeani ng and | egal consequences of the representations and warranties in
this Section 2, and that the Conmpany has relied upon such representations
and warranties, and Buyer hereby agrees to indemify and hold harnml ess the
Conpany and its officers, directors, shar ehol der s, agents and
representatives from and against any and all clainms, denands, |osses
damages, expenses or liabilities (including attorneys' fees) due to or
arising out of, directly or indirectly, a breach of any  such
representations or warranties. Notw thstanding the foregoing, however, no
representation, warranty, acknow edgnent or agreenment made herein by Buyer
shall in any manner be deened to constitute a waiver of any rights granted
to such Buyer under federal or state securities |aws.

k. Short Position and Market Purchases. Buyer is not
purchasing the Securities for the purpose of covering any short position in
the Securities

3. REPRESENTATI ONS AND WARRANTI ES OF THE COMPANY
The Conpany represents and warrants to Buyer that:

a. Organi zation and Qualification. The Conpany is a
corporation duly organi zed and existing in good standing under the laws of
the State of Delaware, and has the requisite corporate power to own its
properties and to carry on its business as now being conducted. The
Conpany is duly qualified as a foreign corporation to do business and is in
good standing in every jurisdiction in which the nature of the business
conducted by it nakes such qualification necessary and where the failure so



to qualify would have a material adverse effect on the operations,
properties or financial condition of the Conpany taken as a whole (a
"Material Adverse Effect").

b. Aut hori zation; Enforcenent. (i) The Conpany has the
requisite corporate power and authority to enter into and perform this
Agreenment and the Registration R ghts Agreenent and to issue the Securities
in accordance with the terns hereof and thereof, (ii) the execution and
delivery of this Agreement and the Registration R ghts Agreement by the
Conpany and the consummation by it of the transactions contenplated hereby
have been duly authorized by the Conpany's Board of Directors and no
further consent or authorization of the Conpany, its Board of Directors, or
its stockholders is required, (iii) this Agreement and the Registration
Ri ghts Agreenent have been duly executed and delivered by the Conpany, and
(iv) this Agreenent and the Registration Rights Agreenent constitute the
valid and binding obligations of the Conpany enforceable against the
Conpany in accordance with its terns, except as such enforceability may be
limted by applicable bankruptcy, insolvency, reorganization, noratorium
liquidation or similar laws relating to, or affecting generally, the
enforcenent of creditors' rights and renedies or by other equitable
principles of general application.

c. Capi talization. As of the date of this Agreenent, the
aut hori zed capital stock of the Conpany consists of (i) 85,000,000 shares
of Common Stock of which 12,761,685 shares were issued and outstandi ng, and
(ii) 1,000,000 shares of preferred stock, $.01 par value, of which 200,000
shares have been designated "Series A Preferred Stock," 57,384 of which
were issued and outstanding. Al of such outstanding shares have been
validly issued and are fully paid and nonassessable. Except as set forth
in the SEC Docunents (as defined herein) or in Schedule 3.c. attached
hereto, as of the date of this Agreement (i) there are no outstanding
options, warrants, scrip, rights to subscribe to, calls or commtnments of
any character whatsoever relating to, or securities or rights convertible
into, any shares of capital stock of the Conpany, or arrangenments by which
the Conpany is or nmay becone bound to issue additional shares of capital
stock of the Conpany, and (ii) there are no agreenents or arrangenents
under which the Conpany is obligated to register the sale of any of its
securities under the 1933 Act other than agreenents wth respect to
securities which have been previously registered or are subject to current
registration statenents.

d. I ssuance of Securities. The Securities are duly authorized
and, upon issuance in accordance with the terns hereof, shall be validly
issued, fully paid and non-assessable, and free fromall taxes, liens and

charges with respect to the issue thereof.

e. No Conflicts. The execution, delivery and perfornmance of
this Agreenent by the Conpany and the consummation by the Conpany of the
transactions contenplated hereby will not (i) result in any violation of
the Conpany's Certificate of Incorporation, as anended, as in effect on the
date hereof ("Certificate of Incorporation") or the Conpany's Bylaws, as in
effect on the date hereof (the "Bylaws") or (ii) conflict wth, or
constitute a default (or an event which with notice or lapse of tinme or
both would becone a default) under, or give to others any rights of
termnation, anendnent, acceleration or cancellation of, any agreenent,
indenture or instrument to which the Conpany is a party, or result in a
violation of any law, rule, regulation, order, judgnent or decree
(including federal and state securities |laws and regul ations) applicable to
the Conpany or by which any property or asset of the Conpany is bound or
affected (except for such conflicts, defaults, terminations, anendnents,
accel erations, cancellations and violations as would not, individually or
in the aggregate, have a Material Adverse Effect). The business of the
Conpany is not being conducted in violation of any law, ordinance,
regul ati on of any governnental entity, except for possible violations which
either singly or in the aggregate do not have a Material Adverse Effect.
Except as required under the 1933 Act and any applicable state securities
laws, the Conpany is not required to obtain any consent, authorization or
order of, or nmake any filing or registration wth, any court or
governnental agency in order for it to execute, deliver or perform any of
its obligations under this Agreenent in accordance with the terns hereof.

f. Common Stock. The Conpany has registered its Conmobn Stock
pursuant to Section 12(b) or (g) of the 1934 Act (as defined below) and is
in full conpliance with all reporting requirenents of the 1934 Act, and the
Conpany is in conpliance with all requirenents for the continued listing or
quotation of its Common Stock, and such Common Stock is currently listed or
quoted on, the Principal Market. As of the date hereof, the Principal
Market is the American Stock Exchange, and except as set forth in the SEC
Docunents, the Conpany has not received any notice regarding, and to its
know edge there is no threat of, the termi nation or discontinuance of the
eligibility of the Common Stock for such posting or listing.

g. SEC Docunents, Financial Statenents. During the Conpany's
last two (2) fiscal years, the Conpany has filed all reports, schedules,



forms, statenents and other docunments required to be filed by it with the
SEC pursuant to the reporting requirenments of the Securities Exchange Act
of 1934, as anmended (the "1934 Act") (all of the foregoing filed prior to
the date hereof and all exhibits included therein and financial statements
and schedul es thereto and docunents (other than exhibits) incorporated by
reference therein, being hereinafter referred to herein as the "SEC

Docunents"). The Conpany has delivered to Buyer true and conplete copies
of the SEC Docunents, except for such exhibits, schedul es and incorporated
docunent s. As of their respective dates, subject to, wth respect to

certain SEC Docunents, the filing of an anendnent to such SEC Docunents,
the SEC Docunents conplied in all naterial respects with the requirenments
of the 1934 Act and the rules and regul ations of the SEC pronulgated
thereunder applicable to the SEC Docunents, and none of the SEC Docunents,
at the time they were filed with the SEC, contained any untrue statenent of
a material fact or onmtted to state a material fact required to be stated
therein or necessary in order to nmake the statenents therein, in light of
the circunstances under which they were made, not nisleading. As of their
respective dates, the financial statements of the Conpany included in the
SEC Docunents conplied as to formin all material respects with applicable
accounting requirenents and the published rules and regul ations of the SEC
with respect thereto. Such financial statements have been prepared in
accordance w th generally accepted accounting principles, consistently
applied, during the periods involved (except (i) as may be otherw se
indicated in such financial statenents or the notes thereto, or (ii) in the
case of wunaudited interimstatenents, to the extent they may exclude
footnotes or nmay be condensed or summary statenments) and fairly present in
all material respects the financial position of the Conpany as of the dates
thereof and the results of its operations and cash flows for the periods
then ended (subject, in the case of unaudited statenents, to normal year-
end audit adjustnents). No other information provided by or on behalf of
the Conpany to Buyer and referred to in Section 2(d) of this Agreenent
contains any untrue statenment of a material fact or omits to state any
material fact necessary in order to nmake the statements therein, in the
light of the circunstance under which they are or were nmade, not
m sl eadi ng.

h. No Material Adverse Change. Since Decenber 31, 2002, there
has not been any material adverse change in the Conpany's business, results
of operations, or financial condition, other than changes resulting from
general economc conditions or general econonic trends, except as reflected
in the SEC Docunents filed at least five (5) days prior to the date hereof.

i Absence of Litigation. Except as disclosed in the SEC
Docunments, there is no action, suit, proceeding, inquiry or investigation
before or by any court, public board or body pending or, to the know edge
of the Conpany, threatened agai nst the Conpany, wherein an unfavorable
decision, ruling or finding would have a Material Adverse Effect or which
woul d adversely affect the validity or enforceability of, or the authority
or ability of the Conpany to performits obligations under, this Agreenent
or any of the docunents contenpl ated herein.

4. COVENANTS

a. Form D. The Conpany agrees to file a FormD with respect to
the Securities as required under Regulation D and to provide a copy thereof
to Buyer pronptly after such filing.

b. Reporting Status. Until the earlier of (i) the date as of
which Buyer may sell all the Securities without restriction pursuant to
Rul e 144(k) promul gated under the 1933 Act, or (ii) the date on which Buyer
has sold all of the Securities, the Conpany shall file all reports required
to be filed with the SEC pursuant to the 1934 Act, and the Conpany shall
not termnate its status as an issuer required to file reports wunder the
1934 Act even if the 1934 Act or the rules and regul ations thereunder woul d
permit such termination. Buyer shall give notice to the Conpany when it
has sold all of the Securities.

c. Listing of Securities. The Conpany shall cause the
Securities to be listed on the Principal Market prior to the C osing.

5. TRANSFER AGENT | NSTRUCTI ONS

Buyer acknow edges that the Securities shall be "restricted"
securities, that the Stock Certificates shall bear the restrictive |egend
specified in Section 2(g) of this Agreenent, and that stop-transfer
instructions have been given by the Conpany to its transfer agent wth
respect to the Securities. |If Buyer provides the Conmpany with an opinion
of counsel, reasonably satisfactory in form scope and substance to the
Conpany, that registration of a resale by Buyer of any of the Securities is
not required under the 1933 Act or any applicable state securities or blue
sky laws, the Conpany shall pernit the transfer and pronptly instruct its
transfer agent to issue one or nore certificates in such nane and in such
denonmi nations as specified by Buyer.



6. TERM NATI ON
a. Termination. This Agreenent may be terminated as follows:

(i) at any time prior to Cosing, by mutual witten consent
of all of the parties to this Agreenment, whereupon Buyer and the Conpany
shall deliver to Escrow Agent joint witten instructions to rel ease the
Escrow Amount to Buyer;

(ii) at any time after July 15, 2003, by Buyer, if the
Cl osing has not been effected on or prior to such date and if Buyer is not
then in breach of any termof this Agreenent, pursuant to witten notice by
Buyer to the Conpany and the Escrow Agent; or

(iii) at any time after July 15, 2003, by the Conpany,
if the Cosing has not been effected on or prior to such date, if the
Conpany is not then in breach of any termof this Agreenent, pursuant to
witten notice by the Conpany to Buyer and the Escrow Agent.

b. Effect of Termination. Al obligations of the parties
hereunder shall cease wupon any termnation pursuant to Section 6. a.,
provi ded, however, that the provisions of Sections 6.c. and 7 hereof shall
survive any termnation of this Agreement.

c. Treatment of Escrow Anpunt Upon Ternination. If this
Agreenment is termnated pursuant to its terns, the Escrow Anount shall be
treated as set forth in the Escrow Agreenent.

7. GOVERNI NG LAW M SCELLANEQUS

a. CGoverning Law. This Agreenent shall be governed by and
interpreted in accordance with the laws of the State of Florida wthout
regard to the principles of conflict of |aws.

b. Counterparts. This Agreement may be executed in two or nore
identical counterparts, all of which shall be considered one and the sane
agreenent and shall beconme effective when counterparts have been signed by
each party and delivered to the other party. |In the event any signature
page is delivered by facsinmle transnission, the party using such neans of
delivery shall cause three (3) additional original executed signature pages
to be physically delivered to the other party within five (5) days of the
execution and delivery hereof.

c. Headi ngs. The headings of this Agreenent are for
convenience of reference and shall not form part of, or affect the
interpretation of, this Agreenent.

d. Severability. [|f any provision of this Agreenent shall be
invalid or unenforceable in any jurisdiction, such invalidity or
unenforceability shall not affect the validity or enforceability of the
remai nder of this Agreenent or the validity or enforceability of this
Agreement in any other jurisdiction.

e. Entire Agreenent; Amendnents. This Agreement and the
instrunents referenced herein contain the entire wunderstanding of the
parties with respect to the natters covered herein and therein and, except
as specifically set forth herein or therein, neither the Conmpany nor any
Buyer nmkes any representation, warranty, covenant or undertaking wth
respect to such matters. No provision of this Agreement may be waived or
amended other than by an instrunment in witing signed by the party to be
charged with enforcenent.

f. Not i ces. Any notices required or permtted to be given
under the terns of this Agreement shall be sent by nmil or delivered
personally or by courier and shall be effective five days after being
placed in the mail, if mailed, certified or registered, return receipt

requested, or upon receipt, if delivered personally or by courier, in each
case addressed to a party. The addresses for such comunications shall be:

If to the Conpany: Galaxy Nutritional Foods, Inc.
2441 Viscount Row
Ol ando, FL 32809
Tel ephone: (407) 855-5500
Tel ecopy: (407) 855-1099
Attention: M. Christopher J. New

Wth a copy to: Baker & Hostetler LLP
200 Sout h Orange Avenue
Ol ando, FL 32801
Tel ephone: (407) 649-4000
Tel ecopy: (407) 841-0168
Attention: Jeffrey E. Decker, Esq.

If to Buyer: Apol 1 o Capital Managenment Group, L.P.



645 18th Avenue

St. Petersburg, FL 33704
Tel ephone: (727) 895-5005
Tel ecopy: (727) 896-8514
Attention: Kyle Krueger

Each party shall provide notice to the other party of any change in
addr ess.

g. Successors and Assigns. This Agreenent shall be binding
upon and inure to the benefit of the parties and their successors and
assigns. Neither the Conmpany nor Buyer shall assign this Agreenent or any
rights or obligations hereunder without the prior witten consent of the
other (which consent may be withheld for any reason in the sole discretion
of the party from whom consent is sought).

h. Third Party Beneficiaries. This Agreement is intended for
the benefit of the parties hereto and their respective permtted successors
and assigns, and is not for the benefit of, nor may any provision hereof be
enforced by, any other person.

i Survival. The representations and warranties of the Buyer
and the Conpany contained in Sections 2 and 3, respectively, shall survive
the Cosing for a period of one (1) year thereafter, provided however that
the representations and warranties of Buyer contained in Sections 2. a.,
2.b. and 2.h. shall survive the Cosing indefinitely.

k. Publicity. The Conpany and Buyer shall have the right to
approve before issuance any press rel eases or any other public statenments
with respect to the transactions contenplated hereby; provided, however,
that the Conpany shall be entitled, without the prior approval of Buyer, to
make any press release with respect to such transactions as the Conpany
determines is required by applicable | aw and regul ati ons.

I Further Assurances. Each party shall do and perform or
cause to be done and perforned, all such further acts and things, and shall
execute and deliver all such other agreenments, certificates, instrunents
and docunents, as the other party nmay reasonably request in order to carry
out the intent and acconplish the purposes of this Agreement and the
consummation of the transactions contenplated hereby.

m Expenses. Subject to a maxi num of $5,000.00, the Conpany
shall pay the reasonabl e fees, expenses and di shursenents of Buyer's | egal
counsel arising in connection with the negotiation, execution and

consummation of this Agreenent, the Escrow Agreenent, the Registration
Ri ghts Agreenent and the agreenents and transactions contenplated by such
agreenent s.

[ SI GNATURES APPEAR ON FOLLOW NG PAGE]
I N WTNESS WHEREOF, Buyer and the Conpany have caused this Securities
Purchase Agreenment to be duly executed as of the date first witten above.

" Conpany"

GALAXY NUTRI TI ONAL FOCDS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New
Chi ef Executive Oficer

" Buyer "

APOLLO CAPI TAL MANAGEMENT GROUP, L.P.

By: /s/ Kyle Krueger

Kyl e Krueger
Managi ng General Partner
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REG STRATI ON RI GHTS AGREEMENT

REG STRATI ON RI GHTS AGREEMENT (this "Agreenent"), dated as of May
21, 2003, by and between Galaxy Nutritional Foods, Inc., a Delaware
corporation, wth headquarters located at 2441 Viscount Road, Olando,
Fl ori da 32809 (the "Conpany"), and Apollo Capital Mnagement Goup, L.P., a
Del aware linmted partnership, with its principal place of business at 645
18th Avenue, St. Petersburg, FL 33704 (the "Buyer").

PRELI M NARY STATEMENTS

A In connection wth the Securities Purchase Agreement by and
between the parties of even date herewith (the "Securities Purchase
Agreenment"), the Conpany has agreed, upon the terns and subject to the
conditions of the Securities Purchase Agreenent, to issue and sell to the
Buyer shares of the Conpany's common stock, par value $0.01 per share (the
"Common St ock"); and

B. To induce the Buyer to execute and deliver the Securities
Purchase Agreenent, the Conpany has agreed to provide certain registration
rights under the Securities Act of 1933, as anmended, and the rules and
regul ati ons thereunder, or any simlar successor statute (collectively, the
"1933 Act"), and applicable state securities |aws.

NOW THEREFORE, in consideration of the prenmises and the nutual
covenants contained herein and other good and val uabl e consideration, the
recei pt and sufficiency of which are hereby acknow edged, the Conpany and
the Buyer hereby agree as follows:

1. DEFI NI TI ONS.

a. As used in this Agreenment, the following terms shall have the
foll owi ng neani ngs:

(i) "I nvestor" means the Buyer and any transferee or
assignee thereof who agrees to becone bound by the provisions of this
Agreenment in accordance with Section 9 hereof.

(ii) "register," "registered,” and "registration" refer to a
registration effected by preparing and filing a Registration Statenent or
Statements in conpliance with the 1933 Act and pursuant to Rule 415 under
the 1933 Act or any successor rule providing for offering securities on a
continuous basis ("Rule 415"), and the declaration or ordering of
ef fecti veness of such Registration Statenent by the United States
Securities and Exchange Commission (the "SEC').

(iii) "Regi strabl e Securities" nmeans the Securities (as
defined in the Securities Purchase Agreenent).

(iv) "Registration Period" neans the period conmrencing on
the date on which the Registration Statement filed pursuant to this
Agreement is declared effective by the SEC and expiring on the date that
(A) the Investor nmay sell all of the Registrable Securities without
restriction pursuant to Rule 144(k) pronul gated under the 1933 Act, or (B)
the Investor has sold all of the Registrable Securities.

(v) "Registration Statement" neans a registration statenent
of the Conpany under the 1933 Act.

b. Capitalized terns used herein and not otherw se defined
herein shall have the respective neanings set forth in the Securities
Purchase Agreenent.

2. REG STRATI ON RI GHTS.

a. Mandat ory Regi stration. The Conpany shall prepare and file with the
SEC a Registration Statement on FormS-3 (or, if such formis unavail able
for such a registration, on such other formas is available for such a
registration) covering the resale of the Registrable Securities. The
Regi stration Statenment (and each anmendnent or suppl enent thereto) shall be
provided to the Buyer and its counsel no later than five business days
prior to its filing or other subm ssion, and shall be subject to approval
by Buyer and its counsel within such five business day period, such
approval not to be wunreasonably w thheld. The Conpany wll wuse its
reasonabl e efforts to cause such Registration Statenent to becone effective



as pronptly as practicable but not |ater than 180 days after Cosing, as
defi ned in the Securities Purchase Agreenent (the "Effective Dat e
Deadl ine")). The Conpany shall notify the Investor in witing by facsinle
transm ssion or enmil notice that such Registration Statenent has been
decl ared effective by the SEC pronptly follow ng the Conpany becom ng aware
of such declaration by the SEC

b. Regi stration Default. |f the Registration Statenent
covering the Registrable Securities required to be filed by the Conpany
pursuant to Section 2.a. is not declared effective by the SEC by the
Effective Date Deadline, then the Conpany shall nake the paynents to the
Investor as provided in the next sentence as |iquidated damages and not as
a penalty. The anpunt to be paid by the Conpany to the Investor shall be
determ ned as of each Conputation Date (as defined below), and such amount
shal |l be equal to 2.5% (the "Liquidated Danage Rate") of the product of (i)
the per share purchase price of the Securities under the Securities
Purchase Agreenent and (ii) the nunber of shares of Registrable Securities
then held by the Investor, for the period fromthe Effective Date Deadline
to the first Conputation Date, and for each 30-day period of any subsequent
Conput ati on Dates thereafter, in each case calculated on a pro rata basis
to the date on which the Registration Statement is declared effective by
the SEC (the "Periodic Amount"). The full Periodic Ambunt shall be paid by
the Conpany to the Investor by wire transfer of immediately avail able funds
within three business days after each Conputation Date or three business
days after the date on which the Registration Statenent is declared
effective by the SEC, whichever occurs earlier.

As used in this Section 2.b., "Conputation Date" neans the date which
is 30 days after the Effective Date Deadline and, if the Registration
Statement to be filed by the Conpany pursuant to Section 2(a) has not
theretof ore been declared effective by the SEC, each date which is 30 days
after the previous Conputation Date until such Registration Statement is so
decl ared effective.

c. Pi ggy- Back Registrations. |If at any time prior to filing a
Regi stration Statenent under this Agreenent, the Conpany shall file wth
the SEC a Registration Statenent relating to an offering for its own
account or the account of others under the 1933 Act of any of its equity
securities (other than on Form S-4 or Form S-8 or their then equivalents
relating to equity securities to be issued solely in connection wth any
acquisition of any entity or business or equity securities issuable in
connection with stock option or other enployee benefit plans), the Conpany
shall send to the Investor who is entitled to registration rights wunder
this Section 2 witten notice of the intended filing of such Registration
Staterment and, if within twenty (20) days after recei pt of such notice, the
Investor shall so request in witing, the Conpany shall include in such
Regi stration Statenment all or any part of the Registrable Securities the
Investor requests to be registered, except that if, in connection with any
underwitten public offering for the account of the Conpany the nanaging
underwriter(s) thereof shall inpose a limtation on the nunber of shares of
Common Stock which may be included in the Registration Statenment because,
in such underwiter(s)' judgnent, marketing or other factors dictate such
limtation is necessary to facilitate public distribution, then the Conpany
shall be obligated to include in such Registration Statenment only a limted
portion of the Registrable Securities with respect to which the Investor
has requested inclusion hereunder, such portion to be determned as
hereinafter provided; provided that no portion of the equity securities
which the Conpany is offering for its own account shall be excluded;
provi ded, further that the Conmpany shall be entitled to exclude Registrable
Securities to the extent necessary to avoid breaching obligations existing
prior to the date hereof to other stockholders of the Conpany. Subject to
the foregoing, the Conpany shall not exclude any Registrable Securities
unless the Conpany has first excluded all outstanding securities, the
hol ders of which are not entitled to inclusion of such securities in such
Regi stration Statement or are not entitled to pro rata inclusion wth the
Regi strable Securities, and, after giving effect to the inmmediately
precedi ng cl ause, any exclusion of Registrable Securities shall be nade pro
rata with holders of other securities having the right to include such
securities in the Registration Statement other than hol ders of securities
entitled to inclusion of their securities in such Registration Statenent by
reason of demand registration rights. The obligations of the Conpany under
this Section 2 may be waived by the Investor. |If an offering in connection
with which the Investor is entitled to registration under this Section 2.
is an underwitten offering, then if the Investor's Registrable Securities
are included in such Registration Statenment the Investor shall, unless
ot herwi se agreed by the Conpany, offer and sell such Registrable Securities
in an underwritten offering using the same underwriter or underwiters and,
subject to the provisions of this Agreenent, on the same terns and
conditions as other shares of Commobn Stock included in such underwitten
of fering.

3. OBLI GATI ONS OF THE COVPANY.

In connection with the registration of the Registrable Securities, the



Conpany shall have the follow ng obligations:

a. A Registration Statenent filed pursuant to this Agreenent (including
any anendnments or supplements thereto and prospectuses contained therein)
shall not contain any untrue statenent of a material fact or onit to state

a material fact required to be stated therein, or necessary to nake the
statenents therein, in light of the circunstances in which they were made,
not mi sl eadi ng.

b. The Conpany shall prepare and file with the SEC such anendnents
(including post-effective amendnents) and supplements to the Registration
Statement and the prospectus used in connection with the Registration
Statenment as nmay be necessary to keep the Registration Statenment effective
at all tinmes during the Registration Period, and, during the Registration
Period, conply wth the provisions of the 1933 Act with respect to the
disposition of all Registrable Securities of the Conpany covered by the
Regi stration Statenent wuntil such time as all of such Regi strabl e
Securities have been disposed of in accordance with the intended nethods of
disposition by the seller or sellers thereof as set forth in the
Regi stration Statenent.

c. The Conpany shall furnish to the Investor if its Registrable
Securities are included in the Registration Statement and its |egal counsel
(i) pronptly after the same is prepared and publicly distributed, filed
with the SEC, or received by the Conpany, one copy of the Registration
Statement and any anendnent thereto, each prelimnary prospectus and
prospectus and each amendnent or supplenent thereto, and (ii) such nunber
of copies of a prospectus, including a prelimnary prospectus, and all
amendnents and suppl ements thereto and such other docunents as the Investor
may reasonably request in order to facilitate the disposition of the
Regi strabl e Securities owned by the Investor.

d. As pronptly as practicable after becoming aware of
such event, the Conpany shall notify the Investor of the happening of any
event, of which the Conpany has know edge, as a result of which the
prospectus included in the Registration Statenent, as then in effect,
includes an wuntrue statenent of a material fact or omssion to state a
material fact required to be stated therein or necessary to make the
statenents therein, in light of the circunstances under which they were
made, not msleading, and use its best efforts pronptly to prepare a
supplenent or anendnment to the Registration Statenment to correct such
untrue statenent or omi ssion, and deliver such nunber of copies of such
supplenent or anendnent to the Investor as the Investor nmmy reasonably
request .

e. The Conpany shall use its best efforts to prevent the
issuance of any stop order or other suspension of effectiveness of a
Regi stration Statenent, and, if such an order is issued, to obtain the
wi t hdrawal of such order at the earliest possible nonent and to notify the
Investor if the Investor holds Registrable Securities being sold (or, in
the event of an underwitten offering, the managing underwriters) of the
i ssuance of such order and the resol ution thereof.

f. The Conpany shall hold in confidence and not nake any disclosure
of information concerning the Investor provided to the Conpany unless (i)
the Conpany deternines disclosure of such information is necessary to
conply wth federal or state securities laws, (ii) the disclosure of such
information is necessary to avoid or correct a misstatenent or omission in
any Registration Statement, (iii) the release of such infornmation is
ordered pursuant to a subpoena or other final, non-appeal able order from a
court or governnental body of conpetent jurisdiction, or (iv) such
information has been nade generally available to the public other than by
disclosure in violation of this or any other agreement. The Conpany agrees
that it shall, upon |learning that disclosure of such information concerning
the Investor is sought in or by a court or governnental body of conpetent
jurisdiction or through other means, give pronpt notice to the |Investor and
allow the Investor, at the Investor's expense, to undertake appropriate
action to prevent disclosure of, or to obtain a protective order for, such
information

. The Conpany shall use its best efforts to cause all the
Regi strabl e Securities covered by the Registration Statement to be listed
on the American Stock Exchange and on each additional national securities
exchange on which securities of the sane class or series issued by the
Conpany are then listed, if any, if the listing of such Registrable
Securities is then permtted under the rules of such exchange.

h. The Conpany shall cooperate with the Investor if it holds
Regi strable Securities and the managing underwiter or underwiters, if
any, to facilitate the tinmely preparation and delivery of certificates
representing the Registrable Securities to be offered pursuant to the
Regi stration Statenent and enable such certificates to be in such
denonmi nations or amounts, as the case nay be, as the managing underwriter
or underwiters, if any, or the Investor may reasonably request and



registered in such names as the managi ng underwriter or underwiters, if
any, or the Investor may request.

4. OBLI GATI ONS OF THE | NVESTOR.

In connection with the registration of the Registrable Securities, the
Investor shall have the follow ng obligations:

a. It shall be a condition precedent to the obligations of the Conpany to
conplete the registration of Registrable Securities pursuant to this
Agreement that the Investor shall furnish to the Conpany such information
regarding itself, the Registrable Securities held by it and the intended

net hod of disposition of the Registrable Securities held by it as shall be
reasonabl y required to effect the registration of such Registrable
Securities and shall execute such docunents in connection with such

registration as the Conpany may reasonably request. At least five (5) days
prior to the first anticipated filing date of the Registration Statenent,
the Conpany shall notify the Investor of the information the Conpany
requires from the |Investor if the Investor elects to have any of the
Investor's Registrable Securities included in the Registration Statenent.

b. The Investor by the Investor's acceptance of the Registrable
Securities agrees to cooperate with the Conpany as reasonably requested by
t he Conpany in connection with the preparation and filing of the
Regi stration Statenment hereunder, unless the Investor has notified the
Conpany in witing of the Investor's election to exclude all of the
Investor's Registrable Securities fromthe Registration Statenent.

c. The Investor agrees that, upon receipt of any notice fromthe Conpany
of the happening of any event of the kind described in Section 3(d) or
3(e), the Investor will imediately discontinue disposition of Registrable
Securities pursuant to the Registration Statement covering such Registrable
Securities wuntil the Investor's receipt of the copies of the supplenented
or anended prospectus contenplated by Section 3(d) or 3(e) and, if so
directed by the Conpany, the Investor shall deliver to the Conpany (at the
expense of the Conpany) or destroy (and deliver to the Conpany a
certificate of destruction) all copies in the Investor's possession, of the
prospectus covering such Registrable Securities current at the tine of
recei pt of such notice.

d. The Investor nmay not participate in any underwitten
registration hereunder wunless the Investor (i) agrees to sell t he
Investor's Registrable Securities on the basis provided in any underwiting
arrangenents, (ii) conpletes and executes all questionnaires, powers of
attorney, indemities, underwiting agreenents and ot her docunent s
reasonably required wunder the terms of such underwiting arrangenents
(provided that all such agreenents and docunments shall be in substantially
the sanme form as those executed by the Conpany and the other selling
st ockhol ders participating in such distribution), and (iii) agrees to pay
its pro rata share of all underwiting discounts and conmi ssions.

e. The Investor shall give notice to the Conpany when it has
sold all of the Registrable Securities.

5. EXPENSES OF REGQ STRATI ON.

Al reasonable expenses, other than wunderwiting discounts and

commi ssions, incurred in connection wth registrations, filings or
qual ifications pursuant to Sections 2 and 3, including, without limtation,
all registration, listing and qualifications fees, printers and accounting

fees, the fees and di sbursenents of counsel for the Conpany, shall be borne
by the Conpany. Notwi t hst andi ng the foregoing, the Investor shall be
responsible for all expenses, fees and disbursements incurred by such
Investor or on such Investor's behalf, including all fees and disbursenments
of counsel to the Investor.

6. | NDEMNI FI CATI ON.

In the event any Registrable Securities are included in a Registration
St at ement under this Agreement:

a. To the extent pernmitted by law, the Conmpany will indemify, hold
harm ess and defend (i) the Investor who hol ds such Registrable Securities,
and (ii) the directors, officers and each person who controls the Investor
wi thin the neaning of the 1933 Act or the Securities Exchange Act of 1934,
as anended (the "1934 Act"), if any, (each, an "Indemified Person"),
against any |osses, clains, danages, liabilities or expenses (joint or
several) (collectively, "Clains") to which any of them may becone subject
insofar as such dains (or actions or proceedi ngs, whether conmmenced or
threatened, in respect thereof) arise out of or are based wupon: (i) any
untrue statement or alleged untrue statenent of a material fact in a
Regi stration Statenent or the om ssion or alleged omssion to state a
material fact therein required to be stated or necessary to make the
statenents therein not msleading, (ii) any untrue statement or alleged



untrue statenent of a material fact contained in any prelimnary prospectus
if used prior to the effective date of such Registration Statement, or
contained in the final prospectus (as anmended or supplenented, if the
Conpany files any anendnent thereof or supplenent thereto with the SEC) or
the omssion or alleged omssionto state therein any naterial fact
necessary to neke the statements mnmade therein, in [light of t he
circunstances under which the statenents therein were nade, not misleading,
or (iii) any violation or alleged violation by the Conpany of the 1933 Act,
the 1934 Act, any other law, including, without limtation, any state
securities law, or any rule or regulation thereunder relating to the offer
or sale of the Registrable Securities pursuant to a Registration Statenent
(the matters in the foregoing clauses (i) through (iii) bei ng,
collectively, "Violations"). Subject to the restrictions set forth in
Section 6(d) with respect to the nunber of |egal counsel, the Conpany shall
rei nburse the Investor or controlling person, pronptly as such expenses are
incurred and are due and payable, for any legal fees or other reasonable
expenses incurred by themin connection with investigating or defending any
such Caim Notwi thstanding anything to the contrary contained herein, the
indemification agreenent contained in this Section 6(a): (i) shall not
apply to a Claimarising out of or based upon a Violation which occurs in
reliance wupon and in conformty with information furnished in witing to
the Conpany by any Indemified Person expressly for use in connection with
the preparation of the Registration Statement or any such anmendnent thereof
or supplenment thereto, if such prospectus was tinmely nade avail able by the
Conpany pursuant to Section 3(c) hereof; (ii) wth respect to any
prelimnary prospectus, shall not inure to the benefit of any such person
from whom the person asserting any such O aimpurchased the Registrable
Securities that are the subject thereof (or to the benefit of any person
controlling such person) if the untrue statement or omission of nmaterial
fact contained in the prelimnary prospectus was corrected in t he
prospectus, as then anended or supplenmented, if such prospectus was tinely
made avail able by the Conpany pursuant to Section 3(c) hereof; (iii) shall
not be available to the extent such Caimis based on a failure of the
Investor to deliver or to cause to be delivered the prospectus nade
available by the Conpany; and (iv) shall not apply to anounts paid in
settlenent of any Caimif such settlenent is effected without the prior
witten consent of the Conpany, which consent shall not be unreasonably

wi t hhel d. Such indemity shall remain in full force and effect regardl ess
of any investigation made by or on behalf of the Indemified Person and
shall survive the transfer of the Registrable Securities by the Investor

pursuant to Section 9.

b. In connection with any Registration Statenment in which the Investor is
participating, the Investor agrees to indemify, hold harm ess and defend,
to the sane extent and in the same nanner set forth in Section 6(a), the
Conpany, each of its directors, each of its officers who signs the
Regi stration Statenent, each person, if any, who controls the Conpany
within the neaning of the 1933 Act or the 1934 Act, any underwiter and any
ot her stockhol der selling securities pursuant to the Registration Statenent
or any of its directors or officers or any person who controls such
st ockhol der or underwiter within the nmeaning of the 1933 Act or the 1934
Act (collectively and together with an indemified Person, an "Indemified
Party"), against any daimto which any of them nay beconme subject, under
the 1933 Act, the 1934 Act or otherwi se, insofar as such Caimarises out
of or is based upon any Violation, in each case to the extent (and only to
the extent) that such violation occurs in reliance upon and in confornity
with witten information furnished to the Conpany by the Investor expressly
for use in connection with such Registration Statement or to the extent
such Caimis based upon any violation or alleged violation by the Investor
of the 1933 Act, 1934 Act or any other law, and the Investor will reinburse
any |legal or other expenses reasonably incurred by themin connection with
investigating or defending any such Caim provided, however, that the

indemity agreenent contained in this Section 6(b) shall not apply to
amounts paid in settlement of any aimif such settlement is effected
wi thout the prior witten consent of the Investor, which consent shall not

be unreasonably withheld; provided, further, however, that the Investor
shall be liable under this Section 6(b) for only that anbunt of a daim as
does not exceed the net proceeds to the Investor as a result of the sale of
Regi strable Securities pursuant to such Registration Statenent. Such
indemmity shall remain in full force and effect regardless of any
investigation nade by or on behalf of such Indemified Party and shall
survive the transfer of the Registrable Securities by the Investor pursuant
to Section 9. Notwi thstanding anything to the contrary contained herein,
the indemification agreenent contained in this Section 6(b) with respect
to any prelimnary prospectus shall not inure to the benefit of any
Indermmified Party if the untrue statement or onmission of material fact
contained in the prelimnary prospectus was corrected on a tinmely basis in
the prospectus, as then anended or suppl enmented.

c. The Conpany shall be entitled to receive indemities from
underwiters, selling brokers, dealer managers and simlar securities
industry professionals participating in any distribution, to the sanme
extent as provided above, with respect to information such persons so
furnished in witing by such persons expressly for inclusion in the



Regi stration Statenent.

d. Pronptly after receipt by an Indemified Person or Indemified Party
under this Section 6 of notice of the commencenent of any action (including
any governnental action), such Indemified Person or Indemified Party
shall, if a Claimin respect thereof is to nade agai nst any indemifying
party under this Section 6, deliver to the indemifying party a witten
notice of the comencenent thereof, and the indemifying party shall have
the right to participate in, and, to the extent the indemifying party so
desires, jointly with any other indemifying party simlarly noticed, to
assune control of the defense thereof with counsel nutually satisfactory to
the indemifying party and the | ndemified Person or the Indemified Party,
as the case may be; provided, however, that an Indemified Person or
Indemmified Party shall have the right to retain its own counsel wth the
fees and expenses to be paid by the indemifying party, if, in the
reasonabl e opinion of counsel retained by the indemifying party, the
representation by such counsel of the Indemified Person or [|ndemified
Party and the indemifying party would be inappropriate due to actual or

pot enti al differing interests between such Indemified Per son or
Indemmified Party and any other party represented by such counsel in such
pr oceedi ng. The failure to deliver witten notice to the indemifying

party within a reasonable tinme of the commrencenent of any such action shall
not relieve such indemifying party of any liability to the |ndemified
Person or Indemified Party under this Section 6, except to the extent that
the indemifying party is prejudiced in its ability to defend such action.
The indemification required by this Section 6 shall be made by periodic
paynents of the anmount thereof during the course of the investigation or
def ense, as such expense, |oss, damage or liability is incurred and is due
and payabl e.

7. CONTRI BUTI ON.

To the extent any indemification by an indemifying party is
prohibited or limted by law, the indemifying party agrees to make the
maxi mum contribution wth respect to any anounts for which it would
ot herwi se be liable under Section 6 to the fullest extent permtted by |aw
provi ded, however, that (i) no contribution shall be made  under
ci rcunst ances wher e the maker would not have been liable for
i ndemmi fi cation under the fault standards set forth in Section 6, (ii) no
seller of Registrable Securities guilty of fraudulent msrepresentation
(wi thin the nmeaning of Section 11(f) of the 1933 Act) shall be entitled to
contribution fromany seller of Registrable Securities who was not guilty
of such fraudul ent nisrepresentation, and (iii) contribution by any seller
of Registrable Securities shall be limted in amount to the net ambunt of
proceeds received by such seller from the sale of such Registrable
Securities.

8. REPORTS UNDER THE 1934 ACT.

Wth a viewto naking available to the Investor the benefits of Rule
144 promul gated under the 1933 Act or any other simlar rule or regulation
of the SEC that nay at any tine permt the Investor to sell securities of
the Conpany to the public without registration ("Rule 144"), the Conpany
agrees to:

a. make and keep public information available, as those terns are
under st ood and defined in Rule 144;

b. file with the SECin a tinmely manner all reports and ot her documents
required of the Conpany under the 1933 Act and the 1934 Act so long as the
Conpany remains subject to such requirenents (it being understood that
nothing herein shall linmt the Conpany's obligations under Section 4(c) of
the Securities Purchase Agreement) and the filing of such reports and other
docunents is required for the applicable provisions of Rule 144; and

C. furnish to the Investor so long as the Investor owns Registrable
Securities, pronptly upon request, (i) a witten statenent by the Conpany
that it has conplied with the reporting requirenents of Rule 144, the 1933
Act and the 1934 Act, (ii) a copy of the nost recent annual or quarterly
report of the Conmpany and such other reports and documents so filed by the
Conpany, and (iii) such other information as nay be reasonably requested to
permit the investors to sell such securities pursuant to Rule 144 without
regi stration.

9. ASSI GNVENT OF REG STRATI ON RI GHTS.

The rights to have the Conpany register Registrable Securities
pursuant to this Agreement shall be autonmatically assignable by the
Investors to any transferee of all or any portion of Registrable Securities
if: (i) the Investor agrees in witing with the transferee or assignee to
assign such rights, and a copy of such agreenment is furnished to the
Conpany pronptly after such assignnent, (ii) the Conpany is, pronptly after
such transfer or assignment, furnished with witten notice of (a) the nane
and address of such transferee or assignee, and (b) the securities wth



respect to which such registration rights are being transferred or
assigned, (iii) immediately follow ng such transfer or assignnent the
further disposition of such securities by the transferee or assignee is
restricted under the 1933 Act and applicable state securities laws, (iv) at
or before the tine the Conpany receives the witten notice contenpl ated by
clause (ii) of this sentence the transferee or assignee agrees in witing
with the Conpany to be bound by all of the provisions contained herein, and
(v) such transfer shall have been nmade in accordance with the applicable
requirenents of the Securities Purchase Agreenent, and applicable [aw,
including federal and state securities |aws.

10. AMENDMVENT OF REG STRATI ON RI GHTS,

Provi sions of this Agreenent may be amended and the observance thereof
may be waived (either generally or in a particular instance and either
retroactively or prospectively), only with the witten consent of the
Conpany and the Investor. Any anendnent or waiver effected in accordance
with this Section 10 shall be binding upon the Investor and the Conpany

11. M SCELLANEQUS.

a. A person or entity is deemed to be a holder of Registrable Securities
whenever such person or entity owns of record such Registrable Securities
If the Conpany receives conflicting instructions, notices or elections from
two or nore persons or entities with respect to the same Registrable
Securities, the Conpany shall act upon the basis of instructions, notice or
el ection received fromthe regi stered ower of such Registrable Securities

b. Any notices required or pernmitted to be given under the terns of this

Agreement shall be sent by registered or certified mail, return receipt
requested, or delivered personally or by courier and shall be effective
five days after being placed in the nail, if mailed, or upon receipt, if

delivered personally or by courier, in each case addressed to a party. The
addresses for such comunications shall be as set forth in the Securities
Purchase Agreenent or, in respect of any party, at such other address of

whi ch such party shall notify the other parties in witing.

c. Failure of any party to exercise any right or renmedy under this
Agreenment or otherw se, or delay by a party in exercising such right or
remedy, shall not operate as a waiver thereof

d. This Agreenent shall be enforced, governed by and construed in
accordance wth the laws of the State of Florida applicable to agreenments
made and to be performed entirely within such State. |In the event that any
provision of this Agreement is invalid or unenforceable under any
applicable statute or rule of law, then such provision shall be deened
inoperative to the extent that it may conflict therewith and shall be
deened nodified to conformwith such statute or rule of law. Any provision
hereof which nay prove invalid or unenforceabl e under any law shall not

affect the validity or enforceability of any other provision hereof

e. This Agreerment and the Securities Purchase Agreenent constitute the
entire agreement anobng the parties hereto with respect to the subject
matter hereof and thereof. There are no restrictions, prom ses, warranties
or undertakings, other than those set forth or referred to herein and
therein. This Agreenment and the Securities Purchase Agreenent supersede
all prior agreenents and understandings anbng the parties hereto wth
respect to the subject matter hereof and thereof

f. Subject to the requirenents of Section 9 hereof, this Agreenent shal
inure to the benefit of and be binding upon the successors and assigns of
each of the parties hereto

g. The headings in this Agreenent are for conveni ence of reference only
and shall not limt or otherw se affect the neani ng hereof

h. This Agreenent nmy be executed in two or nore identica
counterparts, each of which shall be deened an original but all of which
shall constitute one and the sanme agreenent. This Agreenent, once executed
by a party, nmay be delivered to the other party hereto by facsinile
transm ssion of a copy of this Agreenent bearing the signature of the party
so delivering this Agreenent

i Each party shall do and perform or cause to be done and
performed, all such further acts and things, and shall execute and deliver
all such other agreenments, certificates, instruments and docunments, as the
other party nmay reasonably request in order to carry out the intent and
acconplish the purposes of this Agreenent and the consummation of the
transacti ons contenpl ated hereby

[ SI GNATURES APPEAR ON FOLLOW NG PAGE]
<PAGE>



IN WTNESS WHEREOF, the parties have caused this Registration Rights
Agreenment to be duly executed as of day and year first above witten.

" Conmpany"

GALAXY NUTRI TI ONAL FOCDS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New
Chi ef Executive Oficer

" Buyer"

APOLLO CAPI TAL MANAGEMENT GROUP, L.P.

By: /s/ Kyle Krueger
Kyl e Krueger
Managi ng General Partner

Filename: ex1014-603.txt

Type: EX-10.14

Comment/Description: Securities Purchase
Agreement

(this header is not part of the document)

SECURI TI ES PURCHASE AGREENMENT

THI'S SECURI TI ES PURCHASE AGREEMENT (this "Agreement"), dated as of May
21, 2003, by and between Galaxy Nutritional Foods, 1Inc., a Delaware
corporation, wth its principal place of business at 2441 Viscount Row,
Ol ando, FL 32809 (the "Conpany"), and Apollo McroCap Partners, L.P., a
Del aware linited partnership, with its principal place of business at 645
18th Avenue, St. Petersburg, FL 33704 (the "Buyer").

PRELI M NARY STATEMENTS

A The Conpany has authorized the sale of a certain nunber of shares
of the Conpany's commpon stock, par value $0.01 per share (the "Conmon
Stock") on the terns and subject to the conditions set forth in this
Agr eenent ;

B. The Conpany and Buyer are executing and delivering this Agreenent
in reliance wupon the exenption fromsecurities registration afforded by
Rul e 506 under Regul ation D ("Regulation D') as pronulgated by the United
States Securities and Exchange Conmission (the "SEC') under the Securities
Act of 1933, as anmended (the "1933 Act");

C. Buyer wi shes to purchase, in the anpbunts and upon the terns and
conditions stated in this Agreenent, shares of Common Stock;

D. Upon the closing of the transactions contenpl ated hereby, the
parties hereto will execute and deliver a Registration Rights Agreenent in
substantially the formattached hereto as Exhibit A (the "Registration
Rights Agreenent") pursuant to which the Conpany agrees to provide certain
registration rights wunder the 1933 Act and the rules and regulations
pronul gat ed thereunder, and applicable state securities |aws; and

E. The Conpany intends to enter into other agreenents substantially
in the form of this Agreement and Registration Rights Agreement wth
certain other buyers (the "Qther Buyers") and expect to the conplete the
sale of shares of Common Stock to them however, the Buyer's obligations
hereunder are not expressly conditioned on the purchase by any or all of
the Oher Buyers of the Commbn Stock that they nay agree to purchase from
t he Conpany.

NOW THEREFORE, in consideration of the prenmises and the nutual



covenants contained herein and other good and val uabl e consi deration, the
recei pt and sufficiency of which are hereby acknow edged, the Conmpany and
the Buyer hereby agree as foll ows:

1. PREAMBLES; PURCHASE AND SALE OF COVMON STCOCK; CLOSI NG

a. Prelimnary Statements. The above prelimnary statenents,
recitals, definitions, preanble and provisions are true and correct and are
incorporated herein as fully as if set forth herein.

b. Purchase of Common Stock. Subject to the terms and
conditions set forth in this Agreenent, the Conpany agrees to issue and
sell to Buyer, and Buyer agrees to purchase fromthe Conpany such nunber of
shares of Comobn Stock (the "Securities") as shall be determined by
di viding the aggregate purchase price of $250,000 (the "Purchase Price") by
the per share purchase price (wth any fractional shares being rounded up
to the next whole share). The per share purchase price shall be equal to
the lesser of (x) 95%of the average of the closing bid price of the Common
Stock on the Principal Market (as defined below) (as reported by Bl oonberg
L.P.) for the Trading Days (as defined bel ow) occurring during the thirty
(30) consecutive cal endar days ending on the cal endar day i nmediately prior
to the date of Closing (as defined below), or (y) $1.80. The term
"Principal Market" shall nmean the American Stock Exchange, the New York
St ock Exchange, the NASDAQ National Market, or the NASDAQ Snal | Cap Market,
whi chever is at the tine the principal trading exchange or market for the
Common St ock, based upon share volune, or if the Common Stock is not traded
on an exchange or narket, the OTC Bulletin Board or its successor (as of
the date hereof the Principal Market is the American Stock Exchange). The
term "Trading Day" shall nean any day during which the Common Stock is
traded on the Principal Market. The consummation of the transaction and
the payment of the Purchase Price shall occur at Cosing (as defined
bel ow) .

c. Escr ow. Wthin two (2) business days following Buyer's
execution of this Agreenent, Buyer shall deliver to Gbralter Bank, F.S. B.,
as escrow agent ("Escrow Agent"), an anpunt equal to the Purchase Price
(the "Escrow Ampunt") by wire transfer of imediately available United
States Dollars in accordance with the instructions set forth in the Escrow
Agreenent dated as of the date hereof by and anobng the Conpany, Buyer and
Escrow Agent (the "Escrow Agreenent"). Escrow Agent shall hold and
di sburse the Escrow Ampunt in accordance with the ternms and conditions of
the Escrow Agreenent.

d. The Cdosing. The closing ("Closing") of the sale and
purchase of the Securities under this Agreenent is contingent upon the
Conpany's repaynent in full of the existing debt owed to (x) FINOVA Capital
Corporation pursuant to that «certain Security Agreenent dated as of
Novenber 1, 1996, as anended, and (y) FINOVA Mezzanine Capital Inc.
pursuant to that certain Loan Agreenent dated as of Septenber 30, 1999, as
amended (the "FI NOVA Repaynent"). The FI NOVA Repaynent shall be subject to
and in accordance with the terns of the Escrow Agreenent. The C osing
shall take place at the offices of Baker & Hostetler LLP, 200 South Orange
Avenue, Suite 2300, SunTrust Center, Olando, Florida 32801, as of the date
of the FINOVA Repaynent. The consummation of the transaction and the
paynent of the Purchase Price shall occur at dosing, as follows:

(i) Rel ease of Escrow Amount. Escrow Agent shall rel ease
the Escrow Anpunt as provided in the Escrow Agreenent.

(ii) Delivery of Stock Certificate(s). Against paynent to
the Conpany of the Purchase Price therefor, the Conpany shall direct its
stock transfer agent to deliver to Buyer one or nore stock certificates,
duly executed on behalf of the Conpany, representing the Securities being
purchased by Buyer, registered in the name of Buyer, such delivery to Buyer
to be made not later than five (5) business days after the O osing.

2. BUYER S REPRESENTATI ONS AND WARRANTI ES
Buyer represents and warrants to the Conpany that:

a. I nvest ment Purpose. The Securities are being acquired by
Buyer in good faith solely for its own account, for investnent purposes
only, and are not being purchased for resale, resyndication, distribution,
subdivision or fractionalization thereof; Buyer has no contract or
arrangenent with any person to sell, transfer or pledge to any person the
Securities or any part thereof, any interest therein or any rights thereto;
Buyer has no present plans to enter into any such contract or arrangenent;
and Buyer understands that as a result it nust bear the economic risk of
the investnent for an indefinite period of time because the Securities have
not been registered under the 1933 Act, and, therefore, cannot be sold
unl ess they are subsequently registered under the 1933 Act.

b. Accredited Investor Status. Buyer is an "accredited
investor" as that termis defined in Rule 501(a) of Regulation D.



c. Reliance on Exenptions. Buyer understands that t he
Securities are being offered and sold to it under the exenption from the
registration requirements of the United States federal and state securities
laws and that the Conpany is relying upon the truth and accuracy of, and
Buyer's conpliance wth, the representations, warranties, agreements
acknowl edgnments and under st andi ngs of Buyer set forth herein in order to
determ ne the availability of such exenptions and the eligibility of Buyer
to acquire the Securities

d. Information. Buyer understands and acknow edges that it is
purchasing the Securities w thout being furnished any offering literature
prospectus or other materials other than copies of the SEC Docunents (as
defined hereinbelow), that this transaction has not been scrutinized by the
SEC or by any administrative agency charged with the adm nistration of the
securities laws of any state, that all documents, records and books
pertaining to the Conpany, its business, finances and operations, and this
investnent have been nade available to Buyer, and its advisors and

representatives, including its attorney, 1its accountant and/ or its
purchaser representative, and that the books and records of the Conpany
will be available upon reasonable notice for inspection by Buyer during
reasonabl e business hours at the Conpany's principal place of business

Buyer and its advisors and representatives, including its attorney, its

accountant and/or its purchaser representative, if any, have reviewed the
SEC Docunents and been afforded the opportunity to ask questions of the
Conpany and have received conplete and satisfactory answers to any such
inquiries. Buyer understands that its investnment in the Securities is
specul ative and involves a high degree of risk of loss and that Buyer nust
be prepared to lose its entire investnment in the Conpany. Buyer has sought
such accounting, legal and tax advice, as it has considered necessary to an
informed investment decision with respect to its acquisition of the
Securities. Buyer, or Buyer together with its purchaser representative, if
any, have such know edge and experience in financial and business matters
that it and such representative are capable of evaluating the nerits and
risks of an investnent in the Securities and of neking an inforned
i nvest ment deci sion

e. Governnental Review. Buyer understands that no United
States federal or state agency or any other governnent or governnenta
agency has approved or di sapproved or passed on or nmde any recommendati on
or endorsenent of the Securities or the fairness or suitability of the
investnment in the Securities, nor have such authorities passed upon or
endorsed the nerits of the offering of the Securities or the accuracy or
adequacy of any of the infornation provided by the Conpany to Buyer
regarding the Conmpany, the Securities or any other matter, and that the
Conpany is relying on the truth and accuracy of the representations
decl arations and warranties herein nmade by Buyer in offering the Securities
for sale to it without having first registered the same under the 1933 Act

f. Transfer or Resale. Buyer understands that, except as
provided in the Registration Rights Agreenent, (i) the Securities have not
been and are not being registered under the 1933 Act or any state
securities laws, and may not be transferred unless (a) subsequently
regi stered thereunder, or (b) Buyer shall have provided the Conmpany with a
statenent of the circunstances surrounding the proposed disposition and
shall have delivered to the Conpany an opinion of counsel, reasonably
satisfactory in form scope and substance to the Conpany, to the effect (1)
that the Securities to be sold or transferred may be sold or transferred
pursuant to an exenption fromsuch registration and (2) that appropriate
action necessary for conpliance with the 1933 Act has been taken; (ii) any
sal e of such Securities made in reliance on Rule 144 pronul gated under the
1933 Act may be nade only in accordance with the ternms of said Rule and
further, if said Rule is not applicable, any resale of such Securities
under circunmstances in which the seller (or the person through whom the
sale is nmade) nay be deened to be an underwiter (as that termis defined
in the 1933 Act) may require conpliance with sonme other exenption under the
1933 Act or the rules and regulations of the SEC thereunder; and (iii)
neither the Conpany nor any other person is wunder any obligation to
regi ster such Securities under the 1933 Act or any state securities |aws or
to conply with the ternms and conditions of any exenption thereunder.

Legends. Buyer understands that the stock certificates
representing the Securities shall bear a restrictive | egend in
substantially the follow ng form (and a stop-transfer order shall be placed
agai nst transfer of such stock certificates)

THE  SECURI TIES REPRESENTED HEREBY HAVE NOT  BEEN
REG STERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED. THE SECURITIES HAVE BEEN ACQU RED FOR
I NVESTMENT AND MAY NOT BE RECFFERED, SOLD, TRANSFERRED,
PLEDGED, OR ASSI GNED I N THE ABSENCE OF (A) AN EFFECTI VE
REG STRATI ON  STATEMENT FOR THE SECURI TIES UNDER SAI D
ACT AND THE STATE SECURI TI ES ACT OR BLUE SKY ACT OF ANY
STATE HAVI NG JURI SDI CTI ON THERECF, OR (B) AN OPI NI ON OF



COUNSEL, REASONABLY SATI SFACTORY IN FORM  SCOPE AND
SUBSTANCE TO THE COWPANY, THAT REG STRATION IS NOT
REQUI RED UNDER SAI D ACT OR THE SECURI TIES ACT OR BLUE
SKY ACT OF ANY STATE HAVI NG JURI SDI CTI ON W TH RESPECT
THERETO.

h. Aut hori zation; Enforcenent. This Agreenent, the Escrow
Agreenent and the Registration Rights Agreenent have been duly and validly
aut hori zed, executed and delivered on behalf of Buyer and are valid and
bi ndi ng agreenents of Buyer enforceable in accordance with their terns,
subject as to enforceability to general principles of wequity and to
bankruptcy, insolvency, noratorium and other simlar laws affecting the
enforcenent of creditors' rights generally.

i Domicile. If Buyer is an individual, Buyer is a resident
of, or if Buyer is an entity, Buyer's principal place of business is
located in, the State of Florida.

. Indemni fication. Buyer acknow edges that Buyer understands
the nmeani ng and | egal consequences of the representations and warranties in
this Section 2, and that the Conmpany has relied upon such representations
and warranties, and Buyer hereby agrees to indemify and hold harm ess the
Company and its of ficers, directors, shar ehol ders, agents and
representatives from and against any and all clainms, denmands, |osses,
damages, expenses or liabilities (including attorneys' fees) due to or
arising out of, directly or indirectly, a breach of any such
representations or warranties. Notw thstanding the foregoing, however, no
representation, warranty, acknow edgnent or agreenment made herein by Buyer
shall in any manner be deened to constitute a waiver of any rights granted
to such Buyer under federal or state securities |aws.

k. Short Position and Market Purchases. Buyer is not
purchasing the Securities for the purpose of covering any short position in
the Securities.

3. REPRESENTATI ONS AND WARRANTI ES OF THE COMPANY
The Conpany represents and warrants to Buyer that:

a. Organi zation and Qualification. The Conpany is a
corporation duly organi zed and existing in good standing under the laws of
the State of Delaware, and has the requisite corporate power to own its
properties and to carry on its business as now being conducted. The
Conpany is duly qualified as a foreign corporation to do business and is in
good standing in every jurisdiction in which the nature of the business
conducted by it nmakes such qualification necessary and where the failure so
to qualify would have a material adverse effect on the operations,
properties or financial condition of the Conpany taken as a whole (a
"Material Adverse Effect").

b. Aut hori zation; Enforcenent. (i) The Conpany has the
requisite corporate power and authority to enter into and perform this
Agreement and the Registration R ghts Agreenent and to issue the Securities
in accordance wth the terms hereof and thereof, (ii) the execution and
delivery of this Agreement and the Registration R ghts Agreement by the
Conpany and the consummation by it of the transactions contenplated hereby
have been duly authorized by the Conpany's Board of Directors and no
further consent or authorization of the Conpany, its Board of Directors, or
its stockholders is required, (iii) this Agreement and the Registration
Ri ghts Agreenent have been duly executed and delivered by the Conpany, and
(iv) this Agreenent and the Registration Rights Agreenent constitute the
valid and binding obligations of the Conpany enforceable against the
Conpany in accordance with its terms, except as such enforceability nay be
limted by applicable bankruptcy, insolvency, reorganization, noratorium
liquidation or similar laws relating to, or affecting generally, the
enforcement of «creditors' rights and renmedies or by other equitable
principles of general application.

c. Capi talization. As of the date of this Agreenent, the
aut hori zed capital stock of the Conpany consists of (i) 85,000,000 shares
of Common Stock of which 12,761, 685 shares were issued and outstandi ng, and
(ii) 1,000,000 shares of preferred stock, $.01 par value, of which 200, 000
shares have been designated "Series A Preferred Stock," 57,384 of which
were issued and outstanding. Al of such outstanding shares have been
validly issued and are fully paid and nonassessable. Except as set forth
in the SEC Docunents (as defined herein) or in Schedule 3.c. attached
hereto, as of the date of this Agreement (i) there are no outstanding
options, warrants, scrip, rights to subscribe to, calls or commitnents of
any character whatsoever relating to, or securities or rights convertible
into, any shares of capital stock of the Conpany, or arrangenents by which
the Conpany is or nmay becone bound to issue additional shares of capital
stock of the Conpany, and (ii) there are no agreenents or arrangenents
under which the Conpany is obligated to register the sale of any of its
securities under the 1933 Act other than agreenents wth respect to



securities which have been previously registered or are subject to current
regi stration statenents.

d. I ssuance of Securities. The Securities are duly authorized
and, upon issuance in accordance with the terns hereof, shall be validly
issued, fully paid and non-assessable, and free fromall taxes, liens and

charges with respect to the issue thereof.

e. No Conflicts. The execution, delivery and performance of
this Agreenent by the Conpany and the consunmmation by the Conpany of the
transactions contenplated hereby will not (i) result in any violation of
the Conpany's Certificate of Incorporation, as anended, as in effect on the
date hereof ("Certificate of Incorporation") or the Conpany's Bylaws, as in
effect on the date hereof (the "Bylaws") or (ii) conflict wth, or
constitute a default (or an event which with notice or lapse of tine or
both would becone a default) under, or give to others any rights of
termination, anendnent, acceleration or cancellation of, any agreenent,
indenture or instrunent to which the Conpany is a party, or result in a
violation of any law, rule, regulation, order, judgnent or decree
(including federal and state securities |aws and regul ations) applicable to
the Conpany or by which any property or asset of the Conpany is bound or
affected (except for such conflicts, defaults, termi nations, anendnents,
accel erations, cancellations and violations as would not, individually or
in the aggregate, have a Material Adverse Effect). The business of the
Conpany is not being conducted in violation of any law, ordinance,
regul ati on of any governnental entity, except for possible violations which
either singly or in the aggregate do not have a Material Adverse Effect.
Except as required under the 1933 Act and any applicable state securities
laws, the Conpany is not required to obtain any consent, authorization or
order of, or make any filing or registration with, any court or
governnental agency in order for it to execute, deliver or perform any of
its obligations under this Agreement in accordance with the terns hereof.

f. Common Stock. The Conpany has registered its Conmobn Stock
pursuant to Section 12(b) or (g) of the 1934 Act (as defined below) and is
in full conpliance with all reporting requirenents of the 1934 Act, and the
Conpany is in conpliance with all requirenents for the continued listing or
quotation of its Common Stock, and such Common Stock is currently listed or
quoted on, the Principal Market. As of the date hereof, the Principal
Market is the American Stock Exchange, and except as set forth in the SEC
Docunents, the Conpany has not received any notice regarding, and to its
knowl edge there is no threat of, the termination or discontinuance of the
eligibility of the Common Stock for such posting or listing.

g. SEC Docunents, Financial Statenents. During the Conpany's
last two (2) fiscal years, the Conpany has filed all reports, schedules,
forms, statenents and other docunments required to be filed by it with the
SEC pursuant to the reporting requirenments of the Securities Exchange Act
of 1934, as anended (the "1934 Act") (all of the foregoing filed prior to
the date hereof and all exhibits included therein and financial statements
and schedul es thereto and docunents (other than exhibits) incorporated by
reference therein, being hereinafter referred to herein as the "SEC

Docunents"). The Conpany has delivered to Buyer true and conplete copies
of the SEC Docunents, except for such exhibits, schedul es and incorporated
docunents. As of their respective dates, subject to, wth respect to

certain SEC Docunents, the filing of an anendnent to such SEC Docunents,
the SEC Docunents conplied in all naterial respects with the requirenments
of the 1934 Act and the rules and regul ations of the SEC pronulgated
thereunder applicable to the SEC Docunents, and none of the SEC Docunents,
at the time they were filed with the SEC, contained any untrue statenent of
a material fact or omtted to state a material fact required to be stated
therein or necessary in order to make the statenents therein, in light of
the circunstances under which they were made, not nisleading. As of their
respective dates, the financial statements of the Conpany included in the
SEC Docunents conplied as to formin all material respects with applicable
accounting requirenents and the published rules and regul ati ons of the SEC
with respect thereto. Such financial statements have been prepared in
accordance w th generally accepted accounting principles, consistently
applied, during the periods involved (except (i) as may be otherw se
indicated in such financial statenents or the notes thereto, or (ii) in the
case of unaudited interimstatenments, to the extent they nay exclude
footnotes or may be condensed or summary statenents) and fairly present in
all material respects the financial position of the Conpany as of the dates
thereof and the results of its operations and cash flows for the periods
then ended (subject, in the case of unaudited statenents, to normal year-
end audit adjustnents). No other information provided by or on behalf of
the Conpany to Buyer and referred to in Section 2(d) of this Agreenent
contains any untrue statement of a material fact or omits to state any
material fact necessary in order to nmake the statenments therein, in the
light of the circumstance under which they are or were nade, not
m sl eadi ng.

h. No Material Adverse Change. Since Decenmber 31, 2002, there
has not been any material adverse change in the Conpany's business, results



of operations, or financial condition, other than changes resulting from
general econom c conditions or general econonic trends, except as reflected
in the SEC Docunents filed at |least five (5) days prior to the date hereof.

i Absence of Litigation. Except as disclosed in the SEC
Docurments, there is no action, suit, proceeding, inquiry or investigation
before or by any court, public board or body pending or, to the know edge
of the Conpany, threatened against the Conpany, wherein an unfavorable
decision, ruling or finding would have a Material Adverse Effect or which
woul d adversely affect the validity or enforceability of, or the authority
or ability of the Conmpany to performits obligations under, this Agreenent
or any of the docunents contenpl ated herein.

4. COVENANTS

a. Form D. The Conpany agrees to file a FormD with respect to
the Securities as required under Regulation D and to provide a copy thereof
to Buyer pronptly after such filing.

b. Reporting Status. Until the earlier of (i) the date as of
which Buyer nmay sell all the Securities without restriction pursuant to
Rul e 144(k) promul gated under the 1933 Act, or (ii) the date on which Buyer
has sold all of the Securities, the Conpany shall file all reports required
to be filed with the SEC pursuant to the 1934 Act, and the Conpany shall
not termnate its status as an issuer required to file reports wunder the
1934 Act even if the 1934 Act or the rules and regul ations thereunder woul d
permit such termination. Buyer shall give notice to the Conpany when it
has sold all of the Securities.

C. Listing of Securities. The Conmpany shall cause the
Securities to be listed on the Principal Market prior to the C osing.

5. TRANSFER AGENT | NSTRUCTI ONS

Buyer acknow edges that the Securities shall be "restricted"
securities, that the Stock Certificates shall bear the restrictive |egend
specified in Section 2(g) of this Agreenent, and that stop-transfer
instructions have been given by the Conpany to its transfer agent wth
respect to the Securities. |f Buyer provides the Conpany with an opinion
of counsel, reasonably satisfactory in form scope and substance to the
Conpany, that registration of a resale by Buyer of any of the Securities is
not required under the 1933 Act or any applicable state securities or blue
sky laws, the Conpany shall pernit the transfer and pronptly instruct its
transfer agent to issue one or nore certificates in such name and in such
denoni nati ons as specified by Buyer.

6. TERM NATI ON
a. Termination. This Agreenment may be terminated as follows:

(i) at any tine prior to Cosing, by mutual witten consent
of all of the parties to this Agreenent, whereupon Buyer and the Conpany
shall deliver to Escrow Agent joint witten instructions to rel ease the
Escrow Amount to Buyer;

(ii) at any tine after July 15, 2003, by Buyer, if the
Cl osing has not been effected on or prior to such date and if Buyer is not
then in breach of any termof this Agreenent, pursuant to witten notice by
Buyer to the Conpany and the Escrow Agent; or

(iii) at any time after July 15, 2003, by the Conpany,
if the dosing has not been effected on or prior to such date, if the
Conpany is not then in breach of any termof this Agreement, pursuant to
witten notice by the Conpany to Buyer and the Escrow Agent.

b. Effect of Termination. Al obligations of the parties
hereunder shall cease wupon any termnation pursuant to Section 6.a.,
provi ded, however, that the provisions of Sections 6.c. and 7 hereof shall
survive any termination of this Agreement.

c. Treatment of Escrow Amount Upon Ternination. If this
Agreenment is ternminated pursuant to its terns, the Escrow Anount shall be
treated as set forth in the Escrow Agreenent.

7. GOVERNI NG LAW M SCELLANEQUS

a. Governing Law. This Agreenent shall be governed by and
interpreted in accordance with the laws of the State of Florida wthout
regard to the principles of conflict of |aws.

b. Counterparts. This Agreenent may be executed in two or nore
identical counterparts, all of which shall be considered one and the sane
agreenent and shall beconme effective when counterparts have been signed by
each party and delivered to the other party. |In the event any signature



page is delivered by facsinmle transnission, the party using such neans of
delivery shall cause three (3) additional original executed signature pages
to be physically delivered to the other party within five (5) days of the
execution and delivery hereof.

C. Headi ngs. The headings of this Agreenent are for
convenience of reference and shall not form part of, or affect the
interpretation of, this Agreenent.

d. Severability. |[|f any provision of this Agreenent shall be
invalid or unenforceable in any jurisdiction, such invalidity or
unenforceability shall not affect the validity or enforceability of the
remai nder of this Agreenent or the validity or enforceability of this
Agreenent in any other jurisdiction.

e. Entire Agreenent; Anmendnents. This Agreement and the
instrunents referenced herein contain the entire wunderstanding of the
parties with respect to the matters covered herein and therein and, except
as specifically set forth herein or therein, neither the Conpany nor any
Buyer nmakes any representation, warranty, covenant or undertaking wth
respect to such matters. No provision of this Agreement may be waived or
amended other than by an instrunment in witing signed by the party to be
charged with enforcenent.

f. Not i ces. Any notices required or pernmitted to be given
under the ternms of this Agreenent shall be sent by nmil or delivered
personally or by courier and shall be effective five days after being
placed in the mail, if mailed, certified or registered, return receipt

requested, or upon receipt, if delivered personally or by courier, in each
case addressed to a party. The addresses for such communi cations shall be:

If to the Conpany: Galaxy Nutritional Foods, Inc.
2441 Vi scount Row
Ol ando, FL 32809
Tel ephone: (407) 855-5500
Tel ecopy: (407) 855-1099
Attention: M. Christopher J. New

Wth a copy to: Baker & Hostetler LLP
200 South Orange Avenue
Ol ando, FL 32801
Tel ephone: (407) 649-4000
Tel ecopy: (407) 841-0168
Attention: Jeffrey E. Decker, Esqg.

If to Buyer: Apollo McroCap Partners, L.P.
645 18th Avenue
St. Petersburg, FL 33704
Tel ephone: (727) 895-5005
Tel ecopy: (727) 896-8514
Attention: Kyle Krueger

Each party shall provide notice to the other party of any change in
addr ess.

g. Successors and Assigns. This Agreenent shall be binding
upon and inure to the benefit of the parties and their successors and
assigns. Neither the Conmpany nor Buyer shall assign this Agreenent or any
rights or obligations hereunder without the prior witten consent of the
other (which consent may be withheld for any reason in the sole discretion
of the party from whom consent is sought).

h. Third Party Beneficiaries. This Agreenment is intended for
the benefit of the parties hereto and their respective permtted successors
and assigns, and is not for the benefit of, nor may any provision hereof be
enforced by, any other person.

i Survival. The representations and warranties of the Buyer
and the Conpany contained in Sections 2 and 3, respectively, shall survive
the Cosing for a period of one (1) year thereafter, provided however that
the representations and warranties of Buyer contained in Sections 2. a.,
2.b. and 2.h. shall survive the Cosing indefinitely.

k. Publicity. The Conpany and Buyer shall have the right to
approve before issuance any press rel eases or any other public statenents
with respect to the transactions contenplated hereby; provided, however,
that the Conpany shall be entitled, without the prior approval of Buyer, to
make any press release with respect to such transactions as the Conpany
determines is required by applicable |aw and regul ati ons.

I, Further Assurances. Each party shall do and perform or
cause to be done and perforned, all such further acts and things, and shall
execute and deliver all such other agreenents, certificates, instruments
and docunents, as the other party nmay reasonably request in order to carry



out the intent and acconplish the purposes of this Agreement and the
consummation of the transactions contenpl ated hereby.

m Expenses. Subject to a maxi mum of $5,000.00, the Conpany
shall pay the reasonabl e fees, expenses and di shursenents of Buyer's | egal
counsel arising in connection with the negotiation, execution and

consummation of this Agreenent, the Escrow Agreenent, the Registration
Rights Agreenent and the agreenents and transactions contenplated by such
agreenments.
<PAGE>
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IN WTNESS WHEREOF, Buyer and the Conpany have caused this Securities
Purchase Agreenent to be duly executed as of the date first witten above.

" Company"

GALAXY NUTRI TI ONAL FOCDS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New
Chi ef Executive Oficer

" Buyer™"

APOLLO M CROCAP PARTNERS, L.P.

By: /s/ Kyle Krueger
Kyl e Krueger
Managi ng CGeneral Partner

Filename: ex1015-603.txt

Type: EX-10.15

Comment/Description: Registration Rights
Agreement

(this header is not part of the document)

REG STRATI ON RI GHTS AGREEMENT

REG STRATI ON RI GHTS AGREEMENT (this "Agreenent"), dated as of May
21, 2003, by and between Galaxy Nutritional Foods, 1Inc., a Delaware
corporation, wth headquarters located at 2441 Viscount Road, Orlando,
Florida 32809 (the "Conpany"), and Apollo McroCap Partners, L.P., a
Del aware linmted partnership, with its principal place of business at 645
18th Avenue, St. Petersburg, FL 33704 (the "Buyer").

PRELI M NARY STATEMENTS

A In connection wth the Securities Purchase Agreement by and
between the parties of even date herewith (the "Securities Purchase
Agreenment”), the Conpany has agreed, upon the terns and subject to the
conditions of the Securities Purchase Agreenent, to issue and sell to the
Buyer shares of the Conpany's conmon stock, par value $0.01 per share (the
"Common Stock"); and

B. To induce the Buyer to execute and deliver the Securities
Purchase Agreenent, the Conpany has agreed to provide certain registration
rights wunder the Securities Act of 1933, as anended, and the rules and
regul ati ons thereunder, or any simlar successor statute (collectively, the
"1933 Act"), and applicable state securities |aws.

NOW THEREFORE, in consideration of the premses and the nutual
covenants contained herein and other good and val uabl e consideration, the
recei pt and sufficiency of which are hereby acknow edged, the Conpany and



the Buyer hereby agree as foll ows:
1. DEFI NI TI ONS.

a. As wused in this Agreenent, the following terns shall have the
fol |l owi ng neani ngs:

(i) "I nvestor" means the Buyer and any transferee or
assignee thereof who agrees to beconme bound by the provisions of this
Agreenment in accordance with Section 9 hereof.

(ii) "register," "registered,” and "registration" refer to a
registration effected by preparing and filing a Registration Statenent or
Statements in conpliance with the 1933 Act and pursuant to Rule 415 under
the 1933 Act or any successor rule providing for offering securities on a
continuous basis ("Rule 415"), and the declaration or ordering of
ef fectiveness of such Registration Statenent by the United States
Securities and Exchange Commission (the "SEC').

(iii) "Regi strabl e Securities" nmeans the Securities (as
defined in the Securities Purchase Agreenent).

(iv) "Registration Period" neans the period comrencing on
the date on which the Registration Statement filed pursuant to this
Agreement is declared effective by the SEC and expiring on the date that
(A) the Investor namy sell all of the Registrable Securities without
restriction pursuant to Rule 144(k) pronul gated under the 1933 Act, or (B)
the Investor has sold all of the Registrable Securities.

(v) "Registration Statement" neans a registration statenent
of the Conpany under the 1933 Act.

b. Capitalized terns used herein and not otherw se defined
herein shall have the respective neanings set forth in the Securities
Purchase Agreement.

2. REG STRATI ON RI GHTS.

a. Mandatory Registration. The Conpany shall prepare and file with the
SEC a Registration Statement on FormS-3 (or, if such formis unavail able
for such a registration, on such other formas is available for such a
registration) covering the resale of the Registrable Securities. The
Regi stration Statenment (and each anmendnent or suppl enent thereto) shall be
provided to the Buyer and its counsel no later than five business days
prior to its filing or other subm ssion, and shall be subject to approval
by Buyer and its counsel wthin such five business day period, such
approval not to be wunreasonably w thheld. The Conpany wll wuse its
reasonable efforts to cause such Registration Statenent to becone effective
as pronptly as practicable but not |ater than 180 days after Cosing, as
defi ned in the Securities Purchase Agreenent (the "Effective Dat e
Deadl i ne")). The Conpany shall notify the Investor in witing by facsinle
transm ssion or enmil notice that such Registration Statenent has been
decl ared effective by the SEC pronptly follow ng the Conpany becom ng aware
of such declaration by the SEC

b. Regi stration Default. |f the Registration Statenent
covering the Registrable Securities required to be filed by the Conpany
pursuant to Section 2.a. is not declared effective by the SEC by the
Effective Date Deadline, then the Conpany shall nake the paynents to the
Investor as provided in the next sentence as |iquidated damages and not as
a penalty. The anpunt to be paid by the Conpany to the Investor shall be
determ ned as of each Conputation Date (as defined below), and such anmount
shal |l be equal to 2.5% (the "Liquidated Danage Rate") of the product of (i)
the per share purchase price of the Securities under the Securities
Purchase Agreenent and (ii) the nunber of shares of Registrable Securities
then held by the Investor, for the period fromthe Effective Date Deadline
to the first Conputation Date, and for each 30-day period of any subsequent
Conput ati on Dates thereafter, in each case calculated on a pro rata basis
to the date on which the Registration Statement is declared effective by
the SEC (the "Periodic Amount"). The full Periodic Ambunt shall be paid by
the Conpany to the Investor by wire transfer of immediately avail abl e funds
within three business days after each Conputation Date or three business
days after the date on which the Registration Statenent is declared
effective by the SEC, whichever occurs earlier.

As used in this Section 2.b., "Conputation Date" neans the date which
is 30 days after the Effective Date Deadline and, if the Registration
Statement to be filed by the Conpany pursuant to Section 2(a) has not
theretof ore been declared effective by the SEC, each date which is 30 days
after the previous Conputation Date until such Registration Statement is so
decl ared effective.

c. Pi ggy- Back Registrations. |If at any time prior to filing a
Regi stration Statenent under this Agreenent, the Conpany shall file wth



the SEC a Registration Statenent relating to an offering for its own
account or the account of others under the 1933 Act of any of its equity
securities (other than on Form S-4 or Form S-8 or their then equivalents
relating to equity securities to be issued solely in connection wth any
acquisition of any entity or business or equity securities issuable in
connection with stock option or other enployee benefit plans), the Conpany
shall send to the Investor who is entitled to registration rights under
this Section 2 witten notice of the intended filing of such Registration
Statement and, if within twenty (20) days after recei pt of such notice, the
Investor shall so request in witing, the Conpany shall include in such
Regi stration Statenment all or any part of the Registrable Securities the
I nvestor requests to be registered, except that if, in connection with any
underwitten public offering for the account of the Conpany the nanaging
underwriter(s) thereof shall inpose a limtation on the nunber of shares of
Common  Stock which may be included in the Registration Statement because,
in such underwiter(s)' judgnent, marketing or other factors dictate such
limtation is necessary to facilitate public distribution, then the Conpany
shall be obligated to include in such Registration Statenment only a limted
portion of the Registrable Securities with respect to which the Investor
has requested inclusion hereunder, such portion to be determned as
hereinafter provided; provided that no portion of the equity securities
which the Conpany is offering for its own account shall be excluded;
provi ded, further that the Conmpany shall be entitled to exclude Registrable
Securities to the extent necessary to avoid breaching obligations existing
prior to the date hereof to other stockhol ders of the Conpany. Subject to
the foregoing, the Conpany shall not exclude any Registrable Securities
unless the Conpany has first excluded all outstanding securities, the
hol ders of which are not entitled to inclusion of such securities in such
Regi stration Statement or are not entitled to pro rata inclusion wth the
Regi strable Securities, and, after giving effect to the inmmediately
precedi ng cl ause, any exclusion of Registrable Securities shall be nade pro
rata with holders of other securities having the right to include such
securities in the Registration Statement other than hol ders of securities
entitled to inclusion of their securities in such Registration Statenent by
reason of demand registration rights. The obligations of the Conpany under
this Section 2 may be waived by the Investor. [If an offering in connection
with which the Investor is entitled to registration under this Section 2.
is an underwitten offering, then if the Investor's Registrable Securities
are included in such Registration Statenment the Investor shall, unless
ot herwi se agreed by the Conpany, offer and sell such Registrable Securities
in an underwritten offering using the same underwriter or underwiters and,
subject to the provisions of this Agreenent, on the same terns and
conditions as other shares of Common Stock included in such underwitten
of fering.

3. OBLI GATI ONS OF THE COVPANY.

In connection with the registration of the Registrable Securities, the
Conpany shall have the follow ng obligations:

a. A Registration Statenent filed pursuant to this Agreenent (including
any anendnments or supplements thereto and prospectuses contained therein)
shall not contain any untrue statenent of a material fact or onit to state
a material fact required to be stated therein, or necessary to nake the
statenents therein, in light of the circunstances in which they were made,
not mi sl eadi ng.

b. The Conpany shall prepare and file with the SEC such anendnents
(including post-effective amendnents) and supplements to the Registration
Statement and the prospectus used in connection with the Registration
Statenment as may be necessary to keep the Registration Statenment effective
at all tinmes during the Registration Period, and, during the Registration
Period, conply wth the provisions of the 1933 Act with respect to the
disposition of all Registrable Securities of the Conpany covered by the
Regi stration Statenent wuntil such time as all of such Regi strabl e
Securities have been disposed of in accordance with the intended nmethods of
disposition by the seller or sellers thereof as set forth in the
Regi stration Statenent.

c. The Conpany shall furnish to the Investor if its Registrable
Securities are included in the Registration Statement and its |egal counsel
(i) pronptly after the same is prepared and publicly distributed, filed
with the SEC, or received by the Conpany, one copy of the Registration
Statement and any anendnent thereto, each prelimnary prospectus and
prospectus and each amendnent or supplenent thereto, and (ii) such nunber
of copies of a prospectus, including a prelimnary prospectus, and all
amendnents and suppl ements thereto and such other docunents as the Investor
may reasonably request in order to facilitate the disposition of the
Regi strabl e Securities owned by the Investor.

d. As pronptly as practicable after becoming aware of
such event, the Conpany shall notify the Investor of the happening of any
event, of which the Conpany has know edge, as a result of which the
prospectus included in the Registration Statenent, as then in effect,



includes an wuntrue statenent of a material fact or omssion to state a
material fact required to be stated therein or necessary to make the
statenents therein, in light of the circunstances under which they were
made, not msleading, and use its best efforts pronptly to prepare a
supplenent or anendnment to the Registration Statenent to correct such
untrue statenent or omi ssion, and deliver such nunber of copies of such
supplenent or anendnment to the Investor as the Investor nmmy reasonably
request .

e. The Conpany shall use its best efforts to prevent the
issuance of any stop order or other suspension of effectiveness of a
Regi stration Statenent, and, if such an order is issued, to obtain the
wi t hdrawal of such order at the earliest possible nonent and to notify the
Investor if the Investor holds Registrable Securities being sold (or, in
the event of an underwitten offering, the managing underwriters) of the
i ssuance of such order and the resol ution thereof.

f. The Conpany shall hold in confidence and not nake any disclosure
of information concerning the Investor provided to the Conpany unless (i)
the Conpany deternines disclosure of such information is necessary to
conply wth federal or state securities laws, (ii) the disclosure of such
information is necessary to avoid or correct a nmisstatenent or omission in
any Registration Statement, (iii) the release of such information is
ordered pursuant to a subpoena or other final, non-appeal able order from a
court or governnental body of conpetent jurisdiction, or (iv) such
information has been nade generally available to the public other than by
disclosure in violation of this or any other agreement. The Conpany agrees
that it shall, upon |learning that disclosure of such information concerning
the Investor is sought in or by a court or governnental body of conpetent
jurisdiction or through other means, give pronpt notice to the |Investor and
allow the Investor, at the Investor's expense, to undertake appropriate
action to prevent disclosure of, or to obtain a protective order for, such
information

. The Conpany shall use its best efforts to cause all the
Regi strabl e Securities covered by the Registration Statement to be listed
on the American Stock Exchange and on each additional national securities
exchange on which securities of the sane class or series issued by the
Conpany are then listed, if any, if the listing of such Registrable
Securities is then permtted under the rules of such exchange.

h. The Conpany shall cooperate with the Investor if it holds
Regi strable Securities and the managing underwiter or underwiters, if
any, to facilitate the tinmely preparation and delivery of certificates
representing the Registrable Securities to be offered pursuant to the
Regi stration Statenent and enable such certificates to be in such
denonmi nations or amounts, as the case nay be, as the managing underwriter
or underwiters, if any, or the Investor may reasonably request and
registered in such names as the managi ng underwriter or underwiters, if
any, or the Investor may request.

4. OBLI GATI ONS OF THE | NVESTOR.

In connection with the registration of the Registrable Securities, the
Investor shall have the follow ng obligations:

a. It shall be a condition precedent to the obligations of the Conpany to
conplete the registration of Registrable Securities pursuant to this
Agreement that the Investor shall furnish to the Conpany such information
regarding itself, the Registrable Securities held by it and the intended

net hod of disposition of the Registrable Securities held by it as shall be
reasonabl y required to effect the registration of such Registrable
Securities and shall execute such docunents in connection with such

registration as the Conpany may reasonably request. At least five (5) days
prior to the first anticipated filing date of the Registration Statenent,
the Conpany shall notify the Investor of the information the Conpany
requires from the Investor if the Investor elects to have any of the
Investor's Registrable Securities included in the Registration Statenent.

b. The Investor by the Investor's acceptance of the Registrable
Securities agrees to cooperate with the Conpany as reasonably requested by
t he Conpany in connection with the preparation and filing of the
Regi stration Statenment hereunder, unless the Investor has notified the
Conpany in witing of the Investor's election to exclude all of the
Investor's Registrable Securities fromthe Registration Statenent.

c. The Investor agrees that, upon receipt of any notice fromthe Conpany
of the happening of any event of the kind described in Section 3(d) or
3(e), the Investor will imediately discontinue disposition of Registrable
Securities pursuant to the Registration Statement covering such Registrable
Securities wuntil the Investor's receipt of the copies of the supplenented
or anended prospectus contenplated by Section 3(d) or 3(e) and, if so
directed by the Conpany, the Investor shall deliver to the Conpany (at the
expense of the Conpany) or destroy (and deliver to the Conpany a



certificate of destruction) all copies in the Investor's possession, of the
prospectus covering such Registrable Securities current at the tine of
recei pt of such notice.

d. The Investor nmay not participate in any underwitten
registration hereunder wunless the Investor (i) agrees to sell t he
Investor's Registrable Securities on the basis provided in any underwiting
arrangenents, (ii) conpletes and executes all questionnaires, powers of
attor ney, indemities, underwiting agreenents and ot her docunent s
reasonably required wunder the terms of such underwiting arrangenents
(provided that all such agreenents and docunments shall be in substantially
the sanme form as those executed by the Conpany and the other selling
st ockhol ders participating in such distribution), and (iii) agrees to pay
its pro rata share of all underwiting discounts and conmi ssions.

e. The Investor shall give notice to the Conpany when it has
sold all of the Registrable Securities.

5. EXPENSES OF REGQ STRATI ON.

Al reasonable expenses, other than wunderwiting discounts and

commi ssions, incurred in connection wth registrations, filings or
qualifications pursuant to Sections 2 and 3, including, without limtation,
all registration, listing and qualifications fees, printers and accounting

fees, the fees and di sbursenents of counsel for the Conpany, shall be borne
by the Conpany. Notwi t hst andi ng the foregoing, the Investor shall be
responsible for all expenses, fees and disbursements incurred by such
Investor or on such Investor's behalf, including all fees and disbursenments
of counsel to the Investor.

6. | NDEMNI FI CATI ON.

In the event any Registrable Securities are included in a Registration
St at ement under this Agreement:

a. To the extent pernmitted by law, the Conmpany will indemify, hold
harm ess and defend (i) the Investor who hol ds such Registrable Securities,
and (ii) the directors, officers and each person who controls the Investor
wi thin the neaning of the 1933 Act or the Securities Exchange Act of 1934,
as anended (the "1934 Act"), if any, (each, an "Indemified Person"),
against any |osses, clains, danages, liabilities or expenses (joint or
several) (collectively, "Clains") to which any of them may becone subject
insofar as such dains (or actions or proceedi ngs, whether conmmenced or
threatened, in respect thereof) arise out of or are based wupon: (i) any
untrue statement or alleged untrue statenent of a material fact in a
Regi stration Statenent or the om ssion or alleged onmssion to state a
material fact therein required to be stated or necessary to make the
statenents therein not msleading, (ii) any untrue statement or alleged
untrue statenent of a material fact contained in any prelimnary prospectus
if used prior to the effective date of such Registration Statement, or
contained in the final prospectus (as anmended or supplenented, if the
Conpany files any anendnent thereof or supplenent thereto with the SEC) or
the omssion or alleged omssionto state therein any naterial fact
necessary to neke the statements mnmade therein, in [light of t he
circunstances under which the statenents therein were nade, not misleading,
or (iii) any violation or alleged violation by the Conpany of the 1933 Act,
the 1934 Act, any other law, including, without limtation, any state
securities law, or any rule or regulation thereunder relating to the offer
or sale of the Registrable Securities pursuant to a Registration Statenent
(the matters in the foregoing clauses (i) through (iii) bei ng,
collectively, "Violations"). Subject to the restrictions set forth in
Section 6(d) with respect to the nunber of |egal counsel, the Conpany shall
rei nburse the Investor or controlling person, pronptly as such expenses are
incurred and are due and payable, for any legal fees or other reasonable
expenses incurred by themin connection with investigating or defending any
such Caim Notwi thstanding anything to the contrary contained herein, the
indemification agreenent contained in this Section 6(a): (i) shall not
apply to a Claimarising out of or based upon a Violation which occurs in
reliance wupon and in conformty with information furnished in witing to
the Conpany by any Indemified Person expressly for use in connection with
the preparation of the Registration Statement or any such anmendnent thereof
or supplenment thereto, if such prospectus was tinmely nade avail able by the
Conpany pursuant to Section 3(c) hereof; (ii) wth respect to any
prelimnary prospectus, shall not inure to the benefit of any such person
from whom the person asserting any such O aimpurchased the Registrable
Securities that are the subject thereof (or to the benefit of any person
controlling such person) if the untrue statement or omission of nmaterial
fact contained in the prelimnary prospectus was corrected in t he
prospectus, as then anended or supplenmented, if such prospectus was tinely
made avail able by the Conpany pursuant to Section 3(c) hereof; (iii) shall
not be available to the extent such Caimis based on a failure of the
Investor to deliver or to cause to be delivered the prospectus nade
available by the Conpany; and (iv) shall not apply to anounts paid in
settlenent of any Caimif such settlenent is effected without the prior



witten consent of the Conpany, which consent shall not be unreasonably

wi t hhel d. Such indemity shall remain in full force and effect regardl ess
of any investigation made by or on behalf of the Indemified Person and
shall survive the transfer of the Registrable Securities by the Investor

pursuant to Section 9.

b. In connection with any Registration Statenment in which the Investor is
participating, the Investor agrees to indemify, hold harm ess and defend,
to the sane extent and in the same nmanner set forth in Section 6(a), the
Conpany, each of its directors, each of its officers who signs the
Regi stration Statenent, each person, if any, who controls the Conpany
within the neaning of the 1933 Act or the 1934 Act, any underwiter and any
ot her stockhol der selling securities pursuant to the Registration Statenent
or any of its directors or officers or any person who controls such
st ockhol der or underwiter within the nmeaning of the 1933 Act or the 1934
Act (collectively and together with an indemified Person, an "Indemified
Party"), against any daimto which any of them nay beconme subject, under
the 1933 Act, the 1934 Act or otherwi se, insofar as such Caimarises out
of or is based upon any Violation, in each case to the extent (and only to
the extent) that such violation occurs in reliance upon and in confornity
with witten information furnished to the Conpany by the Investor expressly
for use in connection with such Registration Statement or to the extent
such Caimis based upon any violation or alleged violation by the Investor
of the 1933 Act, 1934 Act or any other law, and the Investor will reinburse
any legal or other expenses reasonably incurred by themin connection with
investigating or defending any such Caim provided, however, that the

indemity agreenent contained in this Section 6(b) shall not apply to
amounts paid in settlement of any aimif such settlement is effected
wi thout the prior witten consent of the Investor, which consent shall not

be unreasonably withheld; provided, further, however, that the Investor
shall be liable under this Section 6(b) for only that anbunt of a daim as
does not exceed the net proceeds to the Investor as a result of the sale of
Regi strable Securities pursuant to such Registration Statenent. Such
indemmity shall remain in full force and effect regardless of any
investigation nade by or on behalf of such Indemified Party and shall
survive the transfer of the Registrable Securities by the Investor pursuant
to Section 9. Notwi thstanding anything to the contrary contained herein,
the indemification agreenent contained in this Section 6(b) with respect
to any prelimnary prospectus shall not inure to the benefit of any
Indermmified Party if the untrue statement or onmission of material fact
contained in the prelimnary prospectus was corrected on a tinmely basis in
the prospectus, as then anended or suppl enmented.

c. The Conpany shall be entitled to receive indemities from
underwiters, selling brokers, dealer managers and simlar securities
industry professionals participating in any distribution, to the sanme
extent as provided above, with respect to information such persons so
furnished in witing by such persons expressly for inclusion in the
Regi stration Statenent.

d. Promptly after receipt by an Indemified Person or Indemified Party
under this Section 6 of notice of the commencenent of any action (including
any governnental action), such Indemified Person or Indemified Party
shall, if a Claimin respect thereof is to nade agai nst any indemifying
party under this Section 6, deliver to the indemifying party a witten
notice of the comencenent thereof, and the indemifying party shall have
the right to participate in, and, to the extent the indemifying party so
desires, jointly with any other indemifying party simlarly noticed, to
assune control of the defense thereof with counsel nutually satisfactory to
the indemifying party and the |Indemified Person or the Indemified Party,
as the case may be; provided, however, that an Indemified Person or
Indemmified Party shall have the right to retain its own counsel wth the
fees and expenses to be paid by the indemifying party, if, in the
reasonabl e opinion of counsel retained by the indemifying party, the
representation by such counsel of the Indemified Person or [|ndemified
Party and the indemifying party would be inappropriate due to actual or

pot enti al differing interests between such Indemified Per son or
Indemified Party and any other party represented by such counsel in such
pr oceedi ng. The failure to deliver witten notice to the indemifying

party within a reasonable tinme of the commrencenent of any such action shall
not relieve such indemifying party of any liability to the |ndemified
Person or Indemified Party under this Section 6, except to the extent that
the indemifying party is prejudiced in its ability to defend such action.
The indemification required by this Section 6 shall be made by periodic
paynents of the anmount thereof during the course of the investigation or
def ense, as such expense, |oss, damage or liability is incurred and is due
and payabl e.

7. CONTRI BUTI ON.

To the extent any indemification by an indemifying party is
prohibited or limted by law, the indemifying party agrees to make the
maxi mum contribution wth respect to any anounts for which it would
ot herwi se be liable under Section 6 to the fullest extent permtted by |aw



provi ded, however, that (i) no contribution shall be made  under
ci rcunst ances where the naker would not have been liable for
i ndemmi fi cation under the fault standards set forth in Section 6, (ii) no
seller of Registrable Securities guilty of fraudulent m srepresentation
(wi thin the nmeaning of Section 11(f) of the 1933 Act) shall be entitled to
contribution fromany seller of Registrable Securities who was not guilty
of such fraudul ent misrepresentation, and (iii) contribution by any seller
of Registrable Securities shall be limted in amount to the net ampbunt of
proceeds received by such seller from the sale of such Registrable
Securities.

8. REPORTS UNDER THE 1934 ACT

Wth a viewto naking available to the Investor the benefits of Rule
144 promul gated under the 1933 Act or any other simlar rule or regulation
of the SEC that nay at any tine permt the Investor to sell securities of
the Conpany to the public without registration ("Rule 144"), the Conpany
agrees to:

a. make and keep public information available, as those terns are
under st ood and defined in Rule 144

b. file with the SECin a tinmely manner all reports and ot her documents
required of the Conpany under the 1933 Act and the 1934 Act so long as the
Conpany remains subject to such requirenents (it being understood that
nothing herein shall linmt the Conpany's obligations under Section 4(c) of
the Securities Purchase Agreement) and the filing of such reports and other
docunents is required for the applicable provisions of Rule 144; and

c. furnish to the Investor so long as the Investor owns Registrable
Securities, pronptly upon request, (i) a witten statenent by the Conpany
that it has conplied with the reporting requirenents of Rule 144, the 1933
Act and the 1934 Act, (ii) a copy of the nost recent annual or quarterly
report of the Conmpany and such other reports and documents so filed by the
Conpany, and (iii) such other information as nay be reasonably requested to
permit the investors to sell such securities pursuant to Rule 144 without
registration

9. ASSI GNVENT OF REG STRATI ON RI GHTS,

The rights to have the Conpany register Registrable Securities
pursuant to this Agreement shall be autonmatically assignable by the
Investors to any transferee of all or any portion of Registrable Securities
if: (i) the Investor agrees in witing with the transferee or assignee to
assign such rights, and a copy of such agreenment is furnished to the
Conpany pronptly after such assignnent, (ii) the Conpany is, pronptly after
such transfer or assignment, furnished with witten notice of (a) the nane
and address of such transferee or assignee, and (b) the securities wth
respect to which such registration rights are being transferred or
assigned, (iii) inmmediately follow ng such transfer or assignnent the
further disposition of such securities by the transferee or assignee is
restricted under the 1933 Act and applicable state securities laws, (iv) at
or before the tine the Conpany receives the witten notice contenpl ated by
clause (ii) of this sentence the transferee or assignee agrees in witing
with the Conpany to be bound by all of the provisions contained herein, and
(v) such transfer shall have been made in accordance with the applicable
requirenents of the Securities Purchase Agreenent, and applicable [aw,
including federal and state securities |aws.

10. AMENDMVENT OF REG STRATI ON RI GHTS,

Provi sions of this Agreenent may be amended and the observance thereof
may be waived (either generally or in a particular instance and either
retroactively or prospectively), only with the witten consent of the
Conpany and the Investor. Any anendnent or waiver effected in accordance
with this Section 10 shall be binding upon the Investor and the Conpany

11. M SCELLANEQUS.

a. A person or entity is deened to be a hol der of Registrable Securities
whenever such person or entity owns of record such Registrable Securities
If the Conpany receives conflicting instructions, notices or elections from
two or nore persons or entities with respect to the same Registrable
Securities, the Conpany shall act upon the basis of instructions, notice or
el ection received fromthe regi stered owner of such Registrable Securities

b. Any notices required or permtted to be given under the ternms of this

Agreement shall be sent by registered or certified mail, return receipt
requested, or delivered personally or by courier and shall be effective
five days after being placed in the nail, if mailed, or upon receipt, if

delivered personally or by courier, in each case addressed to a party. The
addresses for such comunications shall be as set forth in the Securities
Purchase Agreenent or, in respect of any party, at such other address of

whi ch such party shall notify the other parties in witing.



c. Failure of any party to exercise any right or renedy under this
Agreement or otherwi se, or delay by a party in exercising such right or
remedy, shall not operate as a waiver thereof.

d. Thi s Agreenment shall be enforced, governed by and construed in
accordance wth the laws of the State of Florida applicable to agreenments
made and to be performed entirely within such State. In the event that any
provision of this Agreement is invalid or unenforceable under any
applicable statute or rule of law, then such provision shall be deened
inoperative to the extent that it may conflict therewith and shall be
deened nodified to conformwith such statute or rule of law. Any provision
hereof which nay prove invalid or unenforceable under any law shall not

affect the validity or enforceability of any other provision hereof.

e. This Agreement and the Securities Purchase Agreement constitute the
entire agreement anobng the parties hereto with respect to the subject
matter hereof and thereof. There are no restrictions, prom ses, warranties
or undertakings, other than those set forth or referred to herein and
therein. This Agreenment and the Securities Purchase Agreenent supersede
all prior agreenents and understandings anbng the parties hereto wth
respect to the subject matter hereof and thereof.

f. Subject to the requirenents of Section 9 hereof, this Agreenent shall
inure to the benefit of and be binding upon the successors and assigns of
each of the parties hereto.

g. The headings in this Agreenent are for convenience of reference only
and shall not limt or otherw se affect the neaning hereof.

h. This Agreenent nay be executed in two or nore identical
counterparts, each of which shall be deened an original but all of which
shall constitute one and the sanme agreenent. This Agreenent, once executed
by a party, nmay be delivered to the other party hereto by facsinile
transm ssion of a copy of this Agreenent bearing the signature of the party
so delivering this Agreenent.

i Each party shall do and perform or cause to be done and
performed, all such further acts and things, and shall execute and deliver
all such other agreenments, certificates, instruments and docunments, as the
other party nmay reasonably request in order to carry out the intent and
acconplish the purposes of this Agreenent and the consummation of the
transacti ons contenpl at ed hereby.

[ SI GNATURES APPEAR ON FOLLOW NG PAGE]
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IN WTNESS WHEREOF, the parties have caused this Registration Rights
Agreenment to be duly executed as of day and year first above witten.

" Conmpany"

GALAXY NUTRI TI ONAL FOCDS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New
Chi ef Executive Oficer

" Buyer"

APOLLO M CROCAP PARTNERS, L.P.

By: /s/ Kyle Krueger

Kyl e Krueger
Managi ng General Partner
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Comment/Description: Securities Purchase
Agreement

(this header is not part of the document)

SECURI TI ES PURCHASE AGREENMENT

THI S SECURI TI ES PURCHASE AGREEMENT (this "Agreenent"), dated as of May
21, 2003, by and between Galaxy Nutritional Foods, Inc., a Delaware
corporation, wth its principal place of business at 2441 Viscount Row,
Olando, FL 32809 (the "Conpany"), and Ruggieri of Wndernere Famly
Limted Partnership, with its principal address at 9922 Lake Louise Drive,
W ndernmere, FL 34786 (the "Buyer").

PRELI M NARY STATEMENTS

A The Conpany has authorized the sale of a certain nunber of shares
of the Conpany's comon stock, par value $0.01 per share (the "Common
Stock") on the terns and subject to the conditions set forth in this
Agr eement ;

B. The Conpany and Buyer are executing and delivering this Agreenent
in reliance wupon the exenption fromsecurities registration afforded by
Rul e 506 under Regulation D ("Regulation D') as pronul gated by the United
States Securities and Exchange Conmission (the "SEC') under the Securities
Act of 1933, as anmended (the "1933 Act");

C. Buyer w shes to purchase, in the amounts and upon the terms and
conditions stated in this Agreenent, shares of Comon Stock;

D. Upon the closing of the transactions contenpl ated hereby, the
parties hereto will execute and deliver a Registration Rights Agreenent in
substantially the formattached hereto as Exhibit A (the "Registration
Rights Agreenent") pursuant to which the Conpany agrees to provide certain
registration rights wunder the 1933 Act and the rules and regulations
pronul gated thereunder, and applicable state securities |aws; and

E. The Conpany intends to enter into other agreenents substantially
in the form of this Agreenent and Registration Rights Agreement with
certain other buyers (the "Qther Buyers") and expect to the conplete the
sale of shares of Common Stock to them however, the Buyer's obligations
hereunder are not expressly conditioned on the purchase by any or all of
the Oher Buyers of the Common Stock that they nay agree to purchase from
t he Conpany.

NOW THEREFORE, in consideration of the premises and the nutual
covenants contained herein and other good and val uabl e consideration, the
recei pt and sufficiency of which are hereby acknow edged, the Conmpany and
the Buyer hereby agree as foll ows:

1. PREAMBLES; PURCHASE AND SALE OF COVMON STOCK; CLOSI NG

a. Prelimnary Statenments. The above prelimnary statenents,
recitals, definitions, preanble and provisions are true and correct and are
incorporated herein as fully as if set forth herein.

b. Purchase of Common Stock. Subject to the terms and
conditions set forth in this Agreenent, the Conpany agrees to issue and
sell to Buyer, and Buyer agrees to purchase fromthe Conpany such nunber of
shares of Commopn Stock (the "Securities") as shall be determined by
di viding the aggregate purchase price of $150,000 (the "Purchase Price") by
the per share purchase price (wth any fractional shares being rounded up
to the next whole share). The per share purchase price shall be equal to
the lesser of (x) 95%of the average of the closing bid price of the Common
Stock on the Principal Market (as defined below) (as reported by Bl oonberg
L.P.) for the Trading Days (as defined bel ow) occurring during the thirty
(30) consecutive cal endar days ending on the cal endar day i nmediately prior
to the date of Closing (as defined below), or (y) $1.80. The term
"Principal Market" shall nmean the American Stock Exchange, the New York
St ock Exchange, the NASDAQ National Market, or the NASDAQ Snal | Cap Market,
whi chever is at the tinme the principal trading exchange or narket for the
Common St ock, based upon share volune, or if the Conmmon Stock is not traded
on an exchange or narket, the OTC Bulletin Board or its successor (as of
the date hereof the Principal Market is the American Stock Exchange). The
term "Trading Day" shall nean any day during which the Common Stock is
traded on the Principal Market. The consummation of the transaction and
the payment of the Purchase Price shall occur at Cosing (as defined
bel ow) .

c. Escrow. Wthin two (2) business days followi ng Buyer's
execution of this Agreenent, Buyer shall deliver to Gbralter Bank, F.S. B.,
as escrow agent ("Escrow Agent"), an anpunt equal to the Purchase Price



(the "Escrow Ampunt") by wire transfer of imediately available United
States Dollars in accordance with the instructions set forth in the Escrow
Agreenment dated as of the date hereof by and anobng the Conpany, Buyer and
Escrow Agent (the "Escrow Agreenent"). Escrow Agent shall hold and
di sburse the Escrow Ampunt in accordance with the ternms and conditions of
the Escrow Agreenent.

d. The Cdosing. The closing ("Closing") of the sale and
purchase of the Securities under this Agreenent is contingent upon the
Conpany's repaynent in full of the existing debt owed to (x) FINOVA Capital
Corporation pursuant to that «certain Security Agreenent dated as of
Novenber 1, 1996, as anended, and (y) FINOVA Mezzanine Capital Inc.
pursuant to that certain Loan Agreenent dated as of Septenmber 30, 1999, as
amended (the "FI NOVA Repaynent"). The FI NOVA Repaynent shall be subject to
and in accordance with the terns of the Escrow Agreenent. The C osing
shall take place at the offices of Baker & Hostetler LLP, 200 South Orange
Avenue, Suite 2300, SunTrust Center, Ol ando, Florida 32801, as of the date
of the FINOVA Repaynent. The consummation of the transaction and the
paynent of the Purchase Price shall occur at dosing, as follows:

(i) Rel ease of Escrow Amount. Escrow Agent shall rel ease
the Escrow Anpunt as provided in the Escrow Agreenent.

(ii) Delivery of Stock Certificate(s). Against paynent to
the Conpany of the Purchase Price therefor, the Conpany shall direct its
stock transfer agent to deliver to Buyer one or nore stock certificates,
duly executed on behalf of the Conpany, representing the Securities being
purchased by Buyer, registered in the name of Buyer, such delivery to Buyer
to be made not later than five (5) business days after the d osing.

2. BUYER S REPRESENTATI ONS AND WARRANTI ES
Buyer represents and warrants to the Conpany that:

a. I nvest ment Purpose. The Securities are being acquired by
Buyer in good faith solely for its own account, for investnent purposes
only, and are not being purchased for resale, resyndication, distribution,
subdivision or fractionalization thereof; Buyer has no contract or
arrangenent with any person to sell, transfer or pledge to any person the
Securities or any part thereof, any interest therein or any rights thereto;
Buyer has no present plans to enter into any such contract or arrangenent;
and Buyer understands that as a result it nust bear the economic risk of
the investnent for an indefinite period of time because the Securities have
not been registered under the 1933 Act, and, therefore, cannot be sold
unl ess they are subsequently registered under the 1933 Act.

b. Accredited Investor Status. Buyer is an "accredited
investor" as that termis defined in Rule 501(a) of Regulation D.

c. Reliance on Exenptions. Buyer understands that t he
Securities are being offered and sold to it under the exenption from the
registration requirements of the United States federal and state securities
laws and that the Conpany is relying upon the truth and accuracy of, and
Buyer's conpliance with, the representations, warranties, agreenents,
acknowl edgnments and under st andi ngs of Buyer set forth herein in order to
determ ne the availability of such exenptions and the eligibility of Buyer
to acquire the Securities.

d. Information. Buyer understands and acknow edges that it is
purchasing the Securities w thout being furnished any offering literature,
prospectus or other materials other than copies of the SEC Docunents (as
defined hereinbelow), that this transaction has not been scrutinized by the
SEC or by any administrative agency charged with the adm nistration of the
securities laws of any state, that all docunments, records and books,
pertaining to the Conpany, its business, finances and operations, and this
investnent have been nmade available to Buyer, and its advisors and

representatives, including its attorney, its accountant and/ or its
purchaser representative, and that the books and records of the Conpany
will be available upon reasonable notice for inspection by Buyer during
reasonabl e business hours at the Conpany's principal place of business.
Buyer and its advisors and representatives, including its attorney, its

accountant and/or its purchaser representative, if any, have reviewed the
SEC Docunents and been afforded the opportunity to ask questions of the
Conpany and have received conplete and satisfactory answers to any such
inquiries. Buyer understands that its investnment in the Securities is
specul ative and involves a high degree of risk of loss and that Buyer nust
be prepared to lose its entire investnment in the Conpany. Buyer has sought
such accounting, legal and tax advice, as it has considered necessary to an
informed investment decision with respect to its acquisition of the
Securities. Buyer, or Buyer together with its purchaser representative, if
any, have such know edge and experience in financial and business matters
that it and such representative are capable of evaluating the nerits and
risks of an investnent in the Securities and of neking an inforned
i nvest ment deci si on.



e. Governnental Review. Buyer understands that no United
States federal or state agency or any other governnent or governnenta
agency has approved or di sapproved or passed on or nmde any recommendati on
or endorsenent of the Securities or the fairness or suitability of the
investment in the Securities, nor have such authorities passed upon or
endorsed the nerits of the offering of the Securities or the accuracy or
adequacy of any of the infornation provided by the Conpany to Buyer
regarding the Conmpany, the Securities or any other matter, and that the
Conpany is relying on the truth and accuracy of the representations
decl arations and warranties herein nmade by Buyer in offering the Securities
for sale to it without having first registered the same under the 1933 Act

f. Transfer or Resale. Buyer understands that, except as
provided in the Registration Rights Agreenent, (i) the Securities have not
been and are not being registered under the 1933 Act or any state
securities laws, and may not be transferred unless (a) subsequently
regi stered thereunder, or (b) Buyer shall have provided the Conpany with a
statenent of the circunstances surrounding the proposed disposition and
shall have delivered to the Conpany an opinion of counsel, reasonably
satisfactory in form scope and substance to the Conpany, to the effect (1)
that the Securities to be sold or transferred nmay be sold or transferred
pursuant to an exenption fromsuch registration and (2) that appropriate
action necessary for conpliance with the 1933 Act has been taken; (ii) any
sal e of such Securities made in reliance on Rule 144 pronul gated under the
1933 Act may be nade only in accordance with the terms of said Rule and
further, if said Rule is not applicable, any resale of such Securities
under circunmstances in which the seller (or the person through whom the
sale is nmade) nay be deened to be an underwiter (as that termis defined
in the 1933 Act) may require conpliance with sonme other exenption under the
1933 Act or the rules and regulations of the SEC thereunder; and (iii)
neither the Conpany nor any other person is wunder any obligation to
regi ster such Securities under the 1933 Act or any state securities |aws or
to conply with the ternms and conditions of any exenption thereunder.

Legends. Buyer understands that the stock certificates
representing the Securities shall bear a restrictive | egend in
substantially the follow ng form (and a stop-transfer order shall be placed
agai nst transfer of such stock certificates)

THE  SECURI TIES REPRESENTED HEREBY HAVE NOT  BEEN
REG STERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED. THE SECURITIES HAVE BEEN ACQU RED FOR
I NVESTMENT AND MAY NOT BE RECFFERED, SOLD, TRANSFERRED,
PLEDGED, OR ASSI GNED I N THE ABSENCE OF (A) AN EFFECTI VE
REG STRATI ON  STATEMENT FOR THE SECURI TIES UNDER SAI D
ACT AND THE STATE SECURI TI ES ACT OR BLUE SKY ACT OF ANY
STATE HAVI NG JURI SDI CTI ON THERECF, OR (B) AN OPI NIl ON OF
COUNSEL, REASONABLY SATI SFACTORY IN FORM  SCOPE AND
SUBSTANCE TO THE COWPANY, THAT REG STRATION IS NOT
REQUI RED UNDER SAI D ACT OR THE SECURI TIES ACT OR BLUE
SKY ACT OF ANY STATE HAVI NG JURI SDI CTI ON W TH RESPECT
THERETO.

h. Aut hori zation; Enforcenent. This Agreenent, the Escrow
Agreenment and the Registration Rights Agreenent have been duly and validly
aut hori zed, executed and delivered on behalf of Buyer and are valid and
bi ndi ng agreenents of Buyer enforceable in accordance with their terns,
subject as to enforceability to general principles of wequity and to
bankruptcy, insolvency, noratorium and other simlar laws affecting the
enforcenent of creditors' rights generally

i Domicile. If Buyer is an individual, Buyer is a resident
of, or if Buyer is an entity, Buyer's principal place of business is
located in, the State of Florida

j. Indemni fication. Buyer acknow edges that Buyer understands
the nmeani ng and | egal consequences of the representations and warranties in
this Section 2, and that the Conmpany has relied upon such representations
and warranties, and Buyer hereby agrees to indemify and hold harm ess the
Conmpany and its of ficers, directors, shar ehol ders, agents and
representatives from and against any and all clainms, denmands, |osses
damages, expenses or liabilities (including attorneys' fees) due to or
arising out of, directly or indirectly, a breach of any such
representations or warranties. Notw thstanding the foregoing, however, no
representation, warranty, acknow edgnent or agreenment made herein by Buyer
shall in any manner be deened to constitute a waiver of any rights granted
to such Buyer under federal or state securities |aws.

k. Short Position and Market Purchases. Buyer is not
purchasing the Securities for the purpose of covering any short position in
the Securities

3. REPRESENTATI ONS AND WARRANTI ES OF THE COWPANY



The Conpany represents and warrants to Buyer that:

a. Organi zation and Qualification. The Conpany is a
corporation duly organi zed and existing in good standing under the laws of
the State of Delaware, and has the requisite corporate power to own its
properties and to carry on its business as now being conducted. The
Conpany is duly qualified as a foreign corporation to do business and is in
good standing in every jurisdiction in which the nature of the business
conducted by it nmakes such qualification necessary and where the failure so
to qualify would have a material adverse effect on the operations,
properties or financial condition of the Conpany taken as a whole (a
"Material Adverse Effect").

b. Aut hori zation; Enforcenent. (i) The Conpany has the
requisite corporate power and authority to enter into and perform this
Agreement and the Registration R ghts Agreenent and to issue the Securities
in accordance wth the terms hereof and thereof, (ii) the execution and
delivery of this Agreement and the Registration R ghts Agreement by the
Conpany and the consummation by it of the transactions contenplated hereby
have been duly authorized by the Conpany's Board of Directors and no
further consent or authorization of the Conpany, its Board of Directors, or
its stockholders is required, (iii) this Agreement and the Registration
Ri ghts Agreenent have been duly executed and delivered by the Conpany, and
(iv) this Agreenent and the Registration Rights Agreenent constitute the
valid and binding obligations of the Conpany enforceable against the
Conpany in accordance with its terms, except as such enforceability nay be
limted by applicable bankruptcy, insolvency, reorganization, noratorium
liquidation or similar laws relating to, or affecting generally, the
enforcement of «creditors' rights and renmedies or by other equitable
principles of general application.

c. Capi talization. As of the date of this Agreenment, the
aut hori zed capital stock of the Conpany consists of (i) 85,000,000 shares
of Common Stock of which 12,761, 685 shares were issued and outstandi ng, and
(ii) 1,000,000 shares of preferred stock, $.01 par value, of which 200, 000
shares have been designated "Series A Preferred Stock," 57,384 of which
were issued and outstanding. Al of such outstanding shares have been
validly issued and are fully paid and nonassessable. Except as set forth
in the SEC Docunents (as defined herein) or in Schedule 3.c. attached
hereto, as of the date of this Agreement (i) there are no outstanding
options, warrants, scrip, rights to subscribe to, calls or commitnents of
any character whatsoever relating to, or securities or rights convertible
into, any shares of capital stock of the Conpany, or arrangenents by which
the Conpany is or nmay becone bound to issue additional shares of capital
stock of the Conpany, and (ii) there are no agreenents or arrangenents
under which the Conpany is obligated to register the sale of any of its
securities under the 1933 Act other than agreenents wth respect to
securities which have been previously registered or are subject to current
regi stration statenents.

d. I ssuance of Securities. The Securities are duly authorized
and, upon issuance in accordance with the terns hereof, shall be wvalidly
issued, fully paid and non-assessable, and free fromall taxes, liens and

charges with respect to the issue thereof.

e. No Conflicts. The execution, delivery and performance of
this Agreenent by the Conpany and the consunmmation by the Conpany of the
transactions contenplated hereby will not (i) result in any violation of
the Conpany's Certificate of Incorporation, as anended, as in effect on the
date hereof ("Certificate of Incorporation") or the Conpany's Bylaws, as in
effect on the date hereof (the "Bylaws") or (ii) conflict wth, or
constitute a default (or an event which with notice or lapse of tine or
both would becone a default) under, or give to others any rights of
termination, anendnent, acceleration or cancellation of, any agreenent,
indenture or instrunent to which the Conpany is a party, or result in a
violation of any law, rule, regulation, order, judgnent or decree
(including federal and state securities |aws and regul ations) applicable to
the Conpany or by which any property or asset of the Conpany is bound or
affected (except for such conflicts, defaults, terminations, anendnents,
accel erations, cancellations and violations as would not, individually or
in the aggregate, have a Material Adverse Effect). The business of the
Conpany is not being conducted in violation of any law, ordinance,
regul ati on of any governnental entity, except for possible violations which
either singly or in the aggregate do not have a Material Adverse Effect.
Except as required under the 1933 Act and any applicable state securities
laws, the Conpany is not required to obtain any consent, authorization or
order of, or make any filing or registration with, any court or
governnental agency in order for it to execute, deliver or perform any of
its obligations under this Agreement in accordance with the terns hereof.

f. Common Stock. The Conpany has registered its Conmobn Stock
pursuant to Section 12(b) or (g) of the 1934 Act (as defined below) and is
in full conpliance with all reporting requirenents of the 1934 Act, and the



Conpany is in conpliance with all requirenents for the continued listing or
quotation of its Common Stock, and such Common Stock is currently listed or
quoted on, the Principal Market. As of the date hereof, the Principal
Market is the American Stock Exchange, and except as set forth in the SEC
Docunents, the Conpany has not received any notice regarding, and to its
knowl edge there is no threat of, the termination or discontinuance of the
eligibility of the Common Stock for such posting or listing.

g. SEC Docunents, Financial Statenents. During the Conpany's
last two (2) fiscal years, the Conpany has filed all reports, schedules,
forms, statenents and other docunments required to be filed by it with the
SEC pursuant to the reporting requirenments of the Securities Exchange Act
of 1934, as anended (the "1934 Act") (all of the foregoing filed prior to
the date hereof and all exhibits included therein and financial statenents
and schedul es thereto and docunents (other than exhibits) incorporated by
reference therein, being hereinafter referred to herein as the "SEC

Docunents"). The Conpany has delivered to Buyer true and conplete copies
of the SEC Docunents, except for such exhibits, schedul es and incorporated
docunent s. As of their respective dates, subject to, wth respect to

certain SEC Docunents, the filing of an anendnent to such SEC Docunents,
the SEC Docunents conplied in all naterial respects with the requirenments
of the 1934 Act and the rules and regulations of the SEC pronulgated
thereunder applicable to the SEC Docunents, and none of the SEC Docunents,
at the time they were filed with the SEC, contained any untrue statenent of
a material fact or omtted to state a material fact required to be stated
therein or necessary in order to make the statenents therein, in light of
the circunstances under which they were made, not nisleading. As of their
respective dates, the financial statements of the Conpany included in the
SEC Docunents conplied as to formin all material respects with applicable
accounting requirenents and the published rules and regul ations of the SEC
with respect thereto. Such financial statements have been prepared in
accordance wth generally accepted accounting principles, consistently
applied, during the periods involved (except (i) as may be otherw se
indicated in such financial statenents or the notes thereto, or (ii) in the
case of unaudited interimstatenments, to the extent they nay exclude
footnotes or may be condensed or summary statenents) and fairly present in
all material respects the financial position of the Conpany as of the dates
thereof and the results of its operations and cash flows for the periods
then ended (subject, in the case of unaudited statenents, to normal year-
end audit adjustnents). No other information provided by or on behalf of
the Conpany to Buyer and referred to in Section 2(d) of this Agreenent
contains any untrue statement of a material fact or omits to state any
material fact necessary in order to nmake the statenments therein, in the
light of the circumstance under which they are or were nade, not
m sl eadi ng.

h. No Material Adverse Change. Since Decenmber 31, 2002, there
has not been any material adverse change in the Conpany's business, results
of operations, or financial condition, other than changes resulting from
general econom c conditions or general econonic trends, except as reflected
in the SEC Docunents filed at least five (5) days prior to the date hereof.

i Absence of Litigation. Except as disclosed in the SEC
Docurments, there is no action, suit, proceeding, inquiry or investigation
before or by any court, public board or body pending or, to the know edge
of the Conpany, threatened against the Conpany, wherein an unfavorable
decision, ruling or finding would have a Material Adverse Effect or which
woul d adversely affect the validity or enforceability of, or the authority
or ability of the Conmpany to performits obligations under, this Agreenent
or any of the docunents contenpl ated herein.

4. COVENANTS

a. Form D. The Conpany agrees to file a FormD with respect to
the Securities as required under Regulation D and to provide a copy thereof
to Buyer pronptly after such filing.

b. Reporting Status. Until the earlier of (i) the date as of
which Buyer nmay sell all the Securities without restriction pursuant to
Rul e 144(k) promul gated under the 1933 Act, or (ii) the date on which Buyer
has sold all of the Securities, the Conpany shall file all reports required
to be filed with the SEC pursuant to the 1934 Act, and the Conpany shall
not termnate its status as an issuer required to file reports wunder the
1934 Act even if the 1934 Act or the rules and regul ati ons thereunder woul d
permit such termination. Buyer shall give notice to the Conpany when it
has sold all of the Securities.

C. Listing of Securities. The Conmpany shall cause the
Securities to be listed on the Principal Market prior to the C osing.

5. TRANSFER AGENT | NSTRUCTI ONS

Buyer acknow edges that the Securities shall be "restricted"
securities, that the Stock Certificates shall bear the restrictive |egend



specified in Section 2(g) of this Agreenent, and that stop-transfer
instructions have been given by the Conpany to its transfer agent wth
respect to the Securities. |f Buyer provides the Conpany with an opinion
of counsel, reasonably satisfactory in form scope and substance to the
Conpany, that registration of a resale by Buyer of any of the Securities is
not required under the 1933 Act or any applicable state securities or blue
sky laws, the Conpany shall pernit the transfer and pronptly instruct its
transfer agent to issue one or nore certificates in such nanme and in such
denoni nations as specified by Buyer.

6. TERM NATI ON
a. Termination. This Agreenment may be terminated as follows:

(i) at any tine prior to Cosing, by mutual witten consent
of all of the parties to this Agreenent, whereupon Buyer and the Conpany
shall deliver to Escrow Agent joint witten instructions to rel ease the
Escrow Anobunt to Buyer;

(ii) at any tine after July 15, 2003, by Buyer, if the
Cl osing has not been effected on or prior to such date and if Buyer is not
then in breach of any termof this Agreenent, pursuant to witten notice by
Buyer to the Conpany and the Escrow Agent; or

(iii) at any time after July 15, 2003, by the Conpany,
if the dosing has not been effected on or prior to such date, if the
Conpany is not then in breach of any termof this Agreenment, pursuant to
witten notice by the Conpany to Buyer and the Escrow Agent.

b. Effect of Termination. Al obligations of the parties
hereunder shall cease wupon any termnation pursuant to Section 6.a.,
provi ded, however, that the provisions of Sections 6.c. and 7 hereof shall
survive any termination of this Agreement.

c. Treatment of Escrow Amount Upon Ternination. If this
Agreenment is ternminated pursuant to its terns, the Escrow Anount shall be
treated as set forth in the Escrow Agreenent.

7. GOVERNI NG LAW M SCELLANEQUS

a. Governing Law. This Agreenent shall be governed by and
interpreted in accordance with the laws of the State of Florida wthout
regard to the principles of conflict of |aws.

b. Counterparts. This Agreenent may be executed in two or nore
identical counterparts, all of which shall be considered one and the sane
agreenent and shall beconme effective when counterparts have been signed by
each party and delivered to the other party. |In the event any signature
page is delivered by facsinmle transnission, the party using such neans of
delivery shall cause three (3) additional original executed signature pages
to be physically delivered to the other party within five (5) days of the
execution and delivery hereof.

C. Headi ngs. The headings of this Agreenent are for
convenience of reference and shall not form part of, or affect the
interpretation of, this Agreenent.

d. Severability. |f any provision of this Agreenent shall be
invalid or unenforceable in any jurisdiction, such invalidity or
unenforceability shall not affect the validity or enforceability of the
remai nder of this Agreenent or the validity or enforceability of this
Agreenent in any other jurisdiction.

e. Entire Agreenent; Anmendnents. This Agreement and the
instrunents referenced herein contain the entire wunderstanding of the
parties with respect to the matters covered herein and therein and, except
as specifically set forth herein or therein, neither the Conpany nor any
Buyer nmakes any representation, warranty, covenant or undertaking wth
respect to such matters. No provision of this Agreement may be waived or
amended other than by an instrunent in witing signed by the party to be
charged with enforcenent.

f. Not i ces. Any notices required or pernmitted to be given
under the ternms of this Agreenent shall be sent by nmil or delivered
personally or by courier and shall be effective five days after being
placed in the mail, if mailed, certified or registered, return receipt

requested, or upon receipt, if delivered personally or by courier, in each
case addressed to a party. The addresses for such communi cations shall be:

If to the Conpany: Galaxy Nutritional Foods, Inc.
2441 Vi scount Row
Ol ando, FL 32809
Tel ephone: (407) 855-5500
Tel ecopy: (407) 855-1099



Attention: M. Christopher J. New

Wth a copy to: Baker & Hostetler LLP
200 South Orange Avenue
Ol ando, FL 32801
Tel ephone: (407) 649-4000
Tel ecopy: (407) 841-0168
Attention: Jeffrey E. Decker, Esqg.

If to Buyer: Ruggi eri of Wndernmere Family Linmted Partnership
9922 Lake Louise Drive
W ndernmere, FL 34786
Tel ephone: (407) 876-6789
Tel ecopy: (407) 876-5261
Attention: M. John Ruggieri

Each party shall provide notice to the other party of any change in
addr ess.

g. Successors and Assigns. This Agreenent shall be binding
upon and inure to the benefit of the parties and their successors and
assigns. Neither the Conpany nor Buyer shall assign this Agreenent or any
rights or obligations hereunder without the prior witten consent of the
other (which consent may be withheld for any reason in the sole discretion
of the party from whom consent is sought).

h. Third Party Beneficiaries. This Agreenment is intended for
the benefit of the parties hereto and their respective permtted successors
and assigns, and is not for the benefit of, nor may any provision hereof be
enforced by, any other person.

i Survival. The representations and warranties of the Buyer
and the Conpany contained in Sections 2 and 3, respectively, shall survive
the Cosing for a period of one (1) year thereafter, provided however that
the representations and warranties of Buyer contained in Sections 2. a.,
2.b. and 2.h. shall survive the Cosing indefinitely.

k. Publicity. The Conpany and Buyer shall have the right to
approve before issuance any press rel eases or any other public statenents
with respect to the transactions contenplated hereby; provided, however,
that the Conpany shall be entitled, without the prior approval of Buyer, to
make any press release with respect to such transactions as the Conpany
determines is required by applicable | aw and regul ati ons.

I, Further Assurances. Each party shall do and perform or
cause to be done and perforned, all such further acts and things, and shall
execute and deliver all such other agreenents, certificates, instruments
and docunents, as the other party nmay reasonably request in order to carry
out the intent and acconplish the purposes of this Agreement and the
consummation of the transactions contenpl ated hereby.

m Expenses. Subject to a maxi mum of $5,000.00, the Conpany
shall pay the reasonabl e fees, expenses and di sbhursenents of Buyer's | egal
counsel arising in connection with the negotiation, execution and

consummation of this Agreenent, the Escrow Agreenent, the Registration
Rights Agreenent and the agreenents and transactions contenplated by such
agr eenent s.
[ SI GNATURES APPEAR ON FOLLOW NG PAGE]
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IN WTNESS WHEREOF, Buyer and the Conpany have caused this Securities
Purchase Agreenent to be duly executed as of the date first witten above.

" Company"

GALAXY NUTRI TI ONAL FOODS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New
Chi ef Executive O ficer
"Buyer"

RUGG ERI OF W NDERVERE
FAM LY LI M TED PARTNERSHI P

By: J&S Ruggieri, LLC, as general partner



By: /s/ John Ruggieri

John Ruggi eri, President

Filename: ex1017-603.txt

Type: EX-10.17

Comment/Description: Registration Rights
Agreement

(this header is not part of the document)

REG STRATI ON RI GHTS AGREEMENT

REG STRATI ON RI GHTS AGREEMENT (this "Agreenment"), dated as of My
21, 2003, by and between Galaxy Nutritional Foods, 1Inc., a Delaware
corporation, wth headquarters located at 2441 Viscount Road, Orlando,
Florida 32809 (the "Conpany"), and Ruggieri of Wndernere Famly Limted
Partnership, wth its principal address at 9922 Lake Louise Drive,
W ndermere, FL 34786 (the "Buyer").

PRELI M NARY STATEMENTS

A In connection wth the Securities Purchase Agreenent by and
between the parties of even date herewith (the "Securities Purchase
Agreenment"), the Conpany has agreed, upon the terns and subject to the
conditions of the Securities Purchase Agreenent, to issue and sell to the
Buyer shares of the Conpany's conmon stock, par value $0.01 per share (the
"Common Stock"); and

B. To induce the Buyer to execute and deliver the Securities
Purchase Agreenent, the Conpany has agreed to provide certain registration
rights wunder the Securities Act of 1933, as anended, and the rules and
regul ati ons thereunder, or any simlar successor statute (collectively, the
"1933 Act"), and applicable state securities |aws.

NOW THEREFORE, in consideration of the premses and the nmnutual
covenants contained herein and other good and val uabl e consideration, the
recei pt and sufficiency of which are hereby acknow edged, the Conmpany and
the Buyer hereby agree as follows:

1. DEFI NI TI ONS.

a. As used in this Agreenent, the following terns shall have the
foll owi ng neani ngs:

(i) "I nvestor” nmeans the Buyer and any transferee or
assignee thereof who agrees to beconme bound by the provisions of this
Agreement in accordance with Section 9 hereof.

(ii) "register," "registered," and "registration" refer to a
registration effected by preparing and filing a Registration Statenent or
Statenents in conpliance with the 1933 Act and pursuant to Rule 415 under
the 1933 Act or any successor rule providing for offering securities on a
continuous basis ("Rule 415"), and the declaration or ordering of
ef fectiveness of such Registration Statenent by the United States
Securities and Exchange Commi ssion (the "SEC').

(iii) "Regi strable Securities" neans the Securities (as
defined in the Securities Purchase Agreenent).

(iv) "Registration Period" nmeans the period commencing on
the date on which the Registration Statement filed pursuant to this
Agreement is declared effective by the SEC and expiring on the date that
(A) the Investor my sell all of the Registrable Securities without
restriction pursuant to Rule 144(k) pronul gated under the 1933 Act, or (B)
the Investor has sold all of the Registrable Securities.

(v) "Registration Statenent"” neans a registration statenent
of the Conpany under the 1933 Act.

b. Capitalized terns used herein and not otherw se defined
herein shall have the respective nmeanings set forth in the Securities
Pur chase Agreenent.



2. REG STRATI ON RI GHTS.

a. Mandatory Registration. The Conpany shall prepare and file with the
SEC a Registration Statement on FormS-3 (or, if such formis unavail able
for such a registration, on such other formas is available for such a
registration) covering the resale of the Registrable Securities. The
Regi stration Statenment (and each anmendnent or suppl enent thereto) shall be
provided to the Buyer and its counsel no later than five business days
prior to its filing or other subm ssion, and shall be subject to approval
by Buyer and its counsel wthin such five business day period, such
approval not to be wunreasonably w thheld. The Conpany wll wuse its
reasonabl e efforts to cause such Registration Statenent to becone effective
as pronptly as practicable but not |ater than 180 days after Cosing, as
defi ned in the Securities Purchase Agreenent (the "Effective Dat e
Deadl i ne")). The Conpany shall notify the Investor in witing by facsinle
transm ssion or enmil notice that such Registration Statenent has been
decl ared effective by the SEC pronptly follow ng the Conpany becom ng aware
of such declaration by the SEC

b. Regi stration Default. If the Registration Statenent
covering the Registrable Securities required to be filed by the Conpany
pursuant to Section 2.a. is not declared effective by the SEC by the
Effective Date Deadline, then the Conpany shall nake the paynents to the
Investor as provided in the next sentence as |iquidated damages and not as
a penalty. The anpunt to be paid by the Conpany to the Investor shall be
determ ned as of each Conputation Date (as defined below), and such amount
shal |l be equal to 2.5% (the "Liquidated Danage Rate") of the product of (i)
the per share purchase price of the Securities under the Securities
Purchase Agreenent and (ii) the nunber of shares of Registrable Securities
then held by the Investor, for the period fromthe Effective Date Deadline
to the first Conputation Date, and for each 30-day period of any subsequent
Conput ati on Dates thereafter, in each case calculated on a pro rata basis
to the date on which the Registration Statement is declared effective by
the SEC (the "Periodic Amount"). The full Periodic Ambunt shall be paid by
the Conpany to the Investor by wire transfer of immediately avail able funds
within three business days after each Conputation Date or three business
days after the date on which the Registration Statenent is declared
effective by the SEC, whichever occurs earlier.

As used in this Section 2.b., "Conputation Date" neans the date which
is 30 days after the Effective Date Deadline and, if the Registration
Statement to be filed by the Conpany pursuant to Section 2(a) has not
theretof ore been declared effective by the SEC, each date which is 30 days
after the previous Conputation Date until such Registration Statement is so
decl ared effective.

c. Pi ggy- Back Registrations. |If at any time prior to filing a
Regi stration Statenent under this Agreenent, the Conpany shall file wth
the SEC a Registration Statenent relating to an offering for its own
account or the account of others under the 1933 Act of any of its equity
securities (other than on Form S-4 or Form S-8 or their then equivalents
relating to equity securities to be issued solely in connection wth any
acquisition of any entity or business or equity securities issuable in
connection with stock option or other enployee benefit plans), the Conpany
shall send to the Investor who is entitled to registration rights under
this Section 2 witten notice of the intended filing of such Registration
Statement and, if within twenty (20) days after recei pt of such notice, the
Investor shall so request in witing, the Conpany shall include in such
Regi stration Statenment all or any part of the Registrable Securities the
I nvestor requests to be registered, except that if, in connection with any
underwitten public offering for the account of the Conpany the nanaging
underwriter(s) thereof shall inpose a limtation on the nunber of shares of
Common  Stock which may be included in the Registration Statenment because,
in such underwiter(s)' judgnent, marketing or other factors dictate such
limtation is necessary to facilitate public distribution, then the Conpany
shall be obligated to include in such Registration Statenment only a limted
portion of the Registrable Securities with respect to which the Investor
has requested inclusion hereunder, such portion to be deternmned as
hereinafter provided; provided that no portion of the equity securities
which the Conpany is offering for its own account shall be excluded;
provi ded, further that the Conmpany shall be entitled to exclude Registrable
Securities to the extent necessary to avoid breaching obligations existing
prior to the date hereof to other stockholders of the Conpany. Subject to
the foregoing, the Conpany shall not exclude any Registrable Securities
unless the Conpany has first excluded all outstanding securities, the
hol ders of which are not entitled to inclusion of such securities in such
Regi stration Statement or are not entitled to pro rata inclusion wth the
Regi strable Securities, and, after giving effect to the inmmediately
precedi ng cl ause, any exclusion of Registrable Securities shall be nade pro
rata with holders of other securities having the right to include such
securities in the Registration Statement other than hol ders of securities
entitled to inclusion of their securities in such Registration Statenent by
reason of demand registration rights. The obligations of the Conpany under
this Section 2 may be waived by the Investor. If an offering in connection



with which the Investor is entitled to registration under this Section 2.
is an underwitten offering, then if the Investor's Registrable Securities
are included in such Registration Statenment the Investor shall, unless
ot herwi se agreed by the Conpany, offer and sell such Registrable Securities
in an underwritten offering using the same underwriter or underwiters and,
subject to the provisions of this Agreenent, on the same terns and
conditions as other shares of Commobn Stock included in such underwitten
of fering.

3. OBLI GATI ONS OF THE COVPANY.

In connection with the registration of the Registrable Securities, the
Conpany shall have the follow ng obligations:

a. A Registration Statenent filed pursuant to this Agreenent (including
any anendnments or supplements thereto and prospectuses contained therein)
shall not contain any untrue statenent of a material fact or onit to state
a material fact required to be stated therein, or necessary to nake the
statenents therein, in light of the circunstances in which they were made,
not mi sl eadi ng.

b. The Conpany shall prepare and file with the SEC such anendnents
(including post-effective amendnents) and supplements to the Registration
Statement and the prospectus used in connection with the Registration
Statenment as nmay be necessary to keep the Registration Statenment effective
at all tinmes during the Registration Period, and, during the Registration
Period, conply wth the provisions of the 1933 Act with respect to the
disposition of all Registrable Securities of the Conpany covered by the
Regi stration Statenent wuntil such time as all of such Regi strabl e
Securities have been disposed of in accordance with the intended methods of
disposition by the seller or sellers thereof as set forth in the
Regi stration Statenent.

c. The Conpany shall furnish to the Investor if its Registrable
Securities are included in the Registration Statement and its |egal counsel
(i) pronptly after the same is prepared and publicly distributed, filed
with the SEC, or received by the Conpany, one copy of the Registration
Statement and any anendnent thereto, each prelimnary prospectus and
prospectus and each amendnent or supplenent thereto, and (ii) such nunber
of copies of a prospectus, including a prelimnary prospectus, and all
amendnents and suppl ements thereto and such other docunents as the Investor
may reasonably request in order to facilitate the disposition of the
Regi strabl e Securities owned by the Investor.

d. As pronptly as practicable after becoming aware of
such event, the Conpany shall notify the Investor of the happening of any
event, of which the Conpany has know edge, as a result of which the
prospectus included in the Registration Statenent, as then in effect,
includes an wuntrue statenent of a material fact or omssion to state a
material fact required to be stated therein or necessary to make the
statenents therein, in light of the circunstances under which they were
made, not msleading, and use its best efforts pronptly to prepare a
suppl enent or anendnment to the Registration Statenent to correct such
untrue statenent or omi ssion, and deliver such nunber of copies of such
supplenent or anendnment to the Investor as the Investor nmmy reasonably
request .

e. The Conpany shall use its best efforts to prevent the
issuance of any stop order or other suspension of effectiveness of a
Regi stration Statenent, and, if such an order is issued, to obtain the
wi t hdrawal of such order at the earliest possible nonent and to notify the
Investor if the Investor holds Registrable Securities being sold (or, in
the event of an underwitten offering, the managi ng underwriters) of the
i ssuance of such order and the resol ution thereof.

f. The Conpany shall hold in confidence and not nake any disclosure
of information concerning the Investor provided to the Conpany unless (i)
the Conpany deternines disclosure of such information is necessary to
conply wth federal or state securities laws, (ii) the disclosure of such
information is necessary to avoid or correct a misstatenent or omission in
any Registration Statement, (iii) the release of such information is
ordered pursuant to a subpoena or other final, non-appeal able order from a
court or governnental body of conpetent jurisdiction, or (iv) such
information has been nade generally available to the public other than by
disclosure in violation of this or any other agreement. The Conpany agrees
that it shall, upon |learning that disclosure of such information concerning
the Investor is sought in or by a court or governnental body of conpetent
jurisdiction or through other means, give pronpt notice to the |Investor and
allow the Investor, at the Investor's expense, to undertake appropriate
action to prevent disclosure of, or to obtain a protective order for, such
information

. The Conpany shall use its best efforts to cause all the
Regi strabl e Securities covered by the Registration Statement to be listed



on the American Stock Exchange and on each additional national securities
exchange on which securities of the sane class or series issued by the
Conpany are then listed, if any, if the listing of such Registrable
Securities is then permtted under the rules of such exchange.

h. The Conpany shall cooperate with the Investor if it holds
Regi strable Securities and the managing underwiter or underwiters, if
any, to facilitate the tinmely preparation and delivery of certificates
representing the Registrable Securities to be offered pursuant to the
Regi stration Statenent and enable such certificates to be in such
denoni nations or amounts, as the case nay be, as the managing underwriter
or underwiters, if any, or the Investor may reasonably request and
registered in such names as the managi ng underwriter or underwiters, if
any, or the Investor may request.

4. OBLI GATI ONS OF THE | NVESTOR.

In connection with the registration of the Registrable Securities, the
Investor shall have the follow ng obligations:

a. It shall be a condition precedent to the obligations of the Conpany to
conplete the registration of Registrable Securities pursuant to this
Agreement that the Investor shall furnish to the Conpany such information
regarding itself, the Registrable Securities held by it and the intended

net hod of disposition of the Registrable Securities held by it as shall be
reasonabl y required to effect the registration of such Registrable
Securities and shall execute such docunents in connection with such

registration as the Conpany may reasonably request. At least five (5) days
prior to the first anticipated filing date of the Registration Statenent,
the Conpany shall notify the Investor of the information the Conpany
requires from the |Investor if the Investor elects to have any of the
Investor's Registrable Securities included in the Registration Statenent.

b. The Investor by the Investor's acceptance of the Registrable
Securities agrees to cooperate with the Conpany as reasonably requested by
t he Conpany in connection with the preparation and filing of the
Regi stration Statenment hereunder, unless the Investor has notified the
Conpany in witing of the Investor's election to exclude all of the
Investor's Registrable Securities fromthe Registration Statenent.

c. The Investor agrees that, upon receipt of any notice fromthe Conpany
of the happening of any event of the kind described in Section 3(d) or
3(e), the Investor will imediately discontinue disposition of Registrable
Securities pursuant to the Registration Statement covering such Registrable
Securities wuntil the Investor's receipt of the copies of the supplenented
or anended prospectus contenplated by Section 3(d) or 3(e) and, if so
directed by the Conpany, the Investor shall deliver to the Conpany (at the
expense of the Conpany) or destroy (and deliver to the Conpany a
certificate of destruction) all copies in the Investor's possession, of the
prospectus covering such Registrable Securities current at the tine of
recei pt of such notice.

d. The Investor nmay not participate in any underwitten
registration hereunder wunless the Investor (i) agrees to sell t he
Investor's Registrable Securities on the basis provided in any underwiting
arrangenents, (ii) conpletes and executes all questionnaires, powers of
attorney, indemities, underwiting agreenents and ot her docunent s
reasonably required under the terms of such underwiting arrangenents
(provided that all such agreenents and docunments shall be in substantially
the sanme form as those executed by the Conpany and the other selling
st ockhol ders participating in such distribution), and (iii) agrees to pay
its pro rata share of all underwiting discounts and conmi ssions.

e. The Investor shall give notice to the Conpany when it has
sold all of the Registrable Securities.

5. EXPENSES OF REGQ STRATI ON.

Al reasonable expenses, other than wunderwiting discounts and

commi ssions, incurred in connection wth registrations, filings or
qualifications pursuant to Sections 2 and 3, including, without limtation,
all registration, listing and qualifications fees, printers and accounting

fees, the fees and di sbursenents of counsel for the Conpany, shall be borne
by the Conpany. Notwi t hst andi ng the foregoing, the Investor shall be
responsible for all expenses, fees and disbursements incurred by such
Investor or on such Investor's behalf, including all fees and disbursenments
of counsel to the Investor.

6. | NDEMNI FI CATI ON.

In the event any Registrable Securities are included in a Registration
St at ement under this Agreement:

a. To the extent pernmitted by law, the Conmpany will indemify, hold



harm ess and defend (i) the Investor who hol ds such Registrable Securities,
and (ii) the directors, officers and each person who controls the Investor
wi thin the neaning of the 1933 Act or the Securities Exchange Act of 1934,
as anended (the "1934 Act"), if any, (each, an "Indemified Person"),
against any |osses, clains, danages, liabilities or expenses (joint or
several) (collectively, "Cains") to which any of them may becone subject
insofar as such dains (or actions or proceedi ngs, whether conmmenced or
threatened, in respect thereof) arise out of or are based wupon: (i) any
untrue statement or alleged untrue statenent of a material fact in a
Regi stration Statenent or the om ssion or alleged omssion to state a
material fact therein required to be stated or necessary to make the
statenents therein not msleading, (ii) any untrue statement or alleged
untrue statenent of a material fact contained in any prelimnary prospectus
if used prior to the effective date of such Registration Statement, or
contained in the final prospectus (as anmended or supplenented, if the
Conpany files any anendnent thereof or supplenent thereto with the SEC) or
the omssion or alleged omssionto state therein any naterial fact
necessary to neke the statements mnmade therein, in [light of t he
circunstances under which the statenents therein were nade, not mi sl eading,
or (iii) any violation or alleged violation by the Conpany of the 1933 Act,
the 1934 Act, any other law, including, without limtation, any state
securities law, or any rule or regulation thereunder relating to the offer
or sale of the Registrable Securities pursuant to a Registration Statenent
(the matters in the foregoing clauses (i) through (iii) bei ng,
collectively, "Violations"). Subject to the restrictions set forth in
Section 6(d) with respect to the nunber of |egal counsel, the Conpany shall
rei nburse the Investor or controlling person, pronptly as such expenses are
incurred and are due and payable, for any legal fees or other reasonable
expenses incurred by themin connection with investigating or defending any
such Caim Notwi thstanding anything to the contrary contained herein, the
indemification agreenent contained in this Section 6(a): (i) shall not
apply to a Claimarising out of or based upon a Violation which occurs in
reliance wupon and in conformty with infornmation furnished in witing to
the Conpany by any Indemified Person expressly for use in connection with
the preparation of the Registration Statement or any such anmendnent thereof
or supplenment thereto, if such prospectus was tinmely nade avail able by the
Conpany pursuant to Section 3(c) hereof; (ii) wth respect to any
prelimnary prospectus, shall not inure to the benefit of any such person
from whom the person asserting any such O aimpurchased the Registrable
Securities that are the subject thereof (or to the benefit of any person
controlling such person) if the untrue statement or omission of nmaterial
fact contained in the prelimnary prospectus was corrected in t he
prospectus, as then anended or supplenmented, if such prospectus was tinely
made avail able by the Conpany pursuant to Section 3(c) hereof; (iii) shall
not be available to the extent such Caimis based on a failure of the
Investor to deliver or to cause to be delivered the prospectus nade
available by the Conpany; and (iv) shall not apply to anounts paid in
settlenent of any Caimif such settlenent is effected without the prior
witten consent of the Conpany, which consent shall not be unreasonably

wi t hhel d. Such indemity shall remain in full force and effect regardl ess
of any investigation made by or on behalf of the Indemified Person and
shall survive the transfer of the Registrable Securities by the Investor

pursuant to Section 9.

b. In connection with any Registration Statenment in which the Investor is
participating, the Investor agrees to indemify, hold harm ess and defend,
to the sane extent and in the same nanner set forth in Section 6(a), the
Conpany, each of its directors, each of its officers who signs the
Regi stration Statenent, each person, if any, who controls the Conpany
within the neaning of the 1933 Act or the 1934 Act, any underwiter and any
ot her stockhol der selling securities pursuant to the Registration Statenent
or any of its directors or officers or any person who controls such
st ockhol der or underwiter within the nmeaning of the 1933 Act or the 1934
Act (collectively and together with an indemified Person, an "Indemified
Party"), against any daimto which any of them nay beconme subject, under
the 1933 Act, the 1934 Act or otherwi se, insofar as such Caimarises out
of or is based upon any Violation, in each case to the extent (and only to
the extent) that such violation occurs in reliance upon and in confornity
with witten information furnished to the Conpany by the Investor expressly
for use in connection with such Registration Statement or to the extent
such Caimis based upon any violation or alleged violation by the Investor
of the 1933 Act, 1934 Act or any other law, and the Investor will reinburse
any legal or other expenses reasonably incurred by themin connection with
investigating or defending any such Caim provided, however, that the

indemity agreenent contained in this Section 6(b) shall not apply to
amounts paid in settlement of any aimif such settlement is effected
wi thout the prior witten consent of the Investor, which consent shall not

be unreasonably withheld; provided, further, however, that the Investor
shall be liable under this Section 6(b) for only that anbunt of a daim as
does not exceed the net proceeds to the Investor as a result of the sale of
Regi strable Securities pursuant to such Registration Statenent. Such
indemmity shall remain in full force and effect regardless of any
investigation nmade by or on behalf of such Indemified Party and shall
survive the transfer of the Registrable Securities by the Investor pursuant



to Section 9. Notwi thstanding anything to the contrary contained herein
the indemification agreenent contained in this Section 6(b) with respect
to any prelimnary prospectus shall not inure to the benefit of any
Indermified Party if the untrue statement or onmission of material fact
contained in the prelimnary prospectus was corrected on a tinmely basis in
the prospectus, as then anended or suppl ement ed

c. The Conpany shall be entitled to receive indemities from
underwiters, selling brokers, dealer managers and simlar securities
industry professionals participating in any distribution, to the sanme
extent as provided above, with respect to information such persons so
furnished in witing by such persons expressly for inclusion in the
Regi stration Statenent.

d. Pronptly after receipt by an Indemified Person or Indemified Party
under this Section 6 of notice of the commencenent of any action (including
any governnental action), such Indemified Person or Indemified Party
shall, if a Claimin respect thereof is to nade agai nst any indemifying
party under this Section 6, deliver to the indemifying party a witten
notice of the comencenent thereof, and the indemifying party shall have
the right to participate in, and, to the extent the indemifying party so
desires, jointly with any other indemifying party simlarly noticed, to
assune control of the defense thereof with counsel nutually satisfactory to
the indemifying party and the |Indemified Person or the Indemified Party
as the case may be; provided, however, that an Indemified Person or
Indemmified Party shall have the right to retain its own counsel wth the
fees and expenses to be paid by the indemifying party, if, in the
reasonabl e opinion of counsel retained by the indemifying party, the
representation by such counsel of the Indemified Person or [|ndemified
Party and the indemifying party would be inappropriate due to actual or

pot enti al differing interests between such Indemified Per son or
Indemmified Party and any other party represented by such counsel in such
pr oceedi ng. The failure to deliver witten notice to the indemifying

party within a reasonable time of the commrencenent of any such action shal
not relieve such indemifying party of any liability to the |ndemified
Person or Indemified Party under this Section 6, except to the extent that
the indemifying party is prejudiced inits ability to defend such action
The indemification required by this Section 6 shall be made by periodic
paynents of the anmount thereof during the course of the investigation or
defense, as such expense, |oss, damage or liability is incurred and is due
and payabl e.

7. CONTRI BUTI ON

To the extent any indemification by an indemifying party is
prohibited or limted by law, the indemifying party agrees to make the
maxi mum contribution wth respect to any anounts for which it would
ot herwi se be liable under Section 6 to the fullest extent permtted by |aw
provi ded, however, that (i) no contribution shall be made  under
ci rcunst ances wher e the maker would not have been liable for
i ndemmi fi cation under the fault standards set forth in Section 6, (ii) no
seller of Registrable Securities guilty of fraudulent msrepresentation
(within the nmeaning of Section 11(f) of the 1933 Act) shall be entitled to
contribution fromany seller of Registrable Securities who was not guilty
of such fraudul ent nisrepresentation, and (iii) contribution by any seller
of Registrable Securities shall be limted in amount to the net ambunt of
proceeds received by such seller from the sale of such Registrable
Securities.

8. REPORTS UNDER THE 1934 ACT

Wth a viewto naking available to the Investor the benefits of Rule
144 promul gated under the 1933 Act or any other simlar rule or regulation
of the SEC that nay at any tine permt the Investor to sell securities of
the Conpany to the public without registration ("Rule 144"), the Conpany
agrees to:

a. make and keep public information available, as those terns are
under st ood and defined in Rule 144

b. file with the SECin a tinely manner all reports and other docunents
required of the Conpany under the 1933 Act and the 1934 Act so long as the
Conpany remains subject to such requirenents (it being understood that
nothing herein shall linmt the Conpany's obligations under Section 4(c) of
the Securities Purchase Agreement) and the filing of such reports and other
docunents is required for the applicable provisions of Rule 144; and

C. furnish to the Investor so long as the Investor owns Registrable
Securities, pronptly upon request, (i) a witten statenent by the Conpany
that it has conplied with the reporting requirenents of Rule 144, the 1933
Act and the 1934 Act, (ii) a copy of the nost recent annual or quarterly
report of the Conmpany and such other reports and documents so filed by the
Conpany, and (iii) such other information as nay be reasonably requested to
permit the investors to sell such securities pursuant to Rule 144 without



regi stration
9. ASS| GNMENT OF REG STRATI ON RI GHTS,

The rights to have the Conpany register Registrable Securities
pursuant to this Agreement shall be autonmatically assignable by the
Investors to any transferee of all or any portion of Registrable Securities
if: (i) the Investor agrees in witing with the transferee or assignee to
assign such rights, and a copy of such agreenment is furnished to the
Conpany pronptly after such assignnent, (ii) the Conpany is, pronptly after
such transfer or assignment, furnished with witten notice of (a) the nane
and address of such transferee or assignee, and (b) the securities wth
respect to which such registration rights are being transferred or
assigned, (iii) immediately follow ng such transfer or assignnent the
further disposition of such securities by the transferee or assignee is
restricted under the 1933 Act and applicable state securities laws, (iv) at
or before the tine the Conpany receives the witten notice contenpl ated by
clause (ii) of this sentence the transferee or assignee agrees in witing
with the Conpany to be bound by all of the provisions contained herein, and
(v) such transfer shall have been nmade in accordance with the applicable
requirenents of the Securities Purchase Agreenent, and applicable [aw,
including federal and state securities |aws.

10. AMENDMVENT OF REG STRATI ON RI GHTS,

Provi sions of this Agreenent may be amended and the observance thereof
may be waived (either generally or in a particular instance and either
retroactively or prospectively), only with the witten consent of the
Conpany and the Investor. Any anendnent or waiver effected in accordance
with this Section 10 shall be binding upon the Investor and the Conpany

11. M SCELLANEQUS.

a. A person or entity is deemed to be a holder of Registrable Securities
whenever such person or entity owns of record such Registrable Securities
If the Conpany receives conflicting instructions, notices or elections from
two or nore persons or entities with respect to the same Registrable
Securities, the Conpany shall act upon the basis of instructions, notice or
el ection received fromthe regi stered owner of such Registrable Securities

b. Any notices required or permtted to be given under the ternms of this

Agreenment shall be sent by registered or certified mail, return receipt
requested, or delivered personally or by courier and shall be effective
five days after being placed in the nail, if mailed, or upon receipt, if

delivered personally or by courier, in each case addressed to a party. The
addresses for such comunications shall be as set forth in the Securities
Purchase Agreenent or, in respect of any party, at such other address of

whi ch such party shall notify the other parties in witing.

c. Failure of any party to exercise any right or renedy under this
Agreement or otherwi se, or delay by a party in exercising such right or
remedy, shall not operate as a waiver thereof

d. Thi s Agreenment shall be enforced, governed by and construed in
accordance wth the laws of the State of Florida applicable to agreenents
made and to be performed entirely within such State. In the event that any
provision of this Agreement is invalid or unenforceable under any
applicable statute or rule of law, then such provision shall be deened
inoperative to the extent that it may conflict therewith and shall be
deened nodified to conformwith such statute or rule of law. Any provision
hereof which nay prove invalid or unenforceable under any law shall not

affect the validity or enforceability of any other provision hereof

e. This Agreerment and the Securities Purchase Agreenent constitute the
entire agreement anobng the parties hereto with respect to the subject
matter hereof and thereof. There are no restrictions, prom ses, warranties
or undertakings, other than those set forth or referred to herein and
therein. This Agreenment and the Securities Purchase Agreenent supersede
all prior agreenents and understandings anong the parties hereto wth
respect to the subject matter hereof and thereof

f. Subject to the requirenents of Section 9 hereof, this Agreement shal
inure to the benefit of and be binding upon the successors and assigns of
each of the parties hereto

The headings in this Agreenent are for convenience of reference only
and shall not limt or otherw se affect the neani ng hereof

h. This Agreenment nay be executed in two or nore identica
counterparts, each of which shall be deenmed an original but all of which
shal | constitute one and the sane agreenent. This Agreenent, once executed
by a party, may be delivered to the other party hereto by facsinle
transm ssion of a copy of this Agreenent bearing the signature of the party
so delivering this Agreenent



i Each party shall do and perform or cause to be done and
performed, all such further acts and things, and shall execute and deliver
all such other agreenments, certificates, instruments and docunments, as the
other party nmay reasonably request in order to carry out the intent and
acconplish the purposes of this Agreenent and the consummation of the
transacti ons contenpl at ed hereby.

[ SI GNATURES APPEAR ON FOLLOW NG PAGE]
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IN WTNESS WHEREOF, the parties have caused this Registration Rights
Agreenment to be duly executed as of day and year first above witten.

" Conmpany"

GALAXY NUTRI TI ONAL FOCDS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New
Chi ef Executive Oficer

" Buyer"

RUGGE ERI OF W NDERVERE
FAM LY LI M TED PARTNERSHI P

By: J&S Ruggieri, LLC, as general partner

By: /s/ John Ruggieri

John Ruggi eri, President

Filename: ex1018-603.txt

Type: EX-10.18

Comment/Description: Securities Purchase
Agreement

(this header is not part of the document)

SECURI TI ES PURCHASE AGREEMENT

THI S SECURI TI ES PURCHASE AGREEMENT (this "Agreenent"), dated as of May
21, 2003, by and between Galaxy Nutritional Foods, 1Inc., a Delaware
corporation, wth its principal place of business at 2441 Viscount Row,
Olando, FL 32809 (the "Conpany"), and Ruggieri Financial Pension Plan,
with its principal address at 9922 Lake Louise Drive, Wndernere, FL 34786
(the "Buyer").

PRELI M NARY STATEMENTS

A The Conpany has authorized the sale of a certain nunber of shares
of the Conpany's common stock, par value $0.01 per share (the "Conmon
Stock") on the terns and subject to the conditions set forth in this
Agr eement ;

B. The Conpany and Buyer are executing and delivering this Agreenent
in reliance wupon the exenption fromsecurities registration afforded by
Rul e 506 under Regulation D ("Regulation D') as pronul gated by the United
States Securities and Exchange Conmmission (the "SEC') under the Securities
Act of 1933, as anmended (the "1933 Act");

C. Buyer wi shes to purchase, in the anpbunts and upon the terns and
conditions stated in this Agreenent, shares of Common Stock;

D. Upon the closing of the transactions contenpl ated hereby, the
parties hereto will execute and deliver a Registration Rights Agreenent in



substantially the formattached hereto as Exhibit A (the "Registration
Rights Agreenent") pursuant to which the Conpany agrees to provide certain
registration rights wunder the 1933 Act and the rules and regulations
pronul gated thereunder, and applicable state securities |aws; and

E. The Conpany intends to enter into other agreenments substantially
in the form of this Agreement and Registration Rights Agreement with
certain other buyers (the "Qther Buyers") and expect to the conplete the
sale of shares of Common Stock to them however, the Buyer's obligations
hereunder are not expressly conditioned on the purchase by any or all of
the Oher Buyers of the Common Stock that they nay agree to purchase from
t he Conpany.

NOW THEREFORE, in consideration of the premises and the nutual
covenants contained herein and other good and val uabl e consi deration, the
recei pt and sufficiency of which are hereby acknow edged, the Conpany and
the Buyer hereby agree as follows:

1. PREAMBLES; PURCHASE AND SALE OF COVMON STOCK; CLOSI NG

a. Prelimnary Statements. The above prelimnary statenents,
recitals, definitions, preanble and provisions are true and correct and are
incorporated herein as fully as if set forth herein.

b. Purchase of Common Stock. Subject to the terns and
conditions set forth in this Agreenent, the Conpany agrees to issue and
sell to Buyer, and Buyer agrees to purchase fromthe Conpany such nunber of
shares of Comon Stock (the "Securities") as shall be determned by
dividing the aggregate purchase price of $100,000 (the "Purchase Price") by
the per share purchase price (wWth any fractional shares being rounded up
to the next whole share). The per share purchase price shall be equal to
the |l esser of (x) 95%of the average of the closing bid price of the Common
Stock on the Principal Market (as defined below) (as reported by Bl oonberg
L.P.) for the Trading Days (as defined below) occurring during the thirty
(30) consecutive cal endar days ending on the cal endar day i nmediately prior
to the date of Closing (as defined below), or (y) $1.80. The term
"Principal Market" shall nmean the American Stock Exchange, the New York
Stock Exchange, the NASDAQ National Market, or the NASDAQ Snal | Cap Market,
whi chever is at the tine the principal trading exchange or market for the
Common St ock, based upon share volune, or if the Common Stock is not traded
on an exchange or market, the OTC Bulletin Board or its successor (as of
the date hereof the Principal Market is the American Stock Exchange). The
term "Trading Day" shall nean any day during which the Commobn Stock is
traded on the Principal Market. The consunmation of the transaction and
the payment of the Purchase Price shall occur at Cosing (as defined
bel ow) .

c. Escr ow. Wthin two (2) business days following Buyer's
execution of this Agreenment, Buyer shall deliver to Gbralter Bank, F.S.B.,
as escrow agent ("Escrow Agent"), an anpunt equal to the Purchase Price
(the "Escrow Anmpunt") by wire transfer of imediately available United
States Dollars in accordance with the instructions set forth in the Escrow
Agreement dated as of the date hereof by and anong the Conpany, Buyer and
Escrow Agent (the "Escrow Agreenent"). Escrow Agent shall hold and
di sburse the Escrow Ampunt in accordance with the ternms and conditions of
the Escrow Agreenent.

d. The Cosing. The closing ("Cosing") of the sale and
purchase of the Securities under this Agreement is contingent wupon the
Conpany's repaynent in full of the existing debt owed to (x) FINOVA Capital
Corporation pursuant to that «certain Security Agreement dated as of
Novenber 1, 1996, as anended, and (y) FINOVA Mezzanine Capital Inc.
pursuant to that certain Loan Agreenent dated as of Septenber 30, 1999, as
amended (the "FI NOVA Repaynent"). The FI NOVA Repaynent shall be subject to
and in accordance with the ternms of the Escrow Agreenent. The dosing
shall take place at the offices of Baker & Hostetler LLP, 200 South Orange
Avenue, Suite 2300, SunTrust Center, Ol ando, Florida 32801, as of the date
of the FINOVA Repaynent. The consummation of the transaction and the
paynment of the Purchase Price shall occur at dosing, as follows:

(i) Rel ease of Escrow Ampunt. Escrow Agent shall rel ease
the Escrow Anpunt as provided in the Escrow Agreenent.

(ii) Delivery of Stock Certificate(s). Against paynent to
the Conpany of the Purchase Price therefor, the Conpany shall direct its
stock transfer agent to deliver to Buyer one or nore stock certificates,
duly executed on behalf of the Conpany, representing the Securities being
purchased by Buyer, registered in the name of Buyer, such delivery to Buyer
to be made not later than five (5) business days after the O osing.

2. BUYER S REPRESENTATI ONS AND WARRANTI ES

Buyer represents and warrants to the Conpany that:



a. I nvest ment Purpose. The Securities are being acquired by
Buyer in good faith solely for its own account, for investnent purposes
only, and are not being purchased for resale, resyndication, distribution
subdivision or fractionalization thereof; Buyer has no contract or
arrangenent with any person to sell, transfer or pledge to any person the
Securities or any part thereof, any interest therein or any rights thereto
Buyer has no present plans to enter into any such contract or arrangenent
and Buyer understands that as a result it nust bear the economc risk of
the investnent for an indefinite period of time because the Securities have
not been registered under the 1933 Act, and, therefore, cannot be sold
unl ess they are subsequently registered under the 1933 Act

b. Accredited Investor Status. Buyer is an "accredited
investor"” as that termis defined in Rule 501(a) of Regulation D

C. Reliance on Exenptions. Buyer understands that t he
Securities are being offered and sold to it under the exenption from the
registration requirements of the United States federal and state securities
laws and that the Conpany is relying upon the truth and accuracy of, and
Buyer's conpliance with, the representations, warranties, agreements
acknowl edgnments and under st andi ngs of Buyer set forth herein in order to
determi ne the availability of such exenptions and the eligibility of Buyer
to acquire the Securities

d. Informati on. Buyer understands and acknow edges that it is
purchasing the Securities wthout being furnished any offering literature
prospectus or other materials other than copies of the SEC Docunents (as
defined hereinbelow), that this transaction has not been scrutinized by the
SEC or by any adm nistrative agency charged with the administration of the
securities laws of any state, that all documents, records and books
pertaining to the Conpany, its business, finances and operations, and this
investment have been nmade available to Buyer, and its advisors and

representatives, including its attorney, its accountant and/ or its
purchaser representative, and that the books and records of the Conpany
will be available upon reasonable notice for inspection by Buyer during
reasonabl e business hours at the Conpany's principal place of business

Buyer and its advisors and representatives, including its attorney, its

accountant and/or its purchaser representative, if any, have reviewed the
SEC Docunents and been afforded the opportunity to ask questions of the
Conpany and have received conplete and satisfactory answers to any such
inquiries. Buyer understands that its investnent in the Securities is
specul ative and involves a high degree of risk of |oss and that Buyer nust
be prepared to lose its entire investnment in the Conpany. Buyer has sought
such accounting, legal and tax advice, as it has considered necessary to an
informed investment decision with respect to its acquisition of the
Securities. Buyer, or Buyer together with its purchaser representative, if
any, have such know edge and experience in financial and business matters
that it and such representative are capable of evaluating the nerits and
risks of an investment in the Securities and of neking an informed
i nvest ment deci sion

e. CGovernnental Review. Buyer understands that no United
States federal or state agency or any other government or governnenta
agency has approved or di sapproved or passed on or nade any recommendati on
or endorsenent of the Securities or the fairness or suitability of the
investment in the Securities, nor have such authorities passed upon or
endorsed the nerits of the offering of the Securities or the accuracy or
adequacy of any of the information provided by the Conpany to Buyer
regarding the Conpany, the Securities or any other matter, and that the
Conpany is relying on the truth and accuracy of the representations
decl arations and warranties herein nmade by Buyer in offering the Securities
for sale to it without having first registered the same under the 1933 Act

f. Transfer or Resale. Buyer understands that, except as
provided in the Registration R ghts Agreenment, (i) the Securities have not
been and are not being registered under the 1933 Act or any state
securities laws, and may not be transferred unless (a) subsequently
regi stered thereunder, or (b) Buyer shall have provided the Conpany with a
statenent of the circunmstances surrounding the proposed disposition and
shall have delivered to the Conpany an opinion of counsel, reasonably
satisfactory in form scope and substance to the Conpany, to the effect (1)
that the Securities to be sold or transferred nay be sold or transferred
pursuant to an exenption fromsuch registration and (2) that appropriate
action necessary for conpliance with the 1933 Act has been taken; (ii) any
sal e of such Securities made in reliance on Rule 144 pronul gated under the
1933 Act may be nade only in accordance with the terms of said Rule and
further, if said Rule is not applicable, any resale of such Securities
under circunmstances in which the seller (or the person through whom the
sale is nmade) nay be deened to be an underwiter (as that termis defined
in the 1933 Act) nmay require conpliance with some other exenption under the
1933 Act or the rules and regul ations of the SEC thereunder; and (iii)
neither the Conmpany nor any other person is under any obligation to
regi ster such Securities under the 1933 Act or any state securities |aws or
to conply with the terns and conditions of any exenption thereunder.



g. Legends. Buyer understands that the stock certificates
representing the Securities shall bear a restrictive | egend in
substantially the following form (and a stop-transfer order shall be placed
agai nst transfer of such stock certificates):

THE  SECURI TIES REPRESENTED HEREBY HAVE NOT  BEEN
REG STERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED. THE SECURITIES HAVE BEEN ACQU RED FOR
I NVESTMENT AND MAY NOT BE RECFFERED, SOLD, TRANSFERRED,
PLEDGED, OR ASSI GNED | N THE ABSENCE OF (A) AN EFFECTI VE
REG STRATI ON  STATEMENT FOR THE SECURI TIES UNDER SAI D
ACT AND THE STATE SECURI TI ES ACT OR BLUE SKY ACT OF ANY
STATE HAVI NG JURI SDI CTI ON THERECF, OR (B) AN OPI NI ON OF
COUNSEL, REASONABLY SATI SFACTORY IN FORM  SCOPE AND
SUBSTANCE TO THE COVPANY, THAT REG STRATION 1S NOT
REQUI RED UNDER SAI D ACT OR THE SECURITIES ACT OR BLUE
SKY ACT OF ANY STATE HAVI NG JURI SDI CTI ON W TH RESPECT
THERETO.

h. Aut hori zation; Enforcenent. This Agreenent, the Escrow
Agreenment and the Regi stration R ghts Agreenent have been duly and validly
authori zed, executed and delivered on behal f of Buyer and are valid and
bi nding agreenents of Buyer enforceable in accordance with their terns,
subject as to enforceability to general principles of equity and to
bankruptcy, insolvency, noratorium and other simlar laws affecting the
enforcenent of creditors' rights generally.

i Domicile. |If Buyer is an individual, Buyer is a resident
of, or if Buyer is an entity, Buyer's principal place of business is
located in, the State of Florida.

j. Indemni fication. Buyer acknow edges that Buyer understands
the nmeaning and | egal consequences of the representations and warranties in
this Section 2, and that the Conmpany has relied upon such representations
and warranties, and Buyer hereby agrees to indemify and hold harnml ess the
Conpany and its of ficers, directors, shar ehol der s, agents and
representatives from and against any and all clainms, denmands, |osses,
damages, expenses or liabilities (including attorneys' fees) due to or
arising out of, directly or indirectly, a breach of any  such
representations or warranties. Notwi thstanding the foregoing, however, no
representation, warranty, acknow edgnent or agreenment made herein by Buyer
shall in any manner be deened to constitute a waiver of any rights granted
to such Buyer under federal or state securities |aws.

k. Short Position and Market Purchases. Buyer is not
purchasing the Securities for the purpose of covering any short position in
the Securities.

3. REPRESENTATI ONS AND WARRANTI ES OF THE COMPANY
The Conpany represents and warrants to Buyer that:

a. Organi zation and Qualification. The Conpany is a
corporation duly organi zed and existing in good standing under the laws of
the State of Delaware, and has the requisite corporate power to own its
properties and to carry on its business as now being conducted. The
Conpany is duly qualified as a foreign corporation to do business and is in
good standing in every jurisdiction in which the nature of the business
conducted by it nakes such qualification necessary and where the failure so
to qualify would have a material adverse effect on the operations,
properties or financial condition of the Conpany taken as a whole (a
"Material Adverse Effect").

b. Aut hori zation; Enforcenent. (i) The Conpany has the
requisite corporate power and authority to enter into and perform this
Agreenment and the Registration R ghts Agreenent and to issue the Securities
in accordance with the terns hereof and thereof, (ii) the execution and
delivery of this Agreement and the Registration R ghts Agreement by the
Conpany and the consummation by it of the transactions contenplated hereby
have been duly authorized by the Conpany's Board of Directors and no
further consent or authorization of the Conpany, its Board of Directors, or
its stockholders is required, (iii) this Agreement and the Registration
Ri ghts Agreenent have been duly executed and delivered by the Conpany, and
(iv) this Agreenent and the Registration Rights Agreenent constitute the
valid and binding obligations of the Conpany enforceable against the
Conpany in accordance with its terns, except as such enforceability may be
limted by applicable bankruptcy, insolvency, reorganization, noratorium
liquidation or similar laws relating to, or affecting generally, the
enforcenent of creditors' rights and renedies or by other equitable
principles of general application.

c. Capi talization. As of the date of this Agreenent, the
aut hori zed capital stock of the Conpany consists of (i) 85,000,000 shares



of Common Stock of which 12,761,685 shares were issued and outstandi ng, and
(ii) 1,000,000 shares of preferred stock, $.01 par value, of which 200,000
shares have been designated "Series A Preferred Stock," 57,384 of which
were issued and outstanding. Al of such outstanding shares have been
validly issued and are fully paid and nonassessable. Except as set forth
in the SEC Docunents (as defined herein) or in Schedule 3.c. attached
hereto, as of the date of this Agreement (i) there are no outstanding
options, warrants, scrip, rights to subscribe to, calls or commtments of
any character whatsoever relating to, or securities or rights convertible
into, any shares of capital stock of the Conpany, or arrangenments by which
the Conpany is or nmay becone bound to issue additional shares of capita
stock of the Conpany, and (ii) there are no agreenents or arrangenents
under which the Conpany is obligated to register the sale of any of its
securities under the 1933 Act other than agreenents wth respect to
securities which have been previously registered or are subject to current
registration statenents.

d. I ssuance of Securities. The Securities are duly authorized
and, upon issuance in accordance with the terns hereof, shall be validly
issued, fully paid and non-assessable, and free fromall taxes, liens and

charges with respect to the issue thereof.

e. No Conflicts. The execution, delivery and perfornmance of
this Agreenent by the Conpany and the consummation by the Conpany of the
transactions contenplated hereby will not (i) result in any violation of
the Conpany's Certificate of Incorporation, as anended, as in effect on the
date hereof ("Certificate of Incorporation") or the Conpany's Bylaws, as in
effect on the date hereof (the "Bylaws") or (ii) conflict wth, or
constitute a default (or an event which with notice or lapse of tinme or
both would beconme a default) under, or give to others any rights of
termination, anmendnent, acceleration or cancellation of, any agreenent
indenture or instrument to which the Conpany is a party, or result in a
violation of any law, rule, regulation, order, judgnent or decr ee
(including federal and state securities |laws and regul ations) applicable to
the Conpany or by which any property or asset of the Conpany is bound or
affected (except for such conflicts, defaults, termi nations, anmendnents
accel erations, cancellations and violations as would not, individually or
in the aggregate, have a Material Adverse Effect). The business of the
Conpany is not being conducted in violation of any |law, ordinance
regul ati on of any governnental entity, except for possible violations which
either singly or in the aggregate do not have a Material Adverse Effect
Except as required under the 1933 Act and any applicable state securities
laws, the Conpany is not required to obtain any consent, authorization or
order of, or nmake any filing or registration wth, any court or
governnental agency in order for it to execute, deliver or perform any of
its obligations under this Agreenent in accordance with the terns hereof

f. Common Stock. The Conpany has registered its Conmon Stock
pursuant to Section 12(b) or (g) of the 1934 Act (as defined below) and is
in full conpliance with all reporting requirenents of the 1934 Act, and the
Conpany is in conpliance with all requirenents for the continued listing or
quotation of its Common Stock, and such Common Stock is currently listed or
quoted on, the Principal Market. As of the date hereof, the Principa
Market is the American Stock Exchange, and except as set forth in the SEC
Docunents, the Conpany has not received any notice regarding, and to its
know edge there is no threat of, the termination or discontinuance of the
eligibility of the Common Stock for such posting or listing

g. SEC Docunents, Financial Statenents. During the Conpany's
last two (2) fiscal years, the Conpany has filed all reports, schedules
forms, statenents and ot her docunents required to be filed by it with the
SEC pursuant to the reporting requirenments of the Securities Exchange Act
of 1934, as anmended (the "1934 Act") (all of the foregoing filed prior to
the date hereof and all exhibits included therein and financial statements
and schedul es thereto and docunents (other than exhibits) incorporated by
reference therein, being hereinafter referred to herein as the "SEC

Docunents"). The Conpany has delivered to Buyer true and conplete copies
of the SEC Docunents, except for such exhibits, schedul es and incorporated
docunent s. As of their respective dates, subject to, wth respect to

certain SEC Docunents, the filing of an anendnent to such SEC Docunents

the SEC Docunents conplied in all naterial respects with the requirenments
of the 1934 Act and the rules and regulations of the SEC pronulgated
thereunder applicable to the SEC Docunents, and none of the SEC Docunents

at the time they were filed with the SEC, contained any untrue statenent of
a material fact or onmtted to state a material fact required to be stated
therein or necessary in order to nmake the statenents therein, in light of
the circunstances under which they were made, not nisleading. As of their
respective dates, the financial statements of the Conpany included in the
SEC Docunents conplied as to formin all material respects with applicable
accounting requirenents and the published rules and regul ations of the SEC
with respect thereto. Such financial statements have been prepared in
accordance w th generally accepted accounting principles, consistently
applied, during the periods involved (except (i) as may be otherw se
indicated in such financial statenents or the notes thereto, or (ii) in the



case of wunaudited interimstatenents, to the extent they may exclude
footnotes or may be condensed or summary statenments) and fairly present in
all material respects the financial position of the Conpany as of the dates
thereof and the results of its operations and cash flows for the periods
then ended (subject, in the case of unaudited statenents, to normal year-
end audit adjustnents). No other information provided by or on behalf of
the Conpany to Buyer and referred to in Section 2(d) of this Agreenent
contains any untrue statenent of a material fact or omits to state any
material fact necessary in order to nmake the statenments therein, in the
light of the circunstance under which they are or were nmade, not
m sl eadi ng.

h. No Material Adverse Change. Since Decenber 31, 2002, there
has not been any material adverse change in the Conpany's business, results
of operations, or financial condition, other than changes resulting from
general econom c conditions or general econonic trends, except as reflected
in the SEC Docunents filed at least five (5) days prior to the date hereof.

i Absence of Litigation. Except as disclosed in the SEC
Docunments, there is no action, suit, proceeding, inquiry or investigation
before or by any court, public board or body pending or, to the know edge
of the Conpany, threatened agai nst the Conpany, wherein an unfavorable
decision, ruling or finding would have a Material Adverse Effect or which
woul d adversely affect the validity or enforceability of, or the authority
or ability of the Conpany to performits obligations under, this Agreenent
or any of the docunents contenpl ated herein.

4. COVENANTS

a. Form D. The Conpany agrees to file a FormD with respect to
the Securities as required under Regulation D and to provide a copy thereof
to Buyer pronptly after such filing.

b. Reporting Status. Until the earlier of (i) the date as of
which Buyer may sell all the Securities without restriction pursuant to
Rul e 144(k) pronul gated under the 1933 Act, or (ii) the date on which Buyer
has sold all of the Securities, the Conpany shall file all reports required
to be filed with the SEC pursuant to the 1934 Act, and the Conpany shall
not termnate its status as an issuer required to file reports wunder the
1934 Act even if the 1934 Act or the rules and regul ations thereunder woul d
permit such termnation. Buyer shall give notice to the Conpany when it
has sold all of the Securities.

c. Listing of Securities. The Conpany shall cause the
Securities to be listed on the Principal Market prior to the O osing.

5. TRANSFER AGENT | NSTRUCTI ONS

Buyer acknow edges that the Securities shall be "restricted"
securities, that the Stock Certificates shall bear the restrictive |egend
specified in Section 2(g) of this Agreenent, and that stop-transfer
instructions have been given by the Conpany to its transfer agent wth
respect to the Securities. |[If Buyer provides the Conmpany with an opinion
of counsel, reasonably satisfactory in form scope and substance to the
Conpany, that registration of a resale by Buyer of any of the Securities is
not required under the 1933 Act or any applicable state securities or blue
sky laws, the Conpany shall pernmit the transfer and pronptly instruct its
transfer agent to issue one or nore certificates in such nane and in such
denomi nations as specified by Buyer.

6. TERM NATI ON
a. Termination. This Agreenment may be terminated as follows:

(i) at any tinme prior to Cosing, by mutual witten consent
of all of the parties to this Agreenment, whereupon Buyer and the Conpany
shal |l deliver to Escrow Agent joint witten instructions to rel ease the
Escrow Amount to Buyer;

(ii) at any time after July 15, 2003, by Buyer, if the
Cl osing has not been effected on or prior to such date and if Buyer is not
then in breach of any termof this Agreenent, pursuant to witten notice by
Buyer to the Conpany and the Escrow Agent; or

(iii) at any time after July 15, 2003, by the Conpany,
if the Cosing has not been effected on or prior to such date, if the
Conpany is not then in breach of any termof this Agreenent, pursuant to
witten notice by the Conpany to Buyer and the Escrow Agent.

b. Effect of Termination. Al obligations of the parties
hereunder shall cease wupon any termnation pursuant to Section 6. a.,
provi ded, however, that the provisions of Sections 6.c. and 7 hereof shall
survive any termnation of this Agreement.



c. Treatment of Escrow Anpunt Upon Ternination. If this
Agreenment is termnated pursuant to its terns, the Escrow Anount shall be
treated as set forth in the Escrow Agreenent.

7. GOVERNI NG LAW M SCELLANEQUS

a. Governing Law. This Agreenent shall be governed by and
interpreted in accordance with the laws of the State of Florida w thout
regard to the principles of conflict of |aws.

b. Counterparts. This Agreement may be executed in two or nore
identical counterparts, all of which shall be considered one and the sane
agreenent and shall beconme effective when counterparts have been signed by
each party and delivered to the other party. |In the event any signature
page is delivered by facsinmle transnission, the party using such neans of
delivery shall cause three (3) additional original executed signature pages
to be physically delivered to the other party within five (5) days of the
execution and delivery hereof.

c. Headi ngs. The headings of this Agreenent are for
convenience of reference and shall not form part of, or affect the
interpretation of, this Agreenent.

d. Severability. [|f any provision of this Agreenent shall be
invalid or unenforceable in any jurisdiction, such invalidity or
unenforceability shall not affect the validity or enforceability of the
remai nder of this Agreenent or the validity or enforceability of this
Agreement in any other jurisdiction.

e. Entire Agreenent; Amendnents. This Agreement and the
instrunents referenced herein contain the entire wunderstanding of the
parties with respect to the natters covered herein and therein and, except
as specifically set forth herein or therein, neither the Conmpany nor any
Buyer nmkes any representation, warranty, covenant or undertaking wth
respect to such matters. No provision of this Agreement may be waived or
amended other than by an instrunment in witing signed by the party to be
charged with enforcenent.

f. Not i ces. Any notices required or permtted to be given
under the terns of this Agreement shall be sent by nmil or delivered
personally or by courier and shall be effective five days after being
placed in the mail, if mailed, certified or registered, return receipt

requested, or upon receipt, if delivered personally or by courier, in each
case addressed to a party. The addresses for such comunications shall be:

If to the Conpany: Galaxy Nutritional Foods, Inc.
2441 Vi scount Row
Ol ando, FL 32809
Tel ephone: (407) 855-5500
Tel ecopy: (407) 855-1099
Attention: M. Christopher J. New

Wth a copy to: Baker & Hostetler LLP
200 Sout h Orange Avenue
Ol ando, FL 32801
Tel ephone: (407) 649-4000
Tel ecopy: (407) 841-0168
Attention: Jeffrey E. Decker, Esq.

If to Buyer: Ruggi eri Fi nanci al Pension Pl an
9922 Lake Louise Drive
W ndernere, FL 34786
Tel ephone: (407) 876-6789
Tel ecopy: (407) 876-5261
Attention: M. John Ruggieri

Each party shall provide notice to the other party of any change in
addr ess.

. Successors and Assigns. This Agreenent shall be binding
upon and inure to the benefit of the parties and their successors and
assigns. Neither the Conmpany nor Buyer shall assign this Agreenent or any
rights or obligations hereunder without the prior witten consent of the
other (which consent may be withheld for any reason in the sole discretion
of the party from whom consent is sought).

h. Third Party Beneficiaries. This Agreement is intended for
the benefit of the parties hereto and their respective permtted successors
and assigns, and is not for the benefit of, nor may any provision hereof be
enforced by, any other person.

i Survival. The representations and warranties of the Buyer
and the Conpany contained in Sections 2 and 3, respectively, shall survive
the Cosing for a period of one (1) year thereafter, provided however that



the representations and warranties of Buyer contained in Sections 2. a.,
2.b. and 2.h. shall survive the Cosing indefinitely.

k. Publicity. The Conpany and Buyer shall have the right to
approve before issuance any press rel eases or any other public statenments
with respect to the transactions contenplated hereby; provided, however,
that the Conpany shall be entitled, without the prior approval of Buyer, to
make any press release with respect to such transactions as the Conpany
determines is required by applicable |aw and regul ati ons.

I Further Assurances. Each party shall do and perform or
cause to be done and perforned, all such further acts and things, and shall
execute and deliver all such other agreenments, certificates, instrunents
and docunents, as the other party nmay reasonably request in order to carry
out the intent and acconplish the purposes of this Agreement and the
consummation of the transactions contenplated hereby.

m Expenses. Subject to a maxi mum of $5,000.00, the Conpany
shall pay the reasonabl e fees, expenses and di shursenents of Buyer's | egal
counsel arising in connection with the negotiation, execution and

consummation of this Agreenent, the Escrow Agreenent, the Registration
Ri ghts Agreenment and the agreenents and transacti ons contenplated by such
agr eenent s.

[ SI GNATURES APPEAR ON FOLLOW NG PAGE]
<PAGE>

I N WTNESS WHEREOF, Buyer and the Conpany have caused this Securities
Purchase Agreenent to be duly executed as of the date first witten above.

" Conmpany"
GALAXY NUTRI TI ONAL FOODS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New
Chi ef Executive O ficer
"Buyer"

RUGG ERI' FI NANCI AL PENSI ON PLAN

By: /s/ John Ruggieri

John Ruggi eri, Adm nistrator

Filename: ex1019-603.txt

Type: EX-10.19

Comment/Description: Registration Rights
Agreement

(this header is not part of the document)

REG STRATI ON RI GHTS AGREEMENT

REG STRATI ON RI GHTS AGREEMENT (this "Agreenent"), dated as of May
21, 2003, by and between Galaxy Nutritional Foods, Inc., a Delaware
corporation, wth headquarters located at 2441 Viscount Road, Olando,
Florida 32809 (the "Conpany"), and Ruggieri Financial Pension Plan, wth
its principal address at 9922 Lake Louise Drive, Wndernere, FL 34786 (the
"Buyer").

PRELI M NARY STATEMENTS

A In connection wth the Securities Purchase Agreement by and
between the parties of even date herewith (the "Securities Purchase
Agreenment"), the Conpany has agreed, upon the terns and subject to the
conditions of the Securities Purchase Agreenent, to issue and sell to the
Buyer shares of the Conpany's conmon stock, par value $0.01 per share (the



"Common Stock"); and

B. To induce the Buyer to execute and deliver the Securities
Purchase Agreenent, the Conpany has agreed to provide certain registration
rights wunder the Securities Act of 1933, as anended, and the rules and
regul ations thereunder, or any simlar successor statute (collectively, the
"1933 Act"), and applicable state securities |aws.

NOW THEREFORE, in consideration of the premses and the nutual
covenants contained herein and other good and val uabl e consi deration, the
recei pt and sufficiency of which are hereby acknow edged, the Conmpany and
the Buyer hereby agree as follows:

1. DEFI NI TI ONS.

a. As used in this Agreenent, the following terns shall have the
foll owi ng neani ngs:

(i) "I nvestor” nmeans the Buyer and any transferee or
assignee thereof who agrees to become bound by the provisions of this
Agreenment in accordance with Section 9 hereof.

(ii) "register," "registered,” and "registration" refer to a
registration effected by preparing and filing a Registration Statenent or
Statenments in conpliance with the 1933 Act and pursuant to Rule 415 under
the 1933 Act or any successor rule providing for offering securities on a
continuous basis ("Rule 415"), and the declaration or ordering of
ef fectiveness of such Registration Statenent by the United States
Securities and Exchange Commi ssion (the "SEC').

(iii) "Regi strable Securities" neans the Securities (as
defined in the Securities Purchase Agreenent).

(iv) "Registration Period" nmeans the period commencing on
the date on which the Registration Statement filed pursuant to this
Agreement is declared effective by the SEC and expiring on the date that
(A) the Investor may sell all of the Registrable Securities without
restriction pursuant to Rule 144(k) pronul gated under the 1933 Act, or (B)
the Investor has sold all of the Registrable Securities.

(v) "Registration Statenent"” neans a registration statenent
of the Conpany under the 1933 Act.

b. Capitalized terns used herein and not otherw se defined
herein shall have the respective neanings set forth in the Securities
Pur chase Agreenent.

2. REG STRATI ON RI GHTS.

a. Mandatory Registration. The Conpany shall prepare and file with the
SEC a Registration Statenent on Form S-3 (or, if such formis unavail able
for such a registration, on such other formas is available for such a
registration) covering the resale of the Registrable Securities. The
Regi stration Statement (and each amendnent or suppl enent thereto) shall be
provided to the Buyer and its counsel no later than five business days
prior to its filing or other submi ssion, and shall be subject to approval
by Buyer and its counsel wthin such five business day period, such
approval not to be wunreasonably w thheld. The Conpany wll wuse its
reasonabl e efforts to cause such Registration Statenent to becone effective
as pronptly as practicable but not |ater than 180 days after Cdosing, as
defi ned in the Securities Purchase Agreement (the "Effective Dat e
Deadl i ne")). The Conpany shall notify the Investor in witing by facsinile
transm ssion or email notice that such Registration Statenent has been
decl ared effective by the SEC pronptly follow ng the Conpany beconi ng aware
of such declaration by the SEC

b. Regi stration Default. If the Registration Statenent
covering the Registrable Securities required to be filed by the Conpany
pursuant to Section 2.a. is not declared effective by the SEC by the
Effective Date Deadline, then the Conpany shall nake the paynents to the
Investor as provided in the next sentence as |iquidated damages and not as
a penalty. The anpbunt to be paid by the Conpany to the Investor shall be
determ ned as of each Conmputation Date (as defined below), and such anount
shal |l be equal to 2.5% (the "Liquidated Danage Rate") of the product of (i)
the per share purchase price of the Securities under the Securities
Purchase Agreenent and (ii) the nunber of shares of Registrable Securities
then held by the Investor, for the period fromthe Effective Date Deadline
to the first Conputation Date, and for each 30-day period of any subsequent
Conput ation Dates thereafter, in each case calculated on a pro rata basis
to the date on which the Registration Statement is declared effective by
the SEC (the "Periodic Anpbunt"). The full Periodic Amount shall be paid by
the Conpany to the Investor by wire transfer of immediately avail able funds
within three business days after each Conputation Date or three business
days after the date on which the Registration Statement is declared



effective by the SEC, whichever occurs earlier.

As used in this Section 2.b., "Conputation Date" neans the date which
is 30 days after the Effective Date Deadline and, if the Registration
Statement to be filed by the Conpany pursuant to Section 2(a) has not
theret of ore been declared effective by the SEC, each date which is 30 days
after the previous Conputation Date until such Registration Statenent is so
decl ared effective.

c. Pi ggy- Back Registrations. |If at any tine prior to filing a
Regi stration Statement under this Agreenment, the Conpany shall file wth
the SEC a Registration Statenent relating to an offering for its own
account or the account of others under the 1933 Act of any of its equity
securities (other than on Form S-4 or Form S-8 or their then equivalents
relating to equity securities to be issued solely in connection with any
acquisition of any entity or business or equity securities issuable in
connection with stock option or other enployee benefit plans), the Conpany
shall send to the Investor who is entitled to registration rights under
this Section 2 witten notice of the intended filing of such Registration
Statenment and, if within twenty (20) days after receipt of such notice, the
Investor shall so request in witing, the Conpany shall include in such
Regi stration Statenent all or any part of the Registrable Securities the
I nvestor requests to be registered, except that if, in connection with any
underwitten public offering for the account of the Conpany the nanaging
underwriter(s) thereof shall inpose a linmtation on the nunber of shares of
Common  Stock which nay be included in the Registration Statenent because,
in such underwiter(s)' judgnent, marketing or other factors dictate such
limtation is necessary to facilitate public distribution, then the Conpany
shall be obligated to include in such Registration Statenent only a linmted
portion of the Registrable Securities with respect to which the Investor
has requested inclusion hereunder, such portion to be determned as
hereinafter provided; provided that no portion of the equity securities
which the Conpany is offering for its own account shall be excluded;
provi ded, further that the Conmpany shall be entitled to exclude Registrable
Securities to the extent necessary to avoid breaching obligations existing
prior to the date hereof to other stockhol ders of the Conpany. Subject to
the foregoing, the Conpany shall not exclude any Registrable Securities
unless the Conpany has first excluded all outstanding securities, the
hol ders of which are not entitled to inclusion of such securities in such
Regi stration Statement or are not entitled to pro rata inclusion wth the
Regi strable Securities, and, after giving effect to the inmmediately
precedi ng clause, any exclusion of Registrable Securities shall be nade pro
rata with holders of other securities having the right to include such
securities in the Registration Statement other than holders of securities
entitled to inclusion of their securities in such Registration Statenent by
reason of demand registration rights. The obligations of the Conpany under
this Section 2 may be waived by the Investor. |If an offering in connection
with which the Investor is entitled to registration under this Section 2.
is an underwitten offering, then if the Investor's Registrable Securities
are included in such Registration Statenent the Investor shall, unless
ot herwi se agreed by the Conpany, offer and sell such Registrable Securities
in an underwritten offering using the sane underwriter or underwiters and,
subject to the provisions of this Agreenent, on the same terns and
conditions as other shares of Common Stock included in such underwitten
of fering.

3. OBLI GATI ONS OF THE COVPANY.

In connection with the registration of the Registrable Securities, the
Conpany shall have the follow ng obligations:

a. A Registration Statenent filed pursuant to this Agreenent (including
any anendrments or suppl ements thereto and prospectuses contained therein)
shall not contain any untrue statenent of a material fact or onmt to state
a material fact required to be stated therein, or necessary to nake the
statenents therein, in light of the circunstances in which they were made,
not m sl eadi ng.

b. The Conpany shall prepare and file with the SEC such anendnents
(including post-effective amendnents) and suppl ements to the Registration
Statement and the prospectus used in connection with the Registration
Statement as may be necessary to keep the Registration Statenment effective
at all times during the Registration Period, and, during the Registration
Period, conply wth the provisions of the 1933 Act with respect to the
disposition of all Registrable Securities of the Conpany covered by the
Registration Statement wuntil such tinme as all of such Regi strabl e
Securities have been disposed of in accordance with the intended nmethods of
disposition by the seller or sellers thereof as set forth in the
Regi stration Statenent.

c. The Conpany shall furnish to the Investor if its Registrable
Securities are included in the Registration Statenent and its |egal counsel
(i) promptly after the sane is prepared and publicly distributed, filed
with the SEC, or received by the Conpany, one copy of the Registration



Statement and any anendnent thereto, each prelimnary prospectus and
prospectus and each anendnent or supplenment thereto, and (ii) such nunber
of copies of a prospectus, including a prelimnary prospectus, and all
amendnents and suppl ements thereto and such other docunents as the Investor
may reasonably request in order to facilitate the disposition of the
Regi strabl e Securities owned by the Investor.

d. As pronptly as practicable after becoming aware of
such event, the Conpany shall notify the Investor of the happening of any
event, of which the Conpany has know edge, as a result of which the
prospectus included in the Registration Statement, as then in effect,
includes an wuntrue statement of a material fact or onmission to state a
material fact required to be stated therein or necessary to neke the
statenents therein, in light of the circunstances under which they were
made, not nisleading, and use its best efforts pronptly to prepare a
supplenent or anendnent to the Registration Statenent to correct such
untrue statement or omi ssion, and deliver such nunber of copies of such
suppl enent or anendnent to the Investor as the Investor nay reasonably
request.

e. The Conpany shall use its best efforts to prevent the
issuance of any stop order or other suspension of effectiveness of a
Regi stration Statenent, and, if such an order is issued, to obtain the
wi thdrawal of such order at the earliest possible nonent and to notify the
Investor if the Investor holds Registrable Securities being sold (or, in
the event of an underwitten offering, the managing underwiters) of the
i ssuance of such order and the resolution thereof.

f. The Conpany shall hold in confidence and not nmake any disclosure
of information concerning the Investor provided to the Conpany unless (i)
the Conpany determ nes disclosure of such information is necessary to
comply with federal or state securities laws, (ii) the disclosure of such
information is necessary to avoid or correct a msstatenent or omission in
any Registration Statement, (iii) the release of such information is
ordered pursuant to a subpoena or other final, non-appeal able order from a
court or governnental body of conmpetent jurisdiction, or (iv) such
informati on has been made generally available to the public other than by
disclosure in violation of this or any other agreement. The Conpany agrees
that it shall, upon learning that disclosure of such information concerning
the Investor is sought in or by a court or governnental body of conpetent
jurisdiction or through other nmeans, give pronpt notice to the Investor and
allow the Investor, at the Investor's expense, to undertake appropriate
action to prevent disclosure of, or to obtain a protective order for, such
information

g. The Conpany shall use its best efforts to cause all the
Regi strabl e Securities covered by the Registration Statement to be |isted
on the American Stock Exchange and on each additional national securities
exchange on which securities of the same class or series issued by the
Conpany are then listed, if any, if the listing of such Registrable
Securities is then permtted under the rules of such exchange.

h. The Conpany shall cooperate with the Investor if it holds
Regi strable Securities and the managing underwiter or underwiters, if
any, to facilitate the tinely preparation and delivery of certificates
representing the Registrable Securities to be offered pursuant to the
Regi stration Statenment and enable such certificates to be in such
denomi nations or anpbunts, as the case nay be, as the managing underwiter
or underwiters, if any, or the Investor may reasonably request and
registered in such nanes as the managi ng underwriter or underwiters, if
any, or the Investor may request.

4. OBLI GATI ONS OF THE | NVESTOR

In connection with the registration of the Registrable Securities, the
I nvestor shall have the follow ng obligations:

a. It shall be a condition precedent to the obligations of the Conpany to
conplete the registration of Registrable Securities pursuant to this
Agreenment that the Investor shall furnish to the Conpany such information
regarding itself, the Registrable Securities held by it and the intended
met hod of disposition of the Registrable Securities held by it as shall be
reasonabl y required to effect the registration of such Registrable
Securities and shall execute such docunents in connection wth such
regi stration as the Conpany nay reasonably request. At least five (5) days
prior to the first anticipated filing date of the Registration Statenent,
the Conpany shall notify the Investor of the information the Conpany
requires from the Investor if the Investor elects to have any of the
Investor's Registrable Securities included in the Registration Statenent.

b. The Investor by the Investor's acceptance of the Registrable
Securities agrees to cooperate with the Conpany as reasonably requested by
the Conpany in connection with the preparation and filing of the
Regi stration Statenent hereunder, unless the Investor has notified the



Conpany in witing of the Investor's election to exclude all of the
Investor's Registrable Securities fromthe Registration Statenent.

c. The Investor agrees that, upon receipt of any notice fromthe Conpany
of the happening of any event of the kind described in Section 3(d) or
3(e), the Investor will imediately discontinue disposition of Registrable
Securities pursuant to the Registration Statenent covering such Registrable
Securities until the Investor's receipt of the copies of the supplenented
or anended prospectus contenplated by Section 3(d) or 3(e) and, if so
directed by the Conpany, the Investor shall deliver to the Conpany (at the
expense of the Conpany) or destroy (and deliver to the Conpany a
certificate of destruction) all copies in the Investor's possession, of the
prospectus covering such Registrable Securities current at the time of
recei pt of such notice.

d. The Investor nay not participate in any underwitten
registration hereunder wunless the Investor (i) agrees to sell t he
Investor's Registrable Securities on the basis provided in any underwiting
arrangenents, (ii) conpletes and executes all questionnaires, powers of
attorney, indemities, wunderwiting agreements and ot her docunent s
reasonably required wunder the ternms of such wunderwiting arrangenents
(provided that all such agreenents and docunents shall be in substantially
the same form as those executed by the Conmpany and the other selling
st ockhol ders participating in such distribution), and (iii) agrees to pay
its pro rata share of all underwiting discounts and conmi ssions.

e. The Investor shall give notice to the Conpany when it has
sold all of the Registrable Securities.

5. EXPENSES OF REGQ STRATI ON.

Al reasonable expenses, other than wunderwiting discounts and

commi ssions, incurred in connection wth registrations, filings or
qualifications pursuant to Sections 2 and 3, including, without limtation,
all registration, listing and qualifications fees, printers and accounting

fees, the fees and di sbursenents of counsel for the Conpany, shall be borne
by the Conpany. Not wi t hst andi ng the foregoing, the Investor shall be
responsible for all expenses, fees and di sbursements incurred by such
I nvestor or on such Investor's behalf, including all fees and disbursenents
of counsel to the Investor.

6. | NDEMNI FI CATI ON.

In the event any Registrable Securities are included in a Registration
St at ement under this Agreement:

a. To the extent pernmitted by law, the Company will indemify, hold
harm ess and defend (i) the Investor who holds such Registrable Securities,
and (ii) the directors, officers and each person who controls the Investor
within the neaning of the 1933 Act or the Securities Exchange Act of 1934,
as anended (the "1934 Act"), if any, (each, an "Indemified Person"),
against any |osses, clains, danmages, liabilities or expenses (joint or
several) (collectively, "Cains") to which any of them may becone subject
insofar as such Cains (or actions or proceedi ngs, whether conmmenced or
threatened, in respect thereof) arise out of or are based upon: (i) any
untrue statenent or alleged untrue statenent of a naterial fact in a
Regi stration Statement or the omi ssion or alleged omssion to state a
material fact therein required to be stated or necessary to make the
statenents therein not msleading, (ii) any untrue statement or alleged
untrue statenment of a material fact contained in any prelimnary prospectus
if wused prior to the effective date of such Registration Statenent, or
contained in the final prospectus (as anended or supplenented, iif the
Conpany files any amendnent thereof or supplement thereto with the SEC) or
the omssion or alleged omssion to state therein any naterial fact
necessary to make the statements nmmde therein, in [light of t he
circunstances under which the statenments therein were made, not m sl eading,
or (iii) any violation or alleged violation by the Conpany of the 1933 Act,
the 1934 Act, any other law, including, without limtation, any state
securities law, or any rule or regulation thereunder relating to the offer
or sale of the Registrable Securities pursuant to a Registration Statenent
(the matters in the foregoing clauses (i) through (iii) bei ng,
collectively, "Violations"). Subject to the restrictions set forth in
Section 6(d) with respect to the nunber of |egal counsel, the Conpany shall
reinburse the Investor or controlling person, pronptly as such expenses are
incurred and are due and payable, for any legal fees or other reasonable
expenses incurred by themin connection with investigating or defending any
such daim Notwi thstanding anything to the contrary contained herein, the
indemification agreenent contained in this Section 6(a): (i) shall not
apply to a Claimarising out of or based upon a Violation which occurs in
reliance upon and in conformity with information furnished in witing to
the Conpany by any Indemified Person expressly for use in connection with
the preparation of the Registration Statement or any such anmendnent thereof
or supplenment thereto, if such prospectus was tinmely nade avail able by the
Conpany pursuant to Section 3(c) hereof; (ii) wth respect to any



prelimnary prospectus, shall not inure to the benefit of any such person
from whom the person asserting any such C aimpurchased the Registrable
Securities that are the subject thereof (or to the benefit of any person
controlling such person) if the untrue statement or omission of naterial
fact contained in the prelimnary prospectus was corrected in t he
prospectus, as then anended or supplenmented, if such prospectus was tinely
made avail able by the Conpany pursuant to Section 3(c) hereof; (iii) shall
not be available to the extent such daimis based on a failure of the
Investor to deliver or to cause to be delivered the prospectus nade
available by the Conpany; and (iv) shall not apply to anounts paid in
settlement of any Caimif such settlenent is effected without the prior
witten consent of the Conpany, which consent shall not be unreasonably

wi t hhel d. Such indemity shall remain in full force and effect regardl ess
of any investigation nmade by or on behalf of the Indemified Person and
shall survive the transfer of the Registrable Securities by the Investor

pursuant to Section 9.

b. I'n connection with any Registration Statement in which the Investor is
participating, the Investor agrees to indemify, hold harnless and defend,
to the sane extent and in the sanme nanner set forth in Section 6(a), the
Conpany, each of its directors, each of its officers who signs the
Regi stration Statenent, each person, if any, who controls the Conpany
within the neaning of the 1933 Act or the 1934 Act, any underwiter and any
ot her stockhol der selling securities pursuant to the Registration Statenent
or any of its directors or officers or any person who controls such
st ockhol der or underwriter within the meaning of the 1933 Act or the 1934
Act (collectively and together with an indemified Person, an "Indemified
Party"), against any Claimto which any of them nay become subject, under
the 1933 Act, the 1934 Act or otherw se, insofar as such Caimarises out
of or is based upon any Violation, in each case to the extent (and only to
the extent) that such violation occurs in reliance upon and in confornmity
with witten information furnished to the Conpany by the Investor expressly
for use in connection with such Registration Statement or to the extent
such Caimis based upon any violation or alleged violation by the Investor
of the 1933 Act, 1934 Act or any other law, and the Investor wll reinburse
any |egal or other expenses reasonably incurred by themin connection with
investigating or defending any such Caim provided, however, that the

indemmity agreement contained in this Section 6(b) shall not apply to
amounts paid in settlement of any aimif such settlenent is effected
wi thout the prior witten consent of the Investor, which consent shall not

be unreasonably withheld; provided, further, however, that the Investor
shall be liable under this Section 6(b) for only that anbunt of a daim as
does not exceed the net proceeds to the Investor as a result of the sale of
Regi strable Securities pursuant to such Registration Statenent. Such
indemmity shall remain in full force and effect regardless of any
investigation nmde by or on behalf of such Indemified Party and shall
survive the transfer of the Registrable Securities by the Investor pursuant
to Section 9. Notw thstanding anything to the contrary contained herein,
the indemification agreement contained in this Section 6(b) with respect
to any prelimnary prospectus shall not inure to the benefit of any
Indermified Party if the untrue statenent or onmission of naterial fact
contained in the prelimnary prospectus was corrected on a tinmely basis in
the prospectus, as then anended or suppl enent ed.

c. The Conpany shall be entitled to receive indemities from
underwiters, selling brokers, dealer nanagers and simlar securities
industry professionals participating in any distribution, to the sanme
extent as provided above, with respect to information such persons so
furnished in witing by such persons expressly for inclusion in the
Regi stration Statenent.

d. Promptly after receipt by an Indemified Person or Indemified Party
under this Section 6 of notice of the commencenent of any action (including
any governmental action), such Indemified Person or Indemified Party
shall, if a daimin respect thereof is to nmade against any i ndemifying
party under this Section 6, deliver to the indemifying party a witten
notice of the comencenent thereof, and the indemifying party shall have
the right to participate in, and, to the extent the indemifying party so
desires, jointly with any other indemifying party simlarly noticed, to
assune control of the defense thereof with counsel nutually satisfactory to
the indemifying party and the | ndemified Person or the Indemified Party
as the case nmmy be; provided, however, that an Indemified Person or
Indemified Party shall have the right to retain its own counsel wth the
fees and expenses to be paid by the indemifying party, if, in the
reasonabl e opinion of counsel retained by the indemifying party, the
representation by such counsel of the Indemified Person or |ndemified
Party and the indemifying party would be inappropriate due to actual or

pot enti al differing interests between such |ndemified Per son or
Indemified Party and any other party represented by such counsel in such
proceedi ng. The failure to deliver witten notice to the indemifying

party within a reasonable time of the commrencenent of any such action shall
not relieve such indemifying party of any liability to the Indemified
Person or Indemified Party under this Section 6, except to the extent that
the indemifying party is prejudiced in its ability to defend such action.



The indemification required by this Section 6 shall be nade by periodic
paynments of the anount thereof during the course of the investigation or
def ense, as such expense, |oss, damage or liability is incurred and is due
and payabl e.

7. CONTRI BUTI ON.

To the extent any indemification by an indemifying party is
prohibited or limted by law, the indemifying party agrees to make the
maxi mum contribution wth respect to any anpunts for which it would
otherwi se be |iable under Section 6 to the fullest extent permtted by |aw,
provi ded, however, that (i) no contribution shall be made under
ci rcunst ances where the neker would not have been liable for
indemification under the fault standards set forth in Section 6, (ii) no
seller of Registrable Securities guilty of fraudulent m srepresentation
(within the nmeaning of Section 11(f) of the 1933 Act) shall be entitled to
contribution fromany seller of Registrable Securities who was not guilty
of such fraudul ent misrepresentation, and (iii) contribution by any seller
of Registrable Securities shall be limted in ampbunt to the net anopunt of
proceeds received by such seller from the sale of such Registrable
Securities.

8. REPORTS UNDER THE 1934 ACT.

Wth a viewto making available to the Investor the benefits of Rule
144 pronul gated under the 1933 Act or any other simlar rule or regulation
of the SEC that nay at any tine permt the Investor to sell securities of
the Conpany to the public without registration ("Rule 144"), the Conpany
agrees to:

a. make and keep public information available, as those terns are
under st ood and defined in Rule 144;

b. file with the SECin a tinmely manner all reports and ot her documents
required of the Conpany under the 1933 Act and the 1934 Act so long as the
Conpany remains subject to such requirenments (it being understood that
not hing herein shall lint the Conpany's obligations under Section 4(c) of
the Securities Purchase Agreenment) and the filing of such reports and other
docunents is required for the applicable provisions of Rule 144; and

c. furnish to the Investor so long as the Investor owns Registrable
Securities, pronptly upon request, (i) a witten statenent by the Conpany
that it has conplied with the reporting requirenents of Rule 144, the 1933
Act and the 1934 Act, (ii) a copy of the nost recent annual or quarterly
report of the Conpany and such other reports and docurments so filed by the
Conpany, and (iii) such other informati on as may be reasonably requested to
permit the investors to sell such securities pursuant to Rule 144 without
regi stration.

9. ASSI GNVENT OF REG STRATI ON RI GHTS.

The rights to have the Conpany register Registrable Securities
pursuant to this Agreement shall be automatically assignable by the
Investors to any transferee of all or any portion of Registrable Securities
if: (i) the Investor agrees in witing with the transferee or assignee to
assign such rights, and a copy of such agreenent is furnished to the
Conpany pronptly after such assignnent, (ii) the Conpany is, pronptly after
such transfer or assignment, furnished with witten notice of (a) the nanme
and address of such transferee or assignee, and (b) the securities wth
respect to which such registration rights are being transferred or
assigned, (iii) immediately followi ng such transfer or assignment the
further disposition of such securities by the transferee or assignee is
restricted under the 1933 Act and applicable state securities laws, (iv) at
or before the tine the Conpany receives the witten notice contenpl ated by
clause (ii) of this sentence the transferee or assignee agrees in witing
with the Conpany to be bound by all of the provisions contained herein, and
(v) such transfer shall have been nmade in accordance with the applicable
requirements of the Securities Purchase Agreenent, and applicable |aw,
including federal and state securities |aws.

10. AMENDMVENT OF REG STRATI ON RI GHTS.

Provisions of this Agreenent nmay be anended and the observance thereof
may be waived (either generally or in a particular instance and either
retroactively or prospectively), only with the witten consent of the
Conpany and the Investor. Any anendnment or waiver effected in accordance
with this Section 10 shall be binding upon the Investor and the Conpany.

11. M SCELLANEQUS.

a. A person or entity is deemed to be a holder of Registrable Securities
whenever such person or entity owns of record such Registrable Securities.
If the Conpany receives conflicting instructions, notices or elections from
two or nore persons or entities with respect to the same Registrable



Securities, the Conpany shall act upon the basis of instructions, notice or
el ection received fromthe regi stered owner of such Registrable Securities.

b. Any notices required or pernitted to be given under the terms of this

Agreenment shall be sent by registered or certified mail, return receipt
requested, or delivered personally or by courier and shall be effective
five days after being placed in the nail, if mailed, or upon receipt, if

del ivered personally or by courier, in each case addressed to a party. The
addresses for such comunications shall be as set forth in the Securities
Purchase Agreenent or, in respect of any party, at such other address of
whi ch such party shall notify the other parties in witing.

c. Failure of any party to exercise any right or remedy under this
Agreement or otherwi se, or delay by a party in exercising such right or
renedy, shall not operate as a waiver thereof.

d. This Agreenent shall be enforced, governed by and construed in
accordance wth the laws of the State of Florida applicable to agreenents
made and to be perforned entirely within such State. In the event that any
provision of this Agreenent is invalid or unenforceable under any
applicable statute or rule of law, then such provision shall be deened
inoperative to the extent that it may conflict therewith and shall be
deenmed nodified to conformw th such statute or rule of law. Any provision
hereof which nmay prove invalid or unenforceable under any law shall not

affect the validity or enforceability of any other provision hereof.

e. This Agreenent and the Securities Purchase Agreenent constitute the
entire agreement anong the parties hereto with respect to the subject
matter hereof and thereof. There are no restrictions, prom ses, warranties
or undertakings, other than those set forth or referred to herein and
t herein. This Agreenment and the Securities Purchase Agreenment supersede
all prior agreenents and understandings anpong the parties hereto wth
respect to the subject matter hereof and thereof.

f. Subject to the requirenents of Section 9 hereof, this Agreenent shall
inure to the benefit of and be binding upon the successors and assigns of
each of the parties hereto.

g. The headings in this Agreenent are for conveni ence of reference only
and shall not limt or otherw se affect the neaning hereof.

h. This Agreement nmay be executed in two or nore identical
counterparts, each of which shall be deened an original but all of which
shal | constitute one and the sane agreenent. This Agreenent, once executed
by a party, nmay be delivered to the other party hereto by facsinle
transm ssion of a copy of this Agreenent bearing the signature of the party
so delivering this Agreenent.

i Each party shall do and perform or cause to be done and
perforned, all such further acts and things, and shall execute and deliver
all such other agreenents, certificates, instrunents and docunments, as the
other party may reasonably request in order to carry out the intent and
acconplish the purposes of this Agreenent and the consunmmation of the
transactions contenpl ated hereby.

[ SI GNATURES APPEAR ON FOLLOW NG PAGE]
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IN WTNESS WHEREOF, the parties have caused this Registration Rights
Agreenment to be duly executed as of day and year first above witten.

" Conpany"

GALAXY NUTRI TI ONAL FOODS, | NC.

By: /s/ Christopher J. New

Christopher J. New
Chi ef Executive Oficer

"Buyer"

RUGG ERI' FI NANCI AL PENSI ON PLAN

By: /s/ John Ruggieri

John Ruggi eri
Adni ni strator
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SECURI TI ES PURCHASE AGREENMENT

THI S SECURI TI ES PURCHASE AGREEMENT (this "Agreenent"), dated as of May
21, 2003, by and between Glaxy Nutritional Foods, Inc., a Delaware
corporation, wth its principal place of business at 2441 Viscount Row,
Olando, FL 32809 (the "Conpany"), and David Lipka, whose address is 19
OCakwood Circle, Roslyn, Ny 11576 (the "Buyer").

PRELI M NARY STATEMENTS

A The Conpany has authorized the sale of a certain nunber of shares
of the Conpany's common stock, par value $0.01 per share (the "Commopn
Stock") on the terns and subject to the conditions set forth in this
Agr eement ;

B. The Conpany and Buyer are executing and delivering this Agreenent
in reliance wupon the exenption fromsecurities registration afforded by
Rul e 506 under Regulation D ("Regulation D') as pronul gated by the United
States Securities and Exchange Conmission (the "SEC') under the Securities
Act of 1933, as anmended (the "1933 Act");

C. Buyer wi shes to purchase, in the ambunts and upon the ternms and
conditions stated in this Agreenent, shares of Comon Stock;

D. Upon the closing of the transactions contenplated hereby, the
parties hereto will execute and deliver a Registration Rights Agreenent in
substantially the formattached hereto as Exhibit A (the "Registration
Rights Agreenent") pursuant to which the Conpany agrees to provide certain
registration rights wunder the 1933 Act and the rules and regulations
pronul gated thereunder, and applicable state securities |aws; and

E. The Conpany intends to enter into other agreenments substantially
in the form of this Agreenment and Registration Rights Agreement wth
certain other buyers (the "Qther Buyers") and expect to the conplete the
sale of shares of Commobn Stock to them however, the Buyer's obligations
hereunder are not expressly conditioned on the purchase by any or all of
the Oher Buyers of the Common Stock that they nmy agree to purchase from
t he Conpany.

NOW THEREFORE, in consideration of the premises and the nutual
covenants contained herein and other good and val uabl e consideration, the
recei pt and sufficiency of which are hereby acknow edged, the Conpany and
the Buyer hereby agree as follows:

1. PREAMBLES; PURCHASE AND SALE OF COVMON STCOCK; CLOSI NG

a. Prelimnary Statements. The above prelimnary statenents,
recitals, definitions, preanble and provisions are true and correct and are
incorporated herein as fully as if set forth herein.

b. Purchase of Common Stock. Subject to the terns and
conditions set forth in this Agreenent, the Conpany agrees to issue and
sell to Buyer, and Buyer agrees to purchase fromthe Conpany such nunber of
shares of Comon Stock (the "Securities") as shall be determined by
dividing the aggregate purchase price of $100,000 (the "Purchase Price") by
the per share purchase price (wWth any fractional shares being rounded up
to the next whole share). The per share purchase price shall be equal to
the |l esser of (x) 95%of the average of the closing bid price of the Common
Stock on the Principal Market (as defined below) (as reported by Bl oonberg
L.P.) for the Trading Days (as defined below) occurring during the thirty
(30) consecutive cal endar days ending on the cal endar day i nmediately prior
to the date of Closing (as defined below), or (y) $1.80. The term
"Principal Market" shall nmean the American Stock Exchange, the New York
Stock Exchange, the NASDAQ National Market, or the NASDAQ Snal | Cap Market,
whi chever is at the time the principal trading exchange or nmarket for the
Common St ock, based upon share volune, or if the Commobn Stock is not traded
on an exchange or market, the OTC Bulletin Board or its successor (as of
the date hereof the Principal Market is the American Stock Exchange). The



term "Trading Day" shall nmean any day during which the Comon Stock is
traded on the Principal Market. The consummation of the transaction and
the paynent of the Purchase Price shall occur at Cosing (as defined
bel ow) .

c. Escrow. Wthin two (2) business days followi ng Buyer's
execution of this Agreenent, Buyer shall deliver to Gbralter Bank, F.S. B.,
as escrow agent ("Escrow Agent"), an anount equal to the Purchase Price
(the "Escrow Amunt") by wire transfer of imediately available United
States Dollars in accordance with the instructions set forth in the Escrow
Agreement dated as of the date hereof by and anong the Conpany, Buyer and
Escrow Agent (the "Escrow Agreenent"). Escrow Agent shall hold and
di sburse the Escrow Amount in accordance with the ternms and conditions of
the Escrow Agreenent.

d. The Cosing. The closing ("Cosing") of the sale and
purchase of the Securities under this Agreenent is contingent upon the
Conpany's repaynent in full of the existing debt owed to (x) FINOVA Capital
Corporation pursuant to that «certain Security Agreenent dated as of
Novenmber 1, 1996, as anended, and (y) FINOVA Mezzanine Capital Inc.
pursuant to that certain Loan Agreenent dated as of Septenber 30, 1999, as
amended (the "FI NOVA Repaynent"). The FI NOVA Repaynent shall be subject to
and in accordance with the terns of the Escrow Agreenent. The C osing
shall take place at the offices of Baker & Hostetler LLP, 200 South Orange
Avenue, Suite 2300, SunTrust Center, Ol ando, Florida 32801, as of the date
of the FINOVA Repaynent. The consummation of the transaction and the
paynent of the Purchase Price shall occur at Cosing, as follows:

(i) Rel ease of Escrow Amount. Escrow Agent shall rel ease
the Escrow Anount as provided in the Escrow Agreenent.

(ii) Delivery of Stock Certificate(s). Against paynent to
the Conpany of the Purchase Price therefor, the Conpany shall direct its
stock transfer agent to deliver to Buyer one or nore stock certificates,
duly executed on behalf of the Conpany, representing the Securities being
purchased by Buyer, registered in the name of Buyer, such delivery to Buyer
to be made not later than five (5) business days after the d osing.

2. BUYER S REPRESENTATI ONS AND WARRANTI ES
Buyer represents and warrants to the Conpany that:

a. I nvest ment Purpose. The Securities are being acquired by
Buyer in good faith solely for its own account, for investnent purposes
only, and are not being purchased for resale, resyndication, distribution,
subdivision or fractionalization thereof; Buyer has no contract or
arrangenment with any person to sell, transfer or pledge to any person the
Securities or any part thereof, any interest therein or any rights thereto;
Buyer has no present plans to enter into any such contract or arrangenent;
and Buyer understands that as a result it nust bear the economic risk of
the investnent for an indefinite period of time because the Securities have
not been registered under the 1933 Act, and, therefore, cannot be sold
unl ess they are subsequently registered under the 1933 Act.

b. Accredited Investor Status. Buyer is an "accredited
investor" as that termis defined in Rule 501(a) of Regul ation D.

c. Reliance on Exenptions. Buyer understands that t he
Securities are being offered and sold to it under the exenption from the
registration requirenents of the United States federal and state securities
laws and that the Conpany is relying upon the truth and accuracy of, and
Buyer's conpliance wth, the representations, warranties, agreenents,
acknow edgrment s and understandi ngs of Buyer set forth herein in order to
determine the availability of such exenptions and the eligibility of Buyer
to acquire the Securities.

d. Informati on. Buyer understands and acknow edges that it is
purchasing the Securities wi thout being furnished any offering literature,
prospectus or other materials other than copies of the SEC Docunments (as
defined herei nbelow), that this transaction has not been scrutinized by the
SEC or by any admi nistrative agency charged with the administration of the
securities laws of any state, that all docunents, records and books,
pertaining to the Conpany, its business, finances and operations, and this
investnent have been nade available to Buyer, and its advisors and

representatives, including its attorney, its accountant and/ or its
purchaser representative, and that the books and records of the Conpany
will be available upon reasonable notice for inspection by Buyer during
reasonabl e business hours at the Conpany's principal place of business.
Buyer and its advisors and representatives, including its attorney, its

accountant and/or its purchaser representative, if any, have reviewed the
SEC Docunents and been afforded the opportunity to ask questions of the
Conpany and have received conplete and satisfactory answers to any such
inquiries. Buyer understands that its investment in the Securities is
specul ative and involves a high degree of risk of loss and that Buyer nust



be prepared to lose its entire investnent in the Conpany. Buyer has sought
such accounting, legal and tax advice, as it has considered necessary to an
informed investnent decision wth respect to its acquisition of the
Securities. Buyer, or Buyer together with its purchaser representative, if
any, have such know edge and experience in financial and business matters
that it and such representative are capable of evaluating the nerits and
risks of an investnent in the Securities and of neking an inforned
i nvest ment deci sion.

e. Governnental Revi ew. Buyer understands that no United
States federal or state agency or any other government or governnental
agency has approved or di sapproved or passed on or nade any reconmendati on
or endorsenment of the Securities or the fairness or suitability of the
investnent in the Securities, nor have such authorities passed upon or
endorsed the nmerits of the offering of the Securities or the accuracy or
adequacy of any of the information provided by the Conpany to Buyer
regarding the Conmpany, the Securities or any other matter, and that the
Conmpany is relying on the truth and accuracy of the representations,
decl arations and warranti es herein nade by Buyer in offering the Securities
for sale to it without having first registered the same under the 1933 Act.

f. Transfer or Resale. Buyer understands that, except as
provided in the Registration R ghts Agreement, (i) the Securities have not
been and are not being registered under the 1933 Act or any state
securities laws, and may not be transferred unless (a) subsequently
regi stered thereunder, or (b) Buyer shall have provided the Conpany with a
statenent of the circunmstances surrounding the proposed disposition and
shall have delivered to the Conpany an opinion of counsel, reasonably
satisfactory in form scope and substance to the Conpany, to the effect (1)
that the Securities to be sold or transferred nay be sold or transferred
pursuant to an exenption fromsuch registration and (2) that appropriate
action necessary for conpliance with the 1933 Act has been taken; (ii) any
sal e of such Securities made in reliance on Rule 144 pronul gated under the
1933 Act may be made only in accordance with the terms of said Rule and
further, if said Rule is not applicable, any resale of such Securities
under circunstances in which the seller (or the person through whom the
sale is nmade) may be deenmed to be an underwriter (as that termis defined
in the 1933 Act) may require conpliance with sone other exenption under the
1933 Act or the rules and regul ations of the SEC thereunder; and (iii)
neither the Conpany nor any other person is under any obligation to
regi ster such Securities under the 1933 Act or any state securities |aws or
to conmply with the terns and conditions of any exenption thereunder.

g. Legends. Buyer understands that the stock certificates
representing the Securities shall bear a restrictive | egend in
substantially the following form (and a stop-transfer order shall be placed
agai nst transfer of such stock certificates):

THE  SECURI TIES REPRESENTED HEREBY HAVE NOT  BEEN
REG STERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED. THE SECURITIES HAVE BEEN ACQU RED FOR
I NVESTMENT AND MAY NOT BE RECFFERED, SOLD, TRANSFERRED,
PLEDGED, OR ASSI GNED I N THE ABSENCE OF (A) AN EFFECTI VE
REG STRATI ON  STATEMENT FOR THE SECURI TIES UNDER SAI D
ACT AND THE STATE SECURI TI ES ACT OR BLUE SKY ACT CF ANY
STATE HAVI NG JURI SDI CTI ON THERECF, OR (B) AN COPI Nl ON OF
COUNSEL, REASONABLY SATI SFACTORY IN FORM  SCOPE AND
SUBSTANCE TO THE COWPANY, THAT REG STRATION IS NOT
REQUI RED UNDER SAI D ACT OR THE SECURI TIES ACT OR BLUE
SKY ACT OF ANY STATE HAVI NG JURI SDI CTI ON W TH RESPECT
THERETO.

h. Aut hori zation; Enforcenent. This Agreement, the Escrow
Agreenment and the Registration R ghts Agreenent have been duly and validly
aut hori zed, executed and delivered on behalf of Buyer and are valid and
bi nding agreenents of Buyer enforceable in accordance wth their terms,
subject as to enforceability to general principles of equity and to
bankruptcy, insolvency, noratorium and other simlar laws affecting the
enforcenent of creditors' rights generally.

i Domicile. |If Buyer is an individual, Buyer is a resident
of, or if Buyer is an entity, Buyer's principal place of business is
located in, the State of New York.

j- I ndemni fication. Buyer acknow edges that Buyer understands
the nmeaning and | egal consequences of the representations and warranties in
this Section 2, and that the Conmpany has relied upon such representations
and warranties, and Buyer hereby agrees to indemify and hold harm ess the
Conpany and its of ficers, directors, shar ehol ders, agents and
representatives from and against any and all clains, demands, |osses,
danages, expenses or liabilities (including attorneys' fees) due to or
arising out of, directly or indirectly, a breach of any such
representations or warranties. Notw thstanding the foregoing, however, no
representation, warranty, acknow edgnent or agreenment made herein by Buyer



shall in any manner be deened to constitute a waiver of any rights granted
to such Buyer under federal or state securities |aws.

k. Short Position and Market Purchases. Buyer is not
purchasing the Securities for the purpose of covering any short position in
the Securities.

3. REPRESENTATI ONS AND WARRANTI ES OF THE COMPANY
The Conpany represents and warrants to Buyer that:

a. Organi zation and Qualification. The Conpany is a
corporation duly organized and existing in good standing under the |aws of
the State of Delaware, and has the requisite corporate power to own its
properties and to carry on its business as now being conducted. The
Conpany is duly qualified as a foreign corporation to do business and is in
good standing in every jurisdiction in which the nature of the business
conducted by it nakes such qualification necessary and where the failure so
to qualify would have a material adverse effect on the operations,
properties or financial condition of the Conmpany taken as a whole (a
"Material Adverse Effect").

b. Aut hori zation; Enforcenent. (i) The Conpany has the
requisite corporate power and authority to enter into and perform this
Agreenent and the Registration Rights Agreenent and to issue the Securities
in accordance wth the terms hereof and thereof, (ii) the execution and
delivery of this Agreement and the Registration R ghts Agreement by the
Conpany and the consummation by it of the transactions contenplated hereby
have been duly authorized by the Conpany's Board of Directors and no
further consent or authorization of the Conpany, its Board of Directors, or
its stockholders is required, (iii) this Agreement and the Registration
Ri ghts Agreenent have been duly executed and delivered by the Conpany, and
(iv) this Agreement and the Registration Rights Agreenent constitute the
valid and binding obligations of the Conpany enforceable against the
Conpany in accordance with its terns, except as such enforceability nay be
limted by applicable bankruptcy, insolvency, reorganization, noratorium
liquidation or simlar laws relating to, or affecting generally, the
enforcement of «creditors' rights and renmedies or by other equitable
principles of general application.

c. Capi talization. As of the date of this Agreenment, the
aut hori zed capital stock of the Conpany consists of (i) 85,000,000 shares
of Common Stock of which 12,761, 685 shares were issued and outstandi ng, and
(ii) 1,000,000 shares of preferred stock, $.01 par value, of which 200,000
shares have been designated "Series A Preferred Stock," 57,384 of which
were issued and outstanding. Al of such outstanding shares have been
validly issued and are fully paid and nonassessable. Except as set forth
in the SEC Docunents (as defined herein) or in Schedule 3.c. attached
hereto, as of the date of this Agreenent (i) there are no outstanding
options, warrants, scrip, rights to subscribe to, calls or commitnents of
any character whatsoever relating to, or securities or rights convertible
into, any shares of capital stock of the Conpany, or arrangenments by which
the Conpany is or nmay becone bound to issue additional shares of capital
stock of the Conpany, and (ii) there are no agreenents or arrangenents
under which the Conpany is obligated to register the sale of any of its
securities under the 1933 Act other than agreements with respect to
securities which have been previously registered or are subject to current
regi stration statenents.

d. I ssuance of Securities. The Securities are duly authorized
and, wupon issuance in accordance with the terns hereof, shall be validly
issued, fully paid and non-assessable, and free fromall taxes, liens and

charges with respect to the issue thereof.

e. No Conflicts. The execution, delivery and performance of
this Agreenent by the Conpany and the consunmmation by the Conpany of the
transactions contenplated hereby will not (i) result in any violation of
the Conmpany's Certificate of Incorporation, as anended, as in effect on the
date hereof ("Certificate of Incorporation”) or the Conpany's Bylaws, as in
effect on the date hereof (the "Bylaws") or (ii) conflict wth, or
constitute a default (or an event which with notice or |lapse of tinme or
both would become a default) under, or give to others any rights of
term nation, anmendnent, acceleration or cancellation of, any agreenent,
indenture or instrunent to which the Conpany is a party, or result in a
violation of any law, rule, regulation, order, judgnent or decree
(including federal and state securities |laws and regul ations) applicable to
the Conpany or by which any property or asset of the Conpany is bound or
affected (except for such conflicts, defaults, terminations, amendnents,
accel erations, cancellations and violations as would not, individually or
in the aggregate, have a Material Adverse Effect). The business of the
Conpany is not being conducted in violation of any law, ordinance,
regul ati on of any governnental entity, except for possible violations which
either singly or in the aggregate do not have a Material Adverse Effect.
Except as required under the 1933 Act and any applicable state securities



laws, the Conpany is not required to obtain any consent, authorization or
order of, or neke any filing or registration wth, any court or
governnental agency in order for it to execute, deliver or perform any of
its obligations under this Agreenent in accordance with the terns hereof.

f. Common Stock. The Conpany has registered its Conmon Stock
pursuant to Section 12(b) or (g) of the 1934 Act (as defined below) and is
in full conpliance with all reporting requirements of the 1934 Act, and the
Conpany is in conpliance with all requirements for the continued listing or
quotation of its Common Stock, and such Common Stock is currently listed or
quoted on, the Principal Market. As of the date hereof, the Principal
Market is the American Stock Exchange, and except as set forth in the SEC
Docunments, the Conpany has not received any notice regarding, and to its
know edge there is no threat of, the term nation or discontinuance of the
eligibility of the Common Stock for such posting or |isting.

g. SEC Docunents, Financial Statenents. During the Conpany's
last two (2) fiscal years, the Conpany has filed all reports, schedules,
forms, statenents and other documents required to be filed by it with the
SEC pursuant to the reporting requirenents of the Securities Exchange Act
of 1934, as anended (the "1934 Act") (all of the foregoing filed prior to
the date hereof and all exhibits included therein and financial statements
and schedul es thereto and docunents (other than exhibits) incorporated by
reference therein, being hereinafter referred to herein as the "SEC

Docunent s") . The Conpany has delivered to Buyer true and conplete copies
of the SEC Docunents, except for such exhibits, schedul es and incorporated
docunents. As of their respective dates, subject to, wth respect to

certain SEC Docunents, the filing of an anendnment to such SEC Docunents,
the SEC Docunents conplied in all nmaterial respects with the requirenments
of the 1934 Act and the rules and regul ations of the SEC pronulgated
thereunder applicable to the SEC Docunents, and none of the SEC Docunents,
at the tinme they were filed with the SEC, contained any untrue statenent of
a nmaterial fact or omtted to state a naterial fact required to be stated
therein or necessary in order to make the statenents therein, in light of
the circunstances under which they were made, not nisleading. As of their
respective dates, the financial statements of the Conpany included in the
SEC Docunents conplied as to formin all naterial respects with applicable
accounting requirenents and the published rules and regul ati ons of the SEC
with respect thereto. Such financial statements have been prepared in
accordance wth generally accepted accounting principles, consistently
applied, during the periods involved (except (i) as may be otherw se
indicated in such financial statenents or the notes thereto, or (ii) in the
case of unaudited interimstatenments, to the extent they nay exclude
footnotes or may be condensed or summary statenments) and fairly present in
all nmaterial respects the financial position of the Conpany as of the dates
thereof and the results of its operations and cash flows for the periods
then ended (subject, in the case of unaudited statenents, to normal year-
end audit adjustnents). No other infornmation provided by or on behalf of
the Conmpany to Buyer and referred to in Section 2(d) of this Agreenent
contains any untrue statenent of a material fact or onits to state any
material fact necessary in order to make the statenents therein, in the
light of the circumstance under which they are or were nade, not
m sl eadi ng.

h. No Material Adverse Change. Since Decenber 31, 2002, there
has not been any naterial adverse change in the Conpany's business, results
of operations, or financial condition, other than changes resulting from
general econom c conditions or general econonic trends, except as reflected
in the SEC Docunents filed at |east five (5) days prior to the date hereof.

i Absence of Litigation. Except as disclosed in the SEC
Docunents, there is no action, suit, proceeding, inquiry or investigation
before or by any court, public board or body pending or, to the know edge
of the Conpany, threatened agai nst the Conpany, wherein an unfavorable
decision, ruling or finding would have a Material Adverse Effect or which
woul d adversely affect the validity or enforceability of, or the authority
or ability of the Conpany to performits obligations under, this Agreenent
or any of the docunents contenpl ated herein.

4. COVENANTS

a. Form D. The Conpany agrees to file a FormD with respect to
the Securities as required under Regulation D and to provide a copy thereof
to Buyer pronptly after such filing.

b. Reporting Status. Until the earlier of (i) the date as of
which Buyer may sell all the Securities without restriction pursuant to
Rul e 144(k) promnul gated under the 1933 Act, or (ii) the date on which Buyer
has sold all of the Securities, the Conpany shall file all reports required
to be filed with the SEC pursuant to the 1934 Act, and the Conpany shall
not termnate its status as an issuer required to file reports under the
1934 Act even if the 1934 Act or the rules and regul ations thereunder woul d
permit such termnation. Buyer shall give notice to the Conpany when it
has sold all of the Securities.



c. Listing of Securities. The Conpany shall cause the
Securities to be listed on the Principal Mrket prior to the C osing.

5. TRANSFER AGENT | NSTRUCTI ONS

Buyer acknow edges that the Securities shall be "restricted"
securities, that the Stock Certificates shall bear the restrictive |egend
specified in Section 2(g) of this Agreenent, and that stop-transfer
instructions have been given by the Conpany to its transfer agent wth
respect to the Securities. |f Buyer provides the Conpany with an opinion
of counsel, reasonably satisfactory in form scope and substance to the
Conpany, that registration of a resale by Buyer of any of the Securities is
not required under the 1933 Act or any applicable state securities or blue
sky laws, the Conpany shall pernit the transfer and pronptly instruct its
transfer agent to issue one or nore certificates in such nane and in such
denomi nati ons as specified by Buyer.

6. TERM NATI ON
a. Termination. This Agreenent nmay be terminated as foll ows:

(i) at any tinme prior to Closing, by mutual witten consent
of all of the parties to this Agreenent, whereupon Buyer and the Conpany
shal | deliver to Escrow Agent joint witten instructions to release the
Escrow Anobunt to Buyer;

(ii) at any tine after July 15, 2003, by Buyer, if the
Cl osing has not been effected on or prior to such date and if Buyer is not
then in breach of any termof this Agreenment, pursuant to witten notice by
Buyer to the Conpany and the Escrow Agent; or

(iii) at any tine after July 15, 2003, by the Conpany,
if the dosing has not been effected on or prior to such date, if the
Conmpany is not then in breach of any termof this Agreenent, pursuant to
witten notice by the Conpany to Buyer and the Escrow Agent.

b. Effect of Termnation. Al obligations of the parties
hereunder shall cease wupon any termination pursuant to Section 6.a.,
provi ded, however, that the provisions of Sections 6.c. and 7 hereof shall
survive any term nation of this Agreenent.

c. Treatment of Escrow Amount Upon Termination. If this
Agreenment is termnated pursuant to its terms, the Escrow Amount shall be
treated as set forth in the Escrow Agreenent.

7. GOVERNI NG LAW M SCELLANEQUS

a. Governing Law. This Agreenent shall be governed by and
interpreted in accordance with the laws of the State of Florida without
regard to the principles of conflict of |aws.

b. Counterparts. This Agreenent may be executed in two or nore
identical counterparts, all of which shall be considered one and the same
agreenent and shall beconme effective when counterparts have been signed by
each party and delivered to the other party. In the event any signature
page is delivered by facsimle transmi ssion, the party using such nmeans of
delivery shall cause three (3) additional original executed signature pages
to be physically delivered to the other party within five (5) days of the
execution and delivery hereof.

c. Headi ngs. The headings of this Agreenent are for
conveni ence of reference and shall not form part of, or affect the
interpretation of, this Agreenent.

d. Severability. [|f any provision of this Agreement shall be
invalid or unenforceable in any jurisdiction, such invalidity or
unenforceability shall not affect the validity or enforceability of the
remai nder of this Agreenent or the validity or enforceability of this
Agreenment in any other jurisdiction.

e. Entire Agreenent; Anmendnents. This Agreement and the
instruments referenced herein contain the entire understanding of the
parties with respect to the matters covered herein and therein and, except
as specifically set forth herein or therein, neither the Conpany nor any
Buyer nmmkes any representation, warranty, covenant or undertaking wth
respect to such matters. No provision of this Agreement may be waived or
amended other than by an instrunment in witing signed by the party to be
charged with enforcenent.

f. Noti ces. Any notices required or pernitted to be given
under the terns of this Agreenent shall be sent by nmil or delivered
personally or by courier and shall be effective five days after being
placed in the mail, if mailed, certified or registered, return receipt



requested, or upon receipt, if delivered personally or by courier, in each
case addressed to a party. The addresses for such communi cations shall be:

If to the Conpany: Galaxy Nutritional Foods, Inc.
2441 Vi scount Row
Ol ando, FL 32809
Tel ephone: (407) 855-5500
Tel ecopy: (407) 855-1099
Attention: M. Christopher J. New

Wth a copy to: Baker & Hostetler LLP
200 South Orange Avenue
Ol ando, FL 32801
Tel ephone: (407) 649-4000
Tel ecopy: (407) 841-0168
Attention: Jeffrey E. Decker, Esq.

If to Buyer: Davi d Li pka
19 Cakwood Circle
Roslyn, NY 11576
Tel ephone: (516) 627-1955
Tel ecopy: (516) 627-2730

Each party shall provide notice to the other party of any change in
addr ess.

Successors and Assigns. This Agreenent shall be binding
upon and inure to the benefit of the parties and their successors and
assigns. Neither the Conmpany nor Buyer shall assign this Agreenent or any
rights or obligations hereunder without the prior witten consent of the
other (which consent may be withheld for any reason in the sole discretion
of the party from whom consent is sought).

h. Third Party Beneficiaries. This Agreement is intended for
the benefit of the parties hereto and their respective permtted successors
and assigns, and is not for the benefit of, nor may any provision hereof be
enforced by, any other person.

i Survival. The representations and warranties of the Buyer
and the Conpany contained in Sections 2 and 3, respectively, shall survive
the Cosing for a period of one (1) year thereafter, provided however that
the representations and warranties of Buyer contained in Sections 2. a.,
2.b. and 2.h. shall survive the Cosing indefinitely.

k. Publicity. The Conpany and Buyer shall have the right to
approve before issuance any press rel eases or any other public statements
with respect to the transactions contenplated hereby; provided, however,
that the Conpany shall be entitled, without the prior approval of Buyer, to
make any press release with respect to such transactions as the Conpany
determines is required by applicable | aw and regul ati ons.

I Further Assurances. Each party shall do and perform or
cause to be done and perforned, all such further acts and things, and shall
execute and deliver all such other agreenents, certificates, instruments
and docunents, as the other party nmay reasonably request in order to carry
out the intent and acconplish the purposes of this Agreement and the
consummation of the transactions contenpl ated hereby.

m Expenses. Subject to a maxi num of $5,000.00, the Conpany
shall pay the reasonabl e fees, expenses and di shursenents of Buyer's | egal
counsel arising in connection with the negotiation, execution and

consummation of this Agreenent, the Escrow Agreenent, the Registration
Rights Agreenent and the agreenents and transactions contenplated by such
agr eenent s.
[ SI GNATURES APPEAR ON FOLLOW NG PAGE]
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I N WTNESS WHEREOF, Buyer and the Conpany have caused this Securities
Purchase Agreenent to be duly executed as of the date first witten above.
" Conpany”

GALAXY NUTRI TI ONAL FOODS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New
Chi ef Executive Oficer



"Buyer"

/'s/ David Lipka

Davi d Li pka
Filename: ex1021-603.txt
Type: EX-10.21
Comment/Description: Registration Rights

Agreement

(this header is not part of the document)

REG STRATI ON RI GHTS AGREEMENT

REG STRATI ON RI GHTS AGREEMENT (this "Agreenment"), dated as of May
21, 2003, by and between Galaxy Nutritional Foods, Inc., a Delaware
corporation, wth headquarters |located at 2441 Viscount Road, Ol ando,
Fl ori da 32809 (the "Conpany"), and David Lipka, whose address is 19 Oakwood
Circle, Roslyn, NY 11576 (the "Buyer").

PRELI M NARY STATEMENTS

A In connection wth the Securities Purchase Agreenent by and
between the parties of even date herewith (the "Securities Purchase
Agreenment"), the Conpany has agreed, upon the terns and subject to the
conditions of the Securities Purchase Agreenent, to issue and sell to the
Buyer shares of the Conpany's conmon stock, par value $0.01 per share (the
"Common Stock"); and

B. To induce the Buyer to execute and deliver the Securities
Purchase Agreenent, the Conpany has agreed to provide certain registration
rights wunder the Securities Act of 1933, as anended, and the rules and
regul ati ons thereunder, or any simlar successor statute (collectively, the
"1933 Act"), and applicable state securities |aws.

NOW THEREFORE, in consideration of the premses and the nmnutual
covenants contained herein and other good and val uabl e consideration, the
recei pt and sufficiency of which are hereby acknow edged, the Conmpany and
the Buyer hereby agree as follows:

1. DEFI NI TI ONS.

a. As used in this Agreenent, the following terns shall have the
foll owi ng neani ngs:

(i) "I nvestor” nmeans the Buyer and any transferee or
assignee thereof who agrees to beconme bound by the provisions of this
Agreement in accordance with Section 9 hereof.

(ii) "register," "registered," and "registration" refer to a
registration effected by preparing and filing a Registration Statenent or
Statenents in conpliance with the 1933 Act and pursuant to Rule 415 under
the 1933 Act or any successor rule providing for offering securities on a
continuous basis ("Rule 415"), and the declaration or ordering of
ef fectiveness of such Registration Statenent by the United States
Securities and Exchange Commi ssion (the "SEC').

(iii) "Regi strable Securities" neans the Securities (as
defined in the Securities Purchase Agreenent).

(iv) "Registration Period" nmeans the period commencing on
the date on which the Registration Statement filed pursuant to this
Agreement is declared effective by the SEC and expiring on the date that
(A) the Investor my sell all of the Registrable Securities without
restriction pursuant to Rule 144(k) pronul gated under the 1933 Act, or (B)
the Investor has sold all of the Registrable Securities.

(v) "Registration Statenent"” neans a registration statenent
of the Conpany under the 1933 Act.

b. Capitalized terns used herein and not otherw se defined
herein shall have the respective nmeanings set forth in the Securities
Pur chase Agreenent.



2. REG STRATI ON RI GHTS.

a. Mandatory Registration. The Conpany shall prepare and file with the
SEC a Registration Statement on FormS-3 (or, if such formis unavail able
for such a registration, on such other formas is available for such a
registration) covering the resale of the Registrable Securities. The
Regi stration Statenment (and each anmendnent or suppl enent thereto) shall be
provided to the Buyer and its counsel no later than five business days
prior to its filing or other subm ssion, and shall be subject to approval
by Buyer and its counsel wthin such five business day period, such
approval not to be wunreasonably w thheld. The Conpany wll wuse its
reasonabl e efforts to cause such Registration Statenent to becone effective
as pronptly as practicable but not |ater than 180 days after Cosing, as
defi ned in the Securities Purchase Agreenent (the "Effective Dat e
Deadl i ne")). The Conpany shall notify the Investor in witing by facsinle
transm ssion or enmil notice that such Registration Statenent has been
decl ared effective by the SEC pronptly follow ng the Conpany becom ng aware
of such declaration by the SEC

b. Regi stration Default. If the Registration Statenent
covering the Registrable Securities required to be filed by the Conpany
pursuant to Section 2.a. is not declared effective by the SEC by the
Effective Date Deadline, then the Conpany shall nake the paynents to the
Investor as provided in the next sentence as |iquidated damages and not as
a penalty. The anpunt to be paid by the Conpany to the Investor shall be
determ ned as of each Conputation Date (as defined below), and such amount
shal |l be equal to 2.5% (the "Liquidated Danage Rate") of the product of (i)
the per share purchase price of the Securities under the Securities
Purchase Agreenent and (ii) the nunber of shares of Registrable Securities
then held by the Investor, for the period fromthe Effective Date Deadline
to the first Conputation Date, and for each 30-day period of any subsequent
Conput ati on Dates thereafter, in each case calculated on a pro rata basis
to the date on which the Registration Statement is declared effective by
the SEC (the "Periodic Amount"). The full Periodic Ambunt shall be paid by
the Conpany to the Investor by wire transfer of immediately avail able funds
within three business days after each Conputation Date or three business
days after the date on which the Registration Statenent is declared
effective by the SEC, whichever occurs earlier.

As used in this Section 2.b., "Conputation Date" neans the date which
is 30 days after the Effective Date Deadline and, if the Registration
Statement to be filed by the Conpany pursuant to Section 2(a) has not
theretof ore been declared effective by the SEC, each date which is 30 days
after the previous Conputation Date until such Registration Statement is so
decl ared effective.

c. Pi ggy- Back Registrations. |If at any time prior to filing a
Regi stration Statenent under this Agreenent, the Conpany shall file wth
the SEC a Registration Statenent relating to an offering for its own
account or the account of others under the 1933 Act of any of its equity
securities (other than on Form S-4 or Form S-8 or their then equivalents
relating to equity securities to be issued solely in connection wth any
acquisition of any entity or business or equity securities issuable in
connection with stock option or other enployee benefit plans), the Conpany
shall send to the Investor who is entitled to registration rights under
this Section 2 witten notice of the intended filing of such Registration
Statement and, if within twenty (20) days after recei pt of such notice, the
Investor shall so request in witing, the Conpany shall include in such
Regi stration Statenment all or any part of the Registrable Securities the
I nvestor requests to be registered, except that if, in connection with any
underwitten public offering for the account of the Conpany the nanaging
underwriter(s) thereof shall inpose a limtation on the nunber of shares of
Common  Stock which may be included in the Registration Statenment because,
in such underwiter(s)' judgnent, marketing or other factors dictate such
limtation is necessary to facilitate public distribution, then the Conpany
shall be obligated to include in such Registration Statenment only a limted
portion of the Registrable Securities with respect to which the Investor
has requested inclusion hereunder, such portion to be deternmned as
hereinafter provided; provided that no portion of the equity securities
which the Conpany is offering for its own account shall be excluded;
provi ded, further that the Conmpany shall be entitled to exclude Registrable
Securities to the extent necessary to avoid breaching obligations existing
prior to the date hereof to other stockholders of the Conpany. Subject to
the foregoing, the Conpany shall not exclude any Registrable Securities
unless the Conpany has first excluded all outstanding securities, the
hol ders of which are not entitled to inclusion of such securities in such
Regi stration Statement or are not entitled to pro rata inclusion wth the
Regi strable Securities, and, after giving effect to the inmmediately
precedi ng cl ause, any exclusion of Registrable Securities shall be nade pro
rata with holders of other securities having the right to include such
securities in the Registration Statement other than hol ders of securities
entitled to inclusion of their securities in such Registration Statenent by
reason of demand registration rights. The obligations of the Conpany under
this Section 2 may be waived by the Investor. If an offering in connection



with which the Investor is entitled to registration under this Section 2.
is an underwitten offering, then if the Investor's Registrable Securities
are included in such Registration Statenment the Investor shall, unless
ot herwi se agreed by the Conpany, offer and sell such Registrable Securities
in an underwritten offering using the same underwriter or underwiters and,
subject to the provisions of this Agreenent, on the same terns and
conditions as other shares of Commobn Stock included in such underwitten
of fering.

3. OBLI GATI ONS OF THE COVPANY.

In connection with the registration of the Registrable Securities, the
Conpany shall have the follow ng obligations:

a. A Registration Statenent filed pursuant to this Agreenent (including
any anendnments or supplements thereto and prospectuses contained therein)
shall not contain any untrue statenent of a material fact or onit to state
a material fact required to be stated therein, or necessary to nake the
statenents therein, in light of the circunstances in which they were made,
not mi sl eadi ng.

b. The Conpany shall prepare and file with the SEC such anendnents
(including post-effective amendnents) and supplements to the Registration
Statement and the prospectus used in connection with the Registration
Statenment as nmay be necessary to keep the Registration Statenment effective
at all tinmes during the Registration Period, and, during the Registration
Period, conply wth the provisions of the 1933 Act with respect to the
disposition of all Registrable Securities of the Conpany covered by the
Regi stration Statenent wuntil such time as all of such Regi strabl e
Securities have been disposed of in accordance with the intended methods of
disposition by the seller or sellers thereof as set forth in the
Regi stration Statenent.

c. The Conpany shall furnish to the Investor if its Registrable
Securities are included in the Registration Statement and its |egal counsel
(i) pronptly after the same is prepared and publicly distributed, filed
with the SEC, or received by the Conpany, one copy of the Registration
Statement and any anendnent thereto, each prelimnary prospectus and
prospectus and each amendnent or supplenent thereto, and (ii) such nunber
of copies of a prospectus, including a prelimnary prospectus, and all
amendnents and suppl ements thereto and such other docunents as the Investor
may reasonably request in order to facilitate the disposition of the
Regi strabl e Securities owned by the Investor.

d. As pronptly as practicable after becoming aware of
such event, the Conpany shall notify the Investor of the happening of any
event, of which the Conpany has know edge, as a result of which the
prospectus included in the Registration Statenent, as then in effect,
includes an wuntrue statenent of a material fact or omssion to state a
material fact required to be stated therein or necessary to make the
statenents therein, in light of the circunstances under which they were
made, not msleading, and use its best efforts pronptly to prepare a
suppl enent or anendnment to the Registration Statenent to correct such
untrue statenent or omi ssion, and deliver such nunber of copies of such
supplenent or anendnment to the Investor as the Investor nmmy reasonably
request .

e. The Conpany shall use its best efforts to prevent the
issuance of any stop order or other suspension of effectiveness of a
Regi stration Statenent, and, if such an order is issued, to obtain the
wi t hdrawal of such order at the earliest possible nonent and to notify the
Investor if the Investor holds Registrable Securities being sold (or, in
the event of an underwitten offering, the managi ng underwriters) of the
i ssuance of such order and the resol ution thereof.

f. The Conpany shall hold in confidence and not nake any disclosure
of information concerning the Investor provided to the Conpany unless (i)
the Conpany deternines disclosure of such information is necessary to
conply wth federal or state securities laws, (ii) the disclosure of such
information is necessary to avoid or correct a misstatenent or omission in
any Registration Statement, (iii) the release of such information is
ordered pursuant to a subpoena or other final, non-appeal able order from a
court or governnental body of conpetent jurisdiction, or (iv) such
information has been nade generally available to the public other than by
disclosure in violation of this or any other agreement. The Conpany agrees
that it shall, upon |learning that disclosure of such information concerning
the Investor is sought in or by a court or governnental body of conpetent
jurisdiction or through other means, give pronpt notice to the |Investor and
allow the Investor, at the Investor's expense, to undertake appropriate
action to prevent disclosure of, or to obtain a protective order for, such
information

. The Conpany shall use its best efforts to cause all the
Regi strabl e Securities covered by the Registration Statement to be listed



on the American Stock Exchange and on each additional national securities
exchange on which securities of the sane class or series issued by the
Conpany are then listed, if any, if the listing of such Registrable
Securities is then permtted under the rules of such exchange.

h. The Conpany shall cooperate with the Investor if it holds
Regi strable Securities and the managing underwiter or underwiters, if
any, to facilitate the tinmely preparation and delivery of certificates
representing the Registrable Securities to be offered pursuant to the
Regi stration Statenent and enable such certificates to be in such
denoni nations or amounts, as the case nay be, as the managing underwriter
or underwiters, if any, or the Investor may reasonably request and
registered in such names as the managi ng underwriter or underwiters, if
any, or the Investor may request.

4. OBLI GATI ONS OF THE | NVESTOR.

In connection with the registration of the Registrable Securities, the
Investor shall have the follow ng obligations:

a. It shall be a condition precedent to the obligations of the Conpany to
conplete the registration of Registrable Securities pursuant to this
Agreement that the Investor shall furnish to the Conpany such information
regarding itself, the Registrable Securities held by it and the intended

net hod of disposition of the Registrable Securities held by it as shall be
reasonabl y required to effect the registration of such Registrable
Securities and shall execute such docunents in connection with such

registration as the Conpany may reasonably request. At least five (5) days
prior to the first anticipated filing date of the Registration Statenent,
the Conpany shall notify the Investor of the information the Conpany
requires from the |Investor if the Investor elects to have any of the
Investor's Registrable Securities included in the Registration Statenent.

b. The Investor by the Investor's acceptance of the Registrable
Securities agrees to cooperate with the Conpany as reasonably requested by
t he Conpany in connection with the preparation and filing of the
Regi stration Statenment hereunder, unless the Investor has notified the
Conpany in witing of the Investor's election to exclude all of the
Investor's Registrable Securities fromthe Registration Statenent.

c. The Investor agrees that, upon receipt of any notice fromthe Conpany
of the happening of any event of the kind described in Section 3(d) or
3(e), the Investor will imediately discontinue disposition of Registrable
Securities pursuant to the Registration Statement covering such Registrable
Securities wuntil the Investor's receipt of the copies of the supplenented
or anended prospectus contenplated by Section 3(d) or 3(e) and, if so
directed by the Conpany, the Investor shall deliver to the Conpany (at the
expense of the Conpany) or destroy (and deliver to the Conpany a
certificate of destruction) all copies in the Investor's possession, of the
prospectus covering such Registrable Securities current at the tine of
recei pt of such notice.

d. The Investor nmay not participate in any underwitten
registration hereunder wunless the Investor (i) agrees to sell t he
Investor's Registrable Securities on the basis provided in any underwiting
arrangenents, (ii) conpletes and executes all questionnaires, powers of
attorney, indemities, underwiting agreenents and ot her docunent s
reasonably required under the terms of such underwiting arrangenents
(provided that all such agreenents and docunments shall be in substantially
the sanme form as those executed by the Conpany and the other selling
st ockhol ders participating in such distribution), and (iii) agrees to pay
its pro rata share of all underwiting discounts and conmi ssions.

e. The Investor shall give notice to the Conpany when it has
sold all of the Registrable Securities.

5. EXPENSES OF REGQ STRATI ON.

Al reasonable expenses, other than wunderwiting discounts and

commi ssions, incurred in connection wth registrations, filings or
qualifications pursuant to Sections 2 and 3, including, without limtation,
all registration, listing and qualifications fees, printers and accounting

fees, the fees and di sbursenents of counsel for the Conpany, shall be borne
by the Conpany. Notwi t hst andi ng the foregoing, the Investor shall be
responsible for all expenses, fees and disbursements incurred by such
Investor or on such Investor's behalf, including all fees and disbursenments
of counsel to the Investor.

6. | NDEMNI FI CATI ON.

In the event any Registrable Securities are included in a Registration
St at ement under this Agreement:

a. To the extent pernmitted by law, the Conmpany will indemify, hold



harm ess and defend (i) the Investor who hol ds such Registrable Securities,
and (ii) the directors, officers and each person who controls the Investor
wi thin the neaning of the 1933 Act or the Securities Exchange Act of 1934,
as anended (the "1934 Act"), if any, (each, an "Indemified Person"),
against any |osses, clains, danages, liabilities or expenses (joint or
several) (collectively, "Cains") to which any of them may becone subject
insofar as such dains (or actions or proceedi ngs, whether conmmenced or
threatened, in respect thereof) arise out of or are based wupon: (i) any
untrue statement or alleged untrue statenent of a material fact in a
Regi stration Statenent or the om ssion or alleged omssion to state a
material fact therein required to be stated or necessary to make the
statenents therein not msleading, (ii) any untrue statement or alleged
untrue statenent of a material fact contained in any prelimnary prospectus
if used prior to the effective date of such Registration Statement, or
contained in the final prospectus (as anmended or supplenented, if the
Conpany files any anendnent thereof or supplenent thereto with the SEC) or
the omssion or alleged omssionto state therein any naterial fact
necessary to neke the statements mnmade therein, in [light of t he
circunstances under which the statenents therein were nade, not mi sl eading,
or (iii) any violation or alleged violation by the Conpany of the 1933 Act,
the 1934 Act, any other law, including, without limtation, any state
securities law, or any rule or regulation thereunder relating to the offer
or sale of the Registrable Securities pursuant to a Registration Statenent
(the matters in the foregoing clauses (i) through (iii) bei ng,
collectively, "Violations"). Subject to the restrictions set forth in
Section 6(d) with respect to the nunber of |egal counsel, the Conpany shall
rei nburse the Investor or controlling person, pronptly as such expenses are
incurred and are due and payable, for any legal fees or other reasonable
expenses incurred by themin connection with investigating or defending any
such Caim Notwi thstanding anything to the contrary contained herein, the
indemification agreenent contained in this Section 6(a): (i) shall not
apply to a Claimarising out of or based upon a Violation which occurs in
reliance wupon and in conformty with infornmation furnished in witing to
the Conpany by any Indemified Person expressly for use in connection with
the preparation of the Registration Statement or any such anmendnent thereof
or supplenment thereto, if such prospectus was tinmely nade avail able by the
Conpany pursuant to Section 3(c) hereof; (ii) wth respect to any
prelimnary prospectus, shall not inure to the benefit of any such person
from whom the person asserting any such O aimpurchased the Registrable
Securities that are the subject thereof (or to the benefit of any person
controlling such person) if the untrue statement or omission of nmaterial
fact contained in the prelimnary prospectus was corrected in t he
prospectus, as then anended or supplenmented, if such prospectus was tinely
made avail able by the Conpany pursuant to Section 3(c) hereof; (iii) shall
not be available to the extent such Caimis based on a failure of the
Investor to deliver or to cause to be delivered the prospectus nade
available by the Conpany; and (iv) shall not apply to anounts paid in
settlenent of any Caimif such settlenent is effected without the prior
witten consent of the Conpany, which consent shall not be unreasonably

wi t hhel d. Such indemity shall remain in full force and effect regardl ess
of any investigation made by or on behalf of the Indemified Person and
shall survive the transfer of the Registrable Securities by the Investor

pursuant to Section 9.

b. In connection with any Registration Statenment in which the Investor is
participating, the Investor agrees to indemify, hold harm ess and defend,
to the sane extent and in the same nanner set forth in Section 6(a), the
Conpany, each of its directors, each of its officers who signs the
Regi stration Statenent, each person, if any, who controls the Conpany
within the neaning of the 1933 Act or the 1934 Act, any underwiter and any
ot her stockhol der selling securities pursuant to the Registration Statenent
or any of its directors or officers or any person who controls such
st ockhol der or underwiter within the nmeaning of the 1933 Act or the 1934
Act (collectively and together with an indemified Person, an "Indemified
Party"), against any daimto which any of them nay beconme subject, under
the 1933 Act, the 1934 Act or otherwi se, insofar as such Caimarises out
of or is based upon any Violation, in each case to the extent (and only to
the extent) that such violation occurs in reliance upon and in confornity
with witten information furnished to the Conpany by the Investor expressly
for use in connection with such Registration Statement or to the extent
such Caimis based upon any violation or alleged violation by the Investor
of the 1933 Act, 1934 Act or any other law, and the Investor will reinburse
any legal or other expenses reasonably incurred by themin connection with
investigating or defending any such Caim provided, however, that the

indemity agreenent contained in this Section 6(b) shall not apply to
amounts paid in settlement of any aimif such settlement is effected
wi thout the prior witten consent of the Investor, which consent shall not

be unreasonably withheld; provided, further, however, that the Investor
shall be liable under this Section 6(b) for only that anbunt of a daim as
does not exceed the net proceeds to the Investor as a result of the sale of
Regi strable Securities pursuant to such Registration Statenent. Such
indemmity shall remain in full force and effect regardless of any
investigation nmade by or on behalf of such Indemified Party and shall
survive the transfer of the Registrable Securities by the Investor pursuant



to Section 9. Notwi thstanding anything to the contrary contained herein
the indemification agreenent contained in this Section 6(b) with respect
to any prelimnary prospectus shall not inure to the benefit of any
Indermified Party if the untrue statement or onmission of material fact
contained in the prelimnary prospectus was corrected on a tinmely basis in
the prospectus, as then anended or suppl ement ed

c. The Conpany shall be entitled to receive indemities from
underwiters, selling brokers, dealer managers and simlar securities
industry professionals participating in any distribution, to the sanme
extent as provided above, with respect to information such persons so
furnished in witing by such persons expressly for inclusion in the
Regi stration Statenent.

d. Promptly after receipt by an Indemified Person or Indemified Party
under this Section 6 of notice of the commencenent of any action (including
any governnental action), such Indemified Person or Indemified Party
shall, if a Claimin respect thereof is to nade agai nst any indemifying
party under this Section 6, deliver to the indemifying party a witten
notice of the comencenent thereof, and the indemifying party shall have
the right to participate in, and, to the extent the indemifying party so
desires, jointly with any other indemifying party simlarly noticed, to
assune control of the defense thereof with counsel nutually satisfactory to
the indemifying party and the |Indemified Person or the Indemified Party
as the case may be; provided, however, that an Indemified Person or
Indemmified Party shall have the right to retain its own counsel wth the
fees and expenses to be paid by the indemifying party, if, in the
reasonabl e opinion of counsel retained by the indemifying party, the
representation by such counsel of the Indemified Person or [|ndemified
Party and the indemifying party would be inappropriate due to actual or

pot enti al differing interests between such Indemified Per son or
Indemmified Party and any other party represented by such counsel in such
pr oceedi ng. The failure to deliver witten notice to the indemifying

party within a reasonable time of the commrencenent of any such action shal
not relieve such indemifying party of any liability to the |ndemified
Person or Indemified Party under this Section 6, except to the extent that
the indemifying party is prejudiced inits ability to defend such action
The indemification required by this Section 6 shall be made by periodic
paynents of the anmount thereof during the course of the investigation or
defense, as such expense, |oss, damage or liability is incurred and is due
and payabl e.

7. CONTRI BUTI ON

To the extent any indemification by an indemifying party is
prohibited or limted by law, the indemifying party agrees to make the
maxi mum contribution wth respect to any anounts for which it would
ot herwi se be liable under Section 6 to the fullest extent permtted by |aw
provi ded, however, that (i) no contribution shall be made  under
ci rcunst ances wher e the maker would not have been liable for
i ndemmi fi cation under the fault standards set forth in Section 6, (ii) no
seller of Registrable Securities guilty of fraudulent msrepresentation
(within the nmeaning of Section 11(f) of the 1933 Act) shall be entitled to
contribution fromany seller of Registrable Securities who was not guilty
of such fraudul ent nisrepresentation, and (iii) contribution by any seller
of Registrable Securities shall be limted in amount to the net ambunt of
proceeds received by such seller from the sale of such Registrable
Securities.

8. REPORTS UNDER THE 1934 ACT

Wth a viewto naking available to the Investor the benefits of Rule
144 promul gated under the 1933 Act or any other simlar rule or regulation
of the SEC that nay at any tine permt the Investor to sell securities of
the Conpany to the public without registration ("Rule 144"), the Conpany
agrees to:

a. make and keep public information available, as those terns are
under st ood and defined in Rule 144

b. file with the SECin a tinmely manner all reports and ot her documents
required of the Conpany under the 1933 Act and the 1934 Act so long as the
Conpany remains subject to such requirenents (it being understood that
nothing herein shall linmt the Conpany's obligations under Section 4(c) of
the Securities Purchase Agreement) and the filing of such reports and other
docunents is required for the applicable provisions of Rule 144; and

C. furnish to the Investor so long as the Investor owns Registrable
Securities, pronptly upon request, (i) a witten statenent by the Conpany
that it has conplied with the reporting requirenents of Rule 144, the 1933
Act and the 1934 Act, (ii) a copy of the nost recent annual or quarterly
report of the Conmpany and such other reports and documents so filed by the
Conpany, and (iii) such other information as nay be reasonably requested to
permit the investors to sell such securities pursuant to Rule 144 without



regi stration
9. ASS| GNMENT OF REG STRATI ON RI GHTS,

The rights to have the Conpany register Registrable Securities
pursuant to this Agreement shall be autonmatically assignable by the
Investors to any transferee of all or any portion of Registrable Securities
if: (i) the Investor agrees in witing with the transferee or assignee to
assign such rights, and a copy of such agreenment is furnished to the
Conpany pronptly after such assignnent, (ii) the Conpany is, pronptly after
such transfer or assignment, furnished with witten notice of (a) the nane
and address of such transferee or assignee, and (b) the securities wth
respect to which such registration rights are being transferred or
assigned, (iii) immediately follow ng such transfer or assignnent the
further disposition of such securities by the transferee or assignee is
restricted under the 1933 Act and applicable state securities laws, (iv) at
or before the tine the Conpany receives the witten notice contenpl ated by
clause (ii) of this sentence the transferee or assignee agrees in witing
with the Conpany to be bound by all of the provisions contained herein, and
(v) such transfer shall have been nmade in accordance with the applicable
requirenents of the Securities Purchase Agreenent, and applicable [aw,
including federal and state securities |aws.

10. AMENDMVENT OF REG STRATI ON RI GHTS,

Provi sions of this Agreenent may be amended and the observance thereof
may be waived (either generally or in a particular instance and either
retroactively or prospectively), only with the witten consent of the
Conpany and the Investor. Any anendnent or waiver effected in accordance
with this Section 10 shall be binding upon the Investor and the Conpany

11. M SCELLANEQUS.

a. A person or entity is deemed to be a holder of Registrable Securities
whenever such person or entity owns of record such Registrable Securities
If the Conpany receives conflicting instructions, notices or elections from
two or nore persons or entities with respect to the same Registrable
Securities, the Conpany shall act upon the basis of instructions, notice or
el ection received fromthe regi stered owner of such Registrable Securities

b. Any notices required or pernmitted to be given under the terns of this

Agreenment shall be sent by registered or certified mail, return receipt
requested, or delivered personally or by courier and shall be effective
five days after being placed in the nail, if mailed, or upon receipt, if

delivered personally or by courier, in each case addressed to a party. The
addresses for such comunications shall be as set forth in the Securities
Purchase Agreenent or, in respect of any party, at such other address of

whi ch such party shall notify the other parties in witing.

c. Failure of any party to exercise any right or renedy under this
Agreenment or otherw se, or delay by a party in exercising such right or
remedy, shall not operate as a waiver thereof

d. This Agreenent shall be enforced, governed by and construed in
accordance with the laws of the State of Florida applicable to agreenents
made and to be performed entirely within such State. In the event that any
provision of this Agreenent is invalid or unenforceabl e under any
applicable statute or rule of law, then such provision shall be deened
inoperative to the extent that it may conflict therewith and shall be
deened nodified to conformwi th such statute or rule of Iaw. Any provision
hereof which nmay prove invalid or unenforceabl e under any |aw shall not
affect the validity or enforceability of any other provision hereof

e. This Agreerment and the Securities Purchase Agreenent constitute the
entire agreement anobng the parties hereto with respect to the subject
matter hereof and thereof. There are no restrictions, prom ses, warranties
or undertakings, other than those set forth or referred to herein and
therein. This Agreenment and the Securities Purchase Agreenent supersede
all prior agreenents and understandings anong the parties hereto wth
respect to the subject matter hereof and thereof

f. Subject to the requirenents of Section 9 hereof, this Agreement shal
inure to the benefit of and be binding upon the successors and assigns of
each of the parties hereto

The headings in this Agreenent are for convenience of reference only
and shall not limt or otherw se affect the neani ng hereof

h. This Agreenent nmy be executed in two or nore identica
counterparts, each of which shall be deened an original but all of which
shall constitute one and the sanme agreenent. This Agreenent, once executed
by a party, nmay be delivered to the other party hereto by facsinile
transm ssion of a copy of this Agreenent bearing the signature of the party
so delivering this Agreenent



i Each party shall do and perform or cause to be done and
performed, all such further acts and things, and shall execute and deliver
all such other agreenments, certificates, instruments and docunments, as the
other party nmay reasonably request in order to carry out the intent and
acconplish the purposes of this Agreenent and the consummation of the
transacti ons contenpl at ed hereby.
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IN WTNESS WHEREOF, the parties have caused this Registration Rights
Agreenment to be duly executed as of day and year first above witten.

" Conmpany"

GALAXY NUTRI TI ONAL FOCDS, | NC.

By: /s/ Christopher J. New

Chri stopher J. New
Chi ef Executive Oficer

" Buyer"

/'s/ David Lipka

Davi d Li pka
Filename: ex1022-603.txt
Type: EX-10.22
Comment/Description: Master Distribution and

License Agreement

(this header is not part of the document)

MASTER DI STRI BUTI ON AND LI CENSE AGREEMENT

This Agreenment is effective as of May 22, 2003,
by and between

Gal axy Nutritional Foods, Inc., a corporation organi zed and existing under
the laws of Delaware having its office at 2441 Viscount Row, Olando FL,
32809, U.S. A (hereinafter "Galaxy") and Fromageries Bel S. A a corporation
organi zed and existing under the |laws of France having its main office at
16, Boul evard Mal esherbes 75008, Paris, France (hereinafter "BEL"),

Wiereas al axy has devel oped a range of healthy cheese and dairy related
and dairy alternative products and is the exclusive owner of certain
property rights, Know how (as hereinafter defined) and technol ogy, relating
to the manufacture, marketing and sale of these products and has the right
to grant license and distribution rights therefor.

Wer eas BEL has devel oped an international range of cheese and other dairy
products and desires to obtain an exclusive |license from Gal axy (i) to
distribute and sell the Products (as hereinafter defined) in the Territory
(as hereinafter defined) and (ii) to manufacture the Products for sale in
the Territory upon the exercise of an option to so nmanufacture.

Wiereas alaxy has agreed to grant BEL the |license for the use of certain
rel ated confidential information, Know how and technology, all for wuse in
the sale, distribution and manufacturing of the Products in the Territory
under and subject to the terms contained herein.

Wiereas Galaxy is willing to supply the Products to BEL and BEL is willing
to purchase the Products from Galaxy to the extent BEL is not manufacturing
such Products itself under the Manufacturing and Li cense Agreenent.



Wiereas Galaxy is willing to appoint BEL its exclusive distributor of the
Products in the Territory (as hereinafter defined) and BEL desires to
market, distribute and sell directly or indirectly the Products in the
Territory.

Wiereas Galaxy desires to grant to BEL and BEL desires to accept from
Galaxy an option to manufacture sone or all of the Products for
distribution and sale in the Territory under the Manufacturing and License
Agr eement .

Now, therefore, in consideration of prem ses herein contained, and such
other valuable consideration, the receipt and sufficiency of which is
acknowl edged by the parties, the parties hereto agree as follows:

1. DEFINTIONS

As used in this Agreenent, the following terns shall have the follow ng
respective neani ngs:

1. 1Products

The term "Products"” nmeans all of Galaxy's healthy cheese and dairy-rel ated
and dairy alternative food products. A full listing of Galaxy's current
Products is provided in Exhibit 1 of this Agreenent. The Products will also
include some or all of the healthy cheese and dairy-related and dairy
al ternative food products devel oped by Gal axy after the execution of this
Agreenment, including any products, if any, specifically developed or
adapted for BEL, as nutually agreed by the parties. The parties acknow edge
and agree that the Utra Snoothie products nmade with Tropi cana juices, and
other products made by Gal axy under |icenses of any third party shall not
be included in Products. Galaxy reserves the right to change or nodify any
of the Products, and to discontinue the manufacturing of any Product any
time BEL is not ordering on the basis of the M ninum Production Quantities
from Gal axy as discussed in Exhibit 4 of this Agreenent.

1.2. Tr adenar ks

The term "Trademarks" neans the trademarks, brands nanes, service narks,
trade names, trade dress and logos and all registrations related thereto
owned by BEL under which the Products shall be nmarketed and distributed.

Gal axy's logo "Galaxy Nutritional Foods Smart Choi ce Cheese Product” (the
"Logo"), which represents the concept of "smart choice technology,"” is to
be used on a principal display panel for all Products sold pursuant to this
Agreenment. This Logo shall also be used and displayed on each and every
package of the Products according to the schene set forth in Exhibit 2
attached hereto.

1. 3. Territory

The term"Territory" neans

(i) European Union states consisting of Austria, Belgium Denmark,
Finland, France, Germany, Geece, Ireland, Italy, Luxenbourg, the

Net her| ands, Portugal, Spain, Sweden, and the United Ki ngdom

(ii)Oher European countries consisting of Albania, Belarus, Bosnia-
Her zegovina, Bulgaria, Croatia, Republic of Cyprus, Czech Republic,
Estonia, Hungary, l|celand, Latvia, Liechtenstein, Lithuania, Mcedoni a,
Malta, Slovenia, Swtzerland, Turkey, Ukraine, Yugoslavia, and Norway; and

(iii) Mcrostates and territories consisting of Andorra, Mnaco, San
Marino, Vatican, and Channel |slands CGB,

and any such additional countries as nay be agreed upon by both parties
from time to time, upon request of BEL. BEL will be invited to propose
additional territorial rights, which proposal may be granted in Galaxy's
reasonabl e di scretion, however; at this time, Galaxy is not granting to BEL
a right of first refusal to sell Products in any country, state or
territory outside the territories noted in items (i), (ii) and (iii) above.

1.4. Affiliate

The term"Affiliate: of, or a Person "Affiliated" with, a specified Person,
is a Person that directly, or indirectly through one or nore
intermediaries, controls, or is controlled by, or is under comon control
with, the Person specified. For the purpose of this definition, "control"
of a Person shall nean the possession, directly or indirectly, of the power
to direct or cause the direction of its managenent or policies, whether
through the ownership of voting securities, by contract or otherw se. For
purposes of this definition, direct or indirect control of at least fifty
(50% of the voting stock or other ownership interest of a Person or direct
or indirect power to direct or cause nanagenent to elect or appoint at
least fifty percent (50% of the menbers of the corporate governing bodies
shal | conclusively establish control. For purposes of this definition, the
term"Person" shall mean any individual, sole proprietorship, partnership,
limted liability conpany, j oi nt venture, trust, uni ncor por at ed
organi zati on, associ ation, corporation, institution, public benefit



corporation, entity or governnent (whether federal, state, county, city,
muni ci pal or otherw se, including, without limtation, any instrumentality,
di vi si on, agency, body or departnent thereof)..

1.5. Pat ent s
The term "Patents and patent applications" nmeans the patents, pat ent
appl i cati ons, patent disclosures and inventions and all registrations

rel ated thereto now or hereinafter owned by Gal axy or BEL relating to the
Products sold in the Territory.

1.6. Know How

The term "Know how' nmeans all secret and confidential data and all
technical and manufacturing infornation, know edge research, studies,
devel opnent, process, formulae, technol ogy, fornulations, sourcing of raw
materials, manufacturing information, quality insurance specifications, and
generally all intellectual and industrial property rights, including patent
applications and patents, the rights to which are owned by Gal axy, relating
to the registration, manufacturing, packaging, and sale of the Products and
all related docunentation.

2. GRANT OF RIGHTS

Gal axy hereby grants to BEL, subject to the terns and conditions of this

Agreement, the exclusive right and license, with full right to grant
sublicenses to BEL's Affiliates, to use the KnowHow and to narket,
pronote, distribute and sell the Products throughout the Territory.

Further, Galaxy hereby grants to BEL the right to appoint one or nore sub-
distributors of the Products within the Territory, provided that such
persons or entities are disclosed to Galaxy in witing in advance.

This license does not authorize BEL to, and BEL shall not, directly or
indirectly, export to or to distribute or sell the Products in any part of
the world other than the Territory, unless specifically authorized by
Galaxy in witing.

During the term of this Agreenment, BEL and its Affiliates shall not
distribute, market, sell or manufacture any Products in the same categories
as the Products, except to the extent BEL is already manufacturing,
distributing, marketing or selling such Products.

During the termof this Agreenent, Galaxy shall not negotiate or take any
other steps towards the grant or the promise to grant any right to anyone
other than BEL through letter of intent, option agreenent or agreenent
concerning, wthin the Territory, (i) the distribution, selling or
manuf acture of the Products or (ii) the use of the Know How.

3. APPO NTMENT OF DI STRI BUTOR

3.1. Gal axy hereby appoints BEL and BEL hereby accepts such appoi ntnment as
Gal axy's sol e and exclusive distributor of the Products in the Territory.
This sole and exclusive appoi ntnent neans that Gal axy shall appoint no
other distributor or representative of the Products within the Territory
and that Galaxy shall not sell the Products directly into the Territory or
to anyone Galaxy reaonably believes will sell the Products into the
Territory.

3.2.BEL and its Affiliates shall use best efforts to pronote, narket,
distribute and sell the Products in the Territory, either directly, or
through its Affiliates, or with respect to countries where no BEL Affiliate
exi sts, through third party distributors, which third party distributors
are reasonably acceptable to Gal axy.

3.3.BEL shall use its best efforts to ensure that each of its Affiliates
and distributors that pronotes, narkets, distributes and sells the Products
in the Territories shall conply with those duties, obligations and

warranties stated in this Agreement applicable to BEL.

3.4.BEL shall wuse its best efforts to ensure that any agreement between
BEL and BEL's Affiliates, and/or distributors in connection wth the
pronotion, marketing, distribution and sale of Products in the Territories,
shall be fully consistent with the terms of this Agreenent.

3.5.Nothing in this Agreenent shall be construed as giving BEL and its
Affiliates, any right to use the Know how or any other information and
data received hereunder for purposes other than those of devel oping,
marketing, distributing, pronpoting and selling the Products in the
Territory except to the extent otherw se provided in Section 5 hereof.

3.6.BEL may communicate to its customers informati on conmbnly requested on

Product specifications and formulae / ingredient list to the extent
required by applicable |aw, agreenents to which BEL or its Affiliates are
obligated or industry custons; provided in all instances that BEL fully

conplies with the confidentiality obligations in Section 17.3.



3.7.Subject to Section 9.2 hereof, Galaxy shall sell to BEL, and BEL shall
purchase and accept only from Gal axy, at the prices and upon the terns and
conditions provided in this Agreenment, such anount of the Products as BEL
may request fromtine to tine.

3.8.CGalaxy agrees not to sell, authorize or appoint others to sell the
Products in the Territory by any neans (including, but not linmted to, by
el ectronic commerce via the Internet) and agrees not to know ngly sell any
of the Products, directly or indirectly, to anyone other than to BEL or its
Affiliates or distributors for delivery or resale within the Territory,
including any sales to anyone outside the Territory for delivery or resale
within the Territory (including, but not limted to, electronic conrerce
via the Internet). Notwi thstanding the foregoing, Galaxy shall be pernitted
to sell toits existing distributors within the Territory until such tine
as those distributors may be transitioned to BEL through the nmutual efforts
of Gal axy and BEL.

3.9.CGalaxy agrees to inmmediately notify BEL if any of the Products require
special or other licenses to export and to update such information pronptly
upon changes, additions or deletions to such requirenents.

3. 10. BEL agrees to imediately notify Galaxy if any of the Products
being sold by BEL require special |abelling for lawful and safe use, sale
and consunption within the pertinent country or countries of the Territory
where the Product will be shipped, sold, used or consumed and to update
such information upon changes, additions or deletions to such requirenents.

4. TERM

This Agreenment shall beconme effective on the date first witten above and
shall remain in effect for a period of ten (10) years (the "Initial Ternl),
provi ded that neither party has given the other party witten notice of its
intent to terminate this Agreenent pursuant to Sections 5 or 17 of this
Agreement ("Termination Notice"). Subsequent to the expiration of the
Initial Term this Agreenent shall be renewed autonmtically for successive
renewal ternms of three (3) years each, which renewal will termnate in the
event either party provides the other party with a Term nation Notice.

5. MANUFACTURI NG LI CENSE RI GHTS

Gal axy hereby grants to BEL an exclusive option upon the exercise of which
from time to time by BEL, BEL, in addition to its rights to pronote,
market, distribute and sell the Products in the Territory pursuant to this
Agreenment, shall be permitted to also manufacture one or nore of the
Products as BEL may designate for pronotion, marketing, distribution and/or
sale in the Territory, including Products inprovenents conceived, proposed
or devel oped by Gal axy. Said option shall be exclusive to BEL and nmay be
exercised by BEL an unlimted nunber of tines at any tine and fromtinme to
time during the Initial Termand any subsequent renewal terns with respect
to any or all of the Products. Notwithstanding anything stated herein to
the contrary and as an exception to the termof the option stated herein
and as an exception to the Initial Term wthin sixty (60) days of the
fourth anniversary of this Agreenent, the parties shall elect, by each
notifying the other in witing of its selection, in its reasonable
di scretion, to proceed in one of the followi ng manners:

(i) the parties may nutually agree to continue operating under the
terms of this Agreement, including retaining BEL's option to nmanufacture
certain or all of the Products fromtime to time; provided that at that
tinme the parties develop and comit to certain performance netrics (the
"Performance Metrics") developed in good faith and in accordance wth an
analysis by the parties of the relevant markets, to be wupdated by the
parties annually, with respect to any Products Gal axy manufactures for BEL
to distribute in the Territory, the failure of which to attain will permt
either party to termnate this Agreenent but not BEL's option to
manufacture set forth above (such Perfornmance Metrics to be devel oped by
the Designee (as defined in section 5) in the event the parties are unable
to agree);

(ii) the parties may nutually agree to termnate this Agreenent in
accordance with the provisions of Section 17.1.1 bel ow,

(iii) the parties may nmutually agree to convert this Agreement into the
Manuf acturing and License Agreement (defined below) with a corresponding
exercise by BEL of its option to nmanufacture whatever Products BEL
desi gnat es; provided that <conversion of this Agr eenment into t he
Manufacturing and License Agreenment shall not foreclose BEL's ability to
designate in the future other Products it desires to manufacture; or

(iv) either BEL or Galaxy nmay elect to terminate this Agreenent in the
event that either party in its sole discretion is not satisfied with the
performance of the other party or with the anpbunt of sales or incone from



the sales of the Products hereunder; provided, however, that if Galaxy
elects to terminate this Agreenent, BEL shall be given the opportunity to
first exercise its option to designate which Products, if any, it w shes to
manuf acture and distribute itself and if BEL elects to nanufacture any of
the Products at this tine it will enter into the Manufacturing and License
Agreement with Galaxy and shall have no further ability to designate other
Products in the future to so manufacture beyond those designated pursuant
to this clause (iv).

Furthernore, in addition to BEL's ability to exercise the option from tine
to time during the termof this Agreenent or at the fourth anniversary of
this Agreenent as provided above, upon a change of control of Galaxy,
notice of which shall be given by Galaxy to BEL within one (1) nonth of
such change, BEL nmy exercise its option right and this Agreenent wll
automatically convert into and be controlled and governed by the terns of
the Manufacturing and License Agreenent.

In the event that either party elects to terminate this Agreenent by so
selecting to terminate wunder item(ii), (iii), or (iv) above, such
termnation shall be effective one year fromthe date notice of such
termnation is provided to the other party.

If BEL exercises such option to manufacture or have manufactured all or
sonme of the Products, Galaxy shall within sixty (60) days of the exercise
of such option, communicate and grant to BEL the right to use the Know How
to manufacture the Products for sale and distribution in the Territory for
which the option is exercised, in conformty with the specifications and

the technical docunentation communicated by Galaxy to BEL. The
Manuf acturing and License Agreenent will provide that Galaxy will undertake
to inform BEL about any change or nodification of the Know How. I'n

addition, during the termof the Manufacturing and License Agreenent,
Gal axy shall disclose to BEL any nodifications or inprovements to the Know
How made by Gal axy, nanely to allow conpliance with |local regul ations. In
addition, Galaxy wll agree to reasonably accept any recommended changes
BEL recommends to the Know How.

The ternms and conditions which shall govern such |icense of manufacturing
shall be set forth in a nanufacturing and |icense agreenent which the
parties hereto will undertake to negotiate in good faith during the period
between the execution of this Agreement and the exercise of the option
described in this Section 5 (the "Manufacturing and License Agreenent"). If
BEL exercises such option with respect to some or all of the Products, and
enters into the Manufacturing and License Agreement with Galaxy, this
Agreement shall terminate. Notw thstanding this term nation, however, it
i s understood and expressly acknow edged by the parties that BEL's exercise
of its option to manufacture sone or all of the Products shall not preclude
BEL's continued right to distribute those Products that BEL does not el ect
to manufacture in a manner consistent with BEL's performance under and the
terms and conditions of this Agreenent to the date of such el ection.

Subsequent to BEL's exercise of its option to manufacture any of the
Products, and in lieu of the applicable M nimmProduction Cbligation for
such Product or Products and associ ated paynents therefor, BEL shall pay to
Galaxy a royalty of three to five percent (3%to 5% (the "Royalty Rate")
of the Aggregate Net Sales (as hereinafter defined) by BEL of the Products
manufactured by BEL for distribution and sale in the Territory; provided
that aggregate annual royalties paid by BEL to Galaxy shall, in no event,
be l ess than certain mnimmroyalties (the "Annual M ni num Royalty"). The
Annual M ninum Royalty shall be allocated anong each of the countries,
states or territories in the Territory (the "Per Country Allocation"). The
Royal ty Rate applicable to each Product, the Annual M ninmum Royalty and the
Per Country Allocations shall be set forth in the Manufacturing and License
Agreenment or schedules thereto. The schedules to the Manufacturing and
Li cense Agreenent may or nmay not be subject to revision on an annual basis
by the parties as provided by the terns of the Manufacturing and License
Agr eement .

To the exent BEL has failed, by an anniversary of this Agreenent (a
"Royalty Payment Date"), to neke royalty paynents to Galaxy in an aggregate
amount for the applicable year equal to or in excess of the Annual M ni mum
Royal ty, BEL shall make a paynment to Galaxy within 30 days of the Royalty
Paynment Date (the "Late Paynent Date") in an anmount equal to the difference
bet ween the Annual M ninmum Royalty and the aggregate royalty paynents nmade
by BEL to Galaxy for that year (the "M ninum Royalty Shortfall"). If BEL
fails to pay to Galaxy the Mninmum Royalty Shortfall, if due, by the Late
Payment Date, BEL shall provide notice to Galaxy of which of the Per
Country Allocations BEL has paid and, with respect to those countries,
states or territories represented by unpaid Per Country Allocations, at
Gal axy's reasonable discretion, BEL may lose its exclusive right to use,
mar ket and distribute the Product(s) in the countries, states or
territories represented by such unpaid Per Country Allocations and thereby
have such distribution rights on a non-exclusive basis and Galaxy shall
have the rights with respect to such countries, states or territories to
appoi nt another distributor or representative and to sell direct. BEL shall



lose such exclusive rights after receiving three nonths notice via
registered mail from Galaxy indicating Galaxy's exercise of its discretion
to have BEL surrender such exclusive rights. BEL shall retain its exclusive
distribution rights with respect to those countries, states and territories
for which it has conplied with such Per Country Allocations.

BEL shall nake witten reports to Galaxy within sixty (60) days after the
last day of each cal endar year. The reports shall state (i) a description
and calculation of the total aggregate sales, which shall include any and
all income, receipts, revenues or other consideration from the sale,
exchange or transfer of Products manufactured by BEL ("Aggregate Sales"),
less any discounts, returns, rebates, sales tax, excise tax, value added

tax, freight, insurance or other out-of-pocket expenses of Products paid
fromor to be paid from Aggregate Sales of Products ("Aggregate Net Sal es")
sold in the preceding year in the Territory, and (ii) all royalties

accrued, for the past year. Wthin fifteen (15) days of BEL's providing
such report to Galaxy, BEL shall remt to Galaxy in US. dollars the
royal ti es due under the Manufacturing and License Agreenent at the Royalty
Rate on the Products included in such report. BEL shall keep sufficient
records of the sales of the Products to enable an independent «certified
accountant, designated by Gal axy and reasonably acceptable to BEL, to audit
BEL's records of such sales at any reasonable tine during normal business
hours. Any such audit shall be preceded by thirty (30) days witten notice
from Galaxy to BEL. Such audit shall be conducted at Gal axy's sol e expense
unl ess such audit reveals a discrepancy in favor of Galaxy of five per cent
(5% or nore in the G oss Royalty Payment due (without regard to offsets or
credits which may be clai med agai nst such sum), in which case the expense
of such audit shall be borne by BEL. The term "G oss Royalty Payment" neans
the Aggregate Net Sales nultiplied by the Royalty Rate. BEL shall w thhold
from such royalties and pay to the French tax authorities or any other
corresponding tax authority all wthholding taxes required by | aw
applicable to royalties payable to Gal axy. BEL shall retain the ability
to purchase Products from Gal axy for resal e whether or not BEL has el ected
to manufacture that particular Product itself and, to the extent BEL
distributes or sells Products in the Territory which were manufactured by
Gal axy instead of BEL, BEL's paynent to Gal axy for such products shall not
be governed by these royalty provisions but by the provisions set forth in
Section 9 hereof.

The royalty provisions provided above shall be set forth in t he
Manufacturing and License Agreenment and shall not be subject to change
except by the nutual agreement of the parties hereto.

The Manufacturing and License Agreement shall provide that the parties
shall provide each other with all reasonabl e cooperation which the other
party nmay request in connection with the performance of the Manufacturing
and License Agreenent, including but not linmted to the follow ng :

(i) assistance, including the sharing of testing and other records in
order to enable the Products to be manufactured, distributed, used
or sold in the Territory;

(ii)the provision of technical consultation (in-person, telephonic,

and witten, as requested during the termof the Manufacturing and
Li cense Agreenent) relating to the manufacture of the Products;

(iii) access to any inprovenents in or enhancenents to the Gal axy
Know How or which is devel oped or discovered by the parties during
the termof the Manuf acturing and Li cense Agreenent; and

(iv) establishnent of certain comercial relationships wth third

parties in certain countries, states and territories in the Territory
as my be deened by the parties to be desirable to nanufacture,
pronote, market, distribute and/or sell the Products in the
Territory.

Such cooperation will be acknow edged in the Manufacturing and License

Agreenment to constitute a significant portion of the consideration being
delivered by each of the parties under the Manufacturing and License
Agr eement .

The Manuf act uri ng and Li cense Agreenent will contain cust onary
representations and warranties, including representations and warranties
pertaining to Galaxy's ownership of the Know How and other intellectual
property rights concerning the manufacturing of the Products, as well the
lack of Galaxy's infringenent on the rights of others or the infringenment
of others upon the Know How. The Manufacturing and License Agreenent wll
also provide that Galaxy will take all necessary and appropriate neasures
to maintain and protect all portions of Galaxy's Know How, including
regi stration, renewal, preservation and enforcenent against any infringing
person.

The Manufacturing and License Agreement shall include a schedule of
Products which BEL has elected to manufacture. To the extent BEL is



permitted by the provisions of this Section 5 to make additional elections
from tinme to tine to manufacture additional Products, such schedule shall
be anended to add these additional Products upon BEL's providing of witten
notice to Galaxy notifying Galaxy that BEL is electing to add such products
to the schedul e.

The parties hereby expressly acknow edge their intent to negotiate in good
faith the terms of the Manufacturing and License Agreenent. In the event
that BEL and Gal axy cannot agree on a particular termor provision that is
required to appear in the Manufacturing and License Agreenent, then BEL and
Gal axy shall resolve such dispute by referring the matter to a neutral
third party (the "Designee"). Wthin three nonths of the execution of this
Agreenment, BEL and Gal axy shall mutually conpile and rank a list of three
candi dates from which such Designee may be selected. Upon the occurrence
of such a dispute, BEL and Gal axy shall contact the first person on such
list and negotiate with such person to retain themto settle such disputes
with all costs and fees incurred in connection with such retention to be
borne equally between BEL and Galaxy. |f the first person on such list is
not avail abl e for whatever reason, BEL and Gal axy shall refer the matter to
the second person on the list and, if such second person is not available
for whatever reason, to the third peron on the list. In the event that
none of the persons on the aforenentioned |ist reach agreenent to serve as
the Designee and the parties are unable to agree on another person, then
either party nmay comence proceedings under Section 17.10.2 of this
Agreenment. By accepting the position, the Designee explicitly recognizes
such Designee is subject to a duty of good faith and shall resolve the
issue or dispute in a manner consistent with the terns of this Agreenent.
Wthin 45 calendar days of being retained by the parties, such Designee
shall review and investigate the positions of BEL and Gal axy concerning the
issue or issues in dispute and inform BEL and Gal axy of his/her resolution
of the dispute and such resolution shall be conclusively binding upon BEL
and Galaxy and becone a part of the Mnufacturing and Distribution
Agreenment. The decision of the Designee shall be conclusive and shall be
bi nding on the parties; provided, however, that notw thstandi ng anything to
the contrary stated herein and notw thstanding the negotiations of the
parties or decisions of the Designee regarding the drafting of the
Manuf acturing and License Agreenment, the Manufacturing and Li cense
Agreement shall include and incorporate those terns and provisions set
forth in Sections 1, 2, 3 (with the exception of Section 3.7), 4, 6, 7,
12.4, 13.8, 14.4, 14.5, 15, 16 and 17 hereof as well as the terns set forth
in this Section 5 regarding the Manufacturing and Li cense Agreenent and, to
the extent Bel has not elected to manufacture sone of the Products but will
instead only continue to sell and distribute such Products, the rensining
provisions of this Agreenent. Notwi thstanding the foregoing, BEL shall
have the right to begin manufacturing Products imediately upon the
exercise of its option; and, until the Manufacturing and License Agreenent
is conpleted and executed by the parties, BEL's manufacturing and
distribution of the Products shall be governed by the terns of this
Agreenment which shall function and be construed for all purposes as the
Manufacturing and License Agreenment and the applicable Royalty Rate for
each Product shall be four percent (4%.

The parties acknow edge the difficulty of ascertaining the anount of
danmages to be incurred by BEL as aresult of the violation of the
provisions of this Section 5 by Gal axy and therefore agree that any breach
of this Section 5 by Galaxy shall require Galaxy to pay to BEL as
liquidated damages (and not as a penalty) an anmount calculated by
mul tiplying the highest historical Aggregate Net Sales during a calendar
year in the period of time comencing fromthe beginning of the Initial
Term and ending at the time of such breach by Gal axy of the Products in the
Territory by BEL by the nunber of years remaining in the initial termsince
the time of such breach by Gal axy.

6. PROMOTI ONAL NMATERI ALS AND MARKETI NG

6.1.BEL and its Affiliates or distributor in the Territory shall at all
times conply in all naterial respects with all legal requirenents in force,
relating to the storage, distribution, marketing and sale of the Products.

6. 2. BEL and its Affiliates or distributors shall pronote, mar ket ,
distribute and sell the Products in a manner consistent with the clains and
consuner statenent which shall be defined as part of the Annual Plan which
wi Il be nutually designed and devel oped by the parties.

6.3. Annual Plan : By January 1 of each year during the term of this
Agreenent, BEL shall develop and provide to Galaxy for its review an annual
busi ness and marketing plan (the "Annual Plan") for the Products and their
distribution containing in reasonable detail the following infornation:

(a) market data evol ution and consumer infornation

(b) sales objectives and the Perfornmance Metrics;



(c) actions on key elenments of the products m x;
(d) nejor marketing and sales activities prograns;
(e) Sales and Marketing budget; and

(f) such other information as may be required pursuant to other
sections of this Agr eenent .

Usi ng such Annual Plan, the strategy of the marketing of the Products shall
be nutual Iy desi gned between the two parties and executed by BEL.

6.4.BEL and its Affiliates or distributors shall pronote and distribute
the products according to the Products' profile and positioning in line
with the Annual Plan. BEL agrees to notify Galaxy within a reasonable tinme
of any mmjor factors, which have an effect on the marketing of the
Pr oduct s.

6.5.Galaxy shall immediately informBEL of any inquiries received by
Gal axy concerning the purchase of the Products for use in the Territory.

6. 6. BEL shall inmediately inform Galaxy of any inquiries received by
BEL concerning the

purchase of the Products for use outside the Territory.

7. TRADEMARKS

7.1.The Products shall be nmarketed, distributed, promoted and sold in the
Territory by BEL under BEL's Trademarks to be specified in the Annual Pl an
for each country, which Trademarks shall be the exclusive property of BEL.
The Logo shall be placed on each Product marketed, distributed, pronoted
and sold in the Territory by BEL, which Logo shall be the exclusive
property of Gal axy.

7.2. Gl axy acknow edges, recognizes and agrees that BEL, or its successors
or assigns, shall remain the owners of the Trademarks, that Gal axy shall
not, by virtue of this Agreement or otherw se, acquire any rights in
respect of the Trademarks in relation to the Products or/and the goodw ||
associ ated therewith and that all such rights and goodwi |l are, and shall
at all tines remain, vested in and inure to the benefit of BEL and its
successors and/or assigns. BEL and its Affiliates will not alter, obscure,
renmove, conceal or otherwise interfere with any marki ngs, nanes, |abels or
other indications of the source of origin of the Products which may be
pl aced by Gal axy on the Products. Positioning of these elenents on the
pack will be discussed and agreed between both parties. BEL acknow edges,
recogni zes and agrees that Galaxy, or its successors or assigns, shall
remain the owners of the Logo, that BEL shall not, by virtue of this
Agreenent or otherwi se, acquire any rights in respect of the Logo in
relation to the Products or/and the goodw || associated therewith and that
all such rights and goodwi Il are, and shall at all tines remain, vested in
and inure to the benefit of Galaxy and its successors and/or assigns.

7.3. Gl axy shall not on its behalf or on behalf of any other party, in any
country or jurisdiction, register or attenpt to register any of the
Trademarks or any other service nark, trademark, trade nane, word or synbol
which is confusingly sinmlar to any of the Tradenarks w thout BEL's prior
witten consent. BEL shall not on its behalf or on behalf of any other
party, in any country or jurisdiction, register or attenpt to register the
Logo or any other service mark, trademark, trade name, word or synbol which
is confusingly simlar to the Logo without Galaxy's prior witten consent.

7.4.Glaxy shall not be responsible for any paynment of damages to third
parties arising out of any action for infringement or alleged infringement
of such third party's trademark rights by the use of the Trademarks by BEL,
its Affiliates and/or distributors. BEL shall not be responsible for any
payment of dammges to third parties arising out of any action for
infringement or alleged infringenent of such third party's trademark rights
by the use of the Logo by Gal axy or BEL.

7.5.To the extent the Trademarks or Logo appear on packaging relating to
the Products, Galaxy shall cause the designation of "(R" or "(TM",
whi chever is appropriate, or such other customary synbol or |egend which
identifies correctly the status of the Tradenmarks and Logo to be pl aced
adj acent to such Trademarks and Logo in connection with each use or
di splay of the Trademarks and Logo on the Products.

7.6.Glaxy wll fully cooperate with BEL, at BEL's expense, in efforts to
mai ntain and enforce BEL's rights in the Trademarks; provided that, in the
event the threat to such maintenance and enforcenment is the responsibility
or fault of Galaxy then Gal axy shall pay expenses incurred in connection
with such naintenance and enforcenent efforts. Galaxy will not do or
permt to be done any action or thing which will in any way inpair BEL's



rights in and to the Trademarks. Galaxy will not contest or assist any
other party in contesting the validity of BEL's ownership of any of the
Trademarks. BEL will fully cooperate with Gal axy, at Gal axy's expense, in
efforts to maintain and enforce Galaxy's rights in the Logo; provided that,
in the event the threat to such maintenance and enforcement is the
responsibility or fault of BEL then BEL shall pay expenses incurred in
connection with such mai ntenance and enforcenent efforts. BEL will not do
or permt to be done any action or thing which will in any way inpair
Gal axy's rights in and to the Logo. BEL will not contest or assist any
other party in contesting the validity of Galaxy's ownership of the Logo.

SUPPLY OF THE PRODUCTS

8.1.Galaxy shall supply the Products directly to BEL and its Affiliates

and/or third party distributors, for resale in the Territory, manufactured
in accordance with the specifications to be defined together within the
Annual Plan and according to Gal axy's general business practices or, with
respect to new products devel oped by Gal axy for sale by BEL, in accordance
with specifications to which the parties shall nutually agree in good faith
and attach to this Agreenent as a supplenental exhibit.

8.2.Unless and until BEL exercises its option to manufacture the Products,

BEL and its Affiliates undertake to purchase all their requirenents of the
Products for resale in the Territory, exclusively from Gal axy under the
terms of its Agreenent. In the case of BEL manufacturing the products, BEL
will no longer have this obligation and will be free to buy basic new
material and packaging material on its own.

8.3.The Products wll be supplied by Galaxy to BEL and Affiliates packed

and | abel ed at BEL specifications as reasonably agreed with Gal axy.

PRI CE AND TERMS OF PAYMENT

9.1. The Products will be supplied by Galaxy to BEL at prices which will be

agreed in witing by the parties determned by reference to and in
accordance with the pricing fornula set forth on Exhibit 3. The price for
any Product may be revised annually and may vary by country. The purchase
prices shall be expressed in U S. dollars.

9.2.BEL shall purchase the Products fromGalaxy on the basis of the

M ni mum Production Quantities specified in the attached Exhibit 4. Galaxy
agrees to use its best efforts to provide sufficient supply of the Products
to fill all of BEL's orders that have been accepted by Gal axy in accordance
with the procedures set forth in Section 10 and 11 hereof.

9.3.BEL may resell the Products in the Territory at such prices as BEL nmay

10.

10.

10.

10.

in its sole discretion deternmine; provided that while BEL retains sole
discretion in its decisions regarding resale pricing, BEL will informand
di scuss with Gal axy such deci sions.

Al  paynent wll be nade by US dollars denoninated irrevocable
letters of credit froma bank reasonably acceptable to Galaxy. Letters
of credit may be drawn upon by Gal axy upon delivery of goods to commpn
carrier FOB US Port of shipment, provided that Gal axy provides proof of
such delivery or certifies that such delivery was made to the bank upon
which the letter of «credit is being drawn. Al fees incurred in
connection with the issuance of the letters of credit shall be paid by
Gal axy.

FORECASTS AND CRDERS

1. BEL and its Affiliates shall provide to Galaxy, within 10 days of
the beginning of each calendar year concerning a twelve nonth plus
extension for 1st Quarter of the next cal endar year, a non-binding forecast
of their requirements for the Products, for each country in the Territory
by quarter, such forecast to be updated quarterly when significant changes
occur.

2. BEL shall furnish to Galaxy, within 30 days of the beginning of
each quarter, a three nonth forecast, for the follow ng cal endar quarter
corresponding to its anticipated requirenments for the Product for each
country of the Territory.

3. BEL shall provide Galaxy with firm purchase orders for the
Products required at least sixty (60) days prior to the required
delivery date. Al orders shall be subject to witten confirmation by
Gal axy. Al'l  purchase orders submitted by BEL and accepted by Galaxy
for Products are and shall be subject to this Agreenent and shall be



deened to incorporate the terms and conditions of this Agreenent,
whet her or not so specified in such purchase orders. Gal axy's
acceptances of orders shall be evidenced by Galaxy signing and
returning the acknow edgnent copy of the order wthin tw (2) days
after receipt of the order, together with a pro-forma invoice for the

Product s covered by that order. Al  orders shall contain t he
information necessary for Galaxy to fulfill the order, whi ch
information shall include the foll ow ng:

(I) A reference to this Agreenment and BEL's purchase order
nunber ;

(I'l')A description and quantity of each of the Products
required;

(ren) The address to which Products are to be directed
and the address to which Galaxy's invoice is to be sent; and

(1'V) The requested delivery date.

Gal axy's General Terns and Conditions of Sale, as published fromtine
to time by Galaxy (the "Terns and Conditions"), shall apply to Galaxy's
sal e of Products to BEL under this Agreenent. The current effective
version of the Terms and Conditions is attached hereto as Exhibit 5. Were
in conflict, this Agreenment shall control over the Terns and Conditions.
Notwi t hst andi ng the foregoing, the terns and conditions of this Agreenent
shal | take precedence over and govern in the event of conflict between the
terms and conditions of this Agreenment, the ternms and conditions of any
ot her docunents and forns of the parties, including, without limitation,
BEL' s quotation request and purchase order forns, Galaxy's quotation form
and any confirmation, acknow edgnent or other simlar docunent. Any
provision or data in any order, any subordinate docunent such as shi ppi ng
rel eases, or any other docunent originated by either party, or contained in
any docunents or forns attached to or referenced in any of the above
docunents, which nodifies, supplenments or conflicts with the terms of this
Agreenment shall not be binding unless expressly agreed to in witing by the
parties that such witing supercedes this Agreenent.

10. 4Quantities of the Products to be shipped to BEL shall be confirned to
BEL within two (2) days after the receipt by Galaxy of a purchase order for
sane from BEL and shall be shipped to BEL within sixty (60) days after
recei pt by Galaxy of a purchase order for sane from BEL.

11. SHI PMENTS

11. 1. Gal axy shall cause all shipnments of the Products to be delivered
to BEL and its Affiliates or distributors (incoterms 2000) FOB, US port of
shipnent. Shipnents shall be invoiced at any tinme after delivery is nade.

11. 2. Shi pnents of the Products shall be deemed accepted by BEL upon
final release by BEL's quality control representatives at or before FOB,
point of shipnent. Final release shall be provided by BEL and its
Affiliates, wthin 30 days after tender of delivery of the Products
ordered, or BEL shall be deened to have given unqualified acceptance of
such Products and to have waived all of its clainms of any kind with respect
to said Products, except with respect to |latent defects. In case of
Products with [atent defects, BEL shall provide witten notice to Gal axy of
such defects within 30 (thirty) days of the date it discovered or wth
reasonabl e diligence should have di scovered such |atent defects.

11. 3. Any rejection of a shipnent or question as to the quality of the
Products delivered shall be supported by witten notification or
expl anation. In such case, and provi ded BEL denpbnstrates that said Products
have been properly handl ed and stored after tender of delivery, Galaxy
shall assume all costs for return of the defective goods and supply of
repl acement goods, or other corrective action as may be agreed between
Galaxy and BEL, it being understood that Galaxy's responsibilities
hereunder shall be linmted to replacenent of said defective goods. Gl axy
may denmand at its own cost separate storage, inspection and dispatch of
rejected goods. If Galaxy disputes the witten notification fromBEL, the
parties shall submit sanples of the rejected goods to a nutually acceptable
independent |aboratory for analysis. The decision of the independent
| aboratory in the natter shall be final. The party found to be in error
shal | bear the cost of any such analysis.

11. 4. Risk of loss and title shall pass to BEL at the time of delivery
of the Products to BEL's designated |location or carrier at the U S. port of
shi pnent .

12. LABELLI NG AND PACKAG NG



12. 1. BEL and its Affiliates or distributors, shall be responsible for
providing to Galaxy sufficient information for Galaxy to determine, produce
and nmintain the content of all labeling for the Products, including
package inserts and pronotional material throughout the Territory. BEL
warrants that any statenment or other information provided by BEL to Gal axy
concerning the Products contained therein shall be inline wth the
approved | egal requirenments of the Products in each country, state or
territory of the Territory and shall keep Galaxy free and harnl ess from any
connected claim danage, liability, loss and/or expense arising therefrom
to the extent such danmge arises as a consequence of such statenent
provided by BEL to Galaxy not being in conformity with such |[egal
requirenents.

12. 2@l axy will package the Products according to t he packagi ng
specifications, including |abeling and insertion of package inserts
and pronotional material provided and directed by BEL and agreed to
by Gal axy (within reasonable existing capabilities of Gal axy
manuf acturing processes) and will be responsible for any failures of
the Products to be so packaged.

12. 3. Al'l packaging, insert sheet, |labels, advertising and other
materials relevant to the Products, shall bear the notice "Distributed
under license of Galaxy USA", such notice to be approved by both

parties before first printing and use thereof, such approval not to be
unr easonabl y wi t hhel d.

12. 4. BEL shall be responsible at its cost and expense for conplying
with all regulatory and governmental requirements applicable in the
Territory to the distribution of the Products; provided, however, that
until BEL exercises its option to manufacture the Products, BEL shall

not be responsible for any cost or expense related to or concerning
the quality of the Products or any other aspects related to and solely
under the purview of the manufacturing of the Products.

13 QUALITY CONTRCL

Gal axy acknow edges that the Trademarks indicate to the public that the
Products offered for sale or sold bearing the Trademarks are of a
comercially consistent quality and standard, and that BEL's use of the
Trademarks pursuant to this Agreenent nust be in a manner that does not
have a detrinmental inpact on BEL's reputation or the goodwi Il associated
with BEL's business and the Tradenarks. Galaxy agrees that it shall
maintain a high standard of quality (at |least as high as Galaxy presently
maintains) wth respect to the manufacture of the Products and packaging
for the Products, as well as in all depictions, marketing and adverti sing
of the Products. Gal axy shall conply with all applicable Ilegal and
regulatory requirements for the manufacturing of the Products and the
conduct of its business and performance of its obligations hereunder. BEL
acknowl edges that the Logo indicates to the public that the Products
offered for sale or sold bearing the Logo are of a commercially consistent
quality and standard, and that Gal axy's use of the Logo pursuant to this
Agreement nust be in a nmanner that does not have a detrimental inpact on
Gal axy's reputation or the goodwi ||l associated with Gal axy's business and
the Logo. BEL agrees that it shall nmintain at |east as high a standard of
quality as BEL presently nmintains with respect to the pronotion,
marketing, distribution and sale of Products in the Territory. BEL shall
conply wth all applicable Ilegal and regulatory requirements for the
pronotion, marketing, distribution and sale of Products and the conduct of
its business and performance of its obligations hereunder.

13. 1Gal axy shal | permt BEL's quality control representatives, at
reasonable tines and on reasonable notice, to inspect those areas of
Gal axy's production facility at which Galaxy shall be nanufacturing

and packing the Products for shipment to BEL. Galaxy shall be
permitted to visit/review annually BEL's distribution facilities at
reasonabl e ti mes and upon reasonabl e noti ce.

13. 2Gal axy shall nanufacture, or have manufactured, the Products according
to Good Manufacturing Practices and requirenents applicable to the
industry. Galaxy shall at any time be free to determine the
manuf acturer and the place of nmanufacture of the Products,. Prior to
BEL manuf acturing, Galaxy cannot be restricted to manufacturing
Products outside the Territory.

13.3CGal axy shall provide to BEL all test procedures for the Products,
necessary for BEL to verify the quality of the Products it purchases
pursuant to this Agreenent.

13. 4BEL shall not neke alterations or pernit alterations to be made to the
Product s.

13.5CGalaxy shall nmintain at its principal place of business reserve
sanpl es for each Iot according to applicable |egal requirements, until



the expiration date of the Product sold to BEL. Records should be
kept for three years follow ng production date

13.6ln the event of a recall of any Products required by a governnenta
agency or authority of conpetent jurisdiction or if recall of the
Products is jointly deened advi sable by Gal axy and BEL, such recal
shall be pronptly inplemented and admnistered by BEL and its
Affiliates, in strict consultation with Galaxy in a manner which is
appropriate and reasonabl e under the circunstances and in conformty
with accepted trade practices. The cost of any such recall shall be
borne by Galaxy to the extent Galaxy's negligence and/or fault caused
the recall to be necessary. Galaxy will have no obligation to pay
costs of recalls of Products caused by consequences of negligence
and/or faults committed by third parties occurring after such Products
are sold by BEL and BEL shall have no obligation to pay costs of
recal |l s of Products caused by consequences of negligence and/or faults

of Galaxy. In no circunmstance shall BEL have any obligation to pay
costs of any recalls of Products not manufactured by BEL. In no
circunstance shall Galaxy have any obligation to pay costs of any
recalls of Products not manufactured by Galaxy. The provisions and
obl i gations of this section shall survive any expiration of

ternmination of this Agreenent.

13.7 Galaxy agrees that it will not permt any lien, security interest
pl edge, assignnent to a creditor, assignment obligation or other
encunbrance or restriction of any kind to be inposed or placed on any
of its rights under this Agreenent and/or in and to the Products or
permt execution against its rights hereunder of any judgnent against
Gal axy, or grant any power to any third party to do so, and shall not
enter into any agreenent which is otherw se inconsistent with Galaxy's
obligations under this Agreenent, without BEL's prior witten consent

13.8 In the event that BEL exercises its option to nanufacture certain
or all of the Products, Galaxy agrees to assist BEL by providing
access to any necessary docunent or dossier in Galaxy's ownership or
possession to enable BEL to nmeke application to any food regulatory
authority or governnmental agency for BEL to be appointed as
Manuf acturer of the Products under any marketing authorization held by
BEL or to continue any actual registration or to start up an
application for narketing of the Products

14. REPRESENTATI ONS AND WARRANTI ES

14.1Gl axy warrants to BEL that each Product sold to BEL shall, at the
time of delivery by Galaxy, conformto the specifications then in effect
and shall nmeet all such specifications throughout the approved shelf-life

in the Territory. Galaxy covenants to provide true and accurate copies of
such specifications (including any revisions thereto) to BEL as soon as
practicabl e.

14.2Gl axy further warrants to BEL that, in the event any of the Products
do not neet the specifications (subject to verification by the procedure
provided in Section 11.2. upon delivery)Galaxy shall either replace the non-
conform ng Products or give BEL a credit against future purchases for the
purchase price of such non conform ng goods, at BEL's option

14. 3Gal axy represents that it has General Product Liability Insurance in
force, in respect of direct liability arising froma defect in Galaxy's
manuf acture of Products to its agreed specifications up to alimt of not
less than One MIlion US Dol lars (US$1, 000,000) conbined single linmt each
occurrence and Two MIlion US Dol lars (US$2,000,000) in the aggregate and
unbrel | a coverage in an anount equal to Ten MIllion us Dol | ars
(Us$10, 000, 000) . Gal axy represents that such insurance provides coverage
of all normal risks incident to Galaxy's business and its respective
properties and assets and are in character and ambunt at |east equival ent
to that carried by persons engaged in simlar businesses and subject to the
sane or simlar perils or hazards. The certificates of insurance listing
the above-referenced coverage and a copy of the General Product Liability
I nsurance shall be provided to BEL prior to Gal axy's conmmencenent of duties
pursuant to this Agreenment, but in no event nobre than 30 days after
execution of this Agreenent, and Gal axy shall require each carrier to give
BEL no less than 30 days' notice of any prospective cancellation

restriction, linmtation or nodification of coverage or limts

14. 4Gl axy hereby represents and warrants that (a) Galaxy is a corporation
duly organized, validly existing and in good standing under the Ilaws of
Florida, wth full corporate power and authority to execute and deliver
this Agreenent and to consummate the transactions contenplated hereby, (b)
t he execution, delivery and performance of this Agreenent and the
consummation of the transactions contenpl ated hereby by Galaxy have been
duly and validly authorized and no further corporate authorization is
required on the part of Galaxy to consunmmate the transactions contenpl ated



hereby, (c) this Agreenent and all other documents executed and delivered
by Galaxy pursuant to this Agreenent constitute the Ilegal, wvalid and
bi ndi ng obligation of Galaxy, enforceable against Galaxy in accordance wth
their respective terns, (d) the individuals executing this Agreement on
behal f of Galaxy have been duly authorized and enpowered to execute this
Agreement for the purpose of binding Galaxy to this Agreement, (e) Galaxy's
performance of this Agreement does not require any third party consents or
governnental approvals, filings, registrations or permts that have not
al ready been obtained and will be maintained during the Initial Term and
the execution, delivery and performance of this Agreement by Galaxy does
not and will not violate any contract or other arrangenent between Gal axy
and any third party, or any applicable law or regulation and (f) the
Products are and will be nerchantable and fit for their intended purposes
and do not infringe any third party intellectual property or other

proprietary right, conply with all laws and regul ations applicable within
the Territory and all Product registrations and approval s necessary for the
Products to be sold within the Territory have been obtained and wll be

mai ntained in effect by Galaxy during the Initial Term

14.5BEL hereby represents and warrants that (a) BEL is a corporation duly
organi zed, validly existing and in good standing under the laws of
[France], with full corporate power and authority to execute and deliver
this Agreenent and to consunmate the transacti ons contenpl ated hereby, (b)
t he execution, delivery and performance of this Agreenent and the
consummation of the transactions contenplated hereby by BEL have been duly
and validly authorized and no further corporate authorization is required
on the part of BEL to consunmate the transactions contenpl ated hereby, (c)
this Agreenent and all other docunents executed and delivered by BEL
pursuant to this Agreement constitute the legal, valid and binding
obligation of BEL, enforceable against BEL in accordance with their
respective terns, (d) the individuals executing this Agreenent on behal f of
BEL have been duly authorized and enpowered to execute this Agreement for
the purpose of binding BEL to this Agreenent, (e) BEL's performance of this
Agreenment does not require any third party consents or governnenta

approvals, filings, registrations or pernmts that have not already been
obtained and wll be maintained during the term and (f) the execution

delivery and performance of this Agreenent by BEL does not and wll not
violate any contract or other arrangenent between BEL and any third party

or any applicable |aw or regul ation

14. 6BEL represents that it has General Product Liability Insurance in
force in the Territory, in respect of direct liability arising fromBEL's
manuf acture, handling, sale or distribution of Products to its agreed
specifications up to a limt of not less than One MIlion US Dol |l ars
(US$1, 000, 000) conbined single limt each occurrence and Two MI1lion US
Dol | ars (US$2,000,000) in the aggregate. BEL represents that such

i nsurance provides coverage of all normal risks incident to BEL's business
and its respective properties and assets and are in character and anpunt at
| east equivalent to that carried by persons engaged in simlar businesses
and subject to the same or simlar perils or hazards. The certificates of
insurance listing the required coverage and a copy of the Conprehensive
General Liability Insurance shall be provided to Galaxy prior to BEL's
comencenent of duties pursuant to this Agreenment, but in no event nore
than 30 days after execution of this Agreement, and BEL shall require each
carrier to give Galaxy no less than 30 days' notice of any prospective
cancel lation, restriction, limtation or nodification of coverage or

limts

15. | NDEMNITY

15. 1Not wi t hst andi ng provi sions of Section 11.2., Galaxy agrees to defend
indemify and hold BEL and its Affiliates or distributors, harmess from
and against any and all |osses, dammges, liabilities, costs and expenses
(including reasonable attorney's fees) that are related in any way to (i)
failure of any Products supplied hereunder to conformto the applicable
specifications as provided at Section 14.1. excluding any | osses, danmages
liabilities, costs and expenses resulting fromany such non-conpliance that
shall result fromany Products which shall be altered, changed, packed or
otherwi se treated by BEL, its Affiliates and/or distributors other than in
accordance w th Galaxy's instruction and specifications in a manner that
causes the | oss, damage, liability, cost or expense ; (ii) the nanufacture
of the Products by Galaxy ; (iii) the correct use by BEL and/or Affiliates
of the KnowHow ; (iv) any breach by Galaxy of any of its obligations or
warranties wunder this Agreenment; or (v) any damages to third parties
arising out of any action for infringement or alleged infringement of such
third party's trademark rights by the use of the Logo by BEL, its
Affiliates and/or distributors

15.2BEL agrees to defend, indemify and hold Gal axy harnl ess from and
against any and all |osses, danages, liabilities, costs and expenses
(including reasonable attorney's fees) that are related in any way to (i)
failure by BEL or its Affiliates or distributors to conply with applicable
rules and regulations of the Territory regarding the pronotion, nmarketing
distribution or selling of the Products in the Territory; (ii) the storage



transfer, or sale (including without linmitation the distribution, pronotion
and nmarketing) or the manunufacture of the Products by BEL or its
Affiliates; (iii) any breach by BEL or its Affiliates or distributors of
any of the obligations or warranties under this Agreenent; or (iv) any
damages to third parties arising out of any action for infringenent or
al l eged infringenent of such third party's trademark rights by the use of
the Trademarks by BEL, its Affiliates and/or distributors.

15.3BEL shall be responsible towards its custoners for handling all
matters concerning the Products. |If such Products expire as a result of
BEL's gross negligence or wongful acts, BEL shall be responsible for any
expired Product whether stored by BEL and/or its Affiliates or distributors
or returned by whol esalers, retailers, to whom said Products have been sold
by BEL or its Affiliates or distributors.

15.4The parties agree that, in case of comencenent of any action, suit,
proceeding or investigation or threat thereof for which indemification is
requested to either party, then (a) said party shall pronmptly inform in
witing the other, (b) the parties shall fully cooperate in the defense of
said action, suit or proceeding and (c) either party shall not accept any
settlenent wthout the other party's consent (which shall not be
unr easonabl y wi t hhel d).

15. 5Notwi t hstanding any other provision of this Agreenent, and without
prejudice to the general rules established by mandatory |aws of the various
countries of the Territory on each party's liabilities towards third
parties (as described at Sections 15.1 and 15.2. here above), in no event
shall damages to be paid by one party to the other extend to indirect,
special, incidental or consequential danmages (including without linmitation
loss of profits or revenues), regardl ess of whether such damages were
foreseeable or not.

15.6The renmedies set forth herein are the exclusive renedies of the
parties as to the stated subject matter.

15. 7The provisions and obligations of this Section 15 shall survive any
expiration or termnation of this Agreenent.

15.8 BEL agrees to mmintain General Product Liability Insurance in anount
and type nmintained by conparable distributors (and to the extent BEL
manuf actures Products, conparable manufacturers) of similar Products in
simlar circumstances during the termof this Agreenent.

15.9The representations, warranties and covenants provided in Section 14
and Section 15 hereof, shall survive for four (4) years after the
termination of this Agreenent for any reason.

16. BEL' s OBLI GATI ONS
BEL shall be obliged to :

16. 1. Adhere to the terms and conditions of the Manufacturing and
Li cense Agreenent

16. 2. Ensure that, except where Galaxy fails to provide sufficient
supply of the Products to neet BEL's needs, the distributed Products
are and will continue to be produced directly by Galaxy and/or, if BEL
exercises its option to manufacture the Products, ensure that the
quality of such products neets the standards to be set and agreed upon
in the final Manufacturing and License Agreenent.

16. 3. Ensure that the distribution or, to the extent BEL exercises its
option to manufacture the Products, manufacture of the Products does
not infringe or violate any existing intellectual property rights of
any third party. To the extent that the Products incorporate any third
party KnowHow that BEL is aware of or has been nade aware of by
Gal axy, the Products, to the extent manufactured by BEL, shall nention
the licensor of such Know How and |ist the specifications thereof in
sufficient detail as would be necessary for any subsequent |icensee of
the specifications to be able to obtain a license for such Know How
fromthe applicable licensor.

16. 4. Refrain from sub-licensing the distribution or manufacturing of
the Products, except to its Affiliates and distributors. Nothing
contained herein shall limt the right of BEL to appoint sales and
marketing agents and distributors in respect of the distribution of the
Pr oduct s, provi ded that BEL retains control over t he act ual
distribution / manufacture processes of the Products and that all such
agents and distributors agree to be bound by the terms and conditions
of the Agreenent applicable to them

17. GENERAL PROVI SI ONS

17. 1. Termi nation



17.1. 1. Notwi t hstanding any other provision of this Agreement, this
Agreenment nmy be terminated by either party, if:

A. The other party commits a material breach of any of its material
obligations under this Agreenent, which shall not have been remedied within
thirty (30) days fromthe party's giving of witten notice of such breach.

B. The other party becones insolvent, nmakes an assignment for the benefit
of its creditors, or is placed in receivership, liquidation, or bankruptcy
,oor

C. The other party has suffered an event of "force majeure", as defined
in Section 17.4.1 hereof, which has prevented such party's performance of
its obligations under this Agreement for a continuous period of six (6)
nont hs or | onger.

Termi nation under A. and C. above may apply to a part (i.e. one or nore of
the countries, states or territories of the Territory) or the whole of the
Territory, depending on the country, state or territory to which the breach
or the "force nmjeure" events refer as nutually determined by the parties
whi ch determination shall be made in accordance with the dispute resol ution
mechanism set forth in Section 17.10.2 in the event the parties cannot
agr ee. In the event that either Galaxy or BEL terminates this Agreenent
under A, B or C, BEL will have the ability at the tine of such term nation
to elect to convert the Agreenent to the Mnufacturing and License
Agreement and begin nmanufacturing in accordance with the provisions of
Section 5 hereof.

17.1. 2. In accordance with Section 5 hereof, upon a change of control of
Gal axy, notice of which shall be given by Galaxy to BEL within one (1)
nonth of such change of control, BEL shall have the option to elect to
begi n manufacturing and to autonatically convert this Agreenent into and be
controll ed and governed by the ternms of the Manufacturing and License
Agreement once executed by the parties.

17.1. 3. BEL may termi nate the Agreenent at any tine when a change of the
current managenment team of Gal axy occurs and such new nanagenent teamis,
in BEL's opinion, not of a quality that is conparable to that of the
current managenent team provided that BEL will have the ability at the
tine of such termnation to elect to convert the Agreement to the
Manuf acturing and Li cense Agreenment and begin manufacturing in accordance
with the provisions of Section 5 hereof.

17. 1. 4. The right of either party to terminate this Agreenment, as
provided in Section 17.1.2., shall not be affected in any way by its waiver
of, or failure to take action with respect to, any other default or by the
granting of any tine or other indul gence.

17.1.5. Termi nation or expiration of this Agreenent for any reason shall
not relieve either party of any liability or obligations which accrued
under this Agreement prior to such termination or expiration.

17. 2. Consequences of Termination or Expiration
17.2.1. Upon term nation or expiration of this Agreenent for any reason :

A. BEL shall pronptly cease distributing, selling and pronoting the
Products, provided that BEL shall have the right to dispose of its
inventory of the Products

B. Any work in progress and/or outstanding orders for the Products at the
time of termnation or expiration shall be conpleted by Galaxy in
accordance with the terms of this Agreement and all such Products, along
with any renmining stocks of products in Galaxy's possession shall be
delivered and invoiced to and paid for by BEL at the then current prices
and in accordance with the terns of this Agreenent ;

C. In case of termnation of the Agreement, the costs and disposal of
any/all packaging will be the responsibility of the party who initiated the
term nation, so long as Gal axy has not purchased packaging in excess of
the forecast provided by BEL in which event such costs shall be the
responsibility of Galaxy regardl ess of who initiated the termnation.

17. 3. Confidentiality

17.3.1. BEL will hold, and will use its reasonable efforts to cause its
Affiliates, and their respective representatives to hold, in strict
confidence from any person (other than any such Affiliate or
representative), unless (i) conpelled to disclose by  judicial or

admini strative process or by other requirenents of law, (ii) disclosed in
connection with obtaining the necessary approvals of this Agreenent and the
transacti ons contenplated hereby from custoners or governnental or
regul atory authorities, or (iii) disclosed in an action or proceeding



brought by a party hereto in pursuit of its rights or in the exercise of
its renedi es hereunder, all docunents and information concerning Galaxy or
any of its Affiliates furnished to BEL by Galaxy or its representatives in
connection wth this Agreenent or the transactions contenplated hereby,
except to the extent that such documents or information can be shown to
have been (a) previously known by BEL, (b) in the public domain (either
prior to or after the furnishing of such documents or infornation
hereunder) through no fault of such receiving party or (c) later acquired
by BEL from another source if such source is not under an obligation to
another party hereto to keep such docunents and information confidential.
In the event this Agreenent is term nated, upon the request of Gal axy, BEL
will, and wll cause its Affiliates and their respective Representatives
to, pronptly (and in no event later than five Business Days after such
request) redeliver or cause to be redelivered all copies of documents and
information furnished by Galaxy in connection with this Agreement or the
transactions contenpl ated hereby and destroy or cause to be destroyed all
notes, nenoranda, summaries, analyses, conpilations and other witings
related thereto or based thereon prepared by Gal axy.

17.3.2. Galaxy will hold, and will use its reasonable efforts to cause

its Affiliates, and their respective representatives to hold, in strict
confidence from any person (other than any such Affiliate or
representative), unless (i) conpelled to disclose by judicial or

admi ni strative process or by other requirenents of law, (ii) disclosed in
connection w th obtaining the necessary approvals of this Agreement and the
transacti ons contenplated hereby from custoners or governnental or
regul atory authorities, or (iii) disclosed in an action or proceeding
brought by a party hereto in pursuit of its rights or in the exercise of
its renedi es hereunder, all docunents and informati on concerning BEL or any
of its Affiliates furnished to Galaxy by BEL or its representatives in
connection wth this Agreenent or the transactions contenplated hereby,
except to the extent that such documents or information can be shown to
have been (a) previously known by Galaxy, (b) in the public domain (either
prior to or after the furnishing of such documents or information
hereunder) through no fault of such receiving party or (c) later acquired
by Gal axy from another source if such source is not under an obligation to
another party hereto to keep such docunents and infornmation confidential.
In the event this Agreenent is ternminated, upon the request of BEL, Gl axy
will, and wll cause its Affiliates and their respective Representatives
to, pronptly (and in no event later than five Business Days after such
request) redeliver or cause to be redelivered all copies of documents and
information furnished by BEL in connection with this Agreement or the
transactions contenpl ated hereby and destroy or cause to be destroyed all
notes, nmenoranda, summaries, analyses, conpilations and other witings
related thereto or based thereon prepared by BEL.

17.3.3. Except to the extent that disclosure nay be required by law, or
except to the extent otherwi se agreed by the parties in witing, the
parties agree not to disclose the terns of this Agreenent to any third
parties.

17.4. "Force majeure"

17.4.1.The performance by either party of any covenant or obligation on
its part to be perforned under this Agreement shall be excused by fl oods,
strikes or other |abour disturbances, riots, fire, accidents, war, acts of
terrorism enbargoes, delays of carriers, inability to obtain materials
from normal sources, failure of power or of natural sources of supply,
acts, injunctions, or restraints of government (whether or not now
threatened), or any cause preventing such perfornmance whether simlar or
dissimlar to the foregoing beyond the reasonable control of the party
bound by such covenants or obligations ("force nmmjeure") ; provided,
however, that the party affected shall not have procured such force
maj eure, shall have used reasonable diligence to avoid such force nmjeure
or aneliorate its effects, and shall continue to take all comercially
reasonabl e actions within its power to conply as fully as possible with the
terms of this Agreement, subject to the ability of the party to termnate
the Agreenent pursuant to Section 17.1.1 hereof.

17.4.2 Inability to supply

17.4.2.1. |f for any reason (including "force majeure" as defined in
Section 17.4.) Galaxy foresees an inability to supply, directly or
indirectly, wth its requirenents for the Products, then Galaxy shall
pronptly notify BEL. BEL and Gal axy shall neet at either party's request as
soon as possible to attenpt to resolve the problem of supply.

17.4.2.2. In the event that Galaxy is unable to supply BEL, directly or
indirectly, wth sufficient quantities of the Products to neet any order
of BEL that corresponds to BEL's previous forecasts as accepted by Gal axy,
Gal axy shall exert commercially reasonable efforts to obtain another source
of supply froman Affiliate or third party to neet BEL's requirenents. |[f
Galaxy fails to obtain such other source of supply, BEL nay use its own
efforts to locate a source that is satisfactory to BEL in its sole



di scretion, and Gal axy shall have no further liability to BEL with respect
to the particular order. Notw thstanding anything stated herein to the
contrary, Galaxy shall use its best efforts to satisfy any order BEL
subnmits that is accepted by Gal axy.

17.4.2.3. In the event, and for such time, that BEL, notw thstanding the
provisions of Sections 17.4.2.1.and 17.4.2.2. is wunable to supply or
arrange for the supply of BEL's requirenments for the Products, then Galaxy
or Galaxy's nonminee will allocate its production of the Products between
BEL and Gal axy's other custoners for the Products (including Galaxy) in the
sane ratio as all the various parties' respective utilization of Galaxy"s
output of the products in the 12 (twelve) nonths preceding the shortage of
suppl y.

17.5. Assignnent

This Agreenent shall not be assigned by either party without the witten
consent of the other party, provided, however, that either party may assign
this Agreenent to an Affiliate wi thout the other party's consent by giving
the other party at |east sixty (60) days advance notice in witing. |In the
event Galaxy assigns its rights and responsibilities under this Agreenent
to an Affiliate then, prior to such assignment, Galaxy shall execute and
provide to BEL a guaranty in both form and substance reasonably acceptable
to BEL pursuant to the terns of which Galaxy shall agree to guaranty the
performance by Affiliate of Galaxy's responsibilities and obligations under

this Agreenent. In the event BEL assigns its rights and responsibilities
under this Agreenent to an Affiliate then, prior to such assignnent, BEL
shall execute and provide to Galaxy a guaranty in both formand substance

reasonably acceptable to Gal axy pursuant to the ternms of which BEL shall
agree to guaranty the performance by Affiliate of BEL'sS responsibilities
and obligations under this Agreement. Violation of the provisions of this
Section 17.5 shall render such assignnent null and void and of no |egal
effect.

17. 6. Non-wai ver and ot her renedies

The failure of either party to insist upon the strict and punctual
performance of every provision of this Agreenent shall not constitute
wai ver of nor estoppel against asserting the right to require such
performance, nor shall a waiver and estoppel in one instance constitute a
wai ver or estoppel with respect to any other breach, whether of a simlar
nature or otherw se.

17. 7. Unenf orceabl e terns

If a court of conpetent jurisdiction adjudges any provision of this
Agreement to be invalid or unenforceable, the remaining provisions shall
not be affected thereby, and the parties shall in good faith attenpt to
amend this Agreenent to elimnate such invalidity or wunenforceability,
wi thout thereby affecting the intent of the parties as expressed herein.

17. 8. Noti ce

17.8.1. Al notices or other communi cations which shall or may be given
pursuant to this Agreenent shall be effective upon receipt and shall
be in witing and delivered personally or by registered or certified
mai |, or telefax, addressed as follows :

If to GALAXY NUTRI TI ONAL | NC
2441 Vi scount Row
ORLANDO FL. 32809
USA

If to FROVACERI ES BEL SA
4, rue d' Anjou

75008 PARI'S
France
Wth a copy to: Greenberg Traurig, P.A
(except for purchase 1221 Brickell Avenue
orders and shi ppi ng Mam, Florida 33131
rel eases) Facsimle No.: 305-579-0717

Attn: Robert G ossman, Esq

17.8.2. Either party may change its address for purposes of this Section
by giving witten notice of such change to the other party.

17.9. Agency and representation

The I egal relationship between the parties shall not be construed such that
either party is deened a partner or agent of the other party, nor will it
confer upon either party the right or power to bind the other party in any
contract or to the performance of any obligations with the other as an



i ndependent contractor.

17.10 Governing | aw di spute resol ution
17.10. 1. This Agreenent shall be governed by and construed in accordance
with the laws of the State of New York, and the parties

consent to the jurisdiction of the state or federal court situated
in Manhattan County, New York.

17.10.2. If the parties should have a material dispute arising out of or
relating to this Agreenment or the parties' respective rights and
duties hereunder, then the parties will resolve such dispute in the
following nanner: (i) any party nay at any tine deliver to the
other a witten dispute notice setting forth a brief description of
the issue for which such notice initiates the dispute resolution
mechani sm contenplated by this Section, (ii) during the thirty (30)
day period following the delivery of the notice described above,
appropriate representatives of the various parties wll nmeet and
seek to resolve the disputed issue through negotiation, (iii) if
representatives of the parties are unable to resolve the disputed
issue through negotiation, then within ten (10) days after the
period described above, the parties will refer the issue (to the
exclusion of a court of law to final and binding arbitration in
Olando, Florida, if initiated by BEL and Paris, France, if
initiated by Galaxy, in accordance with the then existing rules of
conciliation and arbitration (the "Rules") of the |International
Chanber of Commerce (the "Chanber"), and judgrment upon the award
rendered by the arbitrators may be entered in any court having
jurisdiction thereof; provided, however, that the law applicable to

any controversy shall be the law of the State of New York,
regardless of principles of conflicts of laws. In any arbitration
pursuant to this Agreenent, (i) discovery shall be allowed and

governed by the New York Rules of Civil Procedure and (ii) the award
or decision shall be rendered by a majority of the nenbers of a
Board of Arbitration consisting of three (3) nenbers, one of whom
shall be appointed by each party and the third of whom shall be the
chairman of the panel and be appoi nted by nutual agreenent of said
two party-appointed arbitrators. In the event of failure of said
two arbitrators to agree wthin thirty (30) days after t he
commencenent of the arbitration proceeding upon the appointnment of
the third arbitrator, the third arbitrator shall be appointed by the
Chanber in accordance wth the Rules. In the event that either
party shall fail to appoint an arbitrator within ten (10) days after
the commencenent of the arbitration proceedings, such arbitrator and
the third arbitrator shall be appointed by the Chanber in accordance
with the Rules. Nothing set forth above shall be interpreted to
prevent the parties fromagreeing in witing to subnmt any dispute
to a single arbitrator inlieu of a three (3) nenber Board of
Arbitration. Upon the conpletion of the selection of the Board of
Arbitration (or if the parties agree otherwise in witing, a single
arbitrator), an award or decision shall be rendered within no nore
than thirty (30) days. Notw thstanding the foregoing, the request
by either party for prelimnary or permanent injunctive relief,
whet her prohibitive or mandatory, shall not be subj ect to
arbitration and nay be adjudicated by the courts of the State of New
York or the U'S. District Court located in New York, New York, by
t he courts located wherever the party or entity asking for
injunctive relief is located, or by the courts Ilocated where the
action which gave rise to the clai moccurred.

17.11. Amendnents

No anmendnent, addition or deletion to this Agreenent shall be effective
unless in witing and executed by both parties.

17.12. Headi ngs
The section headings throughout this Agreenent are for convenience and
reference only, and the words contained in themshall in no way be held to
explain, nodify, anplify, or aid in the interpretation, constriction, or
nmeani ng of the provisions of this Agreenent.

17.13. W thhol di ng tax

Wth respect to w thhol ding taxes applicable to any paynent to be made by
BEL to Galaxy in application of article of the bilateral treaty signed

between France and USA on ..., as anmended on ..., the parties agree to
comply with the requirements set forth in Form (and any subsequent
amendnent thereof) in due tine in order to avoid double taxation. BEL

shal | withhold such taxes fromany paynments nade to Gal axy.
17. 14. Language

Al'l communications nade or given pursuant to this Agreenent shall be in the



Engli sh | anguage. This English version of this Agreement shall be
controlling and take precedence over any translation hereof.

18. M SCELLANEQUS REGULATCRY PROVI SI ONS
18. 1Anti - Boycott and Enbargo Regul ati ons Conpli ance

Each of BEL and Gal axy acknow edges that it is famliar with the various
U S. anti-boycott and enbargo regul ations of the U S. Departnent of
Commerce and the U.S. Departnment of the Treasury. Each of BEL and Gal axy
agrees to conply with the terns therefor, as applicable, and to supply no
information to any person or entity about the other or the other's
personnel 's race, religion, sex or national origin, business relationships
with boycotted countries or blacklisted persons, or associations with
charitable or fraternal organizations.

18. 2Foreign Corrupt Practices Act Conpliance

Gal axy has apprised BEL of the anti-bribery provisions of the U S. Foreign
Corrupt Practices Act, as anended 15 U.S.C. 78 dd et seq., ("FCPA" or the
<< Act >>). BEL has reviewed with Gal axy the requirenents of the FCPA, the
transactions prohibited wunder the Act, and the penalties for violation
thereof. BEL acknow edges such apprai sal and the receipt of a copy of the
FCPA. The FCPA nakes it illegal to corruptly make, offer or agree to offer
anything of value, either directly or through an internediary, to any
foreign official, foreign political party or official thereof, or foreign
candidate for governnental office in order to obtain, retain or direct
business to any business enterprise or person, or to obtain an inproper
advant age. Each of BEL and Gal axy represents that it understands the
purposes, prohibitions and penalties stated in the FCPA. Each of BEL and
Galaxy and their Affiliates and/or distributors represents and warrants
that it has not conmitted any violation of the FCPA, and shall not commt
any act that would place any of the parties to this Agreenent in jeopardy
under the FCPA Viol ations of the FCPA by any party to this Agreenent
and/or their Affiliates will not be suggested, encouraged or condoned.

18. 3Export Adm nistration Regul ati ons Conpliance

I'n conformity wth the requirenents of U'S. Export Administration
Regul ations ("EAR') and other applicable |laws and regulations of the US.
Governnent concerning exports and foreign activities, each of BEL and
Gal axy hereby agrees and gives assurance to the other that it shall not
knowi ngly export or re-export any conmodity or otherw se disclose, directly
or indirectly, any data or infornation received fromthe other which is
not otherwi se available to the general public, nor permt said data or
information to be disclosed re-exported to, or used in the follow ng
countries: Cuba, Iran, Iraq, Libya, North Korea, the Sudan, and Syria, and
any Tal i ban controll ed areas of Afghanistan, or other countries, persons
or entities, for any end-uses, including those related, directly or
indirectly, to nuclear, chemcal or biological weapons or mssiles, for
which export restrictions would apply or may be designated from time to
time under applicable U S. law and regulation. Each of BEL and Gl axy
represents and warrants that it understands the purposes, prohibitions and
penalties of these laws and regulations. Neither BEL nor Galaxy shall
commit any act that would place any party to this Agreement in jeopardy
under these laws and regul ations.

IN WTNESS WHEREOF, the parties have caused this Agreenent to be executed
in duplicate by their duly authorized officers or representatives as of the
day and year first witten above.

GALAXY NUTRI TI ONAL FOODS, | NC FROVAGERI ES BEL SA

/'s/ Christopher J. New /sl Mchel P. Troussier
Name : Christopher J. New Nanme : M chel P. Troussier
Title : Chief Executive Title : Director of Finance
O ficer

/sl Eric de Poncins

Narme : Eric de Poncins
Title : Head of Strategy & Devel opnent
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Exhibit 1
Gal axy's Current Products
For magg(R)
Grand Design

Gal axy Nutritional Foods(R)
Label |l a' s(R) & Desi gn



Lite Bakery(R)

The Lite Bakery(R) & Design

Lite "n" Less(R) & Design

Pi zza and Dessert that Doesn't Hurt(R)
Soy Singles(R)

Soyco(R)

Soyco(R) & Desi gn

Soynmage(R)

Veggi e Nature's Alternative to MIk(TM
Veggy Singl es(R)

Whol esone Val | ey(R)
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Exhibit 2
Gal axy's Logo
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Exhibit 3

Pricing Schedul e

Prices will be determ ned by the follow ng:

"Cost" is defined as: Cost of Goods Sold, an allocation of research and
devel opnent, Ceneral and Administrative Expenses, and Freight to US Port of
shi pnent .

"Cost of Goods Sold" is determined using the follow ng fornul a:

openi ng inventory
+ additions during the year*
= goods available for sale
- year- end inventory

= cost of goods sold

*Additions during the year includes costs for raw naterials and parts,
costs of labor (including both direct |abor costs for production workers
and indirect costs for enpl oyees who performgeneral factory functions),
cost of materials and supplies used in the nmanufacturing process such as
hardware, |ubricants, abrasives, etc., and cost of overhead, which includes
rent, utilities, insurance, depreciation, taxes, and mai ntenance for the
production facility, as well as the cost of supervisory personnel.

"Ceneral and Administrative Expense" is defined as expenses incurred in the
general admnistration of Galaxy, including salaries for executives and
admini strative staff, expenses for rent and utilities, travel expenses,
costs of witing and filing reports, costs of accounting and admi nistering
funds, insurance and adverti sing.

The price of any Product shall be deternined as follows:
Price = (Mx(Cost)
M= margin nultiplier shall be set on a country-by-country basis with a
target of 1.10 (except that during the first 24 nonths of this Agreenent
Gal axy nay agree to an anpunt |less than 1.10 but in no event |ess than
1.00). At no tine during this Agreement will the margin multiplier be set
bel ow 1. 00.
<PAGE>
Exhi bit 4

M ni mum Production Quantities for Purchase
The following lists the 16 npost purchased Products and the respective
m ni mum quantities for purchase. During the first 24 nonths of this
Agreenment, Galaxy may accept orders for any Product in quantities |less than
such m ni num quantity for that Product provided that Galaxy shall have no
obligation to accept any such order if, as determ ned by Gal axy, the cost
of produci ng such order exceeds the price for that order.
M ni mum shi ppi ng container is 20ft POD.

Top 16 SKU s and their respective mnimumrun/one shift quantities:

1. 66722 Veggie Ched Slice 12 units/8oz. - 3500 cases.



2. 66717 Veggie Yel Am Slice 12/8oz. - 3500 cases

3. 66718 Veggi e Pep Jack Slice 12/80z. - 3500 cases

4. 66721 Veggie Swiss Slice 12/8o0z. - 3500 cases

5. 66720 Veggie Myzz Slice 12/8o0z. - 3500 cases

6. 66719 Veggie Prov Slice 12/80z. - 3500 cases

7. 66771 Veggie Ched Shred 12/8.50z. - 2400 cases

8. 66770 Veggi e Mbzz Shred 12/8.50z. - 2400 cases

9. 66773 Veggi e Parnm Mbzz/ Romano Shred 12/6.50z. - 2400 cases
10. 66774 Veggi
11. 66779 Veggi
12. 66723 Veggi
13. 66785 Veggi
14. 66737 Veggi
15. 66754 Veggi
16. 66753 Veggi

MJ/ Ched Shred 12/8.50z. - 2400 cases
Cream Cheese 12/80z. - 1350 cases
Butter 12/8o0z. - 1350 cases

Pep Jack Chunk 12/80z. - 1840 cases
Ched Chunk 12/80z. - 1840 cases

Mbzz Chunk 12/80z. - 1840 cases
Parm Toppi ng 12/ 80z. - 640 cases

® ®D®®D®D®MD®MD

The M ni mum Production Quantities for all other Products (on SKU basi s)
shall be as determined by Galaxy fromtinme to tine.

<PAGE>

Exhi bit 5

GALAXY NUTRI TI ONAL FOCDS

GENERAL TERMS AND CONDI TI ONS OF SALE

1. TERVS EXCLUSI VE: This docunent, together with the quotation
and docunments specified therein, constitutes the conplete, exclusive and
final agreenent of the Buyer identified herein ("Buyer") and Galaxy
Nutritional Foods, Inc. ("Seller") and may not be added to, nodified,
superseded or altered except by witten agreenment or nodification signed by
Seller's president, vice president or home office sales manager,
notw t hstandi ng any ot her additional or nodifying terms or conditions which
may now or in the future appear on Buyer's acknow edgnent or other forms
(all of which are objected to by Seller without future notification), and
notw t hstandi ng any shipnents, tenders of delivery, acceptance of paynents,
or other simlar acts of Seller. Notification of objection to additional
(or different) terms is given hereby. Buyer's acceptance of any
performance by Seller shall be taken as Buyer's acceptance of these terns
and conditions.

NO PERSON ( EXCEPT AN OFFI CER OF SELLER) IS AUTHORIZED TO BIND
SELLER TO ANY ORDER EXCEPT ACCORDI NG TO THE TERVMS AND CONDI TIONS ON BOTH
S| DES HEREOF.

2. DELI VERY: Unl ess otherw se specified herein, delivery of
the Products specified herein ("Products") will be F.OB. US A port of
shipnent. Buyer shall be responsible for obtaining all necessary licenses,
pernmits and/or approvals fromthe appropriate authorities or governnental
agencies for Buyer to purchase and receive and for Seller to deliver the
Product s. Any delivery date specified herein is approximate only.
Accept ance of shipnment by a common carrier, designated shipper or |icensed
public truckman, [allocation of Products to Buyer at prem ses other than
Seller's,] delivery to Buyer's representative or designee (if Seller's
trucks and drivers effect such delivery), or nailing of an invoice by
Seller to Buyer, whichever of the foregoing first occurs, shall constitute
tender of delivery. Upon tender of delivery, title shall pass to Buyer,
subject to Seller's right of stoppage in transit and to any interest of
Seller reserved to secure Buyer's paynment or performance. |In the instance
of Products held subject to Buyer's instructions or Products for which
Buyer has failed to supply shipping instructions, Seller may invoice Buyer
for the Products and Buyer agrees to nake paynent at the maturity of the
invoice so rendered. Products invoiced and held at any location, for
what ever reason, shall be at Buyer's risk and Seller may charge for (but is
not obligated to carry) insurance and storage at prevailing rates. Buyer
will accept and pay for partial deliveries in accordance with contract
prices and terns. If Buyer has expressed an intention not to accept
delivery in accordance with any order, no tender of the Products shall be
necessary but Seller nmay, at its option, give notice in witing to Buyer
that Seller is ready and wlling to deliver and such notice shall
constitute a valid tender of delivery.

3. PRI CES: Unl ess otherw se specified herein, prices do not
include applicable taxes, excises, duties, quotation fees or ot her
governnental inpositions which Seller may be required to pay or collect
under any existing or future law, and any such additional charge shall be

paid by and/or for the account of Buyer.

4. PAYMENT, SECURI TY INTEREST: |If the ternms of paynent include



any discount for pronpt paynent, such discount terms shall be strictly
enforced by Seller. |If there is no specific contrary agreenent upon terms
of paynent stated herein, paynent shall be due and payable within 30 days
of the date of the invoice. Any payment not made to Seller when due shall
be subject to interest at an annual rate of the greater of 18% or the
hi ghest anount allowed by |aw on the unpaid balance wuntil paid. Buyer
shall have no right to offset any anount whatsoever against any paynent or
other obligation which Buyer nay owe to Seller under the ternms hereof.
Seller reserves a security interest in the Products to secure Buyer's
paynent of the purchase price and any other charges owed by Buyer, and
Buyer agrees that Seller may (but is not obligated to) take such action as
Sel |l er deens advi sable to evidence and perfect such interest and that Buyer
will cooperate with Seller in the taking of such actions including, wthout
limtation, the signing by Buyer of financing statenents.

5. CASUALTY AND AVAI LABI LI TY OF SUPPLIES: Delivery of the
Products is contingent upon Seller's ability to obtain the supplies, raw
materials and services through its regular and usual sources of supply. |If
by reason of any contingency beyond Seller's control, including (but not

limted to) war, governnental requests, restrictions or regulations, fire,
flood, casualty, accident, or other acts of God, strikes or other
difficulties wth enployees, delay or inability to obtain labor, material
and service through Seller's usual sources, failure or refusal of any
carrier to transport materials, delay in transport thereof, or any other
simlar occurrence, Seller is not able to neet anticipated deliveries,

Seller shall not be liable therefor and nay, in its discretion without
prior notice to Buyer, postpone the delivery date(s) under this docunent
for a tinme which is reasonable under all the circunstances. In the event

that Buyer defers shipnent for nore than 15 days, in addition to all other
rights of Seller hereunder, Buyer shall be responsible for storage charges.

6. | NSPECTI ONS, ACCEPTANCE, AND RETURNS: Each delivery shall
be inspected by Buyer for observabl e damage and/or non-conformty at the
time of delivery. Failure to so inspect shall constitute a waiver of
Buyer's rights of inspection and shall constitute an unqualified acceptance
of the Products. |If, after such inspection, Buyer attenpts to reject any
Products, Buyer shall fully specify all clainmed danmage or non-conformty in
a notice of rejection sent to Seller within ten days of Buyer's receipt of
t he Products. Buyer's failure to so specify shall constitute an
unqual i fi ed acceptance of the Products and a wai ver of that damage or non-
conformty. No Products shall be returned to Seller without Seller's prior
witten agreenent and any Products returned by Buyer shall be returned in
the sanme condition as when delivery was effected by Seller. Sel | er
reserves the right to assess a return or restocking charge for Products
returned for reasons other than damage or non-conformty.

7. LI M TED WARRANTY, WARRANTY DI SCLAI MERS AND LI M TATIONS OF
REMEDIES AND LIABILITIES: Seller warrants that the Products nanufactured
by Seller will be free fromdefects for the period ending on the applicable
expiration date. Any Products determ ned by Seller to be defective at tinme
of delivery will be replaced, at Seller's option at Seller's U S A port of
shi pment, shi pment prepaid by Buyer, provided Buyer has acted in accordance
with Paragraph 6 hereof. No itemshall be deened defective if such item
conforns to approval sanples, test runs, or previously accepted itens or
ot herwi se reasonably accommpdat es Buyer's intended purpose. Sel l er does
not warrant against defects caused by erosion, corrosion, nmisuse or
i mproper use or handling or storage, use of the Products not in conpliance
with instructions, or any alteration, in the judgnent of Seller, adversely
affects the Products.

Except as set forth above, Seller nakes NO OTHER WARRANTI ES
concerning the Products whatsoever. SELLER DI SCLAIMS AND EXCLUDES ALL
OTHER EXPRESS WARRANTIES AND ALL | MPLI ED WARRANTI ES, | NCLUDI NG W THOUT
LIM TATION THE | MPLI ED WARRANTI ES OF MERCHANTABI LI TY AND FITNESS FOR A
PARTI CULAR PURPCSE concerning the Products. Buyer acknow edges and agrees
that Seller's obligation described in this Paragraph 6 is the sole renedy
bar gai ned for by Buyer IN LIEU OF ALL OTHER EXPRESS AND | MPLI ED WARRANTI ES.
In no event will Seller's liability exceed the paid purchase price of the
Products. Seller's obligations described in this Paragraph shall be
BUYER S SOLE AND EXCLUSI VE REMEDY AGAI NST SELLER FOR ANY LIABILITY WTH
RESPECT TO THE PRODUCTS WHETHER ANY CLAI M FOR RECOVERY | S BASED UPON OR
ARISES QUT OF THEORIES OF CONTRACT, NEGLI GENCE, TORT (INCLUDING STRICT
LI ABILITY) OR OTHERW SE. Buyer agrees that NO OTHER REMEDY SHALL BE
AVAI LABLE to Buyer and that IN NO EVENT SHALL SELLER BE LIABLE FOR ANY
I NCI DENTAL OR CONSEQUENTI AL DAMAGES, including without limtation |oss of

income, loss of tine, loss of sales, cost or replacenent itens, clains
asserted by Buyer's custoners, injury to personal property, or injury to
any person, whether or not occasioned by Seller's negligence. No

acconmodation by Seller to Buyer, whether by attenpt, effort or pronmise to
repair or replace, and whether for sales policy or otherwi se shall
establish any additional Iliability of Seller or any contract term
inconsistent with the ternms herein.

A suit based on any cause of action nust be comrenced within one year



fromthe date of delivery.

8. CANCELLATION: Seller may cancel or terminate all or part of
the contract arising fromor evidenced by this document imediately upon
the happening of any of the follow ng: Buyer's naterial delinquency of any
of its obligations hereunder or with respect to any other order or
transaction with Seller; the insolvency of Buyer; the appointnent of a
receiver under Title 11 U S.C, as anended (the "Bankruptcy Code"), or the
comencenent of a case under any chapter of the Bankruptcy Code for, by or
agai nst Buyer; Buyer's suspension or term nation of business or assignnent
for the benefit of creditors; or any event, whether or not simlar to the
foregoing, which in Seller's good faith belief mterially inpairs the
prospect of paynent or perfornmance by Buyer hereunder. Seller's rights to
cancel or ternminate set forth herein nay be exercised by Seller without
liability.

10. STATUTORY COWPLI ANCE: Seller continues to attenpt to conply
with all applicable |aws, standards and specifications. However, Seller is
not responsible for conpliance with any | aws, standards or specifications
applicable to the Products, their delivery, wuse, handling, |abeling,
transportation or disposal, whether of general or particular application,
unl ess Buyer has furnished specific witten notice thereof prior to
Seller's entry of Buyer's order and the President of Seller acknow edges in
witing receipt and acceptance as a part of the order such |aw, standard or
speci fication.

11. PERM SSI BLE VARI ATIONS: Seller has the right, without
giving notice to Buyer, prior to the delivery of Products to Buyer to nake
any changes in the conposition of the Products which, in the opinion of
Seller, does not affect the general characteristics or properties of the
Products. In addition, Seller may nake any change or variation in the
Products  which is within governmental or industry st andar ds or
specifications applicable at the tinme of manufacture without giving notice
to Buyer. Buyer will accept any Products which nmay incorporate any changes
in the conposition or specifications, and any increase in price resulting
fromsuch change will be paid by Buyer.

12. REPRESENTATI ONS BY AGENT OR REPRESENTATI VE: The terns of
this docunent shall govern the liability and obligations of Seller in
regard to the sale of Products, whether the sale was procured directly by
Seller or indirectly through an authorized sales representative. No agent,
enmpl oyee or representative of Seller has any authority to bind Seller to
any additional or contrary affirmation or representation concerning the
Products sold under this document. Unless an affirnation or representation
is specifically included within this document or is in witing signed by an
officer of Seller, it shall not be enforceable by Buyer or by any person
claimng by or through Buyer.

13. TERM NATI ON: Buyer may term nate the sales contract, in
whol e or in part, for Buyer's convenience upon witten notice to Seller, in
which event Seller shall be entitled to reasonable termination charges
consisting of a percentage of the contract price reflecting the percentage
of the work performed prior to receipt of Buyer's notice of termnation
plus actual costs resulting fromterm nation (including, but not limted
to, unrecoverable fixed overhead such as termination and reassignnent
expenses).

14. OANNERSHI P: The specifications, draw ngs, manufacturing
data and other information between Buyer and Seller in connection with the
contract are the property of the originating party and are disclosed in
confidence in the condition that they are not to be reproduced, copied, or
used for any purpose detrinmental to the interest of the other.

15. | NSURANCE: Seller's standard I nsurance Statenent shall
apply, which Seller shall furnish to Buyer upon request.

16. M SCELLANEQUS: Al sales are subject to approval by
Seller's credit departnment. Orders entered on Seller's books cannot be
count ermanded nor deliveries deferred except with Seller's witten consent

and wupon terns that will indemify Seller against all loss. The contract
arising hereunder will be governed by the local laws of the State of
Florida. |If any of the provisions hereof shall be held invalid, illegal or
unenforceable, the validity, legality and enforceability of the rengining
provisions shall in no way be affected or inpaired thereby.

No right or interest in the contract arising fromthis docunent
shall be assigned by Buyer and no del egation of any obligation owed by
Buyer shall be made wi thout the prior witten pernission of Seller.

The individual rights and renmedies of Seller reserved herein
shall be curmulative and additional to any other or further renedies
provided in law or equity. Wiver by Seller of performance or inaction
with respect to Buyer's breach of any provision hereof, or failure of
Seller to enforce any provision hereof which may establish a defense or



limtation of liability, shall not be deened a waiver of future conpliance
therewith or a course of performance nodifying such provision, and such
provision shall remain in full force and effect as witten.

As used herein, "Buyer" and "Seller" include the respective
heirs, executors, personal representatives, successors and permtted
assi gns of each.

Where these General Ternms and Conditions of Sale conflict with that
certain Master Distribution and License Agreenent (the << Distribution
Agreement >> dated May 22, 2003, by and anong Buyer and Seller, the terns
of the Distribution Agreement shall take precedence and control.

I'N ALL CASES CLERI CAL ERRORS ARE SUBJECT TO CORRECTI ON.

Form #
Rev. Date _

Speci al Ternms and Conditions of International Sales

For sales where the Buyer is in a country other than the United
States of Anerica, the followi ng shall apply in addition to (and shall take
precedence where in direct conflict with) the GENERAL TERMS AND CONDI TI ONS
OF SALE of Galaxy Nutritional Foods, Inc. ("Seller"). Were these Special
Terms and Conditions of International Sales conflict wth that certain
Master Distribution and License Agreenent (the <<Distribution Agreenment >>,
dated May 22, 2003, by and anpbng Buyer and Seller, the terns of the
Di stribution Agreement shall take precedence and control.

1. Shipnent: Delivery will be FOB US Port of Shipment (1NCO
Terns 2000). Al shipnments hereunder will be made in the Seller's standard
shipping packages to Buyer at Buyer's address as set forth in this
Agr eenent . Unl ess otherwi se instructed in witing by Buyer, Seller wll
select the carrier(s). Title and risk of loss to the Products purchased
under this Agreenent shall pass to Buyer upon delivery thereof to the first
carrier.

2. Taxes and Duties: Buyer shall bear all applicable federal,
state, nmunicipal and other government taxes (such as sales, value added,
use, or simlar taxes); all customs duties, and sinmlar charges (any agent
appoi nted for the purpose of inportation of the Products shall be the agent
of Buyer not Seller); and all personal property taxes assessable on or with
respect to the Products.

3. Customs O earance: Buyer shall performthe functions necessary
to clear the Products through all non-United States custons and simlar
controls, and it shall arrange for the transportation of the Products from
the Port of Entry to the Buyer.

4. Acceptance: Buyer shall inspect all Products pronptly upon
recei pt thereof at the shipping destination and may reject any Products
which fail in any significant respect to nmeet its specifications prevailing

on the date of delivery. Products not rejected by witten notification to
Seller wthin 30 days of receipt shall be deenmed to have been accepted.
Upon Seller's request, rejected Products shall be returned freight prepaid
to Seller's place of manufacture and shall be shipped within 10 days of
Seller's request. After receipt by Seller of properly rejected Products,
Seller shall, at its option replace properly rejected Products. Sel | er
will prepay transportation charges back to Buyer and shall reinburse Buyer
for any reasonable costs of transportation incurred by Buyer in connection
with the return to Seller of properly rejected Products. O herw se, Buyer
shal | pay transportation charges in both directions.

5. Payment: Al payments for Products ordered hereunder shall be
made within 30 days of the date of Seller's invoice to Buyer, in US.
Dol | ars. Al'l exchange, interest, banking, collection or other charges
shall be at the sole expense of Buyer. Oherw se, paynent terns in the

Ternms and Conditions of Sale of Seller apply.
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FOR | MVEDI ATE RELEASE: CONTACT:

June 2, 2003 Dawn M Robert, Investor Rel ations
Gal axy Nutritional Foods, Inc.
(407) 854-0433

GALAXY NUTRI TI ONAL FOODS ANNOUNCES
FI NANCI AL RESTRUCTURI NG

FI NOVA CAPI TAL & FI NOVA MEZZANI NE LOANS REMOVED;
TEXTRON FI NANCI AL PROVI DES NEW ASSET- BASED LOAN;
SOQUTHTRUST BANK PROVI DES ADDI TI ONAL FUNDI NG

ORLANDO, Florida (June 2, 2003) - Galaxy Nutritional Foods (AMEX: GXY), the
| eadi ng producer of nutritious plant-based dairy alternatives for the retail and
foodservice narkets, today announced that Textron Financial Cor por at i on
("Textron Financial") has replaced Finova Capital Corporation ("Finova Capital")
as the Conpany's asset-based | ender.

The new revolving line of credit from Textron Financial has a maximum facility
anpunt of $7.5 nmillion and an interest rate that is 2.25% ]| ower than the rate
previously charged by Finova Capital, whose line was due to mature July 1, 2003.

The Conpany will benefit from inproved cash availability based on the higher
advance rates provided by Textron Financial on eligible raw materials and
finished goods inventory (an increase of 21%over the npst recent advance rate

previously provided by Finova Capital) as well as on eligible accounts
receivable (an increase of 5%over the advance rate previously provided by
Finova Capital). The Textron Financial line of credit will be used for working

capital to support growth initiatives.

According to Christopher Gouskos, President of Textron Financial's Business
Credit Division, "we are looking forward to becom ng one of Galaxy's financial
partners and think it is a great fit for both conpani es". Gouskos further added,
" Qur relationship with Glaxy is indicative of our desire to find solid
conpani es who, for whatever reason, found thenselves caught up in the credit
crunch and provide themw th nmuch needed working capital ".

The Conpany al so announced that Sout hTrust Bank ("SouthTrust") has increased its
lending position in the Conpany wth a new $2 nmillion l|oan. The new | oan was
used to repay one-half of the Conpany's $4 nmillion subordinated debt with Finova
Mezzanine Capital, Inc. ("Finova Mezzanine"). The remaining $2 million bal ance
of the subordinated debt with Finova Mezzanine was repaid through private
pl acement proceeds, the details of which were al so announced today. The Conpany
has an $8.1 nmillion equi pment | oan outstanding with Sout hTrust which was renewed
and consolidated with the new $2 nillion loan. The new consolidated $10.1
mllion loan extends the maturity date on the original loan from March 2005 to
June 2009 with a nore favorable anortization. This new consolidated |oan bears
interest at the rate of prime plus 1% an increase of 1%over the prior term
| oan.

Additionally, the Conpany has restructured its $501,000 bridge loan with
Sout hTrust by extending the maturity date from October 2003 to April 2004 and
providing for a fully anortizing paynent schedule over the termof the |oan.
This will enable the conpany to have a streanlined payoff of this |loan versus a
bal | oon paynent.

The financial restructuring enconpassed by the above transactions and the
private placenents al so announced today, all of which closed May 30, 2003, wll
enabl e the Conpany to greatly inprove its bal ance sheet position by reducing its
short-term debt, as a percentage of total debt, from58%to 38%

Christopher J. New, Galaxy's CEOQO, said, "It is a pleasure to have two strong
partners such as Textron Financial and SouthTrust Bank. W welconme Textron
Financial as a new partner wth whomwe hope to enjoy a nutually beneficial
rel ationship for many years to cone. SouthTrust has renmined a steadfast partner
di spl ayi ng great confidence in our ability by expanding their relationship with
Gal axy. W thank them for their continued conmitnent to our conpany."

"Today's announcenent is a very exciting one for Galaxy," M. New continued. "It
is the result of many nonths of hard work by everyone involved. These events
will play a ngjor role in our ability to growour business efficiently as a
result of the additional working capital, reduced debt service and nore
favorabl e debt structure which will be provided by these transactions."

ABOUT GALAXY NUTRI TI ONAL FOODS, | NC.
Gal axy Nutritional Foods(R) is the |leading producer of health-pronoting
pl ant-based dairy and dairy-related alternatives for the retail and foodservice



markets. An exclusive, new and technologically advanced, safer "hot process" is
used to produce these phytonutrient-enriched products, nade fromnnature's best
grains - soy, rice and oats. Veggie products are low fat and fat free (saturated
fat and trans-fatty acid free), cholesterol and | actose free, are growh hornone
and antibiotic free, and have nore calcium vitamns and other mninerals than
conventional dairy products. Because they are made with plant proteins, the
products are nore environnmentally friendly and econonmically efficient than dairy
products derived solely fromaniml proteins. Galaxy's products are part of the
heal thy and natural foods category, the fastest grow ng segnent of the retail
food market. Gal axy brand nanes include: Galaxy Nutritional Foods(R); Veggie(R);
Nature's Alternative(TM; Veggie Lite Bakery(TM,; Veggie Cafe(TM; Soyco(R);
Soynmage(R); Wholesone Valley(R); Lite Bakery(R); and formagg(R). For nore
information, please visit Galaxy's website at: ww gal axyfoods.com This press
rel ease contains "forward-1ooking" statements within the neaning of the Private
Securities Litigation Reform Act of 1995. Such forward-1ooking statenents
invol ve known and unknown risks, uncertainties, or other factors which nay cause
actual results, performance or achievenents of the conpany to be materially
different fromany future results, performance or achievements expressed or
inmplied by such forward-1o0oking statements. Readers are cautioned not to place
undue reliance on those forward-looking statements, which speak only as of the
date hereof. The conpany undertakes no obligation to release publicly any
revisions to these forward-1ooking statenents to reflect events or circunstances
after the date hereof or to reflect unanticipated events or devel opnents.
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Gal axy Nutritional Foods, Inc.
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GALAXY NUTRI TI ONAL FOODS
SECURES $3.85 M LLION
EQUI TY RAI SE

FROVAGERI ES BEL S. A. & SUBWAY(R) FOUNDER FRED DELUCA ARE AMONG THE | NVESTORS

ORLANDO, Florida (June 2, 2003) - Galaxy Nutritional Foods (AMEX: GXY), a |eading
producer of nutritious plant-based dairy alternatives for the retail and
foodservice nmarkets, announced the conpletion of private placenments of its
common stock for an aggregate anount of $3, 850, 000.

In transactions that closed May 30, 2003, several investors purchased an
aggregate of 2,138,891 shares of common stock at a per share purchase price of
$1.80. $2 nillion of the proceeds fromthese transactions were used to repay
one-half of the principal of the Conpany's $4 nillion subordinated debt with
Fi nova Mezzanine Capital, Inc. The balance of the principal of the subordinated
debt was repaid through a $2 mllion loan from SouthTrust Bank, the details of
whi ch were al so announced today. The remaining private placenent proceeds will
be used for working capital purposes primarily for restocking inventory |levels
and narketing initiatives.

Fromageries Bel S. A, the nunber one branded cheese conmpany in Europe with sales
of $2.3 billion, was the largest investor in the private placenents with a $2
mllion investment. Fronmageries Bel is a |eading producer of innovative branded
cheeses that are sold in nearly one hundred countries throughout the world.
Their portfolio of nore than twenty international and donestic brands includes
M ni Babybel, The Laughi ng Cow, Kaukauna, Bonbel, Kiri, Port-Salut, Syl phide,
and recently acquired Leerdanmer.

An additional $1.85 nmillion was provided through private placenents by several

additional investors. M. Fred DeLuca, the Founder and Chairman of Subway(R),
increased his previous ownership position in Galaxy. Apollo Capital Managenent
Goup, L.P. and Apollo McroCap Partners, L.P., investment funds based in St.
Pet er sbur g, Florida, M. John S. Ruggieri, Gal axy's Vice President of

Manufacturing, and M. David H Lipka, a Director of the Conpany, also
participated in the private placenents.



Gal axy CEO, Christopher J. New stated, "W expect that the private placenents
reported today conbined with the beneficial terns provided by our new
asset-based |ender, Textron Financial, along with the increased support from
Sout hTrust Bank, will fuel our strategic growh plan for fiscal 2004. W thank
all of the investors who participated in the private placenents and appreciate
the confidence that they and others have shown in Galaxy and its nanagenent
team We will now be in a position to operate nore effectively and efficiently."”

The securities purchased in this private placement have not been registered
under the Securities Act of 1933, as amended. The securities have been acquired
for investnent and may not be re-offered, sold, transferred, pledged, or
assigned wthout an effective registration statenent for the securities under
the Securities Act of 1933 and the state securities act or blue sky act of any
state having jurisdiction thereof, or an opinion of counsel that registrationis
not required wunder said act or the securities act or blue sky act of any state
having jurisdiction with respect thereto.

ABOUT GALAXY NUTRI TI ONAL FOODS(R), | NC.

Gal axy Nutritional Foods(R) is the |leading producer of health-pronoting
pl ant-based dairy and dairy-related alternatives for the retail and foodservice
markets. An exclusive, new and technologically advanced, safer "hot process" is
used to produce these phytonutrient-enriched products, nade fromnnature's best
grains - soy, rice and oats. Veggie products are low fat and fat free (saturated
fat and trans-fatty acid free), cholesterol and | actose free, are growh hornone
and antibiotic free, and have nore calcium vitanm ns and other minerals than
conventional dairy products. Because they are made with plant proteins, the
products are nore environnmentally friendly and econonmically efficient than dairy
products derived solely fromaninal proteins. Galaxy's products are part of the
heal thy and natural foods category, the fastest growi ng segment of the retail
food market. Gal axy brand nanes include: Galaxy Nutritional Foods(R); Veggie(R);
Nature's Alternative(TM; Veggie Lite Bakery(TM; Veggie Cafe(TM; Soyco(R);
Soyrmage(R); Wholesone Valley(R); Lite Bakery(R); and formagg(R). For nore
information, please visit Galaxy's website at: ww. gal axyfoods.com This press
rel ease contains "forward-1ooking" statements within the neaning of the Private
Securities Litigation Reform Act of 1995. Such forward-looking statenents
i nvol ve known and unknown risks, uncertainties, or other factors which may cause
actual results, performance or achievenents of the conpany to be materially
different fromany future results, perfornance or achievenments expressed or
inplied by such forward-1ooking statements. Readers are cautioned not to place
undue reliance on those forward-1looking statenents, which speak only as of the
date hereof. The conpany undertakes no obligation to release publicly any
revisions to these forward-1ooking statements to reflect events or circunstances
after the date hereof or to reflect unanticipated events or devel opnents.
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GALAXY NUTRI TI ONAL FOODS ALI GNS W TH STRATEG C PARTNER,
FROVAGERI ES BEL S. A

COVPANY ENTERS | NTO MASTER DI STRI BUTI ON AND LI CENSI NG AGREEMENT,
FROVAGERI ES BEL'S SENIOR V. P. OF MARKETI NG JO NS GALAXY' S BOARD OF DI RECTORS

ORLANDO, Florida (June 2, 2003) - Galaxy Nutritional Foods (AMEX: GXY), the
| eadi ng producer of nutritious plant-based dairy alternatives for the retail and
foodservice markets, today announced that they have entered into a naster
distribution and licensing agreement with Fromageries Bel S A

Under the terns of the agreenent, Fromageries Bel has the exclusive rights to
distribute certain Galaxy products to the fifteen European Union States and to
nore than twenty-one other European countries and territories. The two conpani es
will share key learnings and nmarketing strategies and Fronageries Bel wll
create and support comercial plans for the developnent and distribution of



these products within their exclusive territories.

The Conpany al so announced the appointnment of M. Patrice M A Videlier, the
Senior Vice President of Marketing for Fronegeries Bel S. A, to the Conpany's
Board of Directors. M. Videlier has been a senior executive with Fronmageries
Bel since joining themin 1990. His various positions include: Vice President of
Strategic Marketing and New Product Developnent; Vice President of Natural
Cheese Division; Vice President in charge of marketing and sales of Bel's
Eur opean Division; and Vice President of Bel's International Wrldw de Division.
He has al so served as a director of Fromageries Bel since 1990. From 1969 to
1989, M. Videlier was a senior marketing executive for the Unilever Conpany.

Patrice Videlier comented, "The conpany, Fronageries Bel, which has been
traditionally focusing its activity on mlk-based products wth very strong,
branded properties, is seeking to be present in the fast grow ng narket of which
Gal axy has acquired a strong expertise and significant market share".

Christopher J. New, Galaxy's CEO, stated, "W are very pleased to have devel oped
this exciting strategic partnership with Fronageries Bel. Not only have they
invested in our future through the private placenments, which we also announced
today, but they have also denonstrated a strong belief and confidence in the
position of Galaxy's products by entering into this distribution agreenent. CQur
managenent teamis anxious to share know edge wth Bel's well-respected and
wi nni ng team and we expect that both conpanies wll benefit greatly fromthis
rel ationship,"

Charles L. Jarvie, Galaxy's Chairman of the Board stated, "W enthusiastically
wel come Patrice Videlier to our Board of Directors. He brings a wealth of
know edge and experience in branded cheese narketing and sales to Gal axy and
wi Il undoubtedly provide us with great marketing insight for both the U S. and
international markets. Patrice's background will be a terrific conplenent to the
expertise of Galaxy's other outside Directors, who are some of the forenpst
experts in their fields," M. Jarvie concluded.

ABQUT FROVAGERI ES BEL S. A

Fromageries Bel, with sales of approximately $2.3 billion, is the nunber one
branded cheese conmpany in Europe. They are a fanily-owned conpany, and |eading
producer of innovative branded cheeses that are sold in nearly one hundred

countries  throughout the world. Thei r portfolio of nore than twenty
international and donestic brands includes Mni Babybel, The Laughing Cow,
Kaukauna, Bonbel, Kiri, Port - Sal ut, Syl phi de, and the recently acquired
Leerdanmer. Bel/Kaukauna Cheese U.S. A, is a leader in the refrigerated cheese
spreads category and has recently added Connoisseur brand, an upscale |ine of
spreadabl e Eur opean-styl e cheeses. Fromageries Bel, operates twenty-two

production plants throughout the world, produces 235,000 tons of branded cheese,
and has a workforce of approximately 9,300 persons.

ABOUT GALAXY NUTRI TI ONAL FOODS(R), | NC.

Gal axy Nutritional Foods(R) is the leading producer of health-pronoting
pl ant-based dairy and dairy-related alternatives for the retail and foodservice
markets. An exclusive, new and technol ogically advanced, safer "hot process" is
used to produce these phytonutrient-enriched products, nade fromnature's best
grains - soy, rice and oats. Veggie products are low fat and fat free (saturated
fat and trans-fatty acid free), cholesterol and | actose free, are growh hornone
and antibiotic free, and have nore calcium vitanm ns and other minerals than
conventional dairy products. Because they are made with plant proteins, the
products are nore environmentally friendly and econonmically efficient than dairy
products derived solely fromaniml proteins. Galaxy's products are part of the
heal thy and natural foods category, the fastest growi ng segnent of the retail
food market. Gal axy brand names include: Galaxy Nutritional Foods(R); Veggie(R);
Nature's Alternative(TM; Veggie Lite Bakery(TM; Veggie Cafe(TM; Soyco(R);
Soynmage(R); Wolesome Valley(R); Lite Bakery(R); and formagg(R). For nore
information, please visit Galaxy's website at: ww. gal axyfoods. com

This press rel ease contains "forward-|ooking" statenents within the nmeaning of
the Private Securities Litigation Reform Act of 1995. Such forward-Iooking
statenents involve known and unknown risks, uncertainties, or other factors
whi ch may cause actual results, performance or achi evements of the conpany to be
materially different fromany future results, performance or achievenents
expressed or inplied by such forward-1ooking statements. Readers are cautioned
not to place undue reliance on those forward-looking statenents, which speak
only as of the date hereof. The conpany undertakes no obligation to release
publicly any revisions to these forward-1ooking statenents to reflect events or
circunstances after the date hereof or to reflect wunanticipated events or
devel opnent s.



