Docket #0085 Date Filed: 1/31/2013

UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11
SCHOOL SPECIALTY, INC. e al.,! Case No. 13-10125 (KJC)
Jointly Administered
Debtors.
Re: Docket Nos. 12, 13,59 & 57

CERTIFICATION OF COUNSEL

The undersigned hereby certifies as follows:

1. On January 28, 2012 (the “Petition Date”), the Debtors filed the Debtors’
Motion for Entry of an Interim and Final Orders (I) Authorizing Debtors (A) to Obtain
Postpetition Financing Pursuant to 11 US.C. 9§ 105, 361, 362, 364(c)(1), 364(c)(2), 364(c)(3),
364(d)(1), 364(e) and 507 and (B) to Utilize Cash Collateral Pursuant to 11 U.S.C. § 363, (C) to
Grant Priming Liens and Superpriority Claims to the DIP Lenders, (D) to Provide Adequate
Protection to Prepetition Secured Parties Pursuant to 11 U.S.C. §$ 361, 362, 363 and 364, and
(E) to Repay in Full Amounts Owed in Connection with the Prepetition Secured Loans or
Otherwise Converting the Prepetition Secured Obligation into Postpetition Secured Obligations,
(I1) Scheduling Final Hearing Pursuant to Bankruptcy Rules 4001(a) and (c); and (II) Granting
Related Relief [Docket No. 12] (the “Motion™).?

2. On January 29, 2013, the Office of the United States Trustee (the “U.S.

Trustee™) filed the Objection and Reservation of Rights of the United States Trustee to the

The Debtors in these cases, along with the last four digits of each Debtor’s federal tax identification number and
state of incorporation, are: School Specialty, Inc. (Wisc.; 1239), Bird-In-Hand Woodworks, Inc. (N.J.; 8811),
Califone International, Inc. (Del.; 3578), Childcraft Education Corp. (N.Y.; 9818), ClassroomDirect.com, LLC
(Del; 2425), Delta Education, LLC (Del.; 8764), Frey Scientific, Inc. (Del.; 3771), Premier Agendas, Inc.
(Wash,; 1380), Sax Arts & Crafts, Inc. (Del.; 6436), and Sportime, LLC (Del.; 6939). The address of the
Debtors’ corporate headquarters is W6316 Design Drive, Greenville, Wisconsin 54942,

All capitalized terms not defined herein shall have the meanings ascribed to them in the Motion.

1310125130131000000000001
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Debtors Motion for Entry of Interim and Final Orders (I) Authorizing Debtors (A) to Obtain
Post-petition Financing Pursuant to 11 US.C. §§ 105, 361, 362, 364(c)(1), 364(c)(2), 364(c)(3),
364(d)(1), 364(e) and 507 and (B) to Utilize Cash Collateral Pursuant to 11 U.S.C. § 363, (C) to
Grant Priming Liens and Superpriority Claims to the DIP Lenders, (D) to Provide Adequate
Protection to Prepetition Secured Parties Pursuant to 11 U.S.C. §§ 361, 362, 363 and 364, and
(E) to Repay in Full Amounts Owed in Connection with the Prepetition Secured Loans or
Otherwise Converting the Prepetition Secured Obligation into Postpetition Secured Obligations

[Docket No. 57] (the “U.S. Trustee Objection”) and the Steering Committee for the Convertible

Noteholders of School Specialty, Inc. (the “Noteholders Committee™) filed the Objection of the

Steering Committee of Convertible Noteholders of School Specialty, Inc. to Debtors Motion of
Debtors for Entry of Interim and Final Orders (I) Authorizing Debtors (4) to Obtain Postpetition
Financing Pursuant to 11 US.C. §5 105, 361, 362, 364(c)(1), 364(c)(2), 364(c)(3), 364(d)(1),
364(e) and 507 and (B) to Utilize Cash Collateral Pursuant to 11 U.S.C. § 363, (C) to Grant
Priming Liens and Superpriority Claims to the DIP Lenders, (D) to Provide Adequate Protection
to Prepetition Secured Parties Pursuant to 11 US.C. §§ 361, 362, 363 and 364, and (E) to
Repay in Full Amounts Owed in Connection with the Prepetition Secured Loans or Otherwise
Converting the Prepetition Secured Obligation into Postpetition Secured Obligations, (II)
Scheduling Final Hearing Pursuant to Bankruptcy Rules 4001(a) and (c); and (III) Granting

Related Relief [Docket No. 59] (the “Noteholder Committee Objection,” together with the U.S.

Trustee Objection, the “Objections™).

3. The Motion and the Objections were heard by the Court on January 30,

2013 (the “First Day Hearing”).
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4. During the course of the First Day Hearing, the DIP Lenders proposed
certain modifications to the relief requested in the Motion and, after hearing testimony and
arguments, the Court made certain rulings, which have been collectively incorporated into a

revised proposed form of order (the “Revised Proposed Order”), a copy of which is attached

hereto as Exhibit 1. For the convenience of the Court and parties in interest, attached hereto as

Exhibit 2 is a blackline reflecting the changes made to the proposed form of order filed with the

Motion.

5. The Revised Proposed Order was circulated to the U.S. Trustee, counsel to
the DIP Lenders, and counsel to the Notcholders Committee at approximately 9:40 p.m.
(prevailing eastern time) on January 30, 2013. The DIP Lenders consent, and the U.S. Trustee
does not object, to the entry of the Revised Proposed Order. This morning, the Notcholders
Committee asked for the insertion of one additional clarification, which was incorporated. The

Debtors respectfully request that the Court enter the Revised Proposed Order at its earliest

convenience.

Dated: January 31, 2013 YOUNG CONAWAY STARGATT & TAYLOR, LLP
Wilmington, Delaware

/s/ Morgan L. Seward
Pauline K. Morgan (No. 3650)
Maris J. Kandestin (No. 5294)
Morgan L. Seward (No. 5388)
Rodney Square
1000 North King Street
Wilmington, Delaware 19801
Telephone: (302) 571-6600
Facsimile: (302) 571-1253

-and -
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PAUL, WEISS, RIFKIND, WHARTON & GARRISON LLP
Alan W. Kornberg

Jeffrey D. Saferstein

Lauren Shumejda

1285 Avenue of the Americas

New York, New York 10019

Telephone: (212) 373-3000

Facsimile: (212) 757-3990

Proposed Counsel to the Debtors and
Debtors-in-Possession



EXHIBIT 1

Revised Proposed Order
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

X
In re: : Chapter 11
SCHOOL SPECIALTY, INC., et aL,' : Case No. 13-10125(KJC)
Jointly Administered
Debtors.
X Re: Doc No. 12, 13

INTERIM ORDER (I) AUTHORIZING DEBTORS TO (A) OBTAIN POSTPETITION
FINANCING PURSUANT TO 11 U.S.C. §§ 105, 361, 362, 364(C)(1), 364(C)(3), 364(D)(1),
364(E) AND 507, (B) UTILIZE CASH COLLATERAL PURSUANT TO 11 U.S.C. § 363,
(C) GRANT PRIMING LIENS AND SUPERPRIORITY CLAIMS TO THE DIP
LENDERS, (D) PROVIDE ADEQUATE PROTECTION TO PREPETITION SECURED
PARTIES PURSUANT TO 11 U.S.C. §§ 361, 362, 363 AND 364, AND (E) USE CASH
COLLATERAL TO REDUCE OBLIGATIONS ARISING UNDER THE ABL CREDIT
AGREEMENT, (IT) SCHEDULING A FINAL HEARING PURSUANT TO
BANKRUPTCY RULES 4001(B) AND (C) AND (IIT) GRANTING RELATED RELIEF

Upon the motion (the “Motion™),” dated January 28, 2013, of School Specialty, Inc.

(“School Specialty” and, together with certain of its affiliates, the “Borrowers”) and its affiliated

debtors and debtors-in-possession (collectively, the “Debtors™) in the above-captioned cases (the

“Chapter 11 Cases”) pursuant to sections 105, 361, 362, 364(c)(1), 364(c)(3), 364(d)(1), 364(e)

and 507 of title 11 of the United States Code, 11 U.S.C. §§ 101, ef seq. (the “Bankruptcy Code”),

Rules 2002, 4001 and 9014 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy
Rules”) and the Local Bankruptcy Rules (the “Local Rules”) of the United States Bankruptcy

Court for the District of Delaware (the “Bankruptcy Court™), seeking, among other things:

! The Debtors in these cases, along with the last four digits of each Debtor’s federal tax identification
number and state of incorporation, are: School Specialty, Inc. (Wisc.; 1239), Bird-In-Hand Woodworks, Inc. (N.J.;
8811), Califone International, Inc. (Del.; 3578), Childcraft Education Corp. (N.Y.; 9818), ClassroomDirect.com,
LLC (Del.; 2425), Delta Education, LLC (Del.; 8764), Frey Scientific, Inc. (Del.; 3771), Premier Agendas, Inc.
(Wash.; 1380), Sax Arts & Crafts, Inc. (Del.; 6436), and Sportime, LLC (Del.; 6939). The address of the Debtors’
corporate headquarters is W6316 Design Drive, Greenville, Wisconsin 54942,

? Capitalized term used but not defined herein shall have the meanings ascribed to such terms in the
Motion.
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(a) authorization for each Borrower to obtain postpetition financing and to guaranty
the obligations of each other Borrower in connection with the DIP Financing (as defined below),
and for each of the other Debtors and certain of their non-debtor affiliates (the “Guarantors™) to
guaranty the Borrowers’ obligations in connection with the DIP Financing, consisting of:

(1) a super-priority credit facility made available to the
Borrowers in an aggregate principal amount of up to $144,665,931.42 consisting

of (A) a credit facility in the amount of $50,000,000 in respect of new money

funding (the “Bayside DIP Facility”); and (B) $94,665,931.42 in respect of the
Prepetition Term Loan Debt (as defined below),® subject to the terms and
conditions hereof, with Bayside Finance, LLC (“Bayside” and, in its capacity as

agent under the Bayside DIP Facility, the “Bayside DIP Agent”), for itself and

one or more funds managed and/or advised by Bayside and its designees (the

“Bayside DIP Lenders”); and

(ii) a super-priority revolving credit facility made available to
the Borrowers in an aggregate principal amount of up to $175,000,000 (the “ABL
DIP Facility” and, together with the Bayside DIP Facility, the “DIP Financing”)
with Wells Fargo Capital Finance, LLC (“Wells Fargo”) or an affiliate acting as

administrative agent (in such capacity, the “ABL DIP Agent” and, together with

the Bayside DIP Agent, the “DIP_Agents™) for itself and a syndicate of financial

institutions (collectively, the “ABL DIP Lenders” and, together with the Bayside

DIP Lenders, the “DIP Lenders”);

¥ As set forth below, this portion of the relief requested in the Motion was withdrawn at the Interim Hearing
(as defined below). For the avoidance of doubt, the terms "Bayside DIP Facility" and "DIP Financing" shall not
include any prepetition amounts with respect to "prepetition term loan debt.”
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(b) authorization for the Debtors to execute and deliver final documentation
consistent with the terms of, (i) with respect to the Bayside DIP Facility, the form of credit
agreement attached to the Motion as Exhibit B (as amended, supplemented or modified from

time to time, including pursuant to this Interim Order, the “Bayside DIP Credit Agreement”) and,

(i1) with respect to the ABL DIP Facility, the form of credit agreement attached to the Motion as
Exhibit C (as amended, supplemented or modified from time to time, including pursuant to this

Interim Order, the “ABL DIP Credit Agreement” and, together with the Bayside DIP Credit

Agreement, the “DIP Credit Agreements”), each of which shall be in form and substance

acceptable to the Bayside DIP Agent and the ABL DIP Agent, and filed with the Bankruptcy
Court contemporancously with the filing of the Motion, and to perform such other and further
acts as may be required in connection with the DIP Credit Agreements and all such instruments

or documents as may be executed and delivered in connection therewith or which relate thereto

(collectively with the DIP Credit Agreements, the “DIP Documents™);

(c) authorization for the Debtors to: (i) use all cash collateral consisting of proceeds
of ABL Priority Collateral (as defined in the DIP Intercreditor Agreement) coming into the
possession or control of the Debtors to reduce the Obligations (as defined in the Credit

Agreement dated as of May 22, 2012 (as amended, supplemented or otherwise modified from

time to time, the “Prepetition ABL Credit Agreement”) amohg certain of the Debtors, Wells

Fargo, as administrative agent and co-collateral agent (in such capacities, the “Prepetition ABL

Agent”), and the lenders and other entities party thereto (collectively, the “Prepetition ABL

Lenders™)) and, to the extent allowable under Bankruptcy Code section 506(b), pay (A) interest
at the default rate set forth in the Prepetition ABL Credit Agreement, (B) all fees, costs, expenses

and other charges due or coming due under the Prepetition ABL Documents or in connection

01:13235383.1
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with the Prepetition ABL Debt (each as defined below), regardless of whether such fees, costs,
interest and other charges are included in the budget set forth in the Prepetition ABL Documents,
and (C) all costs and expenses at any time incurred by the Prepetition ABL Agent and Prepetition
ABL Lenders in connection with (x) the negotiation, preparation and submission of this Interim
Order (as defined below) and any other order or document related hereto and (y) the
representation of the Prepetition ABL Agent and the Prepetition ABL Lenders in the Chapter 11
Cases, including in defending against any Lender Claim (as defined below) (such amounts set

forth in subclauses (A) through (C), collectively, the “Allowable ABL 506(b) Amounts” and,

together with the Obligations (as defined in the Prepetition ABL Credit Agreement), the

“Prepetition ABL Debt”) arising under or in connection with the Prepetition ABL Credit

Agreement and the Loan Documents (as defined in the Prepetition ABL Credit Agreement)
executed in connection therewith (collectively with the Prepetition ABL Credit Agreement, the

“Prepetition ABL Documents™); (ii) upon entry of this Interim Order, use the proceeds of the

ABL DIP Facility to fully repay or otherwise satisfy the Prepetition ABL Debt; and (iii) deem
any extant letters of credit and Bank Product Obligations (as defined in the Prepetition ABL
Credit Agreement) to be issued or otherwise incurred under the ABL DIP Credit Agreement
(such Prepetition ABL Debt, letter of credit obligations and Bank Product Obligations,

collectively, the “ABL Roll Up Obli,qations”);4

(d) the granting of adequate protection to the secured parties under the Prepetition
ABL Credit Agreement and the Credit Agreement dated as of May 22, 2012 (as amended,

restated, supplemented or otherwise modified from time to time, the “Prepetition Term Loan

Credit Agreement” and, together with the Prepetition ABL Credit Agreement, the “Prepetition

* This portion of the relief requested in the Motion has been modified as set forth herein.
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Credit Agreements™) among School Specialty, the borrowers and guarantors party thereto, the

lenders party thereto (collectively, the “Prepetition Term Loan Lenders” and, together with the

Prepetition ABL Lenders, the “Prepetition Secured Lenders”) and Bayside, as administrative

agent (in such capacity, the “Prepetition Term Loan Agent” and, together with the Prepetition

ABL Agent, the “Prepetition Agents™), and each loan document executed in connection with the

Prepetition Term Loan Credit Agreement (collectively with the Prepetition Term Loan Credit

Agreement, the “Prepetition Term Loan Documents” and, together with the Prepetition ABL

Documents, the “Prepetition Loan Documents™), whose liens and security interests are being
primed by the DIP Financing;

(e) authorization for the Debtors to use any Cash Collateral (as defined below) in
which the Prepetition ABL. Agent, any Prepetition ABL Lender, the Prepetition Term Loan

Agent or any Prepetition Term Loan Lender (collectively, the “Prepetition Secured Parties”) may

have an interest and the granting of adequate protection to the Prepetition Secured Parties with
respect to, inter alia, such use of their Cash Collateral and all use and diminution in the value of
their respective interests in collateral;

® pursuant to Bankruptcy Rule 4001, that an interim hearing (the “Interim
Hearing”) on the Motion be held before this Court to consider entry of the proposed interim
order annexed to the Motion (the “Interim Order”), among other things, (i) authorizing each
Borrower, on an interim basis, to borrow forthwith from the DIP Lenders under the DIP
Documents up to an aggregate principal or face amount not to exceed (A)$175,000,000
pursuant to the ABL DIP Facility and (B) $25,000,000 under the Bayside DIP Facility (in each

case, subject to any limitations on borrowings under the applicable DIP Documents and in
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accordance with the Approved Budget (as defined in the DIP Credit Agreements),’
(ii) authorizing each Borrower to guaranty the DIP Obligations (as defined below) of each other
Borrower and the Guarantors to guaranty the DIP Obligations of each Borrower, (iii) authorizing
the Debtors’ use of Cash Collateral, and (iv) granting the adequate protection described herein;
and

(g) that this Court schedule a final hearing (the “Final Hearing”) to be held within
thirty (30) days of the entry of the Interim Order to consider entry of a final order (the “Final
Order”) authorizing the balance of the DIP Financing (including the balance of the ABL DIP
Facility) under the DIP Documents on a final basis, as set forth in the Motion and the DIP
Documents filed with this Court.

Due and appropriate notice of the Motion under the circumstances, the relief requested
therein and the Interim Hearing having been served by the Debtors on the forty (40) largest
unsecured creditors of the Debtors, the DIP Agents, the DIP Lenders, the Prepetition Agents, the
Prepetition Secured Lenders, the Office of the United States Trustee for the District of Delaware
(the “U.S. Trustee™), the Internal Revenue Service and the Securities and Exchange Commission
in compliance with Bankruptcy Rule 4001(b) and (c) and the Local Rules; the Interim Hearing
having been held by this Court on January 30, 2013; and upon the record made by the Debtors at
the Interim Hearing and after due deliberation and consideration and sufficient cause appearing

therefor;
IT IS FOUND, DETERMINED, ORDERED AND ADJUDGED, that:

1. Disposition. The Motion is granted on an interim basis in accordance with the

terms of this Interim Order. Any objections to the Motion with respect to the entry of this

’ The Approved Budget is attached hereto as Exhibit A.
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Interim Order that have not been withdrawn, waived or settled, and all reservations of rights
included therein, are hereby denied and overruled. This Interim Order shall become effective
immediately upon entry. The DIP Intercreditor Agreement (as defined below) and that certain

Intercreditor Agreement dated as of May 22, 2012 (as amended, supplemented or modified from

time to time, the “Prepetition Intercreditor Agreement” and, together with the DIP Intercreditor

Agreement, the “Intercreditor Agreements”) in all respects are “subordination agreements” for

purposes of Bankruptcy Code section 510(a).

2. Jurisdiction. This Court has core jurisdiction over the Chapter 11 Cases, the
Motion and the parties and property affected hereby pursuant to 28 U.S.C. §§ 157(b) and 1334.
Venue is proper before this Court pursuant to 28 U.S.C. §§ 1408 and 1409. The predicates for
the relief sought herein are Bankruptcy Code sections 105, 361, 362, 363 and 364, Bankruptcy
Rules 2002, 4001 and 9014 and the Local Rules.

3. Notice. Under the circumstances, the notice given by the Debtors of the Motion,
the relief requested therein and the Interim Hearing constitutes appropriate, due and sufficient
notice thereof and complies with Bankruptcy Rule 4001(b) and (¢) and the Local Rules, and no
further notice of the relief sought at the Interim Hearing is necessary or required.

4. Debtors’ Stipulations. Without prejudice to the rights of any other party (but
which are subject to the limitations thereon contained in paragraph 23), the Debtors admit,
stipulate and agree that:

(a) As of the date of the commencement of the Chapter 11 Cases (the

“Petition Date”):

(1) the Debtors party to or otherwise obligated under the

Prepetition Term Loan Documents, without defense, counterclaim or offset of any
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kind, were jointly and severally indebted and liable to the Prepetition Term Loan
Lenders under the Prepetition Term Loan Documents in the aggregate principal
amount of $92,054,001.06 (including the Early Payment Fee, as defined in the
Prepetition Term Loan Credit Agreement) plus $2,606,866.33 in accrued and
unpaid interest, plus expenses (including any attorneys’, accountants’, appraisers’
and financial advisors’ fees that are chargeable or reimbursable under the
Prepetition Term Loan Documents), charges, Obligations (as defined in the
Prepetition Term Loan Credit Agreement) and all other obligations incurred in
connection therewith as provided in the Prepetition Term Loan Documents

(collectively, the “Prepetition Term Loan Debt” and, together with the ABL Roll

Up Obligations, the “Prepetition Debt”), which Prepetition Term Loan Debt is

secured by (collectively, the “Prepetition Term Loan Security Interests”):

(X) first priority liens on and security interests in the Term Loan Priority
Collateral (as defined in that certain Intercreditor Agreement dated as of January
31, 2013 by and between the ABL DIP Agent and the Bayside DIP Agent (the

“DP_Intercreditor Agreement”)); and (Y) second priority liens on and security

interests in the ABL Priority Collateral (as defined in the DIP Intercreditor

Agreement); and

(ii) the Debtors party to or otherwise obligated under the
Prepetition ABL Documents, without defense, counterclaim or offset of any kind,
were jointly and severally indebted and liable to the Prepetition ABL Lenders in
the aggregate principal amount of not less than $43.496 million in respect of loans

and Letters of Credit (as defined in the Prepetition ABL Credit Agreement) made



by the Prepetition ABL Lenders plus the Allowable ABL 506(b) Amounts and all
other Obligations (as defined in the Prepetition ABL Credit Agreement), secured
by (X) first priority liens on and security interests in the ABL Priority Collateral

(together with the Term Loan Priority Collateral, the “Prepetition Priority

Collateral™) and (Y) second priority liens on and security interests in the Term

Loan Priority Collateral (collectively, the “Prepetition ABL Security Interests”

and, together with the Prepetition Term Loan Security Interests, the “Prepetition

Security Interests™); and

(b) The Prepetition Debt constitutes the legal, valid and binding obligation of the
respective Debtors named in the Prepetition Loan Documents, enforceable in accordance with its
terms (other than in respect of the stay of enforcement arising from Bankruptcy Code section
362).

(©) No portion of the Prepetition Debt or any payments made to the Prepetition
Agents or the Prepetition Secured Lenders or applied to the obligations owing under the
Prepetition Loan Documents prior to the Petition Date is subject to avoidance, recharacterization,
recovery, subordination, attack, offset, counterclaim, defense or “claim” (as defined in the
Bankruptcy Code) of any kind pursuant to the Bankruptcy Code or other applicable law.

(d) The Debtors hold no valid or enforceable “claims” (as defined in the Bankruptcy
Code), counterclaims, causes of action, defenses or setoff rights of any kind against any of the
Prepetition Agents or the Prepetition Secured Lenders. Each Debtor hereby forever waives and
releases any and all “claims” (as defined in the Bankruptcy Code), counterclaims, causes of
action, defenses or setoff rights against each of the Prepetition Agents and each of the Prepetition

Secured Lenders, whether arising at law or in equity, including any recharacterization,
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subordination, avoidance or other claim arising under or pursuant to section 105 or chapter 5 of
the Bankruptcy Code or under any other similar provisions of applicable state or federal law;
provided, however, that nothing herein or in any of the DIP Documents shall operate as a release
or waiver of any claims or causes of action held by any party (including, without limitation, any
of the Debtors) against any Debtor, any “affiliate” of any Debtor (as defined in the Bankruptcy
Code) or any officer, director or direct or indirect sharecholder (or affiliate thereof) of any Debtor.

(e) The Prepetition Security Interests granted to the Prepetition Agents in the
Prepetition Priority Collateral pursuant to and in connection with the Prepetition Loan
Documents, including, without limitation, all security agreements, pledge agreements,
mortgages, deeds of trust and other security documents executed by any of the Debtors in favor
of the Prepetition Agents, for such Prepetition Agents’ benefit and for the benefit of the
applicable Prepetition Secured Lenders, (i) are valid, binding, perfected and enforceable liens
and security interests in the real and personal property described in the Prepetition Loan
Documents, (ii) are not subject, pursuant to the Bankruptcy Code or other applicable law, to
avoidance, recharacterization, recovery, subordination, attack, offset, counterclaim, defense or
“claim” (as defined in the Bankruptcy Code) of any kind, (iii) are subject and subordinate only to
(A) the DIP Liens (as defined below), (B) the Carve-Out (as defined below) to which the DIP
Liens are subject and (C) valid, perfected and unavoidable liens and security interests permitted
under the applicable Prepetition Loan Documents, but only to the extent that such liens and
security interests are permitted by the applicable Prepetition Loan Documents to be senior to or
pari passu with the applicable Prepetition Security Interests, and (iv) constitute the legal, valid
and binding obligation of the Debtors, enforceable in accordance with the terms of the applicable

Prepetition Loan Documents.
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5. Findings Regarding the DIP Financing.

(a) Good cause has been shown for the entry of this Interim Order.

(b) The Debtors have an immediate need to obtain the DIP Financing and use Cash
Collateral to permit, among other things, the orderly continuation of the operation of their
businesses, to maintain business relationships with vendors, suppliers and customers, to make
payroll, to make capital expenditures and to satisfy other working capital and operational needs.
The access of the Debtors to sufficient working capital and liquidity through the use of Cash
Collateral, incurrence of new indebtedness for borrowed money and other financial
accommodations is vital to the preservation and maintenance of the going concern values of the
Debtors and to a successful reorganization of the Debtors.

() The Debtors are unable to obtain financing on more favorable terms from sources
other than the DIP Lenders under the DIP Documents and are unable to obtain adequate
unsecured credit allowable under Bankruptcy Code section 503(b)(1) as an administrative
expense. The Debtors are also unable to obtain secured credit allowable under Bankruptcy Code
sections 364(c)(1), 364(c)(2) and 364(c)(3) for the purposes set forth in the DIP Credit
Agreements without the Debtors (i) granting to the DIP Agents and the DIP Lenders, subject to
the Carve-Out as provided for herein, the DIP Liens and the Superpriority Claims (as defined
below) under the terms and conditions set forth in this Interim Order and in the DIP Documents
and (ii) to the extent set forth in this Interim Order, using Cash Collateral consisting of ABL
Priority Collateral coming into the possession or control of the Debtors to pay or otherwise

satisfy any ABL Roll Up Obligations.
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(d) The terms of the DIP Financing and the use of Cash Collateral are fair and
reasonable, reflect the Debtors’ exercise of prudent business judgment and constitute reasonably
equivalent value and fair consideration.

(e) The DIP Financing has been negotiated in good faith and at arm’s length among
the Debtors, the DIP Agents and the DIP Lenders, and all of the Debtors’ obligations and
indebtedness arising under, in respect of or in connection with the DIP Financing and the DIP
Documents, including without limitation, all loans and Letters of Credit (as defined in the ABL
DIP Facility), the Bayside DIP Facility, the use of Cash Collateral consisting of ABL Priority
Collateral coming into the possession or control of the Debtors to pay or otherwise satisfy ABL
Roll Up Obligations to the extent authorized pursuant to this Interim Order, and the balance of
the ABL DIP Facility made to and all guarantees issued by the Debtors pursuant to the DIP
Documents, and any other obligations under the DIP Documents (including, with respect to the
ABL DIP Facility, all Bank Product Obligations) (all of the foregoing collectively, the “DIP
Obligations™), shall be deemed to have been extended by the DIP Agents and the DIP Lenders
and their affiliates in good faith, as that term is used in Bankruptcy Code section 364(e), and in
express reliance upon the protections offered by Bankruptcy Code section 364(e), and the DIP
Obligations, the DIP Liens and the Superpriority Claims shall be entitled to the full protection of
Bankruptcy Code section 364(e) in the event that this Interim Order or any provision hereof is
vacated, reversed or modified, on appeal or otherwise.

i) The Debtors have requested entry of this Interim Order pursuant to Bankruptcy
Rules 4001(b)(2) and 4001(c)(2) and the Local Rules. Absent granting the relief sought by this

Interim Order, the Debtors’ estates will be immediately and irreparably harmed. Consummation
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of the DIP Financing and authorization of the use of Cash Collateral in accordance with this
Interim Order and the DIP Documents is therefore in the best interests of the Debtors’ estates.

6. Authorization of the DIP Financing and the DIP Credit Agreements.

(a) The Debtors are hereby authorized to execute and enter into the DIP Documents,
including the Bayside DIP Credit Agreement and the ABL DIP Credit Agreement, and the DIP
Credit Agreements and other DIP Documents are hereby approved, as modified herein. The DIP
Credit Agreements and this Interim Order shall govern the financial and credit accommodations
to be provided to the Debtors by the DIP Lenders; provided that in the event of a conflict
between the DIP Credit Agreements and this Interim Order, this Interim Order shall control.

(b) The Borrowers are hereby authorized to borrow money pursuant to the DIP Credit
Agreements, and the Borrowers and the Guarantors are hereby authorized to guaranty such
borrowings, up to an aggregate principal or face amount of (i) $175,000,000 pursuant to the ABL
DIP Facility, which, to the extent authorized pursuant to this Interim Order, shall include the
ABL Roll Up Obligations (plus interest, fees and other expenses and amounts provided for in the
DIP Credit Agreements in respect of the DIP Financing) and (ii) $25,000,000 under the Bayside

DIP Facility (collectively, the “Borrowed Amount”).

() The Borrowed Amount may be used in accordance with the terms of this Interim
Order and the DIP Credit Agreements (and subject to the Approved Budget provided for under
the Bayside DIP Credit Agreement and the ABL DIP Credit Agreement) to, among other things,
(x) provide working capital for the Borrowers and the Guarantors (including, without limitation,
foreign affiliates guaranteeing the DIP Obligations) and (y) pay interest, fees and expenses in
accordance with this Interim Order and the DIP Documents (including, for the avoidance of

doubt, the fees and expenses of the DIP Lenders’ professionals, whether incurred pre- or
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postpetition). In addition, to the extent authorized pursuant to this Interim Order, proceeds of the
ABL DIP Facility may be used, subject to the rights of parties set forth in paragraph 23 herein, to
use all Cash Collateral consisting of proceeds of the ABL Priority Collateral coming into the
possession or control of the Debtors to reduce the ABL Roll Up Obligations. The Debtors are
also authorized to incur Bank Product Obligations pursuant to the terms of the ABL DIP Facility,
including overdrafts and related liabilities arising from treasury, depository and cash
management services including any automated clearing house fund transfers provided to or for
the benefit of the Debtors by the ABL DIP Agent or any of its affiliates, provided, however, that
nothing herein shall require the ABL. DIP Agent or any other party to incur overdrafts or to
provide any such services or functions to the Debtors. The Debtors shall not (A) use the
proceeds of the ABL DIP Facility or any proceeds of the ABL Priority Collateral to (i) repay or
prepay any of the Prepetition Term Loan Debt or the Bayside DIP Facility, (ii) pay any Taxes (as
defined in the ABL DIP Credit Agreement) upon or as a result of the Disposition (as defined in
the DIP Intercreditor Agreement) of Term Loan Priority Collateral or (iii) affirmatively
commence or support, or to pay any professional fees incurred in connection with, any adversary
proceeding, motion or other action that seeks to challenge, contest or otherwise seek to impair or
object to the validity, extent, enforceability or priority of the liens, claims or rights in favor of the
DIP Agents, any DIP Lender, the Prepetition Agents or any Prepetition Lender; or (B) use the
proceeds of the Bayside DIP Facility or any proceeds of the Term Loan Priority Collateral to
(x) repay or prepay any of the Prepetition ABL Debt or the ABL Roll Up Obligations, (y) pay
any Taxes (as defined in the Bayside DIP Credit Agreement) upon or as a result of the
Disposition of the ABL Priority Collateral or (z) affirmatively commence or support, or to pay

any professional fees incurred in connection with, any adversary proceeding, motion or other
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action that seeks to challenge, contest or otherwise seek to impair or object to the validity, extent,

enforceability or priority of the liens, claims or rights in favor of the DIP Agents, any DIP

Lender, the Prepetition Agents or any Prepetition Lender.

(d)

In furtherance of the foregoing and without further approval of this Court, each

Debtor is authorized and directed to perform all acts, to make, execute and deliver all

instruments and documents (including, without limitation, the execution or recordation of

security agreements, mortgages and financing statements), and to pay all fees, that may be

reasonably required or necessary for the Debtors’ performance of their obligations under the DIP

Financing, including, without limitation:
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) the execution, delivery and performance of the DIP
Documents, including, without limitation, the DIP Credit Agreements, any
security and pledge agreements, any mortgages contemplated thereby and the

letter agreements referred to in clause (iii) below;

(i1) the execution, delivery and performance of one or more
amendments, waivers, consents or other modifications to and under the DIP
Documents for, among other things, the purpose of (A) with respect to the
Bayside DIP Facility, adding additional financial institutions as Bayside DIP
Lenders and reallocating the commitments for the Bayside DIP Facility among
the Bayside DIP Lenders, in each case in such form as the Debtors and the
Bayside DIP Agent may agree; and (B) with respect to the ABL DIP Facility,
adding additional financial institutions as ABL DIP Lenders and reallocating the

commitments for the ABL DIP Facility among the ABL DIP Lenders, in each

- case in such form as the Debtors and the ABL. DIP Agent may agree; provided
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that no further approval of the Bankruptcy Court shall be required for
amendments, waivers, consents or other modiﬁcations to and under the DIP
Documents (or any non-material fees paid in connection therewith) that do not
shorten the maturity of the extensions of credit thereunder or increase the
commitments, the rate of interest or the letter of credit fees payable thereunder;
provided, however, that the Debtors shall provide notice of any material
modification or amendment to the DIP Credit Agreements to counsel to any
official committee appointed in the Chapter 11 Cases (the “Committee”), counsel
to each of the Prepetition Agents and the U.S. Trustee, each of whom shall have
five (5) days from the date of such notice within which to object in writing to such
modification or amendment. If any Committee, the U.S. Trustee or the
Prepetition Agents timely objects to any such material modification or
amendment to the DIP Credit Agreements, such modification or amendment shall

only be permitted pursuant to an order of this Court;

(111) the non-refundable payment: (A) solely from proceeds of
the Bayside DIP Facility or Term Loan Priority Collateral, to the Bayside DIP
Agent or Bayside DIP Lenders, as the case may be, of the fees referred to in the
Bayside DIP Credit Agreement (and in the separate letter agreement(s) between
them in connection with the Bayside DIP Facility), but excluding the
Commitment Termination Fee (as defined in the Bayside DIP Credit Agreement,
to the extent referenced in the amended version thereof), and the reasonable costs
and expenses as may be due from time to time, including, without limitation, fees

and expenses of the professionals retained as provided for in connection with the
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(e)

Bayside DIP Credit Agreement (including, for the avoidance of doubt, all such
fees and expenses incurred prior to the Petition Date); and (B) solely from
proceeds of the ABL DIP Facility or ABL Priority Collateral, to the ABL DIP
Agent or ABL DIP Lenders, as the case may be, of the fees referred to in the ABL
DIP Credit Agreement (and in the separate letter agreement(s) between them in
connection with the ABL DIP Facility), and the reasonable costs and expenses as
may be due from time to time, including, without limitation, fees and expenses of
the professionals retained as provided for in connection with the ABL DIP Credit

Agreement;

(iv) the conversion of the Prepetition ABL Debt and other
satisfaction of the ABL Roll Up Obligations to the extent authorized pursuant to

this Interim Order; and

(v) the performance of all other acts required under or in

connection with the DIP Documents.

Upon execution and delivery of the DIP Credit Agreements and the other DIP

Documents, such DIP Documents shall constitute valid, binding and non-avoidable obligations

of the Debtors enforceable against each Debtor party thereto in accordance with their respective

terms and the

terms of this Interim Order for all purposes during the Chapter 11 Cases, any

subsequently converted case of any Debtor under chapter 7 of the Bankruptcy Code or after the

dismissal of any Case. No obligation, payment, transfer or grant of security under the DIP Credit

Agreements, the other DIP Documents or this Interim Order shall be stayed, restrained, voidable,

avoidable or recoverable under the Bankruptcy Code or under any applicable law (including

without limitation, under Bankruptcy Code sections 502(d), 548 or 549 or under any applicable
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state Uniform Fraudulent Transfer Act, Uniform Fraudulent Conveyance Act or similar statute or
common law), or subject to any defense, reduction, setoff, recoupment or counterclaim;
provided, however, that in the event of a final order sustaining a timely challenge under
paragraph 23 hereto that the repayment or deemed satisfaction of the ABL Roll Up Obligations
pursuant to the ABL DIP Facility resulted in the repayment or satisfaction of unsecured claims
against the Debtors, then the repayment or other satisfaction shall be reversed, the ABL Roll Up
Obligations shall be reinstated, and the accompanying obligations under the ABL DIP Facility
shall be reduced or otherwise rescinded, on a dollar-for-dollar basis (including the reduction of
revolving commitments thereunder).

() If the Debtors fail to timely execute and deliver the DIP Credit Agreements and
the other DIP Documents as required by the DIP Credit Agreements, then all DIP Obligations,
including borrowings and accrued and unpaid interest and fees, incurred by the Debtors pursuant
to the DIP Credit Agreements and this Interim Order shall mature and become immediately due
and payable, in which event the DIP Lenders shall have the rights provided for in paragraph
14(c) of this Interim Order.

7. Payment of the Prepetition ABL Debt. The Debtors are authorized and directed
to use all Cash Collateral consisting of proceeds of ABL Priority Collateral coming into the
possession or control of the Debtors to reduce the ABL Roll Up Obligations arising under or in
connection with the Prepetition ABL Credit Agreement until entry of the Final Order, at which
time the Debtors shall be authorized to use the proceeds of the ABL DIP Facility to fully repay
or deem issued or incurred under the ABL DIP Facility any remaining ABL Roll Up Obligations.

8. Superpriority Claims. Pursuant to Bankruptcy Code section 364(c)(1), all of the

DIP Obligations shall constitute allowed senior administrative expense claims against each of the
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Debtors (the “Superpriority Claims™) with priority over any and all administrative expenses,

adequate protection claims, diminution claims (including all Adequate Protection Obligations (as
defined below)) and all other claims against the Debtors, now existing or hereafter arising, of any
kind whatsoever, including, without limitation, all administrativg expenses of the kind specified
in Bankruptcy Code sections 503(b) or 507(b), and over any and all administrative expenses or
other claims arising under Bankruptcy Code sections 105, 326, 328, 330, 331, 503(b), 506(c),
507(a), 507(b), 546, 726, 1113 or 1114, whether or not such expenses or claims may become
secured by a judgment lien or other non-consensual lien, levy or attachment, which allowed
claims shall for purposes of Bankruptcy Code section 1129(a)(9)(A) be considered
administrative expenses allowed under Bankruptcy Code section 503(b), and which shall be
payable from and have recourse to all pre- and postpetition property of the Debtors and all
proceeds thereof, including, without limitation (subject to entry of the Final Order), all
Avoidance Actions (as defined below), subject only to the payment of the Carve-Out to the
extent specifically provided for herein. The Superpriority Claims granted hereunder to the
Bayside DIP Lenders shall be pari passu with the Superpriority Claims granted hereunder to the
ABL DIP Lenders.

9. Carve-Out. The “Carve-Out” means an amount sufficient to satisfy (a) all fees
and expenses required to be paid to the Clerk of the Court and to the Office of the U.S. Trustee
pursuant to 28 U.S.C. §§ 156(c) and 1930(a)(6) and (b) (i) unpaid allowed fees, expenses, and
disbursements of the professionals for the Debtors and the Committee, if any (collectively, the
“Professionals™) incurred and accruing after the occurrence and during the continuance of an
Event of Default (as such term is defined in the ABL DIP Credit Agreement or the Bayside DIP

Credit Agreement) and delivery of a written notification by the ABL DIP Agent to the Bayside
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DIP Agent and the Prepetition Term Agent, or by the Bayside DIP Agent to the Prepetition ABL
Agent and the ABL DIP Agent, of the occurrence of such Event of Default (as such term is
defined in the ABL DIP Credit Agreement or Bayside DIP Credit Agreement) for purposes of

this paragraph 9 (the “Carve-Out Notice™), in an aggregate amount not in excess of $500,000 and

(ii) unpaid Professionals’ fees and expenses incurred and accruing prior to the delivery of a
Carve-Out Notice and as allowed by the Bankruptcy Court and in such amounts (subject to any
permitted variance under the ABL DIP Credit Agreement and the Bayside DIP Credit
Agreement) not in excess of the permitted line items for such amounts and for such periods as set
forth in the Approved Budgets set forth in the DIP Credit Agreements and Carve-Out Report (as

defined below) (clauses (i) and (ii), collectively, the “Professionals’ Carve-Out”); provided that

(x) the dollar limitation in this clause (b) on fees and expenses shall neither be reduced nor
increased by the amount of any compensation or reimbursement of expenses incurred, awarded
or paid prior to the delivery of a Carve-Out Notice in respect of which the Carve-Out is invoked
or by any fees, expenses, indemnities or other amounts paid to any Prepetition Agent or
Prepetition Secured Lender and (y) nothing herein shall be construed to impair the ability of any
party to object to the fees, expenses, reimbursement or compensation described in clauses (i) and
(ii) above. Except as otherwise provided herein, as among the DIP Collateral (as defined below),
the Professionals’ Carve-Out, if and to the extent invoked pursuant to this Interim Order, shall be
allocated one-half against and funded from the ABL Priority Collateral and one-half against and
funded from the Term Loan Priority Collateral. Notwithstanding anything herein to the contrary,
no (i) amounts payable in connection with the $5.2 million wind-down budget as set forth in the
Approved Budget, other than Professional services rendered prior to the delivery of a Carve-Out

Notice, or (ii) “success fee” or similar fee, whether or not set forth in the Approved Budget, may

01:13235383.1

20
103872950 v22



be paid with proceeds of any loan or other advance under the ABL DIP Credit Agreement or the

ABL Priority Collateral.®
10.  The Debtors and their Chief Restructuring Officer (as defined in the ABL DIP

Credit Agreement) shall provide to the DIP Agents a written report (the “Carve-Out Report”)

every two weeks disclosing their then-current estimate of (1) the aggregate amount of unpaid
professional fees, costs and expenses accrued or incurred by the Professionals through the date of
the Carve-Out Report, and (2) projected fees, costs and expenses of the Professionals for the 30-
day period following the date of such Carve-Out Report, taking into account projected interim
payments during such period. For purposes of clarification, Section 6.15 (c) and (d) of the ABL
DIP Credit Agreement and Section 6.31(c) and (d) of the Bayside DIP Credit Agreement will not
restrict (a) any amounts otherwise chargeable under the DIP Credit Agreements for fees, costs
and other charges incurred by the DIP Agent and DIP Lenders thereunder and (b) any
disbursements to professionals to be paid in a particular Approved Budget period (the “Original
Budget Period”) but not paid during such period due to the delay in the approval of such
professional fees by the Bankruptcy Court; and such approved amounts may be paid in a

subsequent Approved Budget period (the “Subsequent Budget Period”) in which such

Bankruptcy Court approval is received to the extent such payments are otherwise permitted
pursuant to Paragraph 9(b)(ii) of this Interim Order, the ABL DIP Credit Agreement and the
Bayside DIP Credit Agreement; and the applicable line item in the Approved Budget shall be
deemed to be increased to reflect the disbursement of such amounts in such Subsequent Budget
Period; provided that for purposes of the Variance Test (as defined in the DIP Credit

Agreements), unless the Original Budget Period and the Subsequent Budget Period are in the

¢ The Employee Costs as set forth in the wind-down budget shall be subject to the Bayside DIP Lenders’
consent.
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same budget test period, such amounts shall be deemed to have been paid in each of the Original
Budget Period and the Subsequent Budget Period (for the avoidance of doubt, the Debtors must
be in compliance with the Variance Test for each of the Original Budget Period and the
Subsequent Budget Period as if such payments were made in each such period).
Notwithstanding anything in the ABL DIP Credit Agreement or the Bayside DIP Credit
Agreement to the contrary, disbursements with respect to the Lender Group Expenses (as defined
in the ABL DIP Credit Agreement) or the Agent Expenses (as defined in the Bayside DIP Credit
Agreement) included in the line item “Restructuring/Other Profess. Fees” in the Approved
Budget paid in excess of the amounts reflected in such Approved Budget shall not constitute a
Default or Event of Default under either such agreement; provided however that such excess
amounts shall be disregarded for purposes of determining compliance with the Variance Test.
Subject to any required consent under the ABL DIP Facility, notwithstanding the Variance Tests
set forth in Section 6.31(c) and (e) of the Bayside DIP Credit Agreement, and in Section 6.15(c)
and (e) of the ABL DIP Credit Agreement and solely with respect to the Variance Tests set forth
therein, (i) the fiscal week ending February 2, 2013 (“Week 17) and the fiscal week ending
February 9, 2013 (“Week 2”) in the Approved Budget will be combined and treated as a Single
Test Week (as defined in the DIP Credit Agreements) and (ii) the Rolling Two Week Test Period
(as defined in the DIP Credit Agreements) shall not apply until the end of the rolling three fiscal
week period ending February 16, 2013 (and for the avoidance of doubt, will include the
combined Week 1 and Week 2 referenced in (i) together with the fiscal week ending February
16,2013 on a cumulative basis).

11. Nothing herein shall be construed as consent by the DIP Agents to the allowance

of any fees or expenses of the Professionals or shall affect the right of each DIP Agent to object
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to the allowance and payment of such fees, costs or expenses, or the right of the DIP Agents to
the return of any portion of the Carve-Out that is funded under its respective DIP Documents
with respect to fees and expenses for a Professional that are approved on an interim basis but are
later denied on a final basis.

12.  DIP Liens. As security for the DIP Obligations, effective and perfected upon the
date of this Interim Order and without the necessity of the execution, recordation of filings by the
Debtors of mortgages, security agreements, control agreements, pledge agreements, financing
statements or other similar documents, or the possession or control by any DIP Agent or DIP
Lender of or over any DIP Collateral, the following security interests and liens are hereby
granted by the Debtors to the DIP Agents for their own benefit and the respective benefit of the
applicable DIP Lenders (all property identified in clauses (a), (b) and (c) below being
collectively referred to as the “DIP Collateral™), subject, only in the event of the occurrence and
during the continuance of an Event of Default (as defined in the ABL DIP Credit Agreement or
the Bayside DIP Credit Agreement), to the payment of the Carve-Out (all such liens and security
interests granted to the DIP Agents, for their own benefit and the respective benefit of the
applicable DIP Lenders, pursuant to this Interim Order and the DIP Documents, the “DIP
Liens™):

(a) First Lien on Unencumbered Property. Subject to the terms of the Intercreditor
Agreements, pursuant to Bankruptcy Code section 364(c)(2), a valid, binding, continuing,
enforceable, fully perfected first priority senior security interest in and lien upon all pre- and
postpetition property of the Debtors or their estates, whether existing on the Petition Date or
thereafter acquired, that, on or as of the Petition Date is not subject to valid, perfected and non-

avoidable liens (collectively, “Unencumbered Property™), including, without limitation, any such
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unencumbered cash of the Debtors (whether maintained with a DIP Agent or otherwise) and any
investment of such cash, inventory, accounts receivable, other rights to payment whether arising
before or after the Petition Date, contracts, properties, plants, equipment, general intangibles,
documents, instruments, interests in leaseholds, real properties, patents, copyrights, trademarks,
trade names, other intellectual property, commercial tort claims, equity interests, and the
proceeds of all the foregoing. Subject only to and effective upon entry of the Final Order,
Unencumbered Property shall also include the Debtors’ claims and causes of action under
Bankruptcy Code sections 502(d), 544, 545, 547, 548, 549, 550, and 553 and any other
avoidance actions under the Bankruptcy Code and the proceeds thereof and property received

thereby whether by judgment, settlement or otherwise (collectively, “Avoidance Actions”).

(b) Liens Priming Prepetition Secured Parties’ Liens. Except as otherwise set forth
in paragraph 13 herein, pursuant to Bankruptcy Code section 364(d)(1), a valid, binding,
continuing, enforceable, fully perfected first priority senior priming security interest in and lien
upon all pre- and postpetition property of the Debtors (including, without limitation, Cash
Collateral, inventory, accounts receivable, other rights to payment whether arising before or after
the Petition Date, contracts, properties, plants, equipment, general intangibles, documents,
instruments, interests in leaseholds, real properties, patents, copyrights, trademarks, trade names,
other intellectual property, equity interests, and the proceeds of all the foregoing), whether now
existing or hereafter acquired, that is subject to any existing lien presently securing the
Prepetition Debt (including in respect of issued but undrawn letters of credit). The liens on
(i) the ABL Priority Collateral securing the ABL Priority Debt (as defined in the DIP
Intercreditor Agreement) shall be senior in all respects to the interests in such property of the

Prepetition Secured Parties arising from current or future liens of the Prepetition Secured Parties
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(including, without limitation, adequate protection liens granted hereunder) and (ii) the Term
Loan Priority Collateral securing the Term Loan Priority Debt (as defined in the DIP
Intercreditor Agreement) shall be senior in all respects to the interests in such property of the
Prepetition Secured Parties arising from current or future liens of the Prepetition Secured Parties
(including, without limitation, adequate protection liens granted hereunder). The security
interests and liens on the DIP Collateral securing the Bayside DIP Facility and the ABL DIP
Facility shall be junior to any valid, perfected, enforceable and unavoidable security interests and
liens of parties other than the DIP Agents, if any, on such property existing immediately prior to
the Petition Date, or to any valid, perfected and unavoidable interests in such property arising out
of liens to which the liens of the Prepetition Secured Parties may become subject subsequent to
the Petition Date as permitted by Bankruptcy Code section 546(b).

() Liens Junior to Certain Other Liens. Except as otherwise set forth in paragraph
13 herein, pursuant to Bankruptcy Code section 364(c)(3), a valid, binding, continuing,
enforceable, fully perfected security interest in and lien upon all pre- and postpetition property of
the Debtors (other than the property described in clauses (a) or (b) of this paragraph 12, as to
which the liens and security interests in favor of the DIP Agents will be as described in such
clauses), whether now existing or hereafter acquired, that is subject to valid, perfected and
unavoidable liens in existence immediately prior to the Petition Date or to valid and unavoidable
liens in existence immediately prior to the Petition Date that are perfected subsequent to the
Petition Date as permitted by Bankruptcy Code section 546(b), which security interests and liens
in favor of the DIP Agents are junior to such valid, perfected and unavoidable liens. Subject to
any further order of Bankruptcy Court and notwithstanding anything to the contrary contained

herein, for purposes of this Interim Order, no liens or other rights or interests granted or
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permitted under this Interim Order shall impair, be senior to, or in any way prime the liens and
right of setoff (provided that such lien and right of setoff otherwise qualifies as a lien not being
primed by reason of the last sentence of paragraph 12(b) of this Interim Order) of Comerica
Bank under that certain Pledge and Security Agreement (re: deposit account) dated May 2012 by
School Specialty, Inc. in favor of Comerica Bank pledging the funds in Business Money Market
Account No. 1852879814 in the name of School Specialty, Inc., maintained at Comerica Bank

(the “Comerica Account™) and all identifiable proceeds of the Comerica Account, which total

$1,458,537.10 as of the Petition Date, plus postpetition interest accruing on the Comerica
Account, which funds shall continue to secure the reimbursement obligations of School
Specialty, Inc. to Comerica Bank under the Letter of Credit Applications and Reimbursement
Agreements, or otherwise, for any draws under Comerica Bank letter of credit no. 5183 in the
amount of $700,000, issued for the benefit of DEI CSEP or Comerica Bank letter of credit no.
5184 in the amount of $755,000, issued for the benefit of Travelers Insurance Company.

(d) Liens Senior to Certain Other Liens. The DIP Liens and the Adequate Protection
Liens (as defined below) shall not be subject or subordinate to (i) any lien or security interest that
is avoided and preserved for the benefit of the Debtors and their estates under Bankruptcy Code
section 551, (ii) any liens arising after the Petition Date including, without limitation, any liens
or security interests granted in favor of any federal, state, municipal or other governmental unit,
comrmission, board or court for any liability of the Debtors to the extent permitted by applicable
non-bankruptcy law or (iii) any intercompany or affiliate liens of the Debtors.

13.  Priority of DIP Liens. Notwithstanding anything to the contrary herein, and
subject to entry of the Final Order to the extent this paragraph 13 relates to the DIP Liens granted

in respect of ABL Roll Up Obligations that are not authorized to be repaid under this Interim
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Order, (a)the DIP Liens granted hereunder to the Bayside DIP Lenders (the “Bayside DIP
Liens”) shall be immediately junior in priority and subject to the DIP Liens granted to the ABL
DIP Lenders and to the prepetition liens granted to the Prepetition ABL Agent in respect of the

ABL Priority Collateral, (b)the DIP Liens granted hereunder to the ABL DIP Lenders (the

“Wells DIP Liens”) shall be immediately junior in priority and subject to the Bayside DIP Liens
and to the prepetition liens granted to the Prepetition Term Loan Agent in respect of the Term
Loan Priority Collateral; provided that, subject to and effective upon entry of the Final Order and
subject to entry of a final order in favor of a plaintiff sustaining a Lender Claim brought pursuant
to paragraph 23 of this Interim Order, (i) if any Prepetition ABL Lender is required to turn over,
disgorge or otherwise pay to the Debtors’ estates any amount paid in respect of the Prepetition
ABL Debt, then the Prepetition ABL Lenders shall be entitled to a reinstatement of Prepetition
ABL Debt with respect to all such amounts and (ii) if any Prepetition Term Loan Lender is
required to turn over, disgorge or otherwise pay to the Debtors’ estates any amount paid in
respect of the Prepetition Term Loan Debt, then the Prepetition Term Loan Lenders shall be
entitled to a reinstatement of Prepetition Term Loan Debt with respect to all such amounts. The
ABL Priority Collateral shall include the proceeds of the Avoidance Actions described in
subclause (i) above, subject to entry of the Final Order, and the Wells DIP Liens granted
hereunder in respect of such Avoidance Actions shall be senior to the Bayside DIP Liens granted
hereunder; the Term Loan Priority Collateral shall include the proceeds of the Avoidance
Actions described in subclause (ii) above, subject to entry of the Final Order, and the Bayside
DIP Liens granted hereunder in respect of such Avoidance Actions shall be senior to the Wells

DIP Liens granted hereunder; and the DIP Liens granted hereunder in respect of the proceeds of
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all Avoidance Actions not covered by subclauses (i) or (ii) above shall rank pari passu as
between the DIP Agents.

14.  Protection of DIP Lenders’ Rights.

(a) All DIP Collateral shall be free and clear of all liens, claims and encumbrances,
except for those liens, claims and encumbrances expressly permitted under the DIP Documents
or this Interim Order.

(b) Subject to the terms of the DIP Intercreditor Agreement, so long as there are any
borrowings or letters of credit or other amounts (other than contingent indemnity obligations as
to which no claim has been asserted when all other amounts have been paid and no letters of
credit are outstanding) outstanding under the DIP Documents, (1) the Prepetition Term Loan
Agent and Prepetition Term Loan Lenders shall (i) take no action to foreclose upon or recover in
connection with the liens granted thereto pursuant to the Prepetition Loan Documents or this
Interim Order, or otherwise exercise remedies against any ABL Priority Collateral, except to the
extent authorized by an order of this Court, (ii) be deemed to have consented to any release of
ABL Priority Collateral authorized under the DIP Documents and (iii) not file any further
financing statements, trademark filings, copyright filings, mortgages, notices of lien or similar
instruments, or otherwise take any action to perfect their security interests in the ABL Priority
Collateral unless, solely as to this clause (iii), the ABL DIP Agent or ABL DIP Lenders file
financing statements or other documents to perfect the liens granted pursuant to this Interim
Order, or as may be required by applicable state law to continue the perfection of valid and
unavoidable liens or security interests as of the Petition Date and (2) the Prepetition ABL Agent
and Prepetition ABL Lenders shall (i) take no action to foreclose upon or recover in connection

with the liens granted thereto pursuant to the Prepetition Loan Documents or this Interim Order,
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or otherwise exercise remedies against any Term Loan Priority Collateral, except to the extent
authorized by an order of this Court, (ii) be deemed to have consented to any release of Term
Loan Priority Collateral authorized under the DIP Documents and (iii) not file any further
financing statements, trademark filings, copyright filings, mortgages, notices of lien or similar
instruments, or otherwise take any action to perfect their security interests in the Term Loan
Priority Collateral unless, solely as to this clause (iii), the Bayside DIP Agent or Bayside DIP
Lenders file financing statements or other documents to perfect the liens granted pursuant to this
Interim Order, or as may be required by applicable state law to continue the perfection of valid
and unavoidable liens or security interests as of the Petition Date.

(c) The automatic stay provisions of Bankruptcy Code section 362 are vacated and
modified to the extent necessary to permit the DIP Agents and the DIP Lenders to exercise
(i) immediately upon the occurrence of an Event of Default (as defined in the ABL DIP Credit
Agreement or the Bayside DIP Credit Agreement), all rights and remedies under the applicable
DIP Documents other than those rights and remedies against the DIP Collateral as provided in
clause (ii) below and (ii) upon the occurrence and during the continuance of an Event of Default
(as defined in the ABL DIP Credit Agreement or the Bayside DIP Credit Agreement) and the
giving of five business days’ prior written notice to the Debtors (with a copy to counsel to any
Committee, if appointed, and to the U.S. Trustee) to the extent provided for in any DIP
Document, all rights and remedies against the DIP Collateral provided for in any DIP Document
(including, without limitation, the right to set off against accounts maintained by the Debtors
with any DIP Agent or DIP Lender or any affiliate thereof). In any hearing regarding any
exercise of rights or remedies, the only issue that may be raised by any party in opposition

thereto shall be whether, in fact, an Event of Default (as defined in the ABL DIP Credit
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Agreement or the Bayside DIP Credit Agreement) has occurred and is continuing, and the
Debtors and the Prepetition Secured Parties hereby each waive their right to seek relief,
including, without limitation, under Bankruptcy Code section 105, to the extent such relief would
in any way impair or restrict the rights and remedies of either DIP Agent or the DIP Lenders set
forth in this Interim Order or the DIP Documents. In no event shall the DIP Agents, the DIP
Lenders, the Prepetition Agents or the Prepetition Secured Lenders be subject to the equitable
doctrine of “marshaling” or any similar doctrine with respect to the DIP Collateral. The delay or
failure to exercise rights and remedies under the applicable DIP Documents or this Interim Order
by any of the DIP Agents or DIP Lenders shall not constitute a waiver of such DIP Agent’s or
such DIP Lender’s rights hereunder, thereunder or otherwise, unless any such waiver is pursuant
to a written instrument executed in accordance with the terms of the applicable DIP Documents.

15.  Limitation on Charging Expenses Against Collateral. Subject only to and
effective upon entry of the Final Order, except to the extent of the Carve-Out, no costs or
expenses of administration of the Chapter 11 Cases or any future proceeding that may result
therefrom, including liquidation in chapter 7 or other proceedings under the Bankruptcy Code,
shall be charged against or recovered from the DIP Collateral, the Prepetition Priority Collateral
or the Cash Collateral pursuant to Bankruptcy Code sections 506(c), 552(b) or 105(a) or any
similar principle of law without the prior written consent of the DIP Agents or the Prepetition
Agents, as the case may be, and no such consent shall be implied from any other action, inaction,
or acquiescence by the DIP Agents, the DIP Lenders, the Prepetition Agents or the Prepetition
Secured Lenders.

16. Cash Collateral. Pending the repayment of all remaining ABL Roll Up

Obligations upon entry of the Final Order, all Cash Collateral consisting of ABL Priority
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Collateral shall be remitted to the Prepetition ABL Agent to be applied to repay the outstanding
ABL Roll Up Obligations. With the exception of any funds in a blocked account pursuant to the
Prepetition ABL Documents, to the extent any funds of the Debtors were on deposit with any
Prepetition Secured Party as of the Petition Date, including, without limitation, all funds
deposited in, or credited to, an account of any Debtor with any Prepetition Secured Party
immediately prior to the filing of the Debtors’ chapter 11 petitions (regardless of whether, as of
the time of filing, such funds had been collected or made available for withdrawal by any such

Debtor), such funds (the “Deposited Funds™) are subject to rights of setoff, except as otherwise

set forth in the DIP Intercreditor Agreement. By virtue of such setoff rights, the Deposited
Funds are subject to a lien in favor of such Prepetition Secured Party, giving rise to a secured
claim pursuant to Bankruptcy Code sections 506(a) and 553. The Prepetition Secured Parties are
obligated, to the extent provided in the Prepetition Loan Documents and subject to the terms of
the DIP Intercreditor Agreement, as the case may be, to share the benefit of such liens and setoff
rights with the other Prepetition Secured Parties that are party to or are otherwise beneficiaries of
such documents. Pursuant to Bankruptcy Code section 552, any proceeds of the Prepetition
Priority Collateral of the Prepetition Secured Parties (including, without limitation, the Deposited
Funds or any other funds on deposit at the Prepetition Secured Parties or at any other institution
as of the Petition Date) are Cash Collateral of the applicable Prepetition Secured Parties within
the meaning of Bankruptcy Code section 363(a). The Deposited Funds, all cash proceeds of the
Prepetition Priority Collateral of the Prepetition Secured Parties and all other cash collateral (as

defined in the Bankruptcy Code) of the Prepetition Secured Parties constitutes “Cash Collateral”

hereunder.

01:13235383.1

31
103872950 v22



17. Use of Cash Collateral. Except on the terms and conditions of this Interim Order
and the Intercreditor Agreements, the Debtors shall be enjoined and prohibited from using the
Cash Collateral absent further order of this Court. The Debtors’ right to use Cash Collateral, and
the Prepetition Secured Parties’ consent to use of Cash Collateral, shall terminate automatically
on the Maturity Date (as defined in the ABL DIP Credit Agreement or the Bayside DIP Credit
Agreement, as applicable).

18.  Adequate Protection. Subject to the terms of the Intercreditor Agreements, the
Prepetition Secured Parties are entitled, pursuant to Bankruptcy Code sections 361, 363(e) and
364(d)(1), to adequate protection of their interests in their respective Prepetition Priority
Collateral, including the Cash Collateral, for and equal in amount to the aggregate diminution in
the value of the Prepetition Secured Parties’ interest in the Prepetition Priority Collateral,
including, without limitation, any such diminution resulting from the sale, lease or use by the
Debtors (or other decline in value) of Cash Collateral and any other Prepetition Priority
Collateral, the priming of the Prepetition Secured Parties’ security interests and liens in the
Prepetition Priority Collateral by the DIP Agents and the DIP Lenders pursuant to the DIP
Documents and this Interim Order, and the imposition of the automatic stay pursuant to
Bankruptcy Code section 362. As adequate protection, the Prepetition Secured Parties are

hereby granted the following (collectively, the “Adequate Protection Obligations™) (subject to

recharacterization and/or disgorgement from the applicable Prepetition Secured Party solely to
the extent that the Bankruptcy Court determines at a later date that the applicable Prepetition
Secured Party was not entitled to the adequate protection completed hereby):

(a) Adequate Protection Liens. Subject to the terms of the DIP Intercreditor

Agreement, the Prepetition Agents (for themselves and for the respective benefit of the
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applicable Prepetition Secured Lenders) are hereby granted (effective and perfected upon the
date of this Interim Order and without the necessity of the execution by the Debtors of
mortgages, security agreements, pledge agreements, financing statements or other agreements) a
replacement security interest in and lien upon all DIP Collateral, subject and subordinate only to
(1) the DIP Liens and any liens on the DIP Collateral that are senior to, or pari passu with, the

DIP Liens and (ii) the Carve-Out (the “Adequate Protection Liens”). The Adequate Protection

Liens granted hereunder to the Prepetition Secured Parties shall rank as follows: (i) the
Adequate Protection Liens granted hereunder to the Prepetition ABL Agent shall be immediately
junior in priority and subject to the Adequate Protection Liens granted hereunder to the
Prepetition Term Loan Agent in respect of the Term Loan Priority Collateral and (ii) the
Adequate Protection Liens granted hereunder to the Prepetition Term Loan Agent shall be
immediately junior in priority and subject to the Adequate Protection Liens granted to the
Prepetition ABL Agent in respect of the ABL Priority Collateral.

(b)  Section 507(b) Claims. Subject to the terms of the DIP Intercreditor Agreement,
the Prepetition Agents (for themselves and for the respective benefit of the applicable Prepetition
Secured Lenders) are hereby granted, subject to the payment of the Carve-Out, allowed
superpriority claims as provided for in Bankruptcy Code section 507(b), immediately junior to
the claims under Bankruptcy Code section 364(c)(1) held by the DIP Agents and the DIP
Lenders; provided however that none of the Prepetition Secured Parties shall receive or retain
any payments, property or other amounts in respect of the superpriority claims under Bankruptcy
Code section 507(b) granted hereunder or under the Prepetition Loan Documents unless and until

the DIP Obligations have indefeasibly been paid in cash in full or as otherwise agreed by the DIP
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Lenders or as provided in the DIP Documents. The superpriority claims granted hereunder to the
Prepetition Secured Parties shall rank pari passu as between the Prepetition Agents.

() Payment of Interest. Subject to the limitations regarding the use of proceeds and
DIP Collateral as set forth in the ABL DIP Credit Agreement and the Bayside DIP Credit
Agreement and otherwise subject to the terms of the Intercreditor Agreements, the Prepetition
Agents, for the benefit of the Prepetition Secured Lenders, shall receive (i) the immediate cash
payment of all accrued and unpaid prepetition interest at the rates provided for in the applicable
Prepetition Loan Documents and all other accrued and unpaid fees and disbursements owing to
the Prepetition Secured Lenders or Prepetition Agents, as applicable, under the applicable
Prepetition Loan Documents incurred prior to the Petition Date and (ii) the current cash payment
of all interest accruing after the Petition Date at the rates provided for in the applicable
Prepetition Loan Documents.

(d) Fees and Expenses. The Prepetition Agents and the Prepetition Secured Lenders
shall receive from the Debtors current cash payments of all fees and expenses payable to the
Prepetition Agents or the Prepetition Secured Lenders, as applicable, under the Prepetition Loan
Documents, including, but not limited to, the reasonable fees and disbursements of counsel,
financial and other consultants for the Prepetition Agents or Prepetition Secured Lenders
promptly upon receipt of invoices therefor (subject in all respects to applicable privilege or work
product doctrines) and without the necessity of filing motions or fee applications, including such
amounts arising before and after the Petition Date; provided, however, that the Prepetition
Agents and the Prepetition Secured Lenders shall submit copies of their respective professional
fee invoices for postpetition fees and expenses to the Debtors, and the Debtors shall send copies

of such invoices to the U.S. Trustee and any Committee within two (2) business days from
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receipt thereof, and the U.S. Trustee and any Committee shall have ten (10) days from receipt
thereof to object in writing to the reasonableness of such invoices; to the extent that the U.S.
Trustee or any Committee so objects to any such invoices, the Debtors shall remit payment on
account of the portion of such invoices to which there has been no objection, and payment of the
allegedly unreasonable portion of such invoices will be subject to review by the Bankruptcy
Court; provided, further, however, if applicable, that such invoices may be redacted to the extent
necessary to delete any information subject to the attorney-client privilege, any information
constituting attorney work product or any other confidential information, and the provision of
such invoices shall not constitute any waiver of the attorney-client privilege or any benefits of
the attorney work product doctrine. Notwithstanding anything in the foregoing to the contrary,
all fees and expenses payable to (i) the Bayside DIP Agent, the Bayside DIP Lenders, the
Prepetition Term Loan Agent or the Prepetition Term Loan Lenders shall be paid solely from the
proceeds of Term Priority Collateral and the Bayside DIP Facility and (ii) the ABL DIP Agent,
the ABL DIP Lenders, the Prepetition ABL Agent or the Prepetition ABL Lenders shall be paid
solely from the proceeds of ABL Priority Collateral and the ABL DIP Facility. The Bayside DIP
Agent and the ABL DIP Agent may charge the applicable loan accounts to pay for such fees and
expenses.

(e) Monitoring of Collateral. Each of the Prepetition Agents shall be permitted to
retain separate expert consultants and financial advisors at the expense of the Debtors, which
consultants and advisors shall be given reasonable access for purposes of monitoring the
Debtors’ businesses and the value of the DIP Collateral. Notwithstanding anything in the
foregoing to the contrary, all reasonable and documented expenses, as provided for in the

Prepetition Loan Documents, as applicable, relating to (i) any consultants or financial advisors
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retained by the Prepetition Term Loan Agent or the Prepetition Term Loan Lenders shall be paid
solely from the proceeds of Term Loan Priority Collateral and the Bayside DIP Facility and
(i) any consultants or financial advisors retained by the Prepetition ABL Agent or the
Prepetition ABL Lenders shall be paid solely from the proceeds of ABL Priority Collateral and
the ABL DIP Facility.

) Financial Reporting. The Debtors shall provide the Prepetition Agents with
financial and other reporting as described in the DIP Documents.

19.  Reservation of Rights of Prepetition Secured Parties. Under the circumstances
and given that the above-described adequate protection is consistent with the Bankruptcy Code,
including section 506(b) thereof, the Bankruptcy Court finds that the adequate protection
provided herein is reasonable and sufficient to protect the interests of the Prepetition Secured
Parties. However, each Prepetition Agent may request further or different adequate protection,
and the Debtors or any other party may contest any such request; provided that, except as
otherwise provided in the DIP Intercreditor Agreement, any such further or different adequate
protection shall at all times be subordinate and junior to the claims and liens of the DIP Agents
and the DIP Lenders granted under this Interim Order and the DIP Documents. Except as
expressly provided herein, nothing contained in this Interim Order (including, without limitation,
the authorization of the use of any Cash Collateral) shall impair or modify any rights, claims or
defenses available in law or equity to any Prepetition Secured Party, DIP Agent or DIP Lender,
including, without limitation, rights of a party to a swap agreement, securities contract,
commodity contract, forward contract or repurchase agreement with a Debtor to assert rights of
setoff or other rights with respect thereto as permitted by law (or the right of a Debtor to contest

such assertion).
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20.  Perfection of DIP Liens and Adequate Protection Liens.

() Subject to the provisions of paragraph 12(b) above, the Debtors, the DIP Agents,
the DIP Lenders and the Prepetition Secured Parties are hereby authorized, but not required, to
file or record financing statements, trademark filings, copyright filings, mortgages, notices of
lien or similar instruments in any jurisdiction, or take possession of or control over, or take any
other action in order to validate and perfect the liens and security interests granted to them
hereunder. Whether or not the DIP Agents on behalf of the DIP Lenders or the Prepetition
Agents on behalf of the Prepetition Secured Lenders shall, in their sole discretion, choose to file
such financing statements, trademark filings, copyright filings, mortgages, notices of lien or
similar instruments, or take possession of or control over, or otherwise confirm perfection of the
liens and security interests granted to them hereunder, such liens and security interests shall be
deemed valid, perfected, allowed, enforceable, non-avoidable and not subject to challenge,
dispute or subordination, at the time and on the date of entry of this Interim Order. Upon the
request of either DIP Agent, each of the Prepetition Secured Parties, without any further consent
of any party, is authorized to take, exccute, deliver and file such instruments (in each case
without representation or warranty of any kind) to enable the DIP Agents to further validate,
perfect, preserve and enforce the DIP Liens. The Debtors shall execute and deliver to the DIP
Agents and the Prepetition Agents all such agreements, financing statements, instruments and
other documents as the DIP Agents and the Prepetition Agents may reasonably request to more
fully evidence, confirm, validate, perfect, preserve and enforce the DIP Liens and the Adequate
Protection Liens. All such documents will be deemed to have been recorded and filed as of the

Petition Date.
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(b) A certified copy of this Interim Order may, in the discretion of the DIP Agents, be
filed with or recorded in filing or recording offices in addition to or in lieu of such financing
statements, mortgages, notices of lien or similar instruments, and all filing offices are hereby
authorized to accept such certified copy of this Interim Order for filing and recording.

(c) Subject to entry of the Final Order and after notice to any affected landlord or
other parties, any provision of any lease or other license, contract or other agreement that
requires (i) the consent or approval of one or more landlords or other parties or (ii) the payment
of any fees or obligations to any governmental entity, in order for any Debtor to pledge, grant,
sell, assign or otherwise transfer any such leasehold interest, or the proceeds thereof, or other
postpetition collateral related thereto, is hereby deemed to be inconsistent with the applicable
provisions of the Bankruptcy Code. Any such provision shall have no force and effect with
respect to the transactions granting postpetition liens, in such leasehold interest or the proceeds
of any assignment and/or sale thereof by any Debtor, in favor of the DIP Lenders in accordance
with the terms of the DIP Documents or this Interim Order.

21.  Preservation of Rights Granted Under this Interim Order.

(a) Subject to the terms of the DIP Intercreditor Agreement, no claim or lien having a
priority superior to or pari passu with those granted by this Interim Order to the DIP Agents, the
DIP Lenders or the Prepetition Secured Parties shall be granted or allowed until the occurrence
of (i) the payment in full in cash or immediately available funds of all of the DIP Obligations,
Prepetition Debt and Adequate Protection Obligations, (ii) the termination or expiration of all
commitments to extend credit to Debtors, (iii) with respect to the ABL Roll Up Obligations and
ABL DIP Facility, the termination of, or providing Cash Collateral in respect of all outstanding

letters of credit and Bank Product Obligations that comprise a portion of the ABL Roll Up
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Obligations or ABL DIP Facility, as set forth in the Prepetition ABL Credit Agreement or ABL
DIP Credit Agreement, respectively, and (iv) the cash collateralization in respect of any asserted
or threatened claims, demands, actions, suits, proceedings, investigations, liabilities, fines, costs,
penalties, or damages for which any Prepetition Secured Lender, any DIP Lender, Prepetition
Agent or DIP Agent may be entitled to indemnification by any Debtor pursuant to the
indemnification provisions in the Prepetition Loan Documents and Loan Documents (as defined
in the applicable DIP Credit Agreement), as applicable (“Paid in Full”). While any portion of the
DIP Financing (or any refinancing thereof), the DIP Obligations or the Adequate Protection
Obligations remain outstanding and the commitments thereunder have not been terminated, the
DIP Liens and the Adequate Protection Liens shall not be (x) subject or junior to any lien or
security interest that is avoided and preserved for the benefit of the Debtors’ estates under
Bankruptcy Code section 551 or (y) subordinated to or made pari passu with any other lien or
security interest, whether under Bankruptcy Code section 364(d) or otherwise.

(b) Unless all DIP Obligations shall have indefeasibly been Paid in Full (and, with
respect to outstanding letters of credit issued and Bank Product Obligations pursuant to the ABL
DIP Credit Agreement, cash collateralized in accordance with the provisions thereof) and the
Adequate Protection Obligations shall have been indefeasibly paid in cash in full, the Debtors
shall not seek, and it shall constitute an Event of Default (as defined in the ABL DIP Credit
Agreement or the Bayside DIP Credit Agreement) and terminate the right of the Debtors to use
Cash Collateral if any of the Debtors seek, or if there is entered, (i) any modification or extension
of this Interim Order without the prior written consent of the ABL DIP Agent, in the case of the
ABL DIP Facility, or the Bayside DIP Agent, in the case of the Bayside DIP Facility (or, if the

DIP Obligations have been indefeasibly paid in cash in full, the Prepetition Agents, to the extent
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of any outstanding Prepetition Debt), and no such consent shall be implied by any other action,
inaction or acquiescence, or (ii) an order converting or dismissing any of the Chapter 11 Cases.

(©) If an order dismissing any of the Chapter 11 Cases under Bankruptcy Code
section 1112 or otherwise is at any time entered, such order shall provide (in accordance with
Bankruptcy Code sections 105 and 349) that (i) the Superpriority Claims, priming liens, security
interests and replacement security interests granted to the DIP Agents and the DIP Lenders and,
as applicable, the Prepetition Secured Parties pursuant to this Interim Order shall continue in full
force and effect and shall maintain their priorities as provided in this Interim Order until all DIP
Obligations and Adequate Protection Obligations shall have been indefeasibly paid in cash in full
(and that such Superpriority Claims, priming liens and replacement security interests, shall,
notwithstanding such dismissal, remain binding on all parties in interest) and (ii) to the extent
permitted by applicable law, this Court shall retain jurisdiction, notwithstanding such dismissal,
for the purposes of enforcing the claims, liens and security interests referred to in (i) above.

(d) If any or all of the provisions of this Interim Order are hereafter reversed,
modified, vacated or stayed, such reversal, stay, modification or vacation shall not affect (i) the
validity, priority or enforceability of any DIP Obligations or Adequate Protection Obligations
incurred prior to the actual receipt of written notice by the DIP Agents or the Prepetition Agents,
as applicable, of the effective date of such reversal, stay, modification or vacation or (ii) the
validity or enforceability of any lien or priority authorized or created hereby or pursuant to the
DIP Documents with respect to any DIP Obligations, or the Adequate Protection Obligations.
Notwithstanding any such reversal, stay, modification or vacation, any use of Cash Collateral,
DIP Obligations or Adequate Protection Obligations incurred by the Debtors to the DIP Agents,

the DIP Lenders or the Prepetition Secured Parties prior to the actual receipt of written notice by
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the DIP Agents or the Prepetition Agents, as applicable, of the effective date of such reversal,
stay, modification or vacation shall be governed in all respects by the original provisions of this
Interim Order, and the DIP Agents, the DIP Lenders and the Prepetition Secured Parties shall be
entitled to all the rights, remedies, privileges and benefits granted in Bankruptcy Code section
364(e), this Interim Order and pursuant to the DIP Documents with respect to all uses of Cash
Collateral, the DIP Obligations and the Adequate Protection Obligations.

(e) Except as expressly provided in this Interim Order or in the DIP Documents, the
DIP Liens, the Superpriority Claims, the Adequate Protection Obligations and all other rights
and remedies of the DIP Agents, the DIP Lenders and the Prepetition Secured Parties granted by
the provisions of this Interim Order and the DIP Documents shall survive, and shall not be
modified, impaired or discharged by (i) the entry of an order converting any of the Chapter 11
Cases to a case under chapter 7, dismissing any of the Chapter 11 Cases, terminating the joint
administration of these Chapter 11 Cases or by any other act or omission or (ii) the entry of an
order confirming a plan of reorganization in any of the Chapter 11 Cases and, pursuant to
Bankruptcy Code section 1141(d)(4), the Debtors have waived any discharge as to any remaining
DIP Obligations. The terms and provisions of this Interim Order and the DIP Documents shall
continue in these Chapter 11 Cases, in any successor cases if these Chapter 11 Cases cease to be
jointly administered, or in any superseding chapter 7 cases under the Bankruptcy Code, and the
DIP Liens, the Superpriority Claims and the Adequate Protection Obligations and all other rights
and remedies of the DIP Agents, the DIP Lenders and the Prepetition Secured Parties granted by
the provisions of this Interim Order and the DIP Documents shall continue in full force and

effect until the DIP Obligations and the Adequate Protection Obligations are Paid in Full.
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22.  Limitation on Use of DIP Financing Proceeds and Collateral. Notwithstanding
anything herein or in any other order by this Court to the contrary, no borrowings, proceeds of
letters of credit, Cash Collateral, Prepetition Priority Collateral, DIP Collateral, portion of the
proceeds of the DIP Financing or part of the Carve-Out may be used for any of the following
(each, a “Lender Claim™) without the prior written consent of the Prepetition Agents: (a) to
object, contest or raise any defense to, the validity, perfection, priority, extent or enforceability
of any amount due under the DIP Documents or the Prepetition Loan Documents, or the liens or
claims granted under this Interim Order, the DIP Documents or the Prepetition Loan Documents,
(b) investigate or assert any claims, defenses or causes of action that may exist under law, equity
or otherwise against the DIP Agents, the DIP Lenders, the Prepetition Agents, or the Prepetition
Secured Lenders, or their respective agents, affiliates, representatives, attorneys or advisors,
(c) prevent, hinder or otherwise delay the DIP Agents’ assertion, enforcement or realization on
the Cash Collateral or the DIP Collateral in accordance with the DIP Documents or this Interim
Order, (d) seek to modify any of the rights granted to the DIP Agents or the DIP Lenders
hereunder or under the DIP Documents, in each of the foregoing cases without such applicable
parties’ prior written consent, or (e) pay any amount on account of any claims arising prior to the
Petition Date unless such payments are (i) approved by an order of this Court and (ii) in
accordance with the DIP Credit Agreements. Notwithstanding the foregoing, any party other
than the Debtors may investigate claims and issues with respect to the Prepetition Loan
Documents (the “Investigation”) and, subject to any applicable law with respect to standing,
commence and prosecute any related proceedings as a representative of the Debtors’ estates;

provided that in the case of a Committee (if appointed), not more than $25,000 of DIP Collateral
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shall be used for such Investigation of the Prepetition Loan Documents, subject to entry of the
Final Order.

23. Effect of Stipulations on Third Parties.

(a) Each stipulation, admission and agreement contained in this Interim Order,
including, without limitation, in paragraph 4 of this Interim Order, shall be binding upon the
Debtors and any successor thereto (including, without limitation, any chapter 7 or chapter 11
trustee appointed or elected for any of the Debtors) under all circumstances and for all purposes,
and the Debtors are deemed to have irrevocably waived and relinquished all Lender Claims as of
the date of entry of this Interim Order. Each stipulation, admission and agreement contained in
this Interim Order, including, without limitation, in paragraph 4 of this Interim Order, shall also
be binding upon all other parties in interest, including, without limitation, any Committee (if
appointed), under all circumstances and for all purposes, except to the extent that (i) a party in
interest has, subject to the limitations contained herein, including, inter alia, in paragraph 23,
timely and properly filed an adversary proceeding asserting a Lender Claim with respect to any
of the stipulations or admissions set forth in paragraph 4 by no later than the earlier of the date
that is (X) seventy-five (75) days after the Petition Date or (Y) with respect to any Lender Claim
asserted by any Committee, sixty (60) days (or such later date as has been agreed to, in writing,
by the applicable Prepetition Agent in its sole discretion) after the appointment of the
Committee, and (ii) there is a final order in favor of the plaintiff sustaining such Lender Claim.

(b) The success of any particular Lender Claim shall not alter the binding effect on
each party in interest of any stipulation or admission not subject to such Lender Claim. Except
to the extent (but only to the extent) a timely and properly filed adversary proceeding asserting a

Lender Claim is successful, (i) the Prepetition Debt shall constitute allowed claims, not subject to
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avoidance, recharacterization, recovery, subordination, attack, offset, counterclaims, defense or
“claim” (as defined in the Bankruptcy Code) of any kind pursuant to the Bankruptcy Code or
other applicable law, for all purposes in the Chapter 11 Cases and any subsequent chapter 7
cases, (ii) the Prepetition Security Interests shall be deemed to have been, as of the Petition Date,
legal, valid, binding perfected and enforceable liens and security interests not subject to
avoidance, recharacterization, recovery, subordination, attack, offset, counterclaims, defense or
“claim” (as defined in the Bankruptcy Code) of any kind, and (iii) the Prepetition Debt and the
Prepetition Security Interests shall not be subject to any other or further challenge by any party in
interest seeking to exercise the rights of the Debtors’ estates, including, without limitation, any
successor thereto (including, without limitation, any chapter 7 or chapter 11 trustee appointed or
clected for any of the Debtors).

(©) Nothing in this Interim Order vests or confers on any person (as defined in the
Bankruptcy Code), including a Committee, if appointed, standing or authority to pursue any
cause of action belonging to the Debtors or their estates, including, without limitation, Lender
Claims with respect to the Prepetition Loan Documents or the Prepetition Debt.

(d) Upon approval of the Final Order, notwithstanding anything to the contrary
herein, upon written notice to the landlord of any of Debtors’ leased premises that an Event of
Default (as defined in the Bayside DIP Credit Agreement or ABL DIP Credit Agreement) has
occurred and is continuing, each DIP Agent may enter upon such leased premises for the purpose
of exercising any right or remedy with respect to the collateral located thereon and shall be
entitled to the Debtors' rights and privileges under such lease(s) without interference from such
landlord; provided that such DIP Agent shall pay to such landlord rent first accruing after the

above referenced written notice and during the period of occupancy by such DIP Agent,
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calculated on a per diem basis and any such amount paid shall be deemed to be DIP Obligations,
as applicable.

24. Collateral Agent.

(a) Subject to the terms of the Intercreditor Agreements, to the extent that the
Prepetition Term Loan Agent is (a) the secured party under any account control agreements in
connection with the Prepetition Term Loan Documents, (b)listed as loss payee under the
Debtors’ insurance policies in connection with the Prepetition Term Loan Documents, or (c) the
secured party under any Prepetition Term Loan Document, so shall the Bayside DIP Agent (x) be
deemed to be the secured party under such account control agreements, loss payee under the
Debtors’ insurance policies and the secured party under each such Prepetition Term Loan
Document, (y) have all rights and powers attendant to that position (including, without
limitation, rights of enforcement) and (z) act in that capacity and distribute any proceeds
recovered or received first, for the benefit of the Bayside DIP Lenders in accordance with the
Bayside DIP Credit Agreement and the DIP Intercreditor Agreement, and second, subsequent to
indefeasible payment in full of all DIP Obligations, for the benefit of the Prepetition Term Loan
Lenders, to the extent of any outstanding Prepetition Term Loan Debt.

(b) To the extent that the Prepetition ABL Agent is (a) the secured party under any
account control agreements in connection with the Prepetition ABL Documents, (b) listed as loss
payee under the Debtors’ insurance policies in connection with the Prepetition ABL Documents,
or (c) the secured party under any Prepetition ABL Document, so shall the ABL DIP Agent
(x) be deemed to be the secured party under such account control agreements, loss payee under
the Debtors’ insurance policies and the secured party under each such Prepetition ABL

Document, (y) have all rights and powers attendant to that position (including, without
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limitation, rights of enforcement) and (z) act in that capacity and distribute any proceeds
recovered or received first, for the benefit of the ABL DIP Lenders in accordance with the ABL
DIP Credit Agreement and the DIP Intercreditor Agreement, and second, subsequent to
indefeasible payment in full of all DIP Obligations, for the benefit of the Prepetition ABL
Lenders, to the extent of any outstanding Prepetition ABL Debt.

(c) Fach Prepetition Agent shall serve as agent for the DIP Agents for purposes of
perfecting their respective security interests in and liens on all DIP Collateral that is of a type
such that perfection of a security interest therein may be accomplished only by possession or
control by a secured party.

25. Order Governs. In the event of any inconsistency between the provisions of this
Interim Order and the DIP Documents, the provisions of this Interim Order shall govern.

26. Binding Effect; Successors and Assigns. The DIP Documents and the provisions
of this Interim Order, including all findings herein, shall be binding upon all parties in interest in
these Chapter 11 Cases, including, without limitation, the DIP Agents, the DIP Lenders, the
Prepetition Secured Parties, any Committee appointed and the Debtors and their respective
successors and assigns (including any chapter 7 or chapter 11 trustee hereinafter appointed or
elected for the estate of any of the Debtors, an examiner appointed pursuant to Bankruptcy Code
section 1104 or any other fiduciary appointed as a legal representative of any of the Debtors or
with respect to the property of the estate of any of the Debtors) and shall inure to the benefit of
the DIP Agents, the DIP Lenders, the Prepetition Secured Parties and the Debtors and their
respective successors and assigns, provided, however, that the DIP Agents, the DIP Lenders, the
Prepetition Agents and the Prepetition Secured Lenders shall have no obligation to permit the use

of Cash Collateral or to extend any financing to any chapter 7 trustee or similar responsible
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person appointed for the estates of the Debtors. In determining to make any loan (whether under
the DIP Credit Agreements, promissory notes or otherwise) or permit the use of Cash Collateral
or in exercising any rights or remedies as and when permitted pursuant to this Interim Order or
the DIP Documents, the DIP Agent, the DIP Lenders and the Prepetition Secured Parties shall
not (i) be deemed to be in control of the operations of the Debtors, (ii) owe any fiduciary duty to
the Debtors, their respective creditors, shareholders or estates or (iii) subject only to entry of the
Final Order, be deemed to be acting as a “responsible person” or “owner or operator” with
respect to the operation or management of the Debtors (as such terms, or any similar terms, are
used in the United States Comprehensive Environmental Response, Compensation and Liability
Act, 29 U.S.C. §§ 9601, et seq., as amended, or any similar federal or state statute).

27.  No Impact on Certain Contracts or Transactions. No rights of any entity in
connection with a contract or transaction of the kind listed in Bankruptcy Code sections 555,
556, 559, 560 or 561, whatever they might or might not be, are affected by the provisions of this
Interim Order.

28.  Exclusions. Nothing herein or in any of the DIP Documents shall operate as a
release or waiver of, or a limit on expenditures in pursuit of, any claims or causes of action held
or assertable by any party (including, without limitation, any of the Debtors or any other party in
interest) against any Debtor, any “affiliate” of any Debtor (as defined in the Bankruptcy Code) or
any officer, director or direct or indirect shareholder (or affiliate thereof) of any Debtor.

29.  Release. Subject to entry of the Final Order, upon the date that each applicable
portion of the DIP Financing shall be Paid in Full and prior to the release of the applicable DIP

Liens, Debtors shall execute and deliver to the applicable DIP Agent and DIP Lenders a general
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release of any and all claims and causes of action that could have been asserted or raised under or
in connection with the ABL DIP Facility or Bayside DIP Facility, as applicable.

30.  Effectiveness. This Interim Order shall constitute findings of fact and
conclusions of law and shall take effect and be fully enforceable nunc pro tunc to the Petition
Date immediately upon entry hereof. Notwithstanding Bankruptcy Rules 4001(a)(3), 6004(h),
6006(d), 7062 or 9024, any other Bankruptcy Rule or Rule 62(a) of the Federal Rules of Civil
Procedure, this Interim Order shall be immediately effective and enforceable upon its entry and
there shall be no stay of execution or effectiveness of this Interim Order.

31.  Headings. Section headings used herein are for convenience only and are not to
affect the construction of or to be taken into consideration in interpreting this Interim Order.

32.  Final Hearing. The Final Hearing will be held by this Court on February 25,
2013 at 11:00 a.m. (ET). The Debtors shall promptly transmit copies of this Interim Order
(which shall constitute adequate notice of the Final Hearing and the relief requested at such
hearing) to the parties having been given notice of the Interim Hearing, to any party that has filed
a request for notices with this Court and to any Committee, if appointed. Any party in interest
objecting to the relief sought at the Final Hearing shall file a written objection, which shall be
served upon (a) (i) Paul, Weiss, Rifkind, Wharton & Garrison LLP, Attn: Alan W. Kornberg,
Jeffrey D. Saferstein and Elizabeth R. McColm, 1285 Avenue of the Americas, New York, NY
10019 and (ii) Young, Conaway, Stargatt & Taylor, LLP, Attn: Pauline K. Morgan and Joel
Waite, Rodney Square, 1000 North King Street, Wilmington, DE 19801, attorneys for the
Debtors; (b) (i) Akin Gump Strauss Hauer & Feld, LLP, Attn: Michael Stamer & Meredith
Lahaie, One Bryant Park, New York, NY 10036 and (ii) Pepper Hamilton LLP, Attn: David

Stratton & David Fournier, Hercules Plaza, Suite 5100, 1313 N. Market Street, Wilmington, DE
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19801, attorneys for the Prepetition Term Loan Agent, Prepetition Term Loan Lenders, Bayside
DIP Agent and Bayside DIP Lenders, (c) (i) Goldberg Kohn, Attn: Randall Klein & Jeremy
Downs, 55 East Monroe Street, Suite 3300, Chicago, IL 60603, and (ii) Richards, Layton and
Finger, P.A., Attn: Paul Heath, One Rodney Square, 920 North King Street, Wilmington, DE
19801, each as attorneys for the Prepetition ABL Agent and ABL DIP Agent, (d) Baker &
Mackenzie, Attn: Carmen Lonstein, 300 East Randolph Street, Suite 5000, Chicago, IL. 60601,
attorneys for the ad hoc group holders of convertible debentures, and (e) the U.S. Trustee, Attn:
Richard Shepacarter, Esq. and Juliet A. Sarkessian, Esq., and shall be filed with the Clerk of the
United States Bankruptcy Court, District of Delaware, in each case to allow actual receipt by the
foregoing no later than February 15,2013 at 4:00 p.m. (prevailing Eastern time).

Dated , 2013
Wilmington, Delaware

The Honorable Kevin J. Carey
United States Bankruptcy Judge
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Exhibit A

Budget

01:13235383.1

103872950 v22




‘JuswaalBby 1pai) d|J episAeg ayj 1o [2Ja)e}jo) Aold UeoT Wisl ay} woy

Ajenishjoxe papuny aq {[Bys SIUNOLLE Yyalysm (99) ssacons Aue Buipnjoul) €40z '0¢ ludy pue (uawzeiBy UPaID dIA 19V 2W Ul pauyep se) ayeq juswAedald paiinbay au) Jo Ja1pEs Sy Jeye Jo
Uo palinoul aq o} pajedioRUE SJUNOLLE 10} INO-SAIBD S[BUOISSSJ01d dU) UBY) 1aU10 ‘|e1ajeljo) Quoiid UBOT WIS L dU} Wolj papun) pue )suleBe yjey-auo pue elaje]jo Auolld gy au) woy
papuny pue jsulebe jey-auo pajeso]ie aq |[eys JapIO WL Sity 0} JuensInd PaxOAU] JUSIXS S} O} PUE JI nQ-eAeD S[BUDISSaj01d BY) ‘[elerelio) dia auy Buowe sy

3)ON

6'9¥ $ Ll¢ ¢ oy $ 1€c § 682 & 682 ¢ 6€C $ 6€2 $ vz $ €02 $ 2SL $ 95k § 06L S soueleg pepund Buipug
76 't 60 F22 - 0's - 5l %3 (R4 00 90 0'sL Buipund dia apisAeg [guawaiouy
VAV ove L'€e 6'8¢ 6°8¢C 6°€C 6°tC f&44 €02 L'S1 951 0'sL - aoueeg diq apisAeq papung
diq ueowuay

- $ - $ - $ - ¢ 1+ $§ - ¢e0 $§ - & - ¢ - & - & - ¢ - ¢ nbjwnumw pue saAlasal Jaye Aljiqe|ieAe gy ssaox3
veL 90L ¥'99 5'€9 €29 vL9 1’19 6'85 9'65 995 19§ 9'55 028 Qoueleg 1980 19V Pepung
87T § Tv § 8¢ $ F1 $ 80 § To § 2z S ¢t s (00 % ¥0O S S0 $ 9T § v [3 (umopAeg)/buipund 1gy [ejuatiaiou]
8'Z$ Zv$ 8'2% e1$ 6'1$ £0% A4 £'es (670%) 0% 5'0% 9'cs #'8$ Aungejieay 18V (loueq)/sseox3
0'S 0'S 0's [ 0's 0's 0's 0’6 0’6 0'S 0’6 0'S 0's Aypinbi winwiuiy
9'0L ¥'99 S'€9 €29 vl L'19 6°85 9'GS 99§ 195 985 0'cs [R5 4 souefeq 1gv

elleny 1gY pajoalold
35uEleq did 1av

8L $ 96 $ ViIL $ 589 ¢ €89 $ v99 ¢ T99 $ 6€9 $ 908 $ 919 $ L9 $ 909 $ 045 8

- s - $ - s - § - § - & - & - §¢§ - $§ - s - & - $vv $ 20uEleg USED pajoL)saluN
(¥4 67 It 7S 80 BE z¢e Y zh 'S 90 42 ¥ee (sumopAed)/sbuimoiiog 1aN
(ozv) (6'2) (ze) (¥'3) (g0) (g5) (z'2) (€:57] @ ()] (9°0) (z8) (0°64) smold Ysed 19N
- $ - s - $ - $ - & - & - & - -3 - 8 - ¢ ¥y 8 - 3$ souefeg yseg Bujuuibag
(0z19) (6°L%) (ze$) (r°s$) (g0$) (£°59) (z'z$) (8'¥$) (z19) (15$) (9°0%) (2'83) (0'6L$) smol4 ysed JaN
8223 0238 LvLLS 9vL$ 50L$ 9ZL$ 90L$ LA zo1$ £EL$ z'8$ 6'51% ¥'92$ sjuswasIngsiq |ejoL
00 00 00 00 00 00 00 00 00 00 00 00 00 1S2.9)U] SAJON BAIBAUOD
S0 00 00 00 ¥'0 00 00 00 00 €0 00 00 L $994 fisaIsu| dIQ ueo Wil
zl 00 00 00 zh 00 00 00 00 Tl 00 00 9z 15919}U] UBOT WIS |
£0$ 00$ 0°0$ 0°0% £0$ 00$ 0°0$ 0°0% 0°0$ £0$ 0°0$ 00$ L2$ 994 Asalau] 1av
8'02$ 0'LLS VLS ovL$ 8% 9°ZL$ 901$ geLs zo1s 9IS z'8s 6514 v'61$ sjuswesingsiq Bupesado jejoL
z8 20 00 00 00 00 L0 00 00 00 00 00 00 sg94 55940l 1aYi0 /Bunnionysay
00 ¥0 00 00 00 00 v'0 00 00 00 00 00 00 SI0}pal) paIndasun] 10y $984 [BUOISSSJ0Id
6 [ 00 00 00 00 zL 00 00 00 00 00 00 S92 S[euoissajold Jojgeq
¥oL yoL volL 86 v'8 z8 z'8 16 06 vL 0'g 0zl S8l Juswesingsiqg dv
00 €0 £0 00 00 €0 00 00 00 zZ0 zo 00 10 saxe]
00 00 00 20 00 00 00 00 10 00 00 00 L0 ey
€0 $ Ty $ €0 $ 1LYS$ £0$ Ly$ zZ0$ LS 50$ ovs$ 00$ 6°€$ L'0$ lloiked
syuswasingsig Bugessdo
:sjuawWaIsINgsig
8oL $ 16 $ €L $ z6 ¢ /6 ¢$ £. ¢$s8 ¢ o6 $ 16 $ T8 $ 1L $TL 8§ ¥L 3 suopoa|ioD
:s)dieoay
Vidid ozl sUp Y4 ot/e £Z/E L] 6/ ze £zre 074 6/Z ue [EIERERIY
[ATEIY R ZA99M L99M  S99M b 1P9M  E£MP3M  2O199M L9M PIBOM EPOM ZTAP9M L9AM
gl-4dy gy-1dy glady  glady gl-delwl gldeiN El-del gidew  gpged  €1ged  €l-ged  gl-ged SUOLitINl $

Krewung dig
~ouj Ajjeroadg jooyds




$1502 ,UadQ,, 10} JUNOIJE 10U S0P duejeq

$934 JO yjuow T se yS1y se ag 01 pawWnssy

JUBWI9AISY S9IIAIBS UoIsURL] A PRIBA0D JI UMOUYUN
Sujwy 03 aNp UMmousun
Sujwil 01 NP UMoUNUN

3dueINSUl pUBR S31HIIN ‘WaY
Ajjlenuue J00TS 1e SJUBIUNOIDY G pue SJaquidw 1} g
Ajlenuue 300z$ pue G/Z€$ 1e SI9[j0JIU0D pue 04D

sjusawwo)

081°S S

0ce S

0ce
[uadQ]

SLe’e S
STs'e

0ST

00€

0SS

0sy )

[uadQ]
[uadQ]
[uadQ]

586 S
9G1T
155514
vLE S

uonesi 1uedyIudis ou sawnssy (1),

:S910N

Sjuawasingsiq |elol

$9394 99315Nn. 1
swie|) AJIold 9 dAIBIISIUIWPY Sutuleway
SWa IT "Ydo

s394 |euoissajold predun £1- Udy
[95UN0D JBY10
[25Uno) |e207
WV
SSI9M jned
S99 [euUOoissajoid

150D 11

spuog A12.ns pue s,J]

$35837 J9AQ PIOH
51507 Buneisdo

13410
Heis
uswadeuen
S1507) umo(Q puiM 2akodw3

198png d1q Uy Ayelaads jooyds
{T) (43603150 - AeA]] 53500 UMOQ PUIM

(so00)$
sisAjeuy umoQ puim
*auj ‘Ayjepads |ooyds



EXHIBIT 2

Blackline of Revised Proposed Order
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, X
In re: Chapter 11
SCHOOL SPECIALTY, INC,, et al.,! Case No. 13-10125 (PBJWKIC)
: Jointly Administered
Debtors. + .
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, % ReDocNo 12,13

INTERIM ORDER (I) AUTHORIZING DEBTORS TO (A) OBTAIN POSTPETITION
FINANCING PURSUANT TO 11 U.S.C. §§ 105, 361, 362, 364(C)(1), 364(C)(3), 364(D)(1),
364(E) AND 507, (B) UTILIZE CASH COLLATERAL PURSUANT TO 11 U.S.C. § 363,
(C)FO GRANT PRIMING LIENS AND SUPERPRIORITY CLAIMS TO THE DIP
LENDERS, (D) £0 PROVIDE ADEQUATE PROTECTION TO PREPETITION
SECURED PARTIES PURSUANT TO 11 U.S. c §§ 361 362, 363

) . N\
SCHEDULING A FINAL HEARING PURSUANT TO ANKRUPTCY RULES 4001(B)
AND (C) AND (1II) GRANTING RELATED RELIEF

Upon the motion (the “Motion™),?> dated January 28, 2013, of School Specialty, Inc.

(“School Specialty” and, together with certain of its affiliates, the “Borrowers™) and its affiliated

debtors and debtors-in-possession (collectively, the “Debtors”) in the above-captioned cases (the

“Chapter 11 Cases”) pursuant to sections 105, 361, 362, 364(c)(1), 364(c)(3), 364(d)(1), 364(e)

and 507 of title 11 of the United States Code, 11 U.S.C. §§ 101, ef seq. (the “Bankruptcy Code™),

Rules 2002, 4001 and 9014 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy

! The Debtors in these cases, along with the last four digits of each Debtor’s federal tax identification number and
state of incorporation, are: School Specialty, Inc. (Wisc.; 1239), Bird-In-Hand Woodworks, Inc. (N.J.; 8811),
Califone International, Inc. (Del.; 3578), Childcraft Education Corp. (N.Y.; 9818), ClassroomDirect.com, LLC
(Del.; 2425), Delta Education, LLC (Del.; 8764), Frey Scientific, Inc. (Del.; 3771), Premier Agendas, Inc. (Wash.;
1380), Sax Arts & Crafts, Inc. (Del.; 6436), and Sportime, LL.C (Del.; 6939). The address of the Debtors’
corporate headquarters is W6316 Design Drive, Greenville, Wisconsin 54942.

2 Capitalized term used but not defined herein shall have the meanings ascribed to such terms in the Motion.

tv) 143219873213
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Rules™) and the Local Bankruptcy Rules (the “Local Rules”) of the United States Bankruptcy

Court for the District of Delaware (the “Bankruptcy Court™), seeking, among other things:

authorization for each Borrower to obtain postpetition financing and to guaranty

the obligations of each other Borrower in connection with the DIP Financing (as defined below),

and for each of the other Debtors and certain of their non-debtor affiliates (the “Guarantors”) to

guaranty the Borrowers’ obligations in connection with the DIP Financing, consisting of:

353831

0143219873

(1) a super-priority credit facility made available to the
Borrowers in an aggregate principal amount of up to $144,665,931.42—(the-

“Bayside-DIP-Faeility”) consisting of (A) a credit facility in the amount of

$50,000,000 in respect of new money funding (the “InerementalBayside DIP
TFerm-Facility”); and (B) upon-entryof-the-Final-Order-(as-defined-below);arol-
wp-0£-$94,665,931.42 in respect of the Prepetition Term Loan Debt (as defined

below)-{the-Bayside-Rol-Up-DIP Leans™),? subject to the terms and conditions

hereof, with Bayside Finance, LLC (“Bayside” and, in its capacity as agent under
the Bayside DIP Facility, the “Bayside DIP Agent”), for itself and one or more

funds managed and/or advised by Bayside and its designees (the “Bayside DIP

Lenders”); and

(i1) a super-priority revolving credit facility made available to

the Borrowers in an aggregate principal amount of up to $175,000,000 (the “ABL

DIP Facility” and, together with the Bayside DIP Facility, the “DIP Financing™);
with Wells Fargo Capital Finance, LLC (“Wells Fargo™) or an affiliate acting as

administrative agent (in such capacity, the “ABL _DIP Agent” and, together with




the Bayside DIP Agent, the “DIP _Agents™) for itself and a syndicate of financial

institutions (collectively, the “ABL DIP Lenders” and, together with the Bayside

DIP Lenders, the “DIP Lenders™);

(b) authorization for the Debtors to execute and deliver final documentation
consistent with the terms of, (i) with respect to the Bayside DIP Facility, the form of credit
agreement attached to the Motion as Exhibit B (as amended, supplemented or modified from
time to time, including pursuant to this Interim Order, the “Bayside DIP Credit Agreement™) and,
(i1) with respect to the ABL DIP Facility, the form of credit agreement attached to the Motion as
Exhibit C (as amended, supplemented or modified from time to time, _including pursuant to this
Interim Order. the “ABL DIP Credit Agreement” and, together with the Bayside DIP Credit
Agreement, the “DIP Credit Agreements”), each of which shall be in form and substance
acceptable to the Bayside DIP Agent and the ABL. DIP Agent, and filed with the Bankruptcy
Court contemporaneously with the filing of the Motion, and to perform such other and further
acts as may be required in connection with the DIP Credit Agreements and all such instruments
or documents as may be executed and delivered in connection therewith or which relate thereto
(collectively with the DIP Credit Agreements, the “DIP Documents™);

(c) authorization for the Debtors to: (i) use all cash collateral consisting of proceeds
of ABL Priority Collateral (as defined in the DIP Intercreditor Agreement) coming into the
possession or control of the Debtors to reduce the Obligations (as defined in the Credit
Agreement dated as of May 22, 2012 (as amended, supplemented or otherwise modified from
time to time, the “Prepetition ABL_Credit Agreement”) among certain of the Debtors, Wells
Fargo, as administrative agent and co-collateral agent (in such capacities, the “Prepetition ABL

Agent”), and the lenders and other entities party thereto (collectively, the “Prepetition ABL

1:13219873.213
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Lenders”)) te-the-extent-not-repard-orotherwise-satisfied-with-proceeds-of the ABL-DIP Credit-
Agreement-and, to the extent allowable under Bankruptcy Code section 506(b), pay (A) interest
at the default rate set forth in the Prepetition ABL Credit Agreement, (B) all fees, costs, expenses
and other charges due or coming due under the Prepetition ABL Documents or in connection
with the Prepetition ABL Debt (each as defined below), regardless of whether such fees, costs,
interest and other charges are included in the budget set forth in the Prepetition ABL Documents,
and (C) all costs and expenses at any time incurred by the Prepetition ABL Agent and Prepetition
ABL Lenders in connection with (x) the negotiation, preparation and submission of this Interim
Order (as defined below) and any other order or document related hereto and (y) the
representation of the Prepetition ABL Agent and the Prepetition ABL Lenders in the Chapter 11
Cases, including in defending against any Lender Claim (as defined below) (such amounts set

forth in subclauses (A) through (C), collectively, the “Allowable ABL 506(b) Amounts” and,

together with the Obligations (as defined in the Prepetition ABL Credit Agreement), the

“Prepetition ABL Debt”) arising under or in connection with the Prepetition ABL Credit

Agreement and the Loan Documents (as defined in the Prepetition ABL Credit Agreement)

executed 1n connection therewith (collectively with the Prepetition ABL Credit Agreement, the

“Prepetition ABL, Documents”™); (ii) upon entry of this Interim Order, use the proceeds of the
ABL DIP Facility to fully repay or otherwise satisfy the Prepetition ABL Debt; and (iii) deem any
extant letters of credit and Bank Product Obligations (as defined in the Prepetition ABL Credit
Agreement) to be issued or otherwise incurred under the ABL DIP Credit Agreement (such

Prepetition ABL Debt, letter of credit obligations and Bank Product Obligations, collectively, the

“ABL Roll Up Obligations™);?




(d) the granting of adequate protection to the secured parties under the Prepetition
ABL Credit Agreement and the Credit Agreement dated as of May 22, 2012 (as amended,

restated, supplemented or otherwise modified from time to time, the “Prepetition Term Loan

Credit Agreement” and, together with the Prepetition ABL Credit Agreement, the “Prepetition
Credit Agreements”) among School Specialty, the borrowers and guarantors party thereto, the

lenders party thereto (collectively, the “Prepetition Term Loan Lenders” and, together with the

Prepetition ABL Lenders, the “Prepetition Secured Lenders”) and Bayside, as administrative
agent (in such capacity, the “Prepetition Term Loan Agent” and, together with the Prepetition

ABL Agent, the “Prepetition Agents”), and each loan document executed in connection with the

Prepetition Term Loan Credit Agreement (collectively with the Prepetition Term Loan Credit
Agreement, the “Prepetition Term Loan Documents™ and, together with the Prepetition ABL
Documents, the “Prepetition Loan Documents”), whose liens and security interests are being
primed by the DIP Financing;

(e) authorization for the Debtors to use any Cash Collateral (as defined below) in
which the Prepetition ABL Agent, any Prepetition ABL Lender, the Prepetition Term Loan Agent
or any Prepetition Term Loan Lender (collectively, the “Prepetition Secured Parties™) may have
an interest and the granting of adequate protection to the Prepetition Secured Parties with respect
to, inter alia, such use of their Cash Collateral and all use and diminution in the value of their
respective interests in collateral;

® pursuant to Bankruptcy Rule 4001, that an interim hearing (the “Interim Hearing™)

on the Motion be held before this Court to consider entry of the proposed interim order annexed
to the Motion (the “Interim Order”), among other things, (i) authorizing each Borrower, on an

interim basis, to borrow forthwith from the DIP Lenders under the DIP Documents up to an

E1 13219873213
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aggregate principal or face amount not to exceed (A) $175,000,000 pursuant to the ABL DIP
Facility and (B) $25,000,000 under the InerementalBayside DIP-Term Facility (in each case,

subject to any limitations on borrowings under the applicable DIP Documents and in accordance

with the applieable-budget);

5 (i)
authorizing each Borrower to guaranty the DIP Obligations (as defined below) of each other
Borrower and the Guarantors to guaranty the DIP Obligations of each Borrower, (ii1) authorizing
the Debtors’ use of Cash Collateral, and (iv) granting the adequate protection described herein;
and

(2) that this Court schedule a final hearing (the “Final Hearing”) to be held within
thirty (30) days of the entry of the Interim Order to consider entry of a final order (the “Final

Order”) authorizing the balance of the DIP Financing (including the Bayside-ReH-Upbalance of

the ABL DIP LeansFacility) under the DIP Documents on a final basis, as set forth in the Motion
and the DIP Documents filed with this Court.

Due and appropriate notice of the Motion_under the circumstances, the relief requested
therein and the Interim Hearing having been served by the Debtors on the forty (40) largest
unsecured creditors of the Debtors, the DIP Agents, the DIP Lenders, the Prepetition Agents, the
Prepetition Secured Lenders, the Office of the United States Trustee for the District of Delaware
(the “U.S. Trustee™), the Internal Revenue Service and the Securities and Exchange Commission
in compliance with Bankruptcy Rule 4001(b) and (c) and the Local Rules; the Interim Hearing
having been held by this Court on {January 30, 2013; and upon the record made by the Debtors
at the Interim Hearing and after due deliberation and consideration and sufficient cause appearing

therefor;

IT IS FOUND, DETERMINED, ORDERED AND ADJUDGED, that:




1. Disposition. The Motion is granted on an interim basis in accordance with the
terms of this Interim Order. Any objections to the Motion with respect to the entry of this
Interim Order that have not been withdrawn, waived or settled, and all reservations of rights
included therein, are hereby denied and overruled. This Interim Order shall become effective
immediately upon entry. The DIP Intercreditor Agreement (as defined below) and that certain
Intercreditor Agreement dated as of May 22, 2012 (as amended, supplemented or modified from
time to time, the “Prepetition Intercreditor Agreement” and, together with the DIP Intercreditor
Agreement, the “Intercreditor Agreements™”) in all respects are “subordination agreements” for
purposes of Bankruptcy Code section 510(a).

2. Jurisdiction. This Court has core jurisdiction over the Chapter 11 Cases, the
Motion and the parties and property affected hereby pursuant to 28 U.S.C. §§ 157(b) and 1334.
Venue is proper before this Court pursuant to 28 U.S.C. §§ 1408 and 1409. The predicates for
the relief sought herein are Bankruptcy Code sections 105, 361, 362, 363 and 364, Bankruptcy
Rules 2002, 4001 and 9014 and the Local Rules.

3. Notice. Under the circumstances, the notice given by the Debtors of the Motion,
the relief requested therein and the Interim Hearing constitutes appropriate, due and sufficient
notice thereof and complies with Bankruptcy Rule 4001(b) and (c) and the Local Rules, and no
further notice of the relief sought at the Interim Hearing is necessary or required.

4. Debtors’ Stipulations. Without prejudice to the rights of any other party (but
which are subject to the limitations thereon contained in paragraph 2423), the Debtors admit,
stipulate and agree that:

(a) As of the date of the commencement of the Chapter 11 Cases (the

“Petition Date”):

El 13219873213
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(1) the Debtors party to or otherwise obligated under the
Prepetition Term Loan Documents, without defense, counterclaim or offset of any
kind, were jointly and severally indebted and liable to the Prepetition Term Loan
Lenders under the Prepetition Term Loan Documents in the aggregate principal
amount of $92,054,001.06 (including the Early Payment Fee, as defined in the
Prepetition Term Loan Credit Agreement) plus $2,606,866.33 in accrued and
unpaid interest, plus expenses (including any attorneys’, accountants’, appraisers’
and financial advisors’ fees that are chargeable or reimbursable under the
Prepetition Term Loan Documents), charges, Obligations (as defined in the
Prepetition Term Loan Credit Agreement) and all other obligations incurred in
connection therewith as provided in the Prepetition Term Loan Documents

(collectively, the “Prepetition Term Loan Debt” and, together with the ABL Roll

Up Obligations, the “Prepetition Debt™), which Prepetition Term Loan Debt is

secured by (collectively, the “Prepetition Term [.oan Security Interests™): (X) first

priority liens on and security interests in the Term Loan Priority Collateral (as
defined in that certain Intercreditor Agreement dated as of January {28431, 2013
by and between the ABL DIP Agent and the Bayside DIP Agent (the “DIR2DP_
Intercreditor Agreement™)); and (Y) second priority liens on and security interests
in the ABL Priority Collateral (as defined in the DIP Intercreditor Agreement);

and

(1) the Debtors party to or otherwise obligated under the
Prepetition ABL Documents, without defense, counterclaim or offset of any kind,

were jointly and severally indebted and liable to the Prepetition ABL Lenders in



the aggregate principal amount of approxtmately—$47-62not less than $43.496
million in respect of loans and Letters of Credit (as defined in the Prepetition ABL
Credit Agreement) made by the Prepetition ABL Lenders plus the Allowable ABL
506(b) Amounts and all other Obligations (as defined in the Prepetition ABL
Credit Agreement), secured by (X) first priority liens on and security interests in
the ABL Priority Collateral (together with the Term Loan Priority Collateral, the

“Prepetition Priority Collateral”) and (Y) second priority liens on and security

interests in the Term Loan Priority Collateral (collectively, the “Prepetition ABL

Security Interests” and, together with the Prepetition Term Loan Security

Interests, the “Prepetition Security Interests™); and

(b) The Prepetition Debt constitutes the legal, valid and binding obligation of the
respective Debtors named in the Prepetition Loan Documents, enforceable in accordance with its
terms (other than in respect of the stay of enforcement arising from Bankruptcy Code section
362).

(©) No portion of the Prepetition Debt or any payments made to the Prepetition
Agents or the Prepetition Secured Lenders or applied to the obligations owing under the
Prepetition Loan Documents prior to the Petition Date is subject to avoidance, recharacterization,
recovery, subordination, attack, offset, counterclaim, defense or “claim” (as defined in the
Bankruptcy Code) of any kind pursuant to the Bankruptcy Code or other applicable law.

(d) The Debtors hold no valid or enforceable “claims™ (as defined in the Bankruptcy
Code), counterclaims, causes of action, defenses or setoff rights of any kind against any of the
Prepetition Agents or the Prepetition Secured Lenders. Each Debtor hereby forever waives and

releases any and all “claims” (as defined in the Bankruptcy Code), counterclaims, causes of

E 1:13219873:213
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action, defenses or setoff rights against each of the Prepetition Agents and each of the Prepetition
Secured Lenders, whether arising at law or in equity, including any recharacterization,
subordination, avoidance or other claim arising under or pursuant to section 105 or chapter 5 of
the Bankruptcy Code or under any other similar provisions of applicable state or federal law;
provided, however, that nothing herein or in any of the DIP Documents shall operate as a release
or waiver of any claims or causes of action held by any party (including, without limitation, any
of the Debtors) against any Debtor, any “affiliate” of any Debtor (as defined in the Bankruptcy
Code) or any officer, director or direct or indirect shareholder (or affiliate thereof) of any Debtor.
(e) The Prepetition Security Interests granted to the Prepetition Agents in the

Prepetition Priority Collateral pursuant to and in connection with the Prepetition Loan
Documents, including, without limitation, all security agreements, pledge agreements,
mortgages, deeds of trust and other security documents executed by any of the Debtors in favor
of the Prepetition Agents, for such Prepetition Agents’ benefit and for the benefit of the
applicable Prepetition Secured Lenders, (i) are valid, binding, perfected and enforceable liens and
security interests in the real and personal property described in the Prepetition Loan Documents,
(i1) are not subject, pursuant to the Bankruptcy Code or other applicable law, to avoidance,
recharacterization, recovery, subordination, attack, offset, counterclaim, defense or “claim” (as
defined in the Bankruptcy Code) of any kind, (iii) are subject and subordinate only to (A) the DIP
Liens (as defined below), (B) the Carve-Out (as defined below) to which the DIP Liens are
subject and (C) valid, perfected and unavoidable liens and security interests permitted under the
applicable Prepetition Loan Documents, but only to the extent that such liens and security
interests are permitted by the applicable Prepetition Loan Documents to be senior to or pari

passu with the applicable Prepetition Security Interests, and (iv) constitute the legal, valid and

143249873213
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binding obligation of the Debtors, enforceable in accordance with the terms of the applicable
Prepetition Loan Documents.

5. Findings Regarding the DIP Financing.

(a) Good cause has been shown for the entry of this Interim Order.

(b) The Debtors have an immediate need to obtain the DIP Financing and use Cash
Collateral to permit, among other things, the orderly continuation of the operation of their
businesses, to maintain business relationships with vendors, suppliers and customers, to make
payroll, to make capital expenditures and to satisfy other working capital and operational needs.
The access of the Debtors to sufficient working capital and liquidity through the use of Cash
Collateral, incurrence of new indebtedness for borrowed money and other financial
accommodations is vital to the preservation and maintenance of the going concern values of the
Debtors and to a successful reorganization of the Debtors.

(©) The Debtors are unable to obtain financing on more favorable terms from sources
other than the DIP Lenders under the DIP Documents and are unable to obtain adequate
unsecured credit allowable under Bankruptcy Code section 503(b)(1) as an administrative
expense. The Debtors are also unable to obtain secured credit allowable under Bankruptcy Code
sections 364(c)(1), 364(c)(2) and 364(c)(3) for the purposes set forth in the DIP Credit
Agreements without the Debtors (i) granting to the DIP Agents and the DIP Lenders, subject to
the Carve-Out as provided for herein, the DIP Liens and the Superpriority Claims (as defined

below) under the terms and conditions set forth in this Interim Order and in the DIP Documents;-

upon-entry-of and (ii) to the extent set forth in this Interim Order, using proceeds-ofthe- ABL-DIR-

p1:13219873.213
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FaeilityCash Collateral consisting of ABL Priority Collateral coming into the possession or

control of the Debtors to pay or otherwise satisfy theany ABL Roll Up Obligations.
(d) The terms of the DIP Financing-inelading-the Bayside Rol-Up-DIR Leans-and-the-
ABL-Roll- Up-Obligations; and the use of Cash Collateral are fair and reasonable, reflect the

Debtors’ exercise of prudent business judgment—eensistent—with—their—fiduetary—duties and

constitute reasonably equivalent value and fair consideration.

(e) The DIP Financing has been negotiated in good faith and at arm’s length among
the Debtors, the DIP Agents and the DIP Lenders, and all of the Debtors’ obligations and
indebtedness arising under, in respect of or in connection with the DIP Financing and the DIP

Documents, including without limitation, all loans and Letters of Credit (as defined in the ABL

DIP Facility), the InerementalBayside DIP Term-Faetlity-the Bayside Rell-Up-DH2-Leans{upen-

coming into the possession or control of the Debtors to pav or otherwise satisfv ABL Roll Up

er, and the balance of the ABL
DIP Facility made to and all guarantees issued by the Debtors pursuant to the DIP Documents,
and any other obligations under the DIP Documents (including, with respect to the ABL DIP
Facility, all Bank Product Obligations) (all of the foregoing collectively, the “DIP Obligations”),
shall be deemed to have been extended by the DIP Agents and the DIP Lenders and their
affiliates in good faith, as that term is used in Bankruptcy Code section 364(e), and in express
reliance upon the protections offered by Bankruptcy Code section 364(e), and the DIP
Obligations, the DIP Liens and the Superpriority Claims shall be entitled to the full protection of
Bankruptcy Code section 364(e) in the event that this Interim Order or any provision hereof is

vacated, reversed or modified, on appeal or otherwise.
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@ P  the ABL Roll Up Obligati q he Del , . d
. o . b their fduciar dutics.

() €2} The Debtors have requested entry of this Interim Order pursuant to Bankruptcy
Rules 4001(b)(2) and 4001(c)(2) and the Local Rules. Absent granting the relief sought by this
Interim Order, the Debtors’ estates will be immediately and irreparably harmed. Consummation
of the DIP Financing and authorization of the use of Cash Collateral in accordance with this
Interim Order and the DIP Documents is therefore in the best interests of the Debtors’ estates-

. -t their fiduci Luties,

6. Authorization of the DIP Financing and the DIP Credit Agreements.

(a) The Debtors are hereby authorized to execute and enter into the DIP Documents,
including the Bayside DIP Credit Agreement and the ABL DIP Credit Agreement, and the DIP
Credit Agreements and other DIP Documents are hereby approved, as modified herein. The DIP
Credit Agreements and this Interim Order shall govern the financial and credit accommodations
to be provided to the Debtors by the DIP Lenders; provided that in the event of a conflict
between the DIP Credit Agreements and this Interim Order, this Interim Order shall control.

(b) The Borrowers are hereby authorized to borrow money pursuant to the DIP Credit
Agreements, and the Borrowers and the Guarantors are hereby authorized to guaranty such

borrowings, up to an aggregate principal or face amount of (i) $175,000,000 pursuant to the ABL

DIP Facility—G

include the ABL Roll Up Obligations (plus interest, fees and other expenses and amounts
provided for in the DIP Credit Agreements in respect of the DIP Financing)y;_and (i1)

$25,000,000 under the InerementalBayside DIP TermFEaecilityand-(iit)-upen-entry-of-the-Final-
Order$94:667:000-00-in-Bayside Rell- Up-DIP-Loans{plus-interest-fees-and-other expenses-and-

E 1:13219873.213
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(collectively, the “Borrowed Amount™).

(c) The Borrowed Amount may be used in accordance with the terms of this Interim

Order and the DIP Credit Agreements (and subject to the applieable-budgetApproved Budget
provided for in-bethunder the Bayside DIP Credit AgreementsAgreement and the ABIL, DIP.
Credit Agreement) to, among other things, (x) provide working capital for the Borrowers and the
Guarantors (including, without limitation, foreign affiliates guaranteeing the DIP Obligations)
and (y) pay interest, fees and expenses in accordance with this Interim Order and the DIP
Documents (including, for the avoidance of doubt, the fees and expenses of the DIP Lenders’
professionals, whether incurred pre- or postpetition). In addition,_fo the extent authorized
pursuant to this Interim Order, proceeds of the ABL DIP Facility may be used,-upon-entry-of-this-

Interimn-Order-and subject to the rights of parties set forth in paragraph 21-herein;-to-discharge-in

Up Obligations. The Debtors are also authorized to incur Bank Product Obligations pursuant to

the terms of the ABL DIP Facility, including overdrafts and related liabilities arising from
treasury, depository and cash management services including any automated clearing house fund
transfers provided to or for the benefit of the Debtors by the ABL DIP Agent or any of its
affiliates, provided, however, that nothing herein shall require the ABL. DIP Agent or any other
party to incur overdrafts or to provide any such services or functions to the Debtors. The Debtors
shall not (A) use the proceeds of the ABL DIP Facility or any proceeds of the ABL Priority
Collateral to (i) repay or prepay any of the Prepetition Term Loan Debt or the Bayside Rel-Hp-

DIP LeansFacility, (ii) pay any Taxes (as defined in the ABL DIP Credit Agreement) upon or as
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a-result of the Disposition (as defined in the DIP Intercreditor Agreement) of Term Loan Priority
Collateral or (ii1) affirmatively commence or support, or to pay any professional fees incurred in
connection with, any adversary proceeding, motion or other action that seeks to challenge,
contest or otherwise seek to impair or object to the validity, extent, enforceability or priority of
the liens, claims or rights in favor of the DIP Agents, any DIP Lender, the Prepetition Agents or
any Prepetition Lender; or (B) use the proceeds of the InerementalBayside DIP-Term Facility or
any proceeds of the Term Loan Priority Collateral to (x) repay or prepay any of the Prepetition
ABL Debt or the ABL Roll Up Obligations, (y) pay any Taxes (as defined in the Bayside DIP
Credit Agreement) upon or as a result of the Disposition of the ABL Priority Collateral or (z)
affirmatively commence or support, or to pay any professional fees incurred in connection with,
any adversary proceeding, motion or other action that seeks to challenge, contest or otherwise
seek to impair or object to the validity, extent, enforceability or priority of the liens, claims or
rights in favor of the DIP Agents, any DIP Lender, the Prepetition Agents or any Prepetition:
Lender.

(d) In furtherance of the foregoing and without further approval of this Court, each
Debtor is authorized and directed to perform all acts, to make, execute and deliver all instruments
and documents (including, without limitation, the execution or recordation of security
agreements, mortgages and financing statements), and to pay all fees, that may be reasonably
required or necessary for the Debtors’ performance of their obligations under the DIP Financing,
including, without limitation:

(1) the execution, delivery and performance of the DIP

Documents, including, without limitation, the DIP Credit Agreements, any

143249873213
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security and pledge agreements, any mortgages contemplated thereby and the

letter agreements referred to in clause (iii) below;

(i1) the execution, delivery and performance of one or more
amendments, waivers, consents or other modifications to and under the DIP
Documents for, among other things, the purpose of (A) with respect to the
Bayside DIP Facility, adding additional financial institutions as Bayside DIP
Lenders and reallocating the commitments for the Bayside DIP Facility among the
Bayside DIP Lenders, in each case in such form as the Debtors and the Bayside
DIP Agent may agree; and (B) with respect to the ABL DIP Facility, adding
additional financial institutions as ABL DIP Lenders and reallocating the
commitments for the ABL DIP Facility among the ABL DIP Lenders, in each case
in such form as the Debtors and the ABL DIP Agent may agree; provided that no
further approval of the Bankruptcy Court shall be required for amendments,
waivers, consents or other modifications to and under the DIP Documents (or any
non-material fees paid in connection therewith) that do not shorten the maturity of
the extensions of credit thereunder or increase the commitments, the rate of
interest or the letter of credit fees payable thereunder; provided, however, that the
Debtors shall provide notice of any material modification or amendment to the
DIP Credit Agreements to counsel to any official committee appointed in the
Chapter 11 Cases (the “Committee”), counsel to each of the Prepetition Agents
and the U.S. Trustee, each of whom shall have five (5) days from the date of such
notice within which to object in writing to such modification or amendment. If

any Committee, the U.S. Trustee or the Prepetition Agents timely objects to any

16



such material modification or amendment to the DIP Credit Agreements, such
modification or amendment shall only be permitted pursuant to an order of this

Court;

(ii1) the non-refundable payment: (A) solely from proceeds of
the Bayside DIP Facility or Term Loan Priority Collateral, to the Bayside DIP
Agent or Bayside DIP Lenders, as the case may be, of the fees referred to in the

Bayside DIP Credit Agreement (and in the separate letter agreement(s) between

them in connection with the Bayside DIP Facility), but excluding the

to the extent referenced in the amended version thereof). and the reasonable costs

and expenses as may be due from time to time, including, without limitation, fees
and expenses of the professionals retained as provided for in connection with the
Bayside DIP Credit Agreement (including, for the avoidance of doubt, all such
fees and expenses incurred prior to the Petition Date); and (B) solely from
proceeds of the ABL DIP Facility or ABL Priority Collateral, to the ABL DIP
Agent or ABL DIP Lenders, as the case may be, of the fees referred to in the ABL
DIP Credit Agreement (and in the separate letter agreement(s) between them in
connection with the ABL DIP Facility), and the reasonable costs and expenses as
may be due from time to time, including, without limitation, fees and expenses of
the professionals retained as provided for in connection with the ABL DIP Credit

Agreement;

@iv) the conversion of the Prepetition-Ferm-tean-Debtto-
- de Roll Us DIP I the Final Order:

01:13219873:213
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satisball ABL Debt and other satisfaction of the ABL Roll Up Obligations upen-

entry-ofto the extent authorized pursuant to this Interim Order; and

() @ri-the performance of all other acts required under or in

connection with the DIP Documents.

(e) Upon execution and delivery of the DIP Credit Agreements and the other DIP
Documents, such DIP Documents shall constitute valid, binding and non-avoidable obligations
of the Debtors enforceable against each Debtor party thereto in accordance with their respective
terms and the terms of this Interim Order for all purposes during the Chapter 11 Cases, any
subsequently converted case of any Debtor under chapter 7 of the Bankruptcy Code or after the
dismissal of any Case. No obligation, payment, transfer or grant of security under the DIP Credit
Agreements, the other DIP Documents or this Interim Order shall be stayed, restrained, voidable,
avoidable or recoverable under the Bankruptcy Code or under any applicable law (including
without limitation, under Bankruptcy Code sections 502(d), 548 or 549 or under any applicable
state Uniform Fraudulent Transfer Act, Uniform Fraudulent Conveyance Act or similar statute or
common law), or subject to any defense, reduction, setoff, recoupment or counterclaim;
provided, however, that in the event of a final order sustaining a timely challenge under
paragraph 2423 hereto that the repayment or deemed satisfaction of the ABL Roll Up Obligations
pursuant to the ABL DIP Facility resulted in the repayment or satisfaction of unsecured claims
against the Debtors, then the repayment or other satisfaction shall be reversed, the ABL Roll Up
Obligations shall be reinstated, and the accompanying obligations under the ABL DIP Facility
shall be reduced or otherwise rescinded, on a dollar-for-dollar basis (including the reduction of
revolving commitments thereunder).

143219893213
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® If the Debtors fail to timely execute and deliver the DIP Credit Agreements and
the other DIP Documents as required by the DIP Credit Agreements, then all DIP Obligations,
including borrowings and accrued and unpaid interest and fees, incurred by the Debtors pursuant
to the DIP Credit Agreements and this Interim Order shall mature and become immediately due
and payable, in which event the DIP Lenders shall have the rights provided for in paragraph
1214(c) of this Interim Order.

7. Payment of the Prepetition ABL Debt. The Debtors are authorized and directed
to use all Cash Collateral consisting of proceeds of ABL Priority Collateral coming into the
possession or control of the Debtors to reduce the ABL Roll Up Obligations arising under or in
connection with the Prepetition ABL Credit Agreement—Upen_until entry of thisInterimthe Final
Order, at which time the Debtors shall be authorized to use the proceeds of the ABL DIP Facility
to fully repay or deem issued or incurred under the ABL DIP Facility any remaining ABL Roll
Up Obligations.

8. Superpriority Claims. Pursuant to Bankruptcy Code section 364(c)(1), all of the
DIP Obligations shall constitute allowed senior administrative expense claims against each of the
Debtors (the “Superpriority Claims”) with priority over any and all administrative expenses,
adequate protection claims, diminution claims (including all Adequate Protection Obligations (as
defined below)) and all other claims against the Debtors, now existing or hereafter arising, of any
kind whatsoever, including, without limitation, all administrative expenses of the kind specified
in Bankruptcy Code sections 503(b) or 507(b), and over any and all administrative expenses or
other claims arising under Bankruptcy Code sections 105, 326, 328, 330, 331, 503(b), 506(c),
507(a), 507(b), 546, 726, 1113 or 1114, whether or not such expenses or claims may become

secured by a judgment lien or other non-consensual lien, levy or attachment, which allowed

EL}@%}&:&%&
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claims shall for purposes of Bankruptcy Code section 1129(a)(9)(A) be considered administrative
expenses allowed under Bankruptcy Code section 503(b), and which shall be payable from and
have recourse to all pre- and postpetition property of the Debtors and all proceeds thereof,
including, without limitation (subject to entry of the Final Order), all Avoidance Actions (as
defined below), subject only to the payment of the Carve-Out to the extent specifically provided
for herein. The Superpriority Claims granted hereunder to the Bayside DIP Lenders shall be pari
passu with the Superpriority Claims granted hereunder to the ABL DIP Lenders.

9. Carve-Out. The “Carve-Out” means an amount sufficient to satisfy (a) all fees
and expenses required to be paid to the Clerk of the Court and to the Office of the U.S. Trustee
pursuant to 28 U.S.C. §§ 156(c) and 1930(a)(6) and (b) (i) unpaid allowed fees, expenses, and
disbursements of the professionals for the Debtors and the Committee, if any (collectively, the
“Professionals™) incurred and accruing after the occurrence and during the continuance of an
Event of Default (as such term is defined in the ABL DIP Credit Agreement or the Bayside DIP
Credit Agreement) and delivery of a written notification by the ABL DIP Agent to the Bayside
DIP Agent and the Prepetition Term Agent, or by the Bayside DIP Agent to the Prepetition ABL
Agent and the ABL DIP Agent, of the occurrence of such Event of Default (as such term is
defined in the ABL DIP Credit Agreement or Bayside DIP Credit Agreement) for purposes of

this paragraph 9 (the “Carve-Out Notice”), in an aggregate amount not in excess of $500,000 and

(i1) unpaid Professionals’ fees and expenses incurred and accruing prior to the delivery of a
Carve-Out Notice and as allowed by the Bankruptcy Court and in such amounts (subject to any
permitted variance under the ABL DIP Credit Agreement and the Bayside DIP Credit
Agreement) not in excess of the permitted line items for such amounts and for such periods as set

forth in the budgetsApproved Budgets set forth in the DIP Credit Agreements and Carve-Out

01:43219873-213
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Report (as defined below) (clauses (1) and (i1), collectively, the “Professionals’ Carve-Out™);
provided that (x) the dollar limitation in this clause (b) on fees and expenses shall neither be
reduced nor increased by the amount of any compensation or reimbursement of expenses
incurred, awarded or paid prior to the delivery of a Carve-Out Notice in respect of which the
Carve-Out is invoked or by any fees, expenses, indemnities or other amounts paid to any
Prepetition Agent or Prepetition Secured Lender and (y) nothing herein shall be construed to
impair the ability of any party to object to the fees, expenses, reimbursement or compensation
described in clauses (i) and (ii) above. AsExcept as otherwise provided herein, as among the DIP
Collateral (as defined below), the Professionals’ Carve-Out, if and to the extent invoked pursuant
to this Interim Order, shall be allocated one-half against and funded from the ABL Priority
Collateral and one-half against and funded from the Term Loan Priority Collateral. Fhe-Debtors-

/ e Chief Rests . O ¢ lefined—in—the-ABL-DIP-Credit-Agreenent)-shall-

expenses-acerued-or-ineurred-by the-Prefessionals-through-the-date-ef the-Carve-Out-Report-and-
0y projected fees. 1 ¢ the Professionals for the.30-d o folloving th

date-of-such—Carve-But-Repert—taking-into—aceount-projected-interim-payments—during-such-
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of any loan or other advance under the ABI, DIP Credit Aercement or the ABL Priority

Collateral.®

10. The Debtors and their Chief Restructuring Officer (as defined in the ABL DIP

Credit Agreement) shall nrovide to the DIP_Agents a written report (the “Carve-Out Report”)

every two weeks disclosing their then-current estimate of (1) the aggrecate amount of unpaid

the Carve-Out Report. and (2) proiected fees. costs and expenses of the Professionals for the

30-dav period following the date of such Carve-Out Report, taking into account nroiected interim

deemed to be increased to refle he disbursement of such amounts in such Subsequent Budge
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11. Nothing herein shall be construed as consent by the DIP Agents to the allowance

of any fees or expenses of the Professionals or shall affect g gent to object

to the allowance and pavment of such fees. costs or expenses, or the rieht of the DIP Acents to

with respect to fees and expenses for a Professional that are approved on an interim basis but are

later denied on a final basis,

12.  10=-DIP Liens. As security for the DIP Obligations, effective and perfected upon
the date of this Interim Order and without the necessity of the execution, recordation of filings by
the Debtors of mortgages, security agreements, control agreements, pledge agreements, financing
statements or other similar documents, or the possession or control by any DIP Agent or DIP
Lender of or over any DIP Collateral, the following security interests and liens are hereby granted
by the Debtors to the DIP Agents for their own benefit and the respective benefit of the
applicable DIP Lenders (all property identified in clauses (a), (b) and (c) below being collectively
referred to as the “DIP Collateral”), subject, only in the event of the occurrence and during the
continuance of an Event of Default (as defined in the ABL DIP Credit Agreement or the Bayside
DIP Credit Agreement), to the payment of the Carve-Out (all such liens and security interests
granted to the DIP Agents, for their own benefit and the respective benefit of the applicable DIP
Lenders, pursuant to this Interim Order and the DIP Documents, the “DIP Liens™):

(a) First Lien on Unencumbered Property. Subject to the terms of the Intercreditor
Agreements, pursuant to Bankruptcy Code section 364(c)(2), a valid, binding, continuing,
enforceable, fully perfected first priority senior security interest in and lien upon all pre- and
postpetition property of the Debtors or their estates, whether existing on the Petition Date or

thereafter acquired, that, on or as of the Petition Date is not subject to valid, perfected and

E 143219873213
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non-avoidable liens (collectively, “Unencumbered Property”), including, without limitation, any
such unencumbered cash of the Debtors (whether maintained with a DIP Agent or otherwise) and
any investment of such cash, inventory, accounts receivable, other rights to payment whether
arising before or after the Petition Date, contracts, properties, plants, equipment, general
intangibles, documents, instruments, interests in leaseholds, real properties, patents, copyrights,
trademarks, trade names, other intellectual property, commercial tort claims, equity interests, and
the proceeds of all the foregoing. Subject only to and effective upon entry of the Final Order,
Unencumbered Property shall also include the Debtors’ claims and causes of action under
Bankruptcy Code sections 502(d), 544, 545, 547, 548, 549, 550, and 553 and any other avoidance
actions under the Bankruptcy Code and the proceeds thereof and property received thereby

whether by judgment, settlement or otherwise (collectively, “Avoidance Actions™).

(b) Liens Priming Prepetition Secured Parties’ Liens. Except as otherwise set forth
in paragraph ++13 herein, pursuant to Bankruptcy Code section 364(d)(1), a valid, binding,
continuing, enforceable, fully perfected first priority senior priming security interest in and lien
upon all pre- and postpetition property of the Debtors (including, without limitation, Cash
Collateral, inventory, accounts receivable, other rights to payment whether arising before or after
the Petition Date, contracts, properties, plants, equipment, general intangibles, documents,
instruments, interests in leaseholds, real properties, patents, copyrights, trademarks, trade names,
other intellectual property, equity interests, and the proceeds of all the foregoing), whether now
existing or hereafter acquired, that is subject to any existing lien presently securing the
Prepetitioﬁ Debt (including in respect of issued but undrawn letters of credit). The liens on (i)
the ABL Priority Collateral securing the ABL Priority Debt (as defined in the DIP Intercreditor

Agreement) shall be senior in all respects to the interests in such property of the Prepetition

E 1:13219873.213
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Secured Parties arising from current or future liens of the Prepetition Secured Parties (including,
without limitation, adequate protection liens granted hereunder) and (ii) the Term Loan Priority
Collateral securing the Term Loan Priority Debt (as defined in the DIP Intercreditor Agreement)
shall be senior in all respects to the interests in such property of the Prepetition Secured Parties
arising from current or future liens of the Prepetition Secured Parties (including, without
limitation, adequate protection liens granted hereunder). The security interests and liens on the
DIP Collateral securing the Bayside DIP Facility and the ABL DIP Facility shall be junior to any
valid, perfected, enforceable and unavoidable security interests and liens of parties other than the
DIP Agents, if any, on such property existing immediately prior to the Petition Date, or to any
valid, perfected and unavoidable interests in such property arising out of liens to which the liens
of the Prepetition Secured Parties may become subject subsequent to the Petition Date as
permitted by Bankruptcy Code section 546(b).

() Liens Junior to Certain Other Liens. Except as otherwise set forth in paragraph
+113 herein, pursuant to Bankruptcy Code section 364(c)(3), a valid, binding, continuing,
enforceable, fully perfected security interest in and lien upon all pre- and postpetition property of
the Debtors (other than the property described in clauses (a) or (b) of this paragraph 16;12, as to
which the liens and security interests in favor of the DIP Agents will be as described in such
clauses), whether now existing or hereafter acquired, that is subject to valid, perfected and
unavoidable liens in existence immediately prior to the Petition Date or to valid and unavoidable
liens in existence immediately prior to the Petition Date that are perfected subsequent to the

Petition Date as permitted by Bankruptcy Code section 546(b), which security interests and liens

in favor of the DIP Agents are junior to such valid, perfected and unavoidable liens._Subject to
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(d) Liens Senior to Certain Other Liens. The DIP Liens and the Adequate Protection

Liens (as defined below) shall not be subject or subordinate to (i) any lien or security interest that
1s avoided and preserved for the benefit of the Debtors and their estates under Bankruptcy Code
section 551, (i1) any liens arising after the Petition Date including, without limitation, any liens or
security interests granted in favor of any federal, state, municipal or other governmental unit,
commission, board or court for any liability of the Debtors to the extent permitted by applicable
non-bankruptcy law or (ii1) any intercompany or affiliate liens of the Debtors.

13.  H=-Priority of DIP Liens. Notwithstanding anything to the contrary herein, and

subject to entry of the Final Order to the extent this paragraph ++13 relates to the DIP Liens
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granted in respect of the-Bayside-Rel-Up-DIP-LeansABL Roll Up Obligations that are not

er, (a) the DIP Liens granted hereunder to the
Bayside DIP Lenders (the “Bayside DIP Liens”) shall be immediately junior in priority and
subject to the DIP Liens granted to the ABL DIP Lenders and to the prepetition liens granted to
the Prepetition ABL Agent in respect of the ABL Priority Collateral, (b) the DIP Liens granted

hereunder to the ABL DIP Lenders (the “Wells DIP Liens”) shall be immediately junior in

priority and subject to the Bayside DIP Liens and to the prepetition liens granted to the
Prepetition BaysideTerm Loan Agent in respect of the Term Loan Priority Collateral; provided
that, subject to and effective upon entry of the Final Order and subject to entry of a final order in
favor of a plaintiff sustaining a Lender Claim brought pursuant to paragraph 2323 of this Interim
Order, (1) if any Prepetition ABL Lender is required to turn over, disgorge or otherwise pay to the
Debtors’ estates any amount paid in respect of the Prepetition ABL Debt, then the Prepetition
ABL Lenders shall be entitled to a reinstatement of Prepetition ABL Debt with respect to all such
amounts and (i1) if any Prepetition Term Loan Lender is required to turn over, disgorge or
otherwise pay to the Debtors’ estates any amount paid in respect of the Prepetition Term Loan
Debt, then the Prepetition Term Loan Lenders shall be entitled to a reinstatement of Prepetition
Term Loan Debt with respect to all such amounts. The ABL Priority Collateral shall include the
proceeds of the Avoidance Actions described in subclause (i) above, subject to entry of the Final
Order, and the Wells DIP Liens granted hereunder in respect of such Avoidance Actions shall be
senior to the Bayside DIP Liens granted hereunder; the Term Loan Priority Collateral shall
include the proceeds of the Avoidance Actions described in subclause (ii) above, subject to entry
of the Final Order, and the Bayside DIP Liens granted hereunder in respect of such Avoidance

Actions shall be senior to the Wells DIP Liens granted hereunder; and the DIP Liens granted
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hereunder in respect of the proceeds of all Avoidance Actions not covered by subclauses (i) or
(11) above shall rank pari passu as between the DIP Agents.

14.  12-Protection of DIP Lenders’ Rights.

(a) All DIP Collateral shall be free and clear of all liens, claims and encumbrances,
except for those liens, claims and encumbrances expressly permitted under the DIP Documents
or this Interim Order.

(b) Subject to the terms of the DIP Intercreditor Agreement, so long as there are any
borrowings or letters of credit or other amounts (other than contingent indemnity obligations as
to which no claim has been asserted when all other amounts have been paid and no letters of
credit are outstanding) outstanding under the DIP Documents, (1) the Prepetition Term Loan
Agent and Prepetition Term Loan Lenders shall (i) take no action to foreclose upon or recover in
connection with the liens granted thereto pursuant to the Prepetition Loan Documents or this
Interim Order, or otherwise exercise remedies against any ABL Priority Collateral, except to the
extent authorized by an order of this Court, (1i) be deemed to have consented to any release of
ABL Priority Collateral authorized under the DIP Documents and (iii) not file any further
financing statements, trademark filings, copyright filings, mortgages, notices of lien or similar
instruments, or otherwise take any action to perfect their security interests in the ABL Priority
Collateral unless, solely as to this clause (iii), the ABL DIP Agent or ABL DIP Lenders file
financing statements or other documents to perfect the liens granted pursuant to this Interim
Order, or as may be required by applicable state law to continue the perfection of valid and
unavoidable liens or security interests as of the Petition Date and (2) the Prepetition ABL Agent
and Prepetition ABL Lenders shall (i) take no action to foreclose upon or recover in connection

with the liens granted thereto pursuant to the Prepetition Loan Documents or this Interim Order,
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or otherwise exercise remedies against any Term Loan Priority Collateral, except to the extent
authorized by an order of this Court, (ii) be deemed to have consented to any release of Term
Loan Priority Collateral authorized under the DIP Documents and (iii) not file any further
financing statements, trademark filings, copyright filings, mortgages, notices of lien or similar
instruments, or otherwise take any action to perfect their security interests in the Term Loan
Priority Collateral unless, solely as to this clause (iii), the Bayside DIP Agent or Bayside DIP
Lenders file financing statements or other documents to perfect the liens granted pursuant to this
Interim Order, or as may be required by applicable state law to continue the perfection of valid
and unavoidable liens or security interests as of the Petition Date.

(©) The automatic stay provisions of Bankruptcy Code section 362 are vacated and
modified to the extent necessary to permit the DIP Agents and the DIP Lenders to exercise (i)
immediately upon the occurrence of an Event of Default (as defined in the ABL DIP Credit
Agreement or the Bayside DIP Credit Agreement), all rights and remedies under the applicable
DIP Documents other than those rights and remedies against the DIP Collateral as provided in
clause (i1) below and (i1) upon the occurrence and during the continuance of an Event of Default
(as defined in the ABL DIP Credit Agreement or the Bayside DIP Credit Agreement) and the
giving of five business days’ prior written notice to the Debtors (with a copy to counsel to any
Committee, if appointed, and to the U.S. Trustee) to the extent provided for in any DIP
Document, all rights and remedies against the DIP Collateral provided for in any DIP Document
(including, without limitation, the right to set off against accounts maintained by the Debtors
with any DIP Agent or DIP Lender or any affiliate thereof). In any hearing regarding any
exercise of rights or remedies, the only issue that may be raised by any party in opposition thereto

shall be whether, in fact, an Event of Default (as defined in the ABL DIP Credit Agreement or
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the Bayside DIP Credit Agreement) has occurred and is continuing, and the Debtors and the
Prepetition Secured Parties hereby each waive their right to seek relief, including, without
limitation, under Bankruptcy Code section 105, to the extent such relief would in any way impair
or restrict the rights and remedies of either DIP Agent or the DIP Lenders set forth in this Interim
Order or the DIP Documents. In no event shall the DIP Agents, the DIP Lenders, the Prepetition
Agents or the Prepetition Secured Lenders be subject to the equitable doctrine of “marshaling” or
any similar doctrine with respect to the DIP Collateral. The delay or failure to exercise rights and
remedies under the applicable DIP Documents or this Interim Order by any of the DIP Agents or
DIP Lenders shall not constitute a waiver of such DIP Agent’s or such DIP Lender’s rights
hereunder, thereunder or otherwise, unless any such waiver is pursuant to a written instrument
executed in accordance with the terms of the applicable DIP Documents.

15.  13=Limitation on Charging Expenses Against Collateral. Subject only to and
effective upon entry of the Final Order, except to the extent of the Carve-Out, no costs or
expenses of administration of the Chapter 11 Cases or any future proceeding that may result
therefrom, including liquidation in chapter 7 or other proceedings under the Bankruptcy Code,
shall be charged against or recovered from the DIP Collateral, the Prepetition Priority Collateral
or the Cash Collateral pursuant to Bankruptcy Code sections 506(c), 552(b) or 105(a) or any
similar principle of law without the prior written consent of the DIP Agents or the Prepetition
Agents, as the case may be, and no such consent shall be implied from any other action, inaction,
or acquiescence by the DIP Agents, the DIP Lenders, the Prepetition Agents or the Prepetition
Secured Lenders.

16. 14-Cash Collateral.
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ABL Roll Up Obligations. With the exception of any funds in a blocked account pursuant to the

Prepetition ABL Documents, to the extent any funds of the Debtors were on deposit with any
Prepetition Secured Party as of the Petition Date, including, without limitation, all funds
deposited in, or credited to, an account of any Debtor with any Prepetition Secured Party
immediately prior to the filing of the Debtors’ chapter 11 petitions (regardless of whether, as of
the time of filing, such funds had been collected or made available for withdrawal by any such
Debtor), such funds (the “Deposited Funds™) are subject to rights of setoff, except as otherwise
set forth in the DIP Intercreditor Agreement. By virtue of such setoff rights, the Deposited Funds
are subject to a lien in favor of such Prepetition Secured Party, giving rise to a secured claim
pursuant to Bankruptcy Code sections 506(a) and 553. The Prepetition Secured Parties are
obligated, to the extent provided in the Prepetition Loan Documents and subject to the terms of
the DIP Intercreditor Agreement, as the case may be, to share the benefit of such liens and setoff
rights with the other Prepetition Secured Parties that are party to or are otherwise beneficiaries of
such documents. Pursuant to Bankruptcy Code section 552, any proceeds of the Prepetition
Priority Collateral of the Prepetition Secured Parties (including, without limitation, the Deposited
Funds or any other funds on deposit at the Prepetition Secured Parties or at any other institution
as of the Petition Date) are Cash Collateral of the applicable Prepetition Secured Parties within
the meaning of Bankruptcy Code section 363(a). The Deposited Funds, all cash proceeds of the
Prepetition Priority Collateral of the Prepetition Secured Parties and all other cash collateral (as

defined in the Bankruptcy Code) of the Prepetition Secured Parties constitutes “Cash Collateral”

hereunder.
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17.  15-Use of Cash Collateral. Except on the terms and conditions of this Interim
Order and the Intercreditor Agreements, the Debtors shall be enjoined and prohibited from using
the Cash Collateral absent further order of this Court. The Debtors’ right to use Cash Collateral,
and the Prepetition Secured Parties’ consent to use of Cash Collateral, shall terminate
automatically on the Maturity Date (as defined in the ABL DIP Credit Agreement or the Bayside
DIP Credit Agreement, as applicable).

18.  16-Adequate Protection. Subject to the terms of the Intercreditor Agreements,
the Prepetition Secured Parties are entitled, pursuant to Bankruptcy Code sections 361, 363(e)
and 364(d)(1), to adequate protection of their interests in their respective Prepetition Priority
Collateral, including the Cash Collateral, for and equal in amount to the aggregate diminution in
the value of the Prepetition Secured Parties’ interest in the Prepetition Priority Collateral,
including, without limitation, any such diminution resulting from the sale, lease or use by the
Debtors (or other decline in value) of Cash Collateral and any other Prepetition Priority
Collateral, the priming of the Prepetition Secured Parties’ security interests and liens in the
Prepetition Priority Collateral by the DIP Agents and the DIP Lenders pursuant to the DIP
Documents and this Interim Order, and the imposition of the automatic stay pursuant to
Bankruptcy Code section 362. As adequate protection, the Prepetition Secured Parties are hereby

granted the following (collectively, the “Adequate Protection Obligations”)_ (subject to

(a) Adequate Protection Liens. Subject to the terms of the DIP Intercreditor

Agreement, the Prepetition Agents (for themselves and for the respective benefit of the
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applicable Prepetition Secured Lenders) are hereby granted (effective and perfected upon the date
of this Interim Order and without the necessity of the execution by the Debtors of mortgages,
security agreements, pledge agreements, financing statements or other agreements) a replacement
security interest in and lien upon all DIP Collateral, subject and subordinate only to (i) the DIP
Liens and any liens on the DIP Collateral that are senior to, or pari passu with, the DIP Liens and
(11) the Carve-Out (the “Adequate Protection Liens”). The Adequate Protection Liens granted
hereunder to the Prepetition Secured Parties shall rank as follows: (i) the Adequate Protection
Liens granted hereunder to the Prepetition ABL Agent shall be immediately junior in priority and
subject to the Adequate Protection Liens granted hereunder to the Prepetition Term Loan Agent
in respect of the Term Loan Priority Collateral and (ii) the Adequate Protection Liens granted
hereunder to the Prepetition Term Loan Agent shall be immediately junior in priority and subject
to the Adequate Protection Liens granted to the Prepetition ABL Agent in respect of the ABL
Priority Collateral.

(b) Section 507(b) Claims. Subject to the terms of the DIP Intercreditor Agreement,
the Prepetition Agents (for themselves and for the respective benefit of the applicable Prepetition
Secured Lenders) are hereby granted, subject to the payment of the Carve-Out, allowed
superpriority claims as provided for in Bankruptcy Code section 507(b), immediately junior to
the claims under Bankruptcy Code section 364(c)(1) held by the DIP Agents and the DIP
Lenders; provided however that none of the Prepetition Secured Parties shall receive or retain any
payments, property or other amounts in respect of the superpriority claims under Bankruptcy
Code section 507(b) granted hereunder or under the Prepetition Loan Documents unless and until

the DIP Obligations have indefeasibly been paid in cash in full or as otherwise agreed by the DIP
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Lenders or as provided in the DIP Documents. The superpriority claims granted hereunder to the
Prepetition Secured Parties shall rank pari passu as between the Prepetition Agents.

() Payment of Interest. Subject to the limitations regarding the use of proceeds and
DIP Collateral as set forth in the ABL DIP Credit Agreement and the Bayside DIP Credit
Agreement and otherwise subject to the terms of the Intercreditor Agreements, the Prepetition
Agents, for the benefit of the Prepetition Secured Lenders, shall receive (i) the immediate cash
payment of all accrued and unpaid prepetition interest at the rates provided for in the applicable
Prepetition Loan Documents and all other accrued and unpaid fees and disbursements owing to
the Prepetition Secured Lenders or Prepetition Agents, as applicable, under the applicable
Prepetition Loan Documents incurred prior to the Petition Date and (ii) the current cash payment
of all interest accruing after the Petition Date at the rates provided for in the applicable
Prepetition Loan Documents.

(d) Fees and Expenses. The Prepetition Agents and the Prepetition Secured Lenders
shall receive from the Debtors current cash payments of all fees and expenses payable to the
Prepetition Agents or the Prepetition Secured Lenders, as applicable, under the Prepetition Loan
Documents, including, but not limited to, the reasonable fees and disbursements of counsel,
financial and other consultants for the Prepetition Agents or Prepetition Secured Lenders
promptly upon receipt of invoices therefor (subject in all respects to applicable privilege or work
product doctrines) and without the necessity of filing motions or fee applications, including such
amounts arising before and after the Petition Date; provided, however, that the Prepetition
Agents and the Prepetition Secured Lenders shall submit copies of their respective professional
fee invoices for postpetition fees and expenses to the Debtors, and the Debtors shall send copies

of such invoices to the U.S. Trustee and any Committee within fivetwo (52) business days from
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receipt thereof, and the U.S. Trustee and any Committee shall have fiveten (5)-business10) days
from receipt thereof to object in writing to the reasonableness of such invoices; to the extent that
the U.S. Trustee or any Committee so objects to any such invoices, the Debtors shall remit
payment on account of the portion of such invoices to which there has been no objection, and
payment of the allegedly unreasonable portion of such invoices will be subject to review by the
Bankruptcy Court; provided, further, however, if applicable, that such invoices may be redacted
to the extent necessary to delete any information subject to the attorney-client privilege, any
information constituting attorney work product or any other confidential information, and the
provision of such invoices shall not constitute any waiver of the attorney-client privilege or any
benefits of the attorney work product doctrine. Notwithstanding anything in the foregoing to the
contrary, all fees and expenses payable to (i) the Bayside DIP Agent, the Bayside DIP Lenders,
the Prepetition Term Loan Agent or the Prepetition Term Loan Lenders shall be paid solely from
the proceeds of Term Priority Collateral and the Bayside DIP Facility and (ii) the ABL DIP
Agent, the ABL DIP Lenders, the Prepetition ABL Agent or the Prepetition ABL Lenders shall
be paid solely from the proceeds of ABL Priority Collateral and the ABL DIP Facility. The
Bayside DIP Agent and the ABL DIP Agent may charge the applicable loan accounts to pay for
such fees and expenses.

(e) Monitoring of Collateral. Each of the Prepetition Agents shall be permitted to
retain separate expert consultants and financial advisors at the expense of the Debtors, which
consultants and advisors shall be given reasonable access for purposes of monitoring the
Debtors’ businesses and the value of the DIP Collateral. Notwithstanding anything in the
foregoing to the contrary, all reasonable and documented expenses, as provided for in the

Prepetition Loan Documents, as applicable, relating to (i) any consultants or financial advisors
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retained by the Prepetition Term Loan Agent or the Prepetition Term Loan Lenders shall be paid
solely from the proceeds of Term Loan Priority Collateral and the Bayside DIP Facility and (ii)
any consultants or financial advisors retained by the Prepetition ABL Agent or the Prepetition
ABL Lenders shall be paid solely from the proceeds of ABL Priority Collateral and the ABL DIP
Facility.

3] Financial Reporting. The Debtors shall provide the Prepetition Agents with
financial and other reporting as described in the DIP Documents.

19.  17-Reservation of Rights of Prepetition Secured Parties. Under the
circumstances and given that the above-described adequate protection is consistent with the
Bankruptcy Code, including section 506(b) thereof, the Bankruptcy Court finds that the adequate
protection provided herein is reasonable and sufficient to protect the interests of the Prepetition
Secured Parties. However, each Prepetition Agent may request further or different adequate
protection, and the Debtors or any other party may contest any such request; provided that,
except as otherwise provided in the DIP Intercreditor Agreement, any such further or different
adequate protection shall at all times be subordinate and junior to the claims and liens of the DIP
Agents and the DIP Lenders granted under this Interim Order and the DIP Documents. Except as
expressly provided herein, nothing contained in this Interim Order (including, without limitation,
the authorization of the use of any Cash Collateral) shall impair or modify any rights, claims or
defenses available in law or equity to any Prepetition Secured Party, DIP Agent or DIP Lender,
including, without limitation, rights of a party to a swap agreement, securities contract,
commodity contract, forward contract or repurchase agreement with a Debtor to assert rights of
setoff or other rights with respect thereto as permitted by law (or the right of a Debtor to contest

such assertion).
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20.  8—Perfection of DIP Liens and Adequate Protection Liens.

(a) Subject to the provisions of paragraph +812(b) above, the Debtors, the DIP
Agents, the DIP Lenders and the Prepetition Secured Parties are hereby authorized, but not
required, to file or record financing statements, trademark filings, copyright filings, mortgages,
notices of lien or similar instruments in any jurisdiction, or take possession of or control over, or
take any other action in order to validate and perfect the liens and security interests granted to
them hereunder. Whether or not the DIP Agents on behalf of the DIP Lenders or the Prepetition
Agents on behalf of the Prepetition Secured Lenders shall, in their sole discretion, choose to file
such financing statements, trademark filings, copyright filings, mortgages, notices of lien or
similar instruﬁlents, or take possession of or control over, or otherwise confirm perfection of the
liens and security interests granted to them hereunder, such liens and security interests shall be
deemed valid, perfected, allowed, enforceable, non-avoidable and not subject to challenge,
dispute or subordination, at the time and on the date of entry of this Interim Order. Upon the
request of either DIP Agent, each of the Prepetition Secured Parties, without any further consent
of any party, is authorized to take, execute, deliver and file such instruments (in each case
without representation or warranty of any kind) to enable the DIP Agents to further validate,
perfect, preserve and enforce the DIP Liens. The Debtors shall execute and deliver to the DIP
Agents and the Prepetition Agents all such agreements, financing statements, instruments and
other documents as the DIP Agents and the Prepetition Agents may reasonably request to more
fully evidence, confirm, validate, perfect, preserve and enforce the DIP Liens and the Adequate
Protection Liens. All such do‘(izuments will be deemed to have been recorded and filed as of the

Petition Date.
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(b) A certified copy of this Interim Order may, in the discretion of the DIP Agents, be
filed with or recorded in filing or recording offices in addition to or in lieu of such financing
statements, mortgages, notices of lien or similar instruments, and all filing offices are hereby
authorized to accept such certified copy of this Interim Order for filing and recording.

(c) Subject to entry of the Final Order and after notice to any affected landlord or
other parties, any provision of any lease or other license, contract or other agreement that requires
(i) the consent or approval of one or more landlords or other parties or (ii) the payment of any
fees or obligations to any governmental entity, in order for any Debtor to pledge, grant, sell,
assign or otherwise transfer any such leasehold interest, or the proceeds therecof, or other
postpetition collateral related thereto, is hereby deemed to be inconsistent with the applicable
provisions of the Bankruptcy Code. Any such provision shall have no force and effect with
respect to the transactions granting postpetition liens, in such leasehold interest or the proceeds
of any assignment and/or sale thereof by any Debtor, in favor of the DIP Lenders in accordance
with the terms of the DIP Documents or this Interim Order.

21.  19-Preservation of Rights Granted Under this Interim Order.

(a) Subject to the terms of the DIP Intercreditor Agreement, no claim or lien having a
priority superior to or pari passu with those granted by this Interim Order to the DIP Agents, the
DIP Lenders or the Prepetition Secured Parties shall be granted or allowed until the occurrence of
(i) the payment in full in cash or immediately available funds of all of the DIP Obligations,
Prepetition Debt and Adequate Protection Obligations, (ii) the termination or expiration of all
commitments to extend credit to Debtors, (iii) with respect to the ABL Roll Up Obligations and
ABL DIP Facility, the termination of, or providing Cash Collateral in respect of all outstanding

letters of credit and Bank Product Obligations that comprise a portion of the ABL Roll Up
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Obligations or ABL DIP Facility, as set forth in the Prepetition ABL Credit Agreement or ABL
DIP Credit Agreement, respectively, and (iv) the cash collateralization in respect of any asserted
or threatened claims, demands, actions, suits, proceedings, investigations, liabilities, fines, costs,
penalties, or damages for which any Prepetition Secured Lender, any DIP Lender, Prepetition
Agent or DIP Agent may be entitled to indemnification by any Debtor pursuant to the
indemnification provisions in the Prepetition Loan Documents and Loan Documents (as defined
in the applicable DIP Credit Agreement), as applicable (“Paid in Full”). While any portion of the
DIP Financing (or any refinancing thereof), the DIP Obligations or the Adequate Protection
Obligations remain outstanding and the commitments thereunder have not been terminated, the
DIP Liens and the Adequate Protection Liens shall not be (x) subject or junior to any lien or
security interest that is avoided and preserved for the benefit of the Debtors’ estates under
Bankruptcy Code section 551 or (y) subordinated to or made pari passu with any other lien or
security interest, whether under Bankruptcy Code section 364(d) or otherwise.

(b) Unless all DIP Obligations shall have indefeasibly been Paid in Full (and, with
respect to outstanding letters of credit issued and Bank Product Obligations pursuant to the ABL
DIP Credit Agreement, cash collateralized in accordance with the provisions thereof) and the
Adequate Protection Obligations shall have been indefeasibly paid in cash in full, the Debtors
shall not seek, and it shall constitute. an Event of Default (as defined in the ABL DIP Credit
Agreement or the Bayside DIP Credit Agreement) and terminate the right of the Debtors to use
Cash Collateral if any of the Debtors seek, or if there is entered, (i) any modification or extension
of this Interim Order without the prior written consent of the ABL DIP Agent, in the case of the
ABL DIP Facility, or the Bayside DIP Agent, in the case of the Bayside DIP Facility (or, if the

DIP Obligations have been indefeasibly paid in cash in full, the Prepetition Agents, to the extent
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of any outstanding Prepetition Debt), and no such consent shall be implied by any other action,
inaction or acquiescence, or (ii) an order converting or dismissing any of the Chapter 11 Cases.

(¢) If an order dismissing any of the Chapter 11 Cases under Bankruptcy Code section
1112 or otherwise is at any time entered, such order shall provide (in accordance with
Bankruptcy Code sections 105 and 349) that (i) the Superpriority Claims, priming liens, security
interests and replacement security interests granted to the DIP Agents and the DIP Lenders and,
as applicable, the Prepetition Secured Parties pursuant to this Interim Order shall continue in full
force and effect and shall maintain their priorities as provided in this Interim Order until all DIP
Obligations and Adequate Protection Obligations shall have been indefeasibly paid in cash in full
(and that such Superpriority Claims, priming liens and replacement security interests, shall,
notwithstanding such dismissal, remain binding on all parties in interest) and (ii) to the extent
permitted by applicable law, this Court shall retain jurisdiction, notwithstanding such dismissal,
for the purposes of enforcing the claims, liens and security interests referred to in (i) above.

(d) If any or all of the provisions of this Interim Order are hereafter reversed,
modified, vacated or stayed, such reversal, stay, modification or vacation shall not affect (i) the
validity, priority or enforceability of any DIP Obligations or Adequate Protection Obligations
incurred prior to the actual receipt of written notice by the DIP Agents or the Prepetition Agents,
as applicable, of the effective rdate of such reversal, stay, modification or vacation or (ii) the
validity or enforceability of any lien or priority authorized or created hereby or pursuant to the
DIP Documents with respect to any DIP Obligations, or the Adequate Protection Obligations.
Notwithstanding any such reversal, stay, modification or vacation, any use of Cash Collateral,
DIP Obligations or Adequate Protection Obligations incurred by the Debtors to the DIP Agents,

the DIP Lenders or the Prepetition Secured Parties prior to the actual receipt of written notice by
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the DIP Agents or the Prepetition Agents, as applicable, of the effective date of such reversal,
stay, modification or vacation shall be governed in all respects by the original provisions of this
Interim Order, and the DIP Agents, the DIP Lenders and the Prepetition Secured Parties shall be
entitled to all the rights, remedies, privileges and benefits granted in Bankruptcy Code section
364(e), this Interim Order and pursuant to the DIP Documents with respect to all uses of Cash
Collateral, the DIP Obligations and the Adequate Protection Obligations.
(e) Except as expressly provided in this Interim Order or in the DIP Documents, the

DIP Liens, the Superpriority Claims, the Adequate Protection Obligations and all other rights and
remedies of the DIP Agents, the DIP Lenders and the Prepetition Secured Parties granted by the
provisions of this Interim Order and the DIP Documents shall survive, and shall not be modified,
impaired or discharged by (i) the entry of an order converting any of the Chapter 11 Cases to a
case under chapter 7, dismissing any of the Chapter 11 Cases, terminating the joint
administration of these Chapter 11 Cases or by any other act or omission or (ii) the entry of an
order confirming a plan of reorganization in any of the Chapter 11 Cases and, pursuant to
Bankruptecy Code section 1141(d)(4), the Debtors have waived any discharge as to any remaining
DIP Obligations. The terms and provisions of this Interim Order and the DIP Documents shall
continue in these Chapter 11 Cases, in any successor cases if these Chapter 11 Cases cease to be
jointly administered, or in any superseding chapter 7 cases under the Bankruptcy Code, and the
DIP Liens, the Superpriority Claims and the Adequate Protection Obligations and all other rights
and remedies of the DIP Agents, the DIP Lenders and the Prepetition Secured Parties granted by
the provisions of this Interim Order and the DIP Documents shall continue in full force and effect

until the DIP Obligations and the Adequate Protection Obligations are Paid in Full.
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22.  20-Limitation on Use of DIP Financing Proceeds and Collateral.
Notwithstanding anything herein or in any other order by this Court to the contrary, no
borrowings, proceeds of letters of credit, Cash Collateral, Prepetition Priority Collateral, DIP
Collateral, portion of the proceeds of the DIP Financing or part of the Carve-Out may be used for
any of the following (each, a “Lender Claim™) without the prior written consent of the Prepetition
Agents: (a) to object, contest or raise any defense to, the validity, perfection, priority, extent or
enforceability of any amount due under the DIP Documents or the Prepetition Loan Documents,
or the liens or claims granted under this Interim Order, the DIP Documents or the Prepetition
Loan Documents, (b) investigate or assert any claims, defenses or causes of action that mayv exist
under law, equity or otherwise against the DIP Agents, the DIP Lenders, the Prepetition Agents,
or the Prepetition Secured Lenders, or their respective agents, affiliates, representatives, attorneys
or advisors, (c) prevent, hinder or otherwise delay the DIP Agents’ assertion, enforcement or
realization on the Cash Collateral or the DIP Collateral in accordance with the DIP Documents or
this Interim Order, (d) seek to modify any of the rights granted to the DIP Agents or the DIP
Lenders hereunder or under the DIP Documents, in each of the foregoing cases without such
applicable parties’ prior written consent, or (¢) pay any amount on account of any claims arising
prior to the Petition Date unless such payments are (i) approved by an order of this Court and (ii)
in accordance with the DIP Credit Agreements. Notwithstanding the foregoing, any party other
than the Debtors may investigate claims and issues with respect to the Prepetition Loan
Documents (the “Investigation”) and, subject to any applicable law with respect to standing,
commence and prosecute any related proceedings as a representative of the Debtors’ estates;

provided that in the case of a Committee (if appointed), not more than $25,000 of DIP Collateral
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shall be used for such Investigation of the Prepetition Loan Documents, subject to entry of the
Final Order.

23. 21—Effect of Stipulations on Third Parties.

(a) Each stipulation, admission and agreement contained in this Interim Order,
including, without limitation, in paragraph 4 of this Interim Order, shall be binding upon the
Debtors and any successor thereto (including, without limitation, any chapter 7 or chapter 11
trustee appointed or elected for any of the Debtors) under all circumstances and for all purposes,
and the Debtors are deemed to have irrevocably waived and relinquished all Lender Claims as of
the date of entry of this Interim Order. Each stipulation, admission and agreement contained in
this Interim Order, including, without limitation, in paragraph 4 of this Interim Order, shall also
be binding upon all other parties in interest, including, without limitation, any Committee (if
appointed), under all circumstances and for all purposes, except to the extent that (i) a party in
interest has, subject to the limitations contained herein, including, inter alia, in paragraph 2423,
timely and properly filed an adversary proceeding asserting a Lender Claim with respect to any of
the stipulations or admissions set forth in paragraph 4 by no later than the earlier of the date that
1s (X) seventy-five (75) days after the Petition Date or (Y) with respect to any Lender Claim
asserted by any Committee, sixty (60) days (or such later date as has been agreed to, in writing,
by the applicable Prepetition Agent in its sole discretion) after the appointment of the
Committee, and (ii) there is a final order in favor of the plaintiff sustaining such Lender Claim.

(b) The success of any particular Lender Claim shall not alter the bihding effect on
each party in interest of any stipulation or admission not subject to such Lender Claim. Except to
the extent (but only to the extent) a timely and properly filed adversary proceeding asserting a

Lender Claim is successful, (i) the Prepetition Debt shall constitute allowed claims, not subject to
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avoidance, recharacterization, recovery, subordination, attack, offset, counterclaims, defense or
“claim” (as defined in the Bankruptcy Code) of any kind pursuant to the Bankruptcy Code or
other applicable law, for all purposes in the Chapter 11 Cases and any subsequent chapter 7
cases, (i1) the Prepetition Security Interests shall be deemed to have been, as of the Petition Date,
legal, valid, binding perfected and enforceable liens and security interests not subject to
avoidance, recharacterization, recovery, subordination, attack, offset, counterclaims, defense or
“claim” (as defined in the Bankruptcy Code) of any kind, and (iii) the Prepetition Debt and the
Prepetition Security Interests shall not be subject to any other or further challenge by any party in
interest seeking to exercise the rights of the Debtors’ estates, including, without limitation, any
successor thereto (including, without limitation, any chapter 7 or chapter 11 trustee appointed or
elected for any of the Debtors).

() Nothing in this Interim Order vests or confers on any person (as defined in the
Bankruptcy Code), including a Committee, if appointed, standing or authority to pursue any
cause of action belonging to the Debtors or their estates, including, without limitation, Lender
Claims with respect to the Prepetition Loan Documents or the Prepetition Debt.

(d) Upon approval of the Final Order, notwithstanding anything to the contrary
herein, upon written notice to the landlord of any of Debtors’ leased premises that an Event of
Default (as defined in the Bayside DIP Credit Agreement or ABL DIP Credit Agreement) has
occurred and 1s continuing, each DIP Agent may enter upon such leased premises for the purpose
of exercising any right or remedy with respect to the collateral located thereon and shall be
entitled to the Debtors' rights and privileges under such lease(s) without interference from such
landlord; provided that such DIP Agent shall pay to such landlord rent first accruing after the

above referenced written notice and during the period of occupancy by such DIP Agent,
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calculated on a per diem basis and any such amount paid shall be deemed to be DIP Obligations,
as applicable.

24. 22-Collateral Agent.

(a) Subject to the terms of the Intercreditor Agreements, to the extent that the
Prepetition Term Loan Agent is (a) the secured party under any account control agreements in
connection with the Prepetition Term Loan Documents, (b) listed as loss payee under the
Debtors’ insurance policies in connection with the Prepetition Term Loan Documents, or (¢) the
secured party under any Prepetition Term Loan Document, so shall the Bayside DIP Agent (x) be
deemed to be the secured party under such account control agreements, loss payee under the
Debtors’ insurance policies and the secured party under each such Prepetition Term Loan
Document, (y) have all rights and powers attendant to that position (including, without limitation,
rights of enforcement) and (z) act in that capacity and distribute any proceeds recovered or
received first, for the benefit of the Bayside DIP Lenders in accordance with the Bayside DIP
Credit Agreement and the DIP Intercreditor Agreement, and second, subsequent to indefeasible
payment in full of all DIP Obligations, for the benefit of the Prepetition Term Loan Lenders, to
the extent of any outstanding Prepetition Term Loan Debt.

(b) To the extent that the Prepetition ABL Agent is (a) the secured party under any
account control agreements in connection with the Prepetition ABL Documents, (b) listed as loss
payee under the Debtors’ insurance policies in connection with the Prepetition ABL Documents,
or (c¢) the secured party under any Prepetition ABL Document, so shall the ABL DIP Agent (x)
be deemed to be the secured party under such account control agreements, loss payee under the
Debtors’ insurance policies and the secured party under each such Prepetition ABL Document,

(y) have all rights and powers attendant to that position (including, without limitation, rights of
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enforcement) and (z) act in that capacity and distribute any proceeds recovered or received first,
for the benefit of the ABL DIP Lenders in accordance with the ABL DIP Credit Agreement and
the DIP Intercreditor Agreement, and second, subsequent to indefeasible payment in full of all
DIP Obligations, for the benefit of the Prepetition ABL Lenders, to the extent of any outstanding
Prepetition ABL Debt.

(©) Each Prepetition Agent shall serve as agent for the DIP Agents for purposes of
perfecting their respective security interests in and liens on all DIP Collateral that is of a type
such that perfection of a security interest therein may be accomplished only by possession or
control by a secured party.

25.  23-Order Governs. In the event of any inconsistency between the provisions of
this Interim Order and the DIP Documents, the provisions of this Interim Order shall govern.

26.  24=-Binding Effect; Successors and Assigns. The DIP Documents and the
provisions of this Interim Order, including all findings herein, shall be binding upon all parties in
interest in these Chapter 11 Cases, including, without limitation, the DIP Agents, the DIP
Lenders, the Prepetition Secured Parties, any Committee appointed and the Debtors and their
respective successors and assigns (including any chapter 7 or chapter 11 trustee hereinafter
appointed or elected for the estate of any of the Debtors, an examiner appointed pursuant to
Bankruptcy Code section 1104 or any other fiduciary appointed as a legal representative of any of
the Debtors or with respect to the property of the estate of any of the Debtors) and shall inure to
the benefit of the DIP Agents, the DIP Lenders, the Prepetition Secured Parties and the Debtors
and their respective successors and assigns, provided, however, that the DIP Agents, the DIP
Lenders, the Prepetition Agents and the Prepetition Secured Lenders shall have no obligation to

permit the use of Cash Collateral or to extend any financing to any chapter 7 trustee or similar
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responsible person appointed for the estates of the Debtors. In determining to make any loan
(whether under the DIP Credit Agreements, promissory notes or otherwise) or permit the use of
Cash Collateral or in exercising any rights or remedies as and when permitted pursuant to this
Interim Order or the DIP Documents, the DIP Agent, the DIP Lenders and the Prepetition
Secured Parties shall not (i) be deemed to be in control of the operations of the Debtors, (ii) owe
any fiduciary duty to the Debtors, their respective creditors, shareholders or estates or (iii) subject
only to entry of the Final Order, be deemed to be acting as a “responsible person” or “owner or
operator” with respect to the operation or management of the Debtors (as such terms, or any
similar terms, are used in the United States Comprehensive Environmental Response,
Compensation and Liability Act, 29 U.S.C. §§ 9601, et seq., as amended, or any similar federal
or state statute).

27.  25=No Impact on Certain Contracts or Transactions. No rights of any entity in
connection with a contract or transaction of the kind listed in Bankruptcy Code sections 555, 556,
559, 560 or 561, whatever they might or might not be, are affected by the provisions of this
Interim Order.

28.  26-Exclusions. Nothing herein or in any of the DIP Documents shall operate as a
release or waiver of, or a limit on expenditures in pursuit of, any claims or causes of action held
or assertable by any party (including, without limitation, any of the Debtors or any other party in
interest) against any Debtor, any “affiliate” of any Debtor (as defined in the Bankruptcy Code) or
any officer, director or direct or indirect shareholder (or affiliate thereof) of any Debtor.

29.  2Z7-Release. Subject to entry of the Final Order, upon the date that each
applicable portion of the DIP Financing shall be Paid in Full and prior to the release of the

applicable DIP Liens, Debtors shall execute and deliver to the applicable DIP Agent and DIP-
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Lenders a general release of any and all claims and causes of action that could have been asserted
or raised under or in connection with the ABI, DIP Facility or Bayside DIP Facility, as
applicable.

30.  28Effectiveness. This Interim Order shall constitute findings of fact and
conclusions of law and shall take effect and be fully enforceable nunc pro tunc to the Petition
Date immediately upon entry hereof. Notwithstanding Bankruptcy Rules 4001(a)(3), 6004(h),
6006(d), 7062 or 9024, any other Bankruptcy Rule or Rule 62(a) of the Federal Rules of Civil
Procedure, this Interim Order shall be immediately effective and enforceable upon its entry and
there shall be no stay of execution or effectiveness of this Interim Order.

31.  29-Headings. Section headings used herein are for convenience only and are not
to affect the construction of or to be taken into consideration in interpreting this Interim Order.

32.  30-Final Hearing. The Final Hearing will be held by this Court on

f———%February 25, 2013 at f————}(prevailing-Eastern—time]1:00 am. (ET). The

Debtors shall promptly transmit copies of this Interim Order (which shall constitute adequate
notice of the Final Hearing and the relief requested at such hearingsineluding-withrespect-to-the-
Baystde-Rell-Up-DIP-Leans) to the parties having been given notice of the Interim Hearing, to
any party that has filed a request for notices with this Court and to any Committee, if appointed.
Any party in interest objecting to the relief sought at the Final Hearing shall file a written
objection, which shall be served upon (a) (i) Paul, Weiss, Rifkind, Wharton & Garrison LLP,
Attn: Alan W. Kornberg, Jeffrey D. Saferstein and Elizabeth R. McColm, 1285 Avenue of the
Americas, New York, NY 10019 and (ii)) Young, Conaway, Stargatt & Taylor, LLP, Attn:
Pauline K. Morgan and Joel Waite, Rodney Square, 1000 North King Street, Wilmington, DE

19801, attorneys for the Debtors; (b) (i) Akin Gump Strauss Hauer & Feld, LLP, Attn: Michael
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Stamer & Meredith Lahaie, One Bryant Park, New York, NY 10036 and (ii) Pepper Hamilton
LLP, Attn: David Stratton & David Fournier, Hercules Plaza, Suite 5100, 1313 N. Market Street,
Wilmington, DE 19801, attorneys for the Prepetition Term Loan Agent, Prepetition Term Loan
Lenders, Bayside DIP Agent and Bayside DIP Lenders, (¢) (i) Goldberg Kohn, Attn: Randall
Klein & Jeremy Downs, 55 East Monroe Street, Suite 3300, Chicago, IL 60603, and (ii)
Richards, Layton and Finger, P.A., Attn: Paul Heath, One Rodney Square, 920 North King
Street, Wilmington, DE 19801, each as attorneys for the Prepetition ABL Agent and ABL DIP
Agent, (d) Baker & Mackenzie, Attn: Carmen Lonstein, 300 East Randolph Street, Suite 5000,
Chicago, IL 60601, attorneys for the ad hoc group holders of convertible debentures, and (e) the

U.S. Trustee, Atin: Ri and shall be filed

with the Clerk of the United States Bankruptcy Court, District of Delaware, in each case to allow

actual receipt by the foregoing no later than | }:Eebruary 15, 2013 at 4:00 p.m.
(prevailing Eastern time).

Dated , 2013
Wilmington, Delaware

The Honorable ReterKevin J. WalshCarey
United States Bankruptcy Judge
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