
UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

 
 
In re: 
 
SCHOOL SPECIALTY, INC., et al.,1 

Debtors. 

  
Chapter 11 
 
Case No. 13-10125 (KJC) 
 
Jointly Administered 
 
Re: Docket Nos. 12, 86, 88 & 247 

 
DEBTORS’ EMERGENCY MOTION FOR INTERIM AND FINAL ORDERS 

(A) AUTHORIZING (I) REPLACEMENT POSTPETITION SECURED FINANCING 
PURSUANT TO 11 U.S.C. §§ 105(a), 362, 363(b), 364(c)(1), 364(c)(3), 364(d)(1), 
365(e) AND 507, (II) GRANT OF CERTAIN EQUAL AND RATABLE LIENS 

AND SUPERPRIORITY CLAIMS TO THE AD HOC DIP LENDERS, 
AND (III) REPAYMENT OF EXISTING POSTPETITION FINANCING 

AND PREPETITION SECURED FINANCING PURSUANT TO 11 U.S.C. § 363(B); 
(B) GRANTING CERTAIN PROTECTIVE RELIEF WITH REGARD 

TO THE COMMITMENT LETTER RELATING TO 
THE AD HOC DIP FACILITY, AND (C) SCHEDULING A FINAL HEARING 

The above-captioned debtors and debtors in possession (each a “Debtor” and collectively, 

the “Debtors”) hereby file this emergency motion (the “Motion”), for entry of an interim order, 

substantially in the form attached hereto as Exhibit A (the “Ad Hoc Interim Order”) and entry of 

a final order (the “Final Order” and, together with the Ad Hoc Interim Order, the “DIP Orders”), 

(a) authorizing the Debtors to (i) obtain replacement postpetition secured financing on a 

superpriority basis, (ii) grant certain equal and ratable liens and priority claims to the Ad Hoc 

DIP Lenders (defined below), and (iii) repay their existing prepetition and postpetition secured 

debt, (b) granting certain protective relief with regard to the Commitment Letter (defined 

                                                 
1  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. 
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below)2 relating to the Ad Hoc DIP Facility (as defined below), and (v) scheduling a hearing to 

consider entry of the Final Order to approve the Ad Hoc DIP Facility.3  

JURISDICTION 

1. The United States Bankruptcy Court for the District of Delaware (the 

“Bankruptcy Court”) has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334 and 

the Amended Standing Order of Reference from the United States District Court for the District 

of Delaware dated as of February 29, 2012.  This matter is a core proceeding within the meaning 

of 28 U.S.C. § 157(b)(2). 

2. Venue is proper pursuant to 28 U.S.C. §§ 1408 and 1409. 

3. The statutory bases for the relief requested herein are sections 105(a), 362, 

363(b), 364(c)(1), 364(c)(3), 364(d)(1), 365(e) and 507 of title 11 of the United States Code (the 

“Bankruptcy Code”), rules 2002, 4001, and 9014 of the Federal Rules of Bankruptcy Procedure 

                                                 
2  The Commitment Letter is attached hereto as Exhibit B. 

3 The Debtors incorporate by reference (i) the Motion of Debtors for Entry of Interim and Final Orders (I) 
Authorizing Debtors (A) to Obtain Postpetition Financing Pursuant to 11 U.S.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 Ad Hoc 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 Obligations into Postpetition Secured Obligations; (II) Scheduling Final Hearing Pursuant to 
Bankruptcy Rules 4001(a) and (c); and (III) Granting Related Relief [Docket No. 12] (the “DIP Motion”); 
(ii) the Declaration of Agnes K. Tang in Support of The DIP Motion [Docket No. 13] (the “Tang Declaration”); 
(iii) the Interim Order (I) Authorizing Debtors (A) to Obtain Postpetition Financing Pursuant to 11 U.S.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 Ad Hoc 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 Obligations into Postpetition Secured Obligations; (II) Scheduling Final 
Hearing Pursuant to Bankruptcy Rules 4001(a) and (c); and (III) Granting Related Relief [Docket No. 86] (the 
“Interim DIP Order”); (iv) the January 30, 2013 Hearing Transcript [Docket No. 236]; (v) the February 15, 
2013 Hearing Transcript [Docket No.234 ]; and (vi) Exhibit B to the Debtors’ Motion for Order Pursuant to 
Local Rule 9006-1(d) Granting the Debtors Leave to File an Omnibus Reply to Objections to Debtors’ Motion 
for Approval of DIP Financing and Use of Cash Collateral [Docket. No. 247] (the “DIP Reply Motion”).  
Capitalized terms used but not defined herein shall have the meanings ascribed to them in the DIP Motion. 
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(the “Bankruptcy Rules”), and rule 4001-2 of the Local Rules of Bankruptcy Practice and 

Procedures (the “Local Rules”).   

INTRODUCTION 

4. Prior to the filing of these Chapter 11 Cases, the Debtors’ immediate need for 

liquidity necessitated that they negotiate, in good faith and at arm’s length, postpetition debtor-

in-possession financing with Bayside and the ABL DIP Lenders.  At that time, the Bayside and 

ABL DIP Facilities provided the best available financing terms and were in fact the only 

sufficient DIP facilities available to the Debtors.  The Bayside DIP Facility is tied to a sale of 

substantially all of the Debtors’ assets to a proposed stalking horse purchaser subject to higher 

and better bids in accordance with a Court-approved auction process.   

5. The Ad Hoc Committee (the “Ad Hoc Noteholders Committee”) of School 

Specialty, Inc. 3.75% Convertible Subordinated Notes due 2026 (the “Notes”)4 and the Official 

Committee of Unsecured Creditors (the “Official Committee”) objected to the Debtors’ DIP 

Motion on the grounds, among others, that the Bayside DIP Facility was inexorably tied to a 

section 363 sale and that such a sale foreclosed the possibility of filing a plan of reorganization. 

[Docket Nos. 219 & 220].  To that end, the parties have diligently and in good faith worked to 

create an alternative postpetition financing proposal with certain Noteholders represented by the 

Ad Hoc Noteholders Committee that would allow the Debtors greater flexibility in controlling 

the timeline of their Chapter 11 Cases (“the Ad Hoc DIP Facility”).   

6. On February 20, 2013, certain Noteholders (the “Ad Hoc DIP Lenders”) provided 

an executed commitment letter (the “Commitment Letter”) proposing the Ad Hoc DIP Facility 

that repays in full Bayside’s Term Loan and the Bayside DIP Facility (and escrows the “make 

whole” portion of the Term Loan pending resolution of issues relating to it by the Court) 
                                                 
4 Holders of the Notes are referred to herein as the “Noteholders.” 
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conditioned on the ABL DIP Facility remaining in place.  In connection therewith, the Ad Hoc 

Noteholders Committee also provided certain fee letters dated February 20, 2013 (the “Fee 

Letters”)5 which set forth certain fees requested to be paid to the Ad Hoc DIP Lenders and the 

Administrative Agent (defined below) in connection with providing the Ad Hoc DIP Facility.   

7. On February 22, 2012, subject to acceptable documentation, Court orders and any 

necessary credit committee approvals,6 the ABL DIP Lenders agreed to replacement of the 

Bayside DIP Facility as term loan lender, the extension of the milestones to match the milestones 

in the Ad Hoc DIP Facility, and to lend under the ABL DIP Facility through May 31, 2013.  

Based upon the Debtors’ projections, this accommodation from the ABL DIP Lenders could 

enable the Debtors to borrow additional amounts of $18.8 million for the period from April 15, 

2013 through May 30, 2013.  As a condition to this extension of time and money, the ABL DIP 

Lenders conditioned their consent upon a number of terms, including an additional fee request of 

$450,000, half of which will be waived if the ABL DIP Lenders are repaid in full and their 

commitments terminated by April 15, 2013.  The ABL DIP Lenders also required certain non-

material amendments, such as  additional collateral protection for the ABL Debt in excess of the 

amount outstanding as of April 15, 2013, and the extension of milestones to substantially match 

those proposed in the Ad Hoc DIP Facility, as more fully set forth in the Final Order seeking 

approval on a final basis of the ABL DIP Facility, as amended.   

8. After negotiating in good faith with all parties, including consulting with the 

Official Committee and comparing the terms of the Bayside DIP Facility with the Ad Hoc DIP 

Facility, the Debtors have concluded, in their business judgment, that the Ad Hoc DIP Facility is 

                                                 
5  The Fee Letters are attached hereto as Exhibit C.   

6  The Debtors believe that the ABL DIP Lenders will have obtained formal credit committee approval prior to the 
presentment of this Motion on February 25, 2013. 
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the best financing option available to them in that it will reduce the litigation and associated 

costs, provides lower interest rates, additional liquidity, and more flexible milestones in 

comparison to the Bayside DIP Facility and is thus the best financing option available to them.  

Accordingly, the Debtors submit that they have satisfied their burden with respect to the Ad Hoc 

DIP Facility, especially because the Ad Hoc DIP Facility is on overall better terms in comparison 

to the Bayside DIP Facility.   

9. Further, with the new money provided by the Ad Hoc DIP Lenders and the ABL 

DIP Lenders, the Debtors will be able to continue to stabilize their operations, to finance their 

Chapter 11 Cases, to consider sale options on a less expedited time frame and have the ability to 

pay numerous prepetition unsecured claims, including employee obligations, priority vendor and 

supplier claims, including section 503(b)(9) claims, customer obligations, and various tax claims. 

10. For these reasons and as set forth below, the Debtors respectfully request that the 

Court approve the Motion on an interim and final basis. 

RELIEF REQUESTED 

11. By this Motion and for the reasons set forth below, pursuant to sections 105(a), 

362, 363(b), 364(c)(1), 364(c)(3), 364(d)(1), 365(e) and 507 of the Bankruptcy Code, 

Bankruptcy Rule 2002, 4001, and 9014, and Local Rule 4001-2, the Debtors respectfully request 

that the Bankruptcy Court: 

(a) authorize the Debtors, (i) to obtain postpetition senior secured financing 

(A) up to an aggregate principal amount of $129,000,000 pursuant to the 

Ad Hoc DIP Facility on an interim basis and (B) up to an aggregate 

principal amount of $155,000,000 on a final basis; provided that, although 

the total aggregate $129,000,000 commitment under the Ad Hoc DIP 

Facility shall be made available on the Closing Date following entry of the 
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Ad Hoc Interim Order, during such interim period, the DIP Borrowers 

shall be permitted to use only such amounts as are consistent with the 

Budget (as defined below) and the Ad Hoc DIP Credit Agreement (as 

defined below), (ii) enter into and execute the Ad Hoc DIP Credit 

Agreement (as defined below), (iii) pay certain fees and expenses are 

required by the Ad Hoc DIP Credit Agreement including the fees set forth 

in the Fee Letters in accordance with the terms of such Fee Letters and 

certain costs and legal fees of the Noteholders, including the legal fees of 

Ad Hoc DIP Lenders, the Ad Hoc Noteholders’ Committee and the legal 

fees of Baker & McKenzie incurred in connection with the Noteholders’ 

objection to the Bayside DIP Facility at the January 30, 2013 hearing, (iv) 

repay the Debtors’ existing prepetition and postpetition secured debt 

pursuant to the Prepetition Term Loan Credit Agreement and the Bayside 

DIP Agreement, and (v) grant liens and superpriority claims to the Ad Hoc 

DIP Lenders;  

(b) granting certain relief relating to the Ad Hoc DIP Facility; and 

(c) scheduling a hearing on or before March 15, 2013 to consider entry of the 

Final Order to approve the Ad Hoc DIP Facility.   

BACKGROUND 

12. Prior to commencing these Chapter 11 Cases on January 28, 2013 (the “Petition 

Date”), the Debtors negotiated with their existing secured creditors to enter into the Bayside DIP 

Facility and the ABL DIP Facility to gain access to much needed liquidity.  On the Petition Date, 

the Debtors filed the DIP Motion and supporting Tang Declaration and a motion seeking 
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approval of proposed bidding procedures (the “Bidding Procedures”) in connection with the 

proposed sale of the Debtors’ assets.7   

13. After a hearing held before this Court on January 30, 2013, subject to certain 

amendments made on the record at such hearing and over the objection of certain Noteholders, 

this Court approved the ABL DIP Facility and the Bayside DIP Facility on an interim basis.  The 

Interim Order was entered on January 31, 2013.8 

14. On February 5, 2013, the Office of the United States Trustee appointed the 

Official Committee.9   

15. At the conclusion of a contested hearing held on February 15, 2013, the Court 

approved, on a preliminary basis, the Bidding Procedures as fair and reasonable, including the 

dates for parties to submit competing bids, to hold an auction, and to conduct a hearing to 

approve a sale (the “Bid Procedures Order”).10 

16. On February 15, 2013, certain parties filed objections to the DIP Motion, and on 

February 18, 2013, each of the Official Committee and Ad Hoc Noteholders Committee filed 

objections, asserting, among other things, that the DIP Facilities should not be approved because 

                                                 
7  Debtors’ Motion for Entry of (A) an Order (I) Scheduling Hearing on Approval of Asset Sale, Assumption and 

Assignment of Executory Contracts to Bayside School Specialty, LLC (or its Assignee) and Assumption of 
Certain Liabilities, and (II) Approving Bidding Procedures, Assumption & Assignment Procedures, BreakUp 
Fee and Expense Reimbursement, and Form and Manner of Notice Thereof; and (B) an Order (I) Approving the 
Asset Purchase Agreement; (II) Authorizing the Sale of All or Substantially All of the Debtors’ Assets Free and 
Clear of All Liens, Claims, Interests or Encumbrances; and (III) Authorizing the Assumption and Assignment of 
Certain Executory Contracts and Unexpired Leases; and (IV) Granting Related Relief [Docket No. 18] (the 
“Sale Motion”).   

8  See Docket No. 86. 
9  See Docket No. 110. 
10  See Preliminary Order Under 11 U.S.C. §§105(a), 363 and 365 and Fed. R. Bankr. 2002, 6004, 6006 and 

9014; (I) Scheduling Hearing on Approval of Asset Sale, Assumption and Assignment of Executory Contracts to 
Bayside School Specialty Inc. (or Its Assignee) and Assumption of Certain Liabilities, and (II) Approving 
Bidding Procedures, Assumption and Assignment Procedures, Expense Reimbursement, and Form and Manner 
of Notice Thereof [Docket No. 213]. 
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the Bayside DIP Facility should be substituted with the Ad Hoc Noteholders’ proposed 

postpetition financing.   

17. On February 20, 2013, the Debtors received the Commitment Letter from the Ad 

Hoc Noteholders Committee that, with the agreed-to changes with the ABL DIP Lenders to the 

ABL DIP Facility, provides the Debtors with a viable and more attractive alternative to the DIP 

facility offered by Bayside.   

CONCISE STATEMENT AND KEY PROVISIONS TO BE HIGHLIGHTED 
PURSUANT TO LOCAL RULE 4001-211 

18. The Debtors believe that the following provisions of the credit agreement for the 

Ad Hoc DIP Facility (the “Ad Hoc DIP Credit Agreement”)12 and the Ad Hoc Interim Order 

must be highlighted pursuant to Local Rule 4001-2:   

a. DIP Borrowing:  The Debtors seek to borrow an aggregate of $155 
million under the Ad Hoc DIP Facility, including the principal 
amount of not less than $129 million under an initial draw upon the 
Closing Date.  Ad Hoc Interim Order at ¶6(b), Ad Hoc DIP Credit 
Agreement at §2.1.  
 
Borrowings under the Ad Hoc DIP Credit Agreement will be used, 
among other things, to (i) to provide working capital for the 
Debtors during the Chapter 11 Cases in the ordinary course of 
business and other costs and expenses of administration of the 
Chapter 11 Cases, in an aggregate principal amount not to exceed 
$60,000,000 less any amounts used to prepay the Bayside DIP 
Obligations pursuant to clause (iii) of this paragraph, (ii) to 
refinance the outstanding balance of principal, accrued interest and 
other fees and charges (the “Prepetition Term Loan Obligations”) 
due under the Prepetition Term Loan Agreement in an aggregate 
principal amount not to exceed $67,000,000 other than amounts 

                                                 
11 Unless otherwise specified, capitalized terms used but not defined in this Motion shall have the meanings 

ascribed to such terms in the respective Ad Hoc DIP Credit Agreement (as defined below) and the Interim 
Order, as applicable.  The summaries and descriptions of the terms and conditions of the Ad Hoc DIP Credit 
Agreement and the Interim Order set forth in this Motion are intended solely for informational purposes to 
provide the Bankruptcy Court and parties in interest with an overview of significant terms of the Ad Hoc DIP 
Credit Agreement and the Interim Order.  In the event of any inconsistency between this Motion and the Ad 
Hoc DIP Credit Agreement and the Interim Order, the Ad Hoc DIP Credit Agreement and the Interim Order (as 
applicable) shall control in all respects.   

12  A copy of the Ad Hoc DIP Credit Agreement is attached hereto as Exhibit D. 
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thereunder related to the Prepetition Term Loan Make Whole 
Payment (as defined below) and Prepetition Term Loan Default 
Interest (as defined below), (iii) to refinance the outstanding 
balance of principal, accrued interest and other fees and charges 
(the “Bayside DIP Obligations”) due under that certain Senior 
Secured Super Priority Debtor-In-Possession Credit Agreement, 
dated as of January 31, 2013, by and among the Obligors, the 
Lenders as defined therein and Bayside Finance, LLC (“Bayside”) 
(as amended pursuant to the interim order of the Bankruptcy Court 
dated January 31, 2013 [Docket No. 88] approving the incurrence 
of the Bayside DIP Obligations, the “Bayside DIP Credit 
Agreement”) in an aggregate principal amount not to exceed 
$25,000,000, (iv) to fund the Escrow Account in an amount of $25 
million which may be used, for potential payment to Bayside of the 
Early Payment Fee (as defined in and calculated under the 
Prepetition Term Loan Agreement) (the “Prepetition Term Loan 
Make Whole Payment”) and interest calculated at the Default Rate 
(as defined in the Prepetition Term Loan Agreement) on the 
aggregate outstanding principal amount of Term Loan (as defined 
in the Prepetition Term Loan Agreement) (the “Prepetition Term 
Loan Default Interest”) and (v) to pay fees and expenses related to 
this Agreement and the other Loan Documents.  Ad Hoc Interim 
Order at ¶6(c), Ad Hoc DIP Credit Agreement at §2.8;    

b. DIP Facility Documents:  authority to execute and deliver the Ad 
Hoc DIP Credit Agreement and all agreements, documents and 
instruments contemplated by each (collectively, the “DIP 
Documents”), and to take all actions necessary, appropriate or 
required to comply with the Debtors’ obligations thereunder and 
under the DIP Orders, including obligations to pay certain pre-and 
postpetition fees and expenses (including, without limitation, 
reasonable fees and expenses of counsel and financial advisors) 
owed to the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders 
thereunder, and incurred by the Noteholders in connection with 
objecting to the Bayside DIP Facility on January 30, 2013.  Ad 
Hoc Interim Order at ¶6(a) and (e); 

c. DIP Liens and Claims:  as more fully described below, subject to 
the terms of the DIP Intercreditor Agreement, authority to grant the 
Ad Hoc DIP Agent, for their own benefit and for the benefit of the 
Ad Hoc DIP Lenders, senior, first priority, liens on the Ad Hoc 
DIP Collateral (as defined in the Ad Hoc Interim Order) securing, 
and superpriority claims in respect of, the Ad Hoc DIP Facility (the 
“Ad Hoc DIP Liens”) and equal and ratable liens in the Term Loan 
Priority Collateral securing any ABL Debt granted pursuant to the 
order of the Interim Order and subject to the terms of the DIP 
Intercreditor Agreement and the subordination of priority of such 
liens securing the ABL Debt and superpriority claims.  The Ad 
Hoc DIP Lenders have insisted that such liens granted to them 
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shall be senior to any liens that may be granted by order of the 
Court to Bayside as adequate protection in connection with its 
claims related to the Prepetition Term Loan Make-Whole Payment 
and the Prepetition Term Loan Default Interest (Ad Hoc Interim 
Order at ¶¶7, 9); 

d. Liens on Avoidance Actions:  upon entry of the Final Order, the 
DIP Obligors shall grant the Ad Hoc DIP Agent, for the benefit of 
the Ad Hoc DIP Lenders liens on Avoidance Actions and the 
proceeds thereof.  Ad Hoc Interim Order ¶ 9(a); 

e. Repay in Full Amounts Outstanding Under the Prepetition Term 
Loan Credit Agreement and the Bayside DIP Credit Agreement:  
upon entry of final non-appealable order, the Ad Hoc DIP Facility 
shall be used to pay in full all unpaid amounts in respect of 
obligations under the Prepetition Term Loan Credit Agreement 
held by the Term Loan Lenders and under the Bayside DIP Credit 
Agreement held by the Bayside DIP Lenders, plus accrued and 
unpaid interest thereon through such date, and unpaid fees, costs 
and expenses, other than amounts thereunder related to the Make-
Whole Payment and Default Interest;  amounts related to the 
Make-Whole Payment and Default Interest shall be held in 
interest-bearing escrow account in an aggregate amount of $25 
million, which may be used for potential payment of the Make-
Whole Payment and Default Interest.  Ad Hoc Interim Order 
¶¶ (6)(b)—(d)]  

f. Final Hearing:  Scheduling a date for a hearing on this Motion to 
consider entry of the Final Order, to be held on or before March 
15, 2013.   Ad Hoc DIP Credit Agreement at §7.1(s)(v). 

SUMMARY OF PRINCIPAL TERMS OF AD HOC DIP FACILITY 

19. Pursuant to Bankruptcy Rule 4001 and Local Rule 4001-2, the following are the 

material provisions of the Ad Hoc DIP Credit Agreement, as compared to the Bayside DIP 

Credit Agreement13: 

 Bayside DIP Facility Ad Hoc DIP Facility 
Borrowers 
Bankruptcy Rule 
4001(c)(1)(B) 

The Borrowers for each of the DIP Facilities are as 
follows:  
SSI, ClassroomDirect.com, LLC, Delta Education, 
LLC, Sportime, LLC, Childcraft Education Corp., 
Bird-in-Hand Woodworks, Inc., Califone 
International, Inc., and Premier Agendas, Inc. (each 
a “DIP Borrower,” and, collectively, the “DIP 

Same as Bayside DIP Facility 

                                                 
13  Attached hereto as Exhibit E is a blackline comparing the Ad Hoc DIP Credit Agreement to the execution 

version of the Bayside DIP Credit Agreement. 
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Borrowers”).  
 

Guarantors 
Bankruptcy Rule 
4001(c)(1)(B) 

The Guarantors for each of the DIP Facilities are as 
follows: 
Frey Scientific, Inc., Sax Arts & Crafts, Inc., Select 
Agendas, Corp. (collectively, the “DIP Guarantors,” 
and, together with the DIP Borrowers, the “DIP 
Obligors”). 
 

Same as Bayside DIP Facility 
The Borrowers and the Guarantors for the 
Ad Hoc DIP Facility collectively referred 
to as “Ad Hoc DIP Obligors”. 

Administrative 
and Collateral 
Agent 
Bankruptcy Rule 
4001(c)(1)(B) 

Bayside Finance, LLC (the “Bayside DIP Agent”)  
 

U.S. Bank National Association (the “Ad 
Hoc DIP Agent”) 

DIP Lenders 
Bankruptcy Rule 
4001(c)(1)(B) 

Bayside Finance, LLC (the “Bayside DIP 
Lenders”). 
 

Zazove Associates LLC, Wolverine 
Flagship Fund Trading Limited, J. 
Goldman Master Fund, L.P., Steel Excel 
Inc., Davis Selected Advisors, LLP, 
Scoggin International Fund, Ltd., Scoggin 
Capital Management II LLC., Scoggin 
Worldwide Fund, Ltd., Angelo, Gordon 
& Co., L.P., Hudson Bay Distressed 
Master Fund LLC., DG Value Partners II 
Master Fund, L.P., DG Value Partners, 
L.P., Special Situations LLC, Special 
Situations X LLC, R2 Investments, LDC, 
Bulwark Bay Investment Group, Anson 
Catalyst Master Fund LP, LaGrange 
Capital Administration, L.L.C. (the “Ad 
Hoc DIP Lenders”)  (Commitment Letter) 

Commitment 
Bankruptcy Rule 
4001(c)(1)(B) 
Local Rule 4001-
2(a)(ii) 

Super-priority credit facility made available to the 
DIP Borrowers in an aggregate principal amount of 
up to $144,665,931.42 (the “Bayside DIP Facility”) 
consisting of a credit facility of $50,000,000 
($25,000,000 on an interim basis) (the “Incremental 
DIP Term Facility”) and, upon entry of the Final 
Order, a roll up of $94,665,931.42 in respect of the 
Prepetition Term Loan Debt (the “Bayside Roll Up 
DIP Loans”). 

Super-priority debtor-in-possession credit 
facility in an aggregate principal amount 
of up to $145,000,000, consisting of  
(i) an initial draw on the Closing Date of 
$129,000,000,  
(ii) additional borrowings on up to two 
(2) additional Funding Dates (defined in 
the Ad Hoc DIP Credit Agreement) upon 
5 business days’ written notice. 
 
An additional $10,000,000 under the Ad 
Hoc DIP Facility will be available 
pursuant to the satisfaction of certain 
conditions described below in Conditions 
to Borrowing. 
(Ad Hoc DIP Credit Agreement at §§ 2.1, 
3.3) 

Term 
Bankruptcy Rule 
4001(c)(1)(B) 
Local Rule 4001-
2(a)(ii 

The period from the Closing Date to the earliest of 
 (i) June 30, 2013 (the “Bayside DIP Maturity 
Date”), 
(ii) the consummation of a sale of all or 
substantially all of the assets of the DIP Borrowers 
under section 363 of the Bankruptcy Code, 

The “Termination Date” means the period 
from the Closing to the earliest of: 
(i) June 30, 2013 (the “Maturity Date”), 
(ii) the consummation of a sale of all or 
substantially all of the assets of the 
Borrowers under section 363 of the 
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(iii) unless waived by the Bayside DIP Lenders in 
their sole discretion, the occurrence of an Event of 
Default after taking into effect all applicable grace 
periods, 
(iv) the acceptance in writing by any of the DIP 
Borrowers of any offer or bid for the purchase of, 
directly or indirectly, all or substantially all of the 
assets of any of the DIP Borrowers, or all of the 
equity of SSI or any subsidiary thereof, to a buyer 
that does not provide for the actual payment in full 
of the Bayside DIP Obligations (as defined in the 
Bayside DIP Credit Agreement) by no later than the 
Bayside DIP Maturity Date, or  
(v) unless waived by the Bayside DIP Lenders in 
their sole discretion, the date that any of the DIP 
Borrowers files a motion with the Bankruptcy Court 
for authority to proceed with the sale or liquidation 
of any of the DIP Borrowers (or any material 
portion of the assets or all of the equity of any DIP 
Borrower) without the consent of the Bayside DIP 
Lenders except pursuant to a proposed sale of all or 
substantially all of the DIP Borrowers’ assets, or all 
of the equity of SSI or any subsidiary thereof, to a 
buyer that provides for the actual payment in full of 
the Bayside DIP Obligations by no later than the 
Bayside DIP Maturity Date.   

Bankruptcy Code, 
(iii) unless waived by the Lenders in their 
sole discretion, the occurrence of an 
Event of Default after taking into effect 
all applicable grace periods,  
(iv) the acceptance in writing by any of 
the Borrowers of any offer or bid for the 
purchase of, directly or indirectly, all or 
substantially all of the assets of any of the 
Borrowers, or all of the equity of School 
Specialty or any Subsidiary thereof, to a 
buyer that does not provide for the actual 
payment in full of the Obligations by no 
later than the Maturity Date,  
(v) unless waived by the Lenders in their 
sole discretion, the date that any of the 
Borrowers files a motion with the 
Bankruptcy Court for authority to proceed 
with the sale or liquidation of any of the 
Borrowers’ (or any material portion of the 
assets or all of the equity of any 
Borrower) without the consent of the 
Lenders except pursuant to a proposed 
sale of all or substantially all of the 
Borrowers’ assets, or all of the equity of 
School Specialty or any Subsidiary 
thereof, to a buyer that provides for the 
actual payment in full of the Obligations 
by no later than the Maturity Date,  
(vi) if the Final Order has not been 
entered, March 15, 2013,  
(vii) the effective date of a Plan or  
(viii) unless waived by the Lenders in 
their sole discretion, if any of the Ad Hoc 
Obligors files a motion with the 
Bankruptcy Court for authority to proceed 
with the sale or liquidation of any of the 
Ad Hoc Obligors (or any material portion 
of the assets or all of the equity of any of 
the Ad Hoc Obligors) or files a plan of 
reorganization, in each case, without the 
consent of the Ad Hoc DIP Lenders, 
except pursuant to a proposed sale of all 
or substantially all of the Ad Hoc 
Obligors’ assets or all of the equity of the 
Administrative Borrower or any 
Subsidiary thereof or a plan of 
reorganization that, in any such case, 
provides for the actual payment in full in 
cash of the Obligations by no later than 
the earlier of the (x) Maturity Date and 
(y) (a) in the case of a sale, the date of 
consummation of such sale and (b) in the 
case of a plan, the effective date of such 
plan.  Upon the Termination Date, the 
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Commitments shall terminate and all 
Loans and other Obligations shall be due 
and payable. 
(Ad Hoc DIP Credit Agreement § 1.1) 

Use of DIP 
Facility 
Bankruptcy Rule 
4001(c)(1)(B 

Proceeds of the loans under the Bayside DIP 
Facility will be used: (i) to provide working capital 
for the DIP Borrowers and DIP Guarantors 
(including without limitation, foreign affiliates 
guaranteeing the DIP Obligations) and other costs 
and expenses of administration of the Chapter 11 
Cases, in each case in accordance with the Budget, 
(ii) to pay interest, fees and expenses in accordance 
with the Interim Order and the DIP Documents 
(including, for the avoidance of doubt, the fees and 
expenses of the Bayside DIP Lenders’ 
professionals, whether incurred pre-or postpetition), 
and (iii) upon entry of the Final Order, to roll up the 
Prepetition Term Loan Debt.   
 
The Debtors shall not use the proceeds of the 
Incremental DIP Term Facility or any of 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 (as defined in the DIP 
Intercreditor Agreement) 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. 

Proceeds of the Loans under the Ad Hoc 
DIP Facility will be used only for the 
following purposes, in each case, in 
accordance with and subject to the 
Approved Budget:  (i) to provide working 
capital for the Ad Hoc Obligors during 
the Chapter 11 Cases in the ordinary 
course of business and other costs and 
expenses of administration of the Chapter 
11 Cases, in an aggregate principal 
amount not to exceed $60,000,000 less 
any amounts used to prepay the Bayside 
DIP Obligations pursuant to clause (iii) of 
§2.8, (ii) to refinance the outstanding 
balance of principal, accrued interest and 
other fees and charges (the “Prepetition 
Term Loan Obligations”) due under the 
Prepetition Term Loan Agreement in an 
aggregate principal amount not to exceed 
$67,000,000 other than amounts 
thereunder related to the Prepetition Term 
Loan Make Whole Payment and 
Prepetition Term Loan Default Interest 
(as defined below), (iii) to refinance the 
outstanding balance of principal, accrued 
interest and other fees and charges (the 
“Bayside DIP Obligations”) due under the 
Bayside DIP Credit Agreement in an 
aggregate principal amount not to exceed 
$25 million, (iv) to fund the Escrow 
Account with $25 million which may be 
used, if and to the extent set forth in 
§2.8(b), for potential payment to Bayside 
of Early Payment Fee (as defined in and 
calculated under the Prepetition Term 
Loan Agreement) (the “Prepetition Term 
Loan Make Whole Payment”) and 
Default Interest (as defined in and 
calculated under the Prepetition Term 
Loan Agreement) (the “Prepetition Term 
Loan Default Interest”) and (v) to pay 
fees and expenses related to this 
Agreement and the other Loan 
Documents. 
(Ad Hoc DIP Credit Agreement at 
§ 2.8(a) 
Terms of Escrow Agreement:  The 
Escrow Agreement shall provide that, 
within ten (10) Business Days of the entry 
of a final, non-appealable order (such 
order, an “Escrow Release Order”) of the 
Bankruptcy Court: 
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(a) directing that all or any portion of 
either the Prepetition Term Loan Make 
Whole Payment or Prepetition Term Loan 
Default Interest is due and payable to 
Bayside, such amount set forth in the 
Escrow Release Order shall be released 
from the Escrow Account to Bayside, or 
(b) determining that Bayside is not 
entitled to all or any portion of the 
Prepetition Term Loan Make Whole 
Payment or Prepetition Term Loan 
Default Interest, such amount set forth in 
the Escrow Release Order shall be 
released from the Escrow Account to the 
Administrative Agent for application to 
the Obligations. 
To the extent that any settlement is 
entered into among Bayside and any party 
alleging that Bayside is not entitled to 
payment of the Prepetition Term Loan 
Make Whole Payment or Prepetition 
Term Loan Default Interest, such 
settlement shall require the reasonable 
consent of the Required Lenders (as 
defined in the Ad Hoc DIP Credit 
Agreement) to become effective to 
release funds under the Escrow 
Agreement. 
(Ad Hoc DIP Credit Agreement at 
§ 2.8(b)) 

Interim 
Financing 
Bankruptcy Rule 
4001(c)(1)(B) 
Local Rule 4001-
2(a)(ii) 

Up to an aggregate principal or face amount of 
$25,000,000 of the $50,000,000 commitment under 
the Incremental DIP Term Facility and upon 
satisfaction or waiver of the closing conditions set 
forth in the Bayside DIP Credit Agreement; 
provided that the DIP Borrowers shall be permitted 
to use on an interim basis only such amounts as are 
consistent with the Budget and subject to any 
limitations of borrowings under the applicable DIP 
Documents 

Up to an aggregate principal amount of 
$129,000,000 of the $155,000,000 
commitment pursuant to the Ad Hoc DIP 
Facility and upon satisfaction or waiver 
of the closing conditions set forth in the 
Bayside DIP Credit Agreement; provided 
that the DIP Borrowers shall be permitted 
to use on an interim basis only such 
amounts as (i) are consistent with the 
Approved Budget and (ii) subject to any 
limitations of borrowings under the 
applicable DIP Documents. 
(Ad Hoc Interim Order at ¶6), (Ad Hoc 
DIP Credit Agreement at §2.1) 

Interest Rates 
Bankruptcy Rule 
4001(c)(1)(B)  
Local Rule 4001-
2(a)(ii) 
 

Non-Default Rate 
LIBOR rate + 14% per annum, payable monthly in 
cash in arrears, calculated on an actual 360 day 
basis.  LIBOR Floor: 1.50% 
 
Default Rate 
+ 3.00% per annum, calculated on an actual 360 
day basis. 

Non-Default Rate 
LIBOR + 10% per annum, payable 
monthly in cash in arrears, calculated on 
an actual 360 day basis.  LIBOR Floor: 
1.50% 
(Ad Hoc DIP Credit Agreement at § 2.3) 
 
Default Rate 
+2.00% per annum, calculated on an 
actual 360 day basis. 
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(Ad Hoc DIP Credit Agreement at § 2.3) 

Fees 
Bankruptcy Rule 
4001(c)(1)(B) 
 

Commitment Fee 
$1,000,000, which represents 2.00% of the 
aggregate commitments under the Incremental DIP 
Term Facility.   
 
Closing Fee 
$500,000, which represents 1.00% of the aggregate 
commitments under the Incremental DIP Term 
Facility.   
 
Unused Line Fee 
1.00% per annum of the average daily difference 
between (a) the aggregate commitments of the 
Incremental DIP Term Facility and (b) the 
aggregate outstanding Loans under the Incremental 
DIP Term Facility, from and after the date of 
closing of the Bayside DIP Facility.  Such unused 
Line Fee shall be payable in monthly arrears and on 
the Termination Date (as defined in the Bayside 
DIP Credit Agreement).   
 
Administrative Fee 
$150,000 per annum and will be payable on the date 
of the closing of the Bayside DIP Facility and each 
anniversary thereof.   
 

Commitment Fee  
$3,100,000, which represents 2.00% of 
the aggregate commitments under the Ad 
Hoc DIP Facility of $155,000,000 due 
and payable on the Closing Date.  (Fee 
Letters). 
 
Closing Fee 
$1,550,000, which represents 1.00% of 
the aggregate commitments under the Ad 
Hoc DIP Facility of $155,000,000, 
payment of which is delayed until the 
earlier of (a) the Termination Date 
defined in the Ad Hoc DIP Credit 
Agreement), and (b) the date on which (x) 
the Ad Hoc DIP Obligations shall have 
been paid in full in cash and (y) the Ad 
Hoc DIP Facility commitments shall have 
been terminated.  (Fee Letters) 
 
 
Administrative Fee 
An initial fee of $5,000 and $45,000, 
payable annually in advance.  (Fee 
Letters) 

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) (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 

Substantially similar to Bayside DIP 
Facility except amount of $750,000 post-
default instead of $500,000. 
(Ad Hoc Interim Order at ¶8) 
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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 budgets set forth in 
the DIP Credit Agreements and Carve-Out Report 
(as defined in the Interim Order) (clauses (i) and 
(ii), collectively, the “Professionals’ Carve-Out”); 
provided that (x) the dollar limitation in 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.  As among 
the DIP Collateral (as defined in the Interim Order), 
the Professionals’ Carve-Out, if and to the extent 
invoked pursuant to the 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.  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.  
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 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.   

Case Trajectory Immediate sale with Bayside School Specialty LLC 
as the credit bidder / stalking horse 

Dual-track process by which assets are 
marketed for sale and a plan of 
reorganization is pursued simultaneously 
(Ad Hoc DIP Credit Agreement at 
Schedule 5.18) 

Milestones 
Bankruptcy Rule 
4001(c)(1)(B)(vi) 

Bid Deadline: 3/19/13 
Auction Date: 3/25/13 
Sale Hearing: 3/27/13 

Plan and Disclosure Statement Filing: 
within 21 days of entry of Ad Hoc 
Interim Order  
Disclosure Statement Approval: within 44 
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Sale Closing: 4/11/13 days of entry of Ad Hoc Interim Order 
Solicitation of Votes: within 48 days of 
entry of Ad Hoc Interim Order 
Auction Date:  assuming sufficient 
interest, within 71 days of entry of Ad 
Hoc Interim Order 
Sale and Confirmation Hearings:  within 
78 days of entry of Ad Hoc Interim Order 
Sale Approval:  within 80 days of entry of 
Ad Hoc Interim Order 
Sale Closing and Plan Effectiveness:  
within 94 days of entry of Ad Hoc 
Interim Order 
(Ad Hoc DIP Credit Agreement at 
Schedule 5.18) 

Other 
Covenants 

Compliance with affirmative and negative 
covenants as are customary for debtor in possession 
financing, including, but not limited to: 
Budget Variance Test: a budget variance test to be 
performed on certain line items set forth in the 
Approved Budget, including (a) the aggregate 
amount of actual receipts of the type set forth in the 
“Collections” line item not to be less than 25% in 
the first fiscal week of any fiscal month (the “Single 
Test Week”) and not to be less than 20% in the two 
fiscal week period ending on the end of second, 
third, fourth and, if applicable, fifth fiscal week of 
each fiscal month (each, a “Rolling Two Week Test 
Period”), (b) the average amount of actual 
disbursements of the type under the “Payroll” line 
item not to exceed 10% of the average of the 
budgeted amount in any Rolling Two Week Test 
Period, (c) the aggregate amount of actual 
disbursements of the types set forth in certain line 
items such as “Debtor Professional Fees,” 
“Professional Fees for Unsecured Creditors,” “AP 
Disbursement” and “Total Disbursements” in any 
Single Test Week to exceed 15% of the budgeted 
amount or the average amount to exceed 10% of the 
average budgeted amount in any Rolling Two Week 
Test Period, and (d) the aggregate amount of actual 
net cash flows of the type in the “Net Cash Flow” 
line item to be less than 15% during any Single Test 
Week or the average amount of such net cash flows 
to be less than 15% of the average budgeted amount 
in any Rolling Two Week Test Period, 
(i) a monthly call between members of the 

Debtors’ management, the Bayside DIP 
Lenders, and the Bayside DIP Agent, 

(ii) retention of Alvarez & Marsal as the Chief 
Restructuring Officer on terms and 
conditions acceptable to the Bayside DIP 
Agent, and 

(iii) milestones with respect to the Bayside 

Substantially similar to the Bayside DIP 
Credit Agreement. 
(Ad Hoc DIP Credit Agreement at § 6.31) 
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Sale, as described below.  
 

Liens and 
Priorities 
 Bankruptcy Rule 
4001(c)(1)(B)(i) 
Local Rule 4001-
2(a)(i)(D) and 
(G), 4001-
2(a)(ii) 

The DIP Lenders under the DIP Facilities shall be 
afforded certain liens and claims, including priming 
liens and superpriority claims on property of the 
estate, as set forth in the DIP Motion.   

The Ad Hoc DIP Lenders under the Ad 
Hoc DIP Facility shall be afforded certain 
liens and claims, including equal and 
ratable liens in the Term Loan Priority 
Collateral securing any ABL Debt 
granted pursuant to the order of the Court 
approving the ABL DIP Facility on an 
interim basis and subject to the terms of 
the DIP Intercreditor Agreement and the 
subordination of priority of such liens 
securing the ABL Debt and superpriority 
claims.   
The Ad Hoc DIP Lenders shall not be 
afforded priming liens but as a result of 
the DIP Intercreditor Agreement, the liens 
will be first priority for Term Loan 
Priority Collateral as provided in the 
Intercreditor Agreement. 
The liens of the Ad Hoc DIP Lenders and 
ABL DIP Lenders shall be senior to any 
liens that may be granted to Bayside as 
adequate protection for its prepetition 
secured claims. 
(Ad Hoc Interim Order ¶¶ (9), (10); Ad 
Hoc DIP Credit Agreement § 4.34) 

Approved 
Budget 
Bankruptcy Rule 
4001(c)(1)(B) 
Local Rule 4001-
2(a)(ii) 

As set forth in Exhibit A to the Interim Order:  A 
budget, approved by the DIP Borrowers and DIP 
Agents prior to commencement of the Chapter 11 
Cases, projecting operations for the ensuing six-
month period and including, without limitation, (i) a 
thirteen-week cash flow forecast, (ii) a six-month 
consolidated balance sheet, income statement and 
statement of cash flows, and (iii) income statements 
by Business Segment (as defined in the Bayside 
DIP Credit Agreement); such thirteen-week cash 
flow forecast to be updated (in substantially the 
same format as the prior thirteen-week cash flow 
forecast) monthly by the DIP Borrowers, submitted 
to the DIP Agents and, upon acceptance by the DIP 
Agents in their sole discretion, the prior budget, as 
modified by the updated thirteen-week cash flow 
forecast shall constitute the budget.   

Attached hereto as Exhibit F; definition 
of “Approved Budget” is substantially 
similar to the Bayside DIP Credit 
Agreement.    
(Ad Hoc DIP Credit Agreement at § 1.1) 

Conditions to 
Borrowing 
Bankruptcy Rule 
4001(c)(1)(B) 
Local Rule 4001-
2(a)(ii) 

Conditions precedent to initial borrowings under the 
Bayside DIP Facility include, among other things, 
the following, in each case in form and substance 
satisfactory to the Bayside DIP Agent:  (i) each of 
the ABL DIP Documents shall have been duly 
executed and delivered by the respective parties 
thereto and shall be in full force and effect; 
(ii)  absence of any Material Adverse Event (as 
defined in the Bayside DIP Credit Agreement) or 
material pending or threatened litigation, 
proceeding, order or claim except as specified in the 

Substantially similar to the Bayside DIP 
Credit Agreement; additional conditions 
precedent include: (i) payment in cash by 
the DIP Borrowers, to the extent 
invoiced, of all fees, costs, disbursements 
disbursements and expenses of (a) the 
Administrative Agent (including fees, 
costs, disbursements and expenses of its 
counsel, Stroock, and their local counsel) 
and (b) the Lenders (including fees, costs, 
disbursements and expenses of (x) their 
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Bayside DIP Credit Agreement, (iii) absence of any 
Default or Event of Default, (iv) the proceeds of the 
Bayside DIP Loans (as defined in the Bayside DIP 
Credit Agreement) are applied in accordance with 
the Bayside DIP Credit Agreement and all 
transactions related to the Bayside DIP Loans have 
been consummated or will be consummated 
simultaneously with the transactions under the 
Bayside DIP Facility (the “Related Transactions”), 
(v) the Bayside DIP Agent is satisfied with the 
corporate structure, ownership and management of 
the DIP Obligors, (vi) payment by the DIP 
Borrowers of all fees and expenses owing and 
payable to the Bayside DIP Agent and Bayside DIP 
Lenders under the Bayside DIP Facility have been 
satisfied, (vii) a cash management system has been 
entered into and cash management accounts have 
been established, (viii) the DIP Borrowers and 
Bayside DIP Agent have agreed upon the Budget, 
(ix) the Prepetition ABL Lenders will have entered 
into ABL DIP Credit Documents in a form 
acceptable the Bayside DIP Agent that when 
combined with the ABL DIP Roll Up Obligations 
will provide the DIP Borrowers with ABL DIP 
financing not to exceed $175 million and that 
funding under the ABL DIP Credit Agreement will 
be subject to the stated borrowing base currently in 
effect in the ABL DIP Credit Agreement, (x) all of 
the First Day Orders shall have been entered in the 
Chapter 11 Cases, (xi) the Bayside DIP Agent shall 
have received a certificate from the Secretary or an 
Assistant Secretary of each DIP Obligor attesting 
and attaching (a) a complete and correct copy of the 
corporate resolution authorizing the execution, 
delivery and performance of each Bayside DIP 
Facility Document to which such person is a party, 
certified as of the Closing Date, (b) the names, titles 
and signatures of the officers of such person 
authorized to execute and deliver each Bayside DIP 
Facility Document, and (c) a complete and correct 
copy of a certificate of organization, good standing 
and other related governing documents, as 
amended, modified or supplemented (in effect as of 
the Closing Date), (xii) the executed and favorable 
legal opinions of counsel for the DIP Obligors 
addressing such matters as the Bayside DIP Agent 
reasonably requests, (xiii) each DIP Obligor shall 
have received all consents and authorizations 
required to enter into the Bayside DIP Credit 
Agreement, (xiv) the Bayside DIP Agent shall have 
received all applicable documentation and 
information required under applicable “know your 
customer” and anti-money laundering rules and 
regulations.   

outside counsel, Stroock, and their local 
counsel, (y) a financial advisor to the 
Lenders, if any, and (z) any other 
professional advisors retained by the 
Lenders or their counsel), in each case, no 
later than one Business Day prior to the 
Closing Date, (ii) all motions and other 
documents to be filed with and submitted 
to the Bankruptcy Court related to the Ad 
Hoc Dip Credit Agreement and the 
approval thereof shall be in form and 
substance satisfactory to the Ad Hoc DIP 
Lenders, (iii) entry of the Ad Hoc Interim 
Order no later than one business day after 
the date on which the hearing to approve 
this Motion is held, substantially in the 
form attached hereto, (iv) the Escrow 
Account shall be established under the 
Escrow Agreement, and (v) the Term 
Loan Priority Collateral Deposit Account 
shall have been established.  
 
Additional Conditions regarding 
additional Borrowings after May 20, 2013 
and May 27, 2013 
For any drawings after May 20, 2013 and 
May 27, 2013, the Ad Hoc DIP Obligors 
shall have satisfied each of the following 
conditions as of the relevant Draw Date:   
 (x) the aggregate amount of receipts 
collected by the Ad Hoc DIP Obligors 
during the period from the Closing Date 
through such Draw Date (a “Test Period”) 
shall have been less than 100% of the 
aggregate amount of receipts budgeted in 
the “Collections” line in the Approved 
Budget for the weeks comprising such 
Test Period, 
(y) the aggregate amount of 
disbursements in the nature of those 
included in the line items “Debtor 
Professional Fees”, “Professional Fees for 
Unsecured Creditors” and 
“Restructuring/Other Professional Fees” 
in the Approved Budget made by the Ad 
Hoc DIP Obligors during such Test 
Period shall be greater than 90% and less 
than 125% of the aggregate amount of 
disbursements budgeted in such line items 
in the Approved Budget for the weeks 
comprising such Test Period and 
(z) as of such extended funding date, the 
aggregate value of inventory of the Ad 
Hoc DIP Obligors, (calculated in 
accordance with GAAP and in a manner 
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consistent with past practices)  subject to 
credit terms of at least 30 days from non-
critical vendors is less than $7,500,000. 
provided, however, that notwithstanding 
the failure of the Borrowers to satisfy the 
conditions precedent contained in §3.3(a) 
through §3.3(c) of the Ad Hoc DIP Credit 
Agreement on such Extended Funded 
Date (as defined in the Ad Hoc DIP 
Credit Agreement), each Ad Hoc DIP 
Lender shall make a loan on such 
Extended Funded Date in accordance 
with §2.1 if the following conditions 
precedent shall have been satisfied on 
such date: 
• the proceeds of such loan shall be 

necessary for the Borrowers to obtain 
and consummate the transactions 
contemplated by a final order of the 
Bankruptcy Court that, in such case 
either (x) confirms a plan or plans of 
reorganization in connection with the 
Chapter 11 Cases or (y) approves a 
sale of all or substantially all of the 
Borrowers’ assets through either a 
sale under section 363(k) of the 
Bankruptcy Code, section 363(b) of 
the Bankruptcy Code or under a plan 
of reorganization in the Chapter 11 
Cases, and such final order does not, 
or could not reasonably be expected, 
to cause a Default or Event of 
Default. 

(Ad Hoc DIP Credit Agreement at §§ 3.1, 
3.3) 

Events of 
Default 
Bankruptcy Rule 
4001(c)(1)(B) 
Local Rule 4001-
2(a)(ii) 

The Bayside DIP Credit Agreement contains certain 
customary Events of Default and other Events of 
Default, including, but not limited to, (i) a default 
under any sale process milestones, (ii) the filing of 
or confirmation of a plan of reorganization that does 
not provide for the repayment of all DIP 
Obligations in full in cash on the “Effective Date,” 
(iii) the Final Order is not entered within 30 days 
following entry of the Interim Order, 
(iv) conversion of any Chapter 11 Case to a chapter 
7 case, (v) use or application of proceeds of DIP 
Collateral other than in accordance with cash 
management procedures and agreements acceptable 
to the Bayside DIP Agent, (vi) entry of an order 
precluding the Bayside DIP Agent or Prepetition 
Term Loan Agent (as defined in the Interim Order) 
to have the right to “credit bid,” and (vii) a 
representative of Alvarez & Marsal is no longer 
Chief Restructuring Officer and the Company has 
not appointed a replacement Chief Restructuring 
Officer reasonably acceptable to the Bayside DIP 

Substantially similar to the Bayside DIP 
Credit Agreement, except that the Final 
Order with respect to the Ad Hoc DIP 
Facility must be entered by March 15, 
2013. 
(Ad Hoc DIP Credit Agreement at §7.1) 
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Lenders within 7 days following such Event.   
Waiver / 
Modification of 
Stay 
Bankruptcy Rule 
4001(c)(1)(B) 
(vii) 

All liens granted for the benefit of the DIP Agents, 
the DIP Lenders, and the Prepetition Secured 
Parties, other than liens on Avoidance Actions, shall 
be valid, enforceable, non-avoidable, and perfected, 
effective as of the date of entry of the Interim 
Order, and no further action shall be required to 
effect such perfection, provided that all liens on 
Avoidance Actions shall be effective as of the date 
of entry of the Final Order.   

Subject to liens and security interests 
granted to the ABL DIP Agent and ABL 
DIP Lenders pursuant to the Interim 
Order and Final Order approving the 
ABL DIP Facility, all liens granted for 
the benefit of the Ad Hoc DIP Agent, and 
the Ad Hoc DIP Lenders, other than liens 
on Avoidance Actions, shall be valid, 
enforceable, non-avoidable, and 
perfected, effective as of the date of entry 
of the Interim Order, and no further 
action shall be required to effect such 
perfection, provided that all liens on 
Avoidance Actions shall be effective as 
of the date of entry of the Final Order.   
(Ad Hoc Interim Order ¶ 9(a)) 

Indemnification 
Bankruptcy Rule 
4001(c)(1)(B)(ix) 

As set forth in the Bayside DIP Credit Agreement 
and as described in the DIP Motion 

Substantially similar to the Bayside DIP 
Credit Agreement. 
(Ad Hoc DIP Credit Agreement at § 8.7) 

Liens on 
Avoidance 
Actions 
Bankruptcy Rule 
4001(c)(1)(B)(xi) 
Local Rule 4001-
2(a)(i)(D) 

Subject to entry of the Final Order, the DIP Agents, 
for the benefit of the DIP Lenders (as applicable), 
shall be granted liens on the Avoidance Actions and 
the proceeds thereof.   

Substantially similar to the Bayside DIP 
Credit Agreement. 
(Ad Hoc Interim Order ¶ 9(a)), (Ad Hoc 
DIP Credit Agreement at § 1.1) 

Pay Off of 
Bayside DIP 
Facility and 
Prepetition 
Term Loan 

 Upon entry of the Final Order, the Ad 
Hoc DIP Facility shall be used to pay in 
full all unpaid amounts in respect of 
obligations under the Prepetition Term 
Loan Credit Agreement held by the Term 
Loan Lenders, plus accrued and unpaid 
interest thereon through such date, and 
unpaid fees, costs and expenses, other 
than amounts thereunder related to the 
Prepetition Term Loan Make Whole 
Payment and Prepetition Term Loan 
Default Interest; such amounts shall be 
held in an interest-bearing escrow account 
funded in the amount of $25 million, 
which may potentially be used to pay the 
Prepetition Term Loan Make Whole 
Payment and Prepetition Term Loan 
Default Interest.  
(Ad Hoc DIP Credit Agreement at § 2.8) 
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BASIS FOR RELIEF REQUESTED 

A. The Ad Hoc DIP Facility Should Be Approved. 

20. As reflected in the record and as discussed in the DIP Motion, the Debtors were 

unable to obtain postpetition financing on an unsecured or priming basis.   

21. As discussed above, subsequent to entry of the Bid Procedures Order, the Debtors 

negotiated extensively with the ABL DIP Lenders and the Ad Hoc DIP Lenders, in good faith 

and at arms’ length, regarding the Ad Hoc DIP Facility.  Based on the circumstances, the 

Debtors determined in their sound business judgment that the proposed Ad Hoc DIP Facility 

together with the ABL DIP Facility, to be approved on a final basis, provided the best 

postpetition financing facilities and in the best interests of the Debtors’ estates and all 

stakeholders.   

22. The statutory requirement for obtaining postpetition credit under section 364(c) is 

a finding, made after notice and a hearing, that the debtors are “unable to obtain unsecured credit 

allowable under section 503(b)(1) of the [the Bankruptcy Code].” 11 U.S.C. § 364(c).  Indeed, 

section 364(c) financing is appropriate when the debtor in possession is unable to obtain 

unsecured credit allowable as an ordinary administrative claim.  See In re Ames Dep’t Stores, 

Inc., 115 B.R. 34, 37-39 (Bankr. S.D.N.Y. 1990) (debtor must show that it has made a reasonable 

effort to seek other sources of financing under sections 364(a) and (b) of the Bankruptcy Code); 

In re Crouse Group, Inc., 71 B.R. 544, 549 (Bankr. E.D. Pa. 1987) (secured credit under section 

364(c)(2) of the Bankruptcy Code is authorized, after notice and hearing, upon showing that 

unsecured credit cannot be obtained). 

23. Courts have articulated a three-part test to determine whether a debtor is entitled 

to financing under section 364(c) of the Bankruptcy Code.  Specifically, courts look to whether: 
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(a) the debtor is unable to obtain unsecured credit under 
section 364(b), i.e., by allowing a lender only an 
administrative claim; 

(b) the credit transaction is necessary to preserve the 
assets of the estate; and 

(c) the terms of the transaction are fair, reasonable, and 
adequate, given the circumstances of the debtor-
borrower and the proposed lender. 

In re Ames Dep’t Stores, 115 B.R. at 37-39.   

24. As noted herein, the Ad Hoc DIP Facility offers the Debtors postpetition 

financing on terms that are improved or substantially similar to the Bayside DIP Facility.  As a 

result, the Debtors believe that they have successfully negotiated postpetition financing on the 

best terms available. 

25. The circumstances of the Chapter 11 Cases necessitate postpetition financing 

under section 364(c) of the Bankruptcy Code, and entry into the Ad Hoc DIP Facility reflects the 

sound exercise of the Debtors’ business judgment. 

B. The Debtors Should Be Authorized to Repay the Bayside DIP Facility and 
Prepetition Term Loan Credit Facility in Full 

26. Section 363 of the Bankruptcy Code governs the Debtors’ use of property of the 

estates.  Section 363(b) of the Bankruptcy Code provides that a debtor, “after notice and a 

hearing, may use, sell or lease, other than in the ordinary course of business, property of the 

estate.”  11 U.S.C. § 363(b)(1).  To determine whether the business judgment test is met, “the 

court ‘is required to examine whether a reasonable business person would make a similar 

decision under similar circumstances.’” In re Dura Auto. Sys. Inc., No. 06-11202, 2007 Bankr. 

LEXIS 2764, at *272 (Bankr. D. Del. Aug. 15, 2007) (quoting In re Exide Techs., Inc., 340 B.R. 

222, 239 (Bankr. D. Del. 2006)).  The debtor’s business judgment “should be approved by the 

court unless it is shown to be ‘so manifestly unreasonable that it could not be based upon sound 
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business judgment, but only on bad faith, or whim or caprice.’”  In re Aerovox, Inc., 269 B.R. 

74, 81 (Bankr. D. Del. 2001). 

27. Pursuant to section 363(b) of the Bankruptcy Code, the Debtors request 

authorization to repay the Bayside DIP Facility and Prepetition Term Loan Credit Agreement in 

full with the proceeds of the Ad Hoc DIP Facility as set forth in the Ad Hoc Interim Order and in 

the Ad Hoc DIP Credit Agreement.  As set forth herein, the Debtors and the Ad Hoc DIP 

Lenders negotiated in good faith and at arms’ length as to the terms of the Ad Hoc DIP Facility.  

The authority requested herein is necessary for the Debtors to implement the transactions 

contemplated by the Ad Hoc DIP Credit Agreement, and for the Debtors to have access to the 

liquidity needed to operate their businesses going forward.  Repayment of the Bayside DIP 

Facility and Prepetition Term Loan Credit Agreement in full will allow the Debtors to move 

forward in these Chapter 11 Cases in accordance with the more flexible milestones and 

conditions of the Ad Hoc DIP Facility.  Accordingly, it is in the Debtors’ sound business 

judgment to repay the Bayside DIP Facility and Prepetition Term Loan Credit Agreement in full. 

28. Also, upon entry of the Ad Hoc Interim Order, the Ad Hoc DIP Lenders have 

consented to the Debtors granting a third lien to Bayside on the DIP Collateral to secure payment 

of Bayside’s fees and expenses and any disputed amounts that may be due and owing to Bayside 

in connection with their prepetition secured claims.  Additionally, upon entry of the Ad Hoc 

Interim Order, Bayside’s liens should be released.  Pursuant to the DIP Intercreditor Agreement, 

the definition of “Payment in Full of Term Loan Priority Debt” includes, in relevant part, 

“providing cash collateral to Term Loan Agent in such amount as Term Loan Agent determines 

is reasonably necessary to secure the Term Loan Claimholders in respect of any asserted or 

threatened (in writing) claims, demands, actions, suits, proceedings, investigations, liabilities, 

fines, costs, penalties, or damages for which any of the Term Loan Claimholders may be entitled 
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to indemnification by any Grantor pursuant to the indemnification provisions in the Term Loan 

Documents.”  DIP Intercreditor Agreement at § 1.1.  The Debtors submit that the funds held in 

an interest-bearing escrow account in an aggregate amount of $25 million, which may be used to 

pay the Make-Whole Payment and Default Interest upon allowance of payment of such claims by 

this Court, satisfies the definition of “Payment in Full of Term Loan Priority Debt.”  See Unisys 

Finance Corp. v. Resolution Trust Corp., 979 F.2d 609, 611 (7th Cir. 1992) (holding that “[i]f the 

claim disappears-poof! the lien is gone”).   

29. Accordingly, the Debtors submit that, under the circumstances here, their request 

to repay the Bayside DIP Facility and Prepetition Term Loan Credit Facility in full and release of 

Bayside’s liens upon entry of the Ad Hoc Interim Order satisfies the applicable standard and 

should be granted.   

C. The Ad Hoc DIP Facility is the Best Postpetition Financing Available. 

30. As the record demonstrates, the Debtors have expended tireless efforts to litigate 

and negotiate in good faith with various parties for postpetition financing.  The result of such 

efforts is the Ad Hoc DIP Facility.  Therefore, under the circumstances, the Debtors have 

successfully negotiated postpetition financing on the best terms available.   

31. So long as a debtor’s business judgment does not run afoul of the letter and spirit 

of the Bankruptcy Code, courts grant a debtor considerable discretion with respect to postpetition 

financing.  See, e.g., In re CB Holding Corp., 447 B.R. 222, 227 (Bankr. D. Del. 2010 (“[T]he 

terms of the Post-Petition Financing appear to be fair and reasonable, are ordinary and 

appropriate for secured financing to debtors in possession, reflect the Debtors’ exercise of 

prudent business judgment consistent with their fiduciary duties, and are supported by 

reasonably equivalent value and fair consideration”); Trans World Airlines, Inc. v. Travellers 

Int’l AG (In re Trans World Airlines, Inc.), 163 B.R. 964, 974 (Bankr. D. Del. 1994) (approving 
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postpetition loan and receivables facility because such facility “reflect[ed] sound and prudent 

business judgment . . .”); In re Ames Dep’t Stores, 115 B.R. at 40 (“[C]ases consistently reflect 

that the court’s discretion under section 364 is to be utilized on grounds that permit reasonable 

business judgment to be exercised so long as the financing agreement does not contain terms that 

leverage the bankruptcy process and powers or its purpose is not so much to benefit the estate as 

it is to benefit parties in interest”); see also Bray v. Shenandoah Fed. Sav. & Loan Ass’n (In re 

Snowshoe Co., Inc.), 789 F.2d 1085, 1088 (4th Cir. 1986); In re Simasko Prod. Co., 47 B.R. 444, 

449 (D. Colo. 1985); In Farmland Indus., Inc., 294 B.R. 855, 881-84 (Bankr. W.D. Mo. 2003); In 

re Curlew Valley Assocs., 14 B.R. 506, 513-14 (Bankr. D. Utah 1981). 

32. As reflected in the record and as discussed in the DIP Motion, the Debtors were 

unable to obtain postpetition financing on an unsecured or priming basis.  Moreover, a debtor is 

not required to seek alternative financing from every possible lender in order to satisfy the 

requirements of section 364(d) of the Bankruptcy Code.  In re 495 Central Park Ave. Corp., 136 

B.R. 626, 630 (Bankr. S.D.N.Y. 1992).  Rather, a debtor need only demonstrate sufficient efforts 

to obtain financing from other sources without the granting of senior liens.  Id. at 631 (debtor 

testified to numerous failed attempts to procure financing from various sources, explaining that 

“most lend money only in return for a senior secured position”); Snowshoe, 789 F.2d at 1088 

(debtor demonstrated that credit could not be obtained without the granting of a senior lien by 

providing evidence that efforts to obtain financing from other financial institutions in the 

geographic area had proven unsuccessful). 

33. As discussed above, the Debtors have successfully negotiated postpetition 

financing on the best terms available.  The circumstances of the Chapter 11 Cases necessitate 

postpetition financing under section 364(c) and (d) of the Bankruptcy Code, and the Ad Hoc DIP 

Facility reflects the sound exercise of the Debtors’ business judgment. 



27 

D. The Terms of the Ad Hoc DIP Credit Agreement are Fair, Reasonable, and 
Appropriate. 

34. The purpose of the proposed Ad Hoc DIP Facility is to provide the Debtors with 

sufficient liquidity to bridge the Debtors through either a successful sale of substantially all of 

their assets as a going concern or to propose, negotiate, confirm and consummate a chapter 11 

plan of reorganization.  Without the financing provided pursuant to the Ad Hoc DIP Facility, the 

Debtors would not be able to realize the full value of their assets, to the detriment of all 

stakeholders. 

35. Based on the record of the Chapter 11 Cases, given the exigent circumstances of 

the Chapter 11 Cases, the terms and conditions of the Ad Hoc DIP Facility, including the fees 

and interest rates, are fair and reasonable, and were negotiated extensively by well-represented, 

independent parties in good faith and at arm’s length.  On balance, the overall terms of Ad Hoc 

DIP Facility are better than the Bayside DIP Facility.  Although the aggregate fees are more than 

the Bayside DIP Facility, the interest rates of the Ad Hoc DIP Facility are better in that they are 

less than the current interest rates in effect under the Bayside DIP Facility.  Specifically, the non-

default interest rate under the Ad Hoc DIP Facility is 4.0% per annum less than that required by 

the Bayside DIP Facility, and the default interest rate under the Ad Hoc DIP Facility is 1.0% per 

annum less than the Bayside DIP Facility default rate.  Additionally, the Ad Hoc DIP Facility 

[plus the ABL DIP Facility, as amended, offers an additional liquidity of approximately $23 

million as compared to the Bayside DIP Facility and pre-amended ABL DIP Facility].  Lastly, 

the Debtors submit that entry into the Ad Hoc DIP Facility will result in less litigation 

throughout these Chapter 11 Cases.  Accordingly, the Ad Hoc DIP Agents and the Ad Hoc DIP 

Lenders and all obligations incurred under the Ad Hoc DIP Facility should be accorded the 

benefits of section 364(e) of the Bankruptcy Code. 
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36. To further illustrate that the terms are fair, reasonable and adequate, the proposed 

Ad Hoc DIP Credit Agreement and the Ad Hoc Interim Order provide that the security interests 

and administrative expense claims granted to the Ad Hoc DIP Lenders are subject to the Carve-

Out, which has been increased from $500,000 to $750,000 under the terms of the Ad Hoc DIP 

Facility.  In In re Ames Dep’t Stores, 115 B.R. 34 (Bankr. S.D.N.Y. 1990), the court found that 

such “carve-outs” are not only reasonable, but are necessary to ensure that official committees 

and the debtor’s estate will be assured of the assistance of counsel.  Id. at 40. 

37. Accordingly, the terms of the Ad Hoc DIP Facility are fair, reasonable and 

adequate, and the Ad Hoc DIP Lenders under the Ad Hoc DIP Credit Agreement should be 

accorded the benefits of section 364(e) of the Bankruptcy Code in respect of such agreement. 

E. The Automatic Stay Should Be Modified on a Limited Basis. 

38. The relief requested in this Motion contemplates a modification of the automatic 

stay pursuant to section 362 of the Bankruptcy Code to (a) permit the DIP Obligors to grant the 

security interests, liens, and superpriority claims described above to the Ad Hoc DIP Lenders and 

the ABL DIP Lenders, as the case may be, and to perform such acts as may be reasonably 

requested to assure the perfection and priority of such security interests and liens, (b) permit the 

Ad Hoc DIP Agents and the Ad Hoc DIP Lenders to exercise (solely with respect to the Ad Hoc 

DIP Facility), upon the occurrence and continuance of an Event of Default, the rights and 

remedies provided in the Ad Hoc DIP Credit Agreement, the Ad Hoc Interim Order, and the 

Final Order, as applicable, and (c) implement the terms of the proposed DIP Orders.  In the 

Debtors’ business judgment, the stay modification requested in this Motion is fair and reasonable 

under the circumstances. 
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F. Interim Approval Should Be Granted with Respect to the Ad Hoc DIP 
Facility. 

39. Bankruptcy Rules 4001(b) and (c) provide that a final hearing on a motion to 

obtain credit may not be commenced earlier than fourteen (14) days after service of such motion.  

Upon request, however, the Bankruptcy Court is empowered to conduct a preliminary expedited 

hearing on the motion and authorize the obtaining of credit to the extent necessary to avoid 

immediate and irreparable harm to a debtor’s estate pending a hearing to consider the relief 

requested on a final basis. 

40. Pursuant to Bankruptcy Rule 4001(b) and (c), the Debtors respectfully request 

that the Bankruptcy Court conduct an expedited preliminary hearing on this Motion and 

(i) authorize the Debtors to use the proceeds of the Ad Hoc DIP Facility on an interim basis in 

the amount of $129,000,000, consistent with the Budget and the Ad Hoc DIP Credit Agreement, 

pending the Final Hearing and entry of the Final Order, to avoid immediate and irreparable harm 

to the Debtors’ estates and (ii) schedule the Final Hearing. 

41. As of the Petition Date, the Debtors held no unrestricted cash.  The proposed Ad 

Hoc DIP Facility is the best source of funds to finance their ordinary course business operations 

and the administration of the Chapter 11 Cases.14  Thus, the Debtors have an urgent and 

immediate need for liquidity.  Absent authorization to obtain credit under the Ad Hoc DIP 

Facility on an interim basis pending the Final Hearing, the Debtors will suffer immediate and 

irreparable harm, as the Debtors would be unable to fund their business operations.  In short, the 

interim relief requested in the Motion is necessary to maintain a critical stasis while the Debtors 

endeavor to achieve a value-maximizing sale of their assets or confirmation of a plan of 

reorganization − and accordingly, is vital to the ultimate success of the Chapter 11 Cases. 

                                                 
14  See First Day Declaration at ¶48. 
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G. The Debtors’ Request to File the Commitment Letter in Redacted Form. 

42. Pursuant to sections 105(a) and 107(b) of the Bankruptcy Code, Bankruptcy Rule 

9018 and the Local Rule 9018-1(b), the Debtors request authorization to file a copy of the 

Commitment Letter in redacted form as to Annex A, with unredacted copies to be provided 

solely to (i) the U.S. Trustee, (ii) counsel to the Committee, (iii) the legal and financial advisors 

for the Ad Hoc Noteholder Committee, and any individual member of the Ad Hoc Noteholder 

Committee in accordance with the terms of the Fee Letters, and (iv) any other party as may be 

ordered by the Court or agreed by the Debtors and the Ad Hoc DIP Agent.  Annex A contains the 

allocation amounts of the commitment among the individual Noteholders for the Ad Hoc DIP 

Facility, which is sensitive, confidential commercial information.  As such, the Ad Hoc DIP 

Credit Agreement requires that the Debtors request to file the Commitment Letter in redacted 

form as to Schedule 1.1.1 of the Ad Hoc DIP Credit Agreement.15   

43. The relief requested in this Motion is similar to relief granted in recent chapter 11 

cases in this District.  See, e.g., In re Southern Air Holdings, Inc., Case No. 12-12690 (CSS) 

(Bankr. D. Del. Oct. 1, 2012) [Docket No. 78] (approving motion to file fee letters under seal); 

In re Bicent Holdings, LLC, Case No. 12-11304 (KG) (Bankr. D. Del. April 4, 2012); [Docket 

No. 29] (same); In re Smurfit-Stone Container Corp., Case No. 09-10235 (BLS) (Bankr. D. Del. 

Jan. 27, 2009) [Docket No. 77] (same).  Accordingly, the Debtors respectfully request that the 

Court authorize the Debtors to file a copy of the Commitment Letter in redacted form to the 

extent set forth herein.  

WAIVER OF BANKRUPTCY RULES 6004(a) AND (h) 

44. To implement the foregoing immediately, the Debtors request that the Bankruptcy 

Court waive the notice requirements under Bankruptcy Rule 6004(a), if applicable, and the 

                                                 
15 See Ad Hoc DIP Credit Agreement at §10.12(a). 
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fourteen (14) day stay of an order authorizing the use, sale, or lease of property under 

Bankruptcy Rule 6004(h). 

NOTICE 
45. Notice of this Motion will be provided to:  (i) the United States Trustee;  

(ii) counsel to the agent under the Debtors’ ABL facility; (iii) counsel to the agent under the 

Debtors’ Term Loan Agreement; (iv) counsel to the Ad Hoc DIP Agent; (v) the indenture trustee 

for the Debtors’ convertible debentures; (vi) counsel for the ad hoc group of convertible 

debenture holders; (vii) counsel to the Official Committee; (viii) counsel to all parties who have 

filed an objection to the DIP Motion; and (ix) all parties that have filed a notice of appearance in 

these Chapter 11 Cases pursuant to Bankruptcy Rule 2002.  In light of the nature of the relief 

requested herein, the Debtors submit that no other or further notice is necessary. 

CONCLUSION 

46. In sum, the Debtors have amply satisfied their burden for interim and final 

approval of the relief requested by this Motion.  As set forth above, the Ad Hoc DIP Facility will 

enable the Debtors to preserve and maximize the value of the Debtors’ estates for the benefit of 

all stakeholders.    
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WHEREFORE, the Debtors respectfully request that this Court enter the Ad Hoc Interim 

Order and Final Order, in the form submitted to the Court by the Debtors, and grant such other 

and further relief as is just and proper.  

Dated: February 25, 2013 
 Wilmington, Delaware 

YOUNG CONAWAY STARGATT & TAYLOR, LLP 
 
    /s/ Maris J. Kandestin      
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 -  
 
PAUL, WEISS, RIFKIND, WHARTON & GARRISON LLP 
Alan W. Kornberg 
Jeffrey D. Saferstein 
Elizabeth R. McColm 
Margaret A. Phillips 
Ann K. Young 
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 
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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.,1 : Case No. 13-10125 (KJC) 
 :  
 : Jointly Administered 
 :  
 Debtors. :  
-------------------------------------------------------x Re: Doc No. 12, 13 
 

INTERIM ORDER (A) AUTHORIZING (I) REPLACEMENT POSTPETITION 
SECURED FINANCING PURSUANT TO 11 U.S.C. §§ 105(A), 362, 363(B), 364(C)(1), 

364(C)(3), 364(D)(1), 365(E) AND 507, (II) GRANT OF CERTAIN EQUAL AND 
RATABLE LIENS AND SUPERPRIORITY CLAIMS TO THE AD HOC DIP LENDERS, 

AND (III) REPAYMENT OF EXISTING POSTPETITION FINANCING AND 
PREPETITION SECURED FINANCING PURSUANT TO 11 U.S.C. § 363(B); (B) 

GRANTING CERTAIN PROTECTIVE RELIEF WITH REGARD TO THE 
COMMITMENT LETTER RELATING TO THE AD HOC DIP FACILITY, AND  

(C) SCHEDULING A FINAL HEARING 

Upon the motion (the “Motion”), dated February 25, 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”) for entry of this order (the “Interim Order”) and any order of the 

Bankruptcy Court approving the Ad Hoc DIP Facility (as defined below) on a final basis (the 

“Final Order” and together with this Interim Order, the “DIP Orders”) authorizing the Debtors, 

pursuant to sections 105, 361, 362, 363, 364(c)(1), 364(c)(2), 364(c)(3), 364(d)(1), 364(e) and 

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

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

                                                 
1  The Debtors in these cases (the “Chapter 11 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. 
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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”), to, among other things: 

(a) obtain replacement postpetition financing in an aggregate principal amount of up 
to $155,000,000 (the “Ad Hoc DIP Facility”),2 the proceeds of which shall be deposited into the 
Term Loan Priority Collateral Deposit Account,3 and enter into a senior secured and 
superpriority debtor-in-possession credit agreement related thereto (together with all schedules 
and exhibits thereto, as the same may be amended, restated, supplemented or otherwise modified 
from time to time, the “Ad Hoc DIP Credit Agreement”, and together with all security, pledge, 
guaranty and other lien and loan documents entered into in connection therewith, as the same 
may be amended, restated, supplemented or otherwise modified from time to time, the “Ad Hoc 
DIP Documents”), substantially in the form filed with the Bankruptcy Court contemporaneously 
with the filing of the Motion, by and among the Borrowers, the Debtor and non-Debtor affiliate 
guarantors party thereto (the “Guarantors”), a syndicate of institutions (each an “Ad Hoc DIP 
Lender” and collectively, the “Ad Hoc DIP Lenders”) and U.S. Bank National Association (the 
“Ad Hoc DIP Agent”), providing for, inter alia: 

 
(i) $60,000,000 in respect of new money financing (less any amount used to 

repay all amounts outstanding under the current debtor-in-possession 
facility (the “Bayside DIP Facility”) provided by Bayside Finance LLC 

                                                 
2  $129,000,000 shall be available to and shall be drawn in a single draw by the Debtors on the Closing Date, 
and following entry of the Final Order and subject to the terms and conditions set forth in the Ad Hoc DIP Credit 
Agreement (as defined below), (x) up to two (2) additional drawings of the Ad Hoc DIP Facility upon no less than 
five (5) business days’ prior written notice to the Ad Hoc DIP Agent (as defined below) and the Ad Hoc DIP 
Lenders (as defined below), which notice may be given prior to the entry of the Final Order, each in a principal 
amount of not less than $5,000,000, and in the aggregate, not to exceed $16,000,000, and (y) on or after May 20, 
2013, one additional drawing of the Ad Hoc DIP Facility upon five (5) business days’ prior written notice to the Ad 
Hoc DIP Agent and the Ad Hoc DIP Lenders in an aggregate principal amount not to exceed $5,000,000 and (z) 
after May 27, 2013, one additional drawing of the Ad Hoc DIP Facility upon five (5) business days’ prior written 
notice to the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders in an aggregate principal amount not to exceed 
$5,000,000. 

3  Capitalized terms used but not defined herein shall have the meanings ascribed to such terms in, (i) the 
Motion and, if not defined therein, (ii) the 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, (II) Scheduling a Final 
Hearing Pursuant to Bankruptcy Rules 4001(b) and (c) and (III) Granting Related Relief [Docket No. 86] (the 
“Interim ABL DIP Order”) and, if not defined therein, (iii) the proposed Final 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 and Proceeds of the ABL DIP Facility to Repay Obligations Arising 
Under the Prepetition ABL Credit Agreement and (II) Granting Related Relief (the “Final ABL DIP Order”) and, if 
not defined therein, (iv) the Intercreditor Agreement, dated as of January 31, 2013, by and between Wells Fargo 
Capital Finance, LLC and Bayside Finance (as the same may be amended, restated, supplemented or modified from 
time to time, including as modified by the Final ABL DIP Order, the “DIP Intercreditor Agreement”) and, if not 
defined therein, (v) the Ad Hoc DIP Credit Agreement. 
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(“Bayside”) as set forth in clause (iv) below) (the “New Money 
Financing”), subject to the terms and conditions set forth in the Ad Hoc 
DIP Documents; 
 

(ii) $67,000,000 to be used by the Debtors on the Closing Date to repay the 
aggregate outstanding principal due under the Credit Agreement, dated as 
of May 22, 2012 (as amended, restated, supplemented or otherwise 
modified prior to the Petition Date (as defined below), the “Prepetition 
Term Loan Credit Agreement”, and together with each loan document 
executed in connection with the Prepetition Term Loan Credit Agreement, 
the “Prepetition Term Loan Documents”) among School Specialty, the 
borrowers and guarantors party thereto, the lenders party thereto 
(collectively, the “Prepetition Term Loan Lenders”) and Bayside, as 
administrative agent (in such capacity, the “Prepetition Term Loan Agent” 
and together with the Prepetition Term Loan Lenders, the “Prepetition 
Term Loan Secured Parties”) (less the Early Payment Fee (as defined in 
the Prepetition Term Loan Credit Agreement) and interest calculated at the 
Default Rate (as defined in the Prepetition Term Loan Credit Agreement) 
on the aggregate outstanding principal amount of the Term Loan (as 
defined in the Prepetition Term Loan Credit Agreement) (the “Prepetition 
Term Loan Default Interest”) (if any)) (the “Prepetition Term Loan 
Repayment”), subject to the terms and conditions of the Ad Hoc DIP 
Credit Documents and without prejudice to the rights of the Official 
Committee of Unsecured Creditors appointed in the Chapter 11 Cases (the 
“Committee”) as set forth in paragraph 19;  
 

(iii) $25,000,000 to be used by the Debtors on the Closing Date to fund an 
interest-bearing escrow account with respect to the disputed Early 
Payment Fee and Prepetition Term Loan Default Interest (if any) in 
connection with the Prepetition Term Loan Documents until a court of 
appropriate jurisdiction has determined, by final non-appealable order, the 
prepetition Term Loan Secured Parties’ entitlement to such amounts (if at 
all) (the “Disputed Escrow Fund”), subject to the terms and conditions of 
the Ad Hoc DIP Credit Documents and without prejudice to the rights of 
the Committee as set forth in paragraph 19; and  
 

(iv) $22,500,000 to be used by the Debtors on the Closing Date to refinance 
the outstanding balance of principal of the Bayside DIP Facility (the 
“Bayside DIP Facility Repayment”), subject to the terms and conditions of 
the Ad Hoc DIP Credit Documents; 
 

(b) execute and deliver the Ad Hoc DIP Credit Agreement and other Ad Hoc DIP 
Documents and to perform such other acts as may be necessary or desirable in connection with 
the Ad Hoc DIP Documents; 
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(c) pursuant to section 364(c)(2) of the Bankruptcy Code, grant to the Ad Hoc DIP 
Agent, for the benefit of itself and the Ad Hoc DIP Lenders, valid, enforceable, non-avoidable 
automatically and fully perfected liens on and security interests in all DIP Collateral (as defined 
below) that (i) was not otherwise subject to a valid, perfected and unavoidable security interest or 
lien as of the commencement of the Chapter 11 Cases (the “Petition Date”) and (ii) is not under 
the Interim ABL DIP Order or the Final ABL DIP Order subject to a valid, perfected and 
unavoidable security interest or lien of the ABL DIP Agent (as defined in the Final ABL DIP 
Order), for the benefit of the ABL DIP Lenders (as defined in the Final ABL DIP Order) to 
secure any and all DIP Obligations (as defined below), and subject to the Carve-Out (as defined 
below); 

 
(d) pursuant to section 364(c)(3) of the Bankruptcy Code, grant to the Ad Hoc DIP 

Agent, for the benefit of itself and the Ad Hoc DIP Lenders, for the purpose of securing the DIP 
Obligations valid, enforceable, non-avoidable automatically and fully perfected junior liens on 
and security interests in all DIP Collateral that is subject only to (i) liens and security interests 
granted to the ABL DIP Agent and the ABL DIP Lenders pursuant to the Interim ABL DIP 
Order and the Final ABL DIP Order, (ii) Permitted Prior Liens (as defined below) and (iii) the 
Carve-Out; 

 
(e) pursuant to section 364(d)(1) of the Bankruptcy Code, grant the Ad Hoc DIP 

Agent, for the benefit of itself and the Ad Hoc DIP Lenders, for the purpose of securing the DIP 
Obligations, valid, enforceable, non-avoidable automatically and fully perfected first priority 
senior priming liens on and security interests in the Term Loan Priority Collateral (as defined in 
the DIP Intercreditor Agreement), wherever located, subject only to (x) Permitted Prior Liens, 
(y) the Carve-Out and (z) equal and ratable liens in the Term Loan Priority Collateral securing 
any ABL Debt (as defined in the DIP Intercreditor Agreement) granted pursuant to the Interim 
ABL DIP Order and Final ABL DIP Order subject to the terms of the DIP Intercreditor 
Agreement (which provides for, among other things, the Ad Hoc DIP Agent, for the benefit of 
itself and the Ad Hoc DIP Lenders, to have a senior lien on all Term Loan Priority Collateral, 
and the ABL DIP Agent, for the benefit of itself and the ABL DIP Lenders to have a junior lien 
on all Term Loan Priority Collateral) and the subordination of priority of such liens securing the 
ABL Debt to the extent set forth in paragraph 10 of this Interim Order; 

 
(f) pursuant to section 364(c)(1) of the Bankruptcy Code, grant all of the claims of 

the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders on account of the DIP Obligations allowed 
superpriority administrative expense claim status in each of the Chapter 11 Cases with priority 
over any and all administrative expenses of the kind specified in or arising under any section of 
the Bankruptcy Code (including, without limitation, sections 105, 326, 328, 330, 331, 503(b), 
506(c), 507(a), 507(b), 546(c), 726 or 1114 of the Bankruptcy Code), subject only to (i) the 
Carve-Out and (ii) the grants with respect to the ABL DIP Lenders to the extent set forth in 
paragraph 7 of this Order and the Final ABL DIP Order; 

 
(g) vacate and modify the automatic stay pursuant to section 362 of the Bankruptcy 

Code to the extent necessary to implement and effectuate the terms and provisions of the Ad Hoc 
DIP Documents and this Interim Order; 
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(h) pay, solely from the proceeds of the Ad Hoc DIP Facility and the Term Loan 
Priority Collateral, the principal, interest, fees, expenses and other amounts payable (if any) 
under the Ad Hoc DIP Documents, including the fees and expenses set forth in the (x) School 
Specialty, Inc. Superpriority Secured Debtor-In-Possession Credit Facility Fee Letter, dated 
February 20, 2013 (the “Ad Hoc DIP Lender Fee Letter”) and (y) the School Specialty, Inc. 
$155,000,000 Senior Secured Debtor-In-Possession Credit Facility Commitment Letter, dated 
February 20, 2013 (the “Ad Hoc DIP Agent Fee Letter”), as such amounts become due and 
payable, including, if applicable, continuing commitment fees, closing fees, servicing fees, audit 
fees, structuring fees, backstopping fees, arrangement fees, syndication fees, administrative 
agent’s fees, and fund the reasonable and documented fees and disbursements of attorneys 
engaged by the Ad Hoc DIP Agent and/or the Ad Hoc DIP Lenders, all to the extent provided in, 
and in accordance with the terms of, the Ad Hoc DIP Credit Agreement and the Ad Hoc DIP 
Documents; and 

 
(i) in accordance with Bankruptcy Rule 4001(c)(2), request that the Bankruptcy 

Court schedule a final hearing (the “Final Hearing”) to be held within eighteen (18) days after 
the entry of this Interim Order to consider entry of a final order (the “Final  Order”) authorizing 
the balance of the Ad Hoc DIP Facility under the Ad Hoc DIP Documents on a final basis, as set 
forth in the Motion and the Ad Hoc DIP Documents filed with the Bankruptcy Court; 

 
and the Bankruptcy Court, having considered the Motion and the exhibits attached thereto, 

including, without limitation, the Ad Hoc DIP Credit Agreement, and in accordance with 

Bankruptcy Rules 4001(c) and (d), due and proper notice of the Motion having been given to the 

forty (40) largest unsecured creditors of the Debtors, the Ad Hoc DIP Agent, the Ad Hoc DIP 

Lenders, the Prepetition Term Loan Secured Parties, the ABL DIP Agent (as defined below), the 

Prepetition ABL Agent (as defined below), the ABL DIP Lenders (as defined below), the 

Prepetition ABL Lenders (as defined below), the Committee, 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; and a hearing to consider approval of the Ad Hoc DIP 

Facility having been held and concluded (the “Interim Hearing”); and upon the record made by 

the Debtors at the Interim Hearing and after due deliberation and consideration and sufficient 

cause appearing therefore; 
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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) is a “subordination agreement” 

for purposes of Bankruptcy Code section 510(a). 

2. Jurisdiction.  The Bankruptcy 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 the Bankruptcy 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(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 19 herein), all of the Debtors’ 

stipulations set forth in paragraph 4 of the Final ABL DIP Order with respect to the Prepetition 

Term Loan Secured Parties, the Prepetition Term Loan Documents, the Prepetition Term Loan 

Security Interests (as defined in the Final ABL DIP Order) and the Prepetition Term Loan Debt 

(as defined in the Final ABL DIP Order) are expressly incorporated by reference as if fully set 

forth herein.  For the avoidance of doubt, nothing in this paragraph 4 shall limit the ability of the 
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Committee to challenge such stipulations related to the Prepetition Term Loan Secured Parties, 

the Prepetition Term Loan Documents, the Prepetition Term Loan Security Interests and the 

Prepetition Term Loan Debt, subject to the limitations thereon contained in paragraph 19. 

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 Ad Hoc DIP Facility 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, to satisfy other working capital and operational needs, to make the Bayside DIP 

Facility Repayment, to make the Prepetition Term Loan Repayment and to fund the Disputed 

Escrow Fund. The access of the Debtors to sufficient working capital and liquidity through the 

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 or sale of the Debtors. 

(c) Under the circumstances, the Debtors are unable to obtain financing on more 

favorable terms from sources other than the Ad Hoc DIP Lenders under the Ad Hoc 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 Ad Hoc DIP Credit Agreement without the Debtors granting to the Ad 

Hoc DIP Agent and the Ad Hoc DIP Lenders, subject to the Carve-Out as provided for herein, 

the DIP Liens (as defined below) and the Superpriority Claims (as defined below) under the 

terms and conditions set forth in this Interim Order and in the Ad Hoc DIP Documents. 
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(d) The terms of the Ad Hoc DIP Documents are fair and reasonable, reflect the 

Debtors’ exercise of prudent business judgment and constitute reasonably equivalent value and 

fair consideration. 

(e) The entry of this Interim Order is consistent with the DIP Intercreditor Agreement 

and shall not be deemed to violate any provision of the DIP Intercreditor Agreement.   

(f) The Ad Hoc DIP Documents have been negotiated in good faith and at arms’ 

length among the Debtors, the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders, and all of the 

Debtors’ obligations and indebtedness arising under, in respect of or in connection with the Ad 

Hoc DIP Facility and the Ad Hoc DIP Documents (all of the foregoing collectively, the “DIP 

Obligations”), shall be deemed to have been extended by the Ad Hoc DIP Agent and the Ad Hoc 

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 Ad Hoc DIP Facility, the DIP Liens and the Superpriority Claims (as defined below) 

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. 

(g) The Debtors have requested entry of this Interim Order pursuant to Bankruptcy 

Rule 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 Ad Hoc DIP 

Facility in accordance with this Interim Order and the Ad Hoc DIP Documents is therefore in the 

best interests of the Debtors’ estates. 

6. Authorization for the Ad Hoc DIP Credit Agreement and the Ad Hoc DIP 
Documents. 
 

(a) The Debtors are hereby authorized to execute and enter into the Ad Hoc DIP 

Documents, including the Ad Hoc DIP Credit Agreement, and the Ad Hoc DIP Credit 
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Agreement and the other Ad Hoc DIP Documents are hereby approved. The Ad Hoc DIP Credit 

Agreement and this Interim Order shall govern the financial and credit accommodations to be 

provided to the Debtors by the Ad Hoc DIP Lenders; provided that in the event of a conflict 

between the Ad Hoc DIP Credit Agreement and this Interim Order, this Interim Order shall 

control. 

(b) Prior to entry of the Final Order, the Borrowers are hereby authorized to borrow 

money pursuant to the Ad Hoc DIP Credit Agreement, and the Borrowers and the Guarantors are 

hereby authorized to guaranty such borrowings, up to an aggregate principal or face amount of 

$129,000,000 in order to, among other things (i) remit the Prepetition Term Loan Repayment, 

(ii) funding of the Disputed Escrow Fund and (iii) the Bayside DIP Facility Repayment (in each 

case, subject to any limitations on borrowings under the applicable Ad Hoc DIP Documents and 

in accordance with the Approved Budget, (collectively, the “Borrowed Amount”)). 

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

Order and the Ad Hoc DIP Credit Agreement (and subject to the Approved Budget provided for 

under the Ad Hoc 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), (y) pay interest, fees and expenses in accordance with this Interim Order 

and the Ad Hoc DIP Documents (including, for the avoidance of doubt, the fees and expenses of 

the Ad Hoc DIP Lenders’ professionals, whether incurred pre- or postpetition, as provided in 

paragraph 13) and (z) provide for the (i) Prepetition Term Loan Repayment, (ii) funding of the 

Disputed Escrow Fund and (iii) the Bayside DIP Facility Repayment. 

(d) The proceeds of any borrowing under the Ad Hoc DIP Facility and the proceeds 

of any sales of Term Loan Priority Collateral shall be deposited into a segregated account of the 
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Borrower (the “Term Loan Priority Collateral Deposit Account”) pursuant to the terms and 

conditions set forth in the Ad Hoc DIP Credit Agreement, which account shall not be governed 

by the Order (I) Approving Continued Use of the Debtors’ Existing Cash Management System, 

(II) Authorizing Use of Existing Bank Accounts and Checks, (III) Waiving the Requirements of 

11 U.S.C. 345(b) on an Interim Basis, and (IV) Granting Administrative Expense Status to 

Postpetition Intercompany Claims [Docket No. 74] or subject to any liens of the ABL DIP Agent 

or the ABL DIP Lenders (so long as no proceeds of ABL Debt or ABL Priority Collateral (as 

defined in the DIP Intercreditor Agreement) are deposited therein or credited thereto and, in such 

event, only to the extent of such proceeds), as the case may be; provided, however that nothing in 

this Interim Order shall impair or otherwise modify the rights of the ABL DIP Lenders solely 

with respect to any identifiable proceeds of the ABL Debt or the ABL Priority Collateral 

deposited or credited to such Term Loan Priority Collateral Deposit Account.  In accordance 

with paragraph 16 below, the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders are hereby 

authorized, but not required, to take possession of or control over (as defined in the Uniform 

Commercial Code as in effect from time to time in the State of New York), or take any other 

action in order to validate and perfect the security interests granted to them in the Term Loan 

Priority Collateral Deposit Account hereunder.  Whether or not the Ad Hoc DIP Agent, for the 

benefit of the Ad Hoc DIP Lenders shall, in its sole discretion, choose to take possession of or 

control over, or otherwise confirm perfection of the security interests granted to it hereunder, 

such 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 in favor of the Ad Hoc DIP Agent, for the benefit of the Ad Hoc DIP Lenders.  

Under no circumstances may any cash, funds, securities, financial assets or other property held in 
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or credited to the Term Loan Priority Collateral Deposit Account be used to pay any prepetition 

obligations or for any purpose except as permitted under this Interim Order or as otherwise 

expressly permitted by the Bankruptcy Court pursuant any order of the Bankruptcy Court 

(including any order made by the Bankruptcy Court prior to the entry of this Interim Order). 

(e) In furtherance of the foregoing and without further approval of the Bankruptcy 

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 use proceeds from the Ad Hoc 

DIP Facility or the Term Loan Priority Collateral and to pay all fees and expenses, that may be 

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

Hoc DIP Facility, including, without limitation: 

(i) the execution, delivery and performance of the Ad Hoc DIP 
Documents, including, without limitation, the Ad Hoc DIP Credit Agreement, any 
security and pledge agreements, any mortgages contemplated thereby and the 
letter agreements referred to in clause (iii) below; 

 
(ii) the execution, delivery and performance of one or more 

amendments, waivers, consents or other modifications to and under the Ad Hoc 
DIP Documents for, among other things, the purpose of adding additional 
financial institutions as Ad Hoc DIP Lenders and reallocating the commitments 
for the Ad Hoc DIP Facility among the Ad Hoc DIP Lenders, in each case in such 
form as the Debtors and the Ad Hoc 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 Ad Hoc 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 modification or amendment to the Ad 
Hoc DIP Credit Agreement to counsel to the Committee, the U.S. Trustee and 
counsel to the ABL DIP Agent (as defined below), each of whom shall have five 
(5) days from the date of such notice within which to object in writing to any 
material modification or amendment. If the Committee, the U.S. Trustee or the 
ABL DIP Agent timely objects to any such material modification or amendment 
to the Ad Hoc DIP Credit Agreement, such material modification or amendment 
shall only be permitted pursuant to an order of the Bankruptcy Court; 
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(iii) the non-refundable payment to the Ad Hoc DIP Agent or Ad Hoc 

DIP Lenders, as the case may be, solely from the proceeds of the Ad Hoc DIP 
Facility or the Term Loan Priority Collateral, of the fees referred to in the Ad Hoc 
DIP Credit Agreement (and in the Ad Hoc DIP Lender Fee Letter and the Ad Hoc 
DIP Agent Fee Letter), and the reasonable costs and expenses as may be due from 
time to time thereunder; and 

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

with the Ad Hoc DIP Documents. 
 

(f) Upon execution and delivery of the Ad Hoc DIP Credit Agreement and the other 

Ad Hoc DIP Documents, such Ad Hoc 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 Chapter 11 Case.  No obligation, payment, 

transfer or grant of security under the Ad Hoc DIP Credit Agreement, the other Ad Hoc 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.  The Debtors shall use the Ad Hoc 

DIP Facility solely as provided in this Interim Order and Final Order, and the Ad Hoc DIP 

Documents.  From and after the Petition Date, the Ad Hoc DIP Facility shall not, directly or 

indirectly, be used to pay expenses of the Debtors or otherwise disbursed except for those 

expenses and/or disbursements that are expressly permitted under the Approved Budget and the 

Ad Hoc DIP Documents. 
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(g) If the Debtors fail to timely execute and deliver the Ad Hoc DIP Credit 

Agreement and the other Ad Hoc DIP Documents as required by the Ad Hoc DIP Credit 

Agreement, then all DIP Obligations, including borrowings and accrued and unpaid interest and 

fees, incurred by the Debtors pursuant to the Ad Hoc DIP Credit Agreement and this Interim 

Order shall mature and become immediately due and payable, in which event the Ad Hoc DIP 

Lenders shall have the rights provided for in paragraph 11(b) of this Interim Order. 

(h) Each Guarantor agrees that (i) its guarantee obligations shall be, and is, absolute 

and unconditional for all purposes in the Chapter 11 Cases and is a present and continuing 

guarantee of payment and not of collection, and (ii) its obligations under this Interim Order and 

each Ad Hoc DIP Document shall not be discharged until the indefeasible payment, in full, in 

cash of the DIP Obligations (unless otherwise agreed to by the Ad Hoc DIP Lenders), and the 

termination of the lending commitments under the Ad Hoc DIP Documents. 

7. Superpriority Claims.  Subject to the rights of the ABL DIP Lenders granted 

pursuant to the Final ABL DIP, 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 other administrative expenses 

(other than 364(c)(1) claims in favor of the ABL DIP Lenders), adequate protection claims, 

diminution claims 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 
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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. Notwithstanding anything else to the contrary, the 

Superpriority Claims granted hereunder to the Ad Hoc DIP Lenders shall be pari passu with the 

Superpriority Claims granted to the ABL DIP Lenders. 

8. Carve-Out. 

(a) For the purposes of this Interim Order, the term “Carve-Out” shall mean the 

following: (i) all fees required to be paid to the Clerk of the Bankruptcy Court and to the Office 

of the United States Trustee under 28 U.S.C. § 1930(a) plus interest pursuant to 31 U.S.C. § 

3717; (ii) all reasonable fees and expenses incurred by a trustee under Bankruptcy Code section 

726(b); (iii) to the extent allowed by the Bankruptcy Court at any time, all accrued and unpaid 

fees, disbursements, costs and expenses incurred by professionals or professional firms retained 

by the Debtors and the Committee (collectively, the “Professionals”) at any time before or on the 

date of the delivery by the Ad Hoc DIP Agent, at the direction of the required Ad Hoc DIP 

Lenders, of a Carve-Out Notice (as defined below), whether allowed by the Bankruptcy Court 

prior to or after delivery of a Carve-Out Notice; and (iv)  to the extent allowed by the Bankruptcy 

Court at any time, all unpaid fees, disbursements, costs and expenses incurred by Professionals 

after the date that is one day after the date of the delivery by the Ad Hoc DIP Agent, at the 

direction of the required Ad Hoc DIP Lenders, of the Carve-Out Notice, in an aggregate amount 

not to exceed $750,000 (the amount set forth in this clause (iv) being the “Post Carve-Out Notice 
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Cap”).  For the avoidance of doubt, and notwithstanding anything to the contrary in the ABL DIP 

Facility (as defined in the Final ABL DIP Order) or any order with respect thereto, with respect 

to the “Carve-Out” as defined herein pursuant to the Ad Hoc DIP Documents, the payment of all 

accrued and unpaid fees, disbursements, costs and expenses incurred by Professionals pursuant 

to clause (iii) above shall not be subject to any budget, including, without limitation, the 

Approved Budget.  For purposes of the foregoing, “Carve-Out Notice” shall mean a written 

notice delivered by the Ad Hoc DIP Agent, at the direction of the required Ad Hoc DIP Lenders, 

to the Debtors and their counsel, counsel for the ABL DIP Agent, the U.S. Trustee, and counsel 

to the Committee, which notice may be delivered following the occurrence of an Event of 

Default under the Ad Hoc DIP Documents, and stating that the Post Carve-Out Notice Cap has 

been invoked.  Except as otherwise provided herein, as among the DIP Collateral (as defined 

below), the 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. 

(b) For the avoidance of doubt, the Carve-Out shall be senior to all liens and claims 

(including, without limitation, administrative and superpriority claims) securing the DIP 

Obligations and any and all other forms of adequate protection, liens, security interests and other 

claims granted herein to the Ad Hoc DIP Agent or the Ad Hoc DIP Lenders, but shall not have 

any priority over the liens and claims in favor of the ABL DIP Lenders under Bankruptcy Code 

section 364(c) or the ABL Priority Collateral (except as otherwise provided in the Final ABL 

DIP Order). 

(c) Nothing herein shall (i) be construed as consent by the Ad Hoc DIP Agent to the 

allowance of any fees, costs, expenses, reimbursements or compensation sought by any such 
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Professionals, (ii) affect the right of the Ad Hoc DIP Agent or any party to object to the 

allowance and payment of such fees, expenses, reimbursements or compensation sought by any 

such Professionals or (iii) affect the right of the Ad Hoc DIP Agent to the return of any portion 

of the Carve-Out that is funded under the Ad Hoc 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. 

(d) Prior to the occurrence of an Event of Default, the Debtors are authorized to pay 

compensation and reimbursement of fees and expenses that are authorized to be paid under 

sections 330 and 331 of the Bankruptcy Code pursuant to an order of the Bankruptcy Court, as 

the same may be due and payable, and such payments shall not reduce the Carve-Out.  Upon 

receipt of the Carve-Out Notice, the right of the Debtors to pay Professionals’ fees and expenses 

outside of subsection (a) shall terminate, and, after receipt of the Carve-Out Notice, the Debtors 

shall provide immediate notice to all Professionals informing them that such notice was 

delivered and further advising them that the Debtors’ ability to pay such Professionals is subject 

to and limited by the Carve-Out; provided, however, that all accrued and unpaid fees, 

disbursements, costs and expenses subject to subsection (a)(iii) shall remain subject to and 

payable pursuant to any interim compensation procedures authorized by the Bankruptcy Court or 

otherwise payable by final order of the Bankruptcy Court. 

9. 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 the Ad Hoc DIP Agent or 

the Ad Hoc DIP Lenders of or over any DIP Collateral (as defined below), the following security 
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interests and liens are hereby granted by the Debtors to the Ad Hoc DIP Agent for its own 

benefit and the benefit of the Ad Hoc 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, to the payment of the Carve-Out 

(all such liens and security interests granted to the Ad Hoc DIP Agent, for its own benefit and the 

benefit of the Ad Hoc DIP Lenders, pursuant to this Interim Order and the Ad Hoc DIP 

Documents, the “DIP Liens”): 

(a) First Lien on Unencumbered Property.  Subject to the terms of the DIP 

Intercreditor Agreement, pursuant to Bankruptcy Code section 364(c)(2), a valid, binding, 

continuing, enforceable, fully perfected 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, (i) on or as of the Petition Date was not subject to any valid, perfected 

and non-avoidable liens and (ii) is not under the Interim ABL DIP Order or the Final ABL DIP 

Order subject to a valid, perfected and unavoidable security interest or lien of the ABL DIP 

Agent, for the benefit of the ABL DIP Lenders (collectively, “Unencumbered Property”), 

including, without limitation, any such unencumbered cash of the Debtors (whether maintained 

with the Ad Hoc DIP Agent, the ABL 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 
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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”), other than such Avoidance Actions 

that are subject to a valid, perfected and unavoidable security interest or lien of the ABL DIP 

Agent, for the benefit of the ABL DIP Lenders under the Interim ABL DIP Order or the Final 

ABL DIP Order. 

(b) Liens Equal and Ratable to Certain Other Liens.  Except as set forth in Paragraph 

10 and subject to the DIP Intercreditor Agreement (which provides for, among other things, the 

Ad Hoc DIP Agent, for the benefit of itself and the Ad Hoc DIP Lenders, to have a senior lien on 

all Term Loan Priority Collateral, and the ABL DIP Agent, for the benefit of itself and the ABL 

DIP Lenders to have a junior lien on all Term Loan Priority Collateral), pursuant to Bankruptcy 

Code section 364(d)(1), a valid, binding, continuing, enforceable, fully perfected priority senior 

priming security interest in and lien upon all Term Loan Priority Collateral equal and ratable to 

the lien and security interest granted in such Term Loan Priority Collateral to secure the ABL 

Debt pursuant to the Interim ABL DIP Order and Final ABL DIP Order. 

(c) Liens Junior to Certain Other Liens.  Except as otherwise set forth in paragraph 

10 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 9, as to 

which the liens and security interests in favor of the Ad Hoc DIP Agent will be as described in 

such clauses), whether now existing or hereafter acquired, that is subject to (i) liens and security 

interests granted to the ABL DIP Agent and the ABL DIP Lenders pursuant to the Interim ABL 

DIP Order and the Final ABL DIP Order and (ii) valid, perfected and unavoidable liens in 
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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 

Ad Hoc DIP Agent are junior to such valid, perfected and unavoidable liens under clauses (i) and 

(ii) above; provided that, the DIP Liens shall be subject to any asserted tax liens solely to the 

extent that such tax liens (l) had priority under applicable law over the prepetition liens granted 

to the Prepetition Secured Parties, (2) were not subordinated by agreement or applicable law, and 

(3) were non-avoidable, valid, properly perfected and enforceable as of the Petition Date; 

provided, further that the DIP Liens shall not be deemed to have priority over any valid, 

enforceable, non-avoidable right of setoff in favor of American Art Clay Co., Inc., Acco Brands 

USA LLC, Mead Products LLC and 3M Company arising under Bankruptcy Code section 553 

solely to the extent that (1) such right of setoff constitutes a “lien” within the meaning of such 

term as used in Bankruptcy Code section 364(c)(3) and (2) the prepetition liens granted to the 

Prepetition Secured Parties were otherwise subject to such right of setoff in accordance with 

applicable law (the foregoing liens in this clause (c), the “Permitted Prior 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 permitted under 

this Interim Order shall impair, be senior to, or in any way prime the liens and right of setoff 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 
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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 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 (other than, subject to the terms of and solely to the extent provided in the DIP 

Intercreditor Agreement, the liens granted to secure the ABL Debt pursuant to the Interim ABL 

DIP Order and Final ABL DIP Order) 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 (iii) any intercompany or affiliate liens of the Debtors. 

10. Priority of DIP Liens; Bayside Replacement Lien. 

(a) Notwithstanding anything to the contrary herein and subject to the terms of the 

DIP Intercreditor Agreement (a) the DIP Liens granted hereunder and under the Ad Hoc DIP 

Documents to the Ad Hoc DIP Agent, for the benefit of the Ad Hoc DIP Lenders, in the DIP 

Collateral constituting ABL Priority Collateral shall be immediately junior in priority and subject 

to the liens granted to secure the ABL Debt under the Interim ABL DIP Order and Final ABL 

DIP Order in the DIP Collateral constituting ABL Priority Collateral, and (b) the liens granted to 

secure the ABL Debt under the Interim ABL DIP Order and Final ABL DIP Order in the DIP 
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Collateral constituting Term Loan Priority Collateral shall be immediately junior in priority and 

subject to the DIP Liens granted hereunder and under the Ad Hoc DIP Documents to the Ad Hoc 

DIP Agent, for the benefit of the Ad Hoc DIP Lenders, in the DIP Collateral constituting Term 

Loan Priority Collateral. 

(b) Notwithstanding anything to the contrary herein or in the Interim ABL DIP Order 

or the Final ABL DIP Order, any and all liens and security interests (i) on or in the DIP 

Collateral granted pursuant to the Interim ABL DIP Order, the Final ABL DIP Order and/or the 

documentation for or evidencing the Bayside DIP Facility (the “Bayside DIP Documents”) to 

any agent under the Bayside DIP Documents (the “Bayside DIP Agent”) or the lenders 

thereunder (the “Bayside DIP Lenders” and together with the Bayside DIP Agent, the “Bayside 

DIP Parties”), and (ii) granted under the Prepetition Term Loan Credit Agreement or any other 

Prepetition Term Loan Document to the Prepetition Term Loan Secured Parties, in the case of 

each of clauses (i) and (ii) above, are hereby deemed to be, and are forever, released and 

discharged, without limitation, and without any further action by any party.  In connection with 

the foregoing, the Prepetition Term Loan Secured Parties shall be granted a junior third lien (the 

“Junior Third Lien”) on DIP Collateral to secure the payment of any amounts to which it is 

determined (by final non-appealable order of a court of competent jurisdiction) the Prepetition 

Term Loan Secured Parties are entitled to pursuant to the Prepetition Term Loan Documents to 

the extent such amounts are not already provided for in the Disputed Escrow Fund.  The Junior 

Third Lien shall be junior in all respects only to (1) the Carve-Out, (2) Permitted Prior Liens, (3) 

liens on DIP Collateral granted to the ABL DIP Agent for the benefit of the ABL DIP Lenders 

and (4) the DIP Liens on DIP Collateral granted to the Ad Hoc DIP Agent for the benefit of the 

Ad Hoc DIP Lenders.  The Prepetition Term Loan Secured Parties shall (x) have no rights with 
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respect to the DIP Collateral other than to hold the Junior Third Lien and (y) not be entitled to 

take any action (including any enforcement action) with respect to any lien, claim or rights and 

remedies in respect of the DIP Collateral without further order of the Bankruptcy Court, in each 

case, unless and until all amounts due and owing under the ABL DIP Facility and the Ad Hoc 

DIP Facility are paid in full, in cash, in accordance with the terms of their respective documents. 

(c) As set forth in paragraph 31 of the Final ABL DIP Order, from and after the First 

Amendment Effective Date (as defined in the Final ABL DIP Order), the Ad Hoc DIP Agent 

shall be deemed a party to, and bound by, the terms and provisions of the DIP Intercreditor 

Agreement, as amended by the Final ABL DIP Order.  The Ad Hoc DIP Credit Agreement shall 

be deemed a Refinance (as defined in the DIP Intercreditor Agreement) of the Bayside DIP 

Facility under and in accordance with section 5.3(b) of the DIP Intercreditor Agreement, and the 

obligations under the Ad Hoc DIP Credit Agreement shall be deemed to be Term Loan Debt 

(under and as defined in the DIP Intercreditor Agreement) and the Ad Hoc DIP Agent shall be 

deemed to be the Term Loan Agent (under and as defined in the DIP Intercreditor Agreement), 

in each case under and in accordance with section 5.5(b) of the DIP Intercreditor Agreement, in 

full refinancing and replacement of the Bayside DIP Documents and Bayside DIP Agent, 

respectively. 

(d) Upon the occurrence of a Priority Collateral Event (as defined in the Final ABL 

DIP Order), the rights of the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders in all Term Loan 

Priority Collateral shall be subject to the terms and conditions set forth in paragraph 31 of the 

Final ABL DIP Order. 
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(e) For purposes of this paragraph 11, all references to the Final ABL DIP Order shall 

be to such order as in effect on the date hereof without giving effect to any subsequent 

amendments or modifications unless consented to by the Ad Hoc Lenders, in writing.  

11. Protection of Ad Hoc 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 Ad Hoc DIP 

Documents or this Interim Order. 

(b) The automatic stay provisions of Bankruptcy Code section 362 are vacated and 

modified to the extent necessary to permit the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders 

to exercise: (i) immediately upon the occurrence of an Event of Default, all rights and remedies 

under the applicable Ad Hoc DIP Documents (other than those rights and remedies against the 

DIP Collateral as provided in clause (ii) below), including leave to cease making financial 

accommodations to the Debtors, accelerate any or all of the DIP Obligations and declare such 

DIP Obligations to be immediately due and payable in full, in cash, and the Debtors shall use the 

Ad Hoc DIP Facility proceeds only with the written consent of the Ad Hoc DIP Agent and only 

to the extent required to avoid irreparable damage to the Debtors and their estates; and (ii) upon 

the occurrence and during the continuance of an Event of Default and the giving of five (5) 

business days’ prior written notice to the Debtors (with a copy to counsel to the ABL DIP Agent, 

the Committee and to the U.S. Trustee) to the extent provided for in any Ad Hoc DIP Document, 

all rights and remedies against the DIP Collateral provided for in any Ad Hoc DIP Document 

(including, without limitation, the right to foreclose upon the DIP Collateral and the right to set 

off against accounts maintained by the Debtors with the Ad Hoc DIP Agent or any Ad Hoc DIP 

Lender or any affiliate thereof).  In any hearing regarding any exercise of rights or remedies, the 
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only issue that may be raised by any party in opposition thereto shall be whether, in fact, an 

Event of Default has occurred and is continuing, and the Debtors hereby 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 the Ad Hoc DIP Agent or the Ad 

Hoc DIP Lenders set forth in this Interim Order or the Ad Hoc DIP Documents.  The delay or 

failure to exercise rights and remedies under the applicable Ad Hoc DIP Documents or this 

Interim Order by the Ad Hoc DIP Agent or the Ad Hoc DIP Lenders shall not constitute a waiver 

of the Ad Hoc DIP Agent’s or such Ad Hoc 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 Ad Hoc DIP Documents. 

12. 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 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 Ad Hoc DIP Lenders, and no such consent shall be implied from any other action, 

inaction, or acquiescence by the Ad Hoc DIP Agent or the Ad Hoc DIP Lenders. 

13. Fees and Expenses of Ad Hoc DIP Agent and Ad Hoc DIP Lenders.  Payable 

solely from proceeds of the Ad Hoc DIP Facility or Term Loan Priority Collateral, the Ad Hoc 

DIP Agent and the Ad Hoc DIP Lenders shall receive from the Debtors current cash payments of 

all fees and expenses payable to the Ad Hoc DIP Agent or the Ad Hoc DIP Lenders, as 

applicable, under the Ad Hoc DIP Documents, including, but not limited to, the reasonable fees 
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and disbursements of counsel, financial and other consultants for the Ad Hoc DIP Agent or Ad 

Hoc DIP 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 Ad Hoc DIP Agent and the Ad Hoc DIP 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 the Committee within two (2) 

business days from receipt thereof, and the U.S. Trustee and the 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 the 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. 

14. Interest.  The DIP Obligations shall bear interest at the applicable rate (including 

any applicable default rate after the occurrence of an Event of Default set forth in the Ad Hoc 

DIP Documents), and be due and payable in accordance with this Interim Order and the Ad Hoc 

DIP Documents, in each case without further notice, motion or application to, order of, or 

hearing before, the Bankruptcy Court.  Subject to paragraph 11, in any hearing regarding the 

occurrence of an Event of Default or the entitlement to, or payment of, interest at the applicable 
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default rate, such interest at the applicable default rate shall be immediately due and payable 

from the date of such Event of Default upon the determination of a court of competent 

jurisdiction of the occurrence of such Event of Default or entitlement to the payment of interest 

at the applicable default rate, notwithstanding any right to appeal such determination. 

15. Financial Reporting.  The Debtors shall provide the Ad Hoc DIP Agent and the 

Committee with financial and other reporting as described in the Ad Hoc DIP Documents. 

16. Perfection of DIP Liens. 

(a) Subject to the provisions of paragraph 9(b) above, the Debtors, the Ad Hoc DIP 

Agent and the Ad Hoc DIP Lenders 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 Ad Hoc DIP Agent on behalf of the Ad Hoc DIP Lenders shall, in its 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. 

The Debtors shall execute and deliver to the Ad Hoc DIP Agent all such agreements, financing 

statements, instruments and other documents as the Ad Hoc DIP Agent may reasonably request 

to more fully evidence, confirm, validate, perfect, preserve and enforce the DIP 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 Ad Hoc DIP 

Agent, 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 Ad Hoc DIP Lenders in 

accordance with the terms of the Ad Hoc DIP Documents or this Interim Order. 

17. 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 Ad Hoc DIP 

Agent or the Ad Hoc DIP Lenders 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, (ii) the 

termination or expiration of all commitments to extend credit to Debtors, and (iii) 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 Ad Hoc 

DIP Lender or the Ad Hoc DIP Agent may be entitled to indemnification by any Debtor pursuant 
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to the indemnification provisions in the Ad Hoc DIP Documents, as applicable (“Paid in Full”). 

While any portion of the Ad Hoc DIP Facility (or any refinancing thereof) or the DIP 

Obligations remain outstanding and the commitments thereunder have not been terminated, the 

DIP 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 (other than, subject to the terms of the DIP 

Intercreditor Agreement, the liens granted to secure the ABL Debt pursuant to the Interim ABL 

DIP Order and Final ABL DIP Order). 

(b) Unless all DIP Obligations shall have indefeasibly been Paid in Full, the Debtors 

shall not seek, and it shall constitute an Event of Default 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 Ad Hoc DIP Agent, 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. 

(c) 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 Ad Hoc DIP Agent and the Ad Hoc 

DIP Lenders 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 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, the Bankruptcy Court shall 
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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 incurred prior to the actual receipt of 

written notice by the Ad Hoc DIP Agent, 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 Ad Hoc DIP Documents with respect to any DIP Obligations. 

Notwithstanding any such reversal, stay, modification or vacation, any use of DIP Obligations 

incurred by the Debtors to the Ad Hoc DIP Agent or the Ad Hoc DIP Lenders prior to the actual 

receipt of written notice by the Ad Hoc DIP Agent 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 Ad Hoc DIP Agent and the Ad Hoc DIP Lenders 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 Ad Hoc DIP Documents with respect to the DIP Obligations. 

(e) Except as expressly provided in this Interim Order or in the Ad Hoc DIP 

Documents, the DIP Liens, the Superpriority Claims, and all other rights and remedies of the Ad 

Hoc DIP Agent and the Ad Hoc DIP Lenders granted by the provisions of this Interim Order and 

the Ad Hoc 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 the 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 
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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 Ad Hoc DIP Documents shall continue in the 

Chapter 11 Cases, in any successor cases if the Chapter 11 Cases cease to be jointly 

administered, or in any superseding chapter 7 cases under the Bankruptcy Code, and the DIP 

Liens and the Superpriority Claims and all other rights and remedies of the Ad Hoc DIP Agent 

and the Ad Hoc DIP Lenders granted by the provisions of this Interim Order and the DIP 

Documents shall continue in full force and effect until the DIP Obligations are Paid in Full. 

18. Limitation on Use of DIP Financing Proceeds and Collateral.  Notwithstanding 

anything herein or in any other order by the Bankruptcy Court to the contrary, no borrowings, 

proceeds of letters of credit, DIP Collateral, portion of the proceeds of the Ad Hoc DIP Facility 

or part of the Carve-Out may be used for any of the following (each, a “Lender Claim”): (a) to 

object, contest or raise any defense to, the validity, perfection, priority, extent or enforceability 

of any amount due under the Ad Hoc DIP Documents, or the liens or claims granted under this 

Interim Order or the Ad Hoc DIP Documents, (b) investigate or assert any claims, defenses or 

causes of action that may exist under law, equity or otherwise against the Ad Hoc DIP Agent, the 

Ad Hoc DIP Lenders, or their respective agents, affiliates, representatives, attorneys or advisors, 

(c) prevent, hinder or otherwise delay the Ad Hoc DIP Agent’s assertion, enforcement or 

realization on the DIP Collateral in accordance with the Ad Hoc DIP Documents or this Interim 

Order, (d) seek to modify any of the rights granted to the Ad Hoc DIP Agent or the Ad Hoc DIP 

Lenders hereunder or under the Ad Hoc 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 the 

Bankruptcy Court and (ii) in accordance with the Ad Hoc DIP Credit Agreement. 
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19. Effect of Stipulations on Third Parties; Investigations of Prepetition Liens. 

(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, the Committee, 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 18, 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 the 

Committee, sixty (60) days (or such later date as has been agreed to, in writing, by the Ad Hoc 

DIP 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. 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. 

(b) Notwithstanding the foregoing, the Committee shall be entitled to investigate and 

commence any adversary proceeding or contested matter, as required by the applicable Federal 

Rules of Bankruptcy Procedure, by no later than the earlier of the date that is (x) seventy-five 

(75) days after the Petition Date or (y) sixty (60) days (or such later date as has been agreed to, in 
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writing, by the Ad Hoc DIP Agent) after the appointment of the Committee, and challenge the 

existence, validity, priority or enforceability of the liens securing the obligations under the 

Prepetition Term Loan Documents, or to assert any claim or cause of action against the 

Prepetition Term Loan Secured Parties arising under or in connection with the Prepetition Term 

Loan Credit Agreement (including the Early Payment Fee and any interest with respect thereto or 

indemnification claims (including attorneys’ fees) in connection therewith) and any other 

Prepetition Term Loan Document; provided, however, that no more than $100,000 in the 

aggregate of the DIP Collateral, the Carve-Out, proceeds from the borrowings under the Ad Hoc 

DIP Facility or any other amounts (collectively, the “Prepetition Term Loan Investigation Cap”), 

may be used by the Committee to investigate such claims (other than in connection with an 

investigation by the Committee of the Early Payment Fee (and any interest with respect thereto 

or indemnification claims (including attorneys’ fees) in connection therewith) and the Prepetition 

Term Loan Default Interest, which shall not be subject to the Prepetition Term Loan 

Investigation Cap) and/or liens and security interests of the Prepetition Term Loan Secured 

Parties under or in connection with the Prepetition Term Loan Documents.  For the avoidance of 

doubt, the remittance of the Prepetition Term Loan Repayment or the funding of the Disputed 

Escrow Account shall not prejudice the rights of the Committee set forth in this clause (b). 

(c) Nothing in this Interim Order vests or confers on any person (as defined in the 

Bankruptcy Code) standing or authority to pursue any cause of action belonging to the Debtors 

or their estates.  Notwithstanding the foregoing, the Committee shall be granted standing to 

pursue any cause of action belonging to the Debtors or their estates set forth in clauses (a) and 

(b) above in this paragraph 19. 



 

-33- 
 
 

01:13361128.1 

(d) Upon approval of the Final Order, notwithstanding anything to the contrary 

herein, upon written notice to the landlord of any of the Debtors’ leased premises that an Event 

of Default has occurred and is continuing, the Ad Hoc 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 the Ad Hoc DIP Agent shall pay to such landlord 

rent first accruing after the above referenced written notice and during the period of occupancy 

by the Ad Hoc DIP Agent, calculated on a per diem basis and any such amount paid shall be 

deemed to be DIP Obligations, as applicable. 

20. Insurance Policies.  Effective as of entry of this Interim Order, the Ad Hoc DIP 

Agent and the Ad Hoc DIP Lenders shall be, and shall be deemed to be, without any further 

action or notice, named as additional insureds and loss payees on each insurance policy 

maintained by the Debtors that in any way relates to DIP Collateral; provided, however, for the 

avoidance of doubt, this provision shall not delete any other additional insured or loss payee 

from any insurance policy. 

21. Order Governs.  In the event of any inconsistency between the provisions of this 

Interim Order and the Ad Hoc DIP Documents, the provisions of this Interim Order shall govern. 

22. Binding Effect; Successors and Assigns.  The Ad Hoc DIP Documents and the 

provisions of this Interim Order, including all findings herein, shall be binding upon all parties in 

interest in the Chapter 11 Cases, including, without limitation, the Ad Hoc DIP Agent, the Ad 

Hoc DIP Lenders, the Committee 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 
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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 Ad Hoc DIP 

Agent, the Ad Hoc DIP Lenders and the Debtors and their respective successors and assigns, 

provided, however, that the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders shall have no 

obligation to extend any financing to any chapter 7 trustee or similar responsible person 

appointed for the estates of the Debtors.  In determining to make any loan (whether under the Ad 

Hoc DIP Credit Agreement, promissory notes or otherwise) or in exercising any rights or 

remedies as and when permitted pursuant to this Interim Order or the Ad Hoc DIP Documents, 

the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders 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). 

23. No Marshaling/Application of Proceeds.  In no event shall the Ad Hoc DIP 

Agent or the Ad Hoc DIP Lender be subject to the equitable doctrine of “marshaling” or any 

similar doctrine with respect to the DIP Collateral, and all proceeds shall be received and applied 

in accordance with this Interim Order. 

24. Right to Credit Bid.  Subject to the terms of the DIP intercreditor Agreement, 

pursuant to section 363(k) of the Bankruptcy Code and included as part of any restructuring plan 

subject to confirmation under section 1129(b)(2)(A)(iii) of the Bankruptcy Code, the Ad Hoc 

DIP Agent (at the direction of the required Ad Hoc DIP Lenders) and the ABL DIP Agent (at the 
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direction of the required ABL DIP Lenders) shall have the right to “credit bid” the full amount of 

their claims in connection with any sale of all or any portion of the DIP Collateral, including, 

without limitation, sales occurring pursuant to section 363 of the Bankruptcy Code or included as 

part of any restructuring plan subject to confirmation under section 1129(b)(2)(A)(iii) of the 

Bankruptcy Code (so long as the right of any Junior Claimholders (as defined in the DIP 

Intercreditor Agreement) to offset their claims against the purchase price only arises after the 

Priority Debt (as defined in the DIP Intercreditor Agreement) has been paid in full in cash).  In 

consideration of the Ad Hoc DIP Facility, it shall be an Event of Default (as defined in the Ad 

Hoc DIP Credit Agreement) for the Ad Hoc DIP Agent (at the direction of the required Ad Hoc 

DIP Lenders) to not be allowed to credit bid the DIP Obligations. 

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. 

26. No Third Party Rights.  Except as explicitly provided for herein, this Interim 

Order does not create any rights for the benefit of any third party, creditor, equity holder, or any 

direct, indirect, or incidental beneficiary other than the ABL DIP Agent, the ABL DIP Lenders 

and the Committee. 

27. Exclusions.  Nothing herein or in any of the Ad Hoc 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 
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Bankruptcy Code) or any officer, director or direct or indirect shareholder (or affiliate thereof) of 

any Debtor. 

28. Release.  Subject to entry of the Final Order, upon the date that each applicable 

portion of the Ad Hoc Credit Facility shall be Paid in Full and prior to the release of the 

applicable DIP Liens, the Debtors shall execute and deliver to the Ad Hoc DIP Agent and Ad 

Hoc DIP 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 Ad Hoc DIP Facility. 

29. Effectiveness; Conflict.   

(a) 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. 

(b) In the event of any conflict between the terms of this Interim Order and the Final 

ABL DIP Order with respect to the substance of the Prepetition Term Loan Secured Parties’ and 

the Bayside DIP Parties’ pre- and postpetition liens, claims, rights and remedies as set forth in 

paragraph 10(b), this Interim Order shall govern and control. Additionally, the supplemental 

Carve-Out provision in this Interim Order granted with priority solely with respect to the Term 

Loan Priority Collateral shall be deemed supplemental to, and not in conflict with, the carve-out 

provisions of the Final ABL DIP Order. 

30. Filing of Annex A of Commitment Letter in Redacted Form.  Pursuant to 

Bankruptcy Code sections 105(a) and 107(b), Bankruptcy Rule 9018 and the Local Rule 9018-
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1(b), the Debtors are authorized to file Annex A to the Commitment Letter (as defined in the 

Motion) in redacted form, with unredacted copies to be provided solely to (i) the U.S. Trustee, 

(ii) counsel to the Committee, (iii) the legal and financial advisors to (x) the Ad Hoc DIP Agent,  

the committee of Ad Hoc Lenders, and (z) any individual Ad Hoc Lender, in accordance with the 

terms of the Ad Hoc DIP Lender Fee Letter and Ad Hoc DIP Agent Fee Letter, and (iv) any 

other party as may be ordered by the Bankruptcy Court or agreed by the Debtors and the Ad Hoc 

DIP Agent. 

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 the Bankruptcy Court on 

[_________], 2013 at [__]:00 a.m. (prevailing Eastern time). 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 the Bankruptcy Court and to the 

Committee. 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) Stroock & Stroock & Lavan LLP, Attn: Kristopher 

Hansen & Jonathan D. Canfield, 180 Maiden Lane, New York, NY 10038 and (ii) Duane Morris 

LLP, Attn: Chris Winters & Jarret P. Hitchings, Suite 1600, 222 Delaware Avenue, Wilmington, 

DE 19801, attorneys for the Ad Hoc DIP Lenders, (c) (i) Goldberg Kohn, Attn: Randall Klein & 
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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 ABL DIP Agent, and (d) 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 [__________], 2013 at [_]:[_] [_].m. (prevailing Eastern time). 

 
Dated: ____________, 2013 

Wilmington, Delaware 
 

  
 The Honorable Kevin J. Carey 

United State Bankruptcy Judge 
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EXHIBIT C 



U.S. Bank Customer Confidential 

 
 

 
 

U.S. Bank National Association 
461 Fifth Avenue, 6th Floor  

New York, N.Y. 10017 
 

February 20, 2013 
 

School Specialty, Inc. 
PO Box 1579 
Appleton, WI 54912-1579 
 
Attention:  Chief Financial Officer 
   
 

School Specialty, Inc. 
$155,000,000 Senior Secured Debtor-In-Possession Credit Facility 

Commitment Letter 
 
Ladies and Gentlemen: 
 
This letter sets forth certain fees and expenses payable to U.S. Bank National Association, in its 
capacity as administrative agent (in such capacity, the “Administrative Agent”) and as collateral 
agent (in such capacity, the “Collateral Agent”) under that certain $155,000,000 senior secured, 
priming and super-priority, debtor-in-possession delayed draw term loan credit facility (the “DIP 
Facility”),  the terms and conditions of which will be set forth in the Credit Agreement (the 
“Credit Agreement”), among School Specialty, Inc. (the “Borrower”), the other borrowers 
named therein, the guarantors named therein, the lender parties signatories thereto from time to 
time, the Administrative Agent and the Collateral Agent.  
 

The Borrower hereby agrees to pay directly to the Administrative Agent and the 
Collateral Agent for its own account all fees and expenses set forth on Schedule I hereto. All fees 
of the Administrative Agent and the Collateral Agent shall be fully earned on each day that such 
fee is payable. 

The Borrower also acknowledges that the costs and expenses of the Agent for which they 
will be responsible include, without limitation, all costs and expenses arising out of or relating to 
the hiring of third party consultants, legal counsels, financial advisors and other consultants in 
connection with this letter agreement, the Credit Agreement and the agreements, instruments and 
documents related thereto (the “Loan Documents”) including, without limitation, all fees of 
Stroock & Stroock & Lavan LLP, as counsel for the Administrative Agent and the Collateral 
Agent, and any local counsel necessary to enforce the rights and remedies of the Administrative 
Agent and the Collateral Agent hereunder and under the Loan Documents.  All fees, costs and 
expenses of the Administrative Agent and the Collateral Agent due hereunder shall be payable 
irrespective of whether or not the Credit Agreement or any other Loan Document is finalized or 
executed. 



 

 
 

All fees and reimbursement of expenses, costs and professional fees hereunder and under 
the Loan Documents shall be paid by the Borrower in dollars and in immediately available funds. 
The Borrower hereby agrees that, once paid, the fees, expenses and costs, or any part thereof, 
will not be refundable under any circumstances and shall not be subject to reduction by way of 
setoff or counterclaim. 

Failure of any party to enforce any of the provisions hereof shall not be construed as a 
waiver of such provisions or of the right thereafter to enforce such provisions. If any provisions 
of this letter agreement shall be held to be invalid, void, or unenforceable, the remaining 
provisions hereof shall not be affected or impaired and such remaining provisions shall remain in 
full force and effect. 

This letter agreement has been prepared through the joint efforts of all of the parties. 
Neither the provisions of this letter agreement nor any alleged ambiguity shall be interpreted or 
resolved against any party on the ground that such party’s counsel drafted this letter agreement, 
or based on any other rule of strict construction. Each of the parties hereto represents and 
declares that such party has carefully read this letter agreement and that such party knows the 
contents thereof and signs the same freely and voluntarily. 

This letter agreement shall be binding on and shall inure to the benefit of the 
Administrative Agent, the Collateral Agent and the Borrower and their respective successors and 
permitted assigns. 

THE PARTIES HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY 
WAIVE TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING RELATING TO 
THIS LETTER AGREEMENT.  

THIS LETTER AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH, 
AND GOVERNED IN ALL RESPECTS BY, THE LAWS OF THE STATE OF NEW YORK, 
INCLUDING SECTION 5-1401 OF THE NEW YORK GENERAL OBLIGATIONS LAW.  

Each party hereto hereby irrevocably and unconditionally (a) submits for itself and its 
property in any legal action or proceeding relating to this letter agreement or for recognition and 
enforcement of any judgment in respect thereof, to the exclusive general jurisdiction of the 
United States Bankruptcy Court for the District of Delaware and the courts of the State of New 
York, the courts of the United States for the Southern District of New York, and appellate courts 
from any thereof and (b) consents that any such action or proceeding may be brought in such 
courts and waives any objection that it may now or hereafter have to the venue of any such 
action or proceeding in any such court or that such action or proceeding was brought in an 
inconvenient court and agrees not to plead or claim the same.  

This letter agreement may be executed in any number of counterparts, each of which 
when so executed shall be deemed an original, but all such counterparts shall constitute one and 
the same instrument. Delivery of an executed counterpart of this letter agreement by fax or 
electronic mail shall have the same force and effect as the delivery of an original executed 
counterpart of this letter agreement.  
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Schedule I 
 

U.S. BANK SCHEDULE OF FEES 
 

 ADMINISTRATIVE AGENT AND COLLATERAL AGENT 
 

SCHOOL SPECIALTY, INC., (the “Borrower”) 
 
 

 
AS ADMINISTRATIVE AGENT & COLLATERAL AGENT (collectively, the “Agent”) 
 
 
Initial Charge (payable, in advance) (the “Acceptance Fee”):                                      $ 5,000.00  
 
Covers the acceptance of an administrative agency created or modified by and pursuant to the 
Credit Agreement and various other Loan Documents among the Borrower, the several Lenders 
from time to time parties thereto and the Agent. Capitalized terms not defined herein shall have the 
meanings assigned to such terms in the Credit Agreement.  
These charges include a complete study of drafts of the Credit Agreement and all Loan Documents 
and subsequent amendments.  
 
Annual Administration Charge (payable annually in advance) (the “Annual Fee”):$ 45,000.00  
 
Covers normal administrative functions including loan administration in accordance with the 
Credit Agreement and various other Loan Documents and maintenance of all administrative 
records, duties in connection with the security provisions of the Credit Agreement and the other 
Loan Documents, and the consideration and decision with respect to various normal administrative 
questions. The Agent reserves the right to determine which services may be considered “normal”.  
Each assignment/transfer will be charged a fee as referenced in the Credit Agreement.  
 
The above-referenced fees are not inclusive of counsel and other expenses which shall be billed 
additionally, as referenced below.  
 
HOURLY ADMINISTRATIVE TIME AND EXTRAORDINARY FEES:  
Hourly Administrative Time Fees will be billed at the hourly rate then in effect, which is subject to 
change. These fees will apply to services, duties or responsibilities of an unusual nature, or not 
provided for in this schedule or in the governing documents. They will also apply to all 
Administrative Agent and Collateral Agent administrative time during and after the occurrence of a 
default under the Credit Agreement. A reasonable extraordinary charge will be assessed based on the 
nature of the additional service and the responsibilities involved. At our option, these charges will be 
billed at a flat fee or at our hourly rate then in effect.  
Extraordinary fees are payable to the Agent for duties or responsibilities not expected to be incurred 
at the outset of the transaction, not routine or customary, and/or not incurred in the ordinary course of 
business. Extraordinary services might include, without limitation, default administration, tenders or 
exchanges or non-routine investment activity, amendments or supplements, specialized reporting, 
actual or threatened litigation or arbitration proceedings, non-routine calculations, foreign currency 
conversions, perfection or release of security interests, and early termination.  



 

 
 

 
OUT-OF-POCKET EXPENSES:  
Any out-of-pocket expenses incurred by us will be billed at cost. These items will include, and may 
not be limited to, legal costs, travel expenses, document duplication and facsimiles, courier services, 
etc.  In the event this transaction does not close, any related out of pocket expenses will be billed at 
cost.  
 
 
LEGAL COUNSEL:  
Fees of legal counsel will be billed at cost. We shall be permitted to hire legal counsel or other agents 
selected by us to carry out our duties. We shall be permitted to consult legal counsel or other agents 
selected by us in the event of any question as to our duties under or the construction of any 
agreement, or any dispute or potential dispute. We shall incur no liability if our counsel or agents are 
selected in good faith and in acting in accordance with the opinion or instruction of such counsel or 
agent. All costs of such counsel or agent shall be paid by the Borrower. 
 
  
BILLING AND PAYMENTS:  
The first year’s Annual Fee and Acceptance Fee and counsel fees will be payable upon closing. 
Subsequent Annual Fees will be payable in advance at each anniversary of closing date. Other fees, 
charges and reimbursements will be billed as incurred. Annual Fees are not pro-rated for less than a 
year. Interest will be charged on past due amounts.  
 
 
GOOD FUNDS AVAILABILITY:  
Funds to pay debt service on depository-eligible or book-entry securities must be on deposit in 
sufficient time to ensure compliance with the Same Day Funds Payment Guidelines promulgated by 
the securities depositories and the SEC. Funds to make all other payments must be on deposit in 
sufficient time to avoid Daylight Overdrafts under Fed Guidelines.  
 
 
OTHER EXPENSES:  
 
Notwithstanding anything herein or in the Loan Documents to the contrary, the Borrower agrees to 
pay or reimburse the Administrative Agent and the Collateral Agent for reasonable out-of-pocket 
costs, hourly administrative time, extraordinary fees, and expenses incurred in connection with the 
preparation, execution and delivery of, any amendment, supplement, or modification to the Credit 
Agreement and the other Loan Documents, and any other documents prepared in connection 
herewith or therewith, and the consummation and administration of the transactions contemplated 
hereby and thereby, including the reasonable out-of-pocket fees, disbursements and other charges of 
counsel selected by U.S. Bank, as Administrative Agent and Collateral Agent and other counsel as 
appropriate to the Administrative Agent and Collateral Agent and filing and recording fees and 
expenses. Statements with respect to the foregoing will be submitted to the Borrower prior to the 
closing date of the Credit Agreement (the “Closing Date”) (in the case of amounts to be paid on the 
Closing Date) and from time to time thereafter on a monthly basis or such other periodic basis as the 
Administrative Agent and Collateral Agent shall deem appropriate. The Borrower agrees to pay or 
reimburse the Administrative Agent and Collateral Agent for all out-of-pocket costs, hourly 
administrative time, extraordinary fees and expenses incurred in connection with the enforcement of 
any rights under the Credit Agreement, the other Loan Documents and any such other documents, 



 

 
 

including the reasonable fees, disbursements and other charges of counsel selected by U.S. Bank, as 
Administrative Agent and Collateral Agent and other counsel as appropriate to the Administrative 
Agent and Collateral Agent.  
 
NOTE:  
The transaction that is the subject of this proposal, and all related legal documentation, is subject to 
review and acceptance by U.S. Bank in accordance with its policies and procedures. Should the 
actual transaction materially differ from the assumptions used herein, U.S. Bank reserves the right, in 
its sole discretion, to modify or withdraw this proposal. Reasonable adjustments to the fees and 
charges set forth herein may be made at any time. After acceptance of this proposal and 
commencement of review and negotiation of documents, if the transaction fails to close for reasons 
beyond the control of U.S. Bank, the party requesting these services shall pay U.S. Bank Corporate 
Trust Service’s acceptance fee, legal fees and out-of-pocket expenses. This proposal is a confidential 
document and should not be duplicated and/or distributed.  
To help the government fight the funding of terrorism and money laundering activities, Federal law 
requires all financial institutions to obtain, verify and record information that identifies each person 
who opens an account. For a non-individual person such as a business entity, a charity, a Trust or 
other legal entity we will ask for documentation to verify its formation and existence as a legal entity. 
We may also ask to see financial statements, licenses, identification, and authorization documents 
from individuals claiming authority to represent the entity, or other relevant documentation. 



Execution Copy 

 

NY 74418432v2 
 

 

CONFIDENTIAL 

February 20, 2013 

 

School Specialty, Inc. 
PO Box 1579 

Appleton, WI 54912-1579 

 

Attention:  Chief Financial Officer 

   

 

School Specialty, Inc. 

Superpriority Secured Debtor-In-Possession Credit Facility 

Fee Letter 

 

Ladies and Gentlemen: 

 

This letter (this “Fee Letter”) sets forth certain fees payable by School Specialty, Inc. (the 

“Company”) in connection with the financing contemplated pursuant to the Commitment Letter 

(including the exhibits, annexes and other attachments thereto, the “Commitment Letter”), dated as of the 

date hereof, by and among the Company and the Commitment Parties named therein (the “Commitment 

Parties”).  Capitalized terms used herein without definition shall have the meanings assigned to such 

terms in the Commitment Letter.  In connection with the credit facility described in the Commitment 

Letter, the Company agrees to pay the fees set forth below in accordance with the terms hereof. 

 

Commitment Fee: The Company will pay a commitment fee (the “Commitment Fee”) to the DIP 

Agent, for the pro rata benefit of each of the Commitment Parties or their 

designees, equal to 2.00% of the DIP Facility, which Commitment Fee shall be 

fully earned upon the Company’s acceptance of the Commitment Letter and be 

due and payable in full in cash on the Closing Date. 

 

Delayed Closing Fee: The Company will pay a delayed closing fee (the “Delayed Closing Fee”) to the 

DIP Agent, for the pro rata benefit of each of the Commitment Parties or their 

designees, equal to 1.00% of the DIP Facility, which Delayed Closing Fee shall 

be fully earned upon the Company’s acceptance of the Commitment Letter and 

payable in full in cash on the earlier to occur of (a) the Termination Date and (b) 

the date on which (x) the DIP Obligations shall have been paid in full in cash and 

(y) the DIP Commitments shall have been terminated. 

 

The Company agrees that, once paid, the fees or any part thereof payable hereunder and under the 

Commitment Letter will not be refundable under any circumstances.  All fees payable hereunder and 

under the Commitment Letter will be paid in immediately available funds and shall not be subject to 

reduction by way of set-off or counterclaim.   

 

The Company agrees that (i) it will not disclose this Fee Letter or the contents hereof other than 

as permitted by the Commitment Letter and (ii) the Company’s obligations under this Fee Letter shall 

survive the expiration or termination of the Commitment Letter and the funding of the DIP Facility. 



School Specialty, Inc. 

February 20, 2013 

Page 2 of 2 

 

 

 

It is understood that this Fee Letter shall not constitute or give rise to any obligation on the part of 

the DIP Agent or the Commitment Parties to provide or arrange any financing; such an obligation will 

arise only under the Commitment Letter if accepted in accordance with its terms.  The Company’s 

agreement under this Fee Letter shall be legally binding upon and enforceable against the Company and 

its successors and permitted assigns, may be enforced by the DIP Agent, the Commitment Parties and 

their respective successors and permitted assigns, and shall be enforceable without regard to any act, 

event or circumstance except as expressly set forth herein.  This Fee Letter is an integral part of the 

Commitment Letter, and may not be amended or any provision hereof waived or modified except by an 

instrument in writing signed by each of the parties hereto.  THIS FEE LETTER AND ANY CLAIM, 

CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED TO THIS FEE LETTER 

SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF 

THE STATE OF NEW YORK.  This Fee Letter may be executed in any number of counterparts, each 

of which shall be an original and all of which, when taken together, shall constitute one agreement.  

Delivery of an executed counterpart of a signature page of this Fee Letter by facsimile or other electronic 

transmission shall be effective as delivery of a manually executed counterpart of this Fee Letter.  Section 

headings used herein are for convenience of reference only, are not part of this Fee Letter and are not to 

affect the construction of, or to be taken into consideration in interpreting, this Fee Letter. 

 

[Signature pages follow]
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SENIOR SECURED SUPER PRIORITY DEBTOR-IN-POSSESSION 
CREDIT AGREEMENT 

This Senior Secured Super Priority Debtor-in-Possession Credit Agreement is dated as of 
February __, 2013, and is entered into by and among School Specialty, Inc., a Wisconsin 
corporation (“School Specialty” or the “Administrative Borrower”), each of 
ClassroomDirect.com, LLC, a Delaware limited liability company, Delta Education, LLC, a 
Delaware limited liability company, Sportime, LLC, a Delaware limited liability company, 
Childcraft Education Corp., a New York corporation, Bird-in-Hand Woodworks, Inc. a New 
Jersey corporation, Califone International, Inc. a Delaware corporation, and Premier Agendas, 
Inc., a Washington corporation (collectively, the “Subsidiary Borrowers” and, together with the 
Administrative Borrower, the “Borrowers”), Select Agendas, Corp., a Nova Scotia unlimited 
liability company, Frey Scientific, Inc. and Sax Arts & Crafts, Inc., each a Delaware corporation, 
each as a Guarantor, each Subsidiary of the Administrative Borrower (other than the Subsidiary 
Borrowers) that becomes a Guarantor hereunder and party hereto from time to time in 
accordance with Section 5.11, each of the lenders appearing on the signature pages hereof, 
together with such other lenders as may from time to time become a party to this Agreement 
pursuant to the terms and conditions of Article VIII hereof (collectively, the “Lenders”), and 
U.S. Bank National Association (“U.S. Bank”), in its separate capacity as administrative agent 
for itself and all other Lenders (in such capacity, together with its successors and assigns, the 
“Administrative Agent”), and in its separate capacity as collateral agent for itself and all other 
Lenders (in such capacity, together with its successors and assigns, the “Collateral Agent” and, 
collectively with the Administrative Agent, the “Agent”). 

RECITALS: 

A. The Borrowers and Guarantors (other than Select Agendas, Corp.) have 
commenced a case under Chapter 11 of Title 11 of the United States Code in the United States 
Bankruptcy Court for the District of Delaware, and have retained possession of their respective 
assets and are authorized under the Bankruptcy Code to continue the operation of their 
businesses as debtors-in-possession. 

B. The Bankruptcy Court has entered an Interim Order pursuant to which 
Administrative Agent and Lenders may make post-petition term loans to Borrowers secured by 
substantially all the assets and properties of the Obligors as set forth in the Interim Order or Final 
Order, as applicable, and this Agreement. 

C. The Interim Order or Final Order, as applicable, provides that as a condition to the 
making of such post-petition term loans, Borrowers shall execute and deliver this Agreement. 

D. Borrowers have requested that the Lenders make post-petition term loans to 
Borrowers, and the Lenders are willing to do so, subject to the terms and conditions contained 
herein. 

NOW, THEREFORE, in consideration of the premises herein contained and other good 
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the 
parties, intending to be legally bound, agree as follows: 
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ARTICLE I 
DEFINITIONS 

Section 1.1. Definitions.  For all purposes of this Agreement, except as otherwise 
expressly provided or unless the context otherwise requires: 

(a) the terms defined in the preamble have the meanings therein assigned to them; 

(b) the terms defined in this Article have the meanings assigned to them in this 
Article, and include the plural as well as the singular; 

(c) The following terms have the meanings given to them in the applicable UCC:  
“commodity account”, “commodity contract”, “commodity intermediary”, “deposit 
account”, “entitlement holder”, “entitlement order”, “equipment”, “financial asset”, 
“general intangible”, “goods”, “instruments”, “investment property”, “money”, 
“securities account”, “securities intermediary” and “security entitlement”; 

(d) titles of articles, sections, clauses, exhibits, schedules and annexes contained in 
any Loan Document are without substantive meaning or content of any kind whatsoever 
and are not a part of the agreement between the parties hereto; 

(e) the terms “herein”, “hereof” and similar terms refer to this Agreement as a whole; 

(f) in the computation of periods of time from a specified date to a later specified 
date in any Loan Document, the terms “from” means “from and including” and the words 
“to” and “until” each mean “to but excluding” and the word “through” means “to and 
including”; 

(g) in any other case, the term “including” when used in any Loan Document means 
“including without limitation”; 

(h) the term “documents” means all writings, however evidenced and whether in 
physical or electronic form, including all documents, instruments, agreements, notices, 
demands, certificates, forms, financial statements, opinions and reports; 

(i) the term “incur” means incur, create, make, issue, assume or otherwise become 
directly or indirectly liable in respect of or responsible for, in each case whether directly 
or indirectly, and the terms “incurrence” and “incurred” and similar derivatives shall have 
correlative meanings; 

(j) all references to a time of day shall refer to such time of day in New York, New 
York; 

(k) references in this Agreement to an Exhibit, Schedule, Article, Section or clause 
refer to the appropriate Exhibit or Schedule to, or Article, Section or clause in, this 
Agreement; 
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(l) references in any Loan Document, to (A) any agreement shall include, without 
limitation, all exhibits, schedules, appendixes and annexes to such agreement and, unless 
the prior consent of any Secured Party required therefor is not obtained or such 
modification or replacement is not permitted under this Agreement, any modification to 
any term of such agreement and any replacement thereof, and (B) any statute shall be to 
such statute as modified from time to time and to any successor legislation thereto, in 
each case as in effect at the time any such reference is operative; 

(m) all accounting terms not otherwise defined herein have the meanings assigned to 
them in accordance with GAAP (except for the term “property”, which shall be 
interpreted as broadly as possible, including, in any case, cash, securities, other assets, 
rights under contractual obligations and Permits and any right or interest in any property, 
the terms “property” and “assets” to have the same meaning); and 

(n) all accounting terms, unless otherwise specified, shall be deemed to refer to 
Persons and their Subsidiaries on a consolidated basis in accordance with GAAP. 

“2011 Convertible Subordinated Debenture Documents” means the 2011 Convertible 
Subordinated Debentures, the 2011 Convertible Subordinated Debenture Indenture and all other 
documents, instruments and agreements relating thereto, in each case amended, modified or 
supplemented from time to time in accordance with the provisions of this Agreement. 

“2011 Convertible Subordinated Debenture Indenture” means the Indenture dated as of 
March 1, 2011 between the Administrative Borrower and The Bank of New York Mellon Trust 
Company, N.A., as amended, modified or supplemented from time to time in accordance with 
the provisions of this Agreement. 

“2011 Convertible Subordinated Debentures” means those 3.75% Convertible 
Subordinated Debentures of the Administrative Borrower due 2026. 

“ABL DIP Agent” means, collectively, the administrative agent and the co-collateral 
agents under the ABL DIP Credit Agreement, or any of them, as the context may require. 

“ABL DIP Credit Agreement” means the Senior Secured Debtor-In-Possession Credit 
Facility, dated as of January 31, 2013, by and among the borrowers and guarantors named 
therein, Wells Fargo Capital Finance, LLC, as agent, and the lenders party thereto from time to 
time, as amended, restated, modified or supplemented from time to time in accordance with the 
Intercreditor Agreement. 

“ABL DIP Credit Commitment” means, with respect to each ABL DIP Credit Lender, the 
obligation of such ABL DIP Credit Lender to make ABL DIP Credit Loans and participate in the 
Letters of Credit, as contemplated by and pursuant to the ABL DIP Credit Agreement, or the 
aggregate amount of such obligation as in effect from time to time, as the context may require. 

“ABL DIP Credit Documents” means, collectively, (i) the ABL DIP Credit Agreement 
and (ii) each other Loan Document (as defined in the ABL DIP Credit Agreement). 
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“ABL DIP Credit Lender” means all lenders party to the ABL DIP Credit Agreement 
having Revolving Commitments, or holding outstanding ABL DIP Credit Loans, under the ABL 
DIP Credit Agreement 

“ABL DIP Credit Loans” means the ABL DIP Credit Loans made by the lenders under 
the ABL DIP Credit Agreement to the Borrowers pursuant to the ABL DIP Credit Agreement. 

“ABL DIP Credit Obligations” means the ABL DIP Credit Loans, all LC Obligations and 
all other “Obligations” under and as defined in ABL DIP Credit Agreement. 

“ABL DIP Credit Priority Collateral” means “ABL Priority Collateral” under and as 
defined in the Intercreditor Agreement. 

“Accelerated Learning Business” means the Accelerated Learning Business Segments, 
collectively and taken as a whole. 

“Accelerated Learning Business Segments” means the collective reference to, and 
individually any one of, (i) the Delta Business, (ii) the Reading Business, (iii) the Health 
Business and (iv) the Planner Business. 

“Acceptable Cash Management System” has the meaning set forth in Section 5.12. 

“Account Debtor” means any Person who is obligated on an Account, chattel paper, or a 
general intangible. 

“Accounts” means all “accounts,” as such term is defined in the UCC, now owned or 
hereafter acquired by any Obligor, including (a) all accounts receivable, other receivables, 
rentals, book debts and other forms of obligations (other than, except in the case of rentals, forms 
of obligations evidenced by chattel paper or instruments), (including any such obligations that 
may be characterized as an account or contract right under the UCC), (b) all of each Obligor’s 
rights in, to and under all purchase orders or receipts for goods or services, (c) all of each 
Obligor’s rights to any goods represented by any of the foregoing (including unpaid sellers’ 
rights of rescission, replevin, reclamation and stoppage in transit and rights to returned, 
reclaimed or repossessed goods), (d) all rights to payment due to any Obligor for property 
Disposed of, arising out of the use of a credit card or charge card, or for services rendered or to 
be rendered by such Obligor or in connection with any other transaction (whether or not yet 
earned by performance on the part of such Obligor), and (e) all collateral security of any kind, 
now or hereafter in existence, given by any Account Debtor or other Person with respect to any 
of the foregoing. 

“Additional Funding Dates” means not more than two dates after the Initial Borrowing 
and during the Availability Period on which the Borrowers may borrow Loans under this 
Agreement in accordance with clause (ii) of Section 2.1. 

“Additional Mortgaged Property” has the meaning set forth in Section 5.11. 
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“Adequate Protection Obligations” shall mean “Adequate Protection Liens” as defined in 
the Interim Order or the Final Order, as applicable, 507(b) Claims (as defined in the Interim 
Order or the Final Order, as applicable) and Adequate Protection Payments. 

“Adequate Protection Payments” has the meaning set forth in the Interim Order or the 
Final Order, as applicable. 

“Administrative Agency Fee” has the meaning set forth in Section 2.10(h). 

“Administrative Agent” has the meaning set forth in the Preamble to this Agreement. 

“Administrative Borrower” has the meaning set forth in the Preamble to this Agreement. 

“Adjustment Date” has the meaning set forth in Section 8.12. 

“Affiliate” means, with respect to any Person, (a) each Person that, directly or indirectly, 
owns or controls, whether beneficially, or as a trustee, guardian or other fiduciary, twenty 
percent (20%) or more of a Person, (b) each Person that Controls, is Controlled by or is under 
common Control with such Person, (c) each of such Person’s, officers, directors, joint venturers 
and partners and (d) the family members, spouses and lineal descendants of any of the foregoing.  
“Control” (and variations thereof, such as “Controlled”) of or with respect to a Person shall mean 
the possession, directly or indirectly, of the power to direct or cause the direction of its 
management or policies, whether through the ownership of voting securities, by contract or 
otherwise; provided, however, that the term “Affiliate” shall in no event include the Agent or a 
Lender. 

“Agent” has the meaning set forth in the Preamble to this Agreement. 

“Agent Expenses” means (a) all reasonable costs and expenses (including taxes, and 
insurance premiums) required to be paid by an Obligor under any of the Loan Documents that 
are paid, advanced, or incurred by the Agent (for the sake of clarity, including both the 
Administrative Agent and the Collateral Agent, individually or collectively) or its Affiliates, (b) 
all reasonable fees or charges paid or incurred by the Agent or its Affiliates in connection with 
the Secured Parties’ transactions with any Obligors, including reasonable fees or charges for 
photocopying, notarization, couriers and messengers, telecommunication, public record searches 
(including tax lien, litigation, and UCC searches and including searches with the applicable 
jurisdictions’ patent and trademark office and/or copyright office), filing, recording, publication, 
Appraisals, real estate surveys (including each Survey), real estate title policies and 
endorsements (including each Mortgage Policy), and environmental audits, and all other 
reasonable fees and charges associated with any the Mortgages and related matters, (c) all 
reasonable out-of-pocket costs and expenses incurred by the Agent in the disbursement of funds 
to any Obligor or Secured Parties (by wire transfer or otherwise), (d) all reasonable out-of-pocket 
charges paid or incurred by the Agent resulting from the dishonor of checks payable by or to any 
Obligor, (e) all out-of-pocket costs and expenses paid or incurred by the Agent (including 
attorney fees) to correct any default or enforce any provision of the Loan Documents, or after the 
occurrence of an Event of Default, in gaining possession of, maintaining, handling, preserving, 
storing, shipping, selling, preparing for sale, or advertising to sell the Collateral, or any portion 
thereof, irrespective of whether a sale is consummated, (f) all reasonable out-of-pocket fees and 
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expenses (including travel, meals, and lodging) of the Agent, its Affiliates and/or its 
representatives, consultants, advisors or agents related to any inspections, examinations or audits 
of Obligors or the Collateral, (g) all out-of-pocket costs and expenses of third party claims or any 
other suit paid or incurred by the Agent (including attorney fees) in enforcing or defending the 
Loan Documents or in connection with the transactions contemplated by the Loan Documents or 
the Secured Parties’ relationship with any Obligor, (h) the Agent’s or its Affiliates’ reasonable 
costs and expenses (including reasonable attorneys’ and consultants’ fees) incurred in advising, 
structuring, drafting, negotiating, reviewing, executing, interpreting, administering (including 
travel, meals, and lodging and reasonable fees, costs and expenses incurred in connection with 
Intralinks® or any other Platform), or syndicating, or modifying any term of or terminating any 
of, the Loan Documents, any commitment or proposal letter therefor, any other document 
prepared in connection therewith or the consummation and administration of any transaction 
contemplated therein (including, without limitation, any fees, costs or expenses paid or incurred 
by the Agent (or its Affiliates) with respect to any third party service providers (including 
reasonable attorneys, accountants, consultants, and other advisors fees and expenses)), and (i) the 
Agent’s costs and expenses (including reasonable attorneys, accountants, consultants, and other 
advisors fees and expenses) incurred in amending, terminating, enforcing (including reasonable 
attorneys’, accountants’, consultants’, and other agents’ and advisors’ fees and expenses incurred 
in connection with a “workout,” a “restructuring,” or an insolvency proceeding concerning any 
Obligor, or in exercising rights or remedies under the Loan Documents), or defending the Loan 
Documents, irrespective of whether suit is brought, or in taking any remedial action concerning 
the Collateral, or in commencing, defending, conducting, intervening in, or taking any other 
action with respect to, any proceeding (including any bankruptcy or insolvency proceeding) 
related to any Group Member, Loan Document, Obligation or Related Transaction (or the 
response to and preparation for any subpoena or request for document production relating 
thereto). 

“Agent Fee Letter” means that certain fee letter, dated as of the date hereof, between the 
Administrative Borrower and the Administrative Agent. 

“Agent Firm” has the meaning set forth in Section 8.15. 

“Agent’s Liens” means the Liens granted by Obligors to the Collateral Agent under the 
Loan Documents. 

“Agreement” means this Senior Secured Super Priority Debtor-in-Possession Credit 
Agreement, as it may be modified, supplemented, amended or restated from time to time. 

“Anti-Terrorism Law” means any statute, treaty, law (including common law), ordinance, 
regulation, rule, order, opinion, release, injunction, writ, decree or award of any Governmental 
Authority relating to terrorism or money laundering, including Executive Order No. 13224, the 
USA Patriot Act, the International Economic Emergency Powers Act, the Trading with the 
Enemy Act, or any other statute, executive order or other authority administered by the Office of 
Foreign Assets Control in the United States Department of the Treasury. 

“Applicable Law” means (a) any domestic or foreign statute, law (including common and 
civil law), treaty, code, ordinance, rule, regulation, restriction or by-law (zoning or otherwise); 
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(b) any judgment, order, writ, injunction, decision, ruling, decree or award; (c) any regulatory 
policy, practice, guideline or directive; or (d) any franchise, license, qualification, authorization, 
consent, exemption, waiver, right, permit or other approval of any Governmental Authority, 
binding on or affecting the Person referred to in the context in which the term is used or binding 
on or affecting the property of such Person, in each case whether or not having the force of law. 

“Applicable Margin” means, in respect of any date, 10.0% per annum. 

“Applicant” has the meaning set forth in Section 8.12. 

“Application Event” means the occurrence of any Event of Default and the exercise 
thereupon by the Administrative Agent of any of the remedies described in Section 7.2. 

“Appraisal” means any appraisal acceptable to the Administrative Agent of Collateral, 
delivered to the Administrative Agent in connection herewith. 

“Approved Budget” means the initial budget (a copy of which is attached as Exhibit H), 
approved by the Borrowers and the Lenders prior to the Closing Date, projecting operations for 
the ensuing six-month period and including, without limitation, (i) a thirteen-week cash flow 
forecast, (ii) a six-month consolidated balance sheet, income statement and statement of cash 
flows, and (iii) income statements by Business Segment; such thirteen-week cash flow forecast 
to be updated (in substantially the same format as the prior thirteen-week cash flow forecast) 
monthly by Borrowers in accordance with Section 5.1(y), submitted to Administrative Agent 
and, upon acceptance by the Administrative Agent (as directed by the Required Lenders in their 
sole discretion), the prior Approved Budget, as modified by the updated thirteen-week cash flow 
forecast shall constitute the then Approved Budget. 

“Approved Fund” means any Fund that is administered or managed by (a) a Lender, (b) 
an Affiliate of a Lender or (c) an entity or an Affiliate of an entity that administers or manages a 
Lender. 

“Assignee” means an Applicant to whom all or a portion of the rights of a Lender have 
been assigned pursuant to and in accordance with Section 8.12. 

“Assignment” means the assignment of all or a portion of the rights of a Lender to an 
Assignee pursuant to and in accordance with Section 8.12. 

“Assignment Certificate” has the meaning set forth in Section 8.12. 

“Auction” has the meaning set forth on Schedule 5.18. 

“Availability Period” means the period from and including the date of entry of the Final 
Order up to but excluding the Termination Date. 

“Available Net Assets” has the meaning set forth in Section 9.4. 

“Avoidance Actions” has the meaning set forth in the Interim Order or the Final Order, as 
applicable. 
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“Bank Product” means any one or more of the following financial products or 
accommodations extended to School Specialty or its Subsidiaries:  (a) credit cards (including 
commercial credit cards (including so-called “procurement cards” or “P-cards”)), (b) credit card 
processing services, (c) debit cards, (d) stored value cards, (e) cash management services, or (f) 
transactions with respect to Rate Hedging Obligations, Commodity Hedging Obligations, FX and 
Currency Option Obligations. 

“Bank Product Agreements” means those agreements entered into from time to time by 
School Specialty or its Subsidiaries in connection with the obtaining of any Bank Products. 

“Bankruptcy Code” means the Federal Bankruptcy Reform Act of 1978 (11 U.S.C. 
Section 101, et seq.) as now and hereafter in effect, or any applicable successor statute. 

“Bankruptcy Court” means the United States Bankruptcy Court in the District of 
Delaware. 

“Base LIBOR Rate” has the meaning set forth in the definition of “LIBOR Rate”. 

“Bayside” has the meaning set forth in Section 2.8(a). 

“Bayside DIP Credit Agreement” has the meaning set forth in Section 2.8(a). 

“Bayside DIP Obligations” has the meaning set forth in Section 2.8(a). 

“Blocked Person” has the meaning set forth in Section 4.23(b). 

“Borrowers” has the meaning set forth in the Preamble to this Agreement. 

“Borrowing Base Certificate” means a borrowing base certificate of the Administrative 
Borrower required pursuant to the ABL DIP Credit Agreement, certified on behalf of the 
Administrative Borrower by its chief financial officer or chief executive officer. 

“Business Day” means any day other than a Saturday or Sunday on which national banks 
are required to be open for business in New York, and, in addition, if such day relates to the 
fixing of a LIBOR Rate, a day on which dealings in U.S. dollar deposits are carried on in the 
London interbank eurodollar market. 

“Business Segment Financial Statements” means the consolidated and consolidating 
monthly, quarterly and annual financial statements, including, in the case of clauses (w), (x) and 
(y) below, balance sheets, income statements, and statements of capital expenditures, retained 
earnings and shareholders’ equity, and Product Development Expense, and (in the case of clause 
(z) below) statements of revenue, gross margin, capital expenditures, and Product Development 
Expense, in any event in no less a level of detail than the financial statements provided to the 
Agent prior to the Closing Date, reflecting the performance of (w) the Accelerated Learning 
Business (accompanied by reconciling information in detail reasonably satisfactory to the Agent 
(at the direction of the Required Lenders) for any Reconcilable Inclusions with respect to the 
Accelerated Learning Business), (x) the Educational Resources Business, (y) each Business 
Segment on a standalone basis (accompanied, in the case of the Planner Business, by reconciling 
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information in detail reasonably satisfactory to the Agent (at the direction of the Required 
Lenders) for any Reconcilable Inclusions with respect to the Planner Business), and (z) each 
Delta Business Sub-Segment on a standalone basis. 

“Business Segments” means, collectively, each Accelerated Learning Business Segment 
and each Educational Resources Business Segment. 

“Canadian Employee Benefits Plan” means any employee benefit, pension, retirement or 
other equivalent or analogous plan or program established, maintained or contributed to by a 
Group Member in each case covering employees or former employees in Canada. 

“Capital Adequacy Rule” has the meaning set forth in Section 2.12(b)(ii). 

“Capital Adequacy Rule Change” has the meaning set forth in Section 2.12(b)(iii). 

“Capital Expenditures” means, for any period, the aggregate of all expenditures by the 
Borrowers and the other Obligors during such period that are capital expenditures as determined 
on a consolidated basis in accordance with GAAP, whether such expenditures are paid in cash or 
financed. 

“Capitalized Lease Liabilities” of any Person means all monetary obligations of such 
Person under any leasing or similar arrangement that, in accordance with GAAP, would be 
classified as a capitalized lease, and, for purposes of this Agreement, the amount of such 
obligations shall be the capitalized amount thereof, determined in accordance with GAAP. 

“Carson-Dellosa Drag-Along Sale” means a Disposition of the entirety of the Obligors’ 
Equity Interests in Carson-Dellosa Publishing, LLC pursuant to the exercise by the CJE 
Members (as defined in the Operating Agreement of Carson-Dellosa Publishing, LLC) of their 
drag-along rights (under and pursuant to Section 11.6 of the Operating Agreement of Carson-
Dellosa Publishing, LLC) so as to require the Obligors to Dispose of such Equity Interests in 
accordance with the terms of Section 11.6 of the Operating Agreement of Carson-Dellosa 
Publishing, LLC. 

“Carve-Out” has the meaning set forth in the Interim Order or the Final Order, as 
applicable. 

“Cash Dominion Event” means the occurrence of any of the events of circumstances 
described in clauses (i) through (iv) of the definition of “Triggering Event” in the Intercreditor 
Agreement (as in effect on the date hereof). 

“Cash Equivalents” means (a) marketable direct obligations issued by, or unconditionally 
guaranteed by, the United States or issued by any agency thereof and backed by the full faith and 
credit of the United States, in each case maturing within one hundred and eighty (180) days from 
the date of acquisition thereof, (b) marketable direct obligations issued or fully guaranteed by 
any state of the United States, or any political subdivision of any such state or any public 
instrumentality thereof maturing within one hundred and eighty (180) days from the date of 
acquisition thereof and, at the time of acquisition, having one of the two highest ratings 
obtainable from either Standard & Poor’s Rating Group or Moody’s Investors Service, Inc., (c) 
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certificates of deposit, time deposits, overnight bank deposits or bankers’ acceptances maturing 
within one hundred and eighty (180) days from the date of acquisition thereof issued by any bank 
organized under the laws of the United States or any state thereof or the District of Columbia or 
any United States branch of a foreign bank having at the date of acquisition thereof combined 
capital and surplus of not less than $250,000,000, (d) deposit accounts maintained with (i) any 
bank that satisfies the criteria described in clause (c) above, or (ii) any other bank organized 
under the laws of the United States or any state thereof so long as the full amount maintained 
with any such other bank is insured by the Federal Deposit Insurance Corporation, and (e) 
repurchase obligations of any commercial bank satisfying the requirements of clause (c) of this 
definition or recognized securities dealer having combined capital and surplus of not less than 
$250,000,000, having a term of not more than seven (7) days, with respect to securities satisfying 
the criteria in clauses (a) or (c) above. 

“Cash Management Account” means all of the depository and operating accounts of the 
Borrowers, including those specified on Schedule 4.15, as it may be hereafter supplemented and 
amended, all of which accounts shall be subject to a Control Agreement in favor of the Collateral 
Agent. 

“CERCLA” means the United States Comprehensive Environmental Response, 
Compensation, and Liability Act (42 U.S.C. §§ 9601 et seq.). 

“CFC” means a controlled foreign corporation (as that term is defined in Section 957 of 
the IR Code). 

“Change of Control” means (a) an event or series of events by which: 

(i) any “person” or “group” (as such terms are used in Section 13(d) and 14 
(d) of the Securities Exchange Act of 1934, but excluding any employee benefit plan of 
such person or its subsidiaries, and any person or entity acting in its capacity as trustee, 
agent or other fiduciary or administrator of any such plan) becomes the “beneficial 
owner” (as defined in Rules 13-d and 13d-5 under the Securities Exchange Act of 1934, 
except that a person or group shall be deemed to have “beneficial ownership” of all 
Equity Interests that such person or group has the right to acquire (such right, an “option 
right”), whether such right is exercisable immediately or only after the passage of time), 
directly or indirectly, of thirty-five percent (35%) of the Equity Interests of the 
Administrative Borrower entitled to vote for members of the board of directors or 
equivalent governing body of the Administrative Borrower on a fully diluted basis (and 
taking into account all such securities that such person or group has the right acquire 
pursuant to any option right); or 

(ii) during any period of twelve (12) consecutive months, a majority of the 
members of the board of directors or other equivalent governing body of the 
Administrative Borrower cease to be composed of individuals (i) who were members of 
that board or equivalent governing body on the first day of such period or whose election 
or nomination to that board or equivalent governing body was approved by individuals 
referred to in this clause (i) constituting at the time of such election or nomination at least 
a majority of that board or equivalent governing body or (ii) whose election or 
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nomination to that board or other equivalent governing body was approved by individuals 
referred to in clause (i) above constituting at the time of such election or nomination at 
least a majority vote of the board or equivalent governing body (excluding, in the case of 
any member of the board of directors other than any member in office on the Closing 
Date, any individual whose initial nomination for, or assumption of office as, a member 
of that board or equivalent governing body occurs as a result of an actual or threatened 
solicitation of proxies or consents for the election or removal of one or more directors by 
any person or group other than a solicitation for the election of one or more directors by 
or on behalf of the board of directors); and 

(b) any “Change in Control” or “Fundamental Change” or analogous event to similar 
effect (as such term, or any analogous term to similar effect or use, is defined in the ABL DIP 
Credit Documents or in any agreement governing any Debt that is subordinated or junior to the 
Obligations or any similar term or event thereunder) shall occur. 

“Chapter 11 Cases” means the Chapter 11 Cases of Borrowers which are being jointly 
administered under the Bankruptcy Code and are pending in the Bankruptcy Court. 

“Closing Date” means the date following the entry of the Interim Order by the 
Bankruptcy Court on which all of the conditions precedent to the closing of the transactions 
contemplated hereby are satisfied or waived in accordance with Section 3.1 and Section 3.2 and 
this Agreement shall have become effective pursuant to the provisions of Section 10.9. 

“Collateral” means all assets and interests in assets and proceeds and products thereof 
now owned or hereafter acquired by any Obligor including, without limitation, all capital stock 
and other ownership interests (except, in the case of voting Equity Interests in a CFC, only 65% 
of such voting Equity Interests of such CFC would be required to be pledged if the pledge of a 
greater percentage would result in material adverse tax consequences), all promissory notes and 
the proceeds and products of each of the foregoing and, and, upon the entry of the Final Order, 
proceeds of all Avoidance Actions. 

 “Collateral Agent” has the meaning set forth in the Preamble to this Agreement. 

“Collateral Access Agreement” means a waiver, subordination or acknowledgement 
agreement from (a) any lessor of any real property where any Obligor’s books and records 
relating to the Collateral are located, or (b) any other Person in possession of, having a Lien 
upon, or having rights or interests in, any Obligor’s property or assets (including, without 
limitation, books and records, equipment, and Inventory), in each case, in form and substance 
reasonably satisfactory to the Administrative Agent (at the direction of the Required Lenders). 

“Commitments” means, with respect to each Lender, the amount of the Commitment set 
forth opposite such Lender’s name on Schedule 1.1.1 hereof, or below such Lender’s signature 
on an Assignment Certificate executed by such Lender, or as the context may require, the 
obligation of such Lender to make Loans, as contemplated by this Agreement. 

“Commitment Amount” means, as at any time of determination, the aggregate amount of 
the Commitments of all Lenders at such time, which amount as of the Closing Date is 
$155,000,000. 
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“Committees” means, collectively, the official committee of unsecured creditors and any 
other committee formed, appointed or approved in any Chapter 11 Case. 

“Commodity Hedging Obligations” means any and all obligations of the Group Members 
under (a) any and all agreements, devices or arrangements designed to protect any Group 
Member from the fluctuations of commodity prices, commodity price cap or collar protection 
agreements, and commodity forward and future contracts, swaps, options, puts and warrants, and 
(b) any and all cancellations, buy backs, reversals, terminations or assignments of any of the 
foregoing. 

“Communications” has the meaning set forth in Section 10.3(b). 

“Compliance Certificate” means a certificate in the form of Exhibit A, duly completed 
and signed by the chief executive officer or the chief financial officer of the Administrative 
Borrower. 

“Consigned Goods” has the meaning set forth in Section 5.13. 

“Constituent Documents” means, with respect to any Person, collectively and, in each 
case, together with any modification of any term thereof, (a) the articles of incorporation, 
certificate of incorporation, constitution or certificate of formation of such Person, (b) the 
bylaws, operating agreement or joint venture agreement of such Person, (c) any other 
constitutive, organizational or governing document of such Person, whether or not equivalent, 
and (d) any other document setting forth the manner of election or duties of the directors, officers 
or managing members or comparable managers of such Person or the designation, amount or 
relative rights, limitations and preferences of any Equity Interests of such Person. 

“Contingent Obligation” means any obligation of a Person arising from a guaranty, 
indemnity or other assurance of payment or performance of any Debt, lease, dividend or other 
obligation (“primary obligations”) of another obligor (“primary obligor”) (excluding the 
guarantee of operating leases) in any manner, whether directly or indirectly, including any 
obligation of such Person under any (a) guaranty, endorsement, co-making or sale with recourse 
of an obligation of a primary obligor; (b) obligations of such Person to pay a specified purchase 
price for goods or services, whether or not delivered or accepted (i.e., take-or-pay and similar 
obligations) or regardless of any other nonperformance by any other party to an agreement 
(except trade accounts payable arising in the ordinary course of business that are not past due by 
more than sixty (60) days from the due date); and (c) arrangement (i) to purchase any primary 
obligation or security therefor, (ii) to supply funds for the purchase or payment of any primary 
obligation, (iii) to maintain or assure working capital, equity capital, net worth solvency or any 
other financial condition of the primary obligor, (iv) to advance funds to, or purchase property or 
services from, any other Person in order to maintain any financial condition of such Person, or 
(v) otherwise for the purpose of assuring the ability of the primary obligor to perform a primary 
obligation or to assure or hold harmless the holder of any primary obligation against loss in 
respect thereof; provided that reimbursement obligations with respect to Permitted Surety Bonds 
that have not been drawn shall not constitute Contingent Obligations.  The amount of any 
Contingent Obligation shall be deemed to be the stated or determinable amount of the primary 
obligation (or, if less, the maximum amount for which such Person may be liable under the 
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instrument evidencing the Contingent Obligation) or, if not stated or determinable, the maximum 
reasonably anticipated liability with respect thereto. 

“Control” has the meaning set forth in the definition of “Affiliate”. 

“Control Agreement” means a control agreement, in form and substance satisfactory to 
the Administrative Agent (at the direction of the Required Lenders), executed and delivered by 
the applicable Obligor, the Collateral Agent, and the applicable securities intermediary (with 
respect to a securities account) or bank (with respect to a deposit account, including a Cash 
Management Account). 

“Control Person” has the meaning set forth in Section 4.19. 

“Controlled Group” means the Administrative Borrower, each of its Subsidiaries and 
each other Person which is a member of a “controlled group of corporations” under “common 
control,” an “affiliated service group” or required to be aggregated with the Administrative 
Borrower under Section 414(b), (c), (m) or (o) of the IR Code or Section 4001(a)(14) of ERISA. 

“Copyright Security Agreement” means a Copyright Security Agreement executed and 
delivered by an Obligor in favor of the Agent in substantially the form attached to the Security 
Agreement. 

“Debt” of any Person means, without duplication: 

A. all indebtedness and other obligations of such Person for borrowed money 
(including the Loans) whether senior or subordinated; 

B. all obligations of such Person evidenced by bonds, debentures, notes, 
reimbursement agreements, recourse agreements or other similar instruments; 

C. all obligations of such Person to pay the deferred purchase price of 
property or services (including, without limitation, accounts payable), except trade 
accounts payable arising in the ordinary course of business that are not past due by more 
than sixty (60) days from the due date; 

D. all Capitalized Lease Liabilities and Synthetic Lease Liabilities and 
Sale/Leaseback Liabilities of such Person; 

E. all obligations or other liabilities of others secured by a Lien on any asset 
of such Person, whether or not such obligations or other liabilities are assumed by such 
Person; 

F. all Debt of others guaranteed (or intended to be guaranteed) by such other 
Person (whether directly or indirectly guaranteed, endorsed, co-made, discounted or sold 
with recourse); 
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G. any exposure under Hedge Agreements (which amount shall be calculated 
based on the amount that would be payable by such Person if the applicable Hedge 
Agreement were terminated on the date of determination); 

H. reimbursement and other obligations with respect to letters of credit and 
other documentary credits, bankers acceptances and/or other financial products whether 
drawn or undrawn, contingent or otherwise (other than reimbursement obligations with 
respect to Permitted Surety Bonds that have not been drawn); 

I. indebtedness and other obligations attributable to factoring, securitization 
or analogous transactions; 

J. all contingent or unfunded liabilities under any ERISA Plan, Pension Plan 
or other employee benefit plan or pension; 

K. Disqualified Equity Interests of such Person; and 

L. all Contingent Obligations of such Person not otherwise described above. 

For purposes of this definition, (i) the amount of any Debt represented by a guaranty or other 
similar instrument shall be the lesser of the principal amount of the obligations guaranteed and 
still outstanding and the maximum amount for which the guaranteeing Person may be liable 
pursuant to the terms of the instrument embodying such Debt, and (ii) the amount of any Debt 
which is limited or is non-recourse to a Person or for which recourse is limited to an identified 
asset shall be valued at the lesser of (A) if applicable, the limited amount of such obligations, and 
(B) if applicable, the fair market value of such assets securing such obligation. 

“Default” means an event that, with giving of notice or passage of time or both, would 
constitute an Event of Default. 

“Default Rate” has the meaning set forth in Section 2.3. 

“Defaulting Lender” has the meaning set forth in Section 2.19. 

“Delta Business” means the Delta Business Sub-Segments collectively and taken as a 
whole. 

“Delta Business Sub-Segments” means the collective reference to, and individually any 
one of, (i) Delta/FOSS, (ii) Frey Scientific, and (iii) Other Science Products. 

“Delta/FOSS” means the Delta and Refurbishment marketing units that are a sub-
segment of the Delta Business that offers an inquiry-based elementary and middle school science 
curriculum, including instructional and classroom resources and hands-on investigation 
materials, the Delta Science Module program, the FOSS (Full Option Science System) program 
and kit refill materials. 

“Disclosure Statement Motion” has the meaning set forth in Schedule 5.18. 
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“Disposition” means any sale, transfer, lease, licensing, assignment, rental or other 
disposition of any asset, interest or property.  “Dispose” has a correlative meaning. 

“Disqualified Equity Interests” means any Equity Interest that, by its terms (or by the 
terms of any security or other Equity Interests into which it is convertible or for which it is 
exchangeable), or upon the happening of any event or condition (a) matures or is mandatorily 
redeemable (other than solely for Qualified Equity Interests), pursuant to a sinking fund 
obligation or otherwise (except as a result of a change of control or asset sale so long as any 
rights of the holders thereof upon the occurrence of a change of control or asset sale event shall 
be subject to the prior repayment in full of the Loans and all other Obligations that are accrued 
and payable and the termination of the Commitments), (b) is redeemable at the option of the 
holder thereof (other than solely for Qualified Equity Interests), in whole or in part, (c) provides 
for the scheduled payments of dividends in cash, or (d) is or becomes convertible into or 
exchangeable for Debt or any other Equity Interests that would constitute Disqualified Equity 
Interests, in each case, prior to the date that is one hundred and eighty (180) days after the 
Maturity Date. 

“DIP Liens” has the meaning ascribed to it in the Interim Order or the Final Order, as 
applicable. 

“DIP Order” means the Interim Order or the Final Order, as applicable under the 
circumstances. 

“Dollars” or “$” means United States dollars. 

“Educational Resources Administrator” means the category within the Educational 
Resources Segment that offers basic classroom supplies, office products, janitorial and sanitation 
supplies, school equipment, technology products and paper. 

“Educational Resources Business” means the Educational Resources Business Segments, 
collectively and taken as a whole. 

“Educational Resources Business Segments” means the collective reference to, and 
individually any one of, (i) Educational Resources Educator, (ii) Educational Resources 
Administrator, and (iii) Educational Resources Furniture. 

“Educational Resources Educator” means the category within the Educational Resources 
Segment that offers supplemental learning materials, teaching resources, upper-grade-level art 
supplies, early childhood products, physical education equipment and special needs equipment 
and classroom technology. 

“Educational Resources Furniture” means the category within the Educational Resources 
Segment that offers classroom furniture, library furniture, cafeteria furniture, office furniture, 
fixed furniture such as bleachers and lockers, as well as construction and project management 
services. 

“Eligible Assignee” means any Person to whom it is permitted to assign Loans and, if 
applicable, Commitments pursuant to Section 8.12. 



 

16 
 

“Environmental Laws” means all Requirements of Law and Permits imposing liability or 
standards of conduct for or relating to the regulation of Hazardous Substances and/or the 
protection of human health, safety, the environment and natural resources, including CERCLA, 
the SWDA, the Hazardous Materials Transportation Act (49 U.S.C. §§ 5101 et seq.), the Federal 
Insecticide, Fungicide, and Rodenticide Act (7 U.S.C. §§ 136 et seq.), the Toxic Substances 
Control Act (15 U.S.C. §§ 2601 et seq.), the Clean Air Act (42 U.S.C. §§ 7401 et seq.), the 
Federal Water Pollution Control Act (33 U.S.C. §§ 1251 et seq.), the Occupational Safety and 
Health Act (29 U.S.C. §§ 651 et seq.), the Safe Drinking Water Act (42 U.S.C. §§ 300(f) et seq.), 
the California Safe Drinking Water and Toxic Enforcement Act of 1986, California Health & 
Safety Code §§ 25249.5 et seq. (commonly known as “Proposition 65”), all regulations 
promulgated under any of the foregoing, all analogous Requirements of Law and Permits and 
any environmental transfer of ownership notification or approval statutes, including the 
Industrial Site Recovery Act (N.J. Stat. Ann. §§ 13:1K-6 et seq.). 

“Environmental Liabilities” means all Liabilities (including costs of Remedial Actions, 
natural resource damages and costs and expenses of investigation and feasibility studies) that 
may be imposed on, incurred by or asserted against any Group Member as a result of, or related 
to, any claim, suit, action, investigation, proceeding or written demand by any Person, whether 
based in contract, tort, implied or express warranty, strict liability, criminal or civil statute or 
common law or otherwise, arising under any Environmental Law or in connection with any 
environmental condition or with any Release and resulting from the ownership, lease, sublease or 
other operation or occupation of property by any Group Member, whether on, prior or after the 
date hereof. 

“Equity Interests” means shares of capital stock, partnership interests, membership 
interests in a limited liability company, beneficial interests in a trust or other equity ownership 
interests in a Person, and any warrants, options or other rights entitling the holder thereof to 
purchase or acquire any such equity interest, but does not include the 2011 Convertible 
Subordinated Debentures. 

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended, 
and any rule or regulation thereunder. 

“ERISA Event” means (a) the existence of a condition or event with respect to an ERISA 
Plan that presents a risk either of the imposition of an excise tax or any other liability on any 
Group Member or of the imposition of a Lien on any portion of the assets of any Group Member 
or Controlled Group member; (b) the engagement by a Controlled Group member in a non-
exempt “prohibited transaction” (as defined under Section 406 of ERISA or Section 4975 of the 
IR Code) or a breach of a fiduciary duty under ERISA that could reasonably be expected to 
result in liability to any Group Member; (c) the application by a Controlled Group member for a 
waiver from the minimum funding requirements of Section 412 of the IR Code or Section 302 of 
ERISA or a Controlled Group member is required to provide security under Section 401(a)(29) 
of the IR Code or Section 307 of ERISA or the failure to meet the minimum funding standards of 
Section 412 of the IR Code or Section 302 of ERISA with respect to any ERISA Plan, or the 
failure to make a required installment under Section 430(j) of the IR Code to any ERISA Plan or 
any required contribution to any Multiemployer Plan; (d) the occurrence of a Reportable Event 
with respect to any Pension Plan; (e) the withdrawal by a Controlled Group member from a 
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Multiemployer Plan in, or the incurrence of any potential liability by a Controlled Group 
member in connection with, a “complete withdrawal” or a “partial withdrawal” (as such terms 
are defined in Sections 4203 and 4205 of ERISA, respectively); (f) the involvement of, or 
occurrence or existence of any event or condition that results in the involvement of, a 
Multiemployer Plan in any reorganization or insolvency under Section 4241 or Section 4245 of 
ERISA, or that it intends to terminate or has terminated under Section 4041A or Section 4042 of 
ERISA; (g) the failure, as determined in writing by the Internal Revenue Service or Treasury 
Department, of an ERISA Plan (and any related trust) that is intended to be qualified under 
Sections 401 and 501 of the IR Code to be so qualified or the failure, as determined in writing by 
the Internal Revenue Service or Treasury Department, of any “cash or deferred arrangement” 
under any such ERISA Plan to meet the requirements of Section 401(k) of the IR Code; (h) the 
taking by the PBGC of any steps to terminate a Pension Plan (other than steps associated with a 
standard termination under Title IV of ERISA) or to appoint a trustee to administer a Pension 
Plan, or the taking by a Controlled Group member of any steps to terminate a Pension Plan; (i) 
the failure by a Controlled Group member or an ERISA Plan to satisfy any requirement of law 
applicable to an ERISA Plan if such failure could reasonably be expected to result in material 
liability to any Group Member; (j) the commencement, existence or threatening of a claim, 
action, suit, audit or investigation with respect to an ERISA Plan, other than a routine claim for 
benefits; or (k) any incurrence by a Controlled Group member of any liability for post-retirement 
benefits under any Welfare Plan, other than as required by Applicable Law, including Section 
601 of ERISA, et. seq. or Section 4980B of the IR Code. 

“ERISA Plan” means an “employee benefit plan” (within the meaning of Section 3(3) of 
ERISA) that is, or within the six years preceding any date of determination has been, sponsored, 
maintained or contributed to, or for which there was an obligation to contribute to, by a 
Controlled Group member or with respect to which any Controlled Group may have any liability. 

“Escrow Account” means an interest bearing escrow account established pursuant to the 
Escrow Agreement and held at the Escrow Agent. 

“Escrow Agent” means a financial institution reasonably satisfactory to the 
Administrative Agent (at the direction of the Required Lenders). 

“Escrow Agreement” means an escrow agreement among the Escrow Agent, the 
Borrowers, Bayside and the Administrative Agent, in form and substance reasonably satisfactory 
to the Required Lenders. 

“Escrow Release Order” has the meaning set forth in Section 2.8(b). 

“Event of Default” has the meaning set forth in Section 7.1. 

“Excluded Taxes” means, with respect to the Administrative Agent and any Lender (the 
Administrative Agent and any Lender, for purposes of this definition, a “Recipient”), (a) income 
or franchise Taxes imposed on (or measured by) its net income (i) by any Governmental 
Authority or other authority, or by the jurisdiction under the laws of which such Recipient is 
organized or in which its principal office is located or, in the case of a Lender, in which its 
applicable lending office is located or (ii) as a result of a present or former connection between 
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such person and the jurisdiction imposing such Tax (other than connections solely arising from 
such person having executed, delivered, become a party to, performed its obligations under, 
received payments under, received or perfected security interest under, engaged in any other 
transaction pursuant to or enforced any Loan Document, or sold or assigned any interest in any 
Loan or Loan Document),  (b) any branch profits Taxes imposed (i) by any Governmental 
Authority or any similar Tax imposed by any other jurisdiction in which the Recipient is located 
or (ii) as a result of a present or former connection between such person and the jurisdiction 
imposing such Tax (other than connections solely arising from such person having executed, 
delivered, become a party to, performed its obligations under, received payments under, received 
or perfected a security interest under, engaged in any other transaction pursuant to or enforced 
any Loan Document, or sold assigned an interest in any Loan or Loan Document), (c) in the case 
of a Lender that is not a “United States person” as defined under Section 7701 of the IR Code,  
any United States federal withholding Tax that is imposed on amounts payable to such Lender at 
the time such Lender becomes a party to this Agreement (or designates a new lending office), 
except to the extent that, pursuant to Section 2.11, amounts with respect to such Taxes were 
payable either to such Lender’s assignor immediately before such Lender became a party hereto 
or to such Lender immediately before it changed its lending office, and (d) U.S. backup 
withholding Tax. 

 “Extended Funding Dates” means not more than two dates after the Initial Borrowing 
and during the Availability Period on which the Borrowers may borrow Loans under this 
Agreement in accordance with clauses (iii) and (iv) of Section 2.1. 

“Extended Funding Test Period” has the meaning set forth in Section 3.3(a). 

“Extraordinary Receipts” means any cash received after the Closing Date by any Group 
Member not in the ordinary course of business (and not consisting of proceeds from the 
Disposition of, or any casualty or condemnation with respect to, Inventory, equipment or Real 
Property) consisting of (a) proceeds of judgments, proceeds of settlements or other consideration 
of any kind in connection with any cause of action (other than amounts representing the 
reimbursement of out-of-pocket costs and expenses incurred after the Closing Date with respect 
to third-party claims and other than collections of Accounts in the ordinary course of business), 
(b) indemnity payments or purchase price adjustments (other than a working capital adjustment) 
received in connection with any purchase agreement (other than amounts representing the 
reimbursement of out-of-pocket costs and expenses incurred after the Closing Date with respect 
to third-party claims), or (c) tax refunds or rebates (other than commodity tax and research and 
development refunds and credits). 

“FATCA” means Sections 1471-1474 of the IR Code in effect as of the date hereof or 
any amended or successor version and any current or future Treasury regulations issued 
thereunder. 

“Federal Funds Rate” means at any time an interest rate per annum equal to the weighted 
average of the rates for overnight federal funds transactions with members of the Federal 
Reserve System arranged by federal funds brokers, as published for such day by the Federal 
Reserve Bank of New York, or, if such rate is not so published for any day which is a Business 
Day, the average of the quotations for such day for such transactions received by the Agent from 
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three federal funds brokers of recognized standing selected by it, it being understood that the 
Federal Funds Rate for any day which is not a Business Day shall be the Federal Funds Rate for 
the next preceding Business Day. 

“Fee Letters” means the Agent Fee Letter and the Lender Fee Letter. 

“Field Review” has the meaning set forth in Section 5.2(a). 

“Final Order” means, collectively, the order of the Bankruptcy Court entered in the 
Chapter 11 Cases after a final hearing under Bankruptcy Rule 4001(c)(2) or such other 
procedures as approved by the Bankruptcy Court which order shall be satisfactory in form and 
substance to the Required Lenders, in their sole discretion, and which order is in effect and not 
stayed, together with all extensions, modifications and amendments thereto, in form and 
substance satisfactory to Agent (at the direction of the Required Lenders in their sole discretion), 
which, among other matters but not by way of limitation, authorizes the Borrowers to obtain 
credit, incur (or guaranty) Debt, and grant Liens under this Agreement and the other Loan 
Documents, as the case may be, provides for the super-priority of Agent’s, Collateral Agent’s 
and Lenders’ claims and authorizes the use of cash collateral. 

“Frey Scientific” means the marketing unit that is a sub-segment of the Delta Business 
that offers a line of science supplies and equipment for k-12 classrooms and science labs, as well 
as lab design services and furniture. 

“Fund” means any Person (other than a natural person) that is (or will be) engaged in 
making, purchasing, holding or otherwise investing in commercial loans and similar extensions 
of credit in the ordinary course of its business. 

“Funding Obligor” has the meaning set forth in Section 9.4. 

“Funds Flow Memorandum” means, with respect to any Loan proposed to be borrowed 
under this Agreement on the Closing Date, a listing of Persons to whom the proceeds of the Loan 
are to be paid, the amounts to be paid to each such Person, and the account information and 
wiring instructions for each such Person; such listing to be agreed in writing between the 
Administrative Borrower and the Agent (at the direction of the Required Lenders) prior to the 
Closing Date. 

“FX and Currency Option Obligations” means any and all obligations of the Group 
Members, whether absolute or contingent and howsoever and whenever created, arising, 
evidenced or acquired (including all renewals, extensions and modifications thereof and 
substitutions therefor), under any and all agreements, devices or arrangements designed to 
protect any Group Member from variations in the comparative value of currencies, including 
foreign exchange purchase and future purchase transactions, currency options, currency swaps 
and cross currency rate swaps. 

“GAAP” means generally accepted accounting principles as in effect in the United States 
and applied on a basis consistent with the accounting practices applied in the financial statements 
of the Group Members referred to in Section 4.5. 
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“Governmental Authority” means the government of the United States or any other 
nation, or of any political subdivision thereof, whether provincial, state or local, and any agency, 
authority, instrumentality, regulatory body, court, commission, board, bureau, central bank or 
other entity exercising executive, legislative, judicial, taxing, regulatory or administrative powers 
or functions of or pertaining to government, including any supra-national bodies such as the 
European Union or the European Central Bank or other comparable authority or agency, and any 
arbitration tribunal to which any Obligor is subject. 

“Group Members” means the Obligors and each of their respective Subsidiaries. 

“Guarantor Obligations” has the meaning set forth in Section 9.3(a). 

“Guarantors” means, collectively, all of the Subsidiaries of the Administrative Borrower 
as of the date hereof that are not Borrowers, and each additional Subsidiary of the Administrative 
Borrower that executes and delivers a Guaranty Supplement in favor of the Agent and the 
Secured Parties either at the time of execution of this Agreement or at any time hereafter 
pursuant to Section 5.11, but excludes Premier School Agendas, Ltd. so long as it is a CFC. 

“Guaranty” means the guaranty by the Guarantors of the Obligations, as set forth in, and 
subject to the terms of, Article IX. 

“Guaranty Supplement” has the meaning set forth in Section 5.8. 

“Hazardous Substance” means any asbestos, urea-formaldehyde, polychlorinated 
biphenyls, nuclear fuel or material, chemical waste, radioactive material, explosives, known 
carcinogens, petroleum products and by-products and other dangerous, toxic or hazardous 
pollutants, contaminants, chemicals, materials or substances listed or identified in, or regulated 
by, any Environmental Laws. 

“Health Business” means a segment of the Accelerated Learning Business that offers 
physical education and health solutions under the SPARK brand. 

“Hedge Agreements” means the collective reference to Rate Hedging Obligations, 
Commodity Hedging Obligations, FX and Currency Option Obligations and all other financial 
contracts. 

“Indemnified Taxes” means Taxes other than Excluded Taxes. 

“Indemnitees” has the meaning set forth in Section 10.5. 

“Initial Borrowing” has the meaning set forth in Section 2.2(a). 

“Insolvency Proceeding” means any case or proceeding commenced by or against a 
Person under any state, federal or foreign law for, or any agreement of such Person to, (a) the 
entry of an order for relief under the Bankruptcy Code, the Bankruptcy and Insolvency Act 
(Canada), the Companies’ Creditors Arrangement Act (Canada), or any other insolvency, debtor 
relief or debt adjustment law, including the Canada Business Corporations Act (Canada) where 
such statute is used by a person to propose an arrangement; (b) the appointment of a receiver, 
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trustee, liquidator, administrator, conservator or other custodian for such Person or any part of its 
property; or (c) an assignment or trust mortgage for the benefit of creditors. 

“Intellectual Property” means all now existing or hereafter acquired Copyrights, Patents, 
Trademarks (as such terms are defined in the Security Agreement) and trade secrets, trade secret 
rights, know-how, customer lists, processes of production, ideas, confidential business 
information, techniques, processes, formulas, and all other proprietary information. 

 “Intellectual Property Security Agreement” means each Copyright Security Agreement, 
Patent Security Agreement, and Trademark Security Agreement. 

“Intercompany Debt” means Debt owing by a Group Member to one or more other Group 
Members. 

“Intercompany Subordination and Payment Agreement” means the Intercompany 
Subordination and Payment Agreement executed by each Obligor and each Non-Obligor in favor 
of the Agent and the Lenders, in the form of Exhibit F hereto, as the same may be amended, 
supplemented or restated from time to time. 

“Intercreditor Agreement” means the Intercreditor Agreement, dated as of February [__], 
2013, executed by Wells Fargo Capital Finance, LLC, in its capacity as administrative agent and 
co-collateral agent under the ABL DIP Credit Documents, and the Agent, as amended, restated, 
supplemented or otherwise modified from time to time, including any modifications of such 
agreement set forth in the Final Order. 

“Interest Period” means each period beginning on the first day, and ending on the last 
day, of each fiscal month, provided that the initial Interest Period shall commence on the Closing 
Date and end on March 31, 2013. 

“Interim Order” means, collectively, the order of the Bankruptcy Court entered in the 
Chapter 11 Cases after an interim hearing (assuming satisfaction of the standards prescribed in 
Section 364 of the Bankruptcy Code and Bankruptcy Rule 4001 and other applicable law), which 
order is in effect and not stayed, together with all extensions, modifications, and amendments 
thereto, in form and substance satisfactory to the Required Lenders, in their sole discretion, 
which, among other matters but not by way of limitation, authorizes, on an interim basis, 
Borrowers to execute and perform under the terms of this Agreement and the other Loan 
Documents. 

“Inventory” means any “inventory,” as such term is defined in the UCC, now owned or 
hereafter acquired by any Obligor, wherever located, including inventory, merchandise, goods 
and other personal property that are held by or on behalf of any Obligor for sale or lease (or that 
are being leased and located within a state of the United States) or are furnished or are to be 
furnished under a contract of service, or that constitute raw materials, work in process, finished 
goods, returned goods, supplies or materials of any kind, nature or description used or consumed 
or to be used or consumed in such Obligor’s business or in the processing, production, 
packaging, promotion, delivery or shipping of the same, including all supplies and embedded 
software. 
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“IR Code” means the Internal Revenue Code of 1986, as amended from time to time, and 
the regulations promulgated thereunder. 

“IRS” means the Internal Revenue Service of the United States. 

“LC Obligations” means, as at any time of determination, the sum of (a) the aggregate 
undrawn face amount of all issued and outstanding Letters of Credit at such time and (b) the 
aggregate amount of all LC Reimbursement Obligations then outstanding. 

“LC Reimbursement Obligation” means, for any Letter of Credit, the obligation of the 
Obligors or any of them to the issuer thereof, as and when matured, to pay (with proceeds of a 
ABL DIP Credit Loan or otherwise) all amounts drawn under such Letter of Credit. 

“Lease” means a lease, license, concession, occupancy agreement or other agreement 
(written or oral, now or at any time in effect) which grants to any Person a possessory interest in, 
or the right to use, all or any part of a parcel of Real Property. 

“Leased Real Property” means any leasehold interest in Real Property of any Obligor as 
lessee, sublessee or the like under any Lease. 

“Lender” and “Lenders” have the meanings set forth in the Preamble to this Agreement. 

“Lender Fee Letter” means that certain fee letter, dated as of the date hereof, among the 
Administrative Borrower and the Lenders. 

“Letter of Credit” means each letter of credit issued pursuant to the ABL DIP Credit 
Documents. 

“Liabilities” means all claims, actions, suits, judgments, damages, losses, liability, 
obligations and any related fines, penalties, sanctions, costs, fees, taxes, commissions, charges, 
disbursements and expenses, in each case of any kind or nature (including interest accrued 
thereon or as a result thereto and fees, charges and disbursements of financial, legal and other 
advisors and consultants), whether joint or several, whether or not indirect, contingent, 
consequential, actual, punitive, treble or otherwise. 

“LIBOR Rate” means a rate per annum equal to the greatest of (a) 1.5% per annum, (b) 
solely upon the occurrence and during the continuance of an Event of Default, the Prime Rate, 
and (c) the offered rate for deposits in Dollars for a period of three months as determined by the 
Administrative Agent from the Reuters Screen LIBOR01 Page as of approximately 11:00 a.m., 
New York, New York time, on the first day of each Interest Period, or if such day is not a 
Business Day, then on the first Business Day in the applicable fiscal month in which such 
Interest Period commences (to be applicable for each day in such Interest Period), or the rate for 
such deposits reasonably determined by the Administrative Agent at such time based on such 
other published service of general application as shall be selected by the Agent for such purpose; 
provided, that if the LIBOR Rate is not determinable in the foregoing manner, the Administrative 
Agent (at the direction of the Required Lenders) may determine the rate based on rates offered to 
the Administrative Agent for deposits in Dollars in the interbank eurodollar market at such time 
for delivery on the first day of the Interest Period for the number of days comprised therein.  If 
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the Board of Governors of the Federal Reserve System (or any successor) prescribes a reserve 
percentage (the “Reserve Percentage”) for “Eurocurrency liabilities” (as defined in Regulation D 
of the Federal Reserve Board, as amended), then the above definition of LIBOR Rate shall be the 
“Base LIBOR Rate”, and “LIBOR Rate” shall mean:  Base LIBOR Rate divided by (100% 
minus LIBOR Reserve Percentage).  Each determination by the Administrative Agent of the 
applicable LIBOR Rate shall be conclusive and binding upon the parties hereto, in the absence of 
demonstrable error. 

“LIBOR Reserve Percentage” means the Reserve Percentage adjusted by the 
Administrative Agent for expected changes in such reserve percentage during the applicable 
Interest Period. 

“Lien” means any security interest, mortgage, pledge, lien, hypothecation, judgment lien 
or similar legal process, charge, encumbrance, title retention agreement or analogous instrument 
or device (including, without limitation, the interest of the lessors in connection with Capitalized 
Lease Liabilities and the interest of a vendor under any conditional sale or other title retention 
agreement). 

“Loan Documents” means this Agreement, the Notes, the DIP Order, the Security 
Agreement, each Fee Letter, each Collateral Access Agreement, each Control Agreement, each 
Mortgage, each Intellectual Property Security Agreement, the Master Intercompany Note, the 
Intercompany Subordination and Payment Agreement, the Intercreditor Agreement, and all other 
loan documents now or hereafter given by any Group Member to the Administrative Agent, the 
Collateral Agent or any other Secured Party in connection with the foregoing and/or in 
connection with the obligations of the Borrowers or the Guarantors under this Agreement. 

“Loan Party” means each Borrower and each Guarantor. 

“Loans” means the loans made under this Agreement. 

“Master Intercompany Note” means an omnibus promissory note evidencing all 
Intercompany Debt and pledged to the Collateral Agent, for the benefit of the Secured Parties, to 
secure the Obligations, all in form and substance satisfactory to the Administrative Agent. 

“Material Adverse Effect” means, with respect to any event or circumstance, a material 
adverse effect on: 

A. the business, financial condition, assets, properties, liabilities, 
performance, operations, results of operations, prospects or material agreements of (i) the 
Obligors and their subsidiaries taken as a whole or (ii) the Accelerated Learning Business 
taken as a whole except for the filing, commencement and continuation of the Chapter 11 
Cases and the events that customarily result from the filing, commencement and 
continuation of the Chapter 11 Cases (including any litigation resulting therefrom); 

B. any material portion of the Collateral, taken as a whole, or any material 
portion of the Collateral in or attributable to the Accelerated Learning Business taken as a 
whole, or in either case the value or saleability thereof, or the Agent’s Liens on the 
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Collateral, or the enforceability, perfection or priority (as required by the Loan 
Documents) of such Liens; 

C. the ability of any Obligor to perform its obligations under the Loan 
Documents; 

D. the perfection or priority of the liens granted pursuant to the Loan 
Documents, the Interim Order or the Final Order; or 

E. the validity, enforceability or collectability of any Loan Document, the 
Interim Order or the Final Order, the Obligors’ respective obligations under any Loan 
Document, the Interim Order or the Final Order, or the rights and remedies of the 
Administrative Agent, the Lenders and the other Secured Parties under any Loan 
Document, the Interim Order or the Final Order. 

Without limitation of the foregoing, it shall be a Material Adverse Effect if any Person who (x) is 
the CEO or CFO of the Administrative Borrower or the chief executive officer of the 
Accelerated Learning Business or the Educational Resources Business (or, in each case, an 
officer holding an equivalent title to any of the foregoing) or (y) otherwise exercises any direct 
control or influence over the management or management decisions of any Group Member, in 
each case, shall (i) be indicted or otherwise formally charged for or convicted of fraud, money 
laundering, embezzlement or any other felony, whether in the United States or in any foreign 
country or jurisdiction according to the Applicable Laws of such jurisdiction, or (ii) be or 
become a Blocked Person. 

“Material Contract” means (i) each ABL DIP Credit Document, (ii) the agreements listed 
as items 1 and 2 in Part B of Schedule 4.11, and (iii) any contract or other arrangement to which 
any Group Member is a party (other than the Loan Documents) for which breach, 
nonperformance, cancellation or failure to renew would be reasonably likely to have a Material 
Adverse Effect. 

“Maturity Date” means June 30, 2013. 

“Maximum ABL DIP Credit Amount” means $175,000,000. 

“Maximum Available Net Assets” has the meaning set forth in Section 9.4. 

“MD&A” means a customary Management Discussion and Analysis relating to financial 
statements acceptable in scope and form to the Administrative Agent. 

“Milestones” has the meaning set forth in Section 5.18. 

“Mortgage” means any mortgage on any real properties owned by any of the Obligors. 

“Mortgage Policy” means any insurance policy on any real properties owned by any of 
the Obligors. 
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“Multiemployer Plan” means a “multiemployer plan” as defined in Section 3(37) or 
Section 4001(a)(13) of ERISA. 

“Net Cash Proceeds” means, with respect to any Disposition by an Obligor of property or 
assets, the amount of cash proceeds received (directly or indirectly) from time to time (whether 
as initial consideration or through the payment of deferred consideration) by or on behalf of an 
Obligor, in connection therewith after deducting therefrom only (a) the amount of any Debt 
secured by any Permitted Lien on any asset (other than (i) Debt owing to the Secured Parties 
under this Agreement or the other Loan Documents and (ii) Debt assumed by the purchaser of 
such asset) which is required to be, and is, and in the case of Debt under the ABL DIP Credit 
Documents is permitted by the Intercreditor Agreement to be, repaid in connection with such 
Disposition (in the case of deductions for repayment of Debt under the ABL DIP Credit 
Documents, only to the extent of the amount of such proceeds allocated to ABL Priority 
Collateral (as defined in, and in accordance with the terms of Section 3.5(c) of, the Intercreditor 
Agreement)), (b) reasonable fees, commissions, and expenses related thereto and required to be 
paid by an Obligor in connection with such Disposition, and (c) taxes paid or payable to any 
taxing authorities by an Obligor in connection with such Disposition, in each case to the extent, 
but only to the extent, that the amounts so deducted are, at the time of receipt of such cash, 
actually paid or payable to a Person that is not an Affiliate of an Obligor, and are properly 
attributable to such transaction. 

“Non-Consenting Lender” has the meaning set forth in Section 10.2. 

“Non-Controlled Accounts” means any deposit account or securities account of an 
Obligor that is not subject to a Control Agreement. 

“Non-Obligor” means each Group Member that is not an Obligor. 

“Note” means a promissory note of the Borrowers payable to a Lender evidencing the 
Commitment of such Lender (as such promissory note may be amended, extended or otherwise 
modified from time to time) and also means each promissory note accepted by such Lender from 
time to time in substitution therefor or in renewal thereof. 

“Notice of Borrowing” means a notice by the Administrative Borrower to the 
Administrative Agent in the form of Exhibit D, which includes or specifies (A) the date of such 
proposed borrowing (B) the amount of the borrowing (which must be in an amount not to exceed 
the Commitment Amount at such time and (C) a certificate jointly from the chief financial 
officer and the chief restructuring officer of the Administrative Borrower certifying that, to the 
knowledge of the certifying officers, no Default or Event of Default has occurred and there is no 
fact, event or circumstance that could reasonably be expected to cause a Default or Event of 
Default. 

“Notification” has the meaning set forth in Section 10.3(c). 

“Obligations” means, collectively, all obligations and liabilities of the Obligors to the 
Agent, the Lenders and the other Secured Parties under this Agreement and all other Loan 
Documents, including without limitation obligations to pay principal, interest, fees, premiums, 
expenses and other amounts of whatever nature, Agent Expenses, and any such obligations that 
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arise after the filing of a petition by or against any Obligor under the Bankruptcy Code (or under 
any other bankruptcy or insolvency laws), regardless of whether allowed as a claim in the 
resulting proceeding, even if the obligations do not accrue because of the automatic stay of 
Section 362 of the Bankruptcy Code (or under any other bankruptcy or insolvency laws) or 
otherwise. 

“Obligors” means, collectively, the Borrowers and the Guarantors. 

“Other Science Products” means the marketing units that are sub-segments of the Delta 
Business that offer grade 6-12 learning systems that integrate textbooks, equipment and 
technology under the CPO Science brand, a supplementary science curriculum under the 
NEO/SCI and SCIS brands, and a math curriculum, supplementary products and manipulatives 
primarily under the ThinkMath brand. 

“Other Taxes” has the meaning specified in Section 2.11(b). 

“Owned Real Property” means any fee interest of any Obligor in Real Property. 

“Participant” means a Person holding a Participation. 

“Participation” means a participation in all or a portion of the rights of a Lender, granted 
pursuant to and in accordance with Section 8.13. 

“Patent Security Agreement” means a Patent Security Agreement executed and delivered 
by an Obligor in favor of the Agent in substantially the form attached to the Security Agreement. 

“Payee” has the meaning set forth in Section 2.11. 

“PBGC” means the Pension Benefit Guaranty Corporation and any Person succeeding to 
any of its principal functions under ERISA. 

“Pension Plan” means an ERISA Plan that is a “pension plan” (within the meaning of 
Section 3(2) of ERISA). 

“Percentage” means, as to any Lender the amount of such Lender’s Commitment divided 
by the Total Commitment Amount or, if any such Commitments have been terminated, the 
aggregate outstanding principal amount of such Lender’s Loans divided by the aggregate 
outstanding principal amount of Loans of all Lenders. 

“Permit” means, with respect to any Person, any permit, approval, authorization, license, 
registration, certificate, concession, grant, franchise, variance or permission from, and any other 
contractual obligations with, any Governmental Authority, in each case whether or not having 
the force of law and applicable to or binding upon such Person or any of its property or to which 
such Person or any of its property is subject. 

“Permitted Debt” means, provided that the incurrence thereof would not otherwise give 
rise to a Default under this Agreement: 



 

27 
 

F. Prepetition Indebtedness listed in Part A of Schedule 6.2; 

G. Permitted PMM/Capital Lease Debt; 

H. Intercompany Debt permitted under Section 6.3, evidenced by the Master 
Intercompany Note and subject to the Intercompany Subordination and Payment 
Agreement, and in the case of Intercompany Debt existing on the Closing Date, listed in 
Part B of Schedule 6.2; 

I. the Loans and other Debt outstanding under this Agreement; 

J. ABL DIP Credit Obligations outstanding from time to time under the ABL 
DIP Credit Agreement, in an aggregate amount not to exceed at any time the Maximum 
ABL DIP Credit Amount; 

K. [Reserved]; 

L. [Debt under the Prepetition ABL Credit Documents]; 

M. endorsement of instruments or other payment items for deposit; 

N. Debt consisting of unsecured guarantees arising with respect to customary 
indemnification obligations to purchasers in connection with dispositions of business 
units permitted by Section 6.5; 

O. [Reserved]; 

P. Debt permitted to be incurred in accordance with the DIP Order; 

Q. [Reserved]; 

R. Debt incurred in the ordinary course of business in respect of credit cards, 
credit card processing services, debit cards, stored value cards, purchase cards (including 
so-called “procurement cards” or “P-cards”), or cash management services; and 

S. Adequate Protection Obligations. 

Notwithstanding the foregoing, Commodity Hedging Obligations shall not in any event be 
Permitted Debt. 

“Permitted Discretion” means a determination made in the exercise of reasonable (from 
the perspective of a secured lender) credit judgment. 

“Permitted Liens” means: 

T. Liens in existence on the date of this Agreement and listed in Schedule 
6.1; 
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U. Liens for taxes or assessments or other governmental charges to the extent 
not required to be paid by Section 5.4; 

V. materialmen’s, warehousemen’s, merchants’, carriers’, worker’s, 
repairer’s, or other like Liens arising by operation of law in the ordinary course of 
business to the extent the obligations secured thereby are (i) not required to be paid by 
Section 5.4 and (ii) in an aggregate amount not to exceed $8,000,000 at any time 
outstanding; 

W. pledges or deposits to secure obligations under worker’s compensation 
laws, unemployment insurance and social security laws, or to secure the performance of 
bids, tenders, contracts (other than for the repayment of borrowed money) or leases, in 
the ordinary course of business and consistent with past practices, in an aggregate amount 
for such bids, tenders, contracts and true leases not to exceed $500,000 at any time 
outstanding, or to secure statutory obligations incurred in the ordinary course of business 
and consistent with past practices in an aggregate amount for such statutory obligations 
not to exceed $500,000 at any time outstanding, or to secure indemnity or other similar 
obligations incurred in the ordinary course of business and consistent with past practices 
in an amount not to exceed $500,000 at any time outstanding, provided that the aggregate 
amount of all Liens permitted under this clause (d) shall not exceed $1,000,000; 

X. Permitted Real Estate Encumbrances; 

Y. Liens created under the Loan Documents; 

Z. Liens created under the (i) ABL DIP Credit Documents securing the ABL 
DIP Credit Obligations and that are subject to the Intercreditor Agreement [and 
(ii) Prepetition ABL Credit Documents securing obligations in respect thereof and that 
are subject to the Prepetition Intercreditor Agreement]; 

AA. judgment Liens provided that such judgment Lien has not given rise to an 
Event of Default; 

BB. the interests of lessors under operating leases and non-exclusive licensors 
under license agreements; 

CC. Liens securing Permitted PMM/Capital Lease Debt so long as (i) such 
Lien attaches only to the asset purchased or acquired in connection with the incurrence 
thereof, and the proceeds therefrom, and (ii) such Lien only secures the Debt that was 
incurred to acquire the asset purchased or acquired; 

DD. non-exclusive licenses of patents, trademarks, copyrights, and other 
intellectual property rights in the ordinary course of business and in existence on the 
Petition Date; 

EE. rights of setoff or bankers’ liens upon deposits of funds in favor of banks 
or other depository institutions, solely to the extent incurred in connection with the 
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maintenance of such Deposit Accounts that are subject to Control Agreements in the 
ordinary course of business; 

FF. [Reserved]; 

GG. [Reserved]; 

HH. Liens in favor of customs and revenue authorities arising on or prior to the 
Petition Date as a matter of law to secure payment of customs duties not yet delinquent in 
connection with the importation of goods; and 

II. Adequate Protection Obligations. 

“Permitted PMM/Capital Lease Debt” means Capitalized Lease Liabilities and purchase 
money Debt with respect to fixed assets (i) outstanding on the Closing Date and set forth on 
Schedule 6.2 hereof and described as such on such Schedule and (ii) incurred after the Closing 
Date in an aggregate principal amount for all such Capitalized Lease Liabilities and purchase 
money Debt not to exceed $500,000 outstanding at any time, provided that such Capitalized 
Lease Liabilities and purchase money Debt are entered into in connection with, and at the time of 
or no later than 20 days after, the acquisition by the Borrowers of equipment useful and used in 
the ordinary course of the Borrowers’ business and the principal amount of such Capitalized 
Lease Liabilities and purchase money Debt when incurred does not exceed the purchase price of 
the property financed, and no such Capitalized Lease Liabilities and purchase money Debt shall 
be refinanced for a principal amount in excess of the principal amount refinanced. 

“Permitted Real Estate Encumbrances” means, in the case of any Real Property, (a) any 
“Permitted Encumbrances” (as defined in the Mortgage relating to such Real Property) approved 
by the Agent (at the direction of the Required Lenders), (b) Liens on such Real Property of the 
nature referred to in clauses (b), (f), (g) and (h) of the definition of Permitted Liens, and (c) 
easements (including without limitation reciprocal easement agreements), rights-of-way, 
restrictions, municipal, building and zoning ordinances and other similar encumbrances or other 
irregularities affecting such Real Property, that do not secure any Debt, and which were incurred 
in the ordinary course of business and (i) are described in the title insurance policy with respect 
to such Real Property delivered to the Administrative Agent prior to the date hereof, or (ii) in the 
opinion of the Administrative Agent, are not substantial in amount and do not in any case 
materially impair the use of such property in the operation of the business of any Group Member 
or impair the value of such Real Property. 

“Permitted Senior Liens” means Permitted Liens (x) referred to in clauses (a), (b), (c), (e) 
and (j) of the definition of Permitted Liens and applicable to the Collateral (other than Equity 
Interests constituting Collateral, as to which there shall be no Permitted Senior Liens), to the 
extent, but only to the extent, having priority by mandatory provisions of applicable law, and (y) 
referred to in clause (g) of the definition of Permitted Liens and applicable only to the ABL DIP 
Credit Priority Collateral. 

“Permitted Surety Bonds” means unsecured guarantees and reimbursement obligations 
incurred in the ordinary course of business with respect to surety and appeal bonds, performance 
bonds, bid bonds, appeal bonds, completion guarantee and similar obligations. 
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“Person” means any individual, corporation, partnership, limited liability company, joint 
venture, association, joint-stock company, trust, unincorporated organization or Governmental 
Authority. 

“Petition Date” means January 28, 2013. 

“Planner Business” means the business unit comprised of Premier Agendas, Inc. 
(excluding (on a basis consistent with the financial statements delivered by the Administrative 
Borrower to the Agent prior to the Closing Date) those operations relating to the Educational 
Resources Business in Canada), Premier School Agendas, Ltd. and Select Agendas, Corp. 

“Plan” has the meaning set forth in Schedule 5.18. 

“Platform” has the meaning set forth in Section 10.3(b). 

“Postpetition” means the time period commencing immediately upon the filing of the 
Chapter 11 Cases. 

“Prepetition” means the time period ending immediately prior to the  filing of the Chapter 
11 Cases. 

“Prepetition ABL Agent” means Wells Fargo Capital Finance, LLC, in its capacity as 
administrative agent and collateral agent, under the Prepetition ABL Credit Agreement. 

“Prepetition ABL Credit Agreement” means the Credit Agreement dated as of May 22, 
2012, among the borrowers and guarantors named therein, the Prepetition ABL Credit Lenders 
and Wells Fargo Capital Finance, LLC, as administrative agent and co-collateral agent, as 
amended to date. 

“Prepetition ABL Credit Documents” means the Prepetition ABL Credit Agreement and 
each other Loan Document (as defined in the Prepetition ABL Credit Agreement). 

“Prepetition ABL Credit Lenders” means all lenders party to the Prepetition ABL Credit 
Agreement. 

“Prepetition Agents” means, collectively, the Prepetition ABL Agent and the Prepetition 
Term Loan Agent. 

“Prepetition Debt Documents” means, collectively, the Prepetition ABL Credit 
Documents and the Prepetition Term Loan Documents. 

“Prepetition Debt Holders” means, collectively, the Prepetition ABL Credit Lenders and 
the Prepetition Term Loan Lenders. 

“Prepetition Indebtedness” means all Debt of the Borrowers outstanding on the Petition 
Date immediately prior to the filing of the Chapter 11 Cases other than Debt under the 
Prepetition ABL Credit Agreement and the Prepetition Term Loan Agreement. 
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[“Prepetition Intercreditor Agreement” means the Intercreditor Agreement, dated as of 
May 22, 2012, executed by Wells Fargo Capital Finance, LLC in its capacity as Prepetition ABL 
Agent, and Bayside Finance LLC, in its capacity as Prepetition Term Loan Agent.] 

“Prepetition Secured Obligations” means the obligations in respect of the Prepetition 
ABL Credit Documents and the Prepetition Term Loan Documents. 

“Prepetition Term Lenders” means the lenders party to the Prepetition Term Loan 
Agreement. 

“Prepetition Term Loan Agent” means Bayside Finance, LLC, as administrative agent 
and collateral agent under the Prepetition Term Loan Documents. 

“Prepetition Term Loan Agreement” means that certain Credit Agreement, dated as of 
May 22, 2012, by and among the borrowers and guarantors named therein, the Prepetition Term 
Lenders and the Prepetition Term Loan Agent, as amended prior to the Petition Date. 

“Prepetition Term Loan Default Interest” has the meaning set forth in Section 2.8(a). 

“Prepetition Term Loan Documents” means the Prepetition Term Loan Agreement and 
each other Loan Document (as defined therein). 

“Prepetition Term Loan Lenders” means the lenders party to the Prepetition Term Loan 
Agreement. 

“Prepetition Term Loan Make Whole Payment” has the meaning set forth in Section 
2.8(a). 

“Prepetition Term Loan Obligations” has the meaning set forth in Section 2.8(a). 

“Prime Rate” means, at any time, a rate per annum equal to the higher of (a) the rate last 
quoted by The Wall Street Journal as the “base rate on corporate loans posted by at least 75% of 
the nation’s largest banks” in the United States or, if The Wall Street Journal ceases to quote 
such rate, the highest per annum interest rate published by the Federal Reserve Board in Federal 
Reserve Statistical Release H.15 (519) (Selected Interest Rates) as the “bank prime loan” rate or, 
if such rate is no longer quoted therein, any similar rate quoted therein (as determined by the 
Administrative Agent) or any similar release by the Federal Reserve Board (as determined by the 
Administrative Agent) and (b) the sum of 0.5% per annum and the Federal Funds Rate. 

“Product Development Expense” means, for any period, the capitalized cash investment 
on product development for such period. 

“Professional Fees Line Items” has the meaning set forth in Section 6.31(d). 

“Projections” has the meaning set forth in Section 4.5. 

“Protective Advances” has the meaning set forth therefor in Section 2.17(a). 
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“Qualified Equity Interest” means and refers to any Equity Interests issued by School 
Specialty (and not by one or more of its Subsidiaries) that is not a Disqualified Equity Interest. 

“Rate Hedging Obligations” means any and all obligations of the Group Members under 
(a) any and all agreements, devices or arrangements designed to protect any Group Member from 
the fluctuations of interest rates, including interest rate exchange agreements, interest rate cap or 
collar protection agreements, and interest rate options, puts and warrants, and (b) any and all 
cancellations, buy backs, reversals, terminations or assignments of any of the foregoing. 

“Reading Business” means the literacy and intervention division of the Accelerated 
Learning Business. 

“Real Property” means, collectively, all right, title and interest (including any leasehold, 
mineral or other estate) in and to any and all parcels of or interests in real property owned, leased 
or operated by any Person, whether by lease, license or other means, together with, in each case, 
all easements, hereditaments and appurtenances relating thereto, all improvements and 
appurtenant fixtures and equipment, all general intangibles and contract rights and other property 
and rights incidental to the ownership, lease or operation thereof. 

“Receipts” has the meaning set forth in Section 5.12(b). 

“Reconcilable Inclusion” means, with respect to the Accelerated Learning Business and 
the Planner Business, any inclusion within the Accelerated Learning Business or the Planner 
Business, respectively, of contracts, rights or other assets that (x) prior to such inclusion, were 
included in a different Business Segment, or (y) in the case of contracts, rights or other assets not 
previously included in a different Business Segment, are not consistent with the then-existing 
other contracts, rights and other assets of the Accelerated Learning Business or the Planner 
Business, respectively. 

“Registered Pension Plan” means any “registered pension plan”, as defined in subsection 
248(1) of the Income Tax Act (Canada). 

“Related Person” means, with respect to any Person, each Affiliate of such Person and 
each director, officer, employee, agent, trustee, representative, attorney, accountant and each 
insurance, environmental, legal, financial and other advisor and other consultants and agents of 
or to such Person or any of its Affiliates, together with, if such Person is the Administrative 
Agent, each other Person or individual designated, nominated or otherwise mandated by or 
helping the Administrative Agent pursuant to and in accordance with Section 8.17 or any 
comparable provision of any Loan Document. 

“Related Transactions” means, collectively, the execution and delivery of, and 
consummation of the transactions contemplated by, all ABL DIP Credit Documents and the 
payment of all related fees, costs and expenses. 

“Release” means any release, threatened release, spill, emission, leaking, pumping, 
pouring, emitting, emptying, escape, injection, deposit, disposal, discharge, dispersal, dumping, 
leaching or migration of Hazardous Substance into or through the environment. 
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“Remaining Obligor” has the meaning set forth in Section 9.4. 

“Remedial Action” means all actions required under Environmental Laws to (a) clean up, 
remove, treat or in any other way address any Hazardous Substance in the indoor or outdoor 
environment, (b) prevent or minimize any Release so that a Hazardous Substance does not 
migrate or endanger or threaten to endanger public health or welfare or the indoor or outdoor 
environment, or (c) perform pre-remedial studies and investigations and post-remedial 
monitoring and care with respect to any Hazardous Substance. 

“Report” and “Reports” have the meanings specified in Section 8.20(a). 

“Reportable Event” means a reportable event as that term is defined in Title IV of 
ERISA, and not as to which the PBGC has by regulation waived the requirement of Section 
4043(a) of ERISA that it be notified within 30 days of the occurrence of such event, and with the 
exception of actions of general applicability by the Secretary of Labor under Section 110 of 
ERISA. 

“Reporting Affiliate” means, with respect to any Person, a Person who is an Affiliate of 
such first Person under clauses (a), (b) or (c) of the definition of the term “Affiliate”. 

“Required Lenders” means, at any time, the Lenders holding more than fifty percent 
(50.0%) of the outstanding Commitments and Loans. 

“Required Payment” has the meaning set forth in Section 2.10(c). 

“Requirements of Law” means, as to any Person, the organizational documents of such 
Person and any Applicable Law, or determination of a Governmental Authority having the force 
of law (but nevertheless including determinations of a Governmental Authority not having the 
force of law if responsible and prudent Persons engaged in a business similar to the business of 
the Borrower would observe such determinations), in each case applicable to or binding upon 
such Person or any of its business or property or to which such Person or any of its business or 
property is subject. 

“Reserve Percentage” has the meaning set forth in the definition of “LIBOR Rate”. 

“Responsible Officer” means the chief executive officer or chief financial officer of the 
Administrative Borrower. 

“Restricted Payment” means, in respect of any Obligor or any Subsidiary of any Obligor, 
to (a) declare or pay any dividend or make any other payment or distribution, directly or 
indirectly, on account of Equity Interests issued by such Obligor or Subsidiary (including any 
payment in connection with any merger or consolidation involving such Obligor or Subsidiary) 
or to the direct or indirect holders of Equity Interests issued by such Obligor or Subsidiary in 
their capacity as such (other than dividends or distributions payable in Equity Interests of such 
Obligor or Subsidiary that are not Disqualified Equity Interests), or (b) purchase, redeem, make 
any sinking fund or similar payment, or otherwise acquire or retire for value (including in 
connection with any merger or consolidation involving such Obligor or Subsidiary) any Equity 
Interests issued by such Obligor or Subsidiary, or (c) make any payment to retire, or to obtain the 
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surrender of, any outstanding warrants, options, or other rights to acquire Equity Interests of such 
Obligor or Subsidiary now or hereafter outstanding, or (d) make any payment or prepayment of 
principal of, premium, if any, or interest on, or redemption, purchase, retirement, defeasance 
(including in-substance or legal defeasance), sinking fund or similar payment with respect to, 
any Subordinated Debt. 

“Restrictive Agreement” means an agreement (other than a Loan Document) that 
conditions or restricts the right of any Group Member to incur or repay borrowed money, to 
grant Liens on any assets, to declare or make Restricted Payments, to modify, extend or renew 
any agreement evidencing borrowed money, or to repay any Intercompany Debt. 

“Return” has the meaning set forth in Section 2.12(b)(i). 

“Rolling Two Week Test Period” has the meaning set forth in Section 6.31(a). 

“Sale Effort” has the meaning set forth in Schedule 5.18. 

“Sale/Leaseback Liabilities” means any amount or liability in respect of sale/leaseback or 
analogous transactions that is or is required under GAAP to be shown on the consolidated 
balance sheet of the Administrative Borrower and its consolidated Subsidiaries. 

“Sale Order” has the meaning set forth in Schedule 5.18. 

“School Specialty” has the meaning set forth in the Preamble to this Agreement. 

“Secured Parties” means the Lenders, the Administrative Agent, the Collateral Agent, 
each other Indemnitee and any other holder of any Obligation of any Obligor. 

“Security Agreement” means each Security and Pledge Agreement (or similar agreement) 
executed by each Obligor in favor of the Agent and the Lenders, in the form of Exhibit E hereto 
duly completed for each Obligor, as the same may be amended, supplemented or restated from 
time to time. 

“Seeds Divestiture” means the disposition by the Obligors of the Seeds of Science / Roots 
of Reading business in January 2012. 

“Senior Debt” means Debt of the Group Members that has not been subordinated in right 
of payment to the Obligations in a manner in form and substance satisfactory to the Agent, 
including the ABL DIP Credit Obligations. 

“Single Test Week” has the meaning set forth in Section 6.31(a). 

“Stated Borrowing Base” has the meaning ascribed thereto in the Intercreditor Agreement 
(as in effect on the date hereof). 

“Stroock” means Stroock & Stroock & Lavan LLP. 
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“Subordinated Debt” means unsecured Debt of the Obligors that is not Senior Debt, and 
that (a) is only guaranteed by the Guarantors, (b) is not subject to scheduled amortization, 
redemption, sinking fund or similar payment and does not have a final maturity, in each case, on 
or before the date that is six months after the Maturity Date, and (c) does not include any 
financial covenants or any covenant or agreement that is more restrictive or onerous on any 
Obligor in any material respect than any comparable covenant in this Agreement; and 
“Subordinated Debt” shall in any event include (x) the 2011 Convertible Subordinated 
Debentures, and (y) any other Debt of an Obligor incurred after the date hereof which by its 
terms is expressly subordinated to the Obligations in a manner and to an extent approved by the 
Administrative Agent. 

“Subsidiary” of a Person means any corporation, limited liability company, partnership or 
other entity of which more than fifty percent (50%) of the outstanding equity or membership 
interests or shares of capital stock having general voting power under ordinary circumstances to 
elect a majority of the board of directors (or other governing body) of such entity, (irrespective 
of whether or not at the time stock or membership interests of any other class or classes shall 
have or might have voting power by reason of the happening of any contingency) is at the time 
directly or indirectly owned by such Person, by such Person and one or more Subsidiaries of 
such Person, or by one or more other Subsidiaries of such Person. 

“Subsidiary Borrowers” has the meaning set forth in the Preamble to this Agreement. 

“Survey” means, in respect of a particular parcel of Real Property, an American Land 
Title Association form survey, dated no earlier than thirty (30) days prior to the issuance of the 
corresponding Mortgage Policy (or such other date as the Agent may approve in its Permitted 
Discretion), certified to the Agent and the issuer of the corresponding Mortgage Policy in a 
manner satisfactory to the Agent, by a land surveyor duly registered and licensed in the states in 
which the property described in such survey is located and acceptable to the Agent, which survey 
(i) shall show (x) all buildings and other improvements, (y) the location of any easements, rights 
of way, building set-back lines and other dimensional regulations and (z) such other matters as 
the Agent shall reasonably request and (ii) be sufficient for the issuer of the corresponding 
Mortgage Policy to remove all standard survey exceptions from the corresponding Mortgage 
Policy. 

“SWDA” means the Solid Waste Disposal Act (42 U.S.C. §§ 6901 et seq.). 

“Synthetic Lease Liabilities” means the monetary obligation of a Person under either:  (a) 
a so-called synthetic, off-balance sheet or tax retention lease; or (b) an agreement for the use or 
possession of property creating obligations that do not appear on the balance sheet of such 
Person but which, upon the insolvency or bankruptcy of such Person, would be characterized as 
the indebtedness of such Person (without regard to accounting treatment).  The amount of 
Synthetic Lease Liabilities shall be deemed to be the capitalized amount of the remaining lease 
payments under the relevant lease that would appear on a balance sheet of such Person prepared 
as of such date in accordance with GAAP if such lease were accounted for as a capital lease. 

“Tax Returns” has the meaning set forth in Section 4.8. 
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“Taxes” has the meaning set forth in Section 2.11(a). 

“Term Loan Priority Collateral” has the meaning set forth in the Intercreditor Agreement. 

“Term Loan Priority Collateral Deposit Account” means a segregated account of the 
Borrowers subject to a control agreement with a securities intermediary acceptable to the 
Administrative Agent, in form and substance satisfactory to the Administrative Agent, which 
establishes “control” (as defined in the UCC) in favor of the Administrative Agent for the benefit 
of the Lenders. 

“Termination Date” means the earliest to occur of (i) Maturity Date, (ii) the 
consummation of a sale of all or substantially all of the assets of the Borrowers under section 363 
of the Bankruptcy Code, (iii) unless waived by the Lenders in their sole discretion, the 
occurrence of an Event of Default after taking into effect all applicable grace periods, (iv) the 
acceptance in writing by any of the Borrowers of any offer or bid for the purchase of, directly or 
indirectly, all or substantially all of the assets of any of the Borrowers, or all of the equity of 
School Specialty or any Subsidiary thereof, to a buyer that does not provide for the actual 
payment in full of the Obligations by no later than the Maturity Date, (v) unless waived by the 
Lenders in their sole discretion, the date that any of the Borrowers files a motion with the 
Bankruptcy Court for authority to proceed with the sale or liquidation of any of the Borrowers’ 
(or any material portion of the assets or all of the equity of any Borrower) without the consent of 
the Lenders except pursuant to a proposed sale of all or substantially all of the Borrowers’ assets, 
or all of the equity of School Specialty or any Subsidiary thereof, to a buyer that provides for the 
actual payment in full of the Obligations by no later than the Maturity Date, (vi) if the Final 
Order has not been entered, March 15, 2013, (vii) the effective date of a Plan or (viii) unless 
waived by the Lenders in their sole discretion, if any of the Obligors files a motion with the 
Bankruptcy Court for authority to proceed with the sale or liquidation of any of the Obligors (or 
any material portion of the assets or all of the equity of any of the Obligors) or files a plan of 
reorganization, in each case, without the consent of the Lenders, except pursuant to a proposed 
sale of all or substantially all of the Obligors’ assets or all of the equity of the Administrative 
Borrower or any Subsidiary thereof or a plan of reorganization that, in any such case, provides 
for the actual payment in full in cash of the Obligations by no later than the earlier of the (x) 
Maturity Date and (y)(a) in the case of a sale, the date of consummation of such sale and (b) in 
the case of a plan, the effective date of such plan.  Upon the Termination Date, the Commitments 
shall terminate and all Loans and other Obligations shall be due and payable. 

“Test Period” means the Single Test Week and the Rolling Two Week Test Period, 
commencing from the Single Test Week ending March 9, 2013. 

 “Total Outstanding ABL DIP Credit Amount” means, as of any date of determination, 
the sum of (a) the aggregate principal amount of all outstanding ABL DIP Credit Loans on such 
date, plus (b) the amount of all outstanding LC Obligations on such date. 

“Trademark Security Agreement” means a Trademark Security Agreement executed and 
delivered by an Obligor in favor of the Agent in substantially the form attached to the Security 
Agreement. 
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“Treasury” means the United States Treasury. 

“UCC” means the Uniform Commercial Code as in effect from time to time in the State 
of New York; provided that if by reason of mandatory provisions of law, the perfection, the 
effect of perfection or non-perfection or the priority of the security interests of the Collateral 
Agent in any Collateral is governed by the Uniform Commercial Code as in effect in a 
jurisdiction other than New York, “UCC” means the Uniform Commercial Code as in effect in 
such other jurisdiction for purposes of the provisions hereof relating to such perfection, effect of 
perfection or non-perfection or priority. 

“Unfinanced Capital Expenditures” means Capital Expenditures that are made from 
available cash of the Borrowers and not from the proceeds of Permitted PMM/Capital Lease 
Debt (including any Permitted PMM/Capital Lease Debt incurred after the acquisition of the 
asset acquired to directly or indirectly finance such acquisition), and are made in respect of assets 
that are not subject to any capital lease, and are not pledged to secure any purchase money Debt 
(whenever incurred). 

“Unrestricted Cash” means, as of any date of determination, the aggregate amount of 
cash credited as of such date to all deposit accounts of the Group Members, which cash is subject 
to no restriction on its use, transfer or distribution pursuant to any Requirement of Law or 
contractual obligation (other than the Loan Documents, the ABL DIP Credit Documents and the 
Prepetition ABL Credit Documents). 

“USA Patriot Act” has the meaning set forth in Section 10.16. 

“Variance Report” means a weekly variance report to be provided by Borrowers to 
Administrative Agent within three Business Days after the end of each fiscal week and publicly 
filed with the Bankruptcy Court reflecting actual cash receipts and disbursements for (i) the prior 
fiscal week, (ii) the period from the beginning of the fiscal month which includes such fiscal 
week to the end of such fiscal week, (iii) the applicable Test Period of the Administrative 
Borrower, and (iv) the period from the beginning of the fiscal week ending March 9, 2013 to the 
end of such Test Period, in each case, reflecting the amount variance and, in the case of clause 
(iii), percentage variance of actual receipts and disbursements (on a line item basis) from those 
receipts and disbursements reflected in the most recently delivered thirteen-week cash flow 
forecast in the Approved Budget for the corresponding periods (or, in the case of clause (iv) and 
with respect to past periods that are not covered in the most recently delivered thirteen-week 
cash flow forecast in the Approved Budget, the latest thirteen-week cash flow forecast in the 
Approved Budget that covers any such past period), an explanation of the reason for any such 
variance and compliance or non-compliance with the requirements set forth in Section 6.31. 

“Welfare Plan” means an ERISA Plan that is a “welfare plan” within the meaning of 
Section 3(1) of ERISA. 

“Withholding Agent” means any Loan Party and the Administrative Agent. 

Section 1.2. Payments.  The Administrative Agent may set up standards and 
procedures to determine or redetermine the equivalent in Dollars of any amount expressed in any 
currency other than Dollars and otherwise may, but shall not be obligated to, rely on any 
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determination made by any Obligor or any Lender.  Any such determination or redetermination 
by the Administrative Agent shall be conclusive and binding for all purposes, absent manifest 
error.  No determination or redetermination by any Secured Party or Obligor and no other 
currency conversion shall change or release any obligation of any Obligor or of any Secured 
Party (other than the Administrative Agent and its Related Persons) under any Loan Document, 
each of which agrees to pay separately for any shortfall remaining after any conversion and 
payment of the amount as converted.  The Administrative Agent may round up or down, and 
may set up appropriate mechanisms to round up or down, any amount hereunder to nearest 
higher or lower amounts and may determine reasonable de minimis payment thresholds. 

ARTICLE II 
CREDIT FACILITIES 

Section 2.1. Loans.  Subject to the terms and conditions herein set forth, each Lender 
hereby severally, but not jointly, agrees to make loans in Dollars (each such loan, a “Loan”), not 
to exceed in the aggregate the Commitment Amount, to the Borrowers as follows: (i) an initial 
borrowing on the Closing Date, in the aggregate principal amount of $129,000,000 (the “Initial 
Borrowing”), (ii) additional borrowings in an aggregate principal amount not to exceed 
$16,000,000 on up to two Additional Funding Dates during the Availability Period in respect of 
which a Notice of Borrowing has been delivered, (iii) on or after May 20, 2013, an additional 
borrowing in an aggregate principal amount not to exceed $5,000,000 on an Extended Funding 
Date during the Availability Period in respect of which a Notice of Borrowing has been delivered 
and (iv) on or after May 27, 2013, an additional borrowing in an aggregate principal amount not 
to exceed $5,000,000 on an Extended Funding Date during the Availability Period in respect of 
which a Notice of Borrowing has been delivered.  The proceeds of such Loans shall be deposited 
into the Term Loan Priority Collateral Deposit Account. The Loans and Loan proceeds shall be 
allocated to the Borrowers in the manner specified in the Notice of Borrowing therefor and used 
in accordance with Section 2.8.  Notwithstanding the preceding, prior to the entry by the 
Bankruptcy Court of a Final Order, the Commitment Amount shall be limited to the sum of 
$129,000,000, to the extent authorized by the Interim Order.  The Commitments shall expire at 
the end of the Availability Period.  The Commitment Amount shall be permanently reduced on 
the Closing Date and each Additional Funding Date and Extended Funding Date by the 
aggregate principal amount of Loans made on such dates.  In no event shall a Loan be made on 
any Additional Funding Date or Extended Funding Date in an amount which would exceed the 
Commitment Amount on such date.  For the avoidance of doubt, Loans repaid cannot be 
reborrowed. 

Section 2.2. Procedures for Loans.  The Initial Borrowing shall be funded on the 
Closing Date without further need for the Borrowers to take any action or submit any notice or 
request to the Administrative Agent or Lenders.  To request a Loan to be funded on any 
Additional Funding Date or Extended Funding Date, the Administrative Borrower shall submit a 
Notice of Borrowing to the Administrative Agent no later than 1:00 p.m. New York, New York 
time, five (5) Business Days (which date may be prior to the entry of the Final Order) prior to the 
proposed Additional Funding Date or Extended Funding Date.  The Notice of Borrowing shall be 
effective upon receipt by the Administrative Agent, shall be in writing by facsimile or electronic 
transmission (including by PDF).  The requested borrowing shall be in an integral multiple of 
$500,000 and not less than $5,000,000 in the aggregate for each such Additional Funding Date or 
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$1,000,000 in the aggregate on each such Extended Funding Date.  Promptly upon receipt of a 
Notice of Borrowing, the Administrative Agent shall advise each Lender of the proposed Loan.  
At or before 1:00 p.m., New York, New York time, on the date specified for the requested Loan, 
each Lender shall provide the Administrative Agent at the principal office of the Administrative 
Agent in New York, New York with immediately available funds covering such Lender’s 
Percentage of such Loan.  Subject to satisfaction of the conditions precedent set forth in Article 
III with respect to such Loan, the Administrative Agent shall pay over such funds to the 
Administrative Borrower, by effecting a wire transfer to the Term Loan Priority Collateral 
Deposit Account, for the account of the applicable Borrower(s) specified in the Notice of 
Borrowing, prior to 4:00 p.m., New York, New York time, on the date of the requested Loan. 

Section 2.3. Interest.  The outstanding principal amount of each Loan shall bear 
interest from the date when made to the date repaid (provided that one full day’s interest shall be 
payable for any Loan, or portion thereof, that is borrowed and repaid on the same day), accruing 
daily at a rate per annum equal to the applicable LIBOR Rate for each day during each Interest 
Period during which such Loan is outstanding, plus the Applicable Margin, adjusted for each 
applicable Interest Period, payable in arrears on the last day of the applicable Interest Period; 
provided, however, that upon the occurrence of an Event of Default (whether or not the Agent or 
any Lender shall have received or given notice thereof), the interest on the Loans from and after 
the date of the occurrence of such Event of Default shall be the rate per annum otherwise 
applicable from time to time to such Loans, plus two percent (2.0%) per annum (adjusting for 
any change in the applicable LIBOR Rate), payable in arrears on the last day of each fiscal 
month and on the last day of the applicable Interest Period and on demand from time to time (the 
“Default Rate”).  The outstanding amount of all Obligations other than outstanding principal of 
Loans shall bear interest from the date such Obligations are due and payable, accruing daily at 
the rate applicable from time to time (calculated daily and not for any Interest Period) to the 
Loans (and shall bear interest at the Default Rate upon the occurrence of an Event of Default).  
Interest shall be computed on the basis of the actual number of days elapsed and a year 
consisting of 360 days.  Each determination of an interest rate by the Administrative Agent shall 
be conclusive and binding on the Borrowers, the other Obligors and the Lenders in the absence 
of manifest error.  All payments of interest shall be made in cash in Dollars in immediately 
available funds. 

Section 2.4. Setting and Notice of Rates.  The applicable LIBOR Rate for each Interest 
Period shall be determined by the Administrative Agent on the Closing Date, for the initial 
Interest Period, and on the first Business Day of each subsequent fiscal month, for each 
subsequent Interest Period (such rate to apply for each calendar day in such Interest Period), 
whereupon notice thereof (which may be by telephone) shall be given by the Administrative 
Agent to the Administrative Borrower and each Lender.  Each such determination of the 
applicable LIBOR Rate shall be conclusive and binding upon the parties hereto, in the absence of 
demonstrable and manifest error.  The Administrative Agent, upon written request of the 
Administrative Borrower or any Lender, shall deliver to the Administrative Borrower or such 
requesting Lender a statement showing the computations or source used by the Administrative 
Agent in determining the applicable LIBOR Rate hereunder. 
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Section 2.5. Repayment of Loans; Representations; Joint and Several Liability. 

(a) The Borrowers hereby unconditionally promise to pay to the Administrative 
Agent for itself and the account of each Lender in cash in Dollars in immediately 
available funds the then unpaid amount of each Loan and any other Obligations on the 
Maturity Date, or on such prior date as may be required by the terms of this Agreement 
(including, without limitation, upon the Termination Date). 

(b) For all purposes of calculating whether payments of amounts payable under this 
Agreement have been received in a timely fashion on the date required therefor pursuant 
to this Agreement, including calculating interest on the applicable Obligations, funds 
received by the Administrative Agent from the Borrowers prior to [2:00] p.m. New York 
time will be deemed applied to the Obligations then due and payable as provided herein 
on the date of receipt by the Administrative Agent, provided that such funds are 
immediately available and notice thereof is received from the Administrative Borrower in 
accordance with the Administrative Agent’s usual and customary practices as in effect 
from time to time and by [3:00] p.m. (New York time) on such date of receipt, and if not, 
then such amounts shall be deemed received and applied on the next succeeding Business 
Day after receipt of such immediately available funds by the Administrative Agent. 

(c) The Borrowers shall be obligated to repay all Loans made under this Article II 
notwithstanding the failure of the Administrative Agent to provide any written request 
therefor or written confirmation thereof and notwithstanding the fact that the person 
requesting the same was not in fact authorized to do so.  Any request for Loans under 
Section 2.2, whether written, telephonic, telecopy or otherwise, shall be deemed to be a 
representation by each Borrower that the borrowing conditions set forth in Section 3.1 
and Section 3.2 have been met and all statements set forth in Section 3.1 and Section 3.2 
are correct as of the time of the request. 

(d) The Borrowers shall be jointly and severally liable for all amounts due from the 
Borrowers to the Administrative Agent, the Lenders and the other Secured Parties under 
this Agreement, including, without limitation, all Obligations, regardless of which 
Borrower actually receives the Loans or other extensions of credit hereunder or the 
amount of such Loans received or the manner in which the Administrative Agent 
accounts for such Loans or other extensions of credit on its books and records.  The 
Obligations with respect to Loans or other extensions of credit made to a Borrower, and 
the Obligations arising as a result of the joint and several liability of a Borrower 
hereunder with respect to Loans or other extensions of credit made to the other Borrowers 
hereunder, shall be separate and distinct obligations, but all such other Obligations shall 
be primary obligations of all Borrowers.  The Obligations arising as a result of the joint 
and several liability of a Borrower hereunder with respect to Loans or other extensions of 
credit made to the other Borrowers hereunder shall, to the fullest extent permitted by law, 
be unconditional irrespective of (a) the validity or enforceability, avoidance or 
subordination of the Obligations of the other Borrowers or of any promissory note or 
other document evidencing all or any part of the Obligations of the other Borrowers, (b) 
the absence of any attempt to collect the Obligations from the other Borrowers, any 
Guarantor or any other security therefor, or the absence of any other action to enforce the 
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same, (c) the waiver, consent, extension, forbearance or granting of any indulgence by 
the Administrative Agent, Lenders or other Secured Parties with respect to any provisions 
of any agreement or instrument evidencing or governing the Obligations of the other 
Borrowers, or any part thereof, or any other agreement now or hereafter executed by the 
other Borrowers and delivered to the Administrative Agent, (d) the failure by the 
Administrative Agent, or any of the Lenders or other Secured Parties, to take any steps to 
perfect and maintain its security interest in the Collateral or any part of it, or to preserve 
its or their rights and maintain its or their security or collateral for the Obligations of the 
other Borrowers, (e) the election of the Administrative Agent, or any of the Lenders or 
other Secured Parties, in any proceeding instituted under the Bankruptcy Code, of the 
application of Section 1111(b)(2) of the Bankruptcy Code, (f) the disallowance of all or 
any portion of the claim(s) of the Administrative Agent, or any of the Lenders or other 
Secured Parties, for the repayment of the Obligations of the other Borrowers under 
Section 502 of the Bankruptcy Code, or (g) any other circumstances which might 
constitute a legal or equitable discharge or defense of a Guarantor or of the other 
Borrowers, other than, with respect to a particular Lender, the willful misconduct, fraud 
or gross negligence of such Lender as determined pursuant to a final, non-appealable 
order of a court of competent jurisdiction.  With respect to the Obligations arising as a 
result of the joint and several liability of a Borrower hereunder with respect to Loans or 
other extensions of credit made to the other Borrowers hereunder, each Borrower and 
Guarantor waives, until the Obligations shall have been paid in full in immediately 
available funds and this Agreement shall have been terminated, any right to enforce any 
right of subrogation or any remedy which the Agent or any other Secured Party now has 
or may hereafter have against the Borrowers or any Guarantor, or any endorser or any 
other guarantor of all or any part of the Obligations, and any benefit of, and any right to 
participate in, any security or collateral given to the Agent or any other Secured Party.  
Upon any Event of Default and for so long as the same is continuing, the Agent may 
proceed directly and at once, without notice, against any Borrower or Guarantor, or 
against any one or more of them, to collect and recover the full amount, or any portion of 
the Obligations, without first proceeding against the other Borrowers or Guarantors or 
any other Person, or against any security or collateral for the Obligations.  Each Borrower 
and Guarantor consents and agrees that the Agent and the Lenders and the other Secured 
Parties shall be under no obligation to marshal any assets in favor of the Borrower(s) or 
Guarantor(s) or against or in payment of any or all of the Obligations. 

Section 2.6. Notes.  Upon request by a Lender, such Lender’s Loan may be evidenced 
by a Note.  The unpaid principal amount of each Note and all unpaid accrued interest thereon 
shall be payable on the Maturity Date, or on such prior date as may be required by the terms of 
this Agreement. 

Section 2.7. Fees.  The Borrowers shall pay to the Administrative Agent, for its own 
account (or to such other parties as the Administrative Agent may specify in writing), the fees 
specified in the Agent Fee Letter in the amounts and on the dates specified therein, which 
amount shall be deemed fully earned when paid, whether or not this Agreement shall continue in 
effect, or any Loans or the Commitment shall remain in effect, for the entire year covered 
thereby. 
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Section 2.8. Use of Proceeds.  (a)  Proceeds of the Loans under the this Agreement will 
be used only for the following purposes, in each case, in accordance with and subject to the 
Approved Budget:  (i) to provide working capital for the Obligors during the Chapter 11 Cases in 
the ordinary course of business and other costs and expenses of administration of the Chapter 11 
Cases, in an aggregate principal amount not to exceed $60,000,000 less any amounts used to 
prepay the Bayside DIP Obligations pursuant to clause (iii) of this paragraph, (ii) to refinance the 
outstanding balance of principal, accrued interest and other fees and charges (the “Prepetition 
Term Loan Obligations”) due under the Prepetition Term Loan Agreement in an aggregate 
principal amount not to exceed $67,000,000 other than amounts thereunder related to the 
Prepetition Term Loan Make Whole Payment (as defined below) and Prepetition Term Loan 
Default Interest (as defined below), (iii) to refinance the outstanding balance of principal, 
accrued interest and other fees and charges (the “Bayside DIP Obligations”) due under that 
certain Senior Secured Super Priority Debtor-In-Possession Credit Agreement, dated as of 
January 31, 2013, by and among the Obligors, the Lenders as defined therein and Bayside 
Finance, LLC (“Bayside”) (as amended pursuant to the interim order of the Bankruptcy Court 
dated January 31, 2013 [Docket No. 88] approving the incurrence of the Bayside DIP 
Obligations, the “Bayside DIP Credit Agreement”) in an aggregate principal amount not to 
exceed $25,000,000, (iv) to fund the Escrow Account which may be used, if and to the extent set 
forth in Section 2.8(b) below, for potential payment to Bayside of the Early Payment Fee (as 
defined in and calculated under the Prepetition Term Loan Agreement) (the “Prepetition Term 
Loan Make Whole Payment”) and interest calculated at the Default Rate (as defined in the 
Prepetition Term Loan Agreement) on the aggregate outstanding principal amount of Term Loan 
(as defined in the Prepetition Term Loan Agreement) (the “Prepetition Term Loan Default 
Interest”) and (v) to pay fees and expenses related to this Agreement and the other Loan 
Documents. 

(b) The Escrow Agreement shall provide that, within ten (10) Business Days of the 
entry of a final, non-appealable order (such order, an “Escrow Release Order”) of the Bankruptcy 
Court (a) directing that all or any portion of either the Prepetition Term Loan Make Whole 
Payment or Prepetition Term Loan Default Interest is due and payable to Bayside, such amount 
set forth in the Escrow Release Order shall be released from the Escrow Account to Bayside, 
and/or (b) determining that Bayside is not entitled to all or any portion of the Prepetition Term 
Loan Make Whole Payment or Prepetition Term Loan Default Interest, such amount set forth in 
the Escrow Release Order shall be released from the Escrow Account to the Administrative 
Agent for application to the Obligations in accordance with Section 2.10(f).  To the extent that 
any settlement is entered into among Bayside and any party alleging that Bayside is not entitled 
to payment of the Prepetition Term Loan Make Whole Payment or Prepetition Term Loan 
Default Interest, such settlement shall require the reasonable consent of the Required Lenders to 
become effective to release funds under the Escrow Agreement. 

Section 2.9. Prepayments; Apportionment and Application. 

(a) Mandatory Prepayments — Agent Election.  The Borrowers shall be required to 
prepay the Obligations in accordance with Section 2.9(c) upon the following events in the 
amounts stated below, in each case within one (1) Business Day of the receipt thereof, 
unless such prepayment is waived in writing by the Administrative Agent with the 
consent of the Required Lenders: 
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(i) upon the receipt by any Group Member of the proceeds of a Carson-
Dellosa Drag-Along Sale or any other voluntary or involuntary Disposition or spin-offs 
of property, divisions, business units, or business lines of a Group Member (including 
casualty losses or condemnations but excluding sales or dispositions which are permitted 
under clause (a) of Section 6.5 and dispositions of Inventory in the ordinary course of 
business), in an amount equal to (x) in the case of Net Cash Proceeds (including 
condemnation awards and payments in lieu thereof) received in respect of ABL DIP 
Credit Priority Collateral by such Group Member in connection with such Dispositions or 
spin-offs, 100% of the amount thereof, and (y) in all other cases, in an amount equal to 
100% of the Net Cash Proceeds (including condemnation awards and payments in lieu 
thereof) received by such Group Member in connection with such Dispositions or spin-
offs; provided, that, nothing contained in this Section 2.9(a)(i) shall permit any Group 
Member to Dispose of any property other than in accordance with Section 6.5;  

(ii) upon the receipt by any Group Member of (1) any net proceeds of 
issuances of Debt for the refinancing of the Obligations, in an amount equal to 100% of 
such amounts, (2) net proceeds of issuances of Debt (other than Debt described in the 
preceding clause (1), and other Permitted Debt), in an amount equal to 50% of such 
amounts, (3) net proceeds of issuances of Equity Interests to any Person other than an 
Obligor, in an amount equal to 50% of such amounts, (4) Extraordinary Receipts 
attributable to or received in respect of Term Loan Priority Collateral, in an amount equal 
to 100% of such amounts, (5) Extraordinary Receipts attributable to or received in respect 
of ABL DIP Credit Priority Collateral, in an amount equal to 0% of such amounts that are 
received prior to Payment in Full of the ABL Priority Debt (as each such term is defined 
in the Intercreditor Agreement) and 100% of such amounts that are received thereafter, 
(6) other Extraordinary Receipts, in an amount equal to 50% of such amounts, (7) any 
proceeds of business interruption insurance, in an amount equal to 50% of such amounts, 
(8) any proceeds of all other insurance in respect of loss or destruction of property and of 
the proceeds of all awards and other recoveries in respect of condemnation and analogous 
events in respect of property, in each case attributable to or received in respect of Term 
Loan Priority Collateral, in an amount equal to 100% of such amounts, and (9) any 
proceeds of all other insurance in respect of loss or destruction of property and of the 
proceeds of all awards and other recoveries in respect of condemnation and analogous 
events in respect of property, in each case attributable to or received in respect of ABL 
DIP Credit Priority Collateral (calculated as determined in Section 5.2 of the Intercreditor 
Agreement), in an amount equal to 0% of such amounts that are received prior to 
Payment in Full of the ABL Priority Debt (as each such term is defined in the 
Intercreditor Agreement) and 100% of such amounts that are received thereafter (in each 
case in clauses (8) and (9) above, subject to exceptions for repairs and replacements 
effected within 60 days of receipt of such insurance proceeds or other award by any 
Group Member and costing up to $200,000 per casualty event); and 

(iii) if any Group Member receives any proceeds of or amounts from the 
Escrow Account, upon such receipt by such Group Member, in an amount equal to the 
amount so received. 
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(b) Voluntary Prepayments.  The Borrowers may prepay the outstanding principal 
amount of any Loan in whole at any time and/or in part, at par, from time to time, upon 
not less than thirty (30) days’, and not more than sixty (60) days’ prior written notice to 
the Administrative Agent, which notice shall be irrevocable once given, provided that (i) 
the Borrowers will remain liable for any breakage costs that may be owing pursuant to 
Section 2.13 after giving effect to such prepayment, and (ii) each partial prepayment that 
is not of the entire outstanding amount of Loans shall be in an aggregate amount that is 
an integral multiple of $1,000,000. 

(c) Prepayments Generally.  The following provisions shall apply to all prepayments 
under Section 2.9(a) and (b)), to the extent specified below: 

(i) any prepayment of the Loans under Section 2.9(a) and (b) shall be applied 
against the outstanding Loans of each Lender pro rata according to each Lender’s 
Percentage of such Loans; 

(ii) at any time that an Application Event has occurred, prepayments under 
Section 2.9(a) shall be applied in accordance with the terms of Section 2.10(f)(ii); 

(iii) [Reserved]; 

(iv) [Reserved]; and 

(v) upon receipt by any Obligor of any Net Cash Proceeds, Extraordinary 
Receipts, net proceeds of issuances of Debt or Equity Interests, insurance proceeds or 
other awards payable in connection with the loss, destruction or condemnation of any 
property, or other amounts described in Section 2.9(a) (except clause (a)(i)(x)), the 
Administrative Borrower shall immediately deposit such funds, or cause such funds to be 
immediately deposited, in the Term Loan Priority Collateral Deposit Account in an 
amount not less than the maximum amount that would be required to be applied to 
prepayment of the Obligations hereunder (assuming none of such proceeds would be 
elected to be used for any permitted repairs or replacements); the Administrative 
Borrower will cause such funds to be maintained in the Term Loan Priority Collateral 
Deposit Account until applied to prepayment of the Obligations, or to a permitted repair 
or replacement, in accordance with the terms of this Section 2.9. 

(d) No Violation of Intercreditor Agreement.  Notwithstanding anything else to the 
contrary in this Agreement, the Borrowers shall not be permitted to make, and the Agent 
and the Lenders shall not be required to receive (and for the avoidance of doubt, if the 
Lenders do so receive, such receipt shall be subject to the Intercreditor Agreement), any 
voluntary prepayments of the Obligations (for the avoidance of doubt, including 
voluntary prepayments pursuant to Section 2.9(b) and also prepayments specified to be in 
such amounts as the Administrative Borrower may elect pursuant to Section 2.9(a)(i)(y)) 
that would contravene, or result in a breach of, any provision of the Intercreditor 
Agreement. 
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Section 2.10. Payments. 

(a) Making of Payments.  All payments and prepayments of principal, interest and 
other amounts due hereunder shall be made (unless otherwise expressly stated in this 
Agreement) to the Administrative Agent for the account of the Lenders pro rata 
according to their respective applicable Percentages.  All payments to the Administrative 
Agent shall be made to the Administrative Agent at its office in New York, New York, 
not later than [2:00] p.m., New York, New York time, on the date due, in Dollars in 
immediately available funds, and funds received after that hour shall be deemed, for 
purposes of determining timeliness of payments and for all purposes of computation of 
interest, to have been received by the Administrative Agent on the next following 
Business Day.  Any payment or prepayment of principal shall be accompanied by 
accrued unpaid interest on such amount of principal paid or prepaid through the date of 
payment or prepayment, and, if applicable, additional compensation calculated in 
accordance with Section 2.13.  The Administrative Agent shall remit to each Lender in 
immediately available funds its share of all such payments received by the Administrative 
Agent for the account of such Lender on the Business Day next succeeding the Business 
Day such payments are received by the Administrative Agent.  If the Administrative 
Agent fails to remit any payment to any Lender when required hereby, the Administrative 
Agent shall pay interest on demand to that Lender for each day during the period 
commencing on the date such remittance was due until the date such remittance is made 
at an annual rate equal to the Federal Funds Rate for such day.  All payments under 
Section 2.11, 2.12 or 2.13 shall be made by the Borrowers directly to each Lender 
entitled thereto. 

(b) Effect of Payments.  Each payment by the Borrowers to the Administrative Agent 
for the account of any Lender pursuant to Section 2.10(a) shall be deemed to constitute 
payment by the Borrowers directly to such Lender, provided, however, that in the event 
any such payment by the Borrowers to the Administrative Agent is required to be 
returned to the Borrowers for any reason whatsoever, then the Borrowers’ obligation to 
such Lender with respect to such payment shall be deemed to be automatically reinstated. 

(c) Distributions by Agent.  Unless the Administrative Agent shall have been notified 
by a Lender or a Borrower prior to the date on which such Lender or Borrower are 
scheduled to make payment to the Administrative Agent of (in the case of a Lender) the 
proceeds of a Loan to be made by it hereunder or (in the case of a Borrower) a payment 
to the Administrative Agent for the account of one or more of the Lenders hereunder 
(such payment by a Lender or Borrower (as the case may be) being herein called a 
“Required Payment”), which notice shall be effective upon receipt, that it does not intend 
to make the Required Payment to the Administrative Agent, the Administrative Agent 
may assume that the Required Payment has been made and may, in reliance upon such 
assumption (but shall not be required to), make the amount thereof available to the 
intended recipient(s) on such date and, if such Lender or Borrower (as the case may be) 
has not in fact made the Required Payment to the Administrative Agent, the recipient(s) 
of such payment shall, on demand, repay to the Administrative Agent the amount so 
made available together with interest thereon for each day during the period commencing 
on the date such amount was so made available by the Administrative Agent until the 
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date the Administrative Agent recovers such amount at a rate (i) equal to the Federal 
Funds Rate for such day, in the case of a Required Payment owing by a Lender, or (ii) 
equal to the applicable rate of interest as provided in this Agreement for the Loans 
(calculated daily and not in respect of any Interest Period), in the case of a Required 
Payment owing by a Borrower. 

(d) Setoff.  Each Borrower agrees that each Lender, subject to such Lender’s sharing 
obligations set forth in Section 8.6, shall have all rights of setoff and bankers’ lien 
provided by Applicable Law, and in addition thereto, each Borrower agrees that if at any 
time any Obligation is due and owing by such Borrower under this Agreement or the 
other Loan Documents to any Lender at a time when an Event of Default has occurred 
hereunder, any Lender may apply any and all balances, credits, and deposits, accounts or 
moneys of such Borrower then or thereafter in the possession of such Lender (excluding, 
however, any trust or escrow accounts held by such Borrower for the benefit of any third 
party) to the payment thereof. 

(e) Due Date Extension.  If any payment of principal of or interest on any Loan or 
any fees payable hereunder falls due on a day that is not a Business Day, then such due 
date shall be extended to the next following Business Day, and (in the case of principal) 
additional interest shall accrue and be payable for the period of such extension. 

(f) Apportionment and Application of Payments. 

(i) So long as no Application Event has occurred, and except as otherwise 
expressly specified herein, all principal and interest payments shall be apportioned 
ratably among the Lenders (according to the unpaid principal balance of the Obligations 
to which such payments relate held by each Lender) and all payments of fees and 
expenses (other than fees or expenses that are for the Agent’s separate account) shall be 
apportioned ratably among the Lenders to which a particular fee or expense relates.  All 
payments to be made hereunder by the Borrowers shall (subject to the last sentence of 
Section 2.10(a) hereof) be remitted to the Administrative Agent and all (subject to 
Section 2.10(f)(iii) hereof) such payments, and all proceeds of Collateral received by the 
Agent, shall be applied, so long as no Application Event has occurred, to reduce the 
balance of the Loans and other Obligations outstanding and, thereafter, to the 
Administrative Borrower or such other Person entitled thereto under Applicable Law. 

(ii) At any time that an Application Event has occurred, all payments remitted 
to the Administrative Agent and all proceeds of Collateral received by the Agent shall be 
applied as follows: 

(A) first, to pay any Agent Expenses (including cost or expense 
reimbursements) or indemnities then due to the Agent under the Loan Documents, 
until paid in full; 

(B) second, to pay any fees or premiums then due to the Agent under 
the Loan Documents until paid in full; 
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(C) third, to pay interest due in respect of all Protective Advances, pro 
rata, until paid in full; 

(D) fourth, to pay the principal of all Protective Advances, pro rata, 
until paid in full; 

(E) fifth, ratably to pay any fees then due to any of the Lenders under 
the Loan Documents until paid in full; 

(F) sixth, ratably to pay interest due in respect of the Loans then 
outstanding until paid in full; 

(G) seventh, ratably to pay the principal of all Loans then outstanding 
until paid in full; 

(H) eighth, ratably to pay all other Obligations; and 

(I) ninth, to the Administrative Borrower or such other Person entitled 
thereto under Applicable Law. 

(iii) In each instance, so long as no Application Event has occurred, Section 
2.10(f)(i) shall not apply to any payment made by the Borrowers to the Administrative 
Agent and specified by the Administrative Borrower to be for the payment of specific 
Obligations then due and payable (or prepayable) under any provision of this Agreement. 

(iv) For purposes of Section 2.10(f)(ii), “paid in full” means payment in cash 
in Dollars of all amounts owing under the Loan Documents according to the terms 
thereof, including loan fees, service fees, professional fees, interest (and specifically 
including interest accrued after the commencement of any Insolvency Proceeding), 
default interest, interest on interest and expense reimbursements, whether or not any of 
the foregoing would be or is allowed or disallowed in whole or in part in any Insolvency 
Proceeding. 

(v) In the event of a direct conflict between the priority provisions of this 
Section 2.10(f) and any other provision contained in any other Loan Document, it is the 
intention of the parties hereto that such provisions be read together and construed, to the 
fullest extent possible, to be in concert with each other.  In the event of any actual, 
irreconcilable conflict that cannot be resolved as aforesaid, the terms and provisions of 
this Section 2.10(f) shall control and govern. 

(g) Administrative Agent Fee.  On the Closing Date the Administrative Borrower 
shall pay, or cause to be paid, to the Administrative Agent, the fees set forth in the Agent 
Fee Letter. 

(h) [Reserved]. 

(i) [Reserved]. 
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(j) Commitment Fees.  On the Closing Date, Administrative Borrower shall pay or 
cause to be paid to the Administrative Agent the fees set forth in the Lender Fee Letter. 

Section 2.11. Taxes. 

(a) Payments.  All payments made by the Loan Parties to the Administrative Agent or 
any other Secured Party (herein any “Payee”) under or in connection with any Loan 
Document shall be made without any setoff or other counterclaim, and shall be free and 
clear of and without deduction or withholding for or on account of any present or future 
Taxes now or hereafter imposed by any Governmental Authority or other authority, 
except to the extent that any such deduction or withholding is compelled by law.  As used 
herein, the term “Taxes” means all income, excise and other taxes of whatever nature, as 
well as all levies, imposts, remittances, duties, charges, or fees of whatever nature, 
including any interest, additions to Tax or penalties applicable thereto.  If a Withholding 
Agent is compelled by law to make any deductions or withholdings on account of any 
Taxes (including any foreign withholding):: 

(i) if such deducted or withheld Tax is an Indemnified Tax, the applicable 
Loan Party shall pay such additional amounts (including, without limitation, any 
penalties, interest or expenses) as may be necessary in order that the net amount received 
by the Payee after such deductions or withholdings (including any required deduction or 
withholding on such additional amounts) shall equal the amount the Payee would have 
received had no such deductions or withholdings been made; and 

(ii) the applicable Withholding Agent shall timely pay to the relevant 
authorities the full amount required to be so withheld or deducted (including with respect 
to such additional amounts); and 

(iii) (x) if the applicable Withholding Agent is a Loan Party, such Loan Party 
shall promptly forward to the Administrative Agent (for prompt delivery to the 
appropriate Payee) an official receipt or other documentation satisfactory to the 
Administrative Agent evidencing such payment to such authorities in accordance with 
Section 2.11(d), and (y) if the applicable Withholding Agent is the Administrative Agent, 
the Administrative Agent shall, within 30 days after the payment of such withheld or 
deducted Taxes, promptly forward to the applicable Payee an official receipt or other 
documentation satisfactory to the Payee evidencing such payment to such authorities. 

If any Taxes otherwise payable by a Loan Party pursuant to the foregoing are directly 
asserted against a Payee, such Payee may pay such Taxes and such Loan Party promptly 
shall reimburse such Payee to the full extent otherwise required under this Section 2.11. 

(b) Other Taxes.  In addition, the Loan Parties shall timely pay any present or future 
stamp, recording, filing or documentary taxes or any other excise or property taxes, 
charges or similar levies that arise from any payment made by a Loan Party hereunder or 
under any other Loan Documents or from the execution, delivery or registration of, 
performing under, the receipt or perfection of a security interest under, or otherwise with 
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respect to, this Agreement or the other Loan Documents (hereinafter referred to as “Other 
Taxes”). 

(c) Indemnification by Loan Parties.  The Loan Parties shall indemnify each Lender 
and the Administrative Agent for and hold it harmless against the full amount of any 
Indemnified Taxes and Other Taxes (including, without limitation, taxes of any kind 
imposed or asserted by any jurisdiction on amounts payable under this Section 2.11) 
imposed on or paid or remitted by such Lender or the Administrative Agent (as the case 
may be), or required to be withheld or deducted from a payment to such Lender or 
Administrative Agent, and any liability (including penalties, interest and reasonable 
expenses) arising therefrom or with respect thereto. This indemnification shall be made 
within 30 days from the date such Lender or the Administrative Agent (as the case may 
be) makes written demand therefor with appropriate supporting documentation.   

(d) Evidence of Payment.  Within 30 days after the date of any payment of Taxes by 
a Loan Party, the appropriate Loan Party shall furnish to the Administrative Agent, at its 
address referred to in Section 10.3, the original or a certified copy of a receipt evidencing 
such payment to the extent such a receipt is issued therefor, or other written proof of 
payment thereof that is reasonably satisfactory to the Administrative Agent. In the case of 
any payment hereunder or under the Notes or any other documents to be delivered under 
the Loan Documents by or on behalf of a Loan Party through an account or branch 
outside the United States or by or on behalf of a Loan Party by a payor that is not a 
United States person, if such Loan Party determines that no Taxes are payable in respect 
thereof, such Loan Party shall furnish, or shall cause such payor to furnish, to the 
Administrative Agent, at such address, an opinion of counsel reasonably acceptable to the 
Administrative Agent stating that such payment is exempt from Taxes. For purposes of 
this subsection (d) and subsection (e), the terms “United States” and “United States 
person” shall have the meanings specified in Section 7701 of the IR Code. 

(e) Exemption from Withholding.  Any Lender that is entitled to an exemption from 
or reduction of withholding Tax under the law of the jurisdiction in which the Borrower 
is located, or any treaty to which such jurisdiction is a party, with respect to payments 
under this Agreement shall deliver to the Administrative Borrower (with a copy to the 
Administrative Agent), to the extent such Lender is legally entitled to do so, at the time or 
times prescribed by applicable law, such properly completed and executed documentation 
prescribed by applicable law as may reasonably be requested by the Borrower to permit 
such payments to be made without such withholding Tax or at a reduced rate; provided 
that no Lender shall have any obligation under this paragraph (e) with respect to any 
withholding Tax imposed by any jurisdiction if in the reasonable judgment of such 
Lender such compliance would subject such Lender to any material unreimbursed cost or 
expense or would otherwise be prejudicial to such Lender in any material respect. 

(f) FATCA.  If a payment made to a Lender hereunder or under any Loan Documents 
would be subject to U.S. federal withholding Tax imposed by FATCA if such Lender 
were to fail to comply with the applicable reporting requirements of FATCA (including 
those contained in Section 1471(b) or 1472(b) of the IR Code, as applicable), such 
Lender shall deliver to the Administrative Borrower and the Administrative Agent at the 
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time or times prescribed by law and at such time or times reasonably requested by the 
Administrative Borrower or the Administrative Agent such documentation prescribed by 
applicable law (including as prescribed by Section 1471(b)(3)(C)(i) of the IR Code) and 
such additional documentation reasonably requested by the Administrative Borrower or 
the Administrative Agent as may be necessary for the Administrative Borrower and the 
Administrative Agent to comply with their obligations under FATCA and to determine 
that such Lender has complied with such Lender’s obligations under FATCA or to 
determine the amount to deduct and withhold from such payment.  Solely for the 
purposes of this subsection (f), “FATCA” shall include any amendments made to 
FATCA after the date of this Agreement. 

(g) Without limitation to any provision of Section 2.11(e), if any form or document 
referred to in Section 2.11(e) requires the disclosure of information, other than 
information necessary to compute the Tax payable and information required on the 
Closing Date by IRS Form W-8BEN or W-8ECI or the related certificate described 
above, that the applicable Lender reasonably considers to be confidential, the Lender 
shall give notice thereof to the Administrative Borrower and shall not be obligated to 
include in such form or document such confidential information, except (in the sole 
discretion of such Lender) directly to a Governmental Authority or other Person subject 
to a reasonable confidentiality agreement. In addition, upon the written request of the 
Administrative Borrower or the Administrative Agent, the applicable Lender or the 
Administrative Agent shall provide any other certification, identification, information, 
documentation or other reporting requirement required under Section 2.11(e) if (i) 
delivery thereof is required by a change in the law, regulation, administrative practice or 
any applicable tax treaty as a precondition to exemption from or a reduction in the rate of 
deduction or withholding; (ii) the Administrative Agent or Lender, as the case may be, is 
legally entitled to make delivery of such item; and (iii) delivery of such item will not 
result in material additional costs unless Administrative Borrower shall have agreed in 
writing to indemnify Lender or the Administrative Agent for such costs.   

(h) Additional Amounts Payable. Any Lender claiming any additional amounts 
payable pursuant to this Section 2.11 agrees to use reasonable efforts (consistent with its 
internal policy and legal and regulatory restrictions) to change the jurisdiction of its 
applicable lending office if the making of such a change would avoid the need for, or 
reduce the amount of, any such additional amounts that may thereafter accrue and would 
not, in the judgment of such Lender, be otherwise disadvantageous to such Lender. 

(i) Refund of Taxes. If any Lender (in its sole discretion) or the Administrative 
Agent (at the direction of the Required Lenders in their sole discretion) determines that it 
has actually and finally received a refund of any Taxes paid or reimbursed by a Loan 
Party pursuant to subsection (a) or (c) above in respect of payments under this Agreement 
or the other Loan Documents, such Lender or the Administrative Agent, as the case may 
be, shall pay to the applicable Loan Party, with reasonable promptness following the date 
on which it actually receives such refund, an amount equal to such refund, net of all out-
of-pocket expenses in securing such refund; provided, that the Loan Parties, upon the 
request of the Administrative Agent or such Lender, agree to repay the amount paid (with 
interest and penalties) over to any Loan Party to the Administrative Agent or such Lender 
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in the event the Administrative Agent or such Lender is required to repay such amount to 
such Governmental Authority.  This Section 2.11(i) shall not be construed to require the 
Administrative Agent or any Lender to make available its Tax returns (or any other 
information relating to its Taxes which it deems confidential) to the Loan Parties or any 
other person. Notwithstanding anything to the contrary in this paragraph (i), in no event 
will a Lender or the Administrative Agent, as the case may be, be required to pay any 
amount to a Loan Party pursuant to this paragraph (i) if such payment would place the 
Lender or the Administrative Agent in a less favorable net after-Tax position than the 
Lender or the Administrative Agent would have been in if the Tax subject to 
indemnification and giving rise to such refund had not been deducted, withheld or 
otherwise imposed and the indemnification payments or additional amounts with respect 
to such Tax had never been paid. 

(j) Indemnification of Administrative Agent. Each Lender shall severally indemnify 
the Administrative Agent, within ten (10) days after demand therefor, for (i) any 
Indemnified Taxes or Other Taxes attributable to such Lender (but only to the extent that 
any Loan Party has not already indemnified the Administrative Agent for such 
Indemnified Taxes and Other Taxes and without limiting the obligation of the Loan 
Parties to do so) and (ii) any Excluded Taxes attributable to such Lender, in each case, 
that are payable or paid by the Administrative Agent in connection with any Loan 
Document, and any reasonable expenses arising therefrom or with respect thereto, 
whether or not such Taxes were correctly or legally imposed or asserted by the relevant 
governmental authority. A certificate as to the amount of such payment or liability 
delivered to any Lender by the Administrative Agent shall be conclusive absent manifest 
error. Each Lender hereby authorizes the Administrative Agent to set off and apply any 
and all amounts at any time owing to such Lender under any Loan Document or 
otherwise payable by the Administrative Agent to the Lender from any other source 
against any amount due to the Agent under this Section 2.11(j). For the avoidance of 
doubt, except as otherwise provided in Section 2.11(a), Section 2.11(b) and Section 
2.11(c), nothing in this Section 2.11(j) shall result in any increase in the liability of any 
Loan Party to any Lender or the Administrative Agent for Taxes or Other Taxes. 

Section 2.12. Increased Costs; Capital Adequacy; Funding Exceptions. 

(a) Increased Costs on LIBOR Rate.  If Regulation D of the Board of Governors of 
the Federal Reserve System or after the date of this Agreement the adoption of any 
applicable law, rule or regulation, or any change in any existing law, or any change in the 
interpretation or administration thereof by any governmental authority, central bank or 
comparable agency charged with the interpretation or administration thereof, or 
compliance by a Lender with any request or directive (whether or not having the force of 
law) of any such authority, central bank or comparable agency, shall: 

(i) subject a Lender to or cause the withdrawal or termination of any 
exemption previously granted to a Lender with respect to, any tax, duty or other charge 
with respect to its Loans or its obligation to make Loans, or shall change the basis of 
taxation of payments to a Lender of the principal of or interest under this Agreement in 
respect of its Loans or its obligation to make Loans (except for changes in the rate of tax 
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on the overall net income of a Lender imposed by the jurisdictions in which such 
Lender’s principal executive office is located or in which such Lender is organized), or 

(ii) impose, modify or deem applicable any reserve (including, without 
limitation, any reserve imposed by the Board of Governors of the Federal Reserve 
System, but excluding any reserve included in the determination of interest rates pursuant 
to Section 2.4), special deposit or similar requirement against assets of, deposits with or 
for the account of, or credit extended by, a Lender; or 

(iii) impose on a Lender any other condition affecting its making, maintaining 
or funding of its Loans or its obligation to make Loans; 

and the result of any of the foregoing is to increase the cost to an affected Lender of making or 
maintaining any Loan, or to reduce the amount of any sum received or receivable by such Lender 
under this Agreement or with respect to a Loan, then the affected Lender will notify the 
Administrative Borrower and the Administrative Agent of such increased cost and within fifteen 
(15) days after demand by such Lender (which demand shall be accompanied by a statement 
setting forth the basis of such demand) and the Borrowers shall pay to such Lender such 
additional amount or amounts as will compensate the Lender for such increased cost or such 
reduction.  Each Lender will notify the Administrative Borrower of any event of which it has 
knowledge, occurring after the date hereof, which will entitle such Lender to compensation 
pursuant to this Section 2.12.  The obligations of the Borrowers under this Section 2.12(a) shall 
survive any termination of this Agreement. 

(b) Capital Adequacy.  If a Lender determines at any time that such Lender’s Return 
has been reduced as a result of any Capital Adequacy Rule Change, such Lender may 
require the Borrowers to pay to such Lender the amount necessary to restore such 
Lender’s Return to what it would have been had there been no Capital Adequacy Rule 
Change.  For purposes of this Section 2.12(b), the following definitions shall apply: 

(i) “Return”, for any fiscal quarter or shorter period, means the percentage 
determined by dividing (A) the sum of interest and ongoing fees earned by a Lender 
under this Agreement during such period by (B) the average capital such Lender is 
required to maintain during such period as a result of its being a party to this Agreement, 
as determined by such Lender based upon its total capital requirements and a reasonable 
attribution formula that takes account of the Capital Adequacy Rules then in effect.  
Return may be calculated for a Lender for each fiscal quarter and for the shorter period 
between the end of a fiscal quarter and the date of termination in whole of this 
Agreement. 

(ii) “Capital Adequacy Rule” means any law, rule, regulation or guideline 
regarding capital adequacy that applies to a Lender, or the interpretation thereof by any 
Governmental Authority.  Capital Adequacy Rules include rules requiring financial 
institutions to maintain total capital in amounts based upon percentages of outstanding 
loans, binding loan commitments and letters of credit. 
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(iii) “Capital Adequacy Rule Change” means any change in any Capital 
Adequacy Rule occurring after the date of this Agreement, but does not include any 
changes in applicable requirements that at the date hereof are scheduled to take place 
under the existing Capital Adequacy Rules or any increases in the capital that a Lender is 
required to maintain to the extent that the increases are required due to a regulatory 
authority’s assessment of such Lender’s financial condition. 

The initial notice sent by a Lender shall be sent after such Lender learns that its Return has been 
reduced, shall include a demand for payment of the amount necessary to restore such Lender’s 
Return through and including the quarter in which the notice is sent, and shall state in reasonable 
detail the cause for the reduction in such Lender’s Return and such Lender’s calculation of the 
amount of such reduction.  Thereafter, a Lender may send a new notice during each fiscal quarter 
setting forth the calculation of the reduced Return for that quarter and including a demand for 
payment of the amount necessary to restore such Lender’s Return for that quarter.  A Lender’s 
calculation in any such notice shall be conclusive and binding absent demonstrable error. 

(c) Basis for Determining Interest Rate Inadequate or Unfair.  If with respect to any 
Interest Period: 

(i) the Administrative Agent determines, or the Required Lenders determine 
and advise the Administrative Agent (which determination shall be binding and 
conclusive on all parties), that deposits in Dollars (in the applicable amounts) are not 
being offered in the London interbank eurodollar market for such Interest Period; or 

(ii) the Administrative Agent otherwise determines, or the Required Lenders 
determine and advise the Administrative Agent (which determination shall be binding 
and conclusive on all parties), that by reason of circumstances affecting the London 
interbank eurodollar market adequate and reasonable means do not exist for ascertaining 
the applicable LIBOR Rate; or 

(iii) the Administrative Agent otherwise determines, or the Required Lenders 
determine and advise the Administrative Agent (which determination shall be binding 
and conclusive on all parties), that the LIBOR Rate as determined by the Administrative 
Agent will not adequately and fairly reflect the cost to the Lenders of maintaining or 
funding a Loan for such Interest Period, or that the making or funding of Loans has 
become impracticable as a result of an event occurring after the date of this Agreement 
which in the opinion of such Lenders materially affects such Loans; 

then the Administrative Agent shall promptly notify the affected parties and the 
Administrative Borrower shall enter into good faith negotiations with each affected 
Lender in order to determine an alternate method to determine the LIBOR Rate for such 
Lender. 

(d) Illegality.  In the event that any change in (including the adoption of any new) 
Applicable Laws, or any change in the interpretation of Applicable Laws by any 
Governmental Authority, including any central bank or comparable agency or any other 
regulatory body, charged with the interpretation, implementation or administration 
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thereof, or compliance by a Lender with any request or directive (whether or not having 
the force of law) of any such Governmental Authority, including any central bank or 
comparable agency or other regulatory body, should make it unlawful or, in the good 
faith judgment of the affected Lender, shall raise a substantial question as to whether it is 
unlawful, for such Lender to make, maintain or fund Loans, then (i) the affected Lender 
shall promptly notify the Administrative Borrower and the Administrative Agent, (ii) the 
obligation of the affected Lender to make Loans shall, upon the effectiveness of such 
event, be suspended for the duration of such unlawfulness, and (iii) the Borrowers shall 
prepay all applicable Loans of such Lender, either on the last day of the Interest Period 
therefor, if such Lender may lawfully continue to maintain such Loans to such day, or 
immediately, if such Lender may not lawfully continue to maintain such Loans.  Upon 
any such prepayment or conversion, the Borrowers shall also pay accrued interest on the 
amount so prepaid. 

(e) Procedures to Mitigate.  If circumstances arise in respect of any Lender which 
would, or would upon the giving of notice, result in any liability of the Borrowers under 
Section 2.11 or this Section 2.12 then, without in any way limiting, reducing or otherwise 
qualifying the Borrowers’ obligations under Section 2.11 or this Section 2.12, such 
Lender shall promptly, upon becoming aware of the same, notify the Administrative 
Agent and the Administrative Borrower thereof and shall, in consultation with the 
Administrative Agent and the Administrative Borrower and to the extent that it can do so 
without, in its reasonable judgment, disadvantaging itself, take such reasonable steps, at 
the sole expense of the Borrowers, as may be available to it to mitigate the effects of such 
circumstances (including, without limitation, the designation of an alternate office in 
accordance with Section 2.11(h) or the transfer of its Loans to another office).  If and so 
long as a Lender has been unable to take, or has not taken, steps reasonably acceptable to 
the Administrative Borrower and the Administrative Agent to mitigate the effect of the 
circumstances in question, such Lender shall be obliged, at the request of the 
Administrative Borrower or the Administrative Agent, to assign all its rights and 
obligations hereunder to another Person designated by the Administrative Agent, or the 
Administrative Borrower with the approval of the Administrative Agent (which shall not 
be unreasonably withheld or delayed), and willing to enter this Agreement in place of 
such Lender; provided that such Person satisfies all of the requirements of this 
Agreement, including, but not limited to, providing the forms and documents required by 
Section 8.12 and any such Person shall cover all costs incurred in connection with 
effecting such replacement. 

Section 2.13. Funding Losses.  Each Borrower hereby agrees that upon demand by any 
Lender (which demand shall be accompanied by a statement setting forth the basis for the 
calculations of the amount being claimed) such Borrower will indemnify such Lender against 
any loss or expense which such Lender may have sustained or incurred (including, without 
limitation, any net loss or expense incurred by reason of the liquidation or reemployment of 
deposits or other funds acquired by such Lender to fund or maintain Loans) or which such 
Lender may be deemed to have sustained or incurred, as reasonably determined by such Lender, 
(i) as a consequence of any failure by the Borrowers to make any payment when due of any 
amount due hereunder in connection with any Loans, or (ii) due to any failure of the Borrowers 
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to borrow on a date specified therefor in a Notice of Borrowing.  For this purpose, all notices 
under Section 2.2 shall be deemed to be irrevocable. 

Section 2.14. Right of Lenders to Fund through Other Offices.  Each Lender, if it so 
elects, may fulfill its agreements hereunder with respect to any Loan by causing a foreign branch 
or Affiliate of such Lender to make such Loan; provided, that in such event the obligation of the 
Borrowers to repay such Loan shall nevertheless be to such Lender and such Loan shall be 
deemed held by such Lender for the account of such branch or Affiliate. 

Section 2.15. Discretion of Lenders as to Manner of Funding.  Notwithstanding any 
provision of this Agreement to the contrary, each Lender shall be entitled to fund and maintain 
all or any part of its Loans in any manner it deems fit, it being understood, however, that for the 
purposes of this Agreement (specifically including, without limitation, Section 2.13 hereof) all 
determinations hereunder shall be made as if each Lender had actually funded and maintained 
each Loan during each Interest Period for such Loan through the purchase of deposits having a 
maturity corresponding to such Interest Period and bearing an interest rate equal to the 
appropriate LIBOR Rate for such Interest Period. 

Section 2.16. Conclusiveness of Statements; Survival of Provisions.  Determinations 
and statements of a Lender pursuant to Section 2.11, 2.12, or 2.13 shall be conclusive absent 
demonstrable error.  Each Lender may use reasonable averaging and attribution methods in 
determining compensation pursuant to such Sections 2.11, 2.12, or 2.13 and the provisions of 
Sections 2.11, 2.12, and 2.13 and the obligations of the Borrowers thereunder shall survive 
termination of this Agreement. 

Section 2.17. Protective Advances. 

(a) The Administrative Agent hereby is authorized by each Borrower and the Lenders 
(but is not obligated to), from time to time at the direction of the Required Lenders, (i) 
after the occurrence of a Default or an Event of Default, or (ii) at any time that any of the 
other applicable conditions precedent set forth in Article III are not satisfied, to make 
advances to the Borrowers on behalf of the Lenders that the Required Lenders, in their 
Permitted Discretion, deem necessary or desirable (A) to preserve or protect the 
Collateral, or any portion thereof, (B) to enhance the likelihood of repayment of the 
Obligations, or (C) to pay any other amount chargeable to the Borrowers pursuant to the 
terms of this Agreement, including Agent Expenses (any of the advances described in this 
Section 2.17(a) shall be referred to as “Protective Advances”), which Protective 
Advances shall bear interest at all times at the same rate as would be applicable during 
the continuation of an Event of Default to the Loans, whether or not an Event of Default 
then exists. 

(b) All payments on the Protective Advances shall be payable to the Administrative 
Agent for the ratable benefit of the Lenders.  The principal of and accrued unpaid interest 
on the Protective Advances shall be payable on demand from time to time, and shall be 
secured by the Agent’s Liens, and constitute Obligations hereunder.  The provisions of 
this Section 2.17 are for the exclusive benefit of the Administrative Agent and the 
Lenders, and are not intended to benefit the Obligors in any way, and in no event shall a 
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Borrower or any other Obligor be deemed a beneficiary of this Section nor authorized to 
enforce any of its terms. 

Section 2.18. Maximum Interest.  Notwithstanding anything to the contrary contained in 
any Loan Document, the interest paid or agreed to be paid under the Loan Documents shall not 
exceed the maximum rate of non-usurious interest permitted by Applicable Law (the “maximum 
rate”).  If any Secured Party shall receive interest hereunder in an amount that exceeds the 
maximum rate, the excess interest shall be applied to the principal of the Obligations or, if it 
exceeds such unpaid principal, refunded to the Administrative Borrower.  In determining 
whether the interest contracted for, charged or received by a Secured Party exceeds the 
maximum rate, such Person may, to the extent permitted by Applicable Law, (a) characterize any 
payment that is not principal as an expense, fee or premium rather than interest; (b) exclude 
voluntary prepayments and the effects thereof; and (c) amortize, prorate, allocate and spread in 
equal or unequal parts the total amount of interest throughout the contemplated term of the 
Obligations hereunder. 

Section 2.19. Defaulting Lenders.  The failure of any Lender to fund a Loan or to 
otherwise perform its obligations hereunder (any Lender who fails to fund a Loan or to otherwise 
perform its obligations hereunder, a “Defaulting Lender”) shall not relieve any other Lender of 
its obligations, and no Lender shall be responsible for default by another Lender.  The Lenders 
and the Administrative Agent agree (which agreement is solely among them, and not for the 
benefit of or enforceable by any Borrower or other Group Member) that, solely for purposes of 
determining a Defaulting Lender’s right to vote on matters relating to the Loan Documents and 
to share in payments, fees and Collateral proceeds thereunder, a Defaulting Lender shall not be 
deemed to be a “Lender” until all its defaulted obligations have been cured. 

ARTICLE III 
CONDITIONS OF LENDING 

Section 3.1. Conditions Precedent to the Closing Date.  The obligation of each Lender 
to make Loans on the Closing Date hereunder is subject to the satisfaction or due waiver of each 
of the following conditions precedent, on or before February 27, 2013, in each case in form and 
substance satisfactory to the Administrative Agent (at the direction of the Required Lenders): 

(a) Certain Documents.  The Administrative Agent shall have received on or prior to 
the Closing Date each of the following, each (in the case of clauses (i) through (iii), and 
(v) through (ix)) dated the Closing Date unless otherwise agreed by the Administrative 
Agent, in form and substance reasonably satisfactory to the Administrative Agent, the 
Lenders and their counsel: 

(i) This Agreement, the Notes (if requested by any Lender) and each of the 
other Loan Documents (other than the Collateral Access Agreements, the Control 
Agreements and any Mortgages), including, without limitation, the Security Agreement, 
the Intellectual Property Security Agreements, the Intercompany Subordination and 
Payment Agreement,  in each case fully executed and delivered by all parties thereto; 
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(ii) Copies of all ABL DIP Credit Documents, including copies of all executed 
counterparts thereof where applicable; 

(iii) A certificate or certificates of the Secretary or an Assistant Secretary of 
each Obligor, attesting to and attaching (i) a complete and correct copy of the corporate 
resolution of such Person authorizing the execution, delivery and performance of each 
Loan Document to which such Person is a party, certified as of the Closing Date as being 
in full force and effect without modification, amendment or revocation, (ii) the names, 
titles and signatures of the officers of such Person authorized to execute and deliver Loan 
Documents, (iii) a complete and correct copy of each Constituent Document of such 
Person (as in effect on the Closing Date) that is on file with any Governmental Authority 
in the jurisdiction, of organization of such Person, certified as of a recent date by such 
Governmental Authority, together with, if applicable, certificates attesting to the good 
standing of such Person in such jurisdiction and (iv) a complete and correct copy of each 
other Constituent Document of such Person (as in effect on the Closing Date); 

(iv) [Reserved]; 

(v) A certificate of a Responsible Officer to the effect that each condition set 
forth in this Section 3.1 and Section 3.2 has been satisfied; 

(vi) The executed and favorable legal opinions of independent counsel for the 
Obligors addressing such matters as the Administrative Agent or the Lenders may 
reasonably request; 

(vii) Evidence of general liability insurance, property, casualty and business 
interruption insurance, product liability insurance, directors’ and officers’ liability 
insurance, fiduciary liability insurance, and employment practices liability insurance, as 
well as insurance against larceny, embezzlement, and criminal misappropriation, in each 
case with respect to the insurance coverage required by Section 5.6; and 

(viii) Copies of each of the Material Contracts, in form and substance 
satisfactory to the Lenders;  

(b) The absence (i) since December 29, 2012, of any event or circumstance, including 
any event or circumstance generally affecting the industry or industries in which the 
Obligors operate, that could reasonably be expected to have a Material Adverse Effect, 
other than matters described in the Administrative Borrower’s annual report on form 10K 
for the period ended April 30, 2012, or quarterly reports on form 10Q for the periods 
ending July 28, 2012 and October 27, 2012, which have been previously delivered to the 
Administrative Agent, and (ii) of any material pending or threatened action, suit, 
investigation, litigation, proceeding, bankruptcy or insolvency, injunction, order or claims 
in any court or  before any arbitrator or governmental instrumentality with respect to any 
Group Member, except as specified on Schedule 4.6, that (i) could reasonably be 
expected to result in a Material Adverse Effect, or except as disclosed, if adversely 
determined, could reasonably be expected to result in a Material Adverse Effect or (ii) 
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restrains, prevents or imposes or can reasonably be expected to impose materially adverse 
conditions upon this Agreement, the Collateral or the transactions contemplated thereby. 

(c) The absence, as of the Closing Date and after giving effect to all of the 
transactions contemplated hereby, including, without limitation, the payment of all 
Closing Date fees and expenses, of any Default or Event of Default under this Agreement 
or any default or violation (howsoever defined) under any other Material Contract of any 
Group Member (except for the filing, commencement and continuation of the Chapter 11 
Cases and the events that customarily result from the filing, commencement and 
continuation of the Chapter 11 Cases (including any litigation resulting therefrom)). 

(d) The Lenders shall be satisfied that, subject only to the funding of any Loans 
hereunder, (i) the proceeds of the Loans are being applied in accordance with the 
provisions of Section 2.8, and (ii) all Related Transactions shall have been consummated 
or shall be consummated simultaneously with the closing of the transactions 
contemplated hereunder. 

(e) The Lenders shall be satisfied with the corporate structure, ultimate ownership 
and management of the Obligors (it being agreed that the current corporate structure and 
ultimate ownership as disclosed to the Bankruptcy Court in the Chapter 11 Cases on the 
Petition Date, is acceptable) and the management of the Obligors (it being agreed that the 
current management of the Obligors as disclosed to the Bankruptcy Court in the Chapter 
11 Cases on the Petition Date, is acceptable). 

(f) Appropriate UCC financing statements, Intellectual Property records and other 
filings shall have been duly filed (or, in the case of Intellectual Property records, shall 
have been prepared for filing in form and substance satisfactory to the Lenders and 
executed and delivered to the Administrative Agent) in such office or offices as may be 
necessary or, in the opinion of the Administrative Agent, desirable to perfect the 
Collateral Agent’s first priority Liens in and to the Term Loan Priority Collateral and 
second priority Liens in and to the ABL DIP Credit Priority Collateral, and the 
Administrative Agent shall have received searches reflecting the filing of all such 
financing statements, records and filings (except for such Intellectual Property records as 
have been prepared and delivered to the Administrative Agent but not filed) and the 
absence of any Liens other than Permitted Liens and Liens for which the Administrative 
Agent has received releases, terminations, and such other documents as the Lenders may, 
in their sole discretion, request to evidence and effectuate the termination and release of 
such Liens and the termination of the financing arrangements that any Borrower or any 
other Obligor may currently have in place giving rise to such Liens.  The Collateral 
Agent, for the benefit of itself and the Secured Parties, shall hold perfected and first 
priority Liens in and to the Term Loan Priority Collateral and perfected second priority 
Liens in and to the ABL DIP Credit Priority Collateral, including (i) all personal property 
other than titled vehicles with an aggregate fair market value not to exceed $200,000, and 
(ii) all fee owned Real Property owned by the Obligors, and the Administrative Agent 
shall have received such evidence of the foregoing as it requires. 
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(g) Payment by the Borrowers, on or prior to the Closing Date, of all fees and 
expenses owing and payable to the Agent, the Lenders and their respective Affiliates as 
of the Closing Date and, without duplication, all fees, expenses and other amounts 
payable set forth herein and costs and expenses incurred by the Agent, the Lenders, the 
Borrowers and/or their respective Affiliates in connection with the transactions 
contemplated hereby. 

(h) Payment in cash by the Borrowers, to the extent invoiced to the Borrowers, of all 
fees, costs, disbursements and expenses of (i) the Administrative Agent (including fees, 
costs, disbursements and expenses of its counsel, Stroock, and their local counsel) and (ii) 
the Lenders (including fees, costs, disbursements and expenses of (a) their outside 
counsel, Stroock, and their local counsel, (b) a financial advisor to the Lenders, if any, 
and (c) any other professional advisors retained by the Lenders or their counsel). 

(i) Each Obligor shall have received all consents and authorizations required 
pursuant to any Material Contract with any other Person and shall have obtained all 
Permits of, and effected all notices to and filings with, any Governmental Authority, in 
each case, without the imposition of any conditions that are not acceptable to the 
Administrative Agent and the Required Lenders, and as may be necessary (i) in 
connection with continued operation of the business conducted by each Obligor in 
substantially the same manner as conducted prior to the Closing Date, or (ii) in 
connection with the consummation of the transactions contemplated in any Loan 
Document or ABL DIP Credit Document (including the Related Transactions).  Each 
such consent, authorization and Permit shall be in full force and effect.  All applicable 
waiting periods shall have expired without any action being taken or threatened by any 
competent authority or other applicable Person that would restrain, prevent or otherwise 
impose adverse conditions on the transactions contemplated by the Loan Documents or 
the ABL DIP Credit Documents or the Related Transactions.  No action, request for stay, 
petition for review or rehearing, reconsideration, or appeal with respect to any of the 
foregoing shall be pending, and the time for any applicable Governmental Authority or 
other Person to take action to set aside its consent on its own motion shall have expired. 

(j) The materials furnished to the Administrative Agent by the Obligors prior to and 
on the Closing Date, taken as a whole, shall have contained no misstatement of material 
fact and shall have omitted no material fact required to be stated in order to make the 
statements therein contained not misleading in light of the circumstances under which 
made.  The Administrative Agent shall be reasonably satisfied that any financial 
statements and other financial information delivered to it by the Obligors fairly present 
the business and financial condition of the Obligors. 

(k) The Administrative Agent shall have received all documentation and other 
information required by bank regulatory authorities under applicable “know-your-
customer” and anti-money laundering rules and regulations, including the USA Patriot 
Act. 

(l) An Acceptable Cash Management System shall have been entered into, and the 
Cash Management Accounts shall have been established, and all documentation relating 



 

60 
 

to the foregoing shall have been executed and delivered to the Administrative Agent by 
all parties thereto. 

(m) The Borrowers and the Lenders shall have agreed upon an Approved Budget, and 
the Administrative Agent and the Lenders shall have received all items constituting the 
Approved Budget. 

(n) The Borrowers shall have confirmed that the Prepetition Indebtedness (other than 
Intercompany Debt listed on Schedule 6.2 hereto) is not greater than $200,000,000 and 
that the aggregate outstanding principal amount under the Prepetition Term Loan 
Agreement is $67,000,000. 

(o) The Prepetition ABL Credit Lenders will have entered into ABL DIP Credit 
Documents acceptable to the Administrative Agent to provide the Borrowers with DIP 
financing that when combined with the obligations in respect of the Prepetition ABL 
Credit Documents will not exceed $175,000,000. 

(p) [Reserved.] 

(q) All motions and other documents to be filed with and submitted to the Bankruptcy 
Court related to this Agreement and the approval thereof shall be in form and substance 
satisfactory to the Lenders. 

(r) There shall not exist any law, regulation, ruling, judgment, order, injunction or 
other restraint that, in the judgment of the Administrative Agent at the direction of the 
Required Lenders, prohibits, restricts or imposes a materially adverse condition on the 
Borrowers or the Guarantors, this Agreement or the exercise by the Administrative Agent 
at the direction of the Lenders of its rights as a secured party with respect to the 
Collateral. 

(s) The Bankruptcy Court shall have entered an Interim Order not later than on the 
first Business Day after the date on which the motion to approve the Interim Order is 
heard, in form and substance satisfactory to the Administrative Agent and the Required 
Lenders, which Interim Order shall include, without limitation, copies of this Agreement 
and the Approved Budget as exhibits thereto, entered on notice to such parties as may be 
satisfactory to the Administrative Agent and the Lenders, (i) authorizing and approving 
this Agreement and the Transactions contemplated hereby, including, without limitation, 
the granting of the superpriority status, security interests and priming liens, and the 
payment of all fees, referred to herein; (ii) lifting or modifying the automatic stay to 
permit the Obligors to perform their obligations and the Lenders to exercise their rights 
and remedies with respect to the Facility; (iii) authorizing the use of cash collateral and 
providing for adequate protection to the extent agreed by the Lenders; and (iv) reflecting 
such other terms and conditions that are satisfactory to the Administrative Agent and the 
Lenders in their sole discretion; which Interim Order shall be in full force and effect, 
shall not have been reversed, vacated or stayed and shall not have been amended, 
supplemented or otherwise modified without the prior written consent of the 
Administrative Agent and the Required Lenders. 
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(t) The Escrow Account shall be established under the Escrow Agreement. 

(u) The Term Loan Priority Collateral Deposit Account shall have been established. 

(v) Such other items as the Administrative Agent or the Required Lenders shall 
reasonably require. 

Section 3.2. Additional Conditions Precedent to Each Loan.  The obligation of each 
Lender to make a Loan on or after the Closing Date shall be subject to the satisfaction of each of 
the following further conditions precedent as of such date: 

(a) the representations and warranties contained in Article IV hereof shall be true and 
correct in all material respects (without duplication of any materiality qualifier contained 
herein) as though made on and as of such date (and each Borrower shall be deemed to 
have so made each such representation and warranty on and as of such date). 

(b) no event shall have occurred, or would result from the making of the Loans or the 
ABL DIP Credit Loans or consummation of the transactions contemplated by the Loan 
Documents and the ABL DIP Credit Documents or the Related Transactions that, with 
the giving of notice or lapse of time or both, if required, constitutes, or would give rise to, 
a Default or an Event of Default. 

(c) With respect to the making of a Loan (except with respect to the Initial Borrowing 
on the Closing Date), the Administrative Agent shall have timely received a Notice of 
Borrowing in compliance with the terms hereof. 

(d) no injunction, writ, judgment, decree, restraining order, or other order of any 
nature shall have been issued and remain in force by any Governmental Authority or 
arbitrator against any Obligor, the Agent, any Lender or the ABL DIP Agent or any ABL 
DIP Credit Lender or letter of credit issuing bank prohibiting or restraining, directly or 
indirectly, and no other legal bar shall exist directly or indirectly to, the making of such 
Loans or the ABL DIP Credit Loans or the consummation of the Related Transactions. 

(e) The making of such Loan shall not violate any requirement of Applicable Law 
and shall not be enjoined, temporarily, preliminarily or permanently. 

(f) No Material Adverse Effect shall have occurred, other than the filing, 
commencement and continuation of the Chapter 11 Cases, and the events that 
customarily result from the filing, commencement and continuation of the Chapter 11 
Cases (including any litigation resulting therefrom). 

Section 3.3. Additional Conditions Precedent to Each Loan Made on an Extended 
Funding Date.  In addition to the conditions precedent set forth in Section 3.2, the obligations of 
each Lender to make a Loan on an Extended Funding Date shall be subject to the satisfaction of 
each of the following further conditions precedent as of such date: 

(a) The aggregate amount of receipts collected by the Obligors during the period 
from the Closing Date through such Extended Funding Date (an “Extended Funding Test 
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Period”) shall have been less than 100% of the aggregate amount of receipts budgeted in 
the “Collections” line in the Approved Budget for the weeks comprising such Extended 
Funding Test Period; 

(b) The aggregate amount of disbursements in the nature of those included in the line 
items “Debtor Professional Fees”, “Professional Fees for Unsecured Creditors” and 
“Restructuring/Other Professional Fees” in the Approved Budget made by the Obligors 
during such Extended Funding Test Period shall have been greater than 90% and less 
than 125% of the aggregate amount of disbursements budgeted in such line items in the 
Approved Budget for the weeks comprising such Extended Funding Test Period; and 

(c) As of such Extended Funding Date, the aggregate value of inventory of the 
Obligors (calculated in accordance with GAAP and in a manner consistent with past 
practices) subject to credit terms of at least thirty (30) days from non-critical vendors is 
less than $7,500,000; 

provided, however, that, notwithstanding the failure of the Borrowers to satisfy the conditions 
precedent contained in Section 3.3(a) through Section 3.3(c) hereof on such Extended Funding 
Date, each Lender shall make a Loan on such Extended Funding Date in accordance with Section 
2.1 if the following conditions precedent shall have been satisfied on such date:  the Proceeds of 
such Loan shall be necessary for the Borrowers to obtain and consummate the transactions 
contemplated by a final order of the Bankruptcy Court (which order shall be satisfactory in form 
and substance to the Required Lenders, in their sole discretion) that, in such case either (x) 
confirms a plan or plans of reorganization in connection with the Chapter 11 Cases or (y) 
approves a sale of all or substantially all of the Borrowers’ assets through either a sale under 
section 363(k) of the Bankruptcy Code, section 363(b) of the Bankruptcy Code or under a plan 
of reorganization in the Chapter 11 Cases, and such final order does not, or could not reasonably 
be expected to, cause a Default or Event of Default. 
 

ARTICLE IV 
REPRESENTATIONS AND WARRANTIES 

To induce the Agent and the Lenders to enter into this Agreement and to make Loans, 
each Group Member represents and warrants to the Agent and the Lenders that: 

Section 4.1. Existence and Power; Good Standing; Compliance with Law.  Each Group 
Member is duly organized, validly existing and in good standing under the laws of its jurisdiction 
of organization, and, except as set forth on Schedule 4.1, is duly licensed or qualified to transact 
business in all jurisdictions where its assets are located, where the character of the property 
owned or leased or the nature of the business transacted by it makes such licensing or 
qualification necessary and wherever otherwise necessary to carry out its business and 
operations.  Upon entry of the DIP Order, each Group Member has all requisite power and 
authority, and the legal right, to conduct its business as currently and proposed to be conducted, 
to own, operate and pledge its properties and to execute and deliver, and to perform all of its 
obligations under, each of the Loan Documents and ABL DIP Credit Documents to which it is a 
party and to consummate the Related Transactions.  Each Group Member is in compliance with 
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all applicable Requirements of Law (including Requirements of Law relating to remittances, 
withholdings, source deductions and wages (including vacation pay and pension contributions)) 
and has all necessary Permits from or by, has made all necessary filings with, and has given all 
necessary notices to, each Governmental Authority having jurisdiction over it or its properties, to 
the extent required for such ownership, operation, pledge or conduct of business.  Schedule 4.1 
hereto contains, as of the date hereof, (i) a complete and accurate list, for each jurisdiction in 
which any Group Member operates, of the Permits held by each Group Member with respect to 
such jurisdiction and (ii) a complete and accurate list of all Permits issued by a Governmental 
Authority and held by a Group Member with respect to such Group Member’s operations in any 
state or other jurisdiction generally. 

Section 4.2. Authorization for Borrowings; No Conflict as to Law or Agreements.  
Subject to entry of the DIP Order, the execution and delivery by each Obligor of, and 
performance by such Obligor of its obligations under, each of the Loan Documents and ABL 
DIP Credit Documents to which it is a party, and the Loans made hereunder, and the 
consummation of the Related Transactions, are within such Obligor’s corporate, limited liability 
company or similar entity powers, have been duly authorized by all necessary corporate, limited 
liability or similar entity action in respect of such Obligor and do not and will not (i) require any 
authorization, consent or approval by, or registration, declaration or filing (other than filing of 
financing statements and mortgages as contemplated hereunder) with, or notice to, any 
Governmental Authority, any holders of Equity Interests in such Obligor, or any other Person, 
except such authorization, consent, approval, registration, declaration, filing or notice as has 
been obtained, accomplished or given prior to the date hereof, (ii) violate any Requirement of 
Law with respect to such Obligor or any of its Subsidiaries, (iii) conflict with or contravene such 
Obligor’s Constituent Documents, (iv) conflict with, contravene, constitute a default or breach 
under, or result in or permit the termination or acceleration of, any indenture or loan or credit 
agreement or any other material agreement, lease or instrument to which such Obligor or any of 
its Subsidiaries is a party or by which it or its properties may be bound or affected (including the 
Loan Documents and the ABL DIP Credit Documents), or (v) result in, or require, the creation or 
imposition of any Lien upon or with respect to any of the properties now owned or hereafter 
acquired by such Obligor or any of its Subsidiaries (other than as required under the Loan 
Documents in favor of the Collateral Agent and the Secured Parties, and as required under the 
ABL DIP Credit Documents). 

Section 4.3. Legal Agreements.  Subject to entry of the DIP Order, each of the Loan 
Documents and ABL DIP Credit Documents to which any Obligor is a party constitutes the 
legal, valid and binding obligation and agreement of such Obligor, enforceable against such 
Obligor in accordance with its terms. 

Section 4.4. Group Members; Subsidiaries; Equity Interests.  Set forth on Part A of 
Schedule 4.4 hereto is a complete and correct list of all the Group Members and all Subsidiaries 
and joint ventures of any of them, reflecting, for each such Person as of the date of this 
Agreement, its legal name, jurisdiction of organization, the number of shares or units of each 
class of Equity Interests authorized (if applicable), the number of shares or units of each class of 
Equity Interests outstanding on the Closing Date and the number and percentage of the 
outstanding shares or units of each such class of Equity Interests owned (directly or indirectly) 
by each Borrower and each Guarantor.  All outstanding Equity Interests in each such Person 
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have been validly issued, are fully paid and non-assessable (to the extent applicable) and, except 
in the case of Equity Interests issued by the Administrative Borrower, are owned beneficially and 
of record by an Obligor free and clear of all Liens other than the security interests created by the 
Loan Documents and the ABL DIP Credit Documents, any non-consensual Liens arising as a 
matter of law and permitted under Section 6.1 and, in the case of joint ventures, Permitted Liens.  
Except as provided in Part B of Schedule 4.4, as of the Closing Date, there are no preemptive or 
other outstanding subscription or other rights, options, warrants, convertible interests, conversion 
rights, agreements to issue or sell or vote, phantom rights or powers of attorney other or similar 
agreements or understandings for the purchase or acquisition from any Group Member, or the 
voting, of any Equity Interests in any such Person or otherwise relating to the Equity Interests in 
any Group Member.  Except as disclosed in Part C of Schedule 4.4, in the five years preceding 
the Closing Date, no Obligor and no Subsidiary has acquired any substantial assets from any 
other Person nor been the surviving entity in a merger or combination. 

Section 4.5. Financial Condition; No Adverse Change; No Restricted Payments.  The 
Administrative Borrower has furnished to the Administrative Agent various documents, files, 
materials, correspondence and other information regarding the business of Borrower and its 
Subsidiaries, including, without limitation, the audited financial statements for the fiscal year 
ended April 28, 2012, the unaudited consolidating financial statements for the fiscal year ended 
April 28, 2012, the unaudited consolidated and consolidating financial statements for each fiscal 
month and fiscal quarter ended after April 28, 2012 through the Closing Date, and financial 
projections through [April 30, 2016] (the “Projections”).  All such documents, files, materials, 
correspondence and information (other than the Projections) are complete and correct as to the 
subject matter thereof (taken as a whole) in all respects as of the date made available to the 
Administrative Agent, do not contain any misstatement of material fact or omit to state a material 
fact necessary to make the statements contained therein not materially misleading, fairly present 
in all material respects the financial condition of the Administrative Borrower and its 
Subsidiaries on the dates thereof and the results of operations for the periods then ended (subject 
to year-end audit adjustments) and were prepared in accordance with GAAP.  The Projections 
have been prepared in good faith based upon reasonable estimates and assumptions stated 
therein, which the Administrative Borrower has determined to be reasonable and fair in light of 
the then current conditions and facts.  Since December 29, 2012, other than the filing, 
commencement and continuation of the Chapter 11 Cases, and the events that customarily result 
from the filing, commencement and continuation of the Chapter 11 Cases (including any 
litigation resulting therefrom), there has not occurred any event, development or circumstance or 
other change in fact, that could, individually or in the aggregate, have or reasonably be expected 
to have a Material Adverse Effect.  Since the Petition Date, no Group Member has directly or 
indirectly declared, ordered, paid or made, or set apart any sum or property for, any Restricted 
Payment or agreed to do so except as set forth on Schedule 4.5 or as permitted by Section 6.4. 

Section 4.6. Litigation.  Other than the filing, commencement and continuation of the 
Chapter 11 Cases and any litigation resulting therefrom, there are no actions, investigations, 
suits, audits, claims, demands, orders, disputes or proceedings pending or, to the knowledge of 
any Group Member, threatened against or affecting any Group Member or the properties of any 
of them before any Governmental Authority, that in each case (i) seek injunctive or similar relief 
or a monetary recovery against any Group Member in excess of $50,000 or (ii) if adversely 
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determined, could reasonably be expected to have a Material Adverse Effect; in each case, 
except as set forth and described in Schedule 4.6. 

Section 4.7. Margin Regulations.  No Group Member has engaged in, or will engage 
in, the business of extending credit for the purpose of purchasing or carrying margin stock 
(within the meaning of Regulation U of the Board of Governors of the Federal Reserve System), 
and no part of the proceeds of any Loan or other extensions of credit hereunder will be used to 
purchase or carry any margin stock, or to extend credit to others for the purpose of purchasing or 
carrying any margin stock, in a manner that would result in a violation of Regulation T, U or X 
of the Board of Governors of the Federal Reserve System. 

Section 4.8. Taxes.  Each Group Member has paid or caused to be paid to the proper 
Governmental Authorities all federal or national, state or provincial, and local taxes, domestic or 
foreign, required to be paid by it.  Each Group Member has duly filed with the appropriate 
Governmental Authority all federal or national, state or provincial, local income, franchise and 
other tax returns, reports and statements (the “Tax Returns”), domestic or foreign, required to be 
filed by it, all such Tax Returns are true and correct in all material respects, and all taxes, charges 
and other impositions reflected therein or otherwise due and payable have been paid prior to the 
date on which any Liability may be added thereto for non-payment thereof except for those 
contested in good faith by appropriate proceedings diligently conducted and for which adequate 
reserves are maintained on the books of the appropriate Group Member in accordance with 
GAAP all of which are described in Schedule 4.8. 

Section 4.9. Titles and Liens; Letters of Credit.  Each of the Group Members has good 
and absolute title to all properties and assets reflected as being owned by such Person in the 
latest consolidating balance sheets referred to in Section 4.5 (including good record and 
marketable fee simple title to all Owned Real Property and valid leasehold interests in all Leased 
Real Property), and each Group Member has good and absolute title to all properties pledged by 
it, or a Lien on which is granted by it, pursuant to any Loan Document, in each case free and 
clear of all Liens, except for Permitted Liens.  In addition, no financing statement or other Lien 
notice or recordation naming any Group Member as debtor is on file in any office except to 
perfect only Permitted Liens and precautionary filings for leases and consignments.  The 
Collateral Agent has a valid, perfected, first-priority (subject only to Permitted Senior Liens) and 
enforceable security interest in and Lien on the Collateral.  As of the date hereof, no Obligor is 
the account party under any letter of credit other than (x) as listed and described on Schedule 4.9 
or (y) as may be issued pursuant to and under the ABL DIP Credit Agreement. 

Section 4.10. Employee Benefits Plans.  Schedule 4.10 identifies each ERISA Plan as of 
the Closing Date.  No ERISA Event has occurred or could reasonably be expected to occur with 
respect to an ERISA Plan.  Full payment has been made of all amounts that a Controlled Group 
member is required, under Applicable Law or under the governing documents, to have paid as a 
contribution to or a benefit under each ERISA Plan.  As of the most recent date of release of the 
financial statements for each Controlled Group member, the liability of such Controlled Group 
member with respect to each ERISA Plan has been fully funded based upon reasonable and 
proper actuarial assumptions or has been fully insured.  No changes have occurred that would 
cause a material increase in the cost of providing benefits under any ERISA Plan.  Each ERISA 
Plan is in compliance with all Applicable Laws. With respect to each ERISA Plan that is 
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intended to be qualified under Section 401(a) of the IR Code:  (a) such ERISA Plan and any 
associated trust operationally comply in all respects with the applicable requirements of Section 
401(a) of the IR Code; (b) such ERISA Plan and any associated trust have been amended to 
comply with all such requirements as currently in effect, other than those requirements for which 
a retroactive amendment can be made within the “remedial amendment period” available under 
Section 401(b) of the IR Code (as extended under Treasury regulations and other Treasury 
pronouncements upon which taxpayers may rely); (c) such ERISA Plan and any associated trust 
have received a favorable determination or opinion letter from the IRS stating that such ERISA 
Plan qualifies under Section 401(a) of the IR Code, that the associated trust qualifies under 
Section 501(a) of the IR Code and, if applicable, that any cash or deferred arrangement under the 
ERISA Plan qualifies under Section 401(k) of the IR Code, unless such ERISA Plan was first 
adopted at a time for which the above-described “remedial amendment period” has not yet 
expired; (d) such ERISA Plan currently satisfies the requirements of Section 410(b) of the IR 
Code, without regard to any retroactive amendment that may be made within the above-
described “remedial amendment period”; (e) no contribution made to such ERISA Plan is subject 
to an excise tax under Section 4972 of the IR Code and (f) to the knowledge of the Group 
Company, nothing has occurred or is reasonably expected to occur that could result in the loss of 
the qualified status of such ERISA Plan.  With respect to any Pension Plan, there are no 
unfunded benefit liabilities as defined in Section 4001(a)(18) of ERISA and the “accumulated 
benefit obligation” with respect to such Pension Plan (as determined in accordance with 
Statement of Accounting Standards No. 87, “Employers’ Accounting for Pensions”) does not 
exceed the fair market value of Pension Plan assets. 

Section 4.11. Default; Affiliate Transactions; Material Contracts.  Each Group Member 
is in compliance with all provisions of all material agreements, instruments, decrees and orders 
(including the Loan Documents and the ABL DIP Credit Documents) to which it is a party or by 
which it or its property is bound or affected.  Each representation, warranty and certification 
made by each Group Member under the ABL DIP Credit Documents was true and correct when 
made or deemed made.  Except as set forth on Part A of Schedule 4.11, no Obligor has (i) any 
written agreements or binding arrangements of any kind with any Affiliate of any Obligor 
(except for another Obligor) or (ii) any management or consulting agreements of any kind.  Part 
B of Schedule 4.11 contains a true, correct and complete list of all the Material Contracts (other 
than the Loan Documents and the ABL DIP Credit Documents) in effect as of the date hereof, 
and except as set forth on Part C of Schedule 4.11, all Material Contracts (including the Loan 
Documents and the ABL DIP Credit Documents) are in full force and effect and no defaults exist 
thereunder. 

Section 4.12. Environmental Compliance.  Each Group Member has obtained all 
Permits that are required under Environmental Laws at the facilities of such Group Member or 
any of its Subsidiaries or in connection with the operation of such facilities. 

Except as disclosed in Schedule 4.12, each Group Member complies, and all activities of 
each Group Member at its respective facilities comply, and has or have complied for the past five 
years, with all Environmental Laws and with all terms and conditions of any required Permits 
applicable to such Group Member with respect thereto. 
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Except as disclosed in Schedule 4.12, each Group Member is in compliance with all 
limitations, restrictions, conditions, standards, prohibitions, requirements, obligations, schedules 
and timetables contained in Environmental Laws or contained in any plan, order, decree, 
judgment or notice of which such Group Member is aware. 

Except as disclosed in Schedule 4.12: 

(i) no Group Member is aware of, nor has any Group Member received notice 
of, any events, conditions, circumstances, activities, practices, incidents, actions or plans 
which may interfere with or prevent continued compliance with, or which may give rise 
to any Liability under, any Environmental Laws, and each Group Member has maintained 
an environmental management system for its and each of its Subsidiaries’ operations that 
demonstrates a commitment to environmental compliance and includes procedures for (a) 
preparing and updating written compliance manuals covering pertinent regulatory areas, 
(b) tracking changes in applicable Environmental Laws and modifying operations to 
comply with new requirements thereunder, (c) training employees to comply with 
applicable environmental requirements and updating such training as necessary, (d) 
performing regular internal compliance audits of each of its facility and ensuring 
correction of any incidents of non-compliance detected by means of such audits, and (e) 
reviewing the compliance status of off-site waste disposal facilities, 

(ii) no Group Member is party to, and no Group Member is subject to or, with 
respect to any Real Property currently (or to the knowledge of any Group Member 
previously) owned, leased, subleased, operated or otherwise occupied by or for any 
Group Member, the subject of, any pending or threatened order, action, suit, proceeding, 
claim, written demand, dispute or notice of violation or of potential Liability or similar 
notice under or pursuant to any Environmental Law, 

(iii) no Lien in favor of any Governmental Authority securing, in whole or in 
part, Environmental Liabilities has attached to any property of any Group Member and, 
to the knowledge of each Group Member, no facts, circumstances or conditions exist that 
could reasonably be expected to result in any such Lien attaching to any such property, 

(iv) no Group Member has caused or permitted to occur a Release of 
Hazardous Substances at, to or from any Real Property currently (or to the knowledge of 
any Group Member previously) owned, leased, subleased, operated or otherwise 
occupied by or for any Group Member and each such Real Property is free of 
contamination by any Hazardous Substances except for such Release or contamination 
that could not reasonably be expected to result in Environmental Liabilities of any Group 
Member, 

(v) to the best of its knowledge, no Group Member nor any of its Subsidiaries 
has any registered or unregistered underground storage tanks in, on or under any Real 
Property currently (or to the knowledge of any Group Member previously) owned, 
leased, subleased, operated or otherwise occupied by or for any Group Member that are 
subject to any Environmental Laws, including underground storage tank laws or 
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regulations, except those that are in compliance with all Environmental Laws and with 
permits issued pursuant thereto (if any such permits are required), 

(vi) no Group Member nor any of its Subsidiaries owns a storage tank facility, 
and 

(vii) no Group Member (x) is or has been engaged in, or has permitted any 
current or former tenant to engage in, operations, or (y) knows of any facts, 
circumstances or conditions, including receipt of any information request or notice of 
potential responsibility under CERCLA or similar Environmental Laws, that, in all cases 
in clause (x) or (y) above in the aggregate, could have a reasonable likelihood of resulting 
in material Environmental Liabilities. 

Section 4.13. [Reserved]. 

Section 4.14. Real Estate. 

(a) As of the date hereof, Part A of Schedule 4.14(a) hereto contains a true, accurate 
and complete list of all Owned Real Property and all Leased Real Property, which 
schedule sets forth for each such Real Property the facility designation, the current street 
address (including, the county (or other relevant jurisdiction) and state), whether such 
Real Property is Owned Real Property or Leased Real Property, the record owner thereof 
(in the case of Owned Real Property) and, if applicable, the name of each landlord and 
tenant thereof.  As of the date hereof, Part B of Schedule 4.14(a) hereto contains a true, 
accurate and complete list of all Leases (together with all amendments, modifications, 
supplements, renewals or extensions of any thereof) affecting Owned Real Property or 
Leased Real Property in respect of which an Obligor is the landlord or sublessor. 

(b) Except as specified on Part A of Schedule 4.14(b) hereto, each Lease affecting 
Owned Real Property or Leased Real Property in respect of which an Obligor is the 
tenant or subtenant is in full force and effect and no Obligor has knowledge of any 
default that has occurred and is continuing thereunder, and each such Lease constitutes 
the legally valid and binding obligation of the applicable Obligor, enforceable against 
such Obligor in accordance with its terms, except as enforcement may be limited by 
bankruptcy, insolvency, reorganization, moratorium or similar laws relating to or limiting 
creditors’ rights generally or by equitable principles. 

(i) Except as specified on Part B of Schedule 4.14(b) hereto, each Lease 
affecting Owned Real Property or Leased Real Property in respect of which an Obligor is 
the landlord or sublessor is in full force and effect and no Obligor has knowledge of any 
default that has occurred and is continuing thereunder, and each such Lease constitutes 
the legally valid and binding obligation of the applicable Obligor, enforceable against 
such Obligor in accordance with its terms, except as enforcement may be limited by 
bankruptcy, insolvency, reorganization, moratorium or similar laws relating to or limiting 
creditors’ rights generally or by equitable principles. 
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(c) As of the date hereof, Schedule 4.14(c) hereto contains a true, accurate and 
complete list of each location at which Inventory or equipment is located, specifying the 
character thereof in each case. 

Section 4.15. Deposit Accounts and Securities Accounts.  Schedule 4.15 hereto is a 
complete and correct list of all of the Obligors’ deposit accounts and securities accounts as of the 
date of this Agreement, including, for each deposit account and securities account, (i) the name 
and contact details for the institution at which such account is maintained, (ii) the account name 
and number, and account type, and (iii) the purpose and use of such account. 

Section 4.16. Labor Relations.  No Group Member is aware that it is, or has within the 
last five years, engaged in any unfair labor practice.  Except as set forth on Schedule 4.16A 
hereto, there is no unfair labor practice complaint or complaint of employment discrimination, or 
grievance or arbitration arising out of or under any collective bargaining agreement, pending 
against any Group Member, or, to the knowledge of the Group Members, threatened against any 
Group Member, before any Governmental Authority.  There are no strikes, labor disputes, work 
stoppages, slowdowns or lockouts existing, pending (or, to the knowledge of any Group 
Member, threatened) against or involving any Group Member.  As of the Closing Date, (a) there 
is no collective bargaining or similar agreement with any union, labor organization, works 
council or similar representative covering any employee of any Group Member, (b) except as set 
forth on Schedule 4.16B hereto, no petition for certification or election of any such 
representative is existing or pending with respect to any employee of any Group Member, and (c) 
no such representative has sought certification or recognition with respect to any employee of 
any Group Member.  The Administrative Borrower covenants and agrees that it shall advise the 
Administrative Agent in writing of its becoming aware of the occurrence of any of the foregoing 
events or circumstances arising subsequent to the Closing Date, promptly, and in any event 
within five Business Days of obtaining knowledge thereof. 

Section 4.17. Relevant Jurisdictions.  Schedule 4.17 identifies in respect of each Group 
Member as of the date hereof, its jurisdiction of formation or organization, the full address 
(including postal code or zip code) of its chief executive office and all places of business and, if 
different, the address at which the books and records of such Group Member are located, the 
address at which senior management of such Group Member are located and conduct their 
deliberations and make their decisions with respect to the business of such Group Member, all 
jurisdictions in which such Group Member has property, and the address from which the 
invoices and accounts of such Group Member are issued. 

Section 4.18. Intellectual Property.  Each Group Member owns or licenses all 
Intellectual Property that is necessary for the conduct of or used in its businesses as currently 
conducted.  All items of Intellectual Property of the Group Members that have been either 
registered, or in respect of which a registration application has been filed, by any Group 
Member, as at the Closing Date, are listed on Schedule 4.18.  All required filings and fees related 
to the Intellectual Property listed on Schedule 4.18 have been timely filed with and paid to the 
relevant Governmental Authority.  Except as disclosed on Schedule 4.18, to the knowledge of 
each Group Member, (a) the conduct and operations of the businesses of each Group Member do 
not, and have not been alleged in writing by any other Person to, infringe, misappropriate, dilute, 
violate or otherwise impair any Intellectual Property rights of any other Person and (b) no other 
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Person has contested any right, title or interest of any Group Member in, or relating to, any 
Intellectual Property.  In addition, except as disclosed on Schedule 4.18, (x) there are no pending 
(or, to the knowledge of any Group Member, threatened) actions, investigations, suits, 
proceedings, audits, claims, demands, orders or disputes affecting any Group Member with 
respect to Intellectual Property, (y) no judgment or order regarding any such claim has been 
rendered by any competent Governmental Authority, and no settlement agreement or similar 
contractual obligation has been entered into by any Group Member, with respect thereto, and (z) 
no Group Member knows of any valid basis for any claim based on, any such infringement, 
misappropriation, dilution, violation or impairment or contest.  The Group Members have taken 
all reasonable steps to maintain their Intellectual Property and to protect and preserve the 
confidentiality of all trade secrets included in the Intellectual Property of the Group Members, 
including requiring all Persons having access thereto to execute written non-disclosure 
agreements.  None of the items of Intellectual Property of the Group Members that is registered 
(or for which an application for registration is pending) in any jurisdiction other than the United 
States and Canada is, singly or as a whole, of more than de minimis value or necessary for the 
conduct of any Group Member’s business. 

Section 4.19. Ownership.  Schedule 4.19 identifies completely and accurately as at the 
Closing Date, to the best of the knowledge of the Responsible Officers of the Administrative 
Borrower, each Person that (a) Controls the Administrative Borrower or any Affiliate of the 
Administrative Borrower or (b) owns or controls more than 5.0% of the outstanding Equity 
Interests of the Administrative Borrower (each Person referred to in clause (a) or (b) above, a 
“Control Person”). 

Section 4.20. Restrictions on Subsidiaries.  No Subsidiary of any Group Member is 
subject to any instrument, contractual obligation or agreement imposing restrictions or 
limitations of a type prohibited by Section 6.6(c) or Section 6.9. 

Section 4.21. Insurance.  The Group Members maintain insurance in accordance with 
the requirements of Section 5.6, including, as of the Closing Date, pursuant to the insurance 
policies described on Schedule 4.21, which Schedule sets forth in reasonable detail the name of 
the relevant insurance company, the type of policy, the coverage thereof and deductibles 
provided for therein, and the policy number.  The insurance policies of the Group Members, 
pursuant to which such insurance is maintained, are valid and current, and subject to 
endorsements for the benefit of the Collateral Agent as required by Section 5.6. 

Section 4.22. Schedules.  All of the information that is required to be scheduled to this 
Agreement is set forth on the Schedules attached hereto, is correct and accurate and does not 
omit to state any information material thereto. 

Section 4.23. Anti-Terrorism Laws. 

(a) No Group Member or Reporting Affiliate of a Group Member (in the case of 
Carson-Dellosa Publishing, LLC, to the best knowledge of the Administrative Borrower 
after due inquiry) is in violation of any Anti-Terrorism Law or engages in or conspires to 
engage in any transaction that evades or avoids, or has the purpose of evading or 
avoiding, or attempts to violate, any of the prohibitions set forth in any Anti-Terrorism 
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Law.  No Group Member or Reporting Affiliate of a Group Member (in the case of 
Carson-Dellosa Publishing, LLC, to the best knowledge of the Administrative Borrower 
after due inquiry) (A) conducts any business or engages in making or receiving any 
contribution of funds, goods or services to or for the benefit of any Blocked Person or (B) 
deals in, or otherwise engages in any transaction relating to, any property or interests in 
property blocked pursuant to Executive Order No. 13224. 

(b) No Group Member or Reporting Affiliate of a Group Member (in the case of 
Carson-Dellosa Publishing, LLC for purposes of clauses (C), (D), and (F) below, to the 
best knowledge of the Administrative Borrower after due inquiry), or to any Group 
Member’s knowledge, any of their respective agents acting or benefiting in any capacity 
in connection with the making of the Loans or the other transactions hereunder, is any of 
the following (each a “Blocked Person”):  (A) a Person that is listed in the annex to, or is 
otherwise subject to the provisions of, Executive Order No. 13224; (B) a Person owned 
or controlled by, or acting for or on behalf of, any Person that is listed in the annex to, or 
is otherwise subject to the provisions of, Executive Order No. 13224; (C) a Person with 
which any Agent or any Lender is prohibited from dealing or otherwise engaging in any 
transaction by any Anti-Terrorism Law; (D) a Person that commits, threatens or conspires 
to commit or supports “terrorism” as defined in Executive Order No. 13224; (E) a Person 
that is named as a “specially designated national” on the most current list published by 
the U.S. Treasury Department Office of Foreign Asset Control at its official website or 
any replacement website or other replacement official publication of such list; or (F) a 
Person who is affiliated with a Person listed above. 

Section 4.24. [Reserved]. 

Section 4.25. Surety Obligations.  No Group Member is obligated as surety or 
indemnitor under any bond or other contract that assures payment or performance of any 
obligation of any Person, except as expressly permitted hereunder. 

Section 4.26. Brokers.  Except as disclosed on Schedule 4.26, there are no brokerage 
commissions, finder’s fees or investment banking fees payable by any Group Member in 
connection with any transactions contemplated by the Loan Documents or the ABL DIP Credit 
Documents or the Related Transactions and each Obligor hereby jointly and severally 
indemnifies the Secured Parties against, and agrees that it will hold the Secured Parties harmless 
from, any claim, demand or liability for any such broker’s or finder’s fees alleged to have been 
incurred in connection herewith or therewith and any expenses (including reasonable fees, 
expenses and disbursements of counsel) arising in connection with any such claim, demand or 
liability. 

Section 4.27. Burdensome Contracts.  No Group Member is party or subject to any 
Restrictive Agreement, except (i) the Loan Documents and the ABL DIP Credit Documents, (ii) 
Restrictive Agreements with respect to specific property unencumbered to secure payment of 
particular Debt permitted hereby or to be sold pursuant to an executed agreement with respect to 
an asset Disposition permitted hereby, (iii) Restrictive Agreements evidencing restrictions by 
reason of customary provisions restricting assignments, subletting or other transfers contained in 
a Lease, or any other lease, license or similar agreement entered into in the ordinary course of 



 

72 
 

business; provided that such restrictions are limited to the property secured by such Liens or the 
property subject to such Lease, lease, license or similar agreement, as the case may be, and (iv) 
as shown on Schedule 4.27.  No such Restrictive Agreement prohibits the execution, delivery or 
performance of any Loan Document or ABL DIP Credit Document by a Group Member. 

Section 4.28. Not a Regulated Entity.  No Group Member is (a) an “investment 
company” or a “person directly or indirectly controlled by or acting on behalf of an investment 
company” within the meaning of the Investment Company Act of 1940; or (b) subject to 
regulation under any public utilities code or any other Applicable Law regarding its authority to 
incur Debt or grant Liens on its property. 

Section 4.29. Payables Practices.  Except to the extent subject to the automatic stay of 
Section 362 of the Bankruptcy Code, each Group Member has paid or discharged, or caused to 
be paid or discharged, when due (or, if earlier, prior to the date on which penalties attach 
thereto), (a) all taxes, assessments and governmental charges levied or imposed upon it or upon 
its income or profits, upon any properties belonging to it, (b) all federal, state, local and foreign 
taxes required to be withheld by it, and (c) all lawful claims for labor, materials and supplies 
which, if unpaid, might by law become a Lien or charge upon any of its properties; except, in 
each case, to the extent the amount, applicability or validity of any such tax, assessment, charge 
or claim was and is contested in good faith by appropriate proceedings diligently conducted and 
for which such Group Member, as applicable, set aside adequate reserves in accordance with 
GAAP. 

Section 4.30. Criminal Charges.  Other than as disclosed on Schedule 4.30, no Group 
Member, or any officer, director, member, executive board member or similar function-holder of 
any Group Member, is or has been under investigation by a Governmental Authority for, or has 
been indicted, arrested, or convicted of, or has settled (with or without an admission of guilt) any 
charges relating to, any criminal offense (whether a felony, misdemeanor, or other crime). 

Section 4.31. Commodity Hedging.  Giving effect to the Loans and ABL DIP Credit 
Loans to be made on the Closing Date and the use of the proceeds thereof, no Obligor has any 
Commodity Hedging Obligations. 

Section 4.32. Complete Disclosure.  The Loan Documents do not, when taken as a 
whole, contain any untrue statement of a material fact, or fail to disclose any material fact 
necessary to make the statements contained therein not materially misleading.  To the best of 
each Obligor’s knowledge, there is no fact or circumstance that any Obligor has failed to disclose 
to the Administrative Agent in writing that could reasonably be expected to have a Material 
Adverse Effect. 

Section 4.33. Survival of Representations and Warranties.  All representations and 
warranties made under this Agreement and the other Loan Documents shall survive, and not be 
waived by, the execution and delivery hereof by the Secured Parties, or any of them, any 
investigation or inquiry by any Secured Party, or the making of any Loan under this Agreement. 

Section 4.34. Reorganization Matters. 
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(a) The Chapter 11 Cases were commenced on the Petition Date in accordance with 
applicable law and proper notice thereof and the proper notice for (x) the motion seeking 
approval of the Loan Documents and the Interim Order and Final Order, (y) the hearing 
for the approval of the Interim Order, and (z) the hearing for the approval of the Final 
Order will be given. The Borrowers shall give on a timely basis as specified in the 
Interim Order or the Final Order, as applicable, all notices required to be given to all 
parties specified in the Interim Order or Final Order, as applicable. 

(b) After the entry of the Interim Order, and pursuant to and to the extent permitted in 
the Interim Order and the Final Order, the Obligations will constitute allowed 
superpriority administrative expense claims in the Chapter 11 Cases having priority over 
all administrative expense claims and unsecured claims against the Borrowers now 
existing or hereafter arising, of any kind whatsoever, including, without limitation, all 
administrative expense claims of the kind specified in sections 326, 330, 331, 503(b), 
506(c), 507(a), 507(b), 726, or any other provision of the Bankruptcy Code or otherwise, 
as provided under section 364(c)(l) of the Bankruptcy Code, subject, as to priority only, 
to the Carve-Out and, solely to the extent required by the Intercreditor Agreement, the 
ABL DIP Credit Obligations. 

(c) After the entry of the Interim Order and pursuant to and to the extent provided in 
the Interim Order and the Final Order, the Obligations will be secured by a valid and 
perfected first priority Lien on all of the Collateral, subject, as to priority only, to the 
Carve-Out and the Liens on the ABL DIP Credit Priority Collateral securing the ABL 
DIP Credit Obligations to the extent set forth in the Intercreditor Agreement. 

(d) The Interim Order (with respect to the period prior to entry of the Final Order) or 
the Final Order (with respect to the period on and after entry of the Final Order), as the 
case may be, is in full force and effect has not been reversed, stayed, modified or 
amended without the Agent’s and Lenders’ consent. 

Section 4.35. Registered Pension Plan.  No Group Member sponsors, administers or 
contributes to, or has any liability in respect of any Registered Pension Plan.   

Section 4.36. Canadian Employee Benefits Plans.  Each Group Member has complied in 
all material respects with all applicable laws regarding each Canadian Employee Benefits Plan 
(including, where applicable, the Pension Benefits Act (Nova Scotia) and the Income Tax Act 
(Canada)), and each Canadian Employee Benefits Plan is, and has been, maintained and 
administered in substantial compliance with its terms, applicable collective bargaining 
agreements and all applicable laws (including, where applicable, the Pension Benefits Act (Nova 
Scotia) and the Income Tax Act (Canada)) in each case except where non-compliance has not 
had and could not (individually or together with other similar non-compliance) reasonably be 
expected to have a Material Adverse Effect.  All contributions or premiums required to be made 
or paid by any Group Member to the Canadian Employee Benefits Plans have been made on a 
timely basis.  There have been no improper withdrawals or applications of the assets of the 
Canadian Employee Benefits Plans.  Each of the Canadian Employee Benefits Plans is fully 
funded on a solvency basis and going concern basis (using actuarial methods and assumptions 
which are consistent with the valuations last filed with the applicable governmental authorities).  
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There exists no outstanding liability of any Group Member with respect to any Canadian 
Employee Benefits Plan that has been terminated, which liability has had or could (individually 
or together with other similar liabilities) reasonably be expected to have a Material Adverse 
Effect. 

ARTICLE V 
AFFIRMATIVE COVENANTS 

From the date of this Agreement and thereafter until the Commitments are terminated or 
expire and the Loans and all other Obligations have been paid in full in cash, unless the Required 
Lenders shall otherwise expressly consent in writing: 

Section 5.1. Reporting Requirements.  The Administrative Borrower (or any applicable 
Group Member) will deliver, or cause to be delivered, to the Administrative Agent, and the 
Administrative Agent will deliver, or caused to be delivered, to each Lender each of the 
following, which shall be in form and detail reasonably acceptable to the Required Lenders: 

(a) as soon as available, and in any event within 90 days after the end of each fiscal 
year of the Administrative Borrower, annual financial statements of the Administrative 
Borrower and its Subsidiaries, prepared on a consolidated and consolidating basis, with 
the unqualified opinion of independent certified public accountants of recognized 
national standing selected by the Administrative Borrower and reasonably acceptable to 
the Administrative Agent (at the direction of the Required Lenders) (without a “going 
concern” or like qualification, assumption or exception and without any qualification or 
exception as to the scope of such audit; provided that the financial statements required by 
this Section 5.1(a) in respect of the fiscal year ending April 27, 2013 may contain a 
“going concern” or like qualification or exception relating solely to the commencement 
of the Chapter 11 Cases, and not resulting from a limitation of scope or the failure of such 
financial statements to present fairly, in all material respects, the financial position, 
results of operations, or cash flow of the Administrative Borrower and its subsidiaries in 
accordance with GAAP) to the effect that such financial statements present fairly in all 
material respects the financial condition, cash flow and results of operations of the 
Administrative Borrower and its Subsidiaries on a consolidated basis in accordance with 
GAAP consistently applied, accompanied by any management letter, audit report or 
similar letter or report prepared by said accountants in connection with such financial 
statements or any audit thereof; which annual financial statements shall include the 
balance sheets of the Administrative Borrower and its Subsidiaries as at the end of such 
fiscal year and the related statements of income, retained earnings, cash flows and 
shareholder’s equity of the Administrative Borrower and its Subsidiaries for the fiscal 
year then ended, all in reasonable detail in form acceptable to Agent and prepared in 
accordance with GAAP; 

(b) (i) as soon as available, and in any event within 30 days after the end of each 
fiscal month of the Administrative Borrower, internally prepared financial statements of 
the Administrative Borrower and its Subsidiaries and Business Segment Financial 
Statements and other operational and financial reporting required by the Administrative 
Agent, in each case in form and substance acceptable to the Administrative Agent (at the 
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direction of the Required Lenders), prepared on a consolidated and consolidating basis, as 
at the end of and for such month and for the year-to-date period then ended, in reasonable 
detail in form acceptable to the Administrative Agent, and the figures for the 
corresponding date and periods in the previous year on a monthly and year-to-date basis 
and for the corresponding date and periods in the then-applicable operating plan and 
projections delivered pursuant to Section 5.1(c), all prepared in accordance with GAAP, 
subject to year-end audit adjustments and the addition of footnotes, in each case 
accompanied by an analysis of material factors affecting the period and an MD&A of 
such financial statements for (w) the Administrative Borrower and its Subsidiaries on a 
consolidated basis, (x) the Accelerated Learning Business, (y) the Educational Resources 
Business, and (z) the Delta Business; (ii) as soon as available, and in any event within 45 
days after the end of each fiscal quarter of the Administrative Borrower, internally 
prepared financial statements of the Administrative Borrower and its Subsidiaries and 
Business Segment Financial Statements in form and substance acceptable to the 
Administrative Agent (at the direction of the Required Lenders), prepared on a 
consolidated and consolidating basis, as at the end of and for such quarter and for the 
year-to-date period then ended, in reasonable detail in form acceptable to the 
Administrative Agent, and the figures for the corresponding date and periods in the 
previous year on a quarterly and year-to-date basis and for the corresponding date and 
periods in the then-applicable operating plan and projections delivered pursuant to 
Section 5.1(c), all prepared in accordance with GAAP, subject to year-end audit 
adjustments and the addition of footnotes, in each case accompanied by an analysis of 
material factors affecting the period and an MD&A of such financial statements for (w) 
the Administrative Borrower and its Subsidiaries on a consolidated basis, (x) the 
Accelerated Learning Business, (y) the Educational Resources Business, and (z) the Delta 
Business and (iii) as soon as available, and in any event within 30 days after the end of 
each fiscal month of the Administrative Borrower, an updated six-month consolidated 
balance sheet, income statement and statement of cash flow of the Administrative 
Borrower and its Subsidiaries and income statements by Business Segment for the 
succeeding six-month period in form and substance satisfactory to the Administrative 
Agent (at the direction of the Required Lenders in their sole discretion). 

(c) as soon as available, and in any event no later than May 30 of each fiscal year of 
the Administrative Borrower, a consolidated operating plan and projections (in Excel 
format) for each of the Business Segments for the subsequent three fiscal years, prepared 
on a monthly basis, which have been approved by the Administrative Borrower’s board 
of directors (or equivalent body), in the same form as submitted to such board of directors 
or equivalent body and accompanied by such supporting calculations as may be requested 
by the Agent, and which present a good faith opinion as of the date made as to such 
projections, valuations and pro forma conditions and results, and as soon as available, and 
in any event no later than July 31 of each fiscal year, a copy of the annual auditor’s report 
to the board of directors (or equivalent body); and as soon as available and in any event 
no later than October 31st of each fiscal year (but not prior to October 15th of such fiscal 
year) a reforecast of the previously delivered operating plan and projections for the 
businesses of the Administrative Borrower and its Subsidiaries as at June 30th of such 
year, which presents a good faith opinion as of the date made as to such projections, 
valuations and pro forma conditions; 
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(d) together with delivery of the financial statements described in Sections 5.1(a) and 
(b), a Compliance Certificate of the Chief Financial Officer of the Administrative 
Borrower stating (i) that such financial statements have been prepared in accordance with 
GAAP, and present fairly in all material respects the financial conditions, cash flow and 
results of operations of the Administrative Borrower and its Subsidiaries on a 
consolidated basis in accordance with GAAP consistently applied, subject, in the case of 
financial statements described in Section 5.1(b), to normal year-end audit adjustments 
and the addition of footnotes, (ii) whether or not such officer has knowledge of the 
occurrence of any Default or Event of Default hereunder not theretofore reported and, if 
so, stating in reasonable detail the facts with respect thereto, and (iii) all relevant facts in 
reasonable detail to evidence, and the computations as to, whether the Administrative 
Borrower and its Subsidiaries are in compliance with the requirements set forth in 
Sections 6.1, 6.2, 6.3, 6.4, 6.5, 6.12 and 6.16; 

(e) together with each Compliance Certificate delivered pursuant to Section 5.1(d) 
above, a certificate, each in form and substance satisfactory to the Administrative Agent, 
by a Responsible Officer that (i) the information provided on Schedules 4.4, 4.6, 4.11, 
4.12, 4.14, 4.15, 4.18, 4.19, 4.21 and 4.30 (or on updated schedules attached to such 
certificate, or the most recent updated schedules delivered pursuant to this clause (e)) is 
correct and complete in all material respects as of the date of such Compliance 
Certificate, (ii) the Obligors have delivered all documents (including updated schedules 
as to locations of Collateral and acquisition of Intellectual Property or Real Property) 
they are required to deliver pursuant to any Loan Document on or prior to the date of 
delivery of such Compliance Certificate, (iii) complete and correct copies of all 
documents modifying any term of any (A) Constituent Document of any Group Member 
or any Subsidiary or joint venture thereof on or prior to the date of delivery of such 
Compliance Certificate, and (B) ABL DIP Credit Document or other Material Contract, 
in each case, have been delivered to the Administrative Agent or are attached to such 
certificate; 

(f) together with each Compliance Certificate delivered pursuant to clause (d) above, 
a discussion and analysis of the financial condition and results of operations of the Group 
Members for the portion of the fiscal year then elapsed and discussing the reasons for any 
significant variations from (i) the projections for such period delivered pursuant to clause 
(c) above, and (ii) the figures for the corresponding period in the previous fiscal year; 

(g) together with each delivery of annual financial statements pursuant to clause (a) 
above, each in form reasonably satisfactory to the Administrative Agent and certified as 
complete and correct by a Responsible Officer as part of the Compliance Certificate 
delivered in connection with such financial statements, a summary of all material 
insurance coverage maintained as of the date thereof by any Group Member, together 
with such other information as the Administrative Agent (at the direction of the Required 
Lenders) may reasonably require; 

(h) together with each delivery of annual financial statements pursuant to Section 
5.1(a) above and each delivery of monthly and quarterly financial statements pursuant to 
Section 5.1(b) above, (i) a listing of government contracts of any Obligor subject to the 
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Federal Assignment of Claims Act of 1940; and (ii) a list of any applications for the 
registration of any Intellectual Property filed by any Obligor with the United States 
Patent and Trademark Office, the United States Copyright Office or any similar office or 
agency in the prior fiscal year or month, as applicable; 

(i) as soon as possible, but in any event no later than three (3) Business Days, after 
an officer of any Group Member obtains knowledge thereof, a notice of any written 
information, exhibit, or report furnished to the Administrative Agent or the Lenders 
having contained, at the time it was furnished, any untrue statement of a material fact or 
omitted to state any material fact necessary to make the statements contained therein not 
misleading in light of the circumstances in which made (provided, that any such 
notification pursuant to this clause (i) will not cure or remedy the effect of the prior 
untrue statement of a material fact or omission of any material fact nor shall any such 
notification have the effect of amending or modifying this Agreement or any of the 
Schedules hereto); 

(j) as soon as possible, but in any event no later than three (3) Business Days, after 
the commencement of, or any material developments in, any action, investigation, suit, 
proceeding, audit, claim, demand, order or dispute with, by or before any Governmental 
Authority affecting any Group Member, or any officer, director, member, executive 
board member or similar function-holder of any of them, or any property of any Group 
Member, of the type described in Section 4.6 or which (i) seeks injunctive or similar 
relief or a monetary recovery against any Group Member in excess of $200,000 or (ii) if 
adversely determined, could reasonably be expected to have a Material Adverse Effect, 
notice of such commencement or development, together with a statement by a 
Responsible Officer setting forth reasonable detail thereof; 

(k) as soon as possible, but in any event no later than two (2) Business Days, after an 
officer of any Group Member obtains knowledge of the occurrence of a Default or Event 
of Default or default or event of default hereunder or under any Material Contract, or of 
the termination of any Material Contract, notice of such occurrence or termination, 
together with a detailed statement by a Responsible Officer setting forth the steps being 
taken by the Administrative Borrower or its Subsidiaries to cure the effect of any such 
Default or Event of Default or default or event of default; 

(l) as soon as possible, but in any event no later than three (3) Business Days, after 
an officer of any Group Member obtains knowledge of the occurrence of any event, or 
the existence of any circumstance, that would reasonably be expected to have a Material 
Adverse Effect, notice of such occurrence or existence, together with a detailed statement 
by a Responsible Officer setting forth the nature and anticipated effect thereof and any 
action proposed to be taken in connection therewith; 

(m) as soon as possible, but in any event no later than five (5) Business Days, after an 
officer of any Group Member obtains knowledge of the occurrence of any event 
reasonably expected to result in a mandatory payment of the Obligations pursuant to 
Section 2.9, notice of such occurrence, together with a detailed statement by a 
Responsible Officer setting forth, in the case of a transaction, the material terms and 
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conditions of such transaction, and in any case estimating the Net Cash Proceeds thereof, 
if any; 

(n) as soon as possible, but in any event no later than five (5) Business Days, after (i) 
any Group Member knows or has reason to know that any Reportable Event with respect 
to any ERISA Plan has occurred, the statement of a Responsible Officer setting forth 
details as to such Reportable Event and the action which the Administrative Borrower or 
its Subsidiaries propose to take with respect thereto, together with a copy of the notice of 
such Reportable Event to the PBGC, (ii) any Group Member fails to make any quarterly 
contribution required with respect to any ERISA Plan under the IR Code, as amended, the 
statement of a Responsible Officer setting forth details as to such failure and the action 
which the Administrative Borrower or its Subsidiaries propose to take with respect 
thereto, together with a copy of any notice of such failure required to be provided to the 
PBGC, (iii) the commencement of any material labor dispute to which any Group 
Member is or may become a party, including any strikes, lockouts or other disputes 
relating to any of such Person’s plants and other facilities, or the incurrence by any Group 
Member of any Worker Adjustment and Retraining Notification Act or related or similar 
liability incurred with respect to the closing of any plant or other facility of any such 
Person, the statement of a Responsible Officer setting forth details as to such dispute or 
liability and the action which the Administrative Borrower or its Subsidiaries propose to 
take with respect thereto or (iv) any Group Member knows or has reason to know an 
ERISA Event is likely to occur; 

(o) as soon as possible, but in any event no later than five (5) Business Days, after (i) 
any Group Member knows or has reason to know thereof, notice of (A) unpermitted 
Releases, (B) the receipt by any Group Member of any notice of violation of or potential 
Liability or similar notice under, or the existence of any condition that could reasonably 
be expected to result in violations of or Liabilities under, any Environmental Law or (C) 
the commencement of, or any material change to, any action, investigation, suit, 
proceeding, audit, claim, written demand, dispute alleging a violation of or Liability 
under any Environmental Law, that, for each of clauses (A), (B) and (C) above (and, in 
the case of clause (C), if adversely determined), in the aggregate for each such clause, 
could reasonably be expected to result in aggregate Environmental Liabilities, 
collectively for all such Environmental Liabilities, in excess of $200,000 in any fiscal 
year of the Administrative Borrower, (ii) the receipt by any Group Member of 
notification that any property of any Group Member is subject to any Lien in favor of any 
Governmental Authority securing, in whole or in part, Environmental Liabilities, notice 
thereof together with a copy of such notification, and (iii) any Group Member knows or 
has reason to know that any proposed acquisition or lease, license or other occupancy of 
Real Property has a reasonable likelihood of resulting in Environmental Liabilities, notice 
thereof together with the statement of a Responsible Officer setting forth details as to 
such transaction and such Environmental Liabilities; 

(p) as soon as possible, but in any event no later than three (3) Business Days, after 
any Group Member knowing or having reason to know thereof, notice of the violation by 
any Group Member of any Applicable Law that could have a Material Adverse Effect; 
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(q) as soon as possible, but in any event no later than two (2) Business Days, after 
any Group Member knowing or having reason to know thereof, notice of (a) the creation, 
or filing with the Internal Revenue Service or any other Governmental Authority, of any 
contractual obligation or other document extending, or having the effect of extending, the 
period for assessment or collection of any taxes with respect to any Group Member and 
(b) the creation of any contractual obligation of any Group Member, or the receipt of any 
request directed to any Group Member, to make any adjustment under Section 481(a) of 
the IR Code, by reason of a change in accounting method or otherwise; 

(r) as soon as possible, but in any event no later than one (1) Business Day, after their 
distribution, copies of all (i) press releases concerning material developments in the 
business of the Group Members, (ii) financial statements, reports, proxy statements and 
other communications which the Administrative Borrower, any other Group Member, 
shall have sent to (x) its shareholders or any other stakeholders (including, without 
limitation, holders of Debt) or (y) the Securities and Exchange Commission, the National 
Association of Securities Dealers, Inc., any securities exchange or any Governmental 
Authority exercising similar functions; 

(s) as soon as possible, but in any event no later than three (3) Business Days, after 
execution, receipt or delivery thereof, copies of any notices, demands, statements, 
certificates, reports, valuations, appraisals, Borrowing Base Certificates or other 
communications or documents that any Obligor executes, receives or delivers in 
connection with any ABL DIP Credit Documents or other Material Contracts; provided, 
that each Borrowing Base Certificate delivered by the Borrowers shall have at least the 
level of detail as, and shall reflect a calculation of the borrowing base using a 
methodology consistent with, the Borrowing Base Certificate delivered as of the Closing 
Date; 

(t) as soon as possible, but in no event later than one (1) Business Day, after any 
Group Member knowing or having reason to know thereof, notice of any reduction in the 
value of any Inventory, equipment, Real Property or other Collateral due to loss, damage, 
sale, transfer or other Disposition or conveyance (including, without limitation, by 
eminent domain or similar process) that could have a Material Adverse Effect; 

(u) as soon as possible, but in any event no later than five (5) Business Days, after 
management of any Group Member obtains knowledge thereof, the identity of each 
Person that obtains ownership or control of more than 5.0% of the outstanding Equity 
Interests of the Administrative Borrower; 

(v) promptly, upon request of the Administrative Agent (at the direction of the 
Required Lenders), a written statement duly acknowledged by the Borrowers setting forth 
the outstanding principal balance of the Loans and stating whether any offsets or defenses 
exist against the Obligations (whether or not any Borrower is entitled to utilize or rely on 
such offsets or defenses pursuant to the terms of this Agreement and the other Loan 
Documents); 

(w) copies of all public filings made by any Group Member; 
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(x) such other information respecting the financial or other condition, and results of 
operations, of any Group Member, or the Collateral, as the Administrative Agent (at the 
direction of the Required Lenders) or the Required Lenders may from time to time 
reasonably request, including without limitation backup calculations for each Borrowing 
Base Certificate in at least the level of detail provided by the Borrowers to the ABL DIP 
Agent; 

(y) (i) one (1) Business Day prior to the Closing Date, the 
initial Approved Budget; (ii) no later than five (5) Business Days prior to the beginning 
of each fiscal month (with the first such delivery date being March 25, 2013), an updated 
thirteen-week cash flow forecast for the succeeding thirteen-week period in form and 
substance satisfactory to the Administrative Agent (at the direction of the Required 
Lenders in their sole discretion), which, upon acceptance by the Administrative Agent (at 
the direction of the Required Lenders), shall become the thirteen-week cash flow forecast 
in the Approved Budget, and (iii) on or before 12:00 p.m. New York, New York time on 
the third Business Day following the end of each fiscal week (with the first such delivery 
date being March 13, 2013), a Variance Report, in form and substance satisfactory to the 
Administrative Agent (at the direction of the Required Lenders in their sole discretion), 
together with a certificate substantially in the form of Exhibit B jointly from the chief 
financial officer and chief restructuring officer as to the compliance with the 
requirements under Section 6.31; 

(z) copies of all monthly reports, projections, or other information respecting 
Administrative Borrower’s or any of its Subsidiaries’ business or financial condition or 
prospects as well as all pleadings, motions, applications and judicial information filed by 
or on behalf of the Borrowers with the Bankruptcy Court or provided by or to the U.S. 
Trustee (or any monitor or interim receiver, if any, appointed in any Chapter 11 Case) or 
the Committee, at the time such document is filed with the Bankruptcy Court, or provided 
by or to the U.S. Trustee (or any monitor or interim receiver, if any, appointed in any 
Chapter 11 Case) or the Committee; 

(aa) monthly at reasonable times upon the request of the Agent (at the direction of the 
Required Lenders), and confirmation of availability for, and arrange for, the chief 
executive officer, chief financial officer and chief restructuring officer and other 
members of management of the Borrowers to participate in a call with the Agent and the 
Lenders to discuss matters relating to the Borrowers;  

(bb) (i) As soon as possible, but in any event no later than five (5) Business Days after 
the Closing Date, a list describing (x) any actual or threatened termination, cancellation 
or limitation of, or modification to or change in, the business relationship, or any supply, 
sales or other agreement between (i) any Group Member, on the one hand, and any 
customer or any group thereof, on the other hand, whose agreements with any Group 
Member are individually or in the aggregate material to the business or operations of such 
Group Member, or (ii) any Group Member, on the one hand, and any supplier or any 
group thereof, on the other hand, whose agreements with any Group Member are 
individually or in the aggregate material to the business or operations of such Group 
Member and (y) the amount of revenues or purchases of the Group Members from such 
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customer and/or supplier in the prior fiscal year, and (ii) as soon as possible, but in any 
event no later than one Business Day after any Group Member’s knowledge of any such 
actual or threatened termination, cancellation, limitation, modification or change, a notice 
to the Administrative Agent describing the same and the amount of revenues or purchases 
of the Group Members from such customer and/or supplier in the prior fiscal year; 

(cc) weekly at reasonable times upon the request of the Agent (at the direction of the 
Required Lenders), and confirmation of availability for, and arrange for, Perella 
Weinberg Partners to participate in a call with the Agent and the Lenders to discuss 
matters relating to the Chapter 11 Cases and financial matters; 

(dd) not more than [___ (__)] Business Days prior to the Auction, a bid summary 
matrix of qualified bidders prepared by Perella Weinberg Partners, which shall not be 
distributed to Lenders who are also bidders. 

Section 5.2. Books and Records; Inspection and Examination; Appraisals. 

(a) Each Obligor will, and will cause each of its Subsidiaries to, (i) keep accurate 
books of record and account for itself pertaining to its business, financial condition, 
financial transactions, assets and liabilities, and such other matters as the Administrative 
Agent may from time to time request, in which true and complete entries in all material 
respects will be made in accordance with GAAP consistently applied; (ii) upon the 
request of and reasonable notice by the Administrative Agent (at the direction of the 
Required Lenders) to the Administrative Borrower (which notice shall not be required 
during the continuance of an Event of Default), permit any officer, employee, attorney, 
agent, consultant, advisor or accountant of the Lenders to audit, review, make extracts 
from or copy any and all of any Obligor’s corporate (and similar), financial, operating 
and other books and records at all reasonable times during ordinary business hours (at the 
Borrowers’ expense) and to discuss its affairs with any of its directors, officers, 
employees, attorneys, consultants, advisors or agents (collectively, a “Field Review”); 
provided that, so long as no Event of Default has occurred and be continuing, the 
Administrative Agent shall be limited to two such Field Reviews during any twelve 
consecutive month period; iii) permit the Lenders or their employees, accountants, 
attorneys, consultants, advisors or agents, to examine and inspect any of its property at 
any time during ordinary business hours upon reasonable advance notice (which notice 
shall not be required during the continuance of an Event of Default), and to communicate 
directly with any registered certified public accountants (including the Group Members’ 
accountants) and (iv) permit the Lenders or their employees, accountants, attorneys, 
consultants, advisors or agents to examine any documents or information contained in 
any data room established for or on behalf of the Administrative Borrower or any of its 
Subsidiaries.  Upon prior notice to the Administrative Borrower, each Group Member 
shall authorize its respective registered certified public accountants to communicate 
directly with the Administrative Agent and the Lenders and to disclose to the 
Administrative Agent and the Lenders all financial statements (at the direction of the 
Required Lenders) and other documents and information as they might have and the 
Administrative Agent requests with respect to any Group Member. 
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(b) Without limitation of the provisions of Section 5.2(a), each Obligor will cooperate 
with the Administrative Agent in order to enable the Administrative Agent or the 
Lenders, as applicable (or one or more third-parties engaged by the Administrative Agent 
or the Lenders, as applicable) to complete collateral appraisals, examinations and audits 
of the Obligors’ Inventory, Accounts, financial books and records and fixed assets as 
deemed necessary at any time and from time to time in the Administrative Agent’s or the 
Lender’s, as applicable, Permitted Discretion.  The Borrowers shall reimburse the 
Administrative Agent or the Lender, as applicable, for all reasonable costs and expenses 
associated with any such appraisals, examinations and/or audits, including, without 
limitation, the Administrative Agent’s customary per diem charges for any employees, 
agents, consultant or advisors of the Administrative Agent or the Lender, as applicable 
conducting such appraisals, examinations and audits; provided, that, unless a Default or 
Event of Default has occurred, the Borrowers shall not be obligated to reimburse the 
Administrative Agent for more than one appraisal for each type of Collateral (including, 
without limitation, any such appraisal with respect to each of Accounts, Inventory, Real 
Property and equipment) during any twelve consecutive month period commencing after 
the Closing Date. 

Section 5.3. Compliance with Laws.  Except as otherwise permitted by the Bankruptcy 
Code or pursuant to any order of the Bankruptcy Court, which order shall be in form and 
substance acceptable to the Administrative Agent, each Obligor will, and will cause each of its 
Subsidiaries to, (a) comply in all material respects with all Requirements of Law, including 
without limitation Environmental Laws, (b) use and keep its assets, and require that others use 
and keep its assets, only for lawful purposes, without violation of any material Applicable Law 
(including any Environmental Law), or any Applicable Law (including any Environmental Law) 
the violation of which could have a Material Adverse Effect. 

Section 5.4. Payment of Taxes and Other Claims; Environmental Compliance 
Payments.  Except to the extent subject to the automatic stay of Section 362 of the Bankruptcy 
Code, each Obligor will, and will cause each of its Subsidiaries to, pay or discharge, or cause to 
be paid or discharged, when due (or, if earlier, prior to the date on which penalties attach thereto 
or the obligee thereof may exercise remedies under or in respect of any Lien securing such 
amounts), (a) all taxes, assessments and governmental charges levied or imposed upon it or upon 
its income or profits, upon any properties belonging to it, (b) all federal, state, local and foreign 
taxes required to be withheld by it, and (c) all lawful claims for labor, materials, services and 
supplies which, if owing or unpaid, might by law become a Lien or charge upon any of its 
properties (including without limitation any claim that might result in a Lien of the types 
described in clause (c) of the definition of Permitted Liens); provided that, no Obligor shall be 
required to pay any such tax, assessment, charge or claim whose amount, applicability or validity 
is being contested in good faith by appropriate proceedings diligently conducted and for which 
such Obligor, as applicable, has set aside adequate reserves in accordance with GAAP, provided 
that no exercise of remedies under or in respect of any Lien securing such amounts shall have 
been commenced, and provided further that any Lien that arises or may exist in respect thereof is 
a Permitted Lien. 

Section 5.5. Maintenance of Properties; Material Contracts. 
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Except to the extent subject to the automatic stay of Section 362 of the Bankruptcy Code, 
excused by the Bankruptcy Code, or caused by the filing, commencement and continuation of the 
Chapter 11 Cases and effect thereof (including any litigation resulting therefrom), each Obligor 
will, and will cause each of its Subsidiaries to, keep and maintain all of its properties necessary 
or useful in its business in good condition, repair and working order (normal wear and tear 
excepted), including preserving and maintaining all of its Intellectual Property; provided, 
however, that nothing in this Section 5.5 shall prevent any Group Member from discontinuing 
the operation and maintenance of any of its properties if such discontinuance is, in the reasonable 
judgment of such Group Member, desirable in the conduct of its business and not 
disadvantageous in any respect to the Secured Parties. 

(a) Except to the extent subject to the automatic stay of Section 362 of the 
Bankruptcy Code, excused by the Bankruptcy Code, or caused by the filing, 
commencement and continuation of the Chapter 11 Cases and effect thereof (including 
any litigation resulting therefrom), each Obligor will, and will cause each of its 
Subsidiaries to, maintain in full force and effect all Material Contracts (and in furtherance 
thereof to fulfill of its obligations thereunder), in each case necessary or useful for the 
conduct of its businesses as presently conducted. 

Section 5.6. Insurance.  Upon request of the Administrative Agent (at the direction of 
the Required Lenders), the Borrowers shall, within thirty (30) days following such request, 
obtain endorsements naming the Administrative Agent, on behalf of the Lenders, as an additional 
insured or loss payee, as applicable under all insurance policies to be maintained with respect to 
the properties of the Obligors and their subsidiaries forming part of the Lenders’ collateral, 
which endorsements shall provide for 30 days’ prior notice of cancellation of such policies to be 
delivered to the Administrative Agent.  Each Obligor will, and will cause each of its Subsidiaries 
to, at the Group Members’ expense, (i) maintain in full force and effect insurance respecting 
each of the Group Members and their assets wherever located, covering loss or damage by fire, 
theft, explosion, and all other hazards and risks as ordinarily are insured against by other Persons 
engaged in the same or similar businesses, (ii) maintain in full force and effect (with respect to 
each of the Group Members) business interruption insurance, general liability insurance, product 
liability insurance, directors’ and officers’ liability insurance, fiduciary liability insurance, and 
employment practices liability insurance, as well as insurance against larceny, embezzlement, 
and criminal misappropriation, and (iii) if at any time the area in which any Real Property 
encumbered by a Mortgage is located is designated (1) a “flood hazard area” in any Flood 
Insurance Rate Map published by the Federal Emergency Management Agency (or any successor 
agency), and if available in the community in which the Real Property is located, obtain flood 
insurance in such total amount as the Collateral Agent may from time to time require, and 
otherwise comply with the National Flood Insurance Program as set forth in the Flood Disaster 
Protection Act of 1973, as it may be amended from time to time, or (2) a “Zone 1” area, obtain 
earthquake insurance in such total amount as the Collateral Agent may from time to time require.  
All such policies of insurance shall be with responsible, financially sound and reputable 
insurance companies acceptable to the Administrative Agent and in such amounts, and subject to 
such deductibles, as is carried generally in accordance with sound business practice by 
companies in similar businesses similarly situated and located and in any event in amount, 
adequacy and scope reasonably satisfactory to the Administrative Agent.  All property insurance 
policies covering the Term Loan Priority Collateral shall be made payable first to the Collateral 
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Agent for the benefit of the Secured Parties and, secondarily, to the ABL DIP Agent for the 
benefit of the ABL DIP Credit Lender and all property insurance policies covering the ABL DIP 
Credit Priority Collateral shall be made payable first to the ABL DIP Agent for the benefit of the 
ABL DIP Credit Lender and, secondarily, to the Agent for the benefit of the Secured Parties, and 
all in case of loss, pursuant to a standard loss payable endorsement (notwithstanding a breach of 
the policy by the insured party) with a standard non-contributory “lender” or “secured party” 
clause and shall contain such other provisions as the Administrative Agent may require to fully 
protect the Secured Parties’ interest in the Collateral and in any payments to be made under such 
policies.  All certificates of property insurance in respect of the Collateral and general liability 
insurance are to be delivered to the Collateral Agent, with loss payable or mortgagee (in respect 
of Collateral) and additional insured endorsements in favor of the Collateral Agent for the benefit 
of the Secured Parties, subject to the Intercreditor Agreement, and shall provide for not less than 
30 days (10 days in the case of non-payment) prior written notice to the Administrative Agent of 
the exercise of any right of cancellation.  If any Group Member fails to maintain such insurance, 
the Administrative Agent may arrange for such insurance, but at the Borrowers’ expense and 
without any responsibility on the Administrative Agent’s part for obtaining the insurance, the 
solvency of the insurance companies, the adequacy of the coverage, or the collection of claims.  
Upon the occurrence of an Event of Default, the Collateral Agent (at the direction of the 
Required Lenders) shall have the sole right to file claims under any property and general liability 
insurance policies in respect of the Collateral, to receive, receipt and give acquittance for any 
payments that may be payable thereunder, and to execute any and all endorsements, receipts, 
releases, assignments, reassignments or other documents that may be necessary to effect the 
collection, compromise or settlement of any claims under any such insurance policies, subject to 
the rights of the ABL DIP Agent under the Intercreditor Agreement.  

Section 5.7. Preservation of Existence.  Each Borrower will, and will cause each of its 
Subsidiaries (subject to Section 6.7) to, preserve and maintain its corporate or limited liability 
company (or other organizational) existence and all of its rights, privileges and franchises 
necessary or desirable in the normal conduct of its business, and conduct its business in an 
orderly, efficient and regular manner. 

Section 5.8. Subsidiaries.  At the time that any Group Member forms any direct or 
indirect Subsidiary or acquires any direct or indirect Subsidiary after the Closing Date, such 
Group Member shall (a) at the time of such formation or acquisition (or such later date as 
permitted by the Administrative Agent (at the direction of the Required Lenders in their sole 
discretion)) cause any such new Subsidiary (unless it is a CFC (as defined in the Security 
Agreement) and to the extent that the taking of the actions described below with respect to such 
Subsidiary would result in adverse tax consequences to any of the Group Members) to provide to 
the Administrative Agent a joinder and supplement to this Agreement substantially in the form of 
Exhibit C (each, a “Guaranty Supplement”), pursuant to which such Subsidiary shall agree to 
join as a Guarantor of the Obligations under Article IX and as an Obligor under this Agreement, 
a joinder to the Security Agreement, together with all other security documents (including 
Mortgages and other items in accordance with Section 5.11 and Section 5.14 with respect to any 
Real Property owned in fee of such new Subsidiary and any Leased Real Property of such 
Subsidiary), as well as appropriate financing statements (and with respect to all property subject 
to a mortgage, fixture filings), all in form and substance satisfactory to the Administrative Agent, 
sufficient to grant the Collateral Agent a first priority Lien (subject to Permitted Senior Liens) in 
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and to the property of such newly formed or acquired Subsidiary, together with title insurance 
policies, Surveys, environmental reports, flood determinations, evidence of flood insurance (if 
applicable), landlord’s waivers, certified resolutions and other Constituent Documents, opinions, 
and other documents as may be requested by the Agent, (b) at the time of such formation or 
acquisition (or such later date as permitted by the Administrative Agent (at the direction of the 
Required Lenders in their sole discretion)) provide to the Administrative Agent a pledge 
agreement and appropriate certificates and powers or financing statements, pledging all of the 
direct or beneficial ownership interests and other Equity Interests owned by the Obligors in such 
new Subsidiary reasonably satisfactory to the Administrative Agent (at the direction of the 
Required Lenders) (provided that if such Subsidiary is a CFC (as defined in the Security 
Agreement) and to the extent that a pledge of more than 65% of the outstanding voting Equity 
Interests in such Subsidiary would result in adverse tax consequences to any of the Group 
Members, no more than 65% of the outstanding voting Equity Interests in such Subsidiary shall 
be required to be so pledged), and (c) at the time of such formation or acquisition (or such later 
date as permitted by Agent (at the direction of the Required Lenders in their sole discretion)) 
provide to the Administrative Agent all other documentation, including one or more opinions of 
counsel reasonably satisfactory to the Administrative Agent (at the direction of the Required 
Lenders), which in its opinion is appropriate with respect to the execution and delivery of the 
applicable documentation referred to above (including policies of title insurance or other 
documentation with respect to all Real Property with a value in excess of $200,000 owned in fee 
and subject to a Mortgage).  Any document, agreement, or instrument executed or issued 
pursuant to this Section 5.8 shall be a Loan Document.  Nothing contained in this Section 5.8 
shall permit the formation or acquisition of a Subsidiary to the extent not permitted by, or to the 
extent prohibited elsewhere in, this Agreement or any other Loan Document. 

Section 5.9. Permits.  Each Group Member will, and will cause each of its Subsidiaries 
to, obtain all Permits that are required under Applicable Law, including Environmental Law, or 
under contract to continue to operate the business of the Group Members as currently operated, 
or that are otherwise required by the Administrative Agent (at the direction of the Required 
Lenders), and in furtherance thereof to make all necessary or appropriate filings with, and give 
all required notices to, Government Authorities in respect thereof. 

Section 5.10. Lender Group Meetings.  The Administrative Borrower will (and will 
cause key management of each Group Member to), within 30 days after any request of the 
Administrative Agent, hold a meeting (at a mutually agreeable location and time or, at the option 
of the Agent, by conference call) with all Secured Parties who choose to attend such meeting, at 
which meeting shall be reviewed the financial results and financial condition of the Group 
Members and such other matters as the Administrative Agent may reasonably request; provided, 
that, unless a Default or Event of Default exists, no more than two such meetings shall be 
required, and in addition thereto, no more than two such lender calls, during any twelve 
consecutive month period commencing after the Closing Date. 

Section 5.11. Real Estate. 

(a) From and after the date hereof, in the event that (i) any Borrower or other Obligor 
acquires (x) in fee, any Real Property with a value in excess of $200,000, or (y) by lease, 
any Real Property in connection with which the gross rental payments are in excess of 
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$100,000 annually and for which the term of the leasehold (giving effect to any renewals 
and extensions at the option of the Obligors) is two years or longer, or (ii) at the time any 
Person becomes a Borrower or other Obligor, such Person owns or holds any Real 
Property with values or gross rental payments in excess of the amounts set forth in 
clause (i) above (any such Real Property, an “Additional Mortgaged Property”)), the 
Administrative Borrower shall grant (or cause the relevant Obligor to grant), within 30 
days (subject to extension by the Administrative Agent in the Administrative Agent’s 
sole discretion) after such Person acquires or holds such Real Property or becomes an 
Obligor, as the case may be, a security interest in and Mortgage on such Additional 
Mortgaged Property mutatis mutandis, in respect of such Additional Mortgaged Property 
as the Administrative Agent (at the direction of the Required Lenders) may require. 

(b) Except to the extent subject to the automatic stay of Section 362 of the 
Bankruptcy Code or excused by the Bankruptcy Code, each Obligor shall make all 
payments and otherwise perform all obligations in respect of all Leases to which the 
Obligor or any of its Subsidiaries is a party, keep such Leases in full force and effect and 
not allow such Leases to lapse or be terminated or any rights to renew such Leases to be 
forfeited or cancelled, notify the Administrative Agent of any default by any party with 
respect to such Leases and cooperate with the Administrative Agent in all respects to cure 
any such default, and cause each of its Subsidiaries to do so. 

Section 5.12. Deposit Accounts and Securities Accounts; Cash Management. 

(a) Each Obligor shall maintain its deposit accounts and securities accounts in a 
manner satisfactory to the Administrative Agent (at the direction of the Required 
Lenders), subject to an acceptable cash management system that provides the Collateral 
Agent with perfection of its Lien on and in the funds on deposit in any deposit account 
under the UCC pursuant to Control Agreements and is otherwise as set forth on Schedule 
5.12, as such Schedule may be updated from time to time by the Administrative Agent (at 
the direction of the Required Lenders in their sole discretion) (the “Acceptable Cash 
Management System”).  Prior to any Obligor’s establishment or acquisition of any 
deposit account or securities account after the date of this Agreement (other than 
Excluded Accounts (as defined in the Security Agreement)), the Administrative Borrower 
shall arrange for the delivery to the Administrative Agent of a Control Agreement with 
respect to such deposit account or securities account.  Prior to any Obligor’s (i) 
establishment or acquisition of any deposit account or securities account after the date of 
this Agreement, that is a Non-Controlled Account, or (ii) transfer of any funds from any 
account to any Non-Controlled Account, or (iii) changing banking practices for any 
facility from the deposit of funds into banking accounts governed by a Control 
Agreement to the depositing of any funds into Non-Controlled Accounts, in each case in 
clause (i), (ii) and (iii) the Administrative Borrower shall obtain the prior written consent 
of the Administrative Agent. 

(b) There shall not be on deposit in any Non-Controlled Accounts any funds of any 
Group Member.  Promptly after the Closing Date each Obligor shall, and shall cause each 
of its Subsidiaries to, cause all payments on Accounts and all payments constituting 
proceeds of Inventory and other Collateral in the form in which such payments are made, 
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whether by cash, check, credit card sales drafts, credit card sales, charge slips or any 
other manner whatsoever (collectively, “Receipts”), to be sent directly into deposit 
accounts that are subject to Control Agreements and are part of the Acceptable Cash 
Management System.  If and to the extent that any Receipts come into the possession or 
control of any of the Obligors, all such Receipts shall be held in trust for the Collateral 
Agent as the property of the Agent, for the benefit of the Secured Parties, and shall be 
promptly deposited into one or more deposit accounts subject to a Control Agreement. 

(c) Subject to the rights of the Obligors hereunder, the Obligors agree that all deposits 
made in, and payments made to, a deposit account and other funds received and collected 
by the Agent, whether on the Accounts or as proceeds of Inventory or other Collateral or 
otherwise, except for Excluded Accounts (as defined in the Security Agreement) shall be 
the collateral of the Collateral Agent and the ABL DIP Agent, subject to the Intercreditor 
Agreement, under the sole dominion and control of the ABL DIP Agent or the Agent. 

(d) The Borrowers jointly and severally agree to reimburse the Administrative Agent 
on demand for any amounts owed or paid to any financial institution or other Person 
involved in the transfer of funds to or from the deposit accounts arising out of the 
Administrative Agent’s payments to or indemnification of such financial institution or 
other Person.  The obligation of the Borrowers to reimburse the Administrative Agent, 
for such amounts pursuant to this Section 5.12, shall survive the termination or non-
renewal of this Agreement. 

Section 5.13. Inventory Sold on Consignment.  Prior to or simultaneously with any 
Obligor selling Inventory to any third party on consignment (“Consigned Goods”), the Obligors 
shall have taken all steps necessary, including the filing of UCC-1 financing statements and the 
giving of notices in accordance with the UCC, to perfect its security interest in such Consigned 
Goods.  No later than 10 calendar days after receipt of such Consigned Goods by the applicable 
consignee, the Administrative Agent shall have received copies of all UCC-1 and other financing 
statements filed in favor of any Borrower with respect to each location, if any, at which 
Consigned Goods may be located. 

Section 5.14. Further Assurances.  In connection with this Agreement and the 
transactions contemplated hereby, each Obligor will execute and deliver any additional 
documents and instruments and perform any additional acts that may be necessary or 
appropriate, in the Administrative Agent’s (exercised at the direction of the Required Lenders) 
Permitted Discretion, to effectuate and perform its obligations under this Agreement and the 
other Loan Documents and the transactions contemplated hereby and thereby, including 
execution, delivery and filing, where applicable, of all documents requested by the 
Administrative Agent or Collateral Agent appropriate to grant and perfect Liens on all property 
of the Obligors in favor of the Collateral Agent to secure the Obligations, having first priority 
(subject only to Permitted Senior Liens). 

Section 5.15. ERISA Compliance. 

(a) The Administrative Borrower will not, and will not permit any member of the 
Controlled Group to, incur any accumulated funding deficiency with the meaning of 
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ERISA, or any material liability to the PBGC or fail to make any minimum required 
contribution (under Section 430 of the IR Code) with respect to any Pension Plan.  The 
Group Company shall maintain each ERISA Plan (other than a Multiemployer Plan) in 
compliance in all material respects with the applicable provisions of ERISA, the IR Code 
or other Applicable Law, and shall use its reasonable efforts to cause its Controlled 
Group members to do the same. 

(b) The Administrative Borrower will furnish to the Administrative Agent (i) as soon 
as possible and in any event within five (5) Business Days after a Responsible Officer 
knows of any Reportable Event with respect to any ERISA Plan, a statement of a 
Responsible Officer, setting forth details as to such Reportable Event and the action that 
the Administrative Borrower proposes to take with respect thereto, together with a copy 
of the notice of such Reportable Event given to the PBGC if a copy of such notice is 
available to the Administrative Borrower, and (ii) promptly after receipt thereof, a copy 
of any notice the Administrative Borrower or any member of the Controlled Group may 
receive from the PBGC or the IRS with respect to any ERISA Plan administered by the 
Administrative Borrower or any other member of the Controlled Group; provided that 
clause (ii) shall not apply to notices of general application promulgated by the PBGC or 
the IRS. 

(c) The Administrative Borrower will promptly notify the Administrative Agent of 
any taxes, fines or penalties assessed or proposed to be assessed against the 
Administrative Borrower or other member of the Controlled Group by the IRS or the U.S. 
Department of Labor with respect to any ERISA Plan as a result of a violation of the IR 
Code or ERISA. 

(d) The Administrative Borrower will, as soon as practicable, and in any event within 
five (5) Business Days after the Administrative Borrower becomes aware that an ERISA 
Event has occurred, provide the Administrative Agent with a certificate of a Responsible 
Officer setting forth the details of the event and the action the Administrative Borrower 
proposes to take with respect thereto. 

(e) The Administrative Borrower will, at the request of the Administrative Agent, 
deliver, or cause to be delivered, to the Administrative Agent true and correct copies of 
any documents relating to any ERISA Plan. 

Section 5.16. Post Closing Obligations.  The Borrowers shall take the actions and 
provide the deliverables, in the manner or form and in substance satisfactory to the 
Administrative Agent (at the direction of the Required Lenders), described in Schedule 5.16 as 
promptly as practicable, and in any event within the due dates set forth in Schedule 5.16.   

Section 5.17. Term Loan Priority Collateral Deposit Account.  All proceeds of the 
Loans shall be deposited into the Term Loan Priority Collateral Deposit Account, and all 
amounts therein shall be invested at all times in cash and Cash Equivalents.  Withdrawals from 
the Term Loan Priority Collateral Deposit Account shall only be used for the permitted purposes 
described under Section 2.8 or to make payments on the Obligations.  Under no circumstances 
may any cash, funds, securities, financial assets or other property held in or credited to the Term 
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Loan Priority Collateral Deposit Account or the proceeds thereof held therein or credited thereto 
be used to pay any Prepetition Indebtedness, any Prepetition Secured Obligations (except as 
expressly provided in Section 2.8) or any other pre-petition obligations or for any purpose except 
as permitted under the Interim Order or as otherwise expressly permitted by the Bankruptcy 
Court pursuant any order of the Bankruptcy Court (including any order made by the Bankruptcy 
Court prior to the entry of the Interim Order). 

Section 5.18. Milestones.  The Administrative Borrower shall comply with the 
milestones set forth in Schedule 5.18 (the “Milestones”). 

Section 5.19. Chief Restructuring Officer.  Borrowers will continue to appoint, retain 
and engage a representative of Alvarez & Marsal, or another comparable crisis management or 
restructuring firm reasonably satisfactory to the Lenders, to serve as chief restructuring officer on 
terms and conditions acceptable to the Required Lenders, which will include, without limitation, 
assisting Borrowers in the management of their businesses, preparation of forecasts and 
projections, and the formulation and implementation of strategic initiatives in connection with 
the Chapter 11 Cases.  Borrowers hereby and will continue to authorize and instruct the chief 
restructuring officer to (a) share with the Administrative Agent and Lenders all budgets, records, 
projections, financial information, reports and other information relating to the Collateral, the 
financial condition, operations and the sale, marketing or reorganization process of the 
Borrowers’ businesses and assets as requested from time to time, except to the extent access to 
such information would compromise the Borrowers’ attorney-client privilege and (b) make 
himself available to the Administrative Agent and the Lenders as reasonably requested by the 
Administrative Agent and the Lenders.  Borrowers will provide the chief restructuring officer, 
complete access to all of the Borrowers’ books and records, all of Borrowers’ premises and to 
Borrowers’ management as and when deemed necessary by the chief restructuring officer or the 
Administrative Agent. 

Section 5.20. Exit Lenders.  The Administrative Borrower shall (and shall cause key 
management of each Group Member to) cooperate with and hold meetings (at a mutually 
agreeable location and time or, at the option of the Administrative Agent, by conference call) 
with potential exit lenders designated by the Administrative Agent (at the direction of the 
Required Lenders) at which meetings shall be reviewed the financial results and financial 
condition of the Group Members and such other matters as the Administrative Agent may 
reasonably request. 

ARTICLE VI 
NEGATIVE COVENANTS 

From the date of this Agreement and thereafter until the Commitments are terminated or 
expire, and the Loans and all other Obligations have been paid in full in cash, unless the 
Required Lenders shall otherwise expressly consent in writing: 

Section 6.1. Liens.  The Obligors will not, and will not permit any Subsidiary to, (i) 
create, incur or suffer to exist any Lien upon or on any assets (including any document or 
instrument in respect of goods or accounts receivable) of any Obligor or any such Subsidiary, 
now owned or hereafter acquired, or file or permit the filing of, or permit to remain in effect, any 



 

90 
 

financing statement or other similar notice of any Lien with respect to any such asset, income or 
profits under the UCC or under any similar recording or notice statute, except for Permitted 
Liens, or permit any such Lien to have priority over the Liens on the Collateral created by the 
Loan Documents other than Permitted Senior Liens, or permit any such Lien to have priority 
over the Liens on the Collateral created by the ABL DIP Credit Documents other than Permitted 
Senior Liens and the Liens created by the Loan Documents, or (ii) enter into, or suffer to exist, 
any control agreements (as such term is defined in the UCC), other than Control Agreements 
entered into pursuant to this Agreement or the Security Agreement or the ABL DIP Credit 
Agreement or other ABL DIP Credit Documents. 

The prohibition provided for in this Section 6.1 specifically includes, without limitation, 
any effort by the Borrower, any Committee, or any other party-in-interest in any Chapter 11 Case 
to create any Liens that prime, or are senior or pari passu with, any claims, Liens or interests of 
the Agent and Lenders (other than for the Carve-Out and the Liens with respect to the ABL DIP 
Credit Priority Collateral securing the ABL DIP Credit Obligations) irrespective of whether such 
claims, Liens or interests may be “adequately protected”. 

Section 6.2. Debt; Surety Bonds.  The Obligors will not, and will not permit any 
Subsidiary to, incur, create, assume, permit or suffer to exist, any Debt, except for Permitted 
Debt.  The Obligors will not, and will not permit any Subsidiary to, be or remain liable with 
respect to surety and appeal bonds, performance bonds, bid bonds, appeal bonds, completion 
guarantee or similar obligations (whether or not drawn) except for Permitted Surety Bonds in an 
aggregate amount not in excess of $30,000,000 at any time. 

Section 6.3. Investments.  The Obligors will not, and will not permit any Subsidiary to, 
directly or indirectly, purchase or hold beneficially any Equity Interests or other securities or 
Debt of, make or permit to exist any loans or advances to, or create or acquire any Subsidiary or 
acquire all or substantially all the business, property or fixed assets of, or any division or line of 
business of, or make any other investment or acquire any other interest whatsoever in, any other 
Person, except: 

(a) investments in cash and Cash Equivalents that are subject to a Control 
Agreement; 

(b) Intercompany Debt owed by (i) an Obligor to another Obligor, (ii) a Non-Obligor 
to another Non-Obligor, or (iii) an Obligor to a Non-Obligor; provided, that all 
Intercompany Debt owing from an Obligor to another Obligor or to a Non-Obligor shall 
be subject to the terms of the Intercompany Subordination and Payment Agreement; 

(c) investments in existence on the date of this Agreement and listed on Schedule 6.3; 

(d) investments in negotiable instruments deposited or to be deposited for collection 
in the ordinary course of business; 

(e) advances made in connection with purchases of goods or services in the ordinary 
course of business; 
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(f) investments received in settlement of amounts due to any Obligor or any of its 
Subsidiaries effected in the ordinary course of business or owing to any Obligor or any of 
its Subsidiaries as a result of insolvency proceedings involving an account debtor or upon 
the foreclosure or enforcement of any Lien in favor of an Obligor or its Subsidiaries; 

(g) [Reserved]; 

(h) [Reserved]; 

(i) deposits of cash outstanding on the Petition Date made in the ordinary course of 
business to secure performance of operating leases; 

(j) [Reserved]; 

(k) [Reserved]; 

(l) ABL DIP Credit Priority Collateral; and 

(m) [Reserved]. 

Section 6.4. Restricted Payments; Payments on Subordinated Debt and Other Debt. 

(a) The Obligors will not, and will not permit any Subsidiary to, directly or indirectly, 
declare, order, pay, make or set apart any sum for any Restricted Payments or set aside 
funds for the making of Restricted Payments, except, so long as no Default or Event of 
Default has occurred and is continuing or would be caused thereby: 

(i) distributions and dividends by any Subsidiaries of the Administrative 
Borrower to any Obligor; and 

(ii) [Reserved]. 

(b) Subject to Section 6.4(c), the Obligors will not, and will not permit any 
Subsidiary to, directly or indirectly, declare, order, pay, make or set apart any sum for (i) 
any payment or prepayment, redemption, retirement, defeasance or acquisition of or with 
respect to (A) any Subordinated Debt, (B) any Permitted Debt referred to in clauses (a), 
(b), (f) or (g) of the definition thereof or (C) except as expressly provided in Section 2.8, 
the Prepetition Term Loan Obligations, or (ii) any scheduled payment, redemption or 
retirement of or with respect to any Subordinated Debt 

(c) The Obligors will not, and will not permit any Subsidiary to, directly or indirectly, 
declare, order, pay, make or set apart any sum for any payment or prepayment, 
redemption, retirement, defeasance or acquisition of or with respect to the 2011 
Convertible Subordinated Debentures. 

Section 6.5. Sale or Transfer of Assets; Suspension of Business Operations.  The 
Obligors will not, and will not permit any Subsidiary to, directly or indirectly, Dispose of all or 
any part of their properties or any interest therein (whether in one transaction or in a series of 
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transactions) to any other Person, or materially reduce, or suspend, their business activities; 
provided, however, that the restrictions contained in this Section 6.5 shall not apply to: 

(a) the conveyance, lease or transfer of all or part of its properties by (i) an Obligor to 
another Obligor, (ii) a Non-Obligor to an Obligor, or (iii) a Non-Obligor to another Non-
Obligor; 

(b) sales of Inventory to non-Affiliates in the ordinary course of business upon fair 
and reasonable terms not less favorable to the applicable Obligor or such Subsidiary than 
could be obtained on an arm’s-length basis from another unrelated third party; 

(c) sales or leases to non-Affiliates of surplus, obsolete or worn out assets, not used 
or useful in such Obligor’s business, in the ordinary course of business; provided that the 
aggregate fair market value of all such property so disposed of by the Obligors, at the 
time of disposal, shall not exceed $200,000 in any fiscal year; 

(d) Intercompany Debt permitted under Section 6.3; 

(e) [Reserved]; 

(f) the use or transfer of money or Cash Equivalents in a manner that is not 
prohibited by the terms of this Agreement or the other Loan Documents; 

(g) the licensing, on a non-exclusive basis, of patents, trademarks, copyrights, and 
other intellectual property rights in the ordinary course of business; 

(h) the granting of Permitted Liens; 

(i) the subleasing of the improved real property located at 101 Almgren Drive, 
Agawam, MA 01001 under the terms of a Sublease dated 12/31/2004 and effective 
01/07/2005 by and between School Specialty, Inc. as Sublessor and Vaupell Holdings, 
Inc. as Sublessee; 

(j) Leasing of science kits in connection with the refurbishment business of the 
Administrative Borrower and the Subsidiaries; 

(k) [Reserved]; 

(l) [Reserved]; 

(m) [Reserved]; 

(n) [Reserved]; 

(o) [Reserved]; 

(p) [Reserved]; 

(q) [Reserved]; and 
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(r) [Reserved]. 

Section 6.6. Restrictions on Issuance and Sale of Subsidiary Stock; Agreements 
Binding on Subsidiaries.  The Obligors will not, and will not permit any Subsidiary to, directly 
or indirectly: 

(a) issue or sell any Equity Interests of any class of any Subsidiary to any Person 
other than an Obligor; 

(b) Dispose of any Equity Interests of any class of any Subsidiary; or 

(c) enter into, or be otherwise subject to, any instrument, contract or other agreement 
(including its Constituent Documents), or any other obligation or constraint, that limits 
the amount of or otherwise imposes restrictions on: 

(i) the payment of dividends and distributions by any Subsidiary of the 
Administrative Borrower to the Administrative Borrower or any other such Subsidiary; 

(ii) the payment or prepayment by any Subsidiary of the Administrative 
Borrower of any Debt owed to the Administrative Borrower or any other such 
Subsidiary; 

(iii) the making of loans or advances by any Subsidiary of the Administrative 
Borrower to the Administrative Borrower or any other such Subsidiary; 

(iv) the transfer by any Subsidiary of the Administrative Borrower of its 
property to the Administrative Borrower or any other such Subsidiary; or 

(v) the merger or consolidation of any Subsidiary of the Administrative 
Borrower with or into the Administrative Borrower or any other such Subsidiary; 

provided that the foregoing shall not prohibit restrictions and conditions imposed by:  (A) 
Applicable Laws which (taken as a whole) could not reasonably be expected to have a 
Material Adverse Effect, (B) the Loan Documents, and (C) the ABL DIP Credit 
Documents as in effect on the date hereof. 

Section 6.7. Consolidation, Dissolution, Amalgamation and Merger; Fundamental 
Changes; Asset Acquisitions; Officer Appointments.  The Obligors will not, and will not permit 
any Subsidiary to, alter the corporate, capital or legal structure of any Obligor or any of its 
Subsidiaries, consolidate or amalgamate with or merge into any Person, or permit any other 
Person to merge into it, or liquidate, wind-up or dissolve itself (or suffer any liquidation or 
dissolution), or reorganize or recapitalize, or acquire (in a transaction analogous in purpose or 
effect to a consolidation or merger) all or substantially all the assets of any other Person, or 
change its name or conduct its business under a fictitious name, or change its tax, charter or other 
organizational identification number, or change its form or state of organization. 

Section 6.8. Restrictions on Nature of Business.  The Obligors will not, and will not 
permit any Subsidiary to, acquire assets in, or engage, in any line of business materially different 
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from that in which the Obligors are presently engaged (or that is reasonably related thereto or a 
logical extension thereof), and will not purchase, lease, license or otherwise acquire assets not 
related to such business.  The Obligors will not make or permit any change in the manner in 
which they operate business transactions between the Obligors, on the one hand, and the Non-
Obligors, on the other hand, that could reasonably be expected to be adverse to the interests of 
the Agent or the Secured Parties. 

Section 6.9. Prohibition of Entering into Negative Pledge Arrangements.  The Obligors 
will not, and will not permit any Subsidiary to, enter into any agreement, bond, note or other 
instrument with or for the benefit of any Person other than the Secured Parties which would: 

(a) prohibit such Obligor or such Subsidiary from granting, or otherwise limit the 
ability of such Obligor or such Subsidiary to grant, to the Agent or the Secured Parties or 
the ABL DIP Agent or the ABL DIP Credit Lender any Lien on any assets or properties 
of such Obligor or such Subsidiary, except that the documents pertaining to the Permitted 
PMM/Capital Lease Debt may prohibit Liens on the permitted assets securing or 
otherwise related to such Permitted PMM/Capital Lease Debt; or 

(b) be violated or breached by the Obligors’ performance of their obligations under 
the Loan Documents or the ABL DIP Credit Documents. 

Section 6.10. Accounting.  The Obligors will not, and will not permit any Subsidiary to, 
adopt any material change in accounting principles, other than as required by GAAP, or adopt, 
permit or consent to any change in its fiscal year from the year ending on the last Saturday in 
April of each year, except with the consent of the Administrative Agent, or enter into, modify, or 
terminate any agreement currently existing, or at any time hereafter entered into with any third 
party accounting firm or service bureau for the preparation or storage of any Group Member’s 
accounting records without said accounting firm or service bureau agreeing to provide Agent 
information regarding the Group Members’ financial condition. 

Section 6.11. Hazardous Substances.  The Obligors will not, and will not permit any 
Subsidiary to, cause or permit any Hazardous Substances to be disposed of in any manner which 
might result in any liability to any Group Member, on, under or at any Real Property which is 
operated by any Group Member or in which any Group Member has any interest (including, but 
not limited to, as owner, tenant, lessee, sublessee or otherwise). 

Section 6.12. Transactions with Affiliates.  The Obligors will not, and will not permit 
any Subsidiary to, enter into or be a party to any transaction or arrangement, including, without 
limitation, the purchase, sale, lease, license, transfer or exchange or other Disposition of 
property, the rendering of any service or the payment of any management fees, with any 
Affiliate, except: 

(a) (i) transactions between or among the Obligors not involving any other Affiliate, 
(ii) transactions between or among Obligors and Non-Obligors in the ordinary course of 
business on terms no less favorable to the Obligors than would be obtained in a 
comparable arm’s length transaction with a Person that is not an Affiliate, and (iii) 
transactions between or among Non-Obligors; 
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(b) any Debt permitted under clauses (a) or (c) of the defined term Permitted Debt; 

(c) any payment permitted by Section 6.4; 

(d) [Reserved]; 

(e) [Reserved]; 

(f) transactions (other than the payment of management, consulting, monitoring, or 
advisory fees) between School Specialty or its Subsidiaries, on the one hand, and any 
Affiliate of School Specialty or its Subsidiaries, on the other hand, so long as such 
transactions (i) are fully disclosed to the Administrative Agent prior to the consummation 
thereof, if they involve one or more payments by School Specialty or its Subsidiaries in 
excess of $250,000 for any single transaction or series of related transactions, and (ii) are 
no less favorable, taken as a whole, to School Specialty or its Subsidiaries, as applicable, 
than would be obtained in a comparable arm’s length transaction with a Person that is not 
an Affiliate; 

(g) so long as it has been approved by School Specialty’s or its applicable 
Subsidiary’s board of directors (or comparable governing body) in accordance with 
applicable law, any indemnity provided for the benefit of directors (or comparable 
managers) of School Specialty or its applicable Subsidiary; and 

(h) so long as it has been approved by School Specialty’s or its applicable 
Subsidiary’s board of directors (or comparable governing body) in accordance with 
applicable law, the payment of reasonable compensation, severance, or employee benefit 
arrangements to executive officers and outside directors of School Specialty and its 
Subsidiaries. 

Each Obligor will cause each of its Non-Obligor Subsidiaries to comply with all of the 
terms of the Intercompany Subordination and Payment Agreement.  Notwithstanding anything 
contained in this Agreement to the contrary, (x) except for Intercompany Debt permitted under 
Section 6.3(b), no Obligor shall enter into any transaction with, make any loan, advance or other 
investment in, or otherwise transfer any property to any Non-Obligor, and (y) the Obligors shall 
not directly or indirectly declare, order, pay, make or set apart any sum for any payment or 
prepayment, redemption, retirement, defeasance or acquisition of or with respect to 
Intercompany Debt owed by any Obligor to any Non-Obligor, except in an aggregate amount not 
in excess of $250,000 over the term of this Agreement. 

Section 6.13. No Amendments of Organization Documents, Material Contracts or ABL 
DIP Credit Documents.  The Obligors will not, and will not permit any Subsidiary to, amend, 
supplement, terminate, suspend or otherwise modify in any way (a) any Constituent Documents 
pertaining to any Group Member or (b) any Material Contract in any manner that could be 
adverse to the Secured Parties or that could have a Material Adverse Effect.  The Obligors will 
not, and will not permit any Subsidiary to, agree to any amendment or other modification, 
refinancing, extension or renewal of, or waive any of their respective rights under, the ABL DIP 
Credit Documents except as permitted under the Intercreditor Agreement (as in effect on the date 
hereof).  Without limiting the foregoing, the Obligors will not, and will not permit any 
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Subsidiary to, amend or otherwise modify, refinance, extend or renew or otherwise change the 
terms of any other Debt listed on Schedule 6.2, or make any payment consistent with an 
amendment, refinancing, extension or renewal thereof or change thereto, if the effect of such 
amendment, refinancing, extension or renewal or change is to increase the interest rate on, or 
fees or premiums payable with respect to, such Debt, change (to earlier dates) any dates upon 
which payments of principal or interest are due thereon, make more restrictive any covenant or 
other agreement of any Obligor or Subsidiary thereunder, change any event of default or 
condition to an event of default with respect thereto (other than to eliminate any such event of 
default or increase any grace period related thereto), change the redemption, prepayment or 
defeasance provisions thereof, change the subordination provisions thereof (or of any guaranty 
thereof), or change any collateral therefor (other than to release such collateral), or if the effect of 
such amendment or change, together with all other amendments or changes made, is to increase 
materially the obligations of the obligor thereunder or to confer any additional rights on the 
holders of such Debt (or a trustee or other representative on their behalf) which would be adverse 
to any Obligor or to the Secured Parties, in each case as determined by the Administrative Agent 
(at the direction of the Required Lenders in their sole discretion). 

Section 6.14. No Sale-Leaseback Transactions.  The Obligors will not, and will not 
permit any Subsidiary to, directly or indirectly, become or remain liable as lessee or as a 
guarantor or other surety with respect to any lease (including without limitation, a Lease), 
whether an operating lease or a capitalized lease, of any property (whether real, personal or 
mixed), whether now owned or hereafter acquired, (i) that any Group Member has sold or 
transferred or is to sell or transfer to any other Person (other than any other Group Member) or 
(ii) that any Group Member intends to use for substantially the same purpose as any other 
property that has been or is to be sold or transferred by any Group Member to any Person (other 
than any Group Member) in connection with such lease, in each case except for those lease 
transactions existing as of the Closing Date and set forth on Schedule 6.14. 

Section 6.15. Anti-Terrorism Laws.  The Obligors will not, and will not permit any 
Subsidiary to, knowingly (i) conduct any business or engage in any transaction or dealing with 
any Blocked Person, including making or receiving any contribution of funds, goods or services 
to or for the benefit of any Blocked Person, (ii) deal in, or otherwise engage in any transaction 
relating to, any property or interests in property blocked pursuant to the Executive Order No. 
13224; or (iii) engage in or conspire to engage in any transaction that evades or avoids, or has the 
purpose of evading or avoiding, or attempts to violate, any of the prohibitions set forth in the 
Executive Order No. 13224 or the USA Patriot Act.  The Obligors shall deliver to the 
Administrative Agent any certification or other evidence reasonably requested from time to time 
by the Administrative Agent (at the direction of the Required Lenders in their sole discretion), 
confirming the Obligors’ and their Subsidiaries’ compliance with this Section 6.15. 

Section 6.16. Total Outstanding ABL DIP Amount.  The Obligors will not permit the 
Total Outstanding ABL DIP Amount to exceed $175,000,000. 

Section 6.17. [Reserved]. 

Section 6.18. [Reserved]. 
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Section 6.19. [Reserved]. 

Section 6.20. [Reserved]. 

Section 6.21. [Reserved]. 

Section 6.22. [Reserved]. 

Section 6.23. Inventory at Bailees.  The Administrative Borrower will not, and will not 
permit any of its Subsidiaries to, store any of its Inventory at any time with a bailee, 
warehouseman, or similar party except to the extent the aggregate amount of such Inventory does 
not exceed $38,000,000 during the period commencing on May 1st through September 30 of 
each year and does not exceed $10,000,000 at any other time. 

Section 6.24. Maximum ABL Outstandings.  The Borrowers will not permit the 
aggregate amount of (x) ABL DIP Credit Loans and LC Obligations outstanding under the ABL 
DIP Credit Documents, (y) loans, outstanding letters of credit and reimbursement obligations in 
respect of drawn letters of credit under any replacement or refinancing of the ABL DIP Credit 
Documents, and (z) fees payable by the Group Members in connection with the foregoing, at any 
time to exceed 107.5% of the amount, at such time, of the Stated Borrowing Base. 

Section 6.25. Proceeds of Term Loan Priority Collateral.  The Borrowers will not permit 
any Net Cash Proceeds of any Dispositions of property of the Obligors constituting Term Loan 
Priority Collateral (including without limitation from a Carson-Dellosa Drag-Along Sale) to fail 
to be deposited, immediately upon receipt thereof by any Group Member, in the Term Loan 
Priority Collateral Deposit Account.  In the case of any Disposition (or series of related 
Dispositions) of property of the Obligors that includes assets constituting Term Loan Priority 
Collateral, for which the aggregate consideration received by the Obligors exceeds $50,000, the 
Obligors shall (x) no later than two Business Days prior to consummation of such Disposition or 
of the first Disposition in such series, notify in writing each of the Agent and the ABL DIP 
Agent, and such notice shall specify (1) the property to be so Disposed of, and the portion of 
such property constituting Term Loan Priority Collateral, (2) the aggregate consideration to be 
received by the Obligors in connection with such Disposition or Dispositions, (3) the amount of 
the Net Cash Proceeds to be received by the Obligors in connection with such Disposition or 
Dispositions, and (4) the amount of the Net Cash Proceeds to be received by the Obligors in 
connection with such Disposition or Dispositions that is to be deposited in the Term Loan 
Priority Collateral Deposit Account, and (y) immediately upon receiving any Net Cash Proceeds 
in respect of such Disposition or Dispositions, notify in writing each of the Agent and the ABL 
DIP Agent, and such notice shall specify (1) the amount of the Net Cash Proceeds so received by 
the Obligors, and (2) the amount of the Net Cash Proceeds so received by the Obligors that has 
been deposited in the Term Loan Priority Collateral Deposit Account. 

Section 6.26. Select Agendas Legal Opinion.  The Borrowers will not permit the 
revenues of Select Agendas, Corp. (or any successor entity) to exceed $5,000,000 in any trailing 
twelve month period, prior to the date on which the Agent shall have received (x) the executed 
and favorable legal opinions of Nova Scotia counsel (or other applicable local counsel, in the 
case of a successor entity) to Select Agendas, Corp. (or such successor entity), addressing such 
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matters as the Administrative Agent may reasonably request, and (y) executed and, if applicable, 
notarized security documentation under the laws of Quebec, effective to grant and perfect a Lien 
in all property of Select Agendas, Corp. (or such successor entity) under the laws of Quebec in 
favor of the Collateral Agent to secure the Obligations, together with the executed and favorable 
legal opinions of Quebec counsel to Select Agendas, Corp. (or such successor entity), addressing 
such matters as the Administrative Agent (at the direction of the Required Lenders) may 
reasonably request. 

Section 6.27. Premier School Agendas Investments.  Notwithstanding anything else to 
the contrary in this Agreement, the Borrowers will not permit Premier School Agendas, Ltd. or 
any other Non-Obligor to (x) make a Restricted Payment to any Obligor constituting (or giving 
such Obligor any right to receive from Premier School Agendas, Ltd. or any other Non-Obligor) 
cash or Cash Equivalents, or (y) make any loan or advance to, or investment of cash or Cash 
Equivalents in, any Obligor. 

Section 6.28. Chapter 11 Claims.  The Borrowers will not, and will not permit any 
Borrower to, incur, create, assume, suffer to exist or permit any other super priority claim or Lien 
on any Collateral which is pari passu with or senior to the Obligations (or the Liens securing the 
Obligations) hereunder, except in each case for the Carve Out, and Liens with respect to the ABL 
DIP Credit Priority Collateral. 

Section 6.29. Prohibited Use of Proceeds.  Unless and to the extent provided in the DIP 
Order or Section 2.8, the Borrowers will not, and will not permit any Borrower (a) to, use any 
cash or Cash Equivalents (including any proceeds of the Loans) to fund any objection, 
proceeding or other litigation (i) against the Administrative Agent or the Lenders, (ii) 
challenging the validity, perfection, priority, extent or enforceability of the Liens or security 
interests granted to the Administrative Agent or the Lenders or (iii) challenging, disputing or 
objecting to the claims of the Administrative Agent or the Lenders or (b) to use the proceeds of 
any Loan to (i) repay or prepay any of the Debt under the Prepetition ABL Credit Documents or 
the ABL DIP Credit Documents (including any interest, fees, costs and expenses, tax or 
indemnification obligations), (ii) any Taxes incurred upon or as a result of the Disposition of the 
ABL DIP Credit Priority Collateral or (iii) affirmatively commencing or supporting, or paying 
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 Agent or the Lender (or 
any of their affiliates). 

Section 6.30. Amendments to the DIP Order.  The Borrowers will not, and will not 
permit any Borrower to, in each case itself or on its behalf, amend, supplement or otherwise 
modify the DIP Order without the written consent of the Administrative Agent (at the direction 
of the Required Lenders in their sole discretion). 

Section 6.31. Variance Test.  Borrowers will not permit 

(a) (i) the aggregate amount of the actual receipts of the type set forth in the line item 
“Collections” on the accepted  thirteen-week cash flow forecast under the Approved 
Budget during any first fiscal week of any fiscal month of the Administrative Borrower 
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(the first such fiscal week ending on March 9, 2013) (each, a “Single Test Week”) to be 
less than 75% of the budgeted amount, or (ii) the average amount of such actual receipts 
in any rolling two fiscal week period of any fiscal month of the Administrative Borrower 
(for the avoidance of doubt, such rolling two fiscal week period ends on the end of the 
second, third, fourth and (if applicable) fifth fiscal week of each fiscal month) (each, a 
“Rolling Two Week Test Period”) to be less than 80% of the average budgeted amounts 
for such period, in each case of (i) and (ii), set forth in the line item “Collections” on the 
accepted  thirteen-week cash flow forecast under the Approved Budget; 

(b) the average amount of the actual disbursements of the type set forth in the line 
item “Payroll” on the accepted thirteen-week cash flow forecast under the Approved 
Budget in any Rolling Two Week Test Period to exceed 110% of the average of the 
budgeted amounts for such period set forth in the line item “Payroll” on the accepted  
thirteen-week cash flow forecast under the Approved Budget; 

(c) (i) the aggregate amount of the actual disbursements of the type set forth in any of 
the line items “Debtor Professional Fees”, “Professional Fees for Unsecured Creditors”, 
“AP Disbursement” and “Total Disbursements” on the accepted  thirteen-week cash flow 
forecast under the Approved Budget in any Single Test Week to exceed 115% of the 
budgeted amount, or (ii) the average amount of each type of such disbursements in any 
Rolling Two Week Test Period to exceed 110% of the average of the budgeted amounts 
for such period, in each case of (i) and (ii), set forth in the corresponding line item 
“Debtor Professional Fees”, “Professional Fees for Unsecured Creditors”, “AP 
Disbursement” and “Total Disbursements” on the accepted  thirteen-week cash flow 
forecast under the Approved Budget; 

(d) (i) the sum of the aggregate amounts of the actual disbursements of the types set 
forth in line items “Debtor Professional Fees”, “Professional Fees for Unsecured 
Creditors” and “Restructuring/Other Profess. Fees” on the accepted thirteen-week cash 
flow forecast under the Approved Budget (the “Professional Fees Line Items”) in any 
Single Test Week to exceed 115% of sum of the budgeted amounts, or (ii) the average 
amount of the sum of such types of disbursements in any Rolling Two Week Test Period 
to exceed 110% of the average of the sum of the budgeted amounts for such period, in 
each case of (i) and (ii), set forth in the Professional Fees Line Items on the accepted 
thirteen-week cash flow forecast under the Approved Budget; or 

(e) (i) the aggregate amount of the actual net cash flows of the type set forth in any of 
the line items “Net Cash Flows” on the accepted  thirteen-week cash flow forecast under 
the Approved Budget during any Single Test Week to be (x) less than 85% of the 
budgeted amount if such budgeted amount is positive or (y) more than 115% of the 
budgeted amount if such budgeted amount is negative, or (ii) the average amount of such 
type of net cash flows in any Rolling Two Week Test Period to be (x) less than 85% of 
the average of the budgeted amounts for such period if such average is positive or (y) 
more than 115% of the average of the budgeted amounts if such average is negative, in 
each case of (i) and (ii), set forth in the corresponding line item “Net Cash Flows” on the 
accepted  thirteen-week cash flow forecast under the Approved Budget. 
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ARTICLE VII 
EVENTS OF DEFAULT; RIGHTS AND REMEDIES 

Section 7.1. Events of Default.  “Event of Default”, wherever used herein, means any 
one of the following events or circumstances: 

(a) Failure to pay any principal of any Loan or Note, in each case when the same 
becomes due and payable (whether at stated maturity or due date, on demand, upon 
acceleration or otherwise); or 

(b) Failure to pay any interest on any Loan or Note or other Obligation, or any fees, 
costs, expenses, indemnities, reimbursements or other amounts required to be paid by any 
Obligor under this Agreement or any other Loan Document, in each case when the same 
becomes due and payable (whether at stated maturity or due date, on demand, upon 
acceleration or otherwise); or 

(c) (i) Any Group Member shall default in the performance of, or breach, any 
covenant or other agreement on the part of, or applicable to, such Group Member 
contained in this Agreement or any other Loan Document (other than a covenant or 
agreement a default in whose performance or whose breach is elsewhere in this Section 
7.1 specifically dealt with), and, solely in the case of a default in the performance of the 
provisions in Sections 5.2, 5.3, 5.4, 5.5, 5.11(b), 5.14, such default and all consequences 
thereof have not been cured within five (5) days; or (ii) any Default or default or Event of 
Default or event of default shall occur under any ABL DIP Credit Documents; or 

(d) Except pursuant to a valid, binding and enforceable termination or release 
permitted under the Loan Documents and executed by the Administrative Agent or as 
otherwise expressly permitted under any Loan Document, (i) any provision of any Loan 
Document shall, at any time after the delivery of such Loan Document, fail to be valid 
and binding on, or enforceable against, any Obligor party thereto, (ii) any Loan 
Document purporting to grant a Lien to secure any Obligation shall, upon or at any time 
after the delivery of such Loan Document, fail to create a valid and enforceable Lien on 
any Collateral or such Lien shall fail or cease to be a perfected Lien with the priority 
required in the relevant Loan Document, (iii) any subordination provision pertaining to 
Subordinated Debt shall, in whole or in part, terminate or otherwise fail or cease to be 
valid and binding on, or enforceable against, any holder of Subordinated Debt or any 
trustee or representative thereof, or (iv) any Group Member, or any Affiliate thereof, shall 
assert that any of the events described in clause (i), (ii) or (iii) above shall have occurred 
or exist, or shall contest the validity or enforceability of any Loan Document, or of any 
such Lien or subordination provision; or the perfection or priority of any such Lien; or 

(e) [Reserved]; or 

(f) Any representation, warranty or certification made, or deemed made, by or on 
behalf of any Group Member (or any of the officers of any such entity) in this Agreement 
or any other any Loan Document (including pursuant to any request for Loans), or in any 
other certificate, instrument, or statement contemplated by or made or delivered pursuant 
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to or in connection with any Loan Document, shall prove to have been untrue or incorrect 
in any material respect (of if such representation is subject to materiality exceptions, in 
any respect) when made or deemed made; or 

(g) After the Petition Date, one or more judgments, orders, decrees, writs, or warrants 
of attachment or execution (or other similar process) shall be rendered against any Group 
Member or issued or levied against a substantial part of the property of any Group 
Member (i) (A) in the case of money judgments, orders and decrees, involving an 
aggregate amount (excluding amounts adequately covered by insurance payable to any 
Group Member, to the extent the relevant insurer has confirmed in writing coverage and 
liability therefor) in excess of $200,000 for all Group Members in the aggregate, or (B) 
otherwise, that would have, in the aggregate, a Material Adverse Effect and (ii) (A) 
enforcement proceedings shall have been commenced by any creditor upon any such 
judgment, order, decree, writ, warrant or similar process or (B) such judgment, order, 
decree, writ, warrant or similar process shall not have been vacated or discharged for a 
period of 20 consecutive days and there shall not be in effect (by reason of a pending 
appeal or otherwise) any stay of enforcement thereof; or 

(h) Any Group Member is convicted of, or admits in writing its culpability for, a 
violation of (i) any criminal statute (or non-statutory Applicable Law relating to criminal 
offenses) in any jurisdiction constituting a felony offense or, whether or not a felony 
offense, an act of fraud, money laundering, larceny or similar offense or (ii) any statute or 
other Applicable Law, if forfeiture of, or the imposition of a Lien or other claim by any 
Person (other than the Collateral Agent) on or in respect of, any Collateral is a possible 
remedy or penalty that may lawfully be sought for such violation; or 

(i) After the Petition Date, any Group Member (i) fails to make any payment when 
due (whether by scheduled maturity, required prepayment, acceleration, demand, or 
otherwise) in respect of any Debt incurred or arising after the Petition Date (other than 
the Obligations) having an aggregate principal amount (including undrawn committed or 
available amounts and including amounts owing to all creditors under any combined or 
syndicated credit arrangement) of more than $200,000, or in respect of any other material 
contractual obligation or agreement of such Group Member incurred or arising after the 
Petition Date (including any Material Contract), and such failure continues after the 
applicable grace or notice period, if any, specified in the document relating thereto on the 
date of such failure; or (ii) fails to perform or observe any other condition or covenant 
incurred or arising after the Petition Date under any agreement or instrument relating to 
any such Debt, contractual obligation or other agreement, or any other event shall occur 
or condition exist under any agreement or instrument relating to any such Debt, 
contractual obligation or other agreement, that is a default or event of default thereunder 
or gives rise to a right of any other Person to terminate any such agreement or accelerate 
any such Debt; or (iii) permits to occur or exist after the Petition Date any default or early 
termination event with respect to any Hedge Agreement to which any Group Member is a 
party under which the aggregate liability of the Group Members is more than $200,000, 
other than (x) any default arising prior to the Petition Date, (y) due to the filing, 
commencement and continuation of the Chapter 11 Cases and any litigation resulting 
therefrom), or (z) due to restrictions on payments arising thereby; or 
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(j) Any occurrence of one or more ERISA Events that, either individually or in the 
aggregate, (a) have had or could reasonably be expected to result in a Liability in excess 
of $50,000 or (b) result in a Lien on any of the assets of any Group Member; or 

(k) Any Group Member incurring or becoming liable for, or (except to the extent 
disclosed on Schedule 4.12) being liable for or suffering to exist, any Environmental 
Liability (i) that, individually or in the aggregate together with all other such 
Environmental Liabilities of the Group Members taken as a whole, could reasonably be 
expected to have a Material Adverse Effect or result in a material diminution of the value 
of the Collateral, or (ii) in an aggregate amount, collectively for all such Environmental 
Liabilities, in excess of $50,000; or 

(l) Except to the extent permitted by Section 6.5, any Group Member shall liquidate, 
dissolve, terminate or suspend its business operations or any substantial part thereof or 
otherwise fail to operate its business in the ordinary course (except for the filing, 
commencement and continuation of the Chapter 11 Cases and events that customarily 
result from the filing, commencement and continuation of the Chapter 11 Cases), or shall 
sell all or a material part of its assets, or a material part of its property or business is 
taken, lost or impaired through condemnation or otherwise, the loss of which could 
reasonably be expected to have a Material Adverse Effect, or the management of any 
Group Member or is displaced of its authority in the conduct of its business or such 
business is curtailed or materially impaired, whether by action of any Governmental 
Authority or otherwise; or 

(m) A Change of Control shall occur; or 

(n) A Material Adverse Effect shall occur; or 

(o) There shall occur one or more casualty or condemnation losses (excluding 
amounts adequately covered by insurance payable to any Group Member, to the extent 
the relevant insurer has confirmed in writing coverage and liability therefor) in an 
aggregate amount in excess of $200,000 in connection with the properties of the Group 
Members; or 

(p) Any scheduled or non-scheduled payment, redemption, retirement, or other 
satisfaction of or with respect to any principal, interest or other amount payable on or 
with respect to any Subordinated Debt shall occur; or 

(q) [Reserved]; or 

(r) A Cash Dominion Event shall occur; or 

(s) There shall have occurred any of the following in any Chapter 11 Case: 

(i) the bringing of a motion, taking of any action or the filing of any plan of 
reorganization or disclosure statement attendant thereto, in each case, by any Obligor in 
any Chapter 11 Case, or the entry of any order by the Bankruptcy Court in any Chapter 
11 Case: (w) to obtain additional financing under Section 364(c) or (d) of the Bankruptcy 
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Code not otherwise permitted pursuant to this Agreement or that does not provide for the 
repayment of all Obligations under this Agreement in full in cash; (x) to grant any Lien 
other than Liens expressly permitted under this Agreement upon or affecting any 
Collateral; (y) except as provided in the Interim or Final Order, as the case may be, to use 
cash collateral of Agent under Section 363(c) of the Bankruptcy Code without the prior 
written consent of the Agent and the Required Lenders; or (z) that (in the case of any 
Obligor) requests or seeks authority for or that (in the case of an order entered by the 
Bankruptcy Court on account of a request by any Obligor) approves or provides authority 
to take any other action or actions adverse to the Agent and the Lenders or their rights 
and remedies hereunder or their interest in the Collateral; 

(ii) the filing of any plan of reorganization or disclosure statement attendant 
thereto, or any direct or indirect amendment to such plan or disclosure statement, by any 
Obligor which does not provide for the repayment of all Obligations under this 
Agreement in full in cash on the earlier of the “Effective Date” of such plan and the 
Maturity Date, and to which the Agent and the Required Lenders do not consent or 
otherwise agree to the treatment of their claims or the termination of any Obligor’s 
exclusive right to file and solicit acceptances of a plan of reorganization; 

(iii) the entry of an order in any of the Chapter 11 Cases confirming a plan or 
plans of reorganization that does not (a) contain a provision for repayment in full in cash 
of all of the Obligations under this Agreement on or before the earlier of the effective 
date of such plan or plans and the Maturity Date and (b) provide for the continuation of 
the Liens and security interests granted to the Collateral Agent for the benefit of the 
Lenders and priority until the Obligations have been paid in full in cash; 

(iv) the entry of an order amending, supplementing, staying, vacating or 
otherwise modifying any Loan Document or the Interim Order or the Final Order in any 
case without the prior written consent of Agent and the Required Lenders; 

(v) the Final Order is not entered on or before March 15, 2013 (or such other 
period as Agent and Required Lenders may agree to in writing); 

(vi) the payment of, or application by any Obligor for authority to pay, any 
pre-petition claim without the Required Lenders’ prior written consent other than as 
provided in any “first day order” in form and substance acceptable to Required Lenders 
and as set forth in the Approved Budget or unless otherwise permitted under this 
Agreement; 

(vii) the entry of an order by the Bankruptcy Court appointing, or the filing of 
an application by any Obligor, for an order seeking the appointment of, in either case 
with the consent of the Required Lenders,  an interim or permanent trustee in any Chapter 
11 Case or the appointment of a receiver or an examiner under section 1104 of the 
Bankruptcy Code in any Chapter 11 Case with expanded powers (beyond those set forth 
in sections 1106(a)(3) and 1106(a)(4) of the Bankruptcy Code) to operate or manage the 
financial affairs, the business, or reorganization of the Borrowers or with the power to 
conduct an investigation of (or compel discovery from) Agent or Lenders; or the sale 
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without the Required Lenders’ consent, of all or substantially all of a Borrower’s assets 
either through a sale under section 363 of the Bankruptcy Code, through a confirmed plan 
of reorganization in the Chapter 11 Cases, or otherwise that does not provide for payment 
in full in cash of the Obligations; 

(viii) the dismissal of any Chapter 11 Case which does not contain a provision 
for payment in full in cash of all noncontingent monetary Obligations of the Borrowers 
hereunder, or if any Obligor shall file a motion or other pleading seeking the dismissal of 
any Chapter 11 Case which does not contain a provision for payment in full in cash of all 
noncontingent monetary Obligations of the Borrowers hereunder; 

(ix) the conversion of any Chapter 11 Case from one under chapter 11 to one 
under chapter 7 of the Bankruptcy Code or any Obligor shall file a motion or other 
pleading seeking the conversion of any Chapter 11 Case under section 1112 of the 
Bankruptcy Code or otherwise; 

(x) the entry of an order by the Bankruptcy Court granting relief from or 
modifying the automatic stay of Section 362 of the Bankruptcy Code (x) to allow any 
creditor to execute upon or enforce a Lien on any Collateral, or (y) with respect to any 
Lien of or the granting of any Lien on any Collateral to any state or local environmental 
or regulatory agency or authority; 

(xi) the entry of an order in any Chapter 11 Case avoiding or requiring 
repayment of any portion of the payments made on account of the Obligations owing 
under this Agreement or the other Loan Documents; 

(xii) the failure of any Obligor to perform any of its obligations under the 
Interim Order or the Final Order or any violation of any of the terms of the Interim Order 
or the Final Order; 

(xiii) [Reserved]; 

(xiv) the remittance, use or application of the proceeds of Collateral other than 
in accordance with cash management procedures and agreements acceptable to the 
Required Lenders; 

(xv) the use of cash collateral of the [Prepetition Agents] and [Prepetition Debt 
Holders] for any purpose other than to pay expenditures set forth in the Approved 
Budget; 

(xvi) the entry of an order in any of the Chapter 11 Cases granting any other 
super priority administrative claim or Lien equal or superior to that granted to Agent, on 
behalf of itself and Lenders without the consent in writing of Agent and Required 
Lenders other than Liens with respect to the ABL DIP Credit Priority Collateral; 

(xvii) the filing of a motion by any Obligor requesting, or the entry of any order 
granting, any super-priority claim which is senior or pari passu with the Lenders’ claims 



 

105 
 

or with the claims of the [Prepetition Debt Holders] under the [Prepetition Debt 
Documents]; 

(xviii) the entry of an order precluding the Agent to have the right to or be 
permitted to “credit bid”; 

(xix) the obtaining of additional financing or the granting of Liens not expressly 
permitted hereunder; 

(xx) the use of cash collateral without the prior written consent of the Required 
Lenders; 

(xxi) any attempt by an Obligor to reduce, set off or subordinate the Obligations 
or the Liens securing such Obligations to any other Debt; 

(xxii) the reversal, vacation or stay of the effectiveness of either the Interim 
Order or the Final Order; 

(xxiii) the payment of or granting adequate protection (except for Adequate 
Protection Payments) with respect to any Prepetition Indebtedness (other than with 
respect to payment permitted as set forth in the Interim Order or the Final Order); 

(xxiv) an application for any of the orders described in this Section 7.1(s) 
including, without limitation, clauses (i), (iii), (iv), (viii), (ix), (x), (xi) (xvi) or (xviii) 
shall be made by a Person other than the Agent or the Lenders and such application is not 
contested by the Borrowers in good faith and the relief requested is granted in an order 
that is not stayed pending appeal; 

(xxv) the cessation of Liens or super-priority claims granted with respect to this 
Agreement to be valid, perfected and enforceable in all respects; or 

(xxvi) the Bankruptcy Court shall cease to have exclusive jurisdiction with 
respect to all matters relating to the exercise of rights and remedies under the Loan 
Documents, the DIP Order, DIP Liens and the Collateral; 

(xxvii) [Reserved]; 

(t) A representative of Alvarez & Marsal ceases to serve as chief restructuring officer 
and the Administrative Borrower fails to appoint a replacement reasonably acceptable to 
the Required Lenders within seven days following such cessation of service; or 

(u) Any creditor executes upon or enforces a Lien in any Collateral; or 

(v) Any Insolvency Proceeding is commenced by or against a Group member that is 
not a Debtor in the Chapter 11 Cases without the consent of the Administrative Agent. 

Section 7.2. Rights and Remedies.  Upon the occurrence and during the continuance of 
an Event of Default (unless waived in writing by the Required Lenders), the Administrative 
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Agent (at the direction of the Required Lenders) may upon five (5) days’ written notice to the 
Administrative Borrower (and, upon written request of the Required Lenders, the Administrative 
Agent shall) exercise any or all of the following rights and remedies: 

(a) declare all or any portion of the Commitments, if then in effect, to be terminated, 
whereupon the same shall forthwith terminate; 

(b) declare all or any portion of the unpaid principal amount of the Loans, all interest 
accrued and unpaid thereon, and all other Obligations to be forthwith immediately due 
and payable or otherwise accelerated, whereupon the Loans, all such accrued interest and 
all such other Obligations shall become and be forthwith due and payable, without 
presentment, demand, protest or further notice of any kind, all of which are hereby 
expressly waived by each Obligor; 

(c) apply any and all monies owing by any Secured Party to any Group Member to 
the payment of the Loans, including interest accrued thereon, or to payment of any or all 
other Obligations then owing by the Obligors; 

(d) exercise and enforce the rights and remedies available to the Agent, the Lenders 
or any other Secured Party under any Loan Document and under Applicable Law, 
including all rights and remedies with respect to the Collateral under the Loan 
Documents and under Applicable Law; and 

(e) exercise any other rights and remedies available to the Agent (including, without 
limitation, hereunder and under any other Loan Documents), the Lenders or any other 
Secured Party under Applicable Law, any Loan Document or otherwise. 

Such rights and remedies include the rights (subject to the provisions of the Intercreditor 
Agreement, where applicable) to (i) take possession of any Collateral; (ii) require the Obligors to 
assemble Collateral, at the Obligors’ expense, and make it available to the Collateral Agent at a 
place designated by the Collateral Agent; (iii) enter any premises where Collateral is located and 
store Collateral on such premises until sold (and if the premises are owned or leased by an 
Obligor, such Obligor agrees not to charge for such storage); and (iv) Dispose of any Collateral 
in its then condition, or after any further manufacturing or processing thereof, at public or private 
sale, with such notice as may be required by Applicable Law, in lots or in bulk, and at such 
locations, all as the Collateral Agent, in its discretion, deems advisable.  Each Obligor agrees that 
10 days’ notice of any proposed Disposition of Collateral by the Collateral Agent shall be 
reasonable.  The Collateral Agent shall have the right to conduct such sales on any Obligor’s 
premises, without charge, and such sales may be adjourned from time to time in accordance with 
Applicable Law.  The Collateral Agent shall have the right to Dispose of any Collateral for cash, 
credit or any combination thereof, and the Collateral Agent may purchase any Collateral at 
public or, if permitted by law, private sale and, in lieu of actual payment of the purchase price, 
may “credit bid” or otherwise set off the amount of such price against the Obligations. 

Each Obligor hereby agrees that:  (a) so long as the Agent complies with its obligations, if any, 
under the UCC, the Agent, the Lenders, and the other Secured Parties shall not in any way or 
manner be liable or responsible for:  (i) the safekeeping of the Collateral, (ii) any loss or damage 
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thereto occurring or arising in any manner or fashion from any cause, (iii) any diminution in the 
value thereof, or (iv) any act or default of any carrier, warehouseman, bailee, forwarding agency, 
or other Person, and (b) all risk of loss, damage, or destruction of the Collateral shall be borne by 
the Obligors. 

At any time during an Event of Default, the Agent, the Lenders, the other Secured Parties and 
any of their Affiliates are authorized, to the fullest extent permitted by Applicable Law, to set off 
and apply any and all deposits (general or special, time or demand, provisional or final, in 
whatever currency) at any time held and other obligations (in whatever currency) at any time 
owing by the Agent, such Lender, such other Secured Party or such Affiliate to or for the credit 
or the account of an Obligor against any Obligations, irrespective of whether or not the Agent, 
such Lender, such other Secured Party or such Affiliate shall have made any demand under this 
Agreement or any other Loan Document and although such Obligations may be contingent or 
unmatured or are owed to a branch or office of the Agent, such Lender, such other Secured Party 
or such Affiliate different from the branch or office holding such deposit or obligated on such 
obligation.  The rights of the Agent, each Lender, each such other Secured Party and each such 
Affiliate under this Section are in addition to other rights and remedies (including other rights of 
setoff) that such Person may have. 

ARTICLE VIII 
AGREEMENT AMONG LENDERS AND AGENT 

Section 8.1. Authorization; Powers.  Each Lender irrevocably appoints and authorizes 
the Administrative Agent to act as administrative agent, and the Collateral Agent to act as 
collateral agent, for and on behalf of such Lender to the extent provided herein, in any Loan 
Documents (including by way of acting as “Secured Party” under any Loan Document relating to 
Collateral) or in any other document or instrument delivered hereunder or in connection 
herewith, and to take such other actions as may be reasonably incidental thereto.  The 
Administrative Agent agrees to act as administrative agent for each Lender, and the Collateral 
Agent agrees to act as collateral agent for each Lender, upon the express conditions contained in 
this Article VIII, but in no event shall the Agent constitute a fiduciary of any Lender, nor shall 
the Agent have any fiduciary responsibilities in respect of any Lender.  In furtherance of the 
foregoing, and not in limitation thereof, each Lender irrevocably (a) authorizes the Agent to 
execute and deliver and perform those obligations under each of the Loan Documents to which 
the Agent is a party as are specifically delegated to the Agent, and to exercise all rights, powers 
and remedies as may be specifically delegated hereunder or thereunder, together with such 
additional powers as may be reasonably incidental thereto, (b) appoints the Agent as nominal 
beneficiary or nominal secured party, as the case may be, under the Loan Documents and all 
related UCC financing statements (to the extent of the collateral security granted with respect to 
the Obligations), and (c) authorizes the Agent to act as agent of and for such Lender for purposes 
of holding, perfecting and Disposing of Collateral under the Loan Documents.  As to any matters 
not expressly provided for by the Loan Documents, the Agent shall not be required to exercise 
any discretion or take any action, but shall be required to act or to refrain from acting (and shall 
be fully protected in so acting or refraining from acting) upon the instructions of the Required 
Lenders or, if so required pursuant to Section 10.2, upon the instructions of all Lenders; 
provided, however, that except for action expressly required of the Agent hereunder, the Agent 
shall in all cases be fully justified in failing or refusing to act hereunder unless it shall be 
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indemnified to its satisfaction by the Lenders against any and all liability and expense which may 
be incurred by it by reason of taking or continuing to take any such action, and the Agent shall 
not in any event be required to take any action which is contrary to the Loan Documents or 
Applicable Law. 

(a) The Lenders hereby irrevocably authorize Agent to release any Lien on any 
Collateral (i) upon the termination of the Commitments and payment and satisfaction in 
full by Borrowers of all of the Obligations, (ii) constituting property being Disposed of if 
a release is required or desirable in connection therewith and if Administrative Borrower 
certifies to Agent that the Disposition is permitted under Section 6.5 (and Agent may rely 
conclusively on any such certificate, without further inquiry), (iii) constituting property in 
which School Specialty or its Subsidiaries owned no interest at the time Agent’s Lien was 
granted nor at any time thereafter, or (iv) constituting property leased to School Specialty 
or its Subsidiaries under a lease that has expired or is terminated in a transaction 
permitted under this Agreement.  The Obligors and the Lenders hereby irrevocably 
authorize Agent, based upon the instruction of the Required Lenders, to (a) consent to, 
credit bid or purchase (either directly or through one or more acquisition vehicles) all or 
any portion of the Collateral at any sale thereof conducted under the provisions of the 
Bankruptcy Code, including under Section 363 of the Bankruptcy Code, (b) credit bid or 
purchase (either directly or through one or more acquisition vehicles) all or any portion of 
the Collateral at any Disposition thereof conducted under the provisions of the UCC, 
including pursuant to Sections 9-610 or 9-620 of the UCC, or (c) credit bid or purchase 
(either directly or through one or more acquisition vehicles) all or any portion of the 
Collateral at any other sale or foreclosure conducted by Agent (whether by judicial action 
or otherwise) in accordance with applicable law.  In connection with any such credit bid 
or purchase, (i) the Obligations owed to the Lenders shall be entitled to be, and shall be, 
credit bid on a ratable basis (with Obligations with respect to contingent or unliquidated 
claims being estimated for such purpose if the fixing or liquidation thereof would not 
unduly delay the ability of Agent to credit bid or purchase at such Disposition of the 
Collateral and, if such claims cannot be estimated without unduly delaying the ability of 
Agent to credit bid, then such claims shall be disregarded, not credit bid, and not entitled 
to any interest in the asset or assets purchased by means of such credit bid) and the 
Lenders shall be entitled to receive interests (ratably based upon the proportion of their 
Obligations credit bid in relation to the aggregate amount of Obligations so credit bid) in 
the asset or assets so purchased (or in the Equity Interests of the acquisition vehicle or 
vehicles that are used to consummate such purchase), and (ii) Agent, based upon the 
instruction of the Required Lenders, may accept non-cash consideration, including debt 
and equity securities issued by such acquisition vehicle or vehicles and in connection 
therewith Agent may reduce the Obligations owed to the Lenders (ratably based upon the 
proportion of their Obligations credit bid in relation to the aggregate amount of 
Obligations so credit bid) based upon the value of such non-cash consideration.  Except 
as provided above, Agent will not execute and deliver a release of any Lien on any 
Collateral without the prior written authorization of (y) if the release is of all or 
substantially all of the Collateral, all of the Lenders, or (z) otherwise, the Required 
Lenders.  Upon request by Agent or Administrative Borrower at any time, the Lenders 
will confirm in writing Agent’s authority to release any such Liens on particular types or 
items of Collateral pursuant to this Section 8.1(b); provided, that (1) Agent shall not be 
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required to execute any document necessary to evidence such release on terms that, in 
Agent’s opinion, would expose Agent to liability or create any obligation or entail any 
consequence other than the release of such Lien without recourse, representation, or 
warranty, and (2) such release shall not in any manner discharge, affect, or impair the 
Obligations or any Liens (other than those expressly being released) upon (or obligations 
of any Obligor in respect of) all interests retained by any Loan Party, including, the 
proceeds of any Disposition, all of which shall continue to constitute part of the 
Collateral.  The Lenders further hereby irrevocably authorize Agent, at its option and in 
its sole discretion, to subordinate any Lien granted to or held by Agent under any Loan 
Document to the holder of any Permitted Lien on such property if such Permitted Lien 
secures Permitted PMM/Capital Lease Debt. 

(b) Agent shall have no obligation whatsoever to any of the Lenders to assure that the 
Collateral exists or is owned by School Specialty or its Subsidiaries or is cared for, 
protected, or insured or has been encumbered, or that Agent’s Liens have been properly 
or sufficiently or lawfully created, perfected, protected, or enforced or are entitled to any 
particular priority, or that any particular items of Collateral meet the eligibility criteria 
applicable in respect thereof or whether to impose, maintain, reduce, or eliminate any 
particular reserve hereunder or whether the amount of any such reserve is appropriate or 
not, or to exercise at all or in any particular manner or under any duty of care, disclosure 
or fidelity, or to continue exercising, any of the rights, authorities and powers granted or 
available to Agent pursuant to any of the Loan Documents, it being understood and 
agreed that in respect of the Collateral, or any act, omission, or event related thereto, 
subject to the terms and conditions contained herein, Agent may act in any manner it may 
deem appropriate, in its sole discretion given Agent’s own interest in the Collateral in its 
capacity as one of the Lenders and that Agent shall have no other duty or liability 
whatsoever to any Lender as to any of the foregoing, except as otherwise provided herein. 

Section 8.2. Application of Proceeds.  The Agent, after deduction of any costs of 
collection, as provided in Section 8.5, shall remit to each Lender (to the extent a Lender is to 
share therein and subject to the provisions of Section 2.10(f)) that Lender’s pro rata share of all 
payments of principal, interest, premiums and fees payable hereunder in accordance with such 
Lender’s appropriate Percentage.  Each Lender’s interest under the Loan Documents shall be 
payable solely from payments, collections and proceeds actually received by the Agent under the 
Loan Documents; and the Agent’s only liability to a Lender with respect to any such payments, 
collections and proceeds shall be to account for such Lender’s Percentage of such payments, 
collections and proceeds in accordance with this Agreement.  If the Agent is required for any 
reason to refund any such payments, collections or proceeds, each Lender will refund to the 
Agent, upon demand, its Percentage of such payments, collections or proceeds, together with its 
Percentage, or share, as applicable, of interest or penalties, if any, payable by the Agent in 
connection with such refund.  If any Lender has wrongfully refused to fund its Percentage of any 
Loans, or if the outstanding principal balance of the Loans made by any Lender is for any other 
reason less than its respective Percentage of the aggregate principal balance of all Loans, the 
Agent may remit payments received by it to the other Lenders until such payments have reduced 
the aggregate amounts owed by the Borrowers to the extent that the aggregate amount of the 
Loans owing to such Lender hereunder are equal to its Percentage of the aggregate amounts of 
the Loans owing to all of the Lenders hereunder.  The foregoing provision is intended only to set 
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forth certain rules for the application of payments, proceeds and collections in the event that a 
Lender has breached its obligations hereunder and shall not be deemed to excuse any Lender 
from such obligations. 

Section 8.3. Exculpation.  The Agent shall not be liable for any action taken or omitted 
to be taken by the Agent in connection with the Loan Documents, except for its own gross 
negligence, fraud or willful misconduct.  The Agent shall be entitled to rely upon advice of 
counsel concerning legal matters, the advice of independent public accountants with respect to 
accounting matters and advice of other experts as to any other matters and upon any Loan 
Document and any schedule, certificate, statement, report, notice or other writing which it 
reasonably believes to be genuine or to have been presented by a proper Person.  Neither the 
Agent nor any of its Affiliates or any of its or their respective directors, officers, employees or 
agents shall be responsible or in any way liable with respect to or for (a) any recitals, 
representations or warranties contained in, or for the execution, legality, validity, genuineness, 
sufficiency, effectiveness or enforceability of any Loan Document, or any other instrument or 
document delivered hereunder or in connection herewith, (b) the validity, genuineness, 
perfection, priority, effectiveness, enforceability, existence, value or enforcement of any 
Collateral, or (c) except for its own gross negligence, fraud or willful misconduct, any action 
taken or omitted by it.  The designation of U.S. Bank (or any successor thereto as Agent) as 
Agent hereunder shall in no way impair or affect any of the rights and powers of, or impose any 
duties or obligations upon, U.S. Bank (or such successor thereto) in its individual capacity as 
Lender hereunder.  Any reference herein to any matter being “to the satisfaction of” or 
“satisfactory to” the Administrative Agent shall require the affirmative approval of the Required 
Lenders.  At all times, the Administrative Agent shall follow the instructions of the Required 
Lenders unless a provision of a Loan Document explicitly states otherwise. 

Section 8.4. Use of the term “Agent”.  The term “Agent” is used herein in reference to 
the Agent merely as a matter of custom.  It is intended to reflect only an administrative 
relationship between the Agent and the Lenders, in each case as independent contracting parties.  
However, the obligations of the Agent shall be limited to those expressly set forth herein and in 
no event shall the use of such term create or imply any fiduciary relationship or any other 
obligation arising under the general law of agency. 

Section 8.5. Reimbursement for Costs and Expenses.  All payments, collections and 
proceeds received or effected by the Agent may be applied first to pay or reimburse the Agent 
for all reasonable costs and expenses at any time incurred by or imposed upon the Agent in 
connection with this Agreement or any other Loan Document (including but not limited to all 
reasonable attorney’s fees), foreclosure or liquidation expenses and advances made to protect the 
security of any collateral (to the extent of the collateral security is granted with respect to the 
Obligations).  If the Agent does not receive payments, collections or proceeds sufficient to cover 
any such costs and expenses within five (5) days after their incurrence or imposition, each 
Lender shall, upon demand, remit to the Agent such Lender’s Percentage of the difference 
between (i) such costs and expenses and (ii) such payments, collections and proceeds, together 
with interest on such amount for each day following the thirtieth day after demand therefor until 
so remitted at a rate equal to the Federal Funds Rate for each such day. 
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Section 8.6. Payments Received Directly by Lenders.  If any Lender shall obtain any 
payment or other recovery (whether voluntary, involuntary, by application of offset or otherwise) 
on account of any Loan or on account of any interest, premium or fees under this Agreement 
(other than through distributions made in accordance with Section 8.2 hereof) in excess of such 
Lender’s applicable Percentage with respect to the Loan, such Lender shall promptly give notice 
of such fact to the Agent and shall promptly remit to the Agent such amount as shall be 
necessary to cause the remitting Lender to share such excess payment or other recovery ratably 
with each of the Lenders in accordance with their respective applicable Percentages, together 
with interest for each day on such amount until so remitted at a rate equal to the Federal Funds 
Rate for each such day; provided, however, that if all or any portion of the excess payment or 
other recovery is thereafter recovered from such remitting Lender or holder, the remittance shall 
be restored to the extent of such recovery. 

Section 8.7. Indemnification.  Each Lender severally, but not jointly, hereby agrees to 
indemnify and hold harmless the Agent, as well as the Agent’s agents, employees; officers and 
directors, ratably according to their respective Percentages from and against any and all losses, 
liabilities (including liabilities for penalties), actions, suits, judgment, demands, damages, costs, 
disbursements, or expenses (including attorneys’ fees and expenses, and costs of in-house 
counsel) of any kind or nature whatsoever, which are imposed on, incurred by, or asserted 
against the Agent or its agents, employees, officers or directors in any way relating to or arising 
out of the Loan Documents, or as a result of any action taken or omitted to be taken by the 
Agent; provided, however, that no Lender shall be liable for any portion of any such losses, 
liabilities (including liabilities for penalties), actions, suits, judgments, demands, damages, costs 
disbursements, or expenses resulting from the gross negligence, fraud or willful misconduct of 
the Agent. 

Section 8.8. Agent and Affiliates.  U.S. Bank (and any successor thereto as Agent) 
shall have the same rights and powers in its capacity as a Lender hereunder as any other Lender 
and may exercise or refrain from exercising the same as though it were not the Agent, and U.S. 
Bank (or such successor) and its affiliates may accept deposits from and generally engage in any 
kind of business with the Group Members or their Affiliates as fully as if U.S. Bank (or such 
successor) were not the Agent hereunder. 

Section 8.9. Credit Investigation.  Each Lender acknowledges that it has made such 
inquiries and taken such care on its own behalf as would have been the case had its Loans made 
directly by such Lender to the Borrowers without the intervention of the Agent or any other 
Lender.  Each Lender agrees and acknowledges that the Agent and each other Lender makes no 
representations or warranties about the creditworthiness of the Obligors or any other party to this 
Agreement or with respect to or for (a) any recitals, representations or warranties contained in, or 
for the execution, legality, validity, genuineness, sufficiency, effectiveness or enforceability of 
any Loan Document, or any other instrument or document delivered hereunder or in connection 
herewith, (b) the validity, genuineness, perfection, priority, effectiveness, enforceability, 
existence, value or enforcement of any Collateral. 

Section 8.10. Defaults.  The Agent shall have no duty to inquire into any performance or 
failure to perform by the Group Members and shall not be deemed to have knowledge of the 
occurrence of a Default or an Event of Default (other than under Sections 7.1(a) or 7.1(b)) hereof 
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unless the Agent has received notice from a Lender or a Borrower specifying the occurrence of 
such Default or Event of Default.  In the event that the Agent receives such a notice of the 
occurrence of a Default or an Event of Default, the Agent shall give prompt notice thereof to the 
Lenders.  In the event of any Default, the Agent shall (subject to Section 8.7 hereof) (a) in the 
case of a Default that constitutes an Event of Default, not take any of the actions referred to in 
Section 7.2(b) hereof unless so directed by the Required Lenders, and (b) in the case of any 
Default or Event of Default, take such actions with respect to such Default as shall be directed by 
the Required Lenders; provided that, unless and until the Agent shall have received such 
directions, the Agent may take any action, or refrain from taking any action, with respect to such 
Default or Event of Default as it shall deem advisable in the best interest of the Lenders. 

Section 8.11. Obligations Several.  The obligations of each Lender hereunder are the 
several obligations of such Lender, and neither any Lender nor the Agent shall be responsible for 
the obligations of any other Lender hereunder, nor will the failure by the Agent or any Lender to 
perform any of its obligations hereunder relieve the Agent or any other Lender from the 
performance of its respective obligations hereunder.  Nothing contained in this Agreement, and 
no action taken by any Lender or the Agent pursuant hereto or in connection herewith or 
pursuant to or in connection with the Loan Documents shall be deemed to constitute the Lenders, 
together or with or without the Agent, as a partnership, association, joint venture, or other entity. 

Section 8.12. Sale or Assignment; Addition of Lenders.  Except as permitted under the 
terms and conditions of this Section 8.12, no Lender may sell, assign or transfer its rights or 
obligations under this Agreement or such Lender’s Notes or Loans or Commitment. 

(i) Subject to the conditions set forth in paragraph (a)(ii) below, any Lender 
may at any time upon at least five Business Day’s advance notice to the Administrative 
Agent and the Administrative Borrower assign to one or more assignees that (x) is a 
domestic or foreign bank (having a branch office in the United States), an insurance 
company, a hedge fund or analogous investment fund, an Approved Fund or any other 
financial institution (provided that such proposed assignee, if other than a fund, has 
capital and surplus, or in the case of a fund (other than an Approved Fund), has, together 
with all other funds under common management, investment assets, as applicable, in 
excess of $250 million), and (y) is not an Obligor or a Group Member or an Affiliate of 
any of the foregoing or a natural person or a competitor of any Group Member whose 
primary business competes in the same business segment and in the same geographic area 
as the Group Members (any such bank, insurance company, fund or Approved Fund 
meeting the foregoing requirements, an “Applicant”) on any date (the “Adjustment 
Date”) selected by such Lender, all or a portion of such Lender’s rights and obligations 
under this Agreement (including all or a portion of its Commitment, the Notes and Loans 
at the time owing to it) with the prior written consent of: 

(A) the Administrative Borrower (such consent not to be unreasonably 
withheld, delayed or conditioned); provided that no consent of the Administrative 
Borrower shall be required for an assignment to a Lender, an Affiliate of a 
Lender, an Approved Fund or, if a Default or Event of Default has occurred and is 
continuing, any other assignee; and 
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(B) the Administrative Agent (which consent of the Administrative 
Agent may be withheld or given in the Administrative Agent’s sole discretion); 
provided that no consent of the Administrative Agent shall be required for an 
assignment of all or any portion of a Note or Loan to a Lender, an Affiliate of a 
Lender or an Approved Fund. 

(ii) Assignments shall be subject to the following additional conditions: 

(A) except in the case of any assignment made in connection with an 
assignment of the entire remaining amount of the assigning Lender’s 
Commitment and Notes and Loans at the time owing to it or in the case of an 
assignment to a Lender or an Affiliate of a Lender or an Approved Fund with 
respect to a Lender, the aggregate amount of the Commitment or, if the applicable 
Commitment is not then in effect, the principal outstanding balance of the Loans 
of the assigning Lender subject to each such assignment (determined as of the 
date the Assignment Certificate with respect to such assignment is delivered to the 
Administrative Agent or, if “Trade Date” is specified in the Assignment 
Certificate, as of the Trade Date) shall not be less than $1.0 million, unless each 
of the Administrative Agent and, so long as no Default has occurred and is 
continuing, Administrative Borrower otherwise consents (each such consent not 
to be unreasonably withheld or delayed); 

(B) each partial assignment shall be made as an assignment of a 
proportionate part of all the assigning Lender’s rights and obligations under this 
Agreement with respect to the Loans or the Commitment, as applicable, assigned; 

(C) the Administrative Agent, the assigning Lender and such Applicant 
shall, on or before the Adjustment Date, execute and deliver to the Administrative 
Agent an Assignment Certificate in substantially the form of Exhibit G (an 
“Assignment Certificate”); 

(D) if requested by the Administrative Agent, each Borrower will 
execute and deliver to the Administrative Agent, for delivery by the 
Administrative Agent in accordance with the terms of the Assignment Certificate, 
(i) a new Note payable to the order of the Applicant in the amount corresponding 
to the applicable Loan acquired by such Applicant and (ii) a new Note payable to 
the order of the assigning Lender in the amount corresponding to the retained 
Loan.  Such new Notes shall be in an aggregate principal amount equal to the 
principal amount of the Notes to be replaced by such new Notes, shall be dated 
the effective date of such assignment and shall otherwise be in the form of the 
Note to be replaced thereby.  Such new Notes shall be issued in substitution for, 
but not in satisfaction or payment of, the Note being replaced thereby and such 
new Notes shall be treated as a Note) for all purposes of this Agreement; and 

(E) the assigning Lender shall pay to the Administrative Agent an 
administrative fee of $3,500. 
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(iii) Any assignment or purported assignment to any Person that is not an 
Eligible Assignee shall be null and void.  Upon the execution and delivery of such 
Assignment Certificate and such new Notes, and effective as of the effective date thereof 
(A) this Agreement shall be deemed to be amended to the extent, and only to the extent, 
necessary to reflect the addition of such additional Lender and the resulting adjustment of 
the Percentages arising therefrom, (B) the assigning Lender shall be relieved of all 
obligations hereunder to the extent of the reduction of the assigning Lender’s Percentage, 
and (C) the Applicant shall become a party hereto and shall be entitled to all rights, 
benefits and privileges accorded to a Lender herein and in each other Loan Document or 
other document or instrument executed pursuant hereto and subject to all obligations of a 
Lender hereunder, including, without limitation, the right to approve or disapprove 
actions which, in accordance with the terms hereof, require the approval of the Required 
Lenders or all Lenders.  In order to facilitate the addition of additional Lenders hereto, 
the Administrative Borrower (subject to its approval rights hereunder, if any) and the 
Lenders shall cooperate fully with the Administrative Agent in connection therewith and 
shall provide all reasonable assistance requested by the Administrative Agent relating 
thereto, including, without limitation, the furnishing of such written materials and 
financial information regarding the Group Members as the Administrative Agent may 
reasonably request, the execution of such documents as the Administrative Agent may 
reasonably request with respect thereto, and the participation by officers of the 
Administrative Borrower and the Lenders at reasonable times and places in a meeting or 
teleconference call with any Applicant upon the reasonable request of the Administrative 
Agent. 

Section 8.13. Participation.  In addition to the rights granted in Section 8.12, each 
Lender may, upon the prior written consent of the Administrative Agent (which consent may be 
given or withheld in Agent’s sole discretion), grant participations in all or a portion of its Note 
and Loans to any domestic or foreign commercial bank (having a branch office in the United 
States), insurance company, financial institution or an Affiliate of such Lender pursuant to 
documentation delivered to and deemed acceptable to the Administrative Agent.  No holder of 
any such participation shall be entitled to require any Lender to take or omit to take any action 
hereunder, except that a Lender selling a participation may agree with the participant that such 
Lender will not, without such participant’s consent, take any action which would, in the case of 
any principal, interest, premium or fee in which the participant has an ownership or beneficial 
interest:  (a) extend the final maturity of any Loans or extend the Maturity Date, (b) reduce the 
interest rate on the Loans or the amount of any premium or fee payable in respect of the Loans, 
(c) forgive any principal of, or interest on, the Loans, or any premium or fees payable in respect 
thereof, or (d) release all or substantially all of any Collateral for the Loans.  The Lenders shall 
not, as among the Borrowers, the Agent and the Lenders, be relieved of any of their respective 
obligations hereunder as a result of any such granting of a participation.  Each Obligor hereby 
acknowledges and agrees that any holder of a participation described in this Section 8.13 may 
rely upon, and possess all rights under, any opinions, certificates, or other instruments or 
documents delivered under or in connection with any Loan Document.  Except as set forth in this 
Section 8.13, no Lender may grant any participation in its Notes or Loans. 

Section 8.14. [Reserved]. 
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Section 8.15. Agent’s Counsel.  In connection with the negotiation, drafting and 
execution of this Agreement and the other Loan Documents, perfecting any security interest, 
completing any filings or registrations and in connection with future legal representation relating 
to loan administration, amendments, modifications, waivers, forbearance or enforcement of 
remedies, any law firm engaged by the Agent (the “Agent Firm”) has only represented and shall 
only represent the Agent (or its Affiliates), in its/their capacity as Agent, and the Lenders.  Each 
Obligor hereby acknowledges, that no Agent Firm represents it in connection with any such 
matters. 

Section 8.16. Obligor not a Beneficiary or Party.  Except with respect to the limitation 
of liability applicable to the Lenders under Section 8.11, the provisions and agreements in this 
Article VIII are solely among the Lenders and the Agent, and no Obligor shall be considered a 
party thereto or a beneficiary thereof. 

Section 8.17. Administrative Agent and Collateral Agent May Delegate Duties.  The 
Administrative Agent and the Collateral Agent may appoint sub-agents to exercise on their 
behalf any of their respective duties, obligations or rights under the Loan Documents, and each 
such sub-agent shall have all of the rights and benefits of the Administrative Agent or Collateral 
Agent, as applicable, under this Article VIII.  Each of the Administrative Agent and the 
Collateral Agent shall not be responsible for the negligence or misconduct of any sub-agents 
selected by it with reasonable care, except as otherwise provided in Section 8.3. 

Section 8.18. Collateral Matters. 

(a) The Lenders hereby irrevocably authorize the Collateral Agent, at its option and 
in its sole discretion, to release any Lien on any Collateral  upon the termination of the 
Commitments, and payment and satisfaction in full in cash by the Borrowers of all 
Obligations,  constituting property being Disposed of if a release is required or desirable 
in connection therewith and if the Administrative Borrower certifies to the Collateral 
Agent that the Disposition is permitted under Section 6.5 of this Agreement or the other 
Loan Documents (and the Collateral Agent may rely conclusively on any such certificate, 
without further inquiry),  constituting property in which no Group Member owned any 
interest at the time the Agent’s Lien was granted nor at any time thereafter, or  
constituting property leased to a Group Member under a Lease or other lease that has 
expired or is terminated in a transaction permitted under this Agreement.  Except as 
provided above, the Collateral Agent will not execute and deliver a release of any Lien on 
any Collateral without the prior written authorization of (y) if the release is of all or 
substantially all of the Collateral, all of the Lenders, or (z) otherwise, the Required 
Lenders.  Upon request by the Administrative Agent or the Administrative Borrower at 
any time, the Lenders will confirm in writing the Collateral Agent’s authority to release 
any such Liens on particular types or items of Collateral pursuant to this Section 8.18; 
provided, however, that (1) the Collateral Agent shall not be required to execute any 
document necessary to evidence such release on terms that, in the Collateral Agent’s 
opinion, would expose the Collateral Agent to liability or create any obligation or entail 
any consequence other than the release of such Lien without recourse, representation, or 
warranty, and (2) such release shall not in any manner discharge, affect, or impair the 
Obligations or any Liens (other than those expressly being released) upon (or obligations 
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of any Obligor in respect of) all property and other interests retained by the Obligors, 
including, the proceeds of any Disposition, all of which shall continue to constitute part 
of the Collateral. 

(b) The Agent and its Affiliates and Agent Firm and other representatives shall have 
no obligation whatsoever to any of the Lenders to assure that the Collateral exists or is 
owned by the Group Members or is cared for, protected, or insured or has been 
encumbered, or that the Agent’s Liens have been properly or sufficiently or lawfully 
created, perfected, protected, or enforced or are entitled to any particular priority, or to 
exercise at all or in any particular manner or under any duty of care, disclosure or fidelity, 
or to continue exercising, any of the rights, authorities and powers granted or available to 
the Agent pursuant to any of the Loan Documents, it being understood and agreed that in 
respect of the Collateral, or any act, omission, or event related thereto, subject to the 
terms and conditions contained herein, the Agent may act in any manner it may deem 
appropriate, in its sole discretion given the Agent’s own interest in the Collateral in its 
capacity as one of the Lenders and that the Agent shall have no other duty or liability 
whatsoever to any Lender as to any of the foregoing, except as otherwise expressly 
provided herein. 

Section 8.19. Agency for Perfection.  The Collateral Agent hereby appoints each other 
Lender as its agent (and each Lender hereby accepts such appointment) for the purpose of 
perfecting the Agent’s Liens in property that, in accordance with Article VIII or Article IX, as 
applicable, of the UCC can be perfected only by possession or control.  Should any Lender 
obtain possession or control of any such Collateral, such Lender shall notify the Administrative 
Agent thereof, and, promptly upon the Administrative Agent’s request therefor shall deliver 
possession or control of such Collateral to the Collateral Agent or in accordance with the 
Administrative Agent’s instructions. 

Section 8.20. Field Audits and Examinations; Confidentiality; Disclaimers by Lenders.  
By becoming a party to this Agreement, each Lender: 

(a) is deemed to have requested that the Administrative Agent furnish such Lender, 
promptly after it becomes available, a copy of each completed field audit or examination 
report respecting the Group Members (each a “Report” and collectively, “Reports”) 
prepared by or at the request of the Administrative Agent, and the Administrative Agent 
shall so furnish each Lender with such Reports, 

(b) expressly agrees and acknowledges that the Administrative Agent does not (i) 
make any representation or warranty as to the accuracy of any Report, and (ii) shall not 
be liable for any information contained in any Report, 

(c) expressly agrees and acknowledges that the Reports are not comprehensive audits 
or examinations, that the Administrative Agent or other party performing any audit or 
examination will inspect only specific information regarding the Group Members and 
will rely significantly upon the Group Members’ books and records, as well as on 
representations of the Group Members’ personnel, 
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(d) agrees to keep all Reports and other material, non-public information regarding 
the Group Members and their operations, assets, and existing and contemplated business 
plans in a confidential manner in accordance with Section 10.12, and 

(e) without limiting the generality of any other indemnification provision contained 
in this Agreement, agrees:  (i) to hold the Administrative Agent and any such other 
Lender preparing a Report harmless from any action the indemnifying Lender may take 
or fail to take or any conclusion the indemnifying Lender may reach or draw from any 
Report in connection with any loans or other credit accommodations that the 
indemnifying Lender has made or may make to the Borrowers, or the indemnifying 
Lender’s participation in, or the indemnifying Lender’s purchase of, a loan or loans of the 
Borrowers; and (ii) to pay and protect, and indemnify, defend and hold the 
Administrative Agent, and any such other Lender preparing a Report, harmless from and 
against, the claims, actions, proceedings, damages, costs, expenses, and other amounts 
(including, attorneys fees and costs) incurred by the Administrative Agent and any such 
other Lender preparing a Report as the direct or indirect result of any third parties who 
might obtain all or part of any Report through the indemnifying Lender. 

Section 8.21. Successor Agent.  Each of the Administrative Agent and the Collateral 
Agent may voluntarily resign as administrative agent or collateral agent, as applicable, at any 
time by giving ten Business Days’ prior written notice thereof to the other Agent, the 
Administrative Borrower and the Lenders.  Upon any such notice of resignation, the Required 
Lenders shall have the right to appoint a successor Administrative Agent or Collateral Agent, as 
applicable.  If no successor shall have been so appointed and shall have accepted such 
appointment within thirty (30) days after the retiring Agent gives notice of its resignation, then 
the retiring Agent may, on behalf of the Lenders, appoint a successor Agent from among the 
Lenders or from among those financial institutions who regularly provide such services in the 
New York financial markets.  Upon the acceptance of any appointment as Agent hereunder by a 
successor Agent, that successor Agent shall thereupon succeed to and become vested with all the 
rights, powers, privileges and duties of the retiring Agent and the retiring Agent shall promptly 
(i) transfer to such successor Agent all sums, securities and other items of collateral (if any) held 
by it under the Loan Documents, together with all records and other documents necessary or 
appropriate in connection with the performance of the duties of the successor Agent under the 
Loan Documents, and (ii) execute and deliver to such successor Agent such documents, and take 
such other actions, as may be necessary or appropriate in connection with the assignment to such 
successor Agent of the rights and benefits under the Loan Documents, whereupon such retiring 
Agent shall be discharged from its duties and obligations hereunder.  After any retiring Agent’s 
resignation hereunder as Agent, the provisions of this Article VIII shall inure to its benefit as to 
any actions taken or omitted to be taken by it while it was Agent hereunder. 

ARTICLE IX 
GUARANTY 

Section 9.1. Guaranty. 

(a) Each Guarantor, and each Borrower (with respect to each other Borrower), hereby 
irrevocably and unconditionally guarantees to the Administrative Agent, for the benefit of 
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the Secured Parties, the full and prompt payment when due of the Obligations, including, 
without limitation, any interest thereon (including, without limitation, interest, premiums 
and fees, as provided in this Agreement, accruing after the filing of a petition initiating 
any Insolvency Proceeding, whether or not such interest, premium or fees accrue or are 
recoverable against the Borrowers after the filing of such petition for purposes of the 
Bankruptcy Code or are an allowed claim in such proceeding), plus documented, 
reasonable attorneys’ fees and expenses if the obligations represented by this Guaranty 
are collected by law, through an attorney-at-law, or under advice therefrom. 

(b) Regardless of whether any proposed guarantor or any other Person shall become 
in any other way responsible to the Secured Parties, or any of them, for or in respect of 
the Obligations or any part thereof, and regardless of whether or not any Person now or 
hereafter responsible to the Secured Parties, or any of them, for the Obligations or any 
part thereof, whether under this Guaranty or otherwise, shall cease to be so liable, each 
Guarantor and each Borrower hereby declares and agrees that this Guaranty shall be a 
joint and several obligation, shall be a continuing guaranty and shall be operative and 
binding until the Obligations shall have been indefeasibly paid in full in cash and all 
Commitments shall have been terminated. 

(c) Each Guarantor and each Borrower absolutely, unconditionally and irrevocably 
waives any and all right to assert any defense (other than the defense of payment in cash 
in full, or performance, to the extent of its obligations hereunder, or a defense that such 
Guarantor’s or such Borrower’s liability is limited as provided in Section 9.3)  it may 
now or hereafter have in any way relating to, any or all of the following: 

(i) any lack of validity or enforceability of any Loan Document or any 
agreement or instrument relating thereto; 

(ii) any change in the time, manner, or place of payment of, or in any other 
term of, all or any of the Guaranteed Obligations, or any other amendment or waiver of or 
any consent to departure from any Loan Document, including any increase in the 
Guaranteed Obligations resulting from the extension of additional credit; 

(iii) any taking, exchange, release, or non-perfection of any Lien in and to any 
Collateral, or any taking, release, amendment, waiver of, or consent to departure from 
any other guarantee, for all or any of the Guaranteed Obligations; 

(iv) the existence of any claim, set-off, counterclaim, defense (legal or 
equitable), or other right that any Guarantor may have at any time against any person, 
including Administrative Agent or any other Secured Party; 

(v) any defense, set-off, counterclaim, or claim, of any kind or nature, arising 
directly or indirectly from the present or future lack of perfection, sufficiency, validity, or 
enforceability of the Guaranteed Obligations or any security therefor; 

(vi) any right or defense arising by reason of any claim or defense based upon 
an election of remedies by any Secured Party including any defense based upon an 
impairment or elimination of such Guarantor’s rights of subrogation, reimbursement, 
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contribution, or indemnity of such Guarantor against any other Obligor or any guarantors 
or sureties; 

(vii) any change, amalgamation, reorganization, restructuring, or termination of 
the corporate, limited liability company, unlimited liability company, trust or partnership 
structure or existence of any Obligor; or 

(viii) any other circumstance that might otherwise constitute a defense available 
to, or a discharge of, any Obligor or any other guarantor or surety. 

(d) Each Guarantor and each Borrower absolutely, unconditionally and irrevocably 
waives any and all right to assert set-off, counterclaim or cross-claim of any nature 
whatsoever with respect to this Guaranty or the obligations of the Guarantors or the 
Borrowers under this Guaranty or the obligations of any other Person or party (including, 
without limitation, the Borrowers) relating to this Guaranty or the obligations of any of 
the Guarantors and the Borrowers under this Guaranty or otherwise with respect to the 
Obligations in any action or proceeding brought by the Administrative Agent or any other 
Secured Party to collect the Obligations or any portion thereof, or to enforce the 
obligations of any of the Guarantors or the Borrowers under this Guaranty or to foreclose 
on any Collateral owned by any Obligor. 

(e) The Secured Parties, or any of them, may from time to time, without exonerating 
or releasing any Guarantor or any Borrower in any way under this Agreement, including 
this Guaranty, (i) take such further or other security or securities for the Obligations or 
any part thereof as they may deem proper, or (ii) release, discharge, abandon or otherwise 
deal with or fail to deal with any Guarantor or guarantor or Borrower of the Obligations 
or any security or securities therefor or any part thereof now or hereafter held by the 
Secured Parties, or any of them, or (iii) amend, modify, extend, accelerate or waive in 
any manner any of the provisions, terms, or conditions of the Loan Documents, all as 
they may consider expedient or appropriate in their sole discretion.  Without limiting the 
generality of the foregoing, or of Section 9.1(e), it is understood that the Secured Parties, 
or any of them, may, without exonerating or releasing any Guarantor or Borrower, give 
up, modify or abstain from perfecting or taking advantage of any security for or 
guarantee of the Obligations and accept or make any compositions or arrangements, and 
realize upon any security for or guarantee of the Obligations when, and in such manner, 
and with or without notice, all as such Person may deem expedient. 

(f) Each Guarantor and each Borrower acknowledges and agrees that no change in 
the nature or terms of the Obligations or any of the Loan Documents, or other 
agreements, instruments or contracts evidencing, related to or attendant with the 
Obligations (including any novation), shall discharge all or any part of the liabilities and 
obligations of such Guarantor or Borrower pursuant to this Guaranty; it being the purpose 
and intent of the Guarantors, the Borrowers and the Secured Parties that the covenants, 
agreements and all liabilities and obligations of each Guarantor and of each Borrower 
hereunder are absolute, unconditional and irrevocable under any and all circumstances.  
Without limiting the generality of the foregoing, each Guarantor and each Borrower 
agrees that until each and every one of the covenants and agreements of this Guaranty is 
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fully performed, and without possibility of recourse, whether by operation of law or 
otherwise, such Guarantor’s or such Borrower’s undertakings hereunder shall not be 
released, in whole or in part, by any action or thing which might, but for this paragraph of 
this Guaranty, be deemed a legal or equitable discharge of a surety or guarantor, or by 
reason of any waiver, omission of the Secured Parties, or any of them, or their failure to 
proceed promptly or otherwise, or by reason of any action taken or omitted by the 
Secured Parties, or any of them, whether or not such action or failure to act varies or 
increases the risk of, or affects the rights or remedies of, such Guarantor or such 
Borrower, or by reason of any further dealings between the Borrowers or Guarantors, on 
the one hand, and any Secured Party, on the other hand, or any other guarantor or surety, 
and such Guarantor or such Borrower hereby expressly waives and surrenders any 
defense to its liability hereunder, or any right of counterclaim or offset of any nature or 
description which it may have or may exist based upon, and shall be deemed to have 
consented to, any of the foregoing acts, omissions, things, agreements or waivers. 

(g) The Secured Parties, or any of them, may, without demand or notice of any kind 
upon or to any Guarantor or Borrower, at any time or from time to time when any amount 
shall be due and payable hereunder by any Guarantor or Borrower following and during 
the continuance of an Event of Default, if the Borrowers shall not have timely paid any of 
the Obligations, set-off and appropriate and apply to any portion of the Obligations 
hereby guaranteed, and in such order of application as the Administrative Agent may 
from time to time elect in accordance with this Agreement, any deposits, property, 
balances, credit accounts or moneys of any Guarantor or any Borrower in the possession 
of any Secured Party or under their respective control for any purpose.  If and to the 
extent that any Guarantor or Borrower makes any payment to the Administrative Agent 
or any other Person pursuant to or in respect of this Guaranty, any claim, by subrogation, 
contribution or otherwise, which such Guarantor or Borrower may have against any 
Borrower or other Guarantor by reason thereof shall be subject and subordinate to the 
prior payment in full of the Obligations to the satisfaction of the Administrative Agent. 

(h) Upon the bankruptcy or winding up or other distribution of assets of any 
Borrower, or of any surety or guarantor (other than the applicable Guarantor or other 
Borrower) for any Obligations of the Borrowers to the Secured Parties, or any of them, 
the rights of the Administrative Agent against any Guarantor or Borrower shall not be 
affected or impaired by the omission of any Secured Party to prove its claim, or to prove 
the full claim, as appropriate, against any Borrower, or any other Borrower or any such 
other guarantor or surety, and the Administrative Agent may prove such claims as it sees 
fit and may refrain from proving any claim and in its discretion may value as it sees fit or 
refrain from valuing any Collateral or other security held by it without in any way 
releasing, reducing or otherwise affecting the liability to the Secured Parties of each of 
the Guarantors and each of the Borrowers. 

(i) Each Guarantor and each Borrower hereby absolutely, unconditionally and 
irrevocably expressly waives, except to the extent such waiver would be expressly 
prohibited by Applicable Law, the following:  (i) notice of acceptance of this Guaranty, 
(ii) notice of the existence or creation of all or any of the Obligations, (iii) presentment, 
demand, notice of dishonor, protest and all other notices whatsoever (other than notices 
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expressly required hereunder or under any other Loan Document to which any Guarantor 
is a party), (iv) all diligence in collection or protection of or realization upon the 
Obligations or any part thereof, any obligation hereunder, or any security for any of the 
foregoing, (v) until the Obligations shall have been paid in full in cash, all rights to 
enforce any remedy which the Secured Parties, or any of them, may have against any 
Borrower and (vi) until the Obligations shall have been paid in full in cash, all rights of 
subrogation, indemnification, contribution and reimbursement from the Borrowers or 
other Guarantors for amounts paid hereunder and any benefit of, or right to participate in, 
any Collateral or other security now or hereinafter held by the Secured Parties, or any of 
them, in respect of the Obligations.  If a claim is ever made upon any Secured Party for 
the repayment or recovery of any amount or amounts received by such Person in payment 
of any of the Obligations and such Person repays all or part of such amount by reason of 
(A) any judgment, decree or order of any court or administrative body or other 
Governmental Authority having jurisdiction over such Person or any of its property, or 
(B) any settlement or compromise of any such claim effected by such Person with any 
such claimant, including any Borrower, then in such event each Guarantor and each 
Borrower agrees that any such judgment, decree, order, settlement or compromise shall 
be binding upon such Guarantor or such Borrower, notwithstanding any revocation 
hereof or the cancellation of any promissory note or other instrument evidencing any of 
the Obligations, and such Guarantor or such Borrower shall be and remain obligated to 
such Person hereunder for the amount so repaid or recovered to the same extent as if such 
amount had never originally been received by such Person. 

(j) This Guaranty is a continuing guaranty of the Obligations and all liabilities to 
which it applies or may apply under the terms hereof and shall be conclusively presumed 
to have been created in reliance hereon.  No failure or delay by any Secured Party in the 
exercise of any right, power, privilege or remedy shall operate as a waiver thereof, and no 
single or partial exercise by the Administrative Agent of any right or remedy shall 
preclude other or further exercise thereof or the exercise of any other right or remedy and 
no course of dealing between any Guarantor, any Borrower and any Secured Party shall 
operate as a waiver thereof.  No action by any Secured Party permitted hereunder shall in 
any way impair or affect this Guaranty.  For the purpose of this Guaranty, the Obligations 
shall include, without limitation, all Obligations of the Borrowers to the Secured Parties, 
notwithstanding any right or power of any third party, individually or in the name of any 
Borrower or the Secured Parties, or any of them, to assert any claim or defense as to the 
invalidity or unenforceability of any such Obligation, and no such claim or defense shall 
impair or affect the obligations of any Guarantor or any Borrower hereunder. 

(k) This is a guaranty of payment and not of collection.  In the event the 
Administrative Agent makes a demand upon any Guarantor or any Borrower in 
accordance with the terms of this Guaranty, such Guarantor or Borrower shall be held 
and bound to the Administrative Agent directly as debtor in respect of the payment of the 
amounts hereby guaranteed.  All costs and expenses, including, without limitation, 
reasonable attorneys’ fees and expenses, incurred by the Administrative Agent in 
obtaining performance of or collecting payments due under this Guaranty shall be 
deemed part of the Obligations guaranteed hereby. 
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(l) Each Guarantor and each Borrower expressly represents and acknowledges that 
any financial accommodations by the Secured Parties to the Borrowers, including, 
without limitation, the extension of credit, are and will be of direct interest, benefit and 
advantage to such Guarantor or such Borrower. 

(m) Each Guarantor and each Borrower shall be entitled to subrogation and 
contribution rights from and against the Borrowers to the extent any Guarantor or any 
Borrower is required to pay to any Secured Party any amount in excess of the Loans 
advanced directly to, or other Obligations incurred directly by, such Guarantor or 
Borrower or as otherwise available under Applicable Law; provided, however, that such 
subrogation and contribution rights are and shall be subject to the terms and conditions of 
this Section 9.1(l), and provided further that the payment obligation of a Guarantor or a 
Borrower to any other Guarantor or any other Borrower under any Applicable Law 
regarding contribution rights or subrogation rights or similar rights among co-obligors or 
otherwise is and shall be expressly subordinate and subject in right of payment to the 
prior indefeasible payment in full in cash of the obligations of such Guarantor or such 
Borrower under the other provisions of this Guaranty and the indefeasible payment in full 
in cash of all Obligations and termination of all Commitments, and such Guarantor or 
such Borrower shall not exercise any right or remedy with respect to such contribution 
rights or subrogation rights or similar rights until (i) payment and satisfaction in full of all 
such obligations and (ii) the Obligations shall have been indefeasibly paid in full in cash 
and all Commitments shall have been terminated. 

Section 9.2. Special Provisions Applicable to Additional Guarantors.  Pursuant to 
Section 5.8 of this Agreement, any new Subsidiary of any Obligor is required to enter into this 
Agreement by executing and delivering to the Administrative Agent a Guaranty Supplement.  
Upon the execution and delivery of a Guaranty Supplement by such new Subsidiary, such 
Subsidiary shall become a Guarantor and Obligor hereunder with the same force and effect as if 
originally named as a Guarantor herein.  The execution and delivery of any Guaranty 
Supplement (or any other supplement to any Loan Document delivered in connection therewith) 
adding an additional Guarantor as a party to this Agreement or any other applicable Loan 
Document shall not require the consent of any other party hereto.  The rights and obligations of 
each party hereunder shall remain in full force and effect notwithstanding the addition of any 
new Guarantor hereunder. 

Section 9.3. Maximum Liability of Obligors.  It being understood that the intent of the 
Secured Parties is to obtain a guaranty from each Guarantor and each Borrower, and the intent of 
each Guarantor and each Borrower is to incur guaranty obligations, in an amount no greater than 
the largest amount that would not render such obligations subject to avoidance under Section 548 
of the Bankruptcy Code or any applicable state law relating to fraudulent conveyances or 
fraudulent transfers, it is hereby agreed that: 

(a) If (i) the sum of the guaranty obligations of the Guarantors and the Borrowers 
under Section 9.1 and, without duplication, in the case of each Borrower, the obligations 
arising from the joint and several liability of such Borrower with respect to Loans or 
other extensions of credit made under this Agreement to each other Borrower 
(collectively, the “Guarantor Obligations”) exceeds (ii) the sum (the “Total Available Net 
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Assets”) of the Maximum Available Net Assets (as defined in Section 9.4) of each 
Guarantor and each Borrower, in the aggregate, then (without prejudice to the 
Obligations of each of the Borrowers under this Agreement with respect to Loans or other 
extensions of credit made under this Agreement to it) the Guarantor Obligations of each 
Guarantor and each Borrower shall be limited to the greater of (x) the Total Available 
Net Assets and (y) the value received by such Guarantor or such Borrower in connection 
with the incurrence of the Guarantor Obligations to the greatest extent such value can be 
determined; and 

(b) if, but for the operation of this Section 9.3(b) and notwithstanding Section 9.3(a), 
the Guarantor Obligations of any Guarantor or any Borrower hereunder otherwise would 
be subject to avoidance under Section 548 of the Bankruptcy Code or any applicable state 
law relating to fraudulent conveyances or fraudulent transfers, taking into consideration 
such Guarantor’s or such Borrower’s (i) rights of contribution, reimbursement and 
indemnity from the Borrowers and the other Guarantors with respect to amounts paid by 
such Guarantor or such Borrower in respect of the Obligations (including pursuant to 
Section 9.4) (calculated so as to reasonably maximize the total amount of obligations able 
to be incurred hereunder), and (ii) rights of subrogation to the rights of the Secured 
Parties, then the Guarantor Obligations of such Guarantor or such Borrower shall be the 
largest amount, if any, that would not leave such Guarantor or such Borrower, after the 
incurrence of such obligations, insolvent or with unreasonably small capital within the 
meaning of Section 548 of the Bankruptcy Code or any applicable state law relating to 
fraudulent conveyances or fraudulent transfers, or otherwise make such obligations 
subject to such avoidance. 

Any Person asserting that the Guarantor Obligations of such Guarantor or such Borrower are 
subject to Section 9.3(a) or are avoidable as referenced in Section 9.3(b) shall have the burden 
(including the burden of production and of persuasion) of proving (a) the extent to which such 
Guarantor Obligations, by operation of Section 9.3(a), are less than the Obligations of the 
Borrowers owed to the Secured Parties or (b) that, without giving effect to Section 9.3(b), such 
Guarantor’s or such Borrower’s Guarantor Obligations hereunder would be avoidable and the 
extent to which such Guarantor Obligations, by operation of Section 9.3(b), are less than such 
Obligations of the Borrowers, as the case may be. 

Section 9.4. Contribution Rights, Etc.  In order to provide for just and equitable 
contribution, indemnity and reimbursement among the Guarantors and any other Obligors, 
including the Borrowers, in connection with the execution of this Guaranty, the Obligors have 
agreed among themselves that if any Obligor satisfies some or all of the Obligations (a “Funding 
Obligor”), the Funding Obligor shall be entitled to contribution, indemnity or reimbursement, as 
applicable, from the other Obligors that have positive Maximum Available Net Assets (as 
defined below) for all payments made by the Funding Obligor in satisfying the Obligations, so 
that each Obligor that remains obligated under this Guaranty or any other guaranty or otherwise 
for the Obligations at the time that a Funding Obligor makes such payment, without regard to the 
making of such payment (a “Remaining Obligor”), and that has a positive Maximum Available 
Net Assets, shall bear a portion of such payment equal to the percentage that such Remaining 
Obligor’s Maximum Available Net Assets bears to the aggregate Maximum Available Net 
Assets of all Obligors that have positive Maximum Available Net Assets, provided that no 
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Remaining Obligor’s obligation to make such contribution, indemnity or reimbursement 
payments hereunder shall exceed an amount equal to the Maximum Available Net Assets of such 
Remaining Obligor. 

As used herein, “Available Net Assets” means, with respect to any Obligor, the amount, as of the 
respective date of calculation, by which the sum of a Person’s assets (including subrogation, 
indemnity, contribution, reimbursement and similar rights that the Obligor may have, but 
excluding any such rights in respect of the Guarantor Obligations), determined on the basis of a 
“fair valuation” or their “fair saleable value” (whichever is the applicable test under Section 548 
and other relevant provisions of the Bankruptcy Code and the relevant state fraudulent 
conveyance or transfer laws), is greater than the amount that will be required to pay all of such 
Person’s debts, in each case matured or unmatured, contingent or otherwise, as of the date of 
calculation, but excluding liabilities arising under this Guaranty or, in the case of each Borrower, 
the liabilities arising from the joint and several liability of such Borrower with respect to Loans 
or other extensions of credit made under this Agreement to each other Borrower and excluding, 
to the maximum extent permitted by Applicable Law with the objective of avoiding rendering 
such Person insolvent, liabilities subordinated to the Obligations arising out of loans or advances 
made to such Person by any other Person, and 

“Maximum Available Net Assets” means, with respect to any Obligor, the greatest of the 
Available Net Assets of such Obligor calculated as of the following dates:  (A) the date on which 
such Person becomes an Obligor, and (B) each date on which such Obligor expressly reaffirms 
this Guaranty. 

Each Guarantor and Borrower shall be deemed to expressly reaffirm the guaranty provided for in 
this Article IX upon each borrowing of a Loan and automatically, without further action, upon 
each delivery by the Administrative Borrower of financial statements required pursuant to 
Section 5.1(a).  The meaning of the terms “fair valuation” and “fair saleable value” and the 
calculation of assets and liabilities shall be determined and made in accordance with the relevant 
provisions of the Bankruptcy Code and applicable state fraudulent conveyance or transfer laws. 

ARTICLE X 
MISCELLANEOUS 

Section 10.1. No Waiver; Cumulative Remedies.  No failure or delay on the part of the 
Agent, any Lender or any other Secured Party in exercising any right, power or remedy under the 
Loan Documents shall operate as a waiver thereof; nor shall any single or partial exercise of any 
such right, power or remedy preclude any other or further exercise thereof or the exercise of any 
other right, power or remedy under the Loan Documents.  The remedies provided in the Loan 
Documents are cumulative and not exclusive of any remedies provided by law. 

Section 10.2. Amendments, Requested Waivers, Etc.  No amendment, modification, 
termination or waiver of any provision of any Loan Document or consent to any departure by 
any Obligor therefrom shall be effective unless the same shall be in writing and signed by the 
Administrative Agent and the Required Lenders; provided that no amendment, modification, 
termination, waiver or consent shall do any of the following unless the same shall be in writing 
and signed by the Administrative Agent and each Lender directly affected thereby: 
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(a) increase the Commitments; 

(b) reduce the amount of any principal of or interest, premium or fees due on or in 
respect of the Loans other fees payable to the Lenders; 

(c) postpone any date fixed for any scheduled payment of principal of or interest, 
premium or fees due on or in respect any outstanding Loan or other fees payable to the 
Lenders hereunder (for the avoidance of doubt, mandatory prepayments pursuant to 
Section 2.9(a) may be postponed, delayed, waived or modified with the consent of the 
Required Lenders); 

(d) release any material Guaranty or the pledge of any Equity Interest in any 
Subsidiary under any Loan Document, other than a release of such Guaranty or pledge of 
such Equity Interest to permit divestiture of the relevant Subsidiary permitted by this 
Agreement or specifically approved by the Required Lenders; 

(e) any change in the superpriority status of the Obligors’ obligations; 

(f) other than as permitted by Section 8.18(a)(i), release Agent’s Lien in all or 
substantially all of the Collateral; 

(g) change the definition of “Required Lenders”; or 

(h) amend this Section 10.2 or any other provision of this Agreement requiring the 
consent or other action of the Required Lenders or all Lenders. 

Any waiver or consent given hereunder shall be effective only in the specific instance and for the 
specific purpose for which given.  No notice to or demand on any Borrower in any case shall 
entitle any Borrower to any other or further notice or demand in similar or other circumstances. 

If, in connection with any proposed amendment, waiver or consent requiring the consent of 
“each Lender directly affected thereby,” the consent of the Required Lenders is obtained, but the 
consent of other necessary Lenders is not obtained (any such Lender whose consent is necessary 
but not obtained being referred to herein as a “Non-Consenting Lender”), then the 
Administrative Agent may elect to replace a Non-Consenting Lender as a Lender party to this 
Agreement, provided that, concurrently with such replacement, (i) another bank or other entity 
which is satisfactory to the Administrative Agent shall agree, as of such date, to purchase for 
cash the Loans and other Obligations due to the Non-Consenting Lender pursuant to an 
assignment and assumption and to become a Lender for all purposes under this Agreement and to 
assume all obligations of the Non-Consenting Lender to be terminated as of such date and to 
comply with the requirements of Section 8.12, unless waived by the Administrative Agent and 
the Administrative Borrower and (ii) the Administrative Borrower shall pay to such Non-
Consenting Lender in same day funds on the day of such replacement (1) all interest, fees and 
other amounts then accrued but unpaid to such Non-Consenting Lender by the Borrowers 
hereunder to and including the date of termination, and (2) an amount, if any, equal to the 
payment (in excess of the face value of the principal amount) which would have been due to 
such Lender on the day of such replacement had the Loans of such Non-Consenting Lender been 
prepaid on such date rather than sold to the replacement Lender. 
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Section 10.3. Notices and Distributions. 

(a) Except as otherwise expressly provided herein, all notices, requests, demands and 
other communications provided for under the Loan Documents shall be in writing and 
delivered to the applicable parties at their respective addresses set forth on Schedule 10.3, 
or, as to each party, at such other address as shall be designated by such party in a written 
notice to the other party complying as to delivery with the terms of this Section 10.3.  All 
such notices, requests, demands and other communications, shall be effective upon actual 
delivery if hand delivered, or shall be effective when sent by nationally recognized 
overnight mail courier or delivery service, or if sent by email or PDF, whet sent, in each 
case addressed as aforesaid, except that notices or requests to the Agent, any Lender, or 
any other Secured Party pursuant to any of the provisions of Article II shall not be 
effective until received by the Agent, such Lender, or such other Secured Party. 

(b) Each Obligor agrees that the Administrative Agent may (but shall not be required 
to) make any materials delivered by such Obligor to the Administrative Agent, as well as, 
but not limited to, any amendments, waivers, consents, and other written information, 
documents, instruments and other materials relating to any Group Member, or any other 
materials or matters relating to this Agreement, the other Loan Documents, the ABL DIP 
Credit Documents, the Related Transactions or any of the transactions contemplated 
hereby or thereby (collectively, the “Communications”) available to the Secured Parties 
by posting such notices on an electronic delivery system (which may be provided by the 
Administrative Agent, an Affiliate, or any Person that is not an Affiliate of the 
Administrative Agent), such as IntraLinks®, or a substantially similar electronic system 
that requires passwords for access and takes other customary measures with respect to 
confidentiality and security (the “Platform”) all of which shall be at the cost and expense 
of the Obligors.  Each Obligor acknowledges that (i) the distribution of material through 
an electronic medium is not necessarily secure and that there are confidentiality and other 
risks associated with such distribution, (ii) the Platform is provided “as is” and “as 
available” and (iii) neither the Administrative Agent nor any of its Affiliates represents or 
warrants the accuracy, completeness, timeliness, sufficiency or sequencing of the 
Communications posted on the Platform.  The Administrative Agent and its Affiliates 
expressly disclaim with respect to the Platform any liability for errors in transmission, 
incorrect or incomplete downloading, delays in posting or delivery, or problems 
accessing the Communications posted on the Platform and any liability for any losses, 
costs, expenses or liabilities that may be suffered or incurred in connection with the 
Platform.  No warranty of any kind, express, implied or statutory, including, without 
limitation, any warranty of merchantability, fitness for a particular purpose, non-
infringement of third party rights or freedom from viruses or other code defects, is made 
by the Administrative Agent or any of its Affiliates in connection with the Platform. 

(c) Each Secured Party party hereto agrees that notice to it (as provided in the next 
sentence) (a “Notification”) specifying that any Communication has been posted to the 
Platform shall for purposes of this Agreement constitute effective delivery to such 
Secured Party, as applicable, of such information, documents or other materials 
comprising such Communication.  Each Secured Party party hereto agrees (i) to notify, 
on or before the date such Secured Party becomes a party to this Agreement, the 
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Administrative Agent in writing of such Secured Party’s e-mail address to which a 
Notification may be sent (and from time to time thereafter to ensure that the 
Administrative Agent has on record an effective e-mail address for such Secured Party) 
and (ii) that any Notification may be sent to such e-mail address. 

Section 10.4. Expenses. 

(a) Agent Expenses.  Any action taken by any Obligor under or with respect to any 
Loan Document, even if required under any Loan Document or at the request of any 
Secured Party, shall be at the expense of such Obligor, and no Secured Party shall be 
required under any Loan Document to reimburse any Group Member therefor except as 
expressly provided therein.  The Borrowers will reimburse the Agent for all Agent 
Expenses, such reimbursement to be made (a) on the Closing Date, in the case of all 
Agent Expenses incurred on or prior to the Closing Date (unless waived by the Agent), 
and (b) promptly following request for reimbursement, in the case of other Agent 
Expenses.  The obligations of the Obligors under this Section 10.4 shall survive 
termination of this Agreement and the discharge of the Obligations. 

(b) Lender Expenses.  The Borrowers shall pay (i) all reasonable out-of-pocket 
expenses of the Lenders (x) associated with the preparation, negotiation, execution and 
delivery of the term sheet relating to the Loan Documents and associated with the 
preparation, negotiation, execution, delivery and administration of the Loan Documents 
and any amendment or waiver with respect thereto (including the reasonable fees, 
disbursements and other charges of counsel) and (y) incurred by the Lenders in 
connection with the Chapter 11 Cases, including charges of counsel to the steering 
committee of holders of the 2011 Convertible, Subordinated Debentures incurred in 
connection with the objection to the Bayside debtor-in-possession credit facility on 
January 30, 2013; and (ii) all out-of-pocket expenses of the Lenders (including the fees, 
disbursements and other charges of counsel) in connection with the enforcement of the 
Loan Documents. 

Section 10.5. Costs and Expenses; Indemnification.  In addition to the payment of Agent 
Expenses pursuant to Section 10.4, each Borrower agrees to indemnify, defend and hold 
harmless the Agent, each Lender, each other Secured Party and each of their respective 
participants, parent corporations, subsidiary corporations, affiliated corporations, successor 
corporations, and all present and future officers, directors, employees, attorneys and agents (the 
“Indemnitees”), from and against (i) any Environmental Liability, or any other Liability to which 
any Indemnitee may be subjected as a result of any past, present or future existence, use, 
handling, storage, transportation or disposal of any Hazardous Substance by any Group Member 
or with respect to any property owned, leased or controlled by any Group Member, (ii) any and 
all transfer taxes, documentary taxes, recording taxes, assessments or charges made by any 
Governmental Authority (excluding income or gross receipts taxes) by reason of the execution 
and delivery of this Agreement and the other Loan Documents, the recording or filing of any 
Mortgage or other Loan Document, the Agent’s Lien in any Collateral, or the making of any 
Loans, and (iii) any and all Liabilities of any kind or nature whatsoever (including, without 
limitation, the reasonable fees and disbursements of counsel) in connection with any 
investigative, administrative or judicial proceedings, whether or not such Indemnitee shall be 
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designated a party thereto, or with any other matter, in each case which may be imposed on, 
incurred by or asserted against such Indemnitee, in any manner relating to or arising out of or in 
connection with, (w) the Commitments, the making or maintaining of any Loans, the entering 
into of this Agreement or any other Loan Documents, any Obligation (or the repayment thereof), 
the Agent’s Lien in any Collateral, or the use or intended use of the proceeds of the Loans, or 
any securities filing of, or with respect to, any Group Member, (x) any commitment letter, 
proposal letter or term sheet with any Person or any contractual obligation, arrangement or 
understanding with any broker, finder or consultant, in each case entered into by or on behalf of 
any Group Member or any Affiliate of any of them in connection with any of the foregoing and 
any contractual obligation entered into in connection with any Platform, (y) any actual or 
prospective investigation, litigation or other proceeding, whether or not brought by any such 
Indemnitee or any of its Related Persons, any holders of its securities or its creditors (and 
including attorneys’ fees in any case), whether or not any such Indemnitee, Related Person, 
holder or creditor is a party thereto, and whether or not based on any securities or commercial 
law or regulation or any other Requirement of Law or theory thereof, including common law, 
equity, contract, tort or otherwise, or (z) any other act, event or transaction related, contemplated 
in or attendant to any of the foregoing.  If any investigative, judicial or administrative proceeding 
arising from any of the foregoing is brought against any Indemnitee, upon request of such 
Indemnitee, the Administrative Borrower, or counsel designated by the Administrative Borrower 
and satisfactory to the Indemnitee, will resist and defend such action, suit or proceeding to the 
extent and in the manner directed by the Indemnitee, at the Borrowers’ sole cost and expense.  
Each Indemnitee will use its commercially reasonable efforts to cooperate in the defense of any 
such action, suit or proceeding.  If the foregoing undertaking to indemnify, defend and hold 
harmless may be held to be unenforceable because it violates any law or public policy, the 
Borrowers shall nevertheless make the maximum contribution to the payment and satisfaction of 
each of the indemnified liabilities contemplated hereby which is permissible under Applicable 
Law.  Each of the Group Members hereby releases, acquits, and forever discharges the Agent, 
each of the Lenders, and each other Secured Party, and each of and every past and present 
affiliates, officers, directors, agents, servants, employees, representatives and attorneys of the 
Agent, the Lenders and the other Secured Parties, from any and all claims, causes of action, suits, 
debts, liens, obligations, liabilities, demands, losses, costs and expenses (including attorneys’ 
fees) of any kind, character, or nature whatsoever, known or unknown, fixed or contingent, 
which any Group Member may have or claim to have now or which may hereafter arise out of or 
connected with any act of commission or omission of the Indemnitees (except, as to each 
Indemnitee, to the extent arising solely out of the gross negligence, fraud or willful misconduct 
of such Indemnitee as finally determined by a non-appealable judgment of a court of competent 
jurisdiction) including, without limitation, any claims, liabilities or obligations arising with 
respect to the this Agreement or the other Loan Documents or the transactions contemplated 
hereby or thereby.  The provisions of this Section 10.5 shall be binding upon each of the Group 
Members and shall inure to the benefit of the Agent, the Lenders and the other Secured Parties 
and each of the past and present affiliates, officers, directors, agents, servants, employees, 
representatives and attorneys of the Agent, the Lenders and the other Secured Parties.  The 
obligations of the Obligors under this Section 10.5 shall survive termination of this Agreement 
and the discharge of the Obligations. 

Section 10.6. Execution in Counterparts.  This Agreement and other Loan Documents 
may be executed in any number of counterparts, each of which when so executed and delivered 
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(including by PDF or facsimile transmission, which shall be as effective as delivery of a 
manually executed counterpart hereof) shall be deemed to be an original and all of which 
counterparts, taken together, shall constitute but one and the same instrument. 

Section 10.7. Governing Law; Jurisdiction; Waiver of Jury Trial; Waiver of Special, 
Direct, or Consequential Damages. 

(a) Governing Law.  The Loan Documents shall be governed by, and construed in 
accordance with, the laws of the State of New York, except to the extent the law of any 
other jurisdiction applies as to the perfection or enforcement of the any security interest 
in any Collateral (to the extent collateral security is granted with respect to the 
Obligations) and except to the extent expressly provided to the contrary in any Loan 
Document. 

(b) Jurisdiction.  The Obligors, the Agent and the Lenders hereby irrevocably submit 
to the exclusive jurisdiction and venue of the Bankruptcy Court and any state or federal 
court of the United States sitting in the State of New York, and any appellate court 
thereof, in any action or proceeding arising out of or relating to this Agreement or any of 
the other Loan Documents, and the Obligors, the Agent and the Lenders hereby 
irrevocably agree that all claims in respect of such action or proceeding may be heard and 
determined in such state or federal court.  The Obligors, the Agent and the Lenders 
hereby irrevocably waive, to the fullest extent they may effectively do so, the defense of 
an inconvenient forum to the maintenance of such action or proceeding.  Each Obligor 
agrees that a final judgment in any such action or proceeding may be enforced in other 
jurisdictions by suit on the judgment or in any other manner provided by law.  Nothing in 
this Section 10.7(b) shall affect the right of the Agent or any Lender to serve legal 
process in any other manner permitted by law or affect the right of the Agent or any 
Lender to bring any action or proceeding against any Group Member or the property of 
any Group Member (including the Collateral) in the courts of other jurisdictions. 

(c) WAIVER OF JURY TRIAL.  THE OBLIGORS, THE LENDERS AND THE 
AGENT HEREBY IRREVOCABLY WAIVE ALL RIGHT TO TRIAL BY JURY IN 
ANY ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR 
RELATING TO ANY LOAN DOCUMENT OR ANY INSTRUMENT OR 
DOCUMENT DELIVERED THEREUNDER. 

(d) Special, Indirect or Consequential Damages.  In no event shall any Indemnitee be 
liable on any theory of liability for any special, indirect, consequential or punitive 
damages (including any loss of profits, business or anticipated savings), unless resulting 
solely and directly from the gross negligence, fraud or willful misconduct of such 
Indemnitee as determined pursuant to a final, non-appealable order of a court of 
competent jurisdiction.  Each Obligor hereby waives, releases and agrees (and shall cause 
each other Group Member to waive, release and agree) not to sue upon any such claim 
for any special, indirect, consequential or punitive damages, whether or not accrued and 
whether or not known or suspected to exist in its favor. 
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Section 10.8. Integration; Inconsistency.  This Agreement, together with the Loan 
Documents, comprise the final and complete integration of all prior expressions by the parties 
hereto with respect to the subject matter hereof and shall constitute the entire agreement among 
the parties hereto with respect to such subject matter, superseding all prior oral or written 
understandings.  If any provision of a Loan Document (other than the Intercreditor Agreement) is 
inconsistent with or conflicts with a comparable or similar provision appearing in this 
Agreement, the comparable or similar provision in this Agreement shall govern. 

Section 10.9. Agreement Effectiveness.  This Agreement shall become effective upon 
delivery of fully executed counterparts hereof to each of the parties hereto. 

Section 10.10. Advice from Independent Counsel.  The parties hereto understand that this 
Agreement is a legally binding agreement that may affect such party’s rights.  Each party hereto 
represents to the other that it has received legal advice from counsel of its choice regarding the 
meaning and legal significance of this Agreement and that it is satisfied with its legal counsel 
and the advice received from it. 

Section 10.11. Binding Effect; No Assignment by Borrower; Third Party Beneficiary.  
This Agreement shall be binding upon and inure to the benefit of the Obligors, the Lenders, the 
Agent and their respective successors and assigns; provided, however, no Obligor may assign 
any or all of its rights or obligations hereunder or any of its interest herein without the prior 
written consent of the Administrative Agent and all Lenders. 

Section 10.12. Confidentiality.  The Agent and each Lender shall hold all non-public 
information regarding the Group Members and their businesses obtained by the Agent or such 
Lender pursuant to the requirements hereof in accordance with the Agent’s or such Lender’s 
customary procedures for handling confidential information of such nature, it being understood 
and agreed by each Group Member that, in any event, the Agent and each Lender may make (i) 
on a confidential basis, disclosures of such information to Affiliates of such Lender or the Agent 
and to their respective agents and advisors (and to other Persons authorized by a Lender or the 
Agent to organize, present or disseminate such information in connection with disclosures 
otherwise made in accordance with this Section 10.12), (ii) disclosures of such information 
reasonably required by any bona fide or potential assignee, transferee or participant in 
connection with the contemplated assignment, transfer or participation of or in any Loans or by 
any direct or indirect contractual counterparties (or the professional advisors thereto) to any swap 
or derivative transaction relating to any Group Member and its obligations (provided, such 
assignees, transferees, participants, counterparties and advisors are advised of and agree to be 
bound by either the provisions of this Section 10.12 or other provisions at least as restrictive as 
this Section 10.12), (iii) disclosure to any rating agency when required by it, provided that, prior 
to any disclosure, such rating agency shall undertake in writing to preserve the confidentiality of 
any confidential information relating to the Group Members received by it from the Agent or any 
Lender, (iv) disclosures in connection with any litigation or other adversary proceeding 
involving parties hereto which such litigation or adversary proceeding involves claims related to 
the rights or duties of such parties under this Agreement or the other Loan Documents, and (v) 
disclosures required or requested by any Governmental Authority or representative thereof or 
pursuant to legal or judicial process; provided, unless specifically prohibited by Applicable Law 
or court order, each Lender and the Agent shall make reasonable efforts to notify the 
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Administrative Borrower of any request by any Governmental Authority or representative 
thereof (other than any such request in connection with any examination of the financial 
condition or other routine examination of such lender by such Governmental Authority) for 
disclosure of any such non-public information prior to disclosure of such information.  In 
addition, notwithstanding the above, U.S. Bank (or any successor thereto as Agent) and its 
Affiliates (but, subject to the foregoing, not any other Lenders or their Affiliates) may disclose 
the existence of the Loan Documents and the information about the Loan Documents to any 
Person. 

(a) Each Group Member shall, and shall cause its Affiliates to, (i) [reserved] and (ii) 
take all reasonable actions necessary to prevent Schedule 1.1.1 to this Agreement from 
becoming publicly available, including, without limitation, filing such Schedule 1.1.1 
under seal; provided that notwithstanding the foregoing, any Group Member may make 
disclosures of such information (x) to its accountants, legal counsel and other advisors 
provided that such Persons are informed of the confidentiality of such information and 
agree to keep such information confidential at least to the same extent as is required 
hereby, or (y) as required or requested by any Governmental Authority or representative 
thereof or pursuant to legal or judicial process or as required by Applicable Law (subject 
to the obligation in clause (ii) above to file Schedule 1.1.1 under seal); provided that, 
unless specifically prohibited by Applicable Law, each Group Member shall make 
reasonable efforts to notify the Administrative Agent of any request by any 
Governmental Authority or representative thereof for disclosure of any such confidential 
information, and shall in any event, unless specifically prohibited by Applicable Law, 
notify the Administrative Agent of each public disclosure of any such information by a 
Group Member or any Affiliate thereof, together with the proposed text of such public 
disclosure, prior to disclosure of such information, and provide the Administrative Agent 
(at the direction of the Required Lenders) an opportunity to comment thereon, and will 
not in any such disclosure disclose more information than is mandatorily required to be 
disclosed under Applicable Law. 

Section 10.13. Severability of Provisions.  Any provision of this Agreement which is 
prohibited or unenforceable shall be ineffective to the extent of such prohibition or 
unenforceability without invalidating the remaining provisions hereof. 

Section 10.14. Senior Debt.  The Obligations are intended to be senior Debt, and not 
subordinated to any other senior Debt, or made pari passu with Debt that is subordinated to any 
other Debt, of any Obligor.  The Obligations are deemed to be expressly designated and named 
as “Designated Senior Debt,” “Designated Senior Indebtedness,” “Senior Indebtedness” or 
similar terms for purposes of any present or future loan agreement, indenture, note issuance or 
purchase agreement or other document under which such a designation is applicable or available 
for senior Debt of any Obligor (including without limitation the 2011 Convertible Subordinated 
Debenture Indenture). 

Section 10.15. Release of Carson-Dellosa Equity.  Upon the consummation of a Carson-
Dellosa Drag-Along Sale, the Collateral Agent shall release the Liens, securing the Obligations, 
on the Equity Interests in Carson-Dellosa Publishing, LLC that are Disposed of in such 
transaction, provided that (and only if) (x) all of the conditions set forth in Section 8.18(a)(ii) 
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(including the requisite certification by the Administrative Borrower) have been satisfied with 
respect to such release, (y) the Liens on all of such Equity Interests securing the ABL DIP Credit 
Obligations are concurrently being released, and (z) 100% of the Net Cash Proceeds of such 
Carson-Dellosa Drag-Along Sale are immediately applied to prepay the Obligations in 
accordance with Section 2.9(a)(i). 

Section 10.16. USA Patriot Act.  Each Lender hereby notifies the Administrative 
Borrower that pursuant to the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 
(signed into law October 26, 2001)) (the “USA Patriot Act”), it is required to obtain, verify and 
record information that identifies each Borrower, which information includes the name and 
address of such Borrower and other information that will allow such Lender to identify such 
Borrower in accordance with the USA Patriot Act. 

Section 10.17. Administrative Borrower as Agent for Borrower.  Each Borrower hereby 
irrevocably appoints Administrative Borrower as the borrowing agent and attorney-in-fact for all 
Borrowers.  Each Borrower hereby irrevocably appoints and authorizes Administrative Borrower 
(i) to provide Agent with all notices with respect to Loans obtained for the benefit of any 
Borrower and all other notices and instructions under this Agreement and (ii) to take such action 
as Administrative Borrower deems appropriate on its behalf to obtain Loans and to exercise such 
other powers as are reasonably incidental thereto to carry out the purposes of this Agreement.  
Each Borrower hereby jointly and severally agrees to indemnify each Indemnitee and hold each 
Indemnitee harmless against any and all liability, expense, loss or claim of damage or injury, 
made against the Indemnitees by any Obligor or by any third party whosoever, arising from or 
incurred by reason of (a) the handling of the Collateral as herein provided, (b) the Indemnitees’ 
relying on any instructions of Administrative Borrower, or (c) any other action taken by the 
Indemnitees hereunder or under the other Loan Documents, except that Borrowers will have no 
liability to the relevant Indemnitee under this Section 10.17 with respect to any liability that has 
been finally determined by a court of competent jurisdiction to have resulted solely from the 
gross negligence, fraud or willful misconduct of such Indemnitee. 

Section 10.18. Intercreditor Agreement.  Agent and each Lender hereunder, by its 
acceptance of the benefits provided hereunder, (a) consents to the subordination of liens provided 
for in the Intercreditor Agreement, (b) agrees that it will be bound by, and will take no actions 
contrary to, the provisions of the Intercreditor Agreement, and (c) authorizes and instructs the 
Agent to enter into the Intercreditor Agreement as Agent on behalf of each Lender.  Agent and 
each Lender hereby agrees that the terms, conditions and provisions contained in this Agreement 
are subject to the Intercreditor Agreement and, in the event of a conflict between the terms of the 
Intercreditor Agreement and this Agreement or any of the Loan Documents, the terms of the 
Intercreditor Agreement shall govern and control. 

Section 10.19. Conflict.  In the event of a conflict between this Agreement and the Final 
Order, the Final Order shall govern. 

[Signature Pages Follow] 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed 
by their respective officers thereunto duly authorized, as of the date first above written. 

BORROWERS: 
 
SCHOOL SPECIALTY, INC., 
 
By:    
Name:  Michael P. Lavelle 
Title:  President and Chief Executive Officer 
 
 
CLASSROOMDIRECT.COM, LLC, 
 
By:    
Name:  Michael P. Lavelle 
Title:  President  
 
 
DELTA EDUCATION, LLC, 
 
By:    
Name:  Michael P. Lavelle 
Title:  Executive Vice President 
 
 
SPORTIME, LLC, 
 
By:    
Name:  Michael P. Lavelle 
Title:  President  
 
 
CHILDCRAFT EDUCATION CORP., 
 
By:    
Name:  Michael P. Lavelle 
Title:  President 
 
 
BIRD-IN-HAND WOODWORKS, INC., 
 
By:    
Name:  Michael P. Lavelle 
Title:  President 
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CALIFONE INTERNATIONAL, INC., 
 
By:    
Name:  Michael P. Lavelle 
Title:  Executive Vice President 
 
 
PREMIER AGENDAS, INC., 
 
By:    
Name:  Michael P. Lavelle 
Title:  Executive Vice President 
 
 
GUARANTORS: 
 
SELECT AGENDAS, INC., 
 
By:    
Name:  Michael P. Lavelle 
Title:  President  
 
 
FREY SCIENTIFIC, INC., 
 
By:    
Name:  Michael P. Lavelle 
Title:  Executive Vice President  
 
 
SAX ARTS & CRAFTS, INC., 
 
By:    
Name:  Michael P. Lavelle 
Title:  President  
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U.S. BANK NATIONAL ASSOCIATION, as 
Administrative Agent and as Collateral Agent 
 
 
By:    
Name: 
Title: 
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Schedule 5.16 
 

Post Closing Obligations 
 

Obligation Due Date 

Delivery of the Collateral Access Agreement No later than 30 days after the 
Closing Date 

Delivery of the Control Agreement  No later than 30 days after the 
Closing Date 

Delivery of any Mortgages No later than 30 days after the 
Closing Date 

Delivery of any additional insured/lender’s loss payee 
endorsements in favor of the Collateral Agent 

No later than 15 days after the 
Closing Date 

Projected financial statements of the Borrowers and the 
other Obligors satisfactory to the Lenders in their sole 
discretion, including income statement, balance sheet and 
cash flow statement, each in form and substance 
consistent with the Obligors’ internal financial 
statements, for fiscal years ending 2013 and 2014 
presented on a monthly basis; and any updates or 
modifications to such projected financial statements 
previously received by the Administrative Agent, in each 
case in form and substance reasonably satisfactory to the 
Lenders 

April 1, 2013 
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Schedule 5.18 
 

Milestones 

The Borrowers shall undertake a dual track process by which they market the assets of the 
Obligors for sale and pursue a plan of reorganization in order to maximize recoveries for all of 
their stakeholders according to the following milestones,  except to the extent the failure to meet 
any such milestone is due to the Bankruptcy Court’s scheduling requirements (but not any 
scheduling requirements that are done or made at the request of the Borrowers): 

i. on or before the date that is 21 days after entry 
of the Interim Order, (a) the Bankruptcy Court 
shall have entered a final order establishing 
procedures with respect to the marketing and 
sale of the Obligors’ assets (the “Sale Effort”) 
and approving bidding procedures related 
thereto, which order shall be in form and 
substance reasonably acceptable to the 
Borrowers and Lenders; and (b) the Borrowers 
shall have filed with the Bankruptcy Court, a 
plan of reorganization (the “Plan”) and a motion 
seeking approval of the disclosure statement and 
solicitation procedures related to the Plan (the 
“Disclosure Statement Motion”), which motion 
shall be in form and substance acceptable to the 
Borrowers and Lenders; 

  
ii. on or before the date that is 44 days after entry 

of the Interim Order, the Bankruptcy Court shall 
have entered an order granting the Disclosure 
Statement Motion, which order shall be in form 
and substance reasonably acceptable to the 
Borrowers and Lenders; 

  
iii. on or before the date that is 48 days the after 

entry of the Interim Order, the Borrowers shall 
have commenced solicitation of votes in 
connection with the Plan pursuant to sections 
1125 and 1126 of the Bankruptcy Code; 
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iv. on or before the date that is 71 days the after 
entry of the Interim Order, (i) assuming 
sufficient interest to purchase the Obligors’ 
assets has been expressed in the Borrowers’ 
business reasonable judgment, with the 
reasonable consent of the Lenders, an auction 
shall have been conducted in connection with 
the Sale Effort to determine the highest and/or 
best bid for the Borrowers’ assets (the 
“Auction”)  and (ii) the winning bidder selected 
at the Auction, if any, shall have obtained a 
commitment to refinance or repay the 
Obligations and the obligations under the ABL 
DIP Credit Obligations in full in cash, which 
commitment shall be in form and substance 
satisfactory to the Required Lenders; 

  
v. on or before the date that is 78 days after the 

after entry of the Interim Order, (i) the 
Bankruptcy Court shall have conducted a 
hearing assuming that an Auction has been held 
and a winning bidder and backup bidder, if any, 
have been selected, to obtain entry of a final 
order  approving the sale of the Borrowers’ 
assets to the winning bidder at the Auction (the 
“Sale Order”), or (ii) in the event that a Sale 
Order is not entered and the Debtors are 
pursuing a Plan, the Debtors shall have obtained 
a commitment to refinance or repay the 
Obligations and the obligations under the ABL 
DIP Credit Obligations in full in cash, which 
commitment shall be in form and substance 
satisfactory to the Required Lenders. 

  
vi. on or before the date that is 80 days after entry 

of the Interim Order, the Bankruptcy Court shall 
have entered (i) the Sale Order (assuming that 
an Auction has been held and a winning bidder 
and backup bidder, if any, have been selected), 
which order shall be in form and substance 
reasonably acceptable to the Borrowers and 
Lenders, or (ii) the order confirming the Plan 
pursuant to section 1129 of the Bankruptcy 
Code (assuming the Plan has obtained the 
requisite votes), which order shall be in form 
and substance reasonably acceptable to the 
Borrowers and Lenders; and 
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vii. on or before the date that is 94 days after entry 

of the Interim Order, (i) the sale of the Obligors’ 
assets shall have closed (assuming that an 
Auction has been held and a winning bidder and 
backup bidder, if any , have been selected), or 
(ii) the Plan (assuming the Plan has obtained the 
requisite votes) shall have become effective. 
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Execution Version

SENIOR SECURED SUPER PRIORITY DEBTOR-IN-POSSESSION
CREDIT AGREEMENT

Dated as of February [26], 2013

among

SCHOOL SPECIALTY, INC.,

CLASSROOMDIRECT.COM, LLC,

DELTA EDUCATION, LLC,

SPORTIME, LLC,

CHILDCRAFT EDUCATION CORP.,

BIRD-IN-HAND WOODWORKS, INC.,

CALIFONE INTERNATIONAL, INC.,

and

PREMIER AGENDAS, INC.,

as Borrowers,

SELECT AGENDAS, CORP.,

SENIOR SECURED SUPER PRIORITY DEBTOR-IN-POSSESSION
CREDIT AGREEMENT

Dated as of January 31, 2013

among

SCHOOL SPECIALTY, INC.,

CLASSROOMDIRECT.COM, LLC,

DELTA EDUCATION, LLC,

SPORTIME, LLC,

CHILDCRAFT EDUCATION CORP.,
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BIRD-IN-HAND WOODWORKS, INC.,

CALIFONE INTERNATIONAL, INC.,

and

PREMIER AGENDAS, INC.,

as Borrowers,

SELECT AGENDAS, CORP.,

FREY SCIENTIFIC, INC.,
and

SAX ARTS & CRAFTS, INC.,
as Guarantors,

THE LENDERS,
as defined herein,

and

BAYSIDE FINANCE, LLC,
as Administrative Agent and as Collateral Agent

THE LENDERS,

as defined herein,

and

U.S. BANK NATIONAL ASSOCIATION,
as Administrative Agent and as Collateral Agent
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SENIOR SECURED SUPER PRIORITY DEBTOR-IN-POSSESSION
CREDIT AGREEMENT

This Senior Secured Super Priority Debtor-in-Possession Credit Agreement is dated as
of January 31February __, 2013, and is entered into by and among SCHOOL SPECIALTYSchool
Specialty, INCInc., a Wisconsin corporation (“School Specialty” or the “Administrative
Borrower”), each of ClassroomDirect.com, LLC, a Delaware limited liability company, Delta

Education, LLC, a Delaware limited liability company, Sportime, LLC, a Delaware limited
liability company, Childcraft Education Corp., a New York corporation, Bird-in-Hand
Woodworks, Inc. a New Jersey corporation, Califone International, Inc. a Delaware
corporation, and Premier Agendas, Inc., a Washington corporation (collectively, the

“Subsidiary Borrowers” and, together with the Administrative Borrower, the “Borrowers”),

Select Agendas, Corp., a Nova Scotia unlimited liability company, Frey Scientific, Inc. and
Sax Arts & Crafts, Inc., each a Delaware corporation, each as a Guarantor, each Subsidiary of
the Administrative Borrower (other than the Subsidiary Borrowers) that becomes a Guarantor
hereunder and party hereto from time to time in accordance with Section 5.11, each of the
lenders appearing on the signature pages hereof, together with such other lenders as may from
time to time become a party to this Agreement pursuant to the terms and conditions of Article
VIII  hereof (collectively, the “Lenders”), and Bayside Finance, LLC, a Delaware limited liability
company (“BaysideU.S. Bank National Association (“U.S. Bank”), in its separate capacity as

administrative agent for itself and all other Lenders (in such capacity, together with its
successors and assigns, the “Administrative Agent”), and in its separate capacity as collateral

agent for itself and all other Lenders (in such capacity, together with its successors and

assigns, the “Collateral Agent” and, collectively with the Administrative Agent, the “Agent”).

RECITALS:

A. The Borrowers and Guarantors (other than Select Agendas, Corp.) have
commenced a case under Chapter 11 of Title 11 of the United States Code in the United
States Bankruptcy Court for the District of Delaware, and have retained possession of their
respective assets and are authorized under the Bankruptcy Code to continue the operation of
their businesses as debtors-in-possession.

B. Prior to the commencement of the Chapter 11 Cases, Prepetition Term Loan Lenders
made loans and advances and provided other financial or credit accommodations to Borrowers secured
by substantially all assets and properties of such Borrowers and the Guarantors as set forth in the
Prepetition Term Loan Documents.

CB. The Bankruptcy Court has entered an Interim Order pursuant to which
Administrative Agent and Lenders may make post-petition term loans and advances, and provide
other financial accommodations, to Borrowers secured by substantially all the assets and
properties of the Obligors as set forth in the Interim Order or Final Order, as applicable, and
this Agreement.
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DC. The Interim Order or Final Order, as applicable, provides that as a condition to
the making of such post-petition term loans, advances and other financial accommodations,
Borrowers shall execute and deliver this Agreement.

ED. Borrowers have requested that Administrative Agent andthe Lenders make post-
petition term loans and advances and provide other financial accommodations to Borrowers, and
Administrative Agent andthe Lenders are willing to do so, subject to the terms and conditions
contained herein.

NOW, THEREFORE, in consideration of the premises herein contained and other good
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
parties, intending to be legally bound, agree as follows:

ARTICLE I
DEFINITIONS

Definitions.  For all purposes of this Agreement, except as otherwiseSection 1.1.
expressly provided or unless the context otherwise requires:

the terms defined in the preamble have the meanings therein assigned to them;(a)

the terms defined in this Article have the meanings assigned to them in this(b)
Article, and include the plural as well as the singular;

The following terms have the meanings given to them in the applicable UCC:(c)
“commodity account”, “commodity contract”, “commodity intermediary”, “deposit
account”, “entitlement holder”, “entitlement order”, “equipment”, “financial asset”,
“general intangible”, “goods”, “instruments”, “investment property”, “money”,
“securities account”, “securities intermediary” and “security entitlement”;

titles of articles, sections, clauses, exhibits, schedules and annexes contained in(d)
any Loan Document are without substantive meaning or content of any kind
whatsoever and are not a part of the agreement between the parties hereto;

the terms “herein”, “hereof” and similar terms refer to this Agreement as a(e)
whole;

in the computation of periods of time from a specified date to a later specified(f)
date in any Loan Document, the terms “from” means “from and including” and the
words “to” and “until” each mean “to but excluding” and the word “through” means
“to and including”;

in any other case, the term “including” when used in any Loan Document(g)
means “including without limitation”;
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the term “documents” means all writings, however evidenced and whether in(h)
physical or electronic form, including all documents, instruments, agreements, notices,
demands, certificates, forms, financial statements, opinions and reports;

the term “incur” means incur, create, make, issue, assume or otherwise become(i)
directly or indirectly liable in respect of or responsible for, in each case whether
directly or indirectly, and the terms “incurrence” and “incurred” and similar derivatives
shall have correlative meanings;

all references to a time of day shall refer to such time of day in New York,(j)
New York;

references in this Agreement to an Exhibit, Schedule, Article, Section or clause(k)
refer to the appropriate Exhibit or Schedule to, or Article, Section or clause in, this
Agreement;

references in any Loan Document, to (A) any agreement shall include, without(l)
limitation, all exhibits, schedules, appendixes and annexes to such agreement and,
unless the prior consent of any Secured Party required therefor is not obtained, or such
modification or replacement is not permitted under this Agreement, any modification to
any term of such agreement and any replacement thereof, and (B) any statute shall be
to such statute as modified from time to time and to any successor legislation thereto,
in each case as in effect at the time any such reference is operative;

all accounting terms not otherwise defined herein have the meanings assigned to(m)
them in accordance with GAAP (except for the term “property”, which shall be
interpreted as broadly as possible, including, in any case, cash, securities, other assets,
rights under contractual obligations and Permits and any right or interest in any
property, the terms “property” and “assets” to have the same meaning); and

all accounting terms, unless otherwise specified, shall be deemed to refer to(n)
Persons and their Subsidiaries on a consolidated basis in accordance with GAAP; and.

(o) [Reserved]

“2011 Convertible Subordinated Debenture Documents” means the 2011 Convertible

Subordinated Debentures, the 2011 Convertible Subordinated Debenture Indenture and all
other documents, instruments and agreements relating thereto, in each case amended, modified
andor supplemented from time to time in accordance with the provisions of this Agreement.

“2011 Convertible Subordinated Debenture Indenture” means the Indenture dated as

of March 1, 2011 between the Administrative Borrower and The Bank of New York Mellon
Trust Company, N.A., as amended, modified andor supplemented from time to time in
accordance with the provisions of this Agreement.

“2011 Convertible Subordinated Debentures” means those 3.75% Convertible

Subordinated Debentures of the Administrative Borrower due 2026.
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“ABL DIP Agent” means, collectively, the administrative agent and the co-collateral

agents under the ABL DIP Credit Agreement, or any of them, as the context may require.

“ABL DIP Credit Agreement” means the Senior Secured Debtor-In-Possession Credit

Facility, dated as of  the date hereofJanuary 31, 2013, by and among the borrowers and
guarantors named therein, Wells Fargo Capital Finance, LLC, as agent, and the lenders party
thereto from time to time, as amended, restated, modified or supplemented from time to time
in accordance with the Intercreditor Agreement.

“ABL DIP Credit Agreement Availability”  means, as of any date of determination, the amount
that Borrowers are entitled (after taking into account borrowing base limits and other requisite
conditions to borrowing) to borrow as additional ABL DIP Credit Loans under Section 2.1 of the ABL
DIP Credit Agreement (after giving effect to the then outstanding ABL DIP Credit Obligations, it
being understood that the ABL DIP Credit Agreement Availability shall in any event not exceed the
excess, if  any, of the Stated Borrowing Base then in effect (such Stated Borrowing Base not to exceed
$175,000,000 in any event) over the amount of outstanding ABL DIP Credit Obligations), or as
additional revolving loans under the applicable provisions of any permitted refinancing thereof in
accordance with clause (e) of the definition of “Permitted Debt”; provided, that the borrowing base
limits for purposes of such determination (including without limitation all applicable advance rates,
eligibility  requirements, and specified reserves (including without limitation the Landlord Reserve, if
any, for each location for which a satisfactory collateral access agreement has not been obtained)) shall
be those set forth in the ABL DIP Credit Agreement as in effect on the date hereof and applied in a
manner consistent with the Borrowing Base Certificate delivered to the Administrative Agent as of the
date hereof (for the avoidance of doubt, without giving effect, for purposes of calculating the ABL DIP
Credit Agreement Availability hereunder, to (i) any revisions of “excluding criteria” (as permitted in
the ABL DIP Agent’s Permitted Discretion within the proviso of each definition of Eligible Accounts
and Eligible Inventory in the ABL DIP Credit Agreement) that cause ineligible Accounts and ineligible
Inventory to be Eligible Accounts or Eligible Inventory or (ii)  any reductions in the amounts of Lien
Priority Reserves (as defined in the Intercreditor Agreement (as in effect on the date hereof)) unless in
the ABL DIP Agent’s Permitted Discretion (as defined in the ABL DIP Credit Agreement) such
reductions reflect the reduction of the amount of the claim secured by the applicable Lien having
priority superior to the priority of the Lien in favor of the ABL DIP Agent on the ABL DIP Credit
Priority Collateral, on account of which the Lien Priority Reserve was applied).

“ABL DIP Credit Commitment” means, with respect to each ABL DIP Credit Lender,

the obligation of such ABL DIP Credit Lender to make ABL DIP Credit Loans and participate
in the Letters of Credit, as contemplated by and pursuant to the ABL DIP Credit Agreement,
or the aggregate amount of such obligation as in effect from time to time, as the context may
require.

“ABL DIP Credit Documents” means, collectively, (i) the ABL DIP Credit Agreement

and (ii) each other Loan Document (as defined thereinin the ABL DIP Credit Agreement).

“ABL DIP Credit Lender” means all lenders party to the ABL DIP Credit Agreement

having Revolving Commitments, or holding outstanding ABL DIP Credit Loans, under the
ABL DIP Credit Agreement
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“ABL DIP Credit Loans” means the ABL DIP Credit Loans made by the lenders under

the ABL DIP Credit Agreement to the Borrowers pursuant to the ABL DIP Credit Agreement.

“ABL DIP Credit Obligations” means the ABL DIP Credit Loans, all LC Obligations and

all other “Obligations” under and as defined in ABL DIP Credit Agreement.

“ABL DIP Credit Priority Collateral” means “ABL Priority Collateral” under and as

defined in the Intercreditor Agreement.

“Accelerated Learning Business” means the Accelerated Learning Business Segments,

collectively and taken as a whole.

“Accelerated Learning Business Segments” means the collective reference to, and

individually any one of, (i) the Delta Business, (ii) the Reading Business, (iii) the Health
Business, and (iv) the Planner Business.

“Acceptable Cash Management System” has the meaning set forth in Section 5.12.

“Account Debtor” means any Person who is obligated on an Account, chattel paper,

or a general intangible.

“Accounts” means all “accounts,” as such term is defined in the UCC, now owned or

hereafter acquired by any Obligor, including (a) all accounts receivable, other receivables,
rentals, book debts and other forms of obligations (other than, except in the case of rentals,
forms of obligations evidenced by chattel paper or instruments), (including any such
obligations that may be characterized as an account or contract right under the UCC), (b) all
of each Obligor’s rights in, to and under all purchase orders or receipts for goods or services,
(c) all of each Obligor’s rights to any goods represented by any of the foregoing (including
unpaid sellers’ rights of rescission, replevin, reclamation and stoppage in transit and rights to
returned, reclaimed or repossessed goods), (d) all rights to payment due to any Obligor for
property Disposed of, arising out of the use of a credit card or charge card, or for services
rendered or to be rendered by such Obligor or in connection with any other transaction
(whether or not yet earned by performance on the part of such Obligor), and (e) all collateral
security of any kind, now or hereafter in existence, given by any Account Debtor or other
Person with respect to any of the foregoing.

“Additional Funding Dates” means not more than two dates after the Initial

Borrowing and during the Availability Period on which the Borrowers may borrow Loans
under this Agreement in accordance with clause (ii) of Section 2.1.

“Additional Mortgaged Property” has the meaning set forth in Section 5.11.

“Adequate Protection Obligations” shall mean “Adequate Protection Liens” as defined

in the Interim Order or the Final Order, as applicable, 507(b) Claims (as defined in the Interim
Order or the Final Order, as applicable) and Adequate Protection Payments.

5
203307151 v22



“Adequate Protection Payments” has the meaning set forth in the Interim Order or

the Final Order, as applicable.

“Administrative AgentAgency Fee” has the meaning set forth in the Preamble to this
AgreementSection 2.10(h).

“Administrative Agent Fee Agreement”  means the Administrative Agent Fee Agreement,
dated as of the date hereof, between the Administrative Borrower and, inter alia, the Administrative
Agent” has the meaning set forth in the Preamble to this Agreement.

“Administrative Borrower” has the meaning set forth in the Preamble to this

Agreement.

“Adjustment Date” has the meaning set forth in Section 8.12.

“Affiliate” means, with respect to any Person, (a) each Person that, directly or

indirectly, owns or controls, whether beneficially, or as a trustee, guardian or other fiduciary,
twenty percent (20%) or more of a Person, (b) each Person that Controls, is Controlled by or
is under common Control with such Person, (c) each of such Person’s, officers, directors, joint

venturers and partners and (d) the family members, spouses and lineal descendants of any of
the foregoing.  “Control” (and variations thereof, such as “Controlled”) of or with respect to

a Person shall mean the possession, directly or indirectly, of the power to direct or cause the
direction of its management or policies, whether through the ownership of voting securities, by
contract or otherwise; provided, however, that the term “Affiliate” shall in no event include

the Agent or a Lender.

“Agent” has the meaning set forth in the Preamble to this Agreement.

“Agent Expenses” means (a) all reasonable costs and expenses (including taxes, and

insurance premiums) required to be paid by an Obligor under any of the Loan Documents that
are paid, advanced, or incurred by the Agent (for the sake of clarity, including both the
Administrative Agent and the Collateral Agent, individually or collectively) or its Affiliates,
(b) all reasonable fees or charges paid or incurred by the Agent or its Affiliates in connection
with the Secured Parties’ transactions with any Obligors, including reasonable fees or charges
for photocopying, notarization, couriers and messengers, telecommunication, public record
searches (including tax lien, litigation, and UCC searches and including searches with the
applicable jurisdictions’ patent and trademark office and/or copyright office), filing, recording,
publication, Appraisals, real estate surveys (including each Survey), real estate title policies
and endorsements (including each Mortgage Policy), and environmental audits, and all other
reasonable fees and charges associated with any the Mortgages and related matters, (c) all
reasonable out-of-pocket costs and expenses incurred by the Agent in the disbursement of
funds to any Obligor or Secured Parties (by wire transfer or otherwise), (d) all reasonable out-
of-pocket charges paid or incurred by the Agent resulting from the dishonor of checks payable
by or to any Obligor, (e) all out-of-pocket costs and expenses paid or incurred by the Agent
(including attorney fees) to correct any default or enforce any provision of the Loan
Documents, or after the occurrence of an Event of Default, in gaining possession of,
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maintaining, handling, preserving, storing, shipping, selling, preparing for sale, or advertising
to sell the Collateral, or any portion thereof, irrespective of whether a sale is consummated, (f)
all reasonable out-of-pocket fees and expenses (including travel, meals, and lodging) of the
Agent, its Affiliates and/or its representatives, consultants, advisors or agents related to any
inspections, examinations or audits of Obligors or the Collateral, (g) all out-of-pocket costs
and expenses of third party claims or any other suit paid or incurred by the Agent (including
attorney fees) in enforcing or defending the Loan Documents or in connection with the
transactions contemplated by the Loan Documents or the Secured Parties’ relationship with
any Obligor, (h) the Agent’s or its Affiliates’ reasonable costs and expenses (including
reasonable attorneys’ and consultants’ fees) incurred in advising, structuring, drafting,
negotiating, reviewing, executing, interpreting, administering (including travel, meals, and
lodging and reasonable fees, costs and expenses incurred in connection with Intralinks® or

any other Platform), or syndicating, or modifying any term of or terminating any of, the Loan
Documents, any commitment or proposal letter therefor, any other document prepared in
connection therewith or the consummation and administration of any transaction contemplated
therein (including, without limitation, any fees, costs or expenses paid or incurred by the
Agent (or its Affiliates) with respect to any third party service providers (including reasonable
attorneys, accountants, consultants, and other advisors fees and expenses)), and (i) the Agent’s
costs and expenses (including reasonable attorneys, accountants, consultants, and other
advisors fees and expenses) incurred in amending, terminating, enforcing (including reasonable
attorneys’, accountants’, consultants’, and other agents’ and advisors’ fees and expenses

incurred in connection with a “workout,” a “restructuring,” or an insolvency proceeding
concerning any Obligor, or in exercising rights or remedies under the Loan Documents), or
defending the Loan Documents, irrespective of whether suit is brought, or in taking any
remedial action concerning the Collateral, or in commencing, defending, conducting,
intervening in, or taking any other action with respect to, any proceeding (including any
bankruptcy or insolvency proceeding) related to any Group Member, Loan Document,
Obligation or Related Transaction (or the response to and preparation for any subpoena or
request for document production relating thereto).

“Agent Fee Letter” means that certain fee letter, dated as of the date hereof,

between the Administrative Borrower and the Administrative Agent.

“Agent Firm” has the meaning set forth in Section 8.15.

“Agent’s Liens” means the Liens granted by Obligors to the Collateral Agent under

the Loan Documents.

“Agreement” means this Senior Secured Super Priority Debtor-in-Possession Credit

Agreement, as it may be modified, supplemented, amended or restated from time to time.

“Anti-Terrorism Law” means any statute, treaty, law (including common law),

ordinance, regulation, rule, order, opinion, release, injunction, writ, decree or award of any
Governmental Authority relating to terrorism or money laundering, including Executive Order
No. 13224, the USA Patriot Act, the International Economic Emergency Powers Act, the
Trading with the Enemy Act, or any other statute, executive order or other authority
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administered by the Office of Foreign Assets Control in the United States Department of the
Treasury.

“APA Closing Date”  has the meaning ascribed to the term “Closing Date” in the Asset
Purchase Agreement.

“Applicable Law” means (a) any domestic or foreign statute, law (including common

and civil law), treaty, code, ordinance, rule, regulation, restriction or by-law (zoning or
otherwise); (b) any judgment, order, writ, injunction, decision, ruling, decree or award; (c) any
regulatory policy, practice, guideline or directive; or (d) any franchise, license, qualification,
authorization, consent, exemption, waiver, right, permit or other approval of any Governmental
Authority, binding on or affecting the Person referred to in the context in which the term is
used or binding on or affecting the property of such Person, in each case whether or not
having the force of law.

“Applicable Margin” means, in respect of any date, 14.010.0% per annum.

“Applicant” has the meaning set forth in Section 8.12.

“Application Event” means the occurrence of any Event of Default and the exercise

thereupon by the Administrative Agent of any of the remedies described in Section 7.2.

“Appraisal” means any appraisal acceptable to the Administrative Agent of Collateral,

delivered to the Administrative Agent in connection herewith.

“Approved Budget” means the initial budget (a copy of which is attached as Exhibit
H), approved by the Borrowers and Administrative Agentthe Lenders prior to commencement of
the Chapter 11 CasesClosing Date, projecting operations for the ensuing six-month period and
including, without limitation, (i) a thirteen-week cash flow forecast, (ii) a six-month
consolidated balance sheet, income statement and statement of cash flows, and (iii) income
statements by Business Segment; such thirteen-week cash flow forecast to be updated (in
substantially the same format as the prior thirteen-week cash flow forecast) monthly by
Borrowers in accordance with Section 5.1(y), submitted to Administrative Agent and, upon
acceptance by the Administrative Agent (as directed by the Required Lenders in itstheir sole
discretion), the prior Approved Budget, as modified by the updated thirteen-week cash flow
forecast shall constitute the then Approved Budget.

“Approved Fund” means any Fund that is administered or managed by (a) a Lender,

(b) an Affiliate of a Lender or (c) an entity or an Affiliate of an entity that administers or
manages a Lender.

“Asset Purchase Agreement” mean the Asset Purchase Agreement, dated as of January 28,
2013, among Bayside School Specialty, LLC, School Specialty, Inc. and the other sellers named
therein.
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“Assignee” means an Applicant to whom all or a portion of the rights of a Lender

have been assigned pursuant to and in accordance with Section 8.12.

“Assignment” means the assignment of all or a portion of the rights of a Lender to

an Assignee pursuant to and in accordance with Section 8.12.

“Assignment Certificate” has the meaning set forth in Section 8.12.

“Availability”  means, with respect to any fiscal week, an amount equal to (i) the amount
labeled as “Ending Funded Balance” shown on the accepted thirteen-week cash flow forecast under the
Approved Budget for the fiscal week in which a Notice of Borrowing is delivered minus (ii)  the
principal amount of the Revolving Loan outstanding as of the last day of the prior fiscal week.

“Auction” has the meaning set forth on Schedule 5.18.

“Availability Period” means the period from and including the date of entry of the

Final Order up to but excluding the Termination Date.

“Available Net Assets” has the meaning set forth in Section 9.4.

“Avoidance Actions” has the meaning set forth in the Interim Order or the Final

Order, as applicable.

“Bank Product” means any one or more of the following financial products or

accommodations extended to School Specialty or its Subsidiaries:  (a) credit cards (including
commercial credit cards (including so-called “procurement cards” or “P-cards”)), (b) credit

card processing services, (c) debit cards, (d) stored value cards, (e) cash management services,
or (f) transactions with respect to Rate Hedging Obligations, Commodity Hedging Obligations,
FX and Currency Option Obligations.

“Bank Product Agreements” means those agreements entered into from time to time

by School Specialty or its Subsidiaries in connection with the obtaining of any Bank Products.

“Bankruptcy Code” means the Federal Bankruptcy Reform Act of 1978 (11 U.S.C.

Section 101, et seq.) as now and hereafter in effect, or any applicable successor statute.

“Bankruptcy Court” means the United States Bankruptcy Court in the District of

Delaware.

“Base LIBOR Rate” has the meaning set forth in the definition of “LIBOR Rate”.

“Bayside” has the meaning set forth in  the Preamble to this AgreementSection 2.8(a).

“Bayside Sale”  means a sale pursuant to Section 363 of the Bankruptcy Code of all or
substantially all of the assets of the Borrowers to the Agent or one or more affiliates thereof.
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“Bayside DIP Credit Agreement” has the meaning set forth in Section 2.8(a).

“Bidding Procedures OrderBayside DIP Obligations” has the meaning set forth in the
Asset Purchase AgreementSection 2.8(a).

“Blocked Person” has the meaning set forth in Section 4.23(b).

“Borrowers” has the meaning set forth in the Preamble to this Agreement.

“Borrowing Base Certificate” means a borrowing base certificate of the

Administrative Borrower required pursuant to the ABL DIP Credit Agreement, certified on
behalf of the Administrative Borrower by its chief financial officer or chief executive officer.

“Business Day” means any day other than a Saturday or Sunday on which national

banks are required to be open for business in New York, and, in addition, if such day relates
to the fixing of a LIBOR Rate, a day on which dealings in U.S. dollar deposits are carried on
in the London interbank eurodollar market.

“Business Segment Financial Statements” means the consolidated and consolidating

monthly, quarterly and annual financial statements, including, in the case of clauses (w), (x)
and (y) below, balance sheets, income statements, and statements of capital expenditures,
retained earnings and shareholders’ equity, and Product Development Expense, and (in the
case of clause (z) below) statements of revenue, gross margin, capital expenditures, and
Product Development Expense, in any event in no less a level of detail than the financial
statements provided to the Agent prior to the Closing Date, reflecting the performance of (w)
the Accelerated Learning Business (accompanied by reconciling information in detail
reasonably satisfactory to the Agent (at the direction of the Required Lenders) for any
Reconcilable Inclusions with respect to the Accelerated Learning Business), (x) the
Educational Resources Business, (y) each Business Segment on a standalone basis
(accompanied, in the case of the Planner Business, by reconciling information in detail
reasonably satisfactory to the Agent (at the direction of the Required Lenders) for any
Reconcilable Inclusions with respect to the Planner Business), and (z) each Delta Business
Sub-Segment on a standalone basis.

“Business Segments” means, collectively, each Accelerated Learning Business Segment

and each Educational Resources Business Segment.

“Canadian Employee Benefits Plan” means any employee benefit, pension, retirement

or other equivalent or analogous plan or program established, maintained or contributed to by
a Group Member in each case covering employees or former employees in Canada.

“Capital Adequacy Rule” has the meaning set forth in Section 2.12(b)(ii).

“Capital Adequacy Rule Change” has the meaning set forth in Section 2.12(b)(iii).
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“Capital Expenditures” means, for any period, the aggregate of all expenditures by

the Borrowers and the other Obligors during such period that are capital expenditures as
determined on a consolidated basis in accordance with GAAP, whether such expenditures are
paid in cash or financed.

“Capitalized Lease Liabilities” of any Person means all monetary obligations of such

Person under any leasing or similar arrangement that, in accordance with GAAP, would be
classified as a capitalized lease, and, for purposes of this Agreement, the amount of such
obligations shall be the capitalized amount thereof, determined in accordance with GAAP.

“Carson-Dellosa Drag-Along Sale” means a Disposition of the entirety of the

Obligors’ Equity Interests in Carson-Dellosa Publishing, LLC pursuant to the exercise by the
CJE Members (as defined in the Operating Agreement of Carson-Dellosa Publishing, LLC) of
their drag-along rights (under and pursuant to Section 11.6 of the Operating Agreement of
Carson-Dellosa Publishing, LLC) so as to require the Obligors to Dispose of such Equity
Interests in accordance with the terms of Section 11.6 of the Operating Agreement of Carson-
Dellosa Publishing, LLC.

“Carve-Out” has the meaning set forth in the Interim Order or the Final Order, as

applicable.

“Cash Dominion Event” means the occurrence of any of the events of circumstances

described in clauses (i) through (iv) of the definition of “Triggering Event” in the

Intercreditor Agreement (as in effect on the date hereof).

“Cash Equivalents” means (a) marketable direct obligations issued by, or

unconditionally guaranteed by, the United States or issued by any agency thereof and backed
by the full faith and credit of the United States, in each case maturing within one hundred and
eighty (180) days from the date of acquisition thereof, (b) marketable direct obligations issued
or fully guaranteed by any state of the United States, or any political subdivision of any such
state or any public instrumentality thereof maturing within one hundred and eighty (180) days
from the date of acquisition thereof and, at the time of acquisition, having one of the two
highest ratings obtainable from either Standard & Poor’s Rating Group or Moody’s Investors
Service, Inc., (c) certificates of deposit, time deposits, overnight bank deposits or bankers’

acceptances maturing within one hundred and eighty (180) days from the date of acquisition
thereof issued by any bank organized under the laws of the United States or any state thereof
or the District of Columbia or any United States branch of a foreign bank having at the date
of acquisition thereof combined capital and surplus of not less than $250,000,000, (d) deposit
accounts maintained with (i) any bank that satisfies the criteria described in clause (c) above,
or (ii) any other bank organized under the laws of the United States or any state thereof so
long as the full amount maintained with any such other bank is insured by the Federal Deposit
Insurance Corporation, and (e) repurchase obligations of any commercial bank satisfying the
requirements of clause (c) of this definition or recognized securities dealer having combined
capital and surplus of not less than $250,000,000, having a term of not more than seven (7)
days, with respect to securities satisfying the criteria in clauses (a) or (c) above.
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“Cash Management Account” means all of the depository and operating accounts of

the Borrowers, including those specified on Schedule 4.15, as it may be hereafter
supplemented and amended, all of which accounts shall be subject to a Control Agreement in
favor of the Collateral Agent.

“CERCLA” means the United States Comprehensive Environmental Response,

Compensation, and Liability Act (42 U.S.C. §§ 9601 et seq.).

“CFC” means a controlled foreign corporation (as that term is defined in Section 957
of the IR Code).

“Change of Control” means (a) an event or series of events by which:

(i) any “person” or “group” (as such terms are used in Section 13(d) and

14 (d) of the Securities Exchange Act of 1934, but excluding any employee benefit
plan of such person or its subsidiaries, and any person or entity acting in its capacity as
trustee, agent or other fiduciary or administrator of any such plan) becomes the

“beneficial owner” (as defined in Rules 13-d and 13d-5 under the Securities Exchange

Act of 1934, except that a person or group shall be deemed to have “beneficial

ownership” of all Equity Interests that such person or group has the right to acquire
(such right, an “option right”), whether such right is exercisable immediately or only
after the passage of time), directly or indirectly, of thirty-five percent (35%) of the
Equity Interests of the Administrative Borrower entitled to vote for members of the
board of directors or equivalent governing body of the Administrative Borrower on a
fully diluted basis (and taking into account all such securities that such person or group
has the right acquire pursuant to any option right); or

(ii) during any period of twelve (12) consecutive months, a majority of the
members of the board of directors or other equivalent governing body of the
Administrative Borrower cease to be composed of individuals (i) who were members
of that board or equivalent governing body on the first day of such period or whose
election or nomination to that board or equivalent governing body was approved by
individuals referred to in this clause (i) constituting at the time of such election or
nomination at least a majority of that board or equivalent governing body or (ii) whose
election or nomination to that board or other equivalent governing body was approved
by individuals referred to in clause (i) above constituting at the time of such election or
nomination at least a majority vote of the board or equivalent governing body
(excluding, in the case of any member of the board of directors other than any member
in office on the Closing Date, any individual whose initial nomination for, or
assumption of office as, a member of that board or equivalent governing body occurs
as a result of an actual or threatened solicitation of proxies or consents for the election
or removal of one or more directors by any person or group other than a solicitation
for the election of one or more directors by or on behalf of the board of directors); and

(b) any “Change in Control” or “Fundamental Change” or analogous event to

similar effect (as such term, or any analogous term to similar effect or use, is defined in the
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ABL DIP Credit Documents or in any agreement governing any Debt that is subordinated or
junior to the Obligations or any similar term or event thereunder) shall occur.

“Chapter 11 Cases” means the Chapter 11 Cases of Borrowers which are being jointly

administered under the Bankruptcy Code and are pending in the Bankruptcy Court.

“Closing Date” means the first date practicable following the entry of the Interim Order
by the Bankruptcy Court expected to be on or prior to January 31, 2013; provided thaton which all
of the conditions precedent to the closing of the transactions contemplated hereby are satisfied
or waived in accordance with Section 3.1 and Section 3.2 and this Agreement shall have
become effective pursuant to the provisions of Section 10.9.

“Closing Fee” has the meaning set forth in Section 2.10(h).

“Code” means the New York Uniform Commercial Code, as in effect from time to time.

“Collateral” means all assets and interests in assets and proceeds and products thereof
now owned or hereafter acquired by any Obligor including, without limitation, all capital stock
and other ownership interests (except that, in the case of voting Equity Interests in a CFC, only
65% of the capital stock of  CFCssuch voting Equity Interests of such CFC would be required to
be pledged if the pledge of a greater percentage would result in material adverse tax
consequences), all promissory notes and the proceeds and products of each of the foregoing
and, and, upon the entry of the Final Order, proceeds of all Avoidance Actions.

 “Collateral Agent” has the meaning set forth in the Preamble to this Agreement.

“Collateral Access Agreement” means a waiver, subordination or acknowledgement

agreement from (a) any lessor of any real property where any Obligor’s books and records
relating to the Collateral are located, or (b) any other Person in possession of, having a Lien
upon, or having rights or interests in, any Obligor’s property or assets (including, without
limitation, books and records, equipment, and Inventory), in each case, in form and substance
reasonably satisfactory to the Administrative Agent (at the direction of the Required Lenders).

“Commitments” means, with respect to each Lender, the amount of the Commitment
set forth opposite such Lender’s name on Schedule 1.1.1 hereof, or below such Lender’s
signature on an Assignment Certificate executed by such Lender, or as the context may
require, the obligation of such Lender to make Loans, as contemplated by this Agreement.

“Commitment Amount” means, as at any time of determination, the aggregate

amount of the Commitments of all Lenders at such time, which amount as of the Closing
Date is $155,000,000.

“Commitment Fees” has the meaning set forth in Section 2.10(j).

“Commitments” means the Term Commitments and Revolving Commitments, or any of them.
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“Committees” means, collectively, the official committee of unsecured creditors and

any other committee formed, appointed or approved in any Chapter 11 Case.

“Commodity Hedging Obligations” means any and all obligations of the Group

Members under (a) any and all agreements, devices or arrangements designed to protect any
Group Member from the fluctuations of commodity prices, commodity price cap or collar
protection agreements, and commodity forward and future contracts, swaps, options, puts and
warrants, and (b) any and all cancellations, buy backs, reversals, terminations or assignments
of any of the foregoing.

“Communications” has the meaning set forth in Section 10.3(b).

“Compliance Certificate” means a certificate in the form of Exhibit A, duly completed
and signed by the chief executive officer or the chief financial officer of the Administrative
Borrower.

“Consigned Goods” has the meaning set forth in Section 5.13.

“Constituent Documents” means, with respect to any Person, collectively and, in each

case, together with any modification of any term thereof, (a) the articles of incorporation,
certificate of incorporation, constitution or certificate of formation of such Person, (b) the
bylaws, operating agreement or joint venture agreement of such Person, (c) any other
constitutive, organizational or governing document of such Person, whether or not equivalent,
and (d) any other document setting forth the manner of election or duties of the directors,
officers or managing members or comparable managers of such Person or the designation,
amount or relative rights, limitations and preferences of any Equity Interests of such Person.

“Consultant” has the meaning set forth in Section 7.2.

“Contingent Obligation” means any obligation of a Person arising from a guaranty,

indemnity or other assurance of payment or performance of any Debt, lease, dividend or other
obligation (“primary obligations”) of another obligor (“primary obligor”) (excluding the

guarantee of operating leases) in any manner, whether directly or indirectly, including any
obligation of such Person under any (a) guaranty, endorsement, co-making or sale with
recourse of an obligation of a primary obligor; (b) obligations of such Person to pay a
specified purchase price for goods or services, whether or not delivered or accepted (i.e., take-
or-pay and similar obligations) or regardless of any other nonperformance by any other party
to an agreement (except trade accounts payable arising in the ordinary course of business that
are not past due by more than sixty (60) days from the due date); and (c) arrangement (i) to
purchase any primary obligation or security therefor, (ii) to supply funds for the purchase or
payment of any primary obligation, (iii) to maintain or assure working capital, equity capital,
net worth solvency or any other financial condition of the primary obligor, (iv) to advance
funds to, or purchase property or services from, any other Person in order to maintain any
financial condition of such Person, or (v) otherwise for the purpose of assuring the ability of
the primary obligor to perform a primary obligation or to assure or hold harmless the holder of
any primary obligation against loss in respect thereof; provided that reimbursement obligations
with respect to Permitted Surety Bonds that have not been drawn shall not constitute
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Contingent Obligations.  The amount of any Contingent Obligation shall be deemed to be the
stated or determinable amount of the primary obligation (or, if less, the maximum amount for
which such Person may be liable under the instrument evidencing the Contingent Obligation)
or, if not stated or determinable, the maximum reasonably anticipated liability with respect
thereto.

“Control” has the meaning set forth in the definition of “Affiliate”.

“Control Agreement” means a control agreement, in form and substance satisfactory

to the Administrative Agent (at the direction of the Required Lenders), executed and delivered
by the applicable Obligor, the Collateral Agent, and the applicable securities intermediary
(with respect to a securities account) or bank (with respect to a deposit account, including a
Cash Management Account).

“Control Person” has the meaning set forth in Section 4.19.

“Controlled Group” means the Administrative Borrower, each of its Subsidiaries and

each other Person which is a member of a “controlled group of corporations” under

“common control,” an “affiliated service group” or required to be aggregated with the
Administrative Borrower under Section 414(b), (c), (m) or (o) of the IR Code or Section
4001(a)(14) of ERISA.

“Copyright Security Agreement” means a Copyright Security Agreement executed and

delivered by an Obligor in favor of the Agent in substantially the form attached to the Security
Agreement.

“Debt” of any Person means, without duplication:

(a) all indebtedness and other obligations of such Person forA.
borrowed money (including the Loans) whether senior or subordinated;

(b) all obligations of such Person evidenced by bonds, debentures,B.
notes, reimbursement agreements, recourse agreements or other similar instruments;

(c) all obligations of such Person to pay the deferred purchase priceC.
of property or services (including, without limitation, accounts payable), except trade
accounts payable arising in the ordinary course of business that are not past due by
more than sixty (60) days from the due date;

(d) all Capitalized Lease Liabilities and Synthetic Lease LiabilitiesD.
and Sale/Leaseback Liabilities of such Person;

(e) all obligations or other liabilities of others secured by a Lien onE.
any asset of such Person, whether or not such obligations or other liabilities are
assumed by such Person;
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(f) all Debt of others guaranteed (or intended to be guaranteed) byF.
such other Person (whether directly or indirectly guaranteed, endorsed, co-made,
discounted or sold with recourse);

(g) any exposure under Hedge Agreements (which amount shall beG.
calculated based on the amount that would be payable by such Person if the applicable
Hedge Agreement were terminated on the date of determination);

(h) reimbursement and other obligations with respect to letters ofH.
credit and other documentary credits, bankers acceptances and/or other financial
products whether drawn or undrawn, contingent or otherwise (other than
reimbursement obligations with respect to Permitted Surety Bonds that have not been
drawn);

(i) indebtedness and other obligations attributable to factoring,I.
securitization or analogous transactions;

(j) all contingent or unfunded liabilities under any ERISA Plan,J.
Pension Plan or other employee benefit plan or pension;

(k) Disqualified Equity Interests of such Person; andK.

(1) all Contingent Obligations of such Person not otherwiseL.
described above.

For purposes of this definition, (i) the amount of any Debt represented by a guaranty or other
similar instrument shall be the lesser of the principal amount of the obligations guaranteed and
still outstanding and the maximum amount for which the guaranteeing Person may be liable
pursuant to the terms of the instrument embodying such Debt, and (ii) the amount of any Debt
which is limited or is non-recourse to a Person or for which recourse is limited to an
identified asset shall be valued at the lesser of (A) if applicable, the limited amount of such
obligations, and (B) if applicable, the fair market value of such assets securing such
obligation.

“Default” means an event that, with giving of notice or passage of time or both,

would constitute an Event of Default.

“Defaulting LenderDefault Rate” has the meaning set forth in Section 2.192.3.

“Default RateDefaulting Lender” has the meaning set forth in Section 2.32.19.

“Delta Business” means the Delta Business Sub-Segments collectively and taken as a

whole.

“Delta Business Sub-Segments” means the collective reference to, and individually

any one of, (i) Delta/FOSS, (ii) Frey Scientific, and (iii) Other Science Products.
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“Delta/FOSS” means the Delta and Refurbishment marketing units that are a sub-

segment of the Delta Business that offers an inquiry-based elementary and middle school
science curriculum, including instructional and classroom resources and hands-on investigation
materials, the Delta Science Module program, the FOSS (Full Option Science System)
program and kit refill materials.

“Disclosure Statement Motion” has the meaning set forth in Schedule 5.18.

“Disposition” means any sale, transfer, lease, licensing, assignment, rental or other

disposition of any asset, interest or property.  “Dispose” has a correlative meaning.

“Disqualified Equity Interests” means any Equity Interest that, by its terms (or by the

terms of any security or other Equity Interests into which it is convertible or for which it is
exchangeable), or upon the happening of any event or condition (a) matures or is mandatorily
redeemable (other than solely for Qualified Equity Interests), pursuant to a sinking fund
obligation or otherwise (except as a result of a change of control or asset sale so long as any
rights of the holders thereof upon the occurrence of a change of control or asset sale event
shall be subject to the prior repayment in full of the Loans and all other Obligations that are
accrued and payable and the termination of the Commitments), (b) is redeemable at the option
of the holder thereof (other than solely for Qualified Equity Interests), in whole or in part, (c)
provides for the scheduled payments of dividends in cash, or (d) is or becomes convertible
into or exchangeable for Debt or any other Equity Interests that would constitute Disqualified
Equity Interests, in each case, prior to the date that is one hundred and eighty (180) days after
the Maturity Date.

“DIP Liens” has the meaning ascribed to it in the Interim Order or the Final Order, as

applicable.

“DIP Order” means the Interim Order or the Final Order, as applicable under the

circumstances.

“Dollars” or “$” means United States dollars.

“Educational Resources Administrator” means the category within the Educational

Resources Segment that offers basic classroom supplies, office products, janitorial and
sanitation supplies, school equipment, technology products and paper.

“Educational Resources Business” means the Educational Resources Business

Segments, collectively and taken as a whole.

“Educational Resources Business Segments” means the collective reference to, and

individually any one of, (i) Educational Resources Educator, (ii) Educational Resources
Administrator, and (iii) Educational Resources Furniture.

“Educational Resources Educator” means the category within the Educational

Resources Segment that offers supplemental learning materials, teaching resources, upper-
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grade-level art supplies, early childhood products, physical education equipment and special
needs equipment and classroom technology.

“Educational Resources Furniture” means the category within the Educational

Resources Segment that offers classroom furniture, library furniture, cafeteria furniture, office
furniture, fixed furniture such as bleachers and lockers, as well as construction and project
management services.

“Eligible Assignee” means any Person to whom it is permitted to assign Loans and, if

applicable, Commitments pursuant to Section 8.12.

“Environmental Laws” means all Requirements of Law and Permits imposing liability

or standards of conduct for or relating to the regulation of Hazardous Substances and/or the
protection of human health, safety, the environment and natural resources, including CERCLA,
the SWDA, the Hazardous Materials Transportation Act (49 U.S.C. §§ 5101 et seq.), the

Federal Insecticide, Fungicide, and Rodenticide Act (7 U.S.C. §§ 136 et seq.), the Toxic

Substances Control Act (15 U.S.C. §§ 2601 et seq.), the Clean Air Act (42 U.S.C. §§ 7401 et

seq.), the Federal Water Pollution Control Act (33 U.S.C. §§ 1251 et seq.), the Occupational

Safety and Health Act (29 U.S.C. §§ 651 et seq.), the Safe Drinking Water Act (42 U.S.C. §§

300(f) et seq.), the California Safe Drinking Water and Toxic Enforcement Act of 1986,
California Health & Safety Code §§ 25249.5 et seq. (commonly known as “Proposition 65”),

all regulations promulgated under any of the foregoing, all analogous Requirements of Law
and Permits and any environmental transfer of ownership notification or approval statutes,
including the Industrial Site Recovery Act (N.J. Stat. Ann. §§ 13:1K-6 et seq.).

“Environmental Liabilities” means all Liabilities (including costs of Remedial Actions,

natural resource damages and costs and expenses of investigation and feasibility studies) that
may be imposed on, incurred by or asserted against any Group Member as a result of, or
related to, any claim, suit, action, investigation, proceeding or written demand by any Person,
whether based in contract, tort, implied or express warranty, strict liability, criminal or civil
statute or common law or otherwise, arising under any Environmental Law or in connection
with any environmental condition or with any Release and resulting from the ownership, lease,
sublease or other operation or occupation of property by any Group Member, whether on, prior
or after the date hereof.

“Equity Interests” means shares of capital stock, partnership interests, membership

interests in a limited liability company, beneficial interests in a trust or other equity ownership
interests in a Person, and any warrants, options or other rights entitling the holder thereof to
purchase or acquire any such equity interest, but does not include the 2011 Convertible
Subordinated Debentures.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended,
and any rule or regulation thereunder.

“ERISA Event” means (a) the existence of a condition or event with respect to an

ERISA Plan that presents a risk either of the imposition of an excise tax or any other liability
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on any Group Member or of the imposition of a Lien on any portion of the assets of any
Group Member or Controlled Group member; (b) the engagement by a Controlled Group
member in a non-exempt “prohibited transaction” (as defined under Section 406 of ERISA or

Section 4975 of the IR Code) or a breach of a fiduciary duty under ERISA that could
reasonably be expected to result in liability to any Group Member; (c) the application by a
Controlled Group member for a waiver from the minimum funding requirements of Section
412 of the IR Code or Section 302 of ERISA or a Controlled Group member is required to
provide security under Section 401(a)(29) of the IR Code or Section 307 of ERISA or the
failure to meet the minimum funding standards of Section 412 of the IR Code or Section 302
of ERISA with respect to any ERISA Plan, or the failure to make a required installment under
Section 430(j) of the IR Code to any ERISA Plan or any required contribution to any
Multiemployer Plan; (d) the occurrence of a Reportable Event with respect to any Pension
Plan as to which notice is required to be provided to the PBGC; (e) the withdrawal by a Controlled
Group member from a Multiemployer Plan in, or the incurrence of any potential liability by a
Controlled Group member in connection with, a “complete withdrawal” or a “partial

withdrawal” (as such terms are defined in Sections 4203 and 4205 of ERISA, respectively);
(f) the involvement of, or occurrence or existence of any event or condition that results in the
involvement of, a Multiemployer Plan in any reorganization or insolvency under Section 4241
or Section 4245 of ERISA, or that it intends to terminate or has terminated under Section
4041A or Section 4042 of ERISA; (g) the failure, as determined in writing by the Internal
Revenue Service or Treasury Department, of an ERISA Plan (and any related trust) that is
intended to be qualified under Sections 401 and 501 of the IR Code to be so qualified or the
failure, as determined in writing by the Internal Revenue Service or Treasury Department, of
any “cash or deferred arrangement” under any such ERISA Plan to meet the requirements of
Section 401(k) of the IR Code; (h) the taking by the PBGC of any steps to terminate a
Pension Plan (other than steps associated with a standard termination under Title IV of
ERISA) or to appoint a trustee to administer a Pension Plan, or the taking by a Controlled
Group member of any steps to terminate a Pension Plan; (i) the failure by a Controlled Group
member or an ERISA Plan to satisfy any requirement of law applicable to an ERISA Plan if
such failure could reasonably be expected to result in material liability to any Group Member;
(j) the commencement, existence or threatening of a claim, action, suit, audit or investigation
with respect to an ERISA Plan, other than a routine claim for benefits; or (k) any incurrence
by a Controlled Group member of any liability for post-retirement benefits under any Welfare
Plan, other than as required by Applicable Law, including Section 601 of ERISA, et. seq. or
Section 4980B of the IR Code.

“ERISA Plan” means an “employee benefit plan” (within the meaning of Section 3(3)

of ERISA) that is, or within the six years preceding any date of determination has been,
sponsored, maintained or contributed to, or for which there was an obligation to contribute to,
by a Controlled Group member or with respect to which any Controlled Group may have any
liability.

“Escrow Account” means an interest bearing escrow account established pursuant to

the Escrow Agreement and held at the Escrow Agent.
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“Escrow Agent” means a financial institution reasonably satisfactory to the

Administrative Agent (at the direction of the Required Lenders).

“Escrow Agreement” means an escrow agreement among the Escrow Agent, the

Borrowers, Bayside and the Administrative Agent, in form and substance reasonably
satisfactory to the Required Lenders.

“Escrow Release Order” has the meaning set forth in Section 2.8(b).

“Event of Default” has the meaning set forth in Section 7.1.

“Excluded Taxes” means, with respect to the Administrative Agent and any Lender
(the Administrative Agent and any Lender, for purposes of this definition, a “Recipient”), (a)
income or franchise taxesTaxes imposed on (or measured by) its net income (i) by any
Governmental Authority or other authority, or by the jurisdiction under the laws of which such
recipientRecipient is organized or in which its principal office is located or, in the case of a
Lender, in which its applicable lending office is located or (ii) as a result of a present or
former connection between such person and the jurisdiction imposing such Tax (other than
connections solely arising from such person having executed, delivered, become a party to,
performed its obligations under, received payments under, received or perfected security
interest under, engaged in any other transaction pursuant to or enforced any Loan Document,
or sold or assigned any interest in any Loan or Loan Document),  (b) any branch profits
taxesTaxes imposed (i) by any Governmental Authority or any similar taxTax imposed by any
other jurisdiction in which the BorrowerRecipient is located or (ii) as a result of a present or
former connection between such person and the jurisdiction imposing such Tax (other than
connections solely arising from such person having executed, delivered, become a party to,
performed its obligations under, received payments under, received or perfected a security
interest under, engaged in any other transaction pursuant to or enforced any Loan Document,
or sold assigned an interest in any Loan or Loan Document), (c) in the case of a Foreign
Lender, any that is not a “United States person” as defined under Section 7701 of the IR Code,
any United States federal withholding taxTax that is imposed on amounts payable to such
Foreign Lender at the time such Foreign Lender becomes a party to this Agreement (or
designates a new lending office), except to the extent that, pursuant to Section 2.11, amounts
with respect to such Taxes were payable either to such Lender’s assignor immediately before
such Lender became a party hereto or to such Lender immediately before it changed its
lending office, and (d) U.S. backup withholding Tax.

 “Extended Funding Dates” means not more than two dates after the Initial

Borrowing and during the Availability Period on which the Borrowers may borrow Loans
under this Agreement in accordance with clauses (iii) and (iv) of Section 2.1.

“Extended Funding Test Period” has the meaning set forth in Section 3.3(a).

“Extraordinary Receipts” means any cash received after the Closing Date by any

Group Member not in the ordinary course of business (and not consisting of proceeds from the
Disposition of, or any casualty or condemnation with respect to, Inventory, equipment or Real
Property) consisting of (a) proceeds of judgments, proceeds of settlements or other
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consideration of any kind in connection with any cause of action (other than amounts
representing the reimbursement of out-of-pocket costs and expenses incurred after the Closing
Date with respect to third-party claims and other than collections of Accounts in the ordinary
course of business), (b) indemnity payments or purchase price adjustments (other than a
working capital adjustment) received in connection with any purchase agreement (other than
amounts representing the reimbursement of out-of-pocket costs and expenses incurred after the
Closing Date with respect to third-party claims), or (c) tax refunds or rebates (other than
commodity tax and research and development refunds and credits).

“FATCA” means Sections 1471-1474 of the IR Code in effect as of the date hereof

or any amended or successor version and any current or future Treasury regulations issued
thereunder.

“Federal Funds Rate” means at any time an interest rate per annum equal to the

weighted average of the rates for overnight federal funds transactions with members of the
Federal Reserve System arranged by federal funds brokers, as published for such day by the
Federal Reserve Bank of New York, or, if such rate is not so published for any day which is a
Business Day, the average of the quotations for such day for such transactions received by the
Agent from three federal funds brokers of recognized standing selected by it, it being
understood that the Federal Funds Rate for any day which is not a Business Day shall be the
Federal Funds Rate for the next preceding Business Day.

“Fee Letters” means the Agent Fee Letter and the Lender Fee Letter.

“Field Review” has the meaning set forth in Section 5.2(a).

“Final Order” means, collectively, the order of the Bankruptcy Court entered in the

Chapter 11 Cases after a final hearing under Bankruptcy Rule 4001(c)(2) or such other
procedures as approved by the Bankruptcy Court which order shall be satisfactory in form and
substance to Agentthe Required Lenders, in itstheir sole discretion, and which order is in effect
and not stayed, together with all extensions, modifications and amendments thereto, in form
and substance satisfactory to Agent, in its (at the direction of the Required Lenders in their
sole discretion), which, among other matters but not by way of limitation, authorizes the
Borrowers to obtain credit, incur (or guaranty) Debt, and grant Liens under this Agreement
and the other Loan Documents, as the case may be, provides for the super prioritysuper-priority
of Agent’s, Collateral Agent’s and Lenders’ claims and authorizes the use of cash collateral.

“Frey Scientific” means the marketing unit that is a sub-segment of the Delta

Business that offers a line of science supplies and equipment for k-12 classrooms and science
labs, as well as lab design services and furniture.

“Fund” means any Person (other than a natural person) that is (or will be) engaged in

making, purchasing, holding or otherwise investing in commercial loans and similar extensions
of credit in the ordinary course of its business.

“Funding Obligor” has the meaning set forth in Section 9.4.
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“Funds Flow Memorandum” means, with respect to any Revolving Loan proposed to
be borrowed under this Agreement on the Closing Date, a listing of Persons to whom the
proceeds of the Revolving Loan are to be paid, the amounts to be paid to each such Person,
and the account information and wiring instructions for each such Person; such listing to be
agreed in writing between the Administrative Borrower and the Agent (at the direction of the
Required Lenders) prior to the date such Revolving Loan is proposed to be madeClosing Date.

“FX and Currency Option Obligations” means any and all obligations of the Group

Members, whether absolute or contingent and howsoever and whenever created, arising,
evidenced or acquired (including all renewals, extensions and modifications thereof and
substitutions therefor), under any and all agreements, devices or arrangements designed to
protect any Group Member from variations in the comparative value of currencies, including
foreign exchange purchase and future purchase transactions, currency options, currency swaps
and cross currency rate swaps.

“GAAP” means generally accepted accounting principles as in effect in the United

States and applied on a basis consistent with the accounting practices applied in the financial
statements of the Group Members referred to in Section 4.5.

“Governmental Authority” means the government of the United States or any other

nation, or of any political subdivision thereof, whether provincial, state or local, and any
agency, authority, instrumentality, regulatory body, court, commission, board, bureau, central
bank or other entity exercising executive, legislative, judicial, taxing, regulatory or
administrative powers or functions of or pertaining to government, including any supra-
national bodies such as the European Union or the European Central Bank or other
comparable authority or agency, and any arbitration tribunal to which any Obligor is subject.

“Group Members” means the Obligors and each of their respective Subsidiaries.

“Guarantor Obligations” has the meaning set forth in Section 9.3(a).

“Guarantors” means, collectively, all of the Subsidiaries of the Administrative

Borrower as of the date hereof that are not Borrowers, and each additional Subsidiary of the
Administrative Borrower that executes and delivers a Guaranty Supplement in favor of the
Agent and the Secured Parties either at the time of execution of this Agreement or at any time
hereafter pursuant to Section 5.11, but excludes Premier School Agendas, Ltd. so long as it is
a  controlled foreign entity that is not disregarded for Tax purposesCFC.

“Guaranty” means the guaranty by the Guarantors of the Obligations, as set forth in,

and subject to the terms of, Article IX.

“Guaranty Supplement” has the meaning set forth in Section 5.8.

“Hazardous Substance” means any asbestos, urea-formaldehyde, polychlorinated

biphenyls, nuclear fuel or material, chemical waste, radioactive material, explosives, known
carcinogens, petroleum products and by-products and other dangerous, toxic or hazardous
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pollutants, contaminants, chemicals, materials or substances listed or identified in, or regulated
by, any Environmental Laws.

“Health Business” means a segment of the Accelerated Learning Business that offers

physical education and health solutions under the SPARK brand.

“Hedge Agreements” means the collective reference to Rate Hedging Obligations,

Commodity Hedging Obligations, FX and Currency Option Obligations and all other financial
contracts.

“Indemnified Taxes” means Taxes other than Excluded Taxes.

“Indemnitees” has the meaning set forth in Section 10.5.

“Initial Borrowing” has the meaning set forth in Section 2.2(a).

“Insolvency Proceeding” means any case or proceeding commenced by or against a

Person under any state, federal or foreign law for, or any agreement of such Person to, (a) the
entry of an order for relief under the Bankruptcy Code, the Bankruptcy and Insolvency Act
(Canada), the Companies’ Creditors Arrangement Act (Canada), or any other insolvency,
debtor relief or debt adjustment law, including the Canada Business Corporations Act
(Canada) where such statute is used by a person to propose an arrangement; (b) the
appointment of a receiver, trustee, liquidator, administrator, conservator or other custodian for
such Person or any part of its property; or (c) an assignment or trust mortgage for the benefit
of creditors.

“Intellectual Property” means all now existing or hereafter acquired Copyrights,

Patents, and Trademarks (as such terms are defined in the Security Agreement) of the
Obligorsand trade secrets, trade secret rights, know-how, customer lists, processes of
production, ideas, confidential business information, techniques, processes, formulas, and all
other proprietary information.

 “Intellectual Property Security Agreement” means each Copyright Security Agreement,

Patent Security Agreement, and Trademark Security Agreement.

“Intercompany Debt” means Debt owing by a Group Member to one or more other

Group Members.

“Intercompany Subordination and Payment Agreement” means the Intercompany

Subordination and Payment Agreement executed by each Obligor and each Non-Obligor in
favor of the Agent and the Lenders, in the form of Exhibit F hereto, as the same may be
amended, supplemented or restated from time to time.

“Intercreditor Agreement” means the Intercreditor Agreement, dated as of the date
hereofFebruary [__], 2013, executed by Wells Fargo Capital Finance, LLC, in its capacity as
administrative agent and co-collateral agent under the ABL DIP Credit Documents, and the
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Agent, as amended, restated, supplemented or otherwise modified from time to time, including
any modifications of such agreement set forth in the Final Order.

“Interest Period” means each period beginning on the first day, and ending on the

last day, of each fiscal month, provided that the initial Interest Period shall commence on the
Closing Date and end on the last day of the fiscal month in which the Closing Date occursMarch
31, 2013.

“ Interim Weekly Cash Flow Estimate”  means a cash flow forecast for the then current fiscal
week in substantially the same format as the thirteen-week cash flow forecast in the Approved Budget.

“Interim Order” means, collectively, the order of the Bankruptcy Court entered in the

Chapter 11 Cases after an interim hearing (assuming satisfaction of the standards prescribed in
Section 364 of the Bankruptcy Code and Bankruptcy Rule 4001 and other applicable law),
which order is in effect and not stayed, together with all extensions, modifications, and
amendments thereto, in form and substance satisfactory to Agentthe Required Lenders, in
itstheir sole discretion, which, among other matters but not by way of limitation, authorizes,
on an interim basis, Borrowers to execute and perform under the terms of this Agreement and
the other Loan Documents.

“Inventory” means any “inventory,” as such term is defined in the UCC, now owned

or hereafter acquired by any Obligor, wherever located, including inventory, merchandise,
goods and other personal property that are held by or on behalf of any Obligor for sale or
lease (or that are being leased and located within a state of the United States) or are furnished
or are to be furnished under a contract of service, or that constitute raw materials, work in
process, finished goods, returned goods, supplies or materials of any kind, nature or
description used or consumed or to be used or consumed in such Obligor’s business or in the
processing, production, packaging, promotion, delivery or shipping of the same, including all
supplies and embedded software.

“IR Code” means the Internal Revenue Code of 1986, as amended from time to time,

and the regulations promulgated thereunder.

“IRS” means the Internal Revenue Service of the United States.

“LC Obligations” means, as at any time of determination, the sum of (a) the aggregate
undrawn face amount of all issued and outstanding Letters of Credit at such time and (b) the
aggregate amount of all LC Reimbursement Obligations then outstanding.

“LC Reimbursement Obligation” means, for any Letter of Credit, the obligation of the

Obligors or any of them to the issuer thereof, as and when matured, to pay (with proceeds of a
ABL DIP Credit Loan or otherwise) all amounts drawn under such Letter of Credit.

“Lease” means a lease, license, concession, occupancy agreement or other agreement

(written or oral, now or at any time in effect) which grants to any Person a possessory interest
in, or the right to use, all or any part of a parcel of Real Property.
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“Leased Real Property” means any leasehold interest in Real Property of any Obligor

as lessee, sublessee or the like under any Lease.

“Lender” and “Lenders” have the meanings set forth in the Preamble to this

Agreement.

“Lender Fee Letter” means that certain fee letter, dated as of the date hereof, among

the Administrative Borrower and the Lenders.

“Letter of Credit” means each letter of credit issued pursuant to the ABL DIP Credit

Documents.

“Liabilities” means all claims, actions, suits, judgments, damages, losses, liability,

obligations and any related fines, penalties, sanctions, costs, fees, taxes, commissions, charges,
disbursements and expenses, in each case of any kind or nature (including interest accrued
thereon or as a result thereto and fees, charges and disbursements of financial, legal and other
advisors and consultants), whether joint or several, whether or not indirect, contingent,
consequential, actual, punitive, treble or otherwise.

“LIBOR Rate” means a rate per annum equal to the greatest of (a) 1.5% per annum,

(b) solely upon the occurrence and during the continuance of an Event of Default, the Prime
Rate, and (c) the offered rate for deposits in Dollars for a period of three months as
determined by the Administrative Agent from the Reuters Screen LIBOR01 Page as of
approximately 11:00 a.m., New York, New York time, on the first day of each Interest Period,
or if such day is not a Business Day, then on the first Business Day in the applicable fiscal
month in which such Interest Period commences (to be applicable for each day in such Interest
Period), or the rate for such deposits reasonably determined by the Administrative Agent at
such time based on such other published service of general application as shall be selected by
the Agent for such purpose; provided, that if the LIBOR Rate is not determinable in the
foregoing manner, the Administrative Agent (at the direction of the Required Lenders) may
determine the rate based on rates offered to the Administrative Agent for deposits in Dollars
in the interbank eurodollar market at such time for delivery on the first day of the Interest
Period for the number of days comprised therein.  If the Board of Governors of the Federal
Reserve System (or any successor) prescribes a reserve percentage (the “Reserve

Percentage”) for “Eurocurrency liabilities” (as defined in Regulation D of the Federal Reserve
Board, as amended), then the above definition of LIBOR Rate shall be the “Base LIBOR Rate”,

and “LIBOR Rate” shall mean:  Base LIBOR Rate divided by (100% minus LIBOR Reserve
Percentage).  Each determination by the Administrative Agent of the applicable LIBOR Rate
shall be conclusive and binding upon the parties hereto, in the absence of demonstrable error.

“LIBOR Reserve Percentage” means the Reserve Percentage adjusted by the

Administrative Agent for expected changes in such reserve percentage during the applicable
Interest Period.

“Lien” means any security interest, mortgage, pledge, lien, hypothecation, judgment

lien or similar legal process, charge, encumbrance, title retention agreement or analogous
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instrument or device (including, without limitation, the interest of the lessors in connection
with Capitalized Lease Liabilities and the interest of a vendor under any conditional sale or
other title retention agreement).

“Loan Documents” means this Agreement, the Notes, the DIP Order, the Security

Agreement, each Fee Letter, each Collateral Access Agreement, each Control Agreement, each
Mortgage, each Intellectual Property Security Agreement, the Master Intercompany Note, the
Intercompany Subordination and Payment Agreement, the Administrative Agent Fee Agreement,
the Intercreditor Agreement, and all other loan documents now or hereafter given by any
Group Member to the Administrative Agent, the Collateral Agent or theany other Secured
PartiesParty in connection with the foregoing and/or in connection with the obligations of the
Borrowers or the Guarantors under this Agreement.

“Loan Party” means each Borrower and each Guarantor.

“Loans” means the Revolving Loansloans made under this Agreement.

“Master Intercompany Note” means an omnibus promissory note evidencing all

Intercompany Debt and pledged to the Collateral Agent, for the benefit of the Secured Parties,
to secure the Obligations, all in form and substance satisfactory to the Administrative Agent.

“Material Adverse Effect” means, with respect to any event or circumstance, a

material adverse effect on:

(a) the business, financial condition, assets, properties, liabilities,A.
performance, operations or, results of operations, prospects or material agreements of
(i) the Obligors and their subsidiaries taken as a whole, or (ii) the Accelerated Learning
Business taken as a whole except for the filing, commencement and continuation of the
Chapter 11 Cases and the events that customarily result from the filing, commencement
and continuation of the Chapter 11 Cases (including any litigation resulting therefrom);

(b) any material portion of the Collateral, taken as a whole, or anyB.
material portion of the Collateral in or attributable to the Accelerated Learning
Business taken as a whole, or in either case the value or saleability thereof, or the
Agent’s Liens on the Collateral, or the enforceability, perfection or priority (as required
by the Loan Documents) of such Liens;

(c) the ability of any Obligor to perform its obligations under the LoanC.
Documents; or

the perfection or priority of the liens granted pursuant to the LoanD.
Documents, the Interim Order or the Final Order; or

(d) the validity, enforceability or collectability of any Loan Document,E.
the Interim Order or the Final Order, the Obligors’ respective obligations under any
Loan Document, the Interim Order or the Final Order, or the rights and remedies of the
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Administrative Agent, the Lenders and the other Secured Parties under any Loan
Document, the Interim Order or the Final Order.

Without limitation of the foregoing, it shall be a Material Adverse Effect if any Person who
(x) is the CEO or CFO of the Administrative Borrower or the chief executive officer of the
Accelerated Learning Business or the Educational Resources Business (or, in each case, an
officer holding an equivalent title to any of the foregoing) or (y) otherwise exercises any direct
control or influence over the management or management decisions of any Group Member, in
each case, shall (i) be indicted or otherwise formally charged for or convicted of fraud, money
laundering, embezzlement or any other felony, whether in the United States or in any foreign
country or jurisdiction according to the Applicable Laws of such jurisdiction, or (ii) be or
become a Blocked Person.

“Material Contract” means (i) each RevolvingABL DIP Credit Document, (ii) the
agreements listed as items 1 and 2 in Part B of Schedule 4.11, and (iii) any contract or other
arrangement to which any Group Member is a party (other than the Loan Documents) for
which breach, nonperformance, cancellation or failure to renew would be reasonably likely to
have a Material Adverse Effect.

“Maturity Date” means June 30, 2013.

“Maximum ABL DIP Credit Amount” means $175,000,000.

“Maximum Available Net Assets” has the meaning set forth in Section 9.4.

“MD&A ” means a customary Management Discussion and Analysis relating to

financial statements acceptable in scope and form to the Administrative Agent.

“Milestones” has the meaning set forth in Section 5.18.

“Mortgage” means any mortgage on any real properties owned by any of the

Obligors.

“Mortgage Policy” means any insurance policy on any real properties owned by any

of the Obligors.

“Multiemployer Plan” means a Pension Plan that is subject to the requirements of Subtitle E
of Title IV“multiemployer plan” as defined in Section 3(37) or Section 4001(a)(13) of ERISA.

“Net Cash Proceeds” means, with respect to any Disposition by an Obligor of

property or assets, the amount of cash proceeds received (directly or indirectly) from time to
time (whether as initial consideration or through the payment of deferred consideration) by or
on behalf of an Obligor, in connection therewith after deducting therefrom only (a) the amount
of any Debt secured by any Permitted Lien on any asset (other than (i) Debt owing to the
Secured Parties under this Agreement or the other Loan Documents and (ii) Debt assumed by
the purchaser of such asset) which is required to be, and is, and in the case of Debt under the
ABL DIP Credit Documents is permitted by the Intercreditor Agreement to be, repaid in
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connection with such Disposition (in the case of deductions for repayment of Debt under the
ABL DIP Credit Documents, only to the extent of the amount of such proceeds allocated to
ABL Priority Collateral (as defined in, and in accordance with the terms of Section 3.5(c) of,
the Intercreditor Agreement)), (b) reasonable fees, commissions, and expenses related thereto
and required to be paid by an Obligor in connection with such Disposition, and (c) taxes paid
or payable to any taxing authorities by an Obligor in connection with such Disposition, in
each case to the extent, but only to the extent, that the amounts so deducted are, at the time of
receipt of such cash, actually paid or payable to a Person that is not an Affiliate of an Obligor,
and are properly attributable to such transaction.

“Non-Consenting Lender” has the meaning set forth in Section 10.2.

“Non-Controlled Accounts” means any deposit account or securities account of an

Obligor that is not subject to a Control Agreement.

“Non-Obligor” means each Group Member that is not an Obligor.

“Notes” means the Revolving Notes and the Term Notes.

“Note” means a promissory note of the Borrowers payable to a Lender evidencing

the Commitment of such Lender (as such promissory note may be amended, extended or
otherwise modified from time to time) and also means each promissory note accepted by such
Lender from time to time in substitution therefor or in renewal thereof.

“Notice of Borrowing” means a notice by the Administrative Borrower to the

Administrative Agent in the form of Exhibit D, which includes or specifies (A) the date of
such proposed borrowing (which must be a Subsequent  Revolving Funding Date), (B) the amount
of the borrowing (which must be in an amount not to exceed the Availability or a greater amount
agreed to in writing by the Administrative Agent and each Lender in their sole discretion), (C) the
Interim Weekly Cash Flow Estimate for the then current fiscal week after giving effect to the funding
of the requested Revolving Loan borrowing under this Agreement, which, among other things, must
show that there is no ABL DIP Credit Agreement Availability projected to exist as of the end of the
then current fiscal week (as reflected on the line item “Excess ABL Availability After Reserves and
Minimum Liquidity”  on such Interim Weekly Cash Flow Estimate) and the projected amount of the
Unrestricted Cash on hand of the Group Members as of the end of the then current fiscal week (as
reflected on the line item “Unrestricted Cash Balance” on such Interim Weekly Cash Flow Estimate)
shall not exceed $1,000,000 ,Commitment Amount at such time and (DC) a certificate jointly
from the chief financial officer and the chief restructuring officer of the Administrative
Borrower certifying that, to the knowledge of the certifying officers, no Default or Event of
Default has occurred and there is no fact, event or circumstance that could reasonably be
expected to cause a Default or Event of Default.

“Notification” has the meaning set forth in Section 10.3(c).

“Obligations” means, collectively, all obligations and liabilities of the

BorrowersObligors to the Agent, the Lenders and the other Secured Parties under this
Agreement and all other Loan Documents, including without limitation obligations to pay
principal, interest, fees, premiums, expenses and other amounts of whatever nature, Agent
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Expenses, and any such obligations that arise after the filing of a petition by or against any
Obligor under the Bankruptcy Code (or under any other bankruptcy or insolvency laws),
regardless of whether allowed as a claim in the resulting proceeding, even if the obligations do
not accrue because of the automatic stay of Section 362 of the Bankruptcy Code (or under any
other bankruptcy or insolvency laws) or otherwise.

“Obligors” means, collectively, the Borrowers and the Guarantors.

“Other Science Products” means the marketing units that are sub-segments of the

Delta Business that offer grade 6-12 learning systems that integrate textbooks, equipment and
technology under the CPO Science brand, a supplementary science curriculum under the
NEO/SCI and SCIS brands, and a math curriculum, supplementary products and manipulatives
primarily under the ThinkMath brand.

“Other Taxes” has the meaning specified in Section 2.11(b).

“Owned Real Property” means any fee interest of any Obligor in Real Property.

“Participant” means a Person holding a Participation.

“Participation” means a participation in all or a portion of the rights of a Lender,

granted pursuant to and in accordance with Section 8.13.

“Patent Security Agreement” means a Patent Security Agreement executed and

delivered by an Obligor in favor of the Agent in substantially the form attached to the Security
Agreement.

“Payee” has the meaning set forth in Section 2.11.

“PBGC” means the Pension Benefit Guaranty Corporation and any Person succeeding

to any of its principal functions under ERISA.

“Pension Plan” means an ERISA Plan that is a “pension plan” (within the meaning of

Section 3(2) of ERISA).

“Percentage” means, as to any Lender, in reference to Revolving Loans, the amount of
such Lender’s Revolving Commitment divided by the RevolvingTotal Commitment Amount or,
if any such Revolving Commitments have been terminated, the aggregate outstanding principal
amount of such Lender’s Revolving Loans divided by the aggregate outstanding principal
amount of Revolving Loans of all Lenders.

“Permit” means, with respect to any Person, any permit, approval, authorization,

license, registration, certificate, concession, grant, franchise, variance or permission from, and
any other contractual obligations with, any Governmental Authority, in each case whether or
not having the force of law and applicable to or binding upon such Person or any of its
property or to which such Person or any of its property is subject.
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“Permitted Debt” means, provided that the incurrence thereof would not otherwise

give rise to a Default under this Agreement:

(a) Prepetition Indebtedness listed in Part A of Schedule 6.2;F.

(b) Permitted PMM/Capital Lease Debt;G.

(c) Intercompany Debt permitted under Section 6.3, evidenced by theH.
Master Intercompany Note and subject to the Intercompany Subordination and Payment
Agreement, and in the case of Intercompany Debt existing on the Closing Date, listed
in Part B of Schedule 6.2;

(d) the Revolving Loans and other Debt outstanding under thisI.
Agreement;

(e) ABL DIP Credit Obligations outstanding from time to time under theJ.
ABL DIP Credit Agreement, in an aggregate amount not to exceed at any time the
Maximum ABL DIP Credit Amount;

(f) Prepetition Term Loan and other Debt outstanding under the Prepetition Term Loan
Agreement;

[Reserved];K.

(g) [Debt under the Prepetition ABL Credit Documents];L.

(h) endorsement of instruments or other payment items for deposit;M.

(i) Debt consisting of unsecured guarantees arising with respect toN.
customary indemnification obligations to purchasers in connection with dispositions of
business units permitted by Section 6.5;

(j) [Reserved];O.

(k) Debt permitted to be incurred in accordance with the DIP Order;P.

(l) [Reserved];Q.

(m) Debt incurred in the ordinary course of business in respect of creditR.
cards, credit card processing services, debit cards, stored value cards, purchase cards
(including so-called “procurement cards” or “P-cards”), or cash management services;

and

(n) Adequate Protection Obligations.S.

Notwithstanding the foregoing, Commodity Hedging Obligations shall not in any event be
Permitted Debt.
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“Permitted Discretion” means a determination made in the exercise of reasonable

(from the perspective of a secured lender) credit judgment.

“Permitted Liens” means:

(a) Liens in existence on the date of this Agreement and listed inT.
Schedule 6.1;

(b) Liens for taxes or assessments or other governmental charges to theU.
extent not required to be paid by Section 5.4;

(c) materialmen’s, warehousemen’s, merchants’, carriers’, worker’s,V.
repairer’s, or other like Liens arising by operation of law in the ordinary course of
business to the extent the obligations secured thereby are (i) not required to be paid by
Section 5.4 and (ii) in an aggregate amount not to exceed $8,000,000 at any time
outstanding;

(d) pledges or deposits to secure obligations under worker’sW.
compensation laws, unemployment insurance and social security laws, or to secure the
performance of bids, tenders, contracts (other than for the repayment of borrowed
money) or leases, in the ordinary course of business and consistent with past practices,
in an aggregate amount for such bids, tenders, contracts and true leases not to exceed
$500,000 at any time outstanding, or to secure statutory obligations incurred in the
ordinary course of business and consistent with past practices in an aggregate amount
for such statutory obligations not to exceed $500,000 at any time outstanding, or to
secure indemnity or other similar obligations incurred in the ordinary course of
business and consistent with past practices in an amount not to exceed $500,000 at any
time outstanding, provided that the aggregate amount of all Liens permitted under this
clause (d) shall not exceed $1,000,000;

(e) Permitted Real Estate Encumbrances;X.

(f) Liens created under the (i) Loan Documents and (ii)  the PrepetitionY.
Term Loan Documents;

(g) Liens created under the (i) ABL DIP Credit Documents securing theZ.
ABL DIP Credit Obligations and that are subject to the Intercreditor Agreement [and
(ii) Prepetition ABL Credit Documents securing obligations in respect thereof and that
are subject to the Prepetition Intercreditor Agreement];

(h) judgment Liens provided that such judgment Lien has not given riseAA.
to an Event of Default;

(i) the interests of lessors under operating leases and non-exclusiveBB.
licensors under license agreements;
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(j) Liens securing Permitted PMM/Capital Lease Debt so long as (i) suchCC.
Lien attaches only to the asset purchased or acquired in connection with the incurrence
thereof, and the proceeds therefrom, and (ii) such Lien only secures the Debt that was
incurred to acquire the asset purchased or acquired;

(k) non-exclusive licenses of patents, trademarks, copyrights, and otherDD.
intellectual property rights in the ordinary course of business and in existence on the
Petition Date;

(l) rights of setoff or bankers’ liens upon deposits of funds in favor ofEE.
banks or other depository institutions, solely to the extent incurred in connection with
the maintenance of such Deposit Accounts that are subject to Control Agreements in
the ordinary course of business;

(m) [Reserved];FF.

(n) [Reserved];GG.

(o) Liens in favor of customs and revenue authorities arising on or priorHH.
to the Petition Date as a matter of law to secure payment of customs duties not yet
delinquent in connection with the importation of goods; and

(p) Adequate Protection Obligations.II.

“Permitted PMM/Capital Lease Debt” means Capitalized Lease Liabilities and purchase

money Debt with respect to fixed assets (i) outstanding on the Closing Date and set forth on
Schedule 6.2 hereof and described as such on such Schedule and (ii) incurred after the Closing
Date in an aggregate principal amount for all such Capitalized Lease Liabilities and purchase
money Debt not to exceed $500,000 outstanding at any time, provided that such Capitalized
Lease Liabilities and purchase money Debt are entered into in connection with, and at the time
of or no later than 20 days after, the acquisition by the Borrowers of equipment useful and
used in the ordinary course of the Borrowers’ business and the principal amount of such
Capitalized Lease Liabilities and purchase money Debt when incurred does not exceed the
purchase price of the property financed, and no such Capitalized Lease Liabilities and
purchase money Debt shall be refinanced for a principal amount in excess of the principal
amount refinanced.

“Permitted Real Estate Encumbrances” means, in the case of any Real Property, (a)

any “Permitted Encumbrances” (as defined in the Mortgage relating to such Real Property)

approved by the Agent (at the direction of the Required Lenders), (b) Liens on such Real
Property of the nature referred to in clauses (b), (f), (g) and (h) of the definition of Permitted
Liens, and (c) easements (including without limitation reciprocal easement agreements), rights-
of-way, restrictions, municipal, building and zoning ordinances and other similar
encumbrances or other irregularities affecting such Real Property, that do not secure any Debt,
and which were incurred in the ordinary course of business and (i) are described in the title
insurance policy with respect to such Real Property delivered to the Administrative Agent
prior to the date hereof, or (ii) in the opinion of the Administrative Agent, are not substantial
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in amount and do not in any case materially impair the use of such property in the operation
of the business of any Group Member or impair the value of such Real Property.

“Permitted Senior Liens” means Permitted Liens (x) referred to in clauses (a), (b), (c),
(e) and (j) of the definition of Permitted Liens and applicable to the Collateral (other than
Equity Interests constituting Collateral, as to which there shall be no Permitted Senior Liens),
to the extent, but only to the extent, having priority by mandatory provisions of applicable
law, and (y) referred to in clause (g) of the definition of Permitted Liens and applicable only
to the ABL DIP Credit Priority Collateral.

“Permitted Surety Bonds” means unsecured guarantees and reimbursement

obligations incurred in the ordinary course of business with respect to surety and appeal
bonds, performance bonds, bid bonds, appeal bonds, completion guarantee and similar
obligations.

“Person” means any individual, corporation, partnership, limited liability company,

joint venture, association, joint-stock company, trust, unincorporated organization or
Governmental Authority.

“Petition Date” means January 28, 2013.

“Planner Business” means the business unit comprised of Premier Agendas, Inc.

(excluding (on a basis consistent with the financial statements delivered by the Administrative
Borrower to the Agent prior to the Closing Date) those operations relating to the Educational
Resources Business in Canada), Premier School Agendas, Ltd. and Select Agendas, Corp.

“Plan” has the meaning set forth in Schedule 5.18.

“Platform” has the meaning set forth in Section 10.3(b).

“Postpetition” means the time period commencing immediately upon the filing of the

Chapter 11 Cases.

“Prepetition” means the time period ending immediately prior to the  filing of the

Chapter 11 Cases.

“Prepetition ABL Agent” means Wells Fargo Capital Finance, LLC, in its capacity as

administrative agent and collateral agent, under the Prepetition ABL Credit Agreement.

“Prepetition ABL Credit Agreement” means the Credit Agreement dated as of

May 22, 2012, among the borrowers and guarantors named therein, the Prepetition ABL Credit
Lenders and Wells Fargo Capital Finance, LLC, as administrative agent and co-collateral
agent, as amended to date.

“Prepetition ABL Credit Documents” means the Prepetition ABL Credit Agreement

and each other Loan Document (as defined therein).
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in the “Prepetition ABL Credit Agreement).

“Prepetition ABL Credit Lenders” means all lenders party to the Prepetition ABL

Credit Agreement.

“Prepetition Agents” means, collectively, the Prepetition ABL Agent and the

Prepetition Term Loan Agent.

“Prepetition Debt Documents” means, collectively, the Prepetition ABL Credit

Documents and the Prepetition Term Loan Documents.

“Prepetition Debt Holders” means, collectively, the Prepetition ABL Credit Lenders and

the Prepetition Term Loan Lenders.

“Prepetition Indebtedness” means all Debt of the Borrowers outstanding on the

Petition Date immediately prior to the filing of the Chapter 11 Cases other than Debt under
the Prepetition ABL Credit Agreement and the Prepetition Term Loan Agreement.

[“Prepetition Intercreditor Agreement” means the Intercreditor Agreement, dated as of

May 22, 2012, executed by Wells Fargo Capital Finance, LLC in its capacity as Prepetition
ABL Agent, and Bayside Finance LLC, in its capacity as Prepetition Term Loan Agent.]

“Prepetition Secured Obligations” means the obligations in respect of the Prepetition

ABL Credit Documents and the Prepetition Term Loan Documents.

“Prepetition Term Lenders” means the lenders party to the Prepetition Term Loan

Agreement.

“Prepetition Term Loan Agent” means Bayside Finance, LLC, as administrative agent

and collateral agent under the Prepetition Term Loan Documents.

“Prepetition Term Loan Agreement” means that certain Credit Agreement, dated as of

May 22, 2012, by and among the borrowers and guarantors named therein, the Prepetition
Term Lenders and the Prepetition Term Loan Agent, as amended prior to datethe Petition
Date.

“Prepetition Term Loan Default Interest” has the meaning set forth in Section 2.8(a).

“Prepetition Term Loan Documents” means the Prepetition Term Loan Agreement

and each other Loan Document (as defined therein).

“Prepetition Term Loan Lenders” means the lenders party to the Prepetition Term

Loan Agreement.

“Prepetition Term Loan Make Whole Payment” has the meaning set forth in Section
2.8(a).
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“Prepetition Term Loan Obligations” has the meaning set forth in Section 2.8(a).

“Prime Rate” means, at any time, a rate per annum equal to the higher of (a) the

rate last quoted by The Wall Street Journal as the “base rate on corporate loans posted by
at least 75% of the nation’s largest banks” in the United States or, if The Wall Street Journal

ceases to quote such rate, the highest per annum interest rate published by the Federal
Reserve Board in Federal Reserve Statistical Release H.15 (519) (Selected Interest Rates) as

the “bank prime loan” rate or, if such rate is no longer quoted therein, any similar rate
quoted therein (as determined by the Administrative Agent) or any similar release by the
Federal Reserve Board (as determined by the Administrative Agent) and (b) the sum of 0.5%
per annum and the Federal Funds Rate.

“Product Development Expense” means, for any period, the capitalized cash

investment on product development for such period.

“Professional Fees Line Items” has the meaning set forth in Section 6.31(d).

“Projections” has the meaning set forth in Section 4.5.

“Protective Advances” has the meaning set forth therefor in Section 2.17(a).

“Purchaser”  means Bayside School Specialty, LLC, a Delaware limited liability company, and
any of its designees, successors or assigns of its obligations under the Asset Purchase Agreement.

“Qualified Equity Interest” means and refers to any Equity Interests issued by School

Specialty (and not by one or more of its Subsidiaries) that is not a Disqualified Equity Interest.

“Rate Hedging Obligations” means any and all obligations of the Group Members

under (a) any and all agreements, devices or arrangements designed to protect any Group
Member from the fluctuations of interest rates, including interest rate exchange agreements,
interest rate cap or collar protection agreements, and interest rate options, puts and warrants,
and (b) any and all cancellations, buy backs, reversals, terminations or assignments of any of
the foregoing.

“Reading Business” means the literacy and intervention division of the Accelerated

Learning Business.

“Real Property” means, collectively, all right, title and interest (including any

leasehold, mineral or other estate) in and to any and all parcels of or interests in real property
owned, leased or operated by any Person, whether by lease, license or other means, together
with, in each case, all easements, hereditaments and appurtenances relating thereto, all
improvements and appurtenant fixtures and equipment, all general intangibles and contract
rights and other property and rights incidental to the ownership, lease or operation thereof.

“Receipts” has the meaning set forth in Section 5.12(b).
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“Reconcilable Inclusion” means, with respect to the Accelerated Learning Business

and the Planner Business, any inclusion within the Accelerated Learning Business or the
Planner Business, respectively, of contracts, rights or other assets that (x) prior to such
inclusion, were included in a different Business Segment, or (y) in the case of contracts, rights
or other assets not previously included in a different Business Segment, are not consistent with
the then-existing other contracts, rights and other assets of the Accelerated Learning Business
or the Planner Business, respectively.

“Registered Pension Plan” means any “registered pension plan”, as defined in

subsection 248(1) of the Income Tax Act (Canada).

“Related Person” means, with respect to any Person, each Affiliate of such Person

and each director, officer, employee, agent, trustee, representative, attorney, accountant and
each insurance, environmental, legal, financial and other advisor and other consultants and
agents of or to such Person or any of its Affiliates, together with, if such Person is the
Administrative Agent, each other Person or individual designated, nominated or otherwise
mandated by or helping the Administrative Agent pursuant to and in accordance with Section
8.17 or any comparable provision of any Loan Document.

“Related Transactions” means, collectively, the execution and delivery of, and

consummation of the transactions contemplated by, all ABL DIP Credit Documents and the
payment of all related fees, costs and expenses.

“Release” means any release, threatened release, spill, emission, leaking, pumping,

pouring, emitting, emptying, escape, injection, deposit, disposal, discharge, dispersal, dumping,
leaching or migration of Hazardous Substance into or through the environment.

“Remaining Obligor” has the meaning set forth in Section 9.4.

“Remedial Action” means all actions required under Environmental Laws to (a) clean

up, remove, treat or in any other way address any Hazardous Substance in the indoor or
outdoor environment, (b) prevent or minimize any Release so that a Hazardous Substance does
not migrate or endanger or threaten to endanger public health or welfare or the indoor or
outdoor environment, or (c) perform pre-remedial studies and investigations and post-remedial
monitoring and care with respect to any Hazardous Substance.

“Report” and “Reports” have the meanings specified in Section 8.20(a).

“Reportable Event” means a reportable event as that term is defined in Title IV of

ERISA, and not as to which the PBGC has by regulation waived the requirement of Section
4043(a) of ERISA that it be notified within 30 days of the occurrence of such event, and with
the exception of actions of general applicability by the Secretary of Labor under Section 110
of ERISA.

“Reporting Affiliate” means, with respect to any Person, a Person who is an Affiliate

of such first Person under clauses (a), (b) or (c) of the definition of the term “Affiliate”.
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“Representatives” has the meaning set forth in Section 7.2.

“Required Lenders” means, at any time, the Lenders holding Loans and Commitments
representing more than a majority of all Loans and unfunded Commitments outstanding at such time,
provided that at any time that Bayside and its Affiliates hold in the aggregate at least 25% of the sum
of all Loans and unfunded Commitments outstanding at such time, Required Lenders shall include
Bayside and/or such Affiliates, as applicable.fifty  percent (50.0%) of the outstanding
Commitments and Loans.

“Required Payment” has the meaning set forth in Section 2.10(c).

“Requirements of Law” means, as to any Person, the organizational documents of

such Person and any Applicable Law, or determination of a Governmental Authority having
the force of law (but nevertheless including determinations of a Governmental Authority not
having the force of law if responsible and prudent Persons engaged in a business similar to the
business of the Borrower would observe such determinations), in each case applicable to or
binding upon such Person or any of its business or property or to which such Person or any of
its business or property is subject.

“Reserve Percentage” has the meaning set forth in the definition of “LIBOR Rate”.

“Responsible Officer” means the chief executive officer or chief financial officer of

the Administrative Borrower.

“Restricted Payment” means, in respect of any Obligor or any Subsidiary of any

Obligor, to (a) declare or pay any dividend or make any other payment or distribution, directly
or indirectly, on account of Equity Interests issued by such Obligor or Subsidiary (including
any payment in connection with any merger or consolidation involving such Obligor or
Subsidiary) or to the direct or indirect holders of Equity Interests issued by such Obligor or
Subsidiary in their capacity as such (other than dividends or distributions payable in Equity
Interests of such Obligor or Subsidiary that are not Disqualified Equity Interests), or (b)
purchase, redeem, make any sinking fund or similar payment, or otherwise acquire or retire for
value (including in connection with any merger or consolidation involving such Obligor or
Subsidiary) any Equity Interests issued by such Obligor or Subsidiary, or (c) make any
payment to retire, or to obtain the surrender of, any outstanding warrants, options, or other
rights to acquire Equity Interests of such Obligor or Subsidiary now or hereafter outstanding,
or (d) make any payment or prepayment of principal of, premium, if any, or interest on, or
redemption, purchase, retirement, defeasance (including in-substance or legal defeasance),
sinking fund or similar payment with respect to, any Subordinated Debt.

“Restrictive Agreement” means an agreement (other than a Loan Document) that

conditions or restricts the right of any Group Member to incur or repay borrowed money, to
grant Liens on any assets, to declare or make Restricted Payments, to modify, extend or renew
any agreement evidencing borrowed money, or to repay any Intercompany Debt.

“Return” has the meaning set forth in Section 2.12(b)(i).
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“Revolving Commitments”  means, with respect to each Lender, the amount of the Revolving
Commitment set forth opposite such Lender’s name on Schedule 1.1.1 hereof, or below such Lender’s
signature on an Assignment Certificate executed by such Lender, or as the context may require, the
obligation of such Lender to make Revolving Loans, as contemplated by this Agreement.

“Revolving Commitment Amount”  means the aggregate amount of the Revolving
Commitments of all Lenders at any time, which amount shall be $50,000,000.

 “Revolving Loan” means a Loan made pursuant to 0 utilizing the Revolving Commitments.

“Revolving Note”  means a promissory note of the Borrowers payable to a Lender evidencing
the Revolving Commitment of such Lender (as such promissory note may be amended, extended or
otherwise modified from time to time) and also means each promissory note accepted by such Lender
from time to time in substitution therefor or in renewal thereof.

“Rolling Two Week Test Period” has the meaning set forth in Section 6.31(a).

“Sale Effort” has the meaning set forth in Schedule 5.18.

“Sale/Leaseback Liabilities” means any amount or liability in respect of sale/leaseback

or analogous transactions that is or is required under GAAP to be shown on the consolidated
balance sheet of the Administrative Borrower and its consolidated Subsidiaries.

“Sale MotionOrder” has the meaning set forth in the Asset Purchase AgreementSchedule
5.18.

“Sale Order” has the meaning set forth in the Asset Purchase Agreement.

“School Specialty” has the meaning set forth in the Preamble to this Agreement.

“Secured Parties” means the Lenders, the Administrative Agent, the Collateral Agent,

each other Indemnitee and any other holder of any Obligation of any Obligor.

“Security Agreement” means each Security and Pledge Agreement (or similar

agreement) executed by each Obligor in favor of the Agent and the Lenders, in the form of
Exhibit E hereto duly completed for each Obligor, as the same may be amended,
supplemented or restated from time to time.

“Seeds Divestiture” means the disposition by the Obligors of the Seeds of Science /

Roots of Reading business in January 2012.

“Senior Debt” means Debt of the Group Members that has not been subordinated in

right of payment to the Obligations in a manner in form and substance satisfactory to the
Agent, including the ABL DIP Credit Obligations.

“Single Test Week” has the meaning set forth in Section 6.31(a).
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“Stated Borrowing Base” has the meaning ascribed thereto in the Intercreditor

Agreement (as in effect on the date hereof).

“Stroock” means Stroock & Stroock & Lavan LLP.

“Subordinated Debt” means unsecured Debt of the Obligors that is not Senior Debt,

and that (a) is only guaranteed by the Guarantors, (b) is not subject to scheduled amortization,
redemption, sinking fund or similar payment and does not have a final maturity, in each case,
on or before the date that is six months after the Maturity Date, and (c) does not include any
financial covenants or any covenant or agreement that is more restrictive or onerous on any
Obligor in any material respect than any comparable covenant in this Agreement; and

“Subordinated Debt” shall in any event include (x) the 2011 Convertible Subordinated
Debentures, and (y) any other Debt of an Obligor incurred after the date hereof which by its
terms is expressly subordinated to the Obligations in a manner and to an extent approved by
the Administrative Agent.

“Subsequent Revolver Funding Date”  means the second Business Day of each fiscal week
commencing on the fiscal week immediately following the fiscal week in which the Initial Borrowing
of the Revolving Loan is made.

“Subsidiary” of a Person means any corporation, limited liability company,

partnership or other entity of which more than fifty percent (50%) of the outstanding equity or
membership interests or shares of capital stock having general voting power under ordinary
circumstances to elect a majority of the board of directors (or other governing body) of such
entity, (irrespective of whether or not at the time stock or membership interests of any other
class or classes shall have or might have voting power by reason of the happening of any
contingency) is at the time directly or indirectly owned by such Person, by such Person and
one or more Subsidiaries of such Person, or by one or more other Subsidiaries of such Person.

“Subsidiary Borrowers” has the meaning set forth in the Preamble to this Agreement.

“Survey” means, in respect of a particular parcel of Real Property, an American Land

Title Association form survey, dated no earlier than thirty (30) days prior to the issuance of
the corresponding Mortgage Policy (or such other date as the Agent may approve in its
Permitted Discretion), certified to the Agent and the issuer of the corresponding Mortgage
Policy in a manner satisfactory to the Agent, by a land surveyor duly registered and licensed
in the states in which the property described in such survey is located and acceptable to the
Agent, which survey (i) shall show (x) all buildings and other improvements, (y) the location
of any easements, rights of way, building set-back lines and other dimensional regulations and
(z) such other matters as the Agent shall reasonably request and (ii) be sufficient for the issuer
of the corresponding Mortgage Policy to remove all standard survey exceptions from the
corresponding Mortgage Policy.

“SWDA” means the Solid Waste Disposal Act (42 U.S.C. §§ 6901 et seq.).

“Synthetic Lease Liabilities” means the monetary obligation of a Person under either:

(a) a so-called synthetic, off-balance sheet or tax retention lease; or (b) an agreement for the
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use or possession of property creating obligations that do not appear on the balance sheet of
such Person but which, upon the insolvency or bankruptcy of such Person, would be
characterized as the indebtedness of such Person (without regard to accounting treatment).
The amount of Synthetic Lease Liabilities shall be deemed to be the capitalized amount of the
remaining lease payments under the relevant lease that would appear on a balance sheet of
such Person prepared as of such date in accordance with GAAP if such lease were accounted
for as a capital lease.

“Tax Returns” has the meaning set forth in Section 4.8.

“Taxes” has the meaning set forth in Section 2.11(a).

“Term  and Revolving Loan Priority Collateral” has the meaning set forth in the

Intercreditor Agreement.

“Term and Revolving Loan Priority Collateral Deposit Account” means ana segregated
account maintained with JPMorgan Chase Bank, National Association, andof the Borrowers subject
to a first priority Lien, perfected through control pursuant to a Control Agreement,agreement with a
securities intermediary acceptable to the Administrative Agent, in form and substance
satisfactory to the Administrative Agent, which establishes “control” (as defined in the UCC)

in favor of the Administrative Agent for the benefit of the Secured Parties into which shall be
deposited all Net Cash Proceeds of all Dispositions of all property of the Obligors that is not ABL DIP
Credit Priority CollateralLenders.

“Termination Date” means the earliest to occur of (i) Maturity Date, (ii) the

consummation of a sale of all or substantially all of the assets of the Borrowers under section
363 of the Bankruptcy Code, (iii) unless waived by the Lenders in their sole discretion, the
occurrence of an Event of Default after taking into effect all applicable grace periods, (iv) the
acceptance in writing by any of the Borrowers of any offer or bid for the purchase of, directly
or indirectly, all or substantially all of the assets of any of the Borrowers, or all of the equity
of School Specialty or any Subsidiary thereof, to a buyer that does not provide for the actual
payment in full of the Obligations by no later than the Maturity Date,  or (v) unless waived by
the Lenders in their sole discretion, the date that any of the Borrowers files a motion with the
Bankruptcy Court for authority to proceed with the sale or liquidation of any of the Borrowers’

(or any material portion of the assets or all of the equity of any Borrower) without the consent
of the Lenders except pursuant to a proposed sale of all or substantially all of the Borrowers’

assets, or all of the equity of School Specialty or any Subsidiary thereof, to a buyer that
provides for the actual payment in full of the Obligations by no later than the Maturity Date,
(vi) if the Final Order has not been entered, March 15, 2013, (vii) the effective date of a Plan
or (viii)  unless waived by the Lenders in their sole discretion, if any of the Obligors files a
motion with the Bankruptcy Court for authority to proceed with the sale or liquidation of any
of the Obligors (or any material portion of the assets or all of the equity of any of the
Obligors) or files a plan of reorganization, in each case, without the consent of the Lenders,
except pursuant to a proposed sale of all or substantially all of the Obligors’ assets or all of
the equity of the Administrative Borrower or any Subsidiary thereof or a plan of
reorganization that, in any such case, provides for the actual payment in full  in cash of the
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Obligations by no later than the earlier of the (x) Maturity Date and (y)(a) in the case of a
sale, the date of consummation of such sale and (b) in the case of a plan, the effective date of
such plan.  Upon the Termination Date, the Commitments shall terminate and all Loans and
other Obligations shall be due and payable.

“Test Period” means the Single Test Week and the Rolling Two Week Test Period,

commencing from the Single Test Week ending February 2March 9, 2013.

 “Total Outstanding ABL DIP Credit Amount” means, as of theany date of
determination, the sum of (a) the aggregate principal amount of all outstanding ABL DIP
Credit Loans on such date, plus (b) the amount of theall outstanding LC Obligations on such
date.

“Trademark Security Agreement” means a Trademark Security Agreement executed

and delivered by an Obligor in favor of the Agent in substantially the form attached to the
Security Agreement.

“Treasury” means the United States Treasury.

“UCC” means the Uniform Commercial Code of any applicable jurisdiction and, if  the
applicable jurisdiction shall not have any Uniform Commercial Code, as in effect from time to time
in the State of New York; provided that if by reason of mandatory provisions of law, the
perfection, the effect of perfection or non-perfection or the priority of the security interests of
the Collateral Agent in any Collateral is governed by the Uniform Commercial Code as in
effect in the State ofa jurisdiction other than New York, “UCC” means the Uniform
Commercial Code as in effect in such other jurisdiction for purposes of the provisions hereof
relating to such perfection, effect of perfection or non-perfection or priority.

“Unfinanced Capital Expenditures” means Capital Expenditures that are made from

available cash of the Borrowers and not from the proceeds of Permitted PMM/Capital Lease
Debt (including any Permitted PMM/Capital Lease Debt incurred after the acquisition of the
asset acquired to directly or indirectly finance such acquisition), and are made in respect of
assets that are not subject to any capital lease, and are not pledged to secure any purchase
money Debt (whenever incurred).

“Unrestricted Cash” means, as of any date of determination, the aggregate amount of

cash credited as of such date to all deposit accounts of the Group Members, which cash is
subject to no restriction on its use, transfer or distribution pursuant to any Requirement of Law
or contractual obligation (other than the Loan Documents, the ABL DIP Credit Documents, the
Prepetition Term Loan Documents and the Prepetition ABL Credit Documents).

“Unused Line Fee” has the meaning set forth in Section 2.10(k).

“USA Patriot Act” has the meaning set forth in Section 10.16.

“Variance Report” means a weekly variance report to be provided by Borrowers to

Administrative Agent within three Business Days after the end of each fiscal week and
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publicly filed with the Bankruptcy Court reflecting actual cash receipts and disbursements for
(i) the prior fiscal week, (ii) the period from the beginning of the fiscal month which includes
such fiscal week to the end of such fiscal week, (iii) the applicable Test Period of the
Administrative Borrower, and (iv) the period from the beginning of the fiscal week ending
February 2March 9, 2013 to the end of such Test Period, in each case, reflecting the amount
variance and, in the case of clause (iii), percentage variance of actual receipts and
disbursements (on a line item basis) from those receipts and disbursements reflected in the
most recently delivered thirteen-week cash flow forecast in the Approved Budget for the
corresponding periods (or, in the case of clause (iv) and with respect to past periods that are
not covered in the most recently delivered thirteen-week cash flow forecast in the Approved
Budget, the latest thirteen-week cash flow forecast in the Approved Budget that covers any
such past period), an explanation of the reason for any such variance and compliance or non-
compliance with the requirements set forth in Section 6.31.

“Week 1” has the meaning set forth in Section 6.31.

“Week 2” has the meaning set forth in Section 6.31.

“Welfare Plan” means an ERISA Plan that is a “welfare plan” within the meaning of

Section 3(1) of ERISA.

“Withholding Agent” means any Loan Party and the Administrative Agent.

Payments.  The Administrative Agent may set up standards andSection 1.2.
procedures to determine or redetermine the equivalent in Dollars of any amount expressed in
any currency other than Dollars and otherwise may, but shall not be obligated to, rely on any
determination made by any Obligor or any Lender.  Any such determination or redetermination
by the Administrative Agent shall be conclusive and binding for all purposes, absent manifest
error.  No determination or redetermination by any Secured Party or Obligor and no other
currency conversion shall change or release any obligation of any Obligor or of any Secured
Party (other than the Administrative Agent and its Related Persons) under any Loan
Document, each of which agrees to pay separately for any shortfall remaining after any
conversion and payment of the amount as converted.  The Administrative Agent may round up
or down, and may set up appropriate mechanisms to round up or down, any amount hereunder
to nearest higher or lower amounts and may determine reasonable de minimis payment
thresholds.

ARTICLE II
CREDIT FACILITIES

Revolving CommitmentsLoans.  Subject to the terms and conditions hereinSection 2.1.
set forth, each Lender hereby severally, but not jointly, agrees to make revolving loans in
Dollars (each such loan, a “Revolving Loan”), not to exceed the Revolvingin the aggregate the
Commitment Amount, to the Borrowers as follows: (i) an initial borrowing on the Closing
Date, in the aggregate principal amount of $15,000,000129,000,000 (the “Initial Borrowing”)
and, (ii) additional borrowings on each Subsequent Revolverin an aggregate principal amount not
to exceed $16,000,000 on up to two Additional Funding DateDates during the Availability
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Period in respect of which a Notice of Borrowing has been delivered in an, (iii)  on or after
May 20, 2013, an additional borrowing in an aggregate principal amount not to exceed
$5,000,000 on an Extended Funding Date during the Availability or a greater amount agreed to
in writing by the Administrative Agent or each Lender in their sole discretionPeriod in respect of
which a Notice of Borrowing has been delivered and (iv) on or after May 27, 2013, an
additional borrowing in an aggregate principal amount not to exceed $5,000,000 on an
Extended Funding Date during the Availability Period in respect of which a Notice of
Borrowing has been delivered.  The proceeds of such Revolving Loans shall be deposited into
the Term and Revolving Loan Priority Collateral Deposit Account. The Revolving Loans and
Revolving Loan proceeds shall be allocated to the Borrowers in the manner specified in the
Notice of Borrowing therefor and used to pay (i) certain pre-petition expenses of the Borrowers and
other costs authorized by the Bankruptcy Court in each case acceptable to the Lenders, (ii) Obligations
hereunder and under all other Loan Documents (including, without limitation, interest, fees, expenses
and other amounts of whatever nature and Agent Expenses) and (iii)  post-petition operating expenses
and to fund working capital of the Borrowers and other costs and expenses of administration of the
Chapter 11 Cases (excluding wind-down expenses and payments with respect any management
incentive plan unless agreed to in writing by the Lenders in their sole discretion), in each case subject
to Availability and not to exceed the Revolving Commitment Amountin accordance with Section
2.8.  Notwithstanding the preceding, prior to the entry by the Bankruptcy Court of a Final
Order, the Revolving Commitment Amount shall be limited to the sum of
$25,000,000129,000,000, to the extent authorized by the Interim Order.  The Commitments
shall expire at the end of the Availability Period.  The Commitment Amount shall be
permanently reduced on the Closing Date and each Additional Funding Date and Extended
Funding Date by the aggregate principal amount of Loans made on such dates.  In no event
shall a Loan be made on any Additional Funding Date or Extended Funding Date in an
amount which would exceed the Commitment Amount on such date.  For the avoidance of
doubt, there shall not be more than one borrowing in any fiscal weekLoans repaid cannot be
reborrowed.

Procedures for Revolving Loans.  The Initial Borrowing shall be fundedSection 2.2.
on the Closing Date without further need for the Borrowers to take any action or submit any
notice or request to the Administrative Agent or Lenders.  To request a Revolving Loan to be
funded on any Subsequent RevolverAdditional Funding Date or Extended Funding Date, the
Administrative Borrower shall submit a Notice of Borrowing to the Administrative Agent no
later than 31:00 p.m. New York, New York time, on thefive (5) Business DayDays (which date
may be prior to the entry of the Final Order) prior to the proposed Subsequent
RevolverAdditional Funding Date or Extended Funding Date.  The Notice of Borrowing shall
be effective upon receipt by the Administrative Agent, shall be in writing by facsimile or
electronic transmission (including by PDF).  The requested borrowing shall be in an integral
multiple of $500,000 and not less than $2,000,0005,000,000 in the aggregate for each such
Additional Funding Date or $1,000,000 in the aggregate on each such Extended Funding Date.
Promptly upon receipt of a Notice of Borrowing, the Administrative Agent shall advise each
Lender of the proposed Revolving Loan.  At or before 31:00 p.m., New York, New York time,
on the date specified for the requested Revolving Loan, each Lender shall provide the
Administrative Agent at the principal office of the Administrative Agent in Miami FloridaNew
York, New York with immediately available funds covering such Lender’s Percentage of such
Revolving Loan.  Subject to satisfaction of the conditions precedent set forth in Article III with
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respect to such Revolving Loan, the Administrative Agent shall pay over such funds to the
Administrative Borrower, by effecting a wire transfer to the Term and Revolving Loan Priority
Collateral Deposit Account (or to such other Person and account as may be specified in the Funds
Flow Memorandum), for the account of the applicable Borrower(s) specified in the Notice of
Borrowing, prior to 4:00 p.m., New York, New York time, on the date of the requested
Revolving Loan.

Interest.  The outstanding principal amount of each Loan shall bearSection 2.3.
interest from the date when made to the date repaid (provided that one full day’s interest shall
be payable for any Loan, or portion thereof, that is borrowed and repaid on the same day),
accruing daily at a rate per annum equal to the applicable LIBOR Rate for each day during
each Interest Period during which such Loan is outstanding, plus the Applicable Margin,
adjusted for each applicable Interest Period, payable in arrears on the last day of the applicable
Interest Period; provided, however, that upon the occurrence of an Event of Default (whether
or not the Agent or any Lender shall have received or given notice thereof), the interest on the
Loans from and after the date of the occurrence of such Event of Default shall be the rate per
annum otherwise applicable from time to time to such Loans, plus threetwo percent (3.02.0%)
per annum (adjusting for any change in the applicable LIBOR Rate), payable in arrears on the
last day of each fiscal month and on the last day of the applicable Interest Period and on
demand from time to time (the “Default Rate”).  The outstanding amount of all Obligations
other than outstanding principal of Loans shall bear interest from the date such Obligations are
due and payable, accruing daily at the rate applicable from time to time (calculated daily and
not for any Interest Period) to the Loans (and shall bear interest at the Default Rate upon the
occurrence of an Event of Default).  Interest shall be computed on the basis of the actual
number of days elapsed and a year consisting of 360 days.  Each determination of an interest
rate by the Administrative Agent shall be conclusive and binding on the Borrowers, the other
Obligors and the Lenders in the absence of manifest error.  All payments of interest shall be
made in cash in Dollars in immediately available funds.

Setting and Notice of Rates.  The applicable LIBOR Rate for eachSection 2.4.
Interest Period shall be determined by the Administrative Agent on the Closing Date, for the
initial Interest Period, and on the first Business Day of each subsequent fiscal month, for each
subsequent Interest Period (such rate to apply for each calendar day in such Interest Period),
whereupon notice thereof (which may be by telephone) shall be given by the Administrative
Agent to the Administrative Borrower and each Lender.  Each such determination of the
applicable LIBOR Rate shall be conclusive and binding upon the parties hereto, in the absence
of demonstrable and manifest error.  The Administrative Agent, upon written request of the
Administrative Borrower or any Lender, shall deliver to the Administrative Borrower or such
requesting Lender a statement showing the computations or source used by the Administrative
Agent in determining the applicable LIBOR Rate hereunder.
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Repayment of Loans; Representations; Joint and Several Liability.Section 2.5.

The Borrowers hereby unconditionally promise to pay to the Administrative(a)
Agent for itself and the account of each Lender in cash in Dollars in immediately
available funds the then unpaid amount of each Loan and any other Obligations on the
Maturity Date, or on such prior date as may be required by the terms of this
Agreement (including, without limitation, upon the Termination Date).

For all purposes of calculating whether payments of amounts payable under this(b)
Agreement have been received in a timely fashion on the date required therefor
pursuant to this Agreement, including calculating interest on the applicable Obligations,
funds received by the Administrative Agent from the Borrowers prior to [2:00] p.m.
New York time will be deemed applied to the Obligations then due and payable as
provided herein on the date of receipt by the Administrative Agent, provided that such
funds are immediately available and notice thereof is received from the Administrative
Borrower in accordance with the Administrative Agent’s usual and customary practices
as in effect from time to time and by [3:00] p.m. (New York time) on such date of
receipt, and if not, then such amounts shall be deemed received and applied on the
next succeeding Business Day after receipt of such immediately available funds by the
Administrative Agent.

The Borrowers shall be obligated to repay all Loans made under this Article II(c)
notwithstanding the failure of the Administrative Agent to provide any written request
therefor or written confirmation thereof and notwithstanding the fact that the person
requesting the same was not in fact authorized to do so.  Any request for Revolving
Loans under Section 2.2, whether written, telephonic, telecopy or otherwise, shall be
deemed to be a representation by each Borrower that the borrowing conditions set forth
in Section 3.1 and Section 3.2 have been met and all statements set forth in Section 3.1
and Section 3.2 are correct as of the time of the request.

The Borrowers shall be jointly and severally liable for all amounts due from the(d)
Borrowers to the Administrative Agent, the Lenders and the other Secured Parties
under this Agreement, including, without limitation, all Obligations, regardless of
which Borrower actually receives the Loans or other extensions of credit hereunder or
the amount of such Loans received or the manner in which the Administrative Agent
accounts for such Loans or other extensions of credit on its books and records.  The
Obligations with respect to Loans or other extensions of credit made to a Borrower,
and the Obligations arising as a result of the joint and several liability of a Borrower
hereunder with respect to Loans or other extensions of credit made to the other
Borrowers hereunder, shall be separate and distinct obligations, but all such other
Obligations shall be primary obligations of all Borrowers.  The Obligations arising as a
result of the joint and several liability of a Borrower hereunder with respect to Loans
or other extensions of credit made to the other Borrowers hereunder shall, to the fullest
extent permitted by law, be unconditional irrespective of (a) the validity or
enforceability, avoidance or subordination of the Obligations of the other Borrowers or
of any promissory note or other document evidencing all or any part of the Obligations
of the other Borrowers, (b) the absence of any attempt to collect the Obligations from
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the other Borrowers, any Guarantor or any other security therefor, or the absence of
any other action to enforce the same, (c) the waiver, consent, extension, forbearance or
granting of any indulgence by the Administrative Agent, Lenders or other Secured
Parties with respect to any provisions of any agreement or instrument evidencing or
governing the Obligations of the other Borrowers, or any part thereof, or any other
agreement now or hereafter executed by the other Borrowers and delivered to the
Administrative Agent, (d) the failure by the Administrative Agent, or any of the
Lenders or other Secured Parties, to take any steps to perfect and maintain its security
interest in the Collateral or any part of it, or to preserve its or their rights and maintain
its or their security or collateral for the Obligations of the other Borrowers, (e) the
election of the Administrative Agent, or any of the Lenders or other Secured Parties, in
any proceeding instituted under the Bankruptcy Code, of the application of Section
1111(b)(2) of the Bankruptcy Code, (f) the disallowance of all or any portion of the
claim(s) of the Administrative Agent, or any of the Lenders or other Secured Parties,
for the repayment of the Obligations of the other Borrowers under Section 502 of the
Bankruptcy Code, or (g) any other circumstances which might constitute a legal or
equitable discharge or defense of a Guarantor or of the other Borrowers, other than,
with respect to a particular Lender, the willful misconduct, fraud or gross negligence of
such Lender as determined pursuant to a final, non-appealable order of a court of
competent jurisdiction.  With respect to the Obligations arising as a result of the joint
and several liability of a Borrower hereunder with respect to Revolving Loans or other
extensions of credit made to the other Borrowers hereunder, each Borrower and
Guarantor waives, until the Obligations shall have been paid in full in immediately
available funds and this Agreement shall have been terminated, any right to enforce
any right of subrogation or any remedy which the Agent or any other Secured Party
now has or may hereafter have against the Borrowers or any Guarantor, or any
endorser or any other guarantor of all or any part of the Obligations, and any benefit
of, and any right to participate in, any security or collateral given to the Agent or any
other Secured Party.  Upon any Event of Default and for so long as the same is
continuing, the Agent may proceed directly and at once, without notice, against any
Borrower or Guarantor, or against any one or more of them, to collect and recover the
full amount, or any portion of the Obligations, without first proceeding against the
other Borrowers or Guarantors or any other Person, or against any security or collateral
for the Obligations.  Each Borrower and Guarantor consents and agrees that the Agent
and the Lenders and the other Secured Parties shall be under no obligation to marshal
any assets in favor of the Borrower(s) or Guarantor(s) or against or in payment of any
or all of the Obligations.

Notes.  Upon request by a Lender, such Lender’s Revolving Loan may beSection 2.6.
evidenced by a Revolving Note.  The unpaid principal amount of each Note and all unpaid
accrued interest thereon shall be payable on the Maturity Date, or on such prior date as may
be required by the terms of this Agreement.

Fees.  The Borrowers shall pay to the Administrative Agent, for its ownSection 2.7.
account (or to such other parties as the Administrative Agent may specify in writing), the fees
specified in the Administrative Agent Fee AgreementLetter in the amounts and on the dates
specified therein, including without limitation a non-refundable agent’s fee in the per annum amount
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of $150,000, as further specified in the Administrative Agent Fee Agreement, payable in advance on
the Closing Date and on each annual anniversary thereof, which amount shall be deemed fully
earned when paid, whether or not this Agreement shall continue in effect, or any Loans or the
Commitment shall remain in effect, for the entire year covered thereby.

Use of Proceeds.  The proceeds of all Revolving Loans shall be used by theSection 2.8.
Borrowers and their Subsidiaries solely (a)  Proceeds of the Loans under the this Agreement will
be used only for the following purposes, in each case, in accordance with Section 2.1(a) and
otherwise subject to the terms of Approved Budget:  (i) to provide working capital for the
Obligors during the Chapter 11 Cases in the ordinary course of business and other costs and
expenses of administration of the Chapter 11 Cases, in an aggregate principal amount not to
exceed $60,000,000 less any amounts used to prepay the Bayside DIP Obligations pursuant to
clause (iii)  of this paragraph, (ii) to refinance the outstanding balance of principal, accrued
interest and other fees and charges (the “Prepetition Term Loan Obligations”) due under the
Prepetition Term Loan Agreement in an aggregate principal amount not to exceed $67,000,000
other than amounts thereunder related to the Prepetition Term Loan Make Whole Payment (as
defined below) and Prepetition Term Loan Default Interest (as defined below), (iii)  to
refinance the outstanding balance of principal, accrued interest and other fees and charges (the
“Bayside DIP Obligations”) due under that certain Senior Secured Super Priority Debtor-In-
Possession Credit Agreement, dated as of January 31, 2013, by and among the Obligors, the
Lenders as defined therein and Bayside Finance, LLC (“Bayside”) (as amended pursuant to the
interim order of the Bankruptcy Court dated January 31, 2013 [Docket No. 88] approving the
incurrence of the Bayside DIP Obligations, the “Bayside DIP Credit Agreement”) in an
aggregate principal amount not to exceed $25,000,000, (iv) to fund the Escrow Account which
may be used, if and to the extent set forth in Section 2.8(b) below, for potential payment to
Bayside of the Early Payment Fee (as defined in and calculated under the Prepetition Term
Loan Agreement) (the “Prepetition Term Loan Make Whole Payment”) and interest calculated
at the Default Rate (as defined in the Prepetition Term Loan Agreement) on the aggregate
outstanding principal amount of Term Loan (as defined in the Prepetition Term Loan
Agreement) (the “Prepetition Term Loan Default Interest”) and (v) to pay fees and expenses
related to this Agreement and the other Loan Documents.

(b) The Escrow Agreement shall provide that, within ten (10) Business Days of the
entry of a final, non-appealable order (such order, an “Escrow Release Order”) of the

Bankruptcy Court (a) directing that all or any portion of either the Prepetition Term Loan
Make Whole Payment or Prepetition Term Loan Default Interest is due and payable to
Bayside, such amount set forth in the Escrow Release Order shall be released from the Escrow
Account to Bayside, and/or (b) determining that Bayside is not entitled to all or any portion of
the Prepetition Term Loan Make Whole Payment or Prepetition Term Loan Default Interest,
such amount set forth in the Escrow Release Order shall be released from the Escrow Account
to the Administrative Agent for application to the Obligations in accordance with Section
2.10(f).  To the extent that any settlement is entered into among Bayside and any party
alleging that Bayside is not entitled to payment of the Prepetition Term Loan Make Whole
Payment or Prepetition Term Loan Default Interest, such settlement shall require the
reasonable consent of the Required Lenders to become effective to release funds under the
Escrow Agreement.
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Prepayments; Apportionment and Application.Section 2.9.

Mandatory Prepayments — Agent Election.  The Borrowers shall be required to(a)
prepay the Obligations in accordance with Section 2.9(c) upon the following events in
the amounts stated below, in each case within one (1) Business Day of the receipt
thereof, unless such prepayment is waived in writing by the Administrative Agent with
the consent of the Required Lenders:

upon the receipt by any Group Member of the proceeds of a Carson-(i)
Dellosa Drag-Along Sale or any other voluntary or involuntary Disposition or spin-offs
of property, divisions, business units, or business lines of a Group Member (including
casualty losses or condemnations but excluding sales or dispositions which are
permitted under clause (a) of Section 6.5 and dispositions of Inventory in the ordinary
course of business), in an amount equal to (x) in the case of Net Cash Proceeds
(including condemnation awards and payments in lieu thereof) received in respect of
ABL DIP Credit Priority Collateral by such Group Member in connection with such
Dispositions or spin-offs, 100% of the amount thereof, and (y) in all other cases, in an
amount equal to 100% of the Net Cash Proceeds (including condemnation awards and
payments in lieu thereof) received by such Group Member in connection with such
Dispositions or spin-offs; provided, that, nothing contained in this Section 2.9(a)(i)
shall permit any Group Member to Dispose of any property other than in accordance
with Section 6.5; and

upon the receipt by any Group Member of (1) any net proceeds of(ii)
issuances of Debt for the refinancing of the Obligations, in an amount equal to 100%
of such amounts, (2) net proceeds of issuances of Debt (other than Debt described in
the preceding clause (1), and other Permitted Debt), in an amount equal to 50% of
such amounts, (3) net proceeds of issuances of Equity Interests to any Person other
than an Obligor, in an amount equal to 50% of such amounts, (4) Extraordinary
Receipts attributable to or received in respect of Term and Revolving Loan Priority
Collateral, in an amount equal to 100% of such amounts, (5) Extraordinary Receipts
attributable to or received in respect of ABL DIP Credit Priority Collateral, in an
amount equal to 0% of such amounts that are received prior to Payment in Full of the
ABL Priority Debt (as each such term is defined in the Intercreditor Agreement) and
100% of such amounts that are received thereafter, (6) other Extraordinary Receipts, in
an amount equal to 50% of such amounts, (7) any proceeds of business interruption
insurance, in an amount equal to 50% of such amounts, (8) any proceeds of all other
insurance in respect of loss or destruction of property and of the proceeds of all awards
and other recoveries in respect of condemnation and analogous events in respect of
property, in each case attributable to or received in respect of Term and Revolving Loan
Priority Collateral, in an amount equal to 100% of such amounts, and (9) any proceeds
of all other insurance in respect of loss or destruction of property and of the proceeds
of all awards and other recoveries in respect of condemnation and analogous events in
respect of property, in each case attributable to or received in respect of ABL DIP
Credit Priority Collateral (calculated as determined in Section 5.2 of the Intercreditor
Agreement), in an amount equal to 0% of such amounts that are received prior to
Payment in Full of the ABL Priority Debt (as each such term is defined in the
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Intercreditor Agreement) and 100% of such amounts that are received thereafter (in
each case in clauses (8) and (9) above, subject to exceptions for repairs and
replacements effected within 60 days of receipt of such insurance proceeds or other
award by any Group Member and costing up to $200,000 per casualty event (or such
greater amount as the Administrative Agent may approve, to the extent commercially
reasonable)).); and

if  any Group Member receives any proceeds of or amounts from the(iii)
Escrow Account, upon such receipt by such Group Member, in an amount equal to the
amount so received.

Voluntary Prepayments.  The Borrowers may prepay the outstanding principal(b)
amount of any Loan in whole at any time and/or in part, at par, from time to time,
upon not less than thirty (30) days’, and not more than sixty (60) days’ prior written
notice to the Administrative Agent, which notice shall be irrevocable once given,
provided that (i) the Borrowers will remain liable for any breakage costs that may be
owing pursuant to Section 2.13 after giving effect to such prepayment, and (ii) each
partial prepayment that is not of the entire outstanding amount of Loans shall be in an
aggregate amount that is an integral multiple of $1,000,000.

Prepayments Generally.  The following provisions shall apply to all(c)
prepayments under Section 2.9(a) and (b)), to the extent specified below:

any prepayment of the Revolving Loans under Section 2.9(a) and (b)(i)
shall be applied against the outstanding Revolving Loans of each Lender pro rata
according to each Lender’s Percentage of such Loans with a permanent reduction of the
Revolving Commitment;

at any time that an Application Event has occurred, prepayments under(ii)
Section 2.9(a) shall be applied in accordance with the terms of Section 2.10(f)(ii);

[Reserved];(iii)

[Reserved]; and(iv)

upon receipt by any Obligor of any Net Cash Proceeds, Extraordinary(v)
Receipts, net proceeds of issuances of Debt or Equity Interests, insurance proceeds or
other awards payable in connection with the loss, destruction or condemnation of any
property, or other amounts described in Section 2.9(a) (except clause (a)(i)(x)), the
Administrative Borrower shall immediately deposit such funds, or cause such funds to
be immediately deposited, in the Term and Revolving Loan Priority Collateral Deposit
Account in an amount not less than the maximum amount that would be required to be
applied to prepayment of the Obligations hereunder (assuming none of such proceeds
would be elected to be used for any permitted repairs or replacements); the
Administrative Borrower will cause such funds to be maintained in the Term and
Revolving Loan Priority Collateral Deposit Account until applied to prepayment of the
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Obligations, or to a permitted repair or replacement, in accordance with the terms of
this Section 2.9.

No Violation of Intercreditor Agreement.  Notwithstanding anything else to the(d)
contrary in this Agreement, the Borrowers shall not be permitted to make, and the
Agent and the Lenders shall not be required to receive (and for the avoidance of doubt,
if the Lenders do so receive, such receipt shall be subject to the Intercreditor
Agreement), any voluntary prepayments of the Obligations (for the avoidance of doubt,
including voluntary prepayments pursuant to Section 2.9(b) and also prepayments
specified to be in such amounts as the Administrative Borrower may elect pursuant to
Section 2.9(a)(i)(y)) that would contravene, or result in a breach of, any provision of
the Intercreditor Agreement.

Payments.Section 2.10.

Making of Payments.  All payments and prepayments of principal, interest and(a)
other amounts due hereunder shall be made (unless otherwise expressly stated in this
Agreement) to the Administrative Agent for the account of the Lenders pro rata
according to their respective applicable Percentages.  All payments to the
Administrative Agent shall be made to the Administrative Agent at its office in Miami,
FloridaNew York, New York, not later than [2:00] p.m., New York, New York time,
on the date due, in Dollars in immediately available funds, and funds received after
that hour shall be deemed, for purposes of determining timeliness of payments and for
all purposes of computation of interest, to have been received by the Administrative
Agent on the next following Business Day.  Any payment or prepayment of principal
shall be accompanied by accrued unpaid interest on such amount of principal paid or
prepaid through the date of payment or prepayment, and, if applicable, additional
compensation calculated in accordance with Section 2.13.  The Administrative Agent
shall remit to each Lender in immediately available funds its share of all such
payments received by the Administrative Agent for the account of such Lender on the
Business Day next succeeding the Business Day such payments are received by the
Administrative Agent.  If the Administrative Agent fails to remit any payment to any
Lender when required hereby, the Administrative Agent shall pay interest on demand to
that Lender for each day during the period commencing on the date such remittance
was due until the date such remittance is made at an annual rate equal to the Federal
Funds Rate for such day.  All payments under Section 2.11, 2.12 or 2.13 shall be made
by the Borrowers directly to each Lender entitled thereto.

Effect of Payments.  Each payment by the Borrowers to the Administrative(b)
Agent for the account of any Lender pursuant to Section 2.10(a) shall be deemed to
constitute payment by the Borrowers directly to such Lender, provided, however, that
in the event any such payment by the Borrowers to the Administrative Agent is
required to be returned to the Borrowers for any reason whatsoever, then the
Borrowers’ obligation to such Lender with respect to such payment shall be deemed to
be automatically reinstated.
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Distributions by Agent.  Unless the Administrative Agent shall have been(c)
notified by a Lender or a Borrower prior to the date on which such Lender or Borrower
are scheduled to make payment to the Administrative Agent of (in the case of a
Lender) the proceeds of a Revolving Loan to be made by it hereunder or (in the case of
a Borrower) a payment to the Administrative Agent for the account of one or more of
the Lenders hereunder (such payment by a Lender or Borrower (as the case may be)
being herein called a “Required Payment”), which notice shall be effective upon
receipt, that it does not intend to make the Required Payment to the Administrative
Agent, the Administrative Agent may assume that the Required Payment has been
made and may, in reliance upon such assumption (but shall not be required to), make
the amount thereof available to the intended recipient(s) on such date and, if such
Lender or Borrower (as the case may be) has not in fact made the Required Payment to
the Administrative Agent, the recipient(s) of such payment shall, on demand, repay to
the Administrative Agent the amount so made available together with interest thereon
for each day during the period commencing on the date such amount was so made
available by the Administrative Agent until the date the Administrative Agent recovers
such amount at a rate (i) equal to the Federal Funds Rate for such day, in the case of a
Required Payment owing by a Lender, or (ii) equal to the applicable rate of interest as
provided in this Agreement for the Loans (calculated daily and not in respect of any
Interest Period), in the case of a Required Payment owing by a Borrower.

Setoff.  Each Borrower agrees that each Lender, subject to such Lender’s(d)
sharing obligations set forth in Section 8.6, shall have all rights of setoff and bankers’
lien provided by Applicable Law, and in addition thereto, each Borrower agrees that if
at any time any Obligation is due and owing by such Borrower under this Agreement
or the other Loan Documents to any Lender at a time when an Event of Default has
occurred hereunder, any Lender may apply any and all balances, credits, and deposits,
accounts or moneys of such Borrower then or thereafter in the possession of such
Lender (excluding, however, any trust or escrow accounts held by such Borrower for
the benefit of any third party) to the payment thereof.

Due Date Extension.  If any payment of principal of or interest on any Loan or(e)
any fees payable hereunder falls due on a day that is not a Business Day, then such due
date shall be extended to the next following Business Day, and (in the case of
principal) additional interest shall accrue and be payable for the period of such
extension.

Apportionment and Application of Payments.(f)

So long as no Application Event has occurred, and except as otherwise(i)
expressly specified herein, all principal and interest payments shall be apportioned
ratably among the Lenders (according to the unpaid principal balance of the
Obligations to which such payments relate held by each Lender) and all payments of
fees and expenses (other than fees or expenses that are for the Agent’s separate
account) shall be apportioned ratably among the Lenders to which a particular fee or
expense relates.  All payments to be made hereunder by the Borrowers shall (subject to
the last sentence of Section 2.10(a) hereof) be remitted to the Administrative Agent
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and all (subject to Section 2.10(f)(iii) hereof) such payments, and all proceeds of
Collateral received by the Agent, shall be applied, so long as no Application Event has
occurred, to reduce the balance of the Loans and other Obligations outstanding and,
thereafter, to the Administrative Borrower or such other Person entitled thereto under
Applicable Law.

At any time that an Application Event has occurred, all payments(ii)
remitted to the Administrative Agent and all proceeds of Collateral received by the
Agent shall be applied as follows:

first, to pay any Agent Expenses (including cost or expense(A)
reimbursements) or indemnities then due to the Agent under the Loan
Documents, until paid in full;

second, to pay any fees or premiums then due to the Agent under(B)
the Loan Documents until paid in full;

third, to pay interest due in respect of all Protective Advances,(C)
pro rata, until paid in full;

fourth, to pay the principal of all Protective Advances, pro rata,(D)
until paid in full;

fifth , ratably to pay any fees then due to any of the Lenders(E)
under the Loan Documents until paid in full;

sixth, ratably to pay interest due in respect of the Loans then(F)
outstanding until paid in full;

seventh, ratably to pay the principal of all Loans then outstanding(G)
until paid in full;

eighth, ratably to pay anyall other Obligations; and(H)

ninth, to the Administrative Borrower or such other Person(I)
entitled thereto under Applicable Law.

In each instance, so long as no Application Event has occurred, Section(iii)
2.10(f)(i) shall not apply to any payment made by the Borrowers to the Administrative
Agent and specified by the Administrative Borrower to be for the payment of specific
Obligations then due and payable (or prepayable) under any provision of this
Agreement.

For purposes of Section 2.10(f)(ii), “paid in full” means payment in cash(iv)
in Dollars of all amounts owing under the Loan Documents according to the terms
thereof, including loan fees, service fees, professional fees, interest (and specifically
including interest accrued after the commencement of any Insolvency Proceeding),
default interest, interest on interest and expense reimbursements, whether or not any of
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the foregoing would be or is allowed or disallowed in whole or in part in any
Insolvency Proceeding.

In the event of a direct conflict between the priority provisions of this(v)
Section 2.10(f) and any other provision contained in any other Loan Document, it is
the intention of the parties hereto that such provisions be read together and construed,
to the fullest extent possible, to be in concert with each other.  In the event of any
actual, irreconcilable conflict that cannot be resolved as aforesaid, the terms and
provisions of this Section 2.10(f) shall control and govern.

Administrative Agent Fee.  On the Closing Date the Administrative Borrower(g)
shall pay, or cause to be paid, to the Administrative Agent, as agencythe fees set forth
in the Administrative Agent Fee AgreementLetter.

(h) Closing Fee.  On the Closing Date the Administrative Borrower shall pay, or cause to be
paid, to Bayside Capital, Inc. a fee (the “Closing Fee”) in the aggregate amount of $500,000
pursuant to the Administrative Agent Fee Agreement.  The Closing Fee shall be due and
payable on the Closing Date and not refundable under any circumstances.

(i) [Reserved].(h)

[Reserved].(i)

Commitment Fees.  On the Closing Date, Administrative Borrower shall pay or(j)
cause to be paid to the Lenders commitment fees (the “Commitment Fees”) in the aggregate
amount of $1,000,000Administrative Agent the fees set forth in the Lender Fee Letter.

(k) Unused Line Fee.  From and after the Closing Date, Administrative Borrower shall pay or
cause to be paid to Administrative Agent an unused line fee (the “Unused Line Fee”) equal to
1.00% of the average daily difference between (a) the Revolving Commitments and (b) the
aggregate outstanding Revolving Loans payable monthly in arrears and on the Termination
Date.

Taxes.Section 2.11.

Payments.  All payments made by the  BorrowersLoan Parties to the(a)
Administrative Agent or any other Secured Party (herein any “Payee”) under or in

connection with this Agreement or the Term Notesany Loan Document shall be made
without any setoff or other counterclaim, and shall be free and clear of and without
deduction or withholding for or on account of any present or future Taxes now or
hereafter imposed by any Governmental Authority or other authority, except to the
extent that any such deduction or withholding is compelled by law.  As used herein,
the term “Taxes” shall includemeans all income, excise and other taxes of whatever
nature (other than taxes generally assessed on the overall net income of a Payee by any
Governmental Authority of the country, state or political subdivision in which such Payee is
incorporated or in which the office through which such Payee is acting is located), as well as
all levies, imposts, remittances, duties, charges, or fees of whatever nature.  If  a
Borrower, including any interest, additions to Tax or penalties applicable thereto.  If a
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Withholding Agent is compelled by law to make any deductions or withholdings on
account of any Taxes (including any foreign withholding), such Borrower will::

if  such deducted or withheld Tax is an Indemnified Tax, the applicable(i)
Loan Party shall pay such additional amounts (including, without limitation, any
penalties, interest or expenses) as may be necessary in order that the net amount
received by the Payee after such deductions or withholdings (including any required
deduction or withholding on such additional amounts) shall equal the amount the Payee
would have received had no such deductions or withholdings been made; and

the applicable Withholding Agent shall timely pay to the relevant(ii)
authorities the full amount required to be so withheld or deducted (including with
respect to such additional amounts); and

(x) if the applicable Withholding Agent is a Loan Party, such Loan Party(iii)
shall promptly forward to the Administrative Agent (for prompt delivery to the
appropriate Payee) an official receipt or other documentation satisfactory to the
Administrative Agent evidencing such payment to such authorities. in accordance with
Section 2.11(d), and (y) if the applicable Withholding Agent is the Administrative
Agent, the Administrative Agent shall, within 30 days after the payment of such
withheld or deducted Taxes, promptly forward to the applicable Payee an official
receipt or other documentation satisfactory to the Payee evidencing such payment to
such authorities.

If any Taxes otherwise payable by a BorrowerLoan Party pursuant to the foregoing are
directly asserted against a Payee, such Payee may pay such taxesTaxes and such
BorrowerLoan Party promptly shall reimburse such Payee to the full extent otherwise
required under this Section 2.11.

Other Taxes.  In addition, the BorrowersLoan Parties shall timely pay any(b)
present or future stamp, recording, filing or documentary taxes or any other excise or
property taxes, charges or similar levies that arise from any payment made by the
Borrowersa Loan Party hereunder or under any other Loan Documents or from the
execution, delivery or registration of, performing under, the receipt or perfection of a
security interest under, or otherwise with respect to, this Agreement or the other Loan
Documents (hereinafter referred to as “Other Taxes”).

Indemnification by BorrowersLoan Parties.  The BorrowersLoan Parties shall(c)
indemnify each Lender and the Administrative Agent for and hold it harmless against
the full amount of any Indemnified Taxes and Other Taxes (including, without
limitation, taxes of any kind imposed or asserted by any jurisdiction on amounts
payable under this Section 2.11(c)) imposed on or paid or remitted by such Lender or
the Administrative Agent (as the case may be), or required to be withheld or deducted
from a payment to such Lender or Administrative Agent, and any liability (including
penalties, interest and reasonable expenses) arising therefrom or with respect thereto
exclusive of any transfer taxes that the Purchaser will  pay pursuant to the Asset Purchase
Agreement. This indemnification shall be made within 30 days from the date such
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Lender or the Administrative Agent (as the case may be) makes written demand
therefor with appropriate supporting documentation.

Evidence of Payment.  Within 30 days after the date of any payment of Taxes(d)
by a Loan Party, the appropriate BorrowerLoan Party shall furnish to the Administrative
Agent, at its address referred to in Section 10.3, the original or a certified copy of a
receipt evidencing such payment to the extent such a receipt is issued therefor, or other
written proof of payment thereof that is reasonably satisfactory to the Administrative
Agent. In the case of any payment hereunder or under the Notes or any other
documents to be delivered hereunderunder the Loan Documents by or on behalf of a
BorrowerLoan Party through an account or branch outside the United States or by or on
behalf of a BorrowerLoan Party by a payor that is not a United States person, if such
BorrowerLoan Party determines that no Taxes are payable in respect thereof, such
BorrowerLoan Party shall furnish, or shall cause such payor to furnish, to the
Administrative Agent, at such address, an opinion of counsel reasonably acceptable to
the Administrative Agent stating that such payment is exempt from Taxes. For
purposes of this subsection (d) and subsection (e), the terms “United States” and

“United States person” shall have the meanings specified in Section 7701 of the IR
Code.

Exemption from Withholding.  Any Lender that is entitled to an exemption(e)
from or reduction of withholding Tax under the law of the jurisdiction in which the
Borrower is located, or any treaty to which such jurisdiction is a party, with respect to
payments under this Agreement shall deliver to the Administrative Borrower (with a
copy to the Administrative Agent), to the extent such Lender is legally entitled to do
so, at the time or times prescribed by applicable law, such properly completed and
executed documentation prescribed by applicable law as may reasonably be requested
by the Borrower to permit such payments to be made without such withholding Tax or
at a reduced rate; provided that no Lender shall have any obligation under this
paragraph (e) with respect to any withholding Tax imposed by any jurisdiction other
than the United States if in the reasonable judgment of such Lender such compliance
would subject such Lender to any material unreimbursed cost or expense or would
otherwise be prejudicial to such Lender in any material respect.

FATCA.  If a payment made to a Lender hereunder or under any Loan(f)
Documents would be subject to U.S. federal withholding Tax imposed by FATCA if
such Lender were to fail to comply with the applicable reporting requirements of
FATCA (including those contained in Section 1471(b) or 1472(b) of the IR Code, as
applicable), such Lender shall deliver to the CompanyAdministrative Borrower and the
Administrative Agent at the time or times prescribed by law and at such time or times
reasonably requested by the CompanyAdministrative Borrower or the Administrative
Agent such documentation prescribed by applicable law (including as prescribed by
Section 1471(b)(3)(C)(i) of the IR Code) and such additional documentation reasonably
requested by the CompanyAdministrative Borrower or the Administrative Agent as may
be necessary for the CompanyAdministrative Borrower and the Administrative Agent to
comply with their obligations under FATCA and to determine that such Lender has
complied with such Lender’s obligations under FATCA or to determine the amount to
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deduct and withhold from such payment.  If Solely for the purposes of this subsection

(f), “FATCA” shall include any amendments made to FATCA after the date of this
Agreement.

(f) Without limitation to any provision of Section 2.11(e), if any form or(g)
document referred to in this subsection (f) (other than FATCA documentationSection
2.11(e) requires the disclosure of information, other than information necessary to
compute the taxTax payable and information required on the Closing Date by IRS
Form W-8BEN or W-8ECI or the related certificate described above, that the
applicable Lender reasonably considers to be confidential, the Lender shall give notice
thereof to the CompanyAdministrative Borrower and shall not be obligated to include in
such form or document such confidential information, except (in the sole discretion of
such Lender) directly to a governmental authorityGovernmental Authority or other Person
subject to a reasonable confidentiality agreement. In addition, upon the written request
of the CompanyAdministrative Borrower or the Administrative Agent, each,the
applicable Lender or the AdministratveAdministrative Agent shall provide any other
certification, identification, information, documentation or other reporting requirement
required under Section 2.11(e) if (i) delivery thereof is required by a change in the law,
regulation, administrative practice or any applicable tax treaty as a precondition to
exemption from or a reduction in the rate of deduction or withholding; (ii) the
Administrative Agent or Lender, as the case may be, is legally entitled to make
delivery of such item; and (iii) delivery of such item will not result in material
additional costs unless CompanyAdministrative Borrower shall have agreed in writing
to indemnify Lender or the Administrative Agent for such costs.  Solely for the purposes
of this subsection (f), “FATCA”  shall include any amendments made to FATCA after the date
of this Agreement.

Additional Amounts Payable. Any Lender claiming any additional amounts(h)
payable pursuant to this Section 2.11 agrees to use reasonable efforts (consistent with
its internal policy and legal and regulatory restrictions) to change the jurisdiction of its
Applicable Lending Officeapplicable lending office if the making of such a change would
avoid the need for, or reduce the amount of, any such additional amounts that may
thereafter accrue and would not, in the judgment of such Lender, be otherwise
disadvantageous to such Lender.

(h) Refund of Taxes. If any Lender or the Administrative Agent determines,(in its(i)
sole discretion,) or the Administrative Agent (at the direction of the Required Lenders
in their sole discretion) determines that it has actually and finally received a refund of
any Taxes paid or reimbursed by a BorrowerLoan Party pursuant to subsection (a) or (c)
above in respect of payments under this Agreement or the other Loan Documents, such
Lender or the Administrative Agent, as the case may be, shall pay to the applicable
BorrowerLoan Party, with reasonable promptness following the date on which it
actually receives such refund, an amount equal to such refund, net of all out-of-pocket
expenses in securing such refund; provided, that the CompanyLoan Parties, upon the
request of the Administrative Agent or such Lender, agreesagree to repay the amount
paid (with interest and penalties) over to any BorrowerLoan Party to the Administrative
Agent or such Lender in the event the Administrative Agent or such Lender is required
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to repay such amount to such governmental authorityGovernmental Authority.  This
Section 2.11(hi) shall not be construed to require the Administrative Agent or any
Lender to make available its Tax returns (or any other information relating to its Taxes
which it deems confidential) to the BorrowersLoan Parties or any other person.
Notwithstanding anything to the contrary in this paragraph (i), in no event will  a
Lender or the Administrative Agent, as the case may be, be required to pay any amount
to a Loan Party pursuant to this paragraph (i) if such payment would place the Lender
or the Administrative Agent in a less favorable net after-Tax position than the Lender
or the Administrative Agent would have been in if the Tax subject to indemnification
and giving rise to such refund had not been deducted, withheld or otherwise imposed
and the indemnification payments or additional amounts with respect to such Tax had
never been paid.

(i) Indemnification of Administrative Agent. Each Lender shall severally(j)
indemnify the Administrative Agent, within ten (10) days after demand therefor, for (i)
any Indemnified Taxes or Other Taxes attributable to such Lender (but only to the
extent that any BorrowerLoan Party has not already indemnified the Administrative
Agent for such Indemnified Taxes and Other Taxes and without limiting the obligation
of the BorrowersLoan Parties to do so) and (ii) any taxes excluded from the definition
ofExcluded Taxes attributable to such Lender, in each case, that are payable or paid by
the Administrative Agent in connection with any Loan Document, and any reasonable
expenses arising therefrom or with respect thereto, whether or not such taxesTaxes
were correctly or legally imposed or asserted by the relevant governmental authority. A
certificate as to the amount of such payment or liability delivered to any Lender by the
Administrative Agent shall be conclusive absent manifest error. Each Lender hereby
authorizes the Administrative Agent to set off and apply any and all amounts at any
time owing to such Lender under any Loan Document or otherwise payable by the
Administrative Agent to the Lender from any other source against any amount due to
the Agent under this Section 2.11(ij). For the avoidance of doubt, except as otherwise
provided in Section 2.11(a), Section 2.11(b) and Section 2.11(c), nothing in this
Section 2.11(ij) shall result in any increase in the liability of any BorrowerLoan Party to
any Lender or the Administrative Agent for Taxes or Other Taxes.

Increased Costs; Capital Adequacy; Funding Exceptions.Section 2.12.

Increased Costs on LIBOR Rate.  If Regulation D of the Board of Governors of(a)
the Federal Reserve System or after the date of this Agreement the adoption of any
applicable law, rule or regulation, or any change in any existing law, or any change in
the interpretation or administration thereof by any governmental authority, central bank
or comparable agency charged with the interpretation or administration thereof, or
compliance by a Lender with any request or directive (whether or not having the force
of law) of any such authority, central bank or comparable agency, shall:

subject a Lender to or cause the withdrawal or termination of any(i)
exemption previously granted to a Lender with respect to, any tax, duty or other charge
with respect to its Loans or its obligation to make Loans, or shall change the basis of
taxation of payments to a Lender of the principal of or interest under this Agreement in
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respect of its Loans or its obligation to make Loans (except for changes in the rate of
tax on the overall net income of a Lender imposed by the jurisdictions in which such
Lender’s principal executive office is located or in which such Lender is organized), or

impose, modify or deem applicable any reserve (including, without(ii)
limitation, any reserve imposed by the Board of Governors of the Federal Reserve
System, but excluding any reserve included in the determination of interest rates
pursuant to Section 2.4), special deposit or similar requirement against assets of,
deposits with or for the account of, or credit extended by, a Lender; or

impose on a Lender any other condition affecting its making,(iii)
maintaining or funding of its Loans or its obligation to make Loans;

and the result of any of the foregoing is to increase the cost to an affected Lender of making
or maintaining any Loan, or to reduce the amount of any sum received or receivable by such
Lender under this Agreement or with respect to a Loan, then the affected Lender will notify
the Administrative Borrower and the Administrative Agent of such increased cost and within
fifteen (15) days after demand by such Lender (which demand shall be accompanied by a
statement setting forth the basis of such demand) and the Borrowers shall pay to such Lender
such additional amount or amounts as will compensate the Lender for such increased cost or
such reduction.  Each Lender will notify the Administrative Borrower of any event of which it
has knowledge, occurring after the date hereof, which will entitle such Lender to compensation
pursuant to this Section 2.12.  The obligations of the Borrowers under this Section 2.12(a)
shall survive any termination of this Agreement.

Capital Adequacy.  If a Lender determines at any time that such Lender’s(b)
Return has been reduced as a result of any Capital Adequacy Rule Change, such
Lender may require the Borrowers to pay to such Lender the amount necessary to
restore such Lender’s Return to what it would have been had there been no Capital
Adequacy Rule Change.  For purposes of this Section 2.12(b), the following definitions
shall apply:

“Return”, for any fiscal quarter or shorter period, means the percentage(i)
determined by dividing (A) the sum of interest and ongoing fees earned by a Lender
under this Agreement during such period by (B) the average capital such Lender is
required to maintain during such period as a result of its being a party to this
Agreement, as determined by such Lender based upon its total capital requirements and
a reasonable attribution formula that takes account of the Capital Adequacy Rules then
in effect.  Return may be calculated for a Lender for each fiscal quarter and for the
shorter period between the end of a fiscal quarter and the date of termination in whole
of this Agreement.

“Capital Adequacy Rule” means any law, rule, regulation or guideline(ii)
regarding capital adequacy that applies to a Lender, or the interpretation thereof by any
Governmental Authority.  Capital Adequacy Rules include rules requiring financial
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institutions to maintain total capital in amounts based upon percentages of outstanding
loans, binding loan commitments and letters of credit.

“Capital Adequacy Rule Change” means any change in any Capital(iii)
Adequacy Rule occurring after the date of this Agreement, but does not include any
changes in applicable requirements that at the date hereof are scheduled to take place
under the existing Capital Adequacy Rules or any increases in the capital that a Lender
is required to maintain to the extent that the increases are required due to a regulatory
authority’s assessment of such Lender’s financial condition.

The initial notice sent by a Lender shall be sent after such Lender learns that its Return has
been reduced, shall include a demand for payment of the amount necessary to restore such
Lender’s Return through and including the quarter in which the notice is sent, and shall state
in reasonable detail the cause for the reduction in such Lender’s Return and such Lender’s
calculation of the amount of such reduction.  Thereafter, a Lender may send a new notice
during each fiscal quarter setting forth the calculation of the reduced Return for that quarter
and including a demand for payment of the amount necessary to restore such Lender’s Return
for that quarter.  A Lender’s calculation in any such notice shall be conclusive and binding
absent demonstrable error.

Basis for Determining Interest Rate Inadequate or Unfair.  If with respect to any(c)
Interest Period:

the Administrative Agent determines, or the Required Lenders determine(i)
and advise the Administrative Agent (which determination shall be binding and
conclusive on all parties), that deposits in Dollars (in the applicable amounts) are not
being offered in the London interbank eurodollar market for such Interest Period; or

the Administrative Agent otherwise determines, or the Required Lenders(ii)
determine and advise the Administrative Agent (which determination shall be binding
and conclusive on all parties), that by reason of circumstances affecting the London
interbank eurodollar market adequate and reasonable means do not exist for
ascertaining the applicable LIBOR Rate; or

the Administrative Agent otherwise determines, or the Required Lenders(iii)
determine and advise the Administrative Agent (which determination shall be binding
and conclusive on all parties), that the LIBOR Rate as determined by the
Administrative Agent will not adequately and fairly reflect the cost to the Lenders of
maintaining or funding a Loan for such Interest Period, or that the making or funding
of Loans has become impracticable as a result of an event occurring after the date of
this Agreement which in the opinion of such Lenders materially affects such Loans;

then the Administrative Agent shall promptly notify the affected parties and the
Administrative Borrower shall enter into good faith negotiations with each affected
Lender in order to determine an alternate method to determine the LIBOR Rate for
such Lender.
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Illegality.  In the event that any change in (including the adoption of any new)(d)
Applicable Laws, or any change in the interpretation of Applicable Laws by any
Governmental Authority, including any central bank or comparable agency or any other
regulatory body, charged with the interpretation, implementation or administration
thereof, or compliance by a Lender with any request or directive (whether or not
having the force of law) of any such Governmental Authority, including any central
bank or comparable agency or other regulatory body, should make it unlawful or, in the
good faith judgment of the affected Lender, shall raise a substantial question as to
whether it is unlawful, for such Lender to make, maintain or fund Loans, then (i) the
affected Lender shall promptly notify the Administrative Borrower and the
Administrative Agent, (ii) the obligation of the affected Lender to make Loans shall,
upon the effectiveness of such event, be suspended for the duration of such
unlawfulness, and (iii) the Borrowers shall prepay all applicable Loans of such Lender,
either on the last day of the Interest Period therefor, if such Lender may lawfully
continue to maintain such Loans to such day, or immediately, if such Lender may not
lawfully continue to maintain such Loans.  Upon any such prepayment or conversion,
the Borrowers shall also pay accrued interest on the amount so prepaid.

Procedures to Mitigate.  If circumstances arise in respect of any Lender which(e)
would, or would upon the giving of notice, result in any liability of the Borrowers
under Section 2.11 or this Section 2.12 then, without in any way limiting, reducing or
otherwise qualifying the Borrowers’ obligations under Section 2.11 or this Section
2.12, such Lender shall promptly, upon becoming aware of the same, notify the
Administrative Agent and the Administrative Borrower thereof and shall, in
consultation with the Administrative Agent and the Administrative Borrower and to the
extent that it can do so without, in its reasonable judgment, disadvantaging itself, take
such reasonable steps, at the sole expense of the Borrowers, as may be available to it
to mitigate the effects of such circumstances (including, without limitation, the
designation of an alternate office in accordance with Section 2.11(h) or the transfer of
its Loans to another office).  If and so long as a Lender has been unable to take, or has
not taken, steps reasonably acceptable to the Administrative Borrower and the
Administrative Agent to mitigate the effect of the circumstances in question, such
Lender shall be obliged, at the request of the Administrative Borrower or the
Administrative Agent, to assign all its rights and obligations hereunder to another
Person designated by the Administrative Agent, or the Administrative Borrower with
the approval of the Administrative Agent (which shall not be unreasonably withheld or
delayed), and willing to enter this Agreement in place of such Lender; provided that
such Person satisfies all of the requirements of this Agreement, including, but not
limited to, providing the forms and documents required by Section 8.12 and any such
Person shall cover all costs incurred in connection with effecting such replacement.

Funding Losses.  Each Borrower hereby agrees that upon demand by anySection 2.13.
Lender (which demand shall be accompanied by a statement setting forth the basis for the
calculations of the amount being claimed) such Borrower will indemnify such Lender against
any loss or expense which such Lender may have sustained or incurred (including, without
limitation, any net loss or expense incurred by reason of the liquidation or reemployment of
deposits or other funds acquired by such Lender to fund or maintain Loans) or which such
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Lender may be deemed to have sustained or incurred, as reasonably determined by such
Lender, (i) as a consequence of any failure by the Borrowers to make any payment when due
of any amount due hereunder in connection with any Loans, or (ii) due to any failure of the
Borrowers to borrow on a date specified therefor in a Notice of Borrowing.  For this purpose,
all notices under Section 2.2 shall be deemed to be irrevocable.

Right of Lenders to Fund through Other Offices.  Each Lender, if it soSection 2.14.
elects, may fulfill its agreements hereunder with respect to any Loan by causing a foreign
branch or Affiliate of such Lender to make such Loan; provided, that in such event the
obligation of the Borrowers to repay such Loan shall nevertheless be to such Lender and such
Loan shall be deemed held by such Lender for the account of such branch or Affiliate.

Discretion of Lenders as to Manner of Funding.  Notwithstanding anySection 2.15.
provision of this Agreement to the contrary, each Lender shall be entitled to fund and maintain
all or any part of its Loans in any manner it deems fit, it being understood, however, that for
the purposes of this Agreement (specifically including, without limitation, Section 2.13 hereof)
all determinations hereunder shall be made as if each Lender had actually funded and
maintained each Loan during each Interest Period for such Loan through the purchase of
deposits having a maturity corresponding to such Interest Period and bearing an interest rate
equal to the appropriate LIBOR Rate for such Interest Period.

Conclusiveness of Statements; Survival of Provisions.  DeterminationsSection 2.16.
and statements of a Lender pursuant to Section 2.11, 2.12, or 2.13 shall be conclusive absent
demonstrable error.  Each Lender may use reasonable averaging and attribution methods in
determining compensation pursuant to such Sections 2.11, 2.12, or 2.13 and the provisions of
Sections 2.11, 2.12, and 2.13 and the obligations of the Borrowers thereunder shall survive
termination of this Agreement.

Protective Advances.Section 2.17.

The Administrative Agent hereby is authorized by each Borrower and the(a)
Lenders (but is not obligated to), from time to time in the Administrative Agent’s sole
discretionat the direction of the Required Lenders, (i) after the occurrence of a Default
or an Event of Default, or (ii) at any time that any of the other applicable conditions
precedent set forth in Article III  are not satisfied, to make advances to the Borrowers
on behalf of the Lenders that the Administrative Agent, in itsRequired Lenders, in their
Permitted Discretion, deemsdeem necessary or desirable (A) to preserve or protect the
Collateral, or any portion thereof, (B) to enhance the likelihood of repayment of the
Obligations, or (C) to pay any other amount chargeable to the Borrowers pursuant to
the terms of this Agreement, including Agent Expenses (any of the advances described
in this Section 2.17(a) shall be referred to as “Protective Advances”), which Protective
Advances shall bear interest at all times at the same rate as would be applicable during
the continuation of an Event of Default to the Loans, whether or not an Event of
Default then exists.

All payments on the Protective Advances shall be payable to the Administrative(b)
Agent solely for its own accountfor the ratable benefit of the Lenders.  The principal of
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and accrued unpaid interest on the Protective Advances shall be payable on demand
from time to time, and shall be secured by the Agent’s Liens, not be subject to the pro
rata payment provisions of this Agreement, and constitute Obligations hereunder.  The
provisions of this Section 2.17 are for the exclusive benefit of the Administrative
Agent and the Lenders, and are not intended to benefit the Obligors in any way, and in
no event shall a Borrower or any other Obligor be deemed a beneficiary of this Section
nor authorized to enforce any of its terms.

Maximum Interest.  Notwithstanding anything to the contrary containedSection 2.18.
in any Loan Document, the interest paid or agreed to be paid under the Loan Documents shall
not exceed the maximum rate of non-usurious interest permitted by Applicable Law (the
“maximum rate”).  If any Secured Party shall receive interest hereunder in an amount that
exceeds the maximum rate, the excess interest shall be applied to the principal of the
Obligations or, if it exceeds such unpaid principal, refunded to the Administrative Borrower.
In determining whether the interest contracted for, charged or received by a Secured Party
exceeds the maximum rate, such Person may, to the extent permitted by Applicable Law, (a)
characterize any payment that is not principal as an expense, fee or premium rather than
interest; (b) exclude voluntary prepayments and the effects thereof; and (c) amortize, prorate,
allocate and spread in equal or unequal parts the total amount of interest throughout the
contemplated term of the Obligations hereunder.

Defaulting Lenders.  The failure of any Lender to fund a Loan or toSection 2.19.
otherwise perform its obligations hereunder (any Lender who fails to fund a Loan or to
otherwise perform its obligations hereunder, a “Defaulting Lender”) shall not relieve any other
Lender of its obligations, and no Lender shall be responsible for default by another Lender.
The Lenders and the Administrative Agent agree (which agreement is solely among them, and
not for the benefit of or enforceable by any Borrower or other Group Member) that, solely for
purposes of determining a Defaulting Lender’s right to vote on matters relating to the Loan
Documents and to share in payments, fees and Collateral proceeds thereunder, a Defaulting
Lender shall not be deemed to be a “Lender” until all its defaulted obligations have been
cured.

ARTICLE III
CONDITIONS OF LENDING

Conditions Precedent to the Closing Date.  The obligation of eachSection 3.1.
Lender to make Loans on the Closing Date hereunder is subject to the satisfaction or due
waiver of each of the following conditions precedent, on or before February 27, 2013, in each
case in form and substance satisfactory to the Administrative Agent (at the direction of the
Required Lenders):

Certain Documents.  The Administrative Agent shall have received on or prior(a)
to the Closing Date each of the following, each (in the case of clauses (i) through (iii),
and (v) through (ix)) dated the Closing Date unless otherwise agreed by the
Administrative Agent, in form and substance reasonably satisfactory to the
Administrative Agent, the Lenders and their counsel:
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This Agreement, the Notes (if requested by any Lender) and each of the(i)
other Loan Documents (other than the Collateral Access Agreements, the Control
Agreements and any Mortgages), including, without limitation, the Security Agreement,
the Intellectual Property Security Agreements, the Intercompany Subordination and
Payment Agreement,  in each case fully executed and delivered by all parties thereto;

Copies of all ABL DIP Credit Documents, including copies of all(ii)
executed counterparts thereof where applicable;

A certificate or certificates of the Secretary or an Assistant Secretary of(iii)
each Obligor, attesting to and attaching (i) a complete and correct copy of the corporate
resolution of such Person authorizing the execution, delivery and performance of each
Loan Document to which such Person is a party, certified as of the Closing Date as
being in full force and effect without modification, amendment or revocation, (ii) the
names, titles and signatures of the officers of such Person authorized to execute and
deliver Loan Documents, (iii) a complete and correct copy of each Constituent
Document of such Person (as in effect on the Closing Date) that is on file with any
Governmental Authority in the jurisdiction, of organization of such Person, certified as
of a recent date by such Governmental Authority, together with, if applicable,
certificates attesting to the good standing of such Person in such jurisdiction and (iv) a
complete and correct copy of each other Constituent Document of such Person (as in
effect on the Closing Date);

[Reserved];(iv)

A certificate of a Responsible Officer to the effect that each condition(v)
set forth in this Section 3.1 and Section 3.2 has been satisfied;

The executed and favorable legal opinions of independent counsel for(vi)
the Obligors addressing such matters as the Administrative Agent or the Lenders may
reasonably request;

Evidence of general liability insurance, property, casualty and business(vii)
interruption insurance, product liability insurance, directors’ and officers’ liability
insurance, fiduciary liability insurance, and employment practices liability insurance, as
well as insurance against larceny, embezzlement, and criminal misappropriation, in
each case with respect to the insurance coverage required by Section 5.6, together with
additional insured / lender’s loss payee endorsements in favor of the Collateral Agent; and

Copies of each of the Material Contracts, in form and substance(viii)
satisfactory to the Administrative Agent in its sole discretionLenders; and

(ix) Updates or modifications to the projected financial statements of the Borrowers
and other Obligors previously received by the Administrative Agent, in each case in form and
substance reasonably satisfactory to the Administrative Agent;

The absence (i) since December 29, 2012, of any event or circumstance,(b)
including any event or circumstance generally affecting the industry or industries in
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which the Obligors operate, that could reasonably be expected to have a Material
Adverse Effect, other than matters described in the Administrative Borrower’s annual
report on form 10K for the period ended April 30, 2012, or quarterly reports on form
10Q for the periods ending July 28, 2012 and October 27, 2012, which have been
previously delivered to the Administrative Agent, and (ii) of any material pending or
threatened action, suit, investigation, litigation, proceeding, bankruptcy or insolvency,
injunction, order or claims in any court or  before any arbitrator or governmental
instrumentality with respect to any Group Member, except as specified on Schedule
4.6., that (i) could reasonably be expected to result in a Material Adverse Effect, or
except as disclosed, if adversely determined, could reasonably be expected to result in
a Material Adverse Effect or (ii) restrains, prevents or imposes or can reasonably be
expected to impose materially adverse conditions upon this Agreement, the Collateral
or the transactions contemplated thereby.

The absence, as of the Closing Date and after giving effect to all of the(c)
transactions contemplated hereby, including, without limitation, the payment of all
Closing Date fees and expenses, of any Default or Event of Default under this
Agreement or any default or violation (howsoever defined) under any other Material
Contract of any Group Member (except for the filing, commencement and continuation
of the Chapter 11 Cases and the events that customarily result from the filing,
commencement and continuation of the Chapter 11 Cases (including any litigation
resulting therefrom)).

The Administrative AgentLenders shall be satisfied that, subject only to the(d)
funding of any Revolving Loans hereunder, (i) the proceeds of the Revolving Loans are
being applied in accordance with the provisions of Section 2.8, and (ii) all Related
Transactions shall have been consummated or shall be consummated simultaneously
with the closing of the transactions contemplated hereunder.

The Administrative AgentLenders shall be satisfied with the corporate structure,(e)
ultimate ownership and management of the Obligors (it being agreed that the current
structure corporate structure and ultimate ownership as disclosed by the Administrative
Borrower and its Affiliates to the Administrative Agent on or prior to January 28, 2013to the
Bankruptcy Court in the Chapter 11 Cases on the Petition Date, is acceptable) and the
management of the Obligors (it being agreed that the current management of the
Obligors as disclosed by the Administrative Borrower and its Affiliates to the Administrative
Agent on or prior to January 28, 2013to the Bankruptcy Court in the Chapter 11 Cases on
the Petition Date, is acceptable).

Appropriate UCC financing statements, Intellectual Property records and other(f)
filings shall have been duly filed (or, in the case of Intellectual Property records, shall
have been prepared for filing in form and substance satisfactory to the Administrative
AgentLenders and executed and delivered to the Administrative Agent) in such office
or offices as may be necessary or, in the opinion of the Administrative Agent, desirable
to perfect the Collateral Agent’s first priority Liens in and to the Term and Revolving
Loan Priority Collateral and second priority Liens in and to the ABL DIP Credit
Priority Collateral, and the Administrative Agent shall have received searches reflecting
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the filing of all such financing statements, records and filings (except for such
Intellectual Property records as have been prepared and delivered to the Administrative
Agent but not filed) and the absence of any Liens other than Permitted Liens and Liens
for which the Administrative Agent has received releases, terminations, and such other
documents as the Administrative AgentLenders may, in itstheir sole discretion, request to
evidence and effectuate the termination and release of such Liens and the termination
of the financing arrangements that any Borrower or any other Obligor may currently
have in place giving rise to such Liens.  The Collateral Agent, for the benefit of itself
and the Secured Parties, shall hold perfected and first priority Liens in and to the Term
and Revolving Loan Priority Collateral and perfected second priority Liens in and to the
ABL DIP Credit Priority Collateral, including (i) all personal property other than titled
vehicles with an aggregate fair market value not to exceed $200,000, and (ii) all fee
owned Real Property owned by the Obligors, and the Administrative Agent shall have
received such evidence of the foregoing as it requires.

Payment by the Borrowers, on or prior to the Closing Date, of all fees and(g)
expenses owing and payable to the Agent, the Lenders and their respective Affiliates as
of the Closing Date (including the Closing Fee) and, without duplication, all fees,
expenses and other amounts payable set forth herein and costs and expenses incurred
by the Agent, the Lenders, the Borrowers and/or their respective Affiliates in
connection with the transactions contemplated hereby.

(h) [Reserved].

Payment in cash by the Borrowers, to the extent invoiced to the Borrowers, of(h)
all fees, costs, disbursements and expenses of (i) the Administrative Agent (including
fees, costs, disbursements and expenses of its counsel, Stroock, and their local counsel)
and (ii) the Lenders (including fees, costs, disbursements and expenses of (a) their
outside counsel, Stroock, and their local counsel, (b) a financial advisor to the Lenders,
if any, and (c) any other professional advisors retained by the Lenders or their counsel).

Each Obligor shall have received all consents and authorizations required(i)
pursuant to any Material Contract with any other Person and shall have obtained all
Permits of, and effected all notices to and filings with, any Governmental Authority, in
each case, without the imposition of any conditions that are not acceptable to the
Administrative Agent and the Required Lenders, and as may be necessary (i) in
connection with continued operation of the business conducted by each Obligor in
substantially the same manner as conducted prior to the Closing Date, or (ii) in
connection with the consummation of the transactions contemplated in any Loan
Document or RevolvingABL DIP Credit Document (including the Related
Transactions).  Each such consent, authorization and Permit shall be in full force and
effect.  All applicable waiting periods shall have expired without any action being
taken or threatened by any competent authority or other applicable Person that would
restrain, prevent or otherwise impose adverse conditions on the transactions
contemplated by the Loan Documents or the ABL DIP Credit Documents or the
Related Transactions.  No action, request for stay, petition for review or rehearing,
reconsideration, or appeal with respect to any of the foregoing shall be pending, and
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the time for any applicable Governmental Authority or other Person to take action to
set aside its consent on its own motion shall have expired.

The materials furnished to the Administrative Agent by the Obligors prior to(j)
and on the Closing Date, taken as a whole, shall have contained no misstatement of
material fact and shall have omitted no material fact required to be stated in order to
make the statements therein contained not misleading in light of the circumstances
under which made.  The Administrative Agent shall be reasonably satisfied that any
financial statements and other financial information delivered to it by the Obligors
fairly present the business and financial condition of the Obligors.

The Administrative Agent shall have received all documentation and other(k)
information required by bank regulatory authorities under applicable “know-your-
customer” and anti-money laundering rules and regulations, including the USA Patriot
Act.

An Acceptable Cash Management System shall have been entered into, and the(l)
Cash Management Accounts shall have been established, and all documentation
relating to the foregoing shall have been executed and delivered to the Administrative
Agent by all parties thereto.

(m) [Reserved]

(n) The Borrowers and the Administrative AgentLenders shall have agreed upon(m)
an Approved Budget, and the Administrative Agent and the Lenders shall have
received all items constituting the Approved Budget.

(o) The Borrowers shall have confirmed that the Prepetition Indebtedness (other(n)
than Intercompany Debt listed on Schedule 6.2 hereto) is not greater than $200,000,000
and that the aggregate outstanding principal amount under the Prepetition Term Loan
Agreement is not less than $92,054,001.06$67,000,000.

(p) The Prepetition ABL Credit Lenders will have entered into ABL DIP Credit(o)
Documents acceptable to the Administrative Agent to provide the Borrowers with DIP
financing that when combined with the obligations in respect of the Prepetition ABL
Credit Documents will not exceed $175,000,000.

(q) The Chapter 11 Cases shall have been commenced and all of the “first day orders” and all
related pleadings to be entered at the time of commencement of the Chapter 11 Cases or
shortly thereafter shall have been provided in advance to the Administrative Agent and shall be
satisfactory in form and substance to the Administrative Agent in its sole discretion.

[Reserved.](p)

All  motions and other documents to be filed with and submitted to the(q)
Bankruptcy Court related to this Agreement and the approval thereof shall be in form
and substance satisfactory to the Lenders.
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There shall not exist any law, regulation, ruling, judgment, order, injunction or(r)
other restraint that, in the judgment of the Administrative Agent at the direction of the
Required Lenders, prohibits, restricts or imposes a materially adverse condition on the
Borrowers or the Guarantors, this Agreement or the exercise by the Administrative
Agent at the direction of the Lenders of its rights as a secured party with respect to the
Collateral.

The Bankruptcy Court shall have entered an Interim Order not later than on the(s)
first Business Day after the date on which the motion to approve the Interim Order is
heard, in form and substance satisfactory to the Administrative Agent and the Required
Lenders, which Interim Order shall include, without limitation, copies of this
Agreement and the Approved Budget as exhibits thereto, entered on notice to such
parties as may be satisfactory to the Administrative Agent and the Lenders, (i)
authorizing and approving this Agreement and the Transactions contemplated hereby,
including, without limitation, the granting of the superpriority status, security interests
and priming liens, and the payment of all fees, referred to herein; (ii) lifting or
modifying the automatic stay to permit the Obligors to perform their obligations and
the Lenders to exercise their rights and remedies with respect to the Facility; (iii)
authorizing the use of cash collateral and providing for adequate protection to the
extent agreed by the Lenders; and (iv) reflecting such other terms and conditions that
are satisfactory to the Administrative Agent and the Lenders in their sole discretion;
which Interim Order shall be in full  force and effect, shall not have been reversed,
vacated or stayed and shall not have been amended, supplemented or otherwise
modified without the prior written consent of the Administrative Agent and the
Required Lenders.

The Escrow Account shall be established under the Escrow Agreement.(t)

The Term Loan Priority Collateral Deposit Account shall have been established.(u)

(r) Such other items as the Administrative Agent or the Required Lenders shall(v)
reasonably require.

Additional Conditions Precedent to eachEach Loan.  The obligation ofSection 3.2.
each Lender to make a Loan on or after the Closing Date, shall be subject to the satisfaction
of each of the following further conditions precedent as of such date:

the representations and warranties contained in Article IV hereof shall be true(a)
and correct in all material respects (without duplication of any materiality qualifier
contained herein) as though made on and as of such date (and each Borrower shall be
deemed to have so made each such representation and warranty on and as of such
date).

no event shall have occurred, or would result from the making of the Loans or(b)
the ABL DIP Credit Loans or consummation of the transactions contemplated by the
Loan Documents and the ABL DIP Credit Documents or the Related Transactions that,
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with the giving of notice or lapse of time or both, if required, constitutes, or would
give rise to, a Default or an Event of Default.

With respect to the making of a Revolving Loan (except with respect to the(c)
Initial Borrowing on the Closing Date), the Administrative Agent shall have timely
received a Notice of Borrowing in compliance with the terms hereof and a certificate as
to Availability.

no injunction, writ, judgment, decree, restraining order, or other order of any(d)
nature shall have been issued and remain in force by any Governmental Authority or
arbitrator against any Obligor, the Agent, any Lender or the ABL DIP Agent or any
ABL DIP Credit Lender or letter of credit issuing bank prohibiting or restraining,
directly or indirectly, and no other legal bar shall exist directly or indirectly to, the
making of such Loans or the ABL DIP Credit Loans or the consummation of the
Related Transactions.

(e) With respect to the making of a Revolving Loan (other than the Initial Borrowing on the
Closing Date), there shall be no ABL DIP Credit Agreement Availability as projected on the
line item “Excess ABL Availability After Reserves and Minimum Liquidity”  in the most
recently delivered thirteen-week cash flow forecast in the Approved Budget; provided,
however, the Administrative Agent may charge the Revolving Loan account at any time to pay
for the current cash payments of all fees and expenses payable to the Prepetition Term Loan
Agent or the Prepetition Term Loan Lenders under the Prepetition Term Loan Documents
(including, without limitation, the reasonable fees and disbursements of counsel, financial and
other consultants for the Prepetition Term Loan Agent and Prepetition Term Loan Lenders,
arising before or after the Petition Date) or any Obligations hereunder.

(f) The making of such Loan shall not violate any requirement of Applicable(e)
Law and shall not be enjoined, temporarily, preliminarily or permanently.

(g) No Material Adverse Effect shall have occurred, other than the filing,(f)
commencement and continuation of the Chapter 11 Cases, and the events that
customarily result from the filing, commencement and continuation of the Chapter 11
Cases (including any litigation resulting therefrom).

Additional Conditions Precedent to Each Loan Made on an ExtendedSection 3.3.
Funding Date.  In addition to the conditions precedent set forth in Section 3.2, the obligations
of each Lender to make a Loan on an Extended Funding Date shall be subject to the
satisfaction of each of the following further conditions precedent as of such date:

The aggregate amount of receipts collected by the Obligors during the period(a)
from the Closing Date through such Extended Funding Date (an “Extended Funding
Test Period”) shall have been less than 100% of the aggregate amount of receipts
budgeted in the “Collections” line in the Approved Budget for the weeks comprising
such Extended Funding Test Period;

The aggregate amount of disbursements in the nature of those included in the(b)
line items “Debtor Professional Fees”, “Professional Fees for Unsecured Creditors” and
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“Restructuring/Other Professional Fees” in the Approved Budget made by the Obligors
during such Extended Funding Test Period shall have been greater than 90% and less
than 125% of the aggregate amount of disbursements budgeted in such line items in
the Approved Budget for the weeks comprising such Extended Funding Test Period;
and

As of such Extended Funding Date, the aggregate value of inventory of the(c)
Obligors (calculated in accordance with GAAP and in a manner consistent with past
practices) subject to credit terms of at least thirty (30) days from non-critical vendors is
less than $7,500,000;

provided, however, that, notwithstanding the failure of the Borrowers to satisfy the conditions
precedent contained in Section 3.3(a) through Section 3.3(c) hereof on such Extended Funding
Date, each Lender shall make a Loan on such Extended Funding Date in accordance with
Section 2.1 if the following conditions precedent shall have been satisfied on such date:  the
Proceeds of such Loan shall be necessary for the Borrowers to obtain and consummate the
transactions contemplated by a final order of the Bankruptcy Court (which order shall be
satisfactory in form and substance to the Required Lenders, in their sole discretion) that, in
such case either (x) confirms a plan or plans of reorganization in connection with the Chapter
11 Cases or (y) approves a sale of all or substantially all of the Borrowers’ assets through
either a sale under section 363(k) of the Bankruptcy Code, section 363(b) of the Bankruptcy
Code or under a plan of reorganization in the Chapter 11 Cases, and such final order does not,
or could not reasonably be expected to, cause a Default or Event of Default.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES

To induce the Agent and the Lenders to enter into this Agreement and to make Loans,
each Group Member represents and warrants to the Agent and the Lenders that:

Existence and Power; Good Standing; Compliance with Law.  EachSection 4.1.
Group Member is duly organized, validly existing and in good standing under the laws of its
jurisdiction of organization, and, except as set forth on Schedule 4.1, is duly licensed or
qualified to transact business in all jurisdictions where its assets are located, where the
character of the property owned or leased or the nature of the business transacted by it makes
such licensing or qualification necessary and wherever otherwise necessary to carry out its
business and operations.  Upon entry of the DIP Order, each Group Member has all requisite
power and authority, and the legal right, to conduct its business as currently and proposed to
be conducted, to own, operate and pledge its properties and to execute and deliver, and to
perform all of its obligations under, each of the Loan Documents and ABL DIP Credit
Documents to which it is a party and to consummate the Related Transactions.  Each Group
Member is in compliance with all applicable Requirements of Law (including Requirements of
Law relating to remittances, withholdings, source deductions and wages (including vacation
pay and pension contributions)) and has all necessary Permits from or by, has made all
necessary filings with, and has given all necessary notices to, each Governmental Authority
having jurisdiction over it or its properties, to the extent required for such ownership,
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operation, pledge or conduct of business.  Schedule 4.1 hereto contains, as of the date hereof,
(i) a complete and accurate list, for each jurisdiction in which any Group Member operates, of
the Permits held by each Group Member with respect to such jurisdiction and (ii) a complete
and accurate list of all Permits issued by a Governmental Authority and held by a Group
Member with respect to such Group Member’s operations in any state or other jurisdiction
generally.

Authorization for Borrowings; No Conflict as to Law or Agreements.Section 4.2.
Subject to entry of the DIP Order, the execution and delivery by each Obligor of, and
performance by such Obligor of its obligations under, each of the Loan Documents and ABL
DIP Credit Documents to which it is a party, and the Loans made hereunder, and the
consummation of the Related Transactions, are within such Obligor’s corporate, limited
liability company or similar entity powers, have been duly authorized by all necessary
corporate, limited liability or similar entity action in respect of such Obligor and do not and
will not (i) require any authorization, consent or approval by, or registration, declaration or
filing (other than filing of financing statements and mortgages as contemplated hereunder)
with, or notice to, any Governmental Authority, any holders of Equity Interests in such
Obligor, or any other Person, except such authorization, consent, approval, registration,
declaration, filing or notice as has been obtained, accomplished or given prior to the date
hereof, (ii) violate any Requirement of Law with respect to such Obligor or any of its
Subsidiaries, (iii) conflict with or contravene such Obligor’s Constituent Documents, (iv)
conflict with, contravene, constitute a default or breach under, or result in or permit the
termination or acceleration of, any indenture or loan or credit agreement or any other material
agreement, lease or instrument to which such Obligor or any of its Subsidiaries is a party or
by which it or its properties may be bound or affected (including the Loan Documents and the
ABL DIP Credit Documents), or (v) result in, or require, the creation or imposition of any
Lien upon or with respect to any of the properties now owned or hereafter acquired by such
Obligor or any of its Subsidiaries (other than as required under the Loan Documents in favor
of the Collateral Agent and the Secured Parties, and as required under the ABL DIP Credit
Documents).

Legal Agreements.  Subject to entry of the DIP Order, each of the LoanSection 4.3.
Documents and ABL DIP Credit Documents to which any Obligor is a party constitutes the
legal, valid and binding obligation and agreement of such Obligor, enforceable against such
Obligor in accordance with its terms.

Group Members; Subsidiaries; Equity Interests.  Set forth on Part A ofSection 4.4.
Schedule 4.4 hereto is a complete and correct list of all the Group Members and all
Subsidiaries and joint ventures of any of them, reflecting, for each such Person as of the date
of this Agreement, its legal name, jurisdiction of organization, the number of shares or units
of each class of Equity Interests authorized (if applicable), the number of shares or units of
each class of Equity Interests outstanding on the Closing Date and the number and percentage
of the outstanding shares or units of each such class of Equity Interests owned (directly or
indirectly) by each Borrower and each Guarantor.  All outstanding Equity Interests in each
such Person have been validly issued, are fully paid and non-assessable (to the extent
applicable) and, except in the case of Equity Interests issued by the Administrative Borrower,
are owned beneficially and of record by an Obligor free and clear of all Liens other than the
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security interests created by the Loan Documents and the ABL DIP Credit Documents, any
non-consensual Liens arising as a matter of law and permitted under Section 6.1 and, in the
case of joint ventures, Permitted Liens.  Except as provided in Part B of Schedule 4.4, as of
the Closing Date, there are no preemptive or other outstanding subscription or other rights,
options, warrants, convertible interests, conversion rights, agreements to issue or sell or vote,
phantom rights or powers of attorney other or similar agreements or understandings for the
purchase or acquisition from any Group Member, or the voting, of any Equity Interests in any
such Person or otherwise relating to the Equity Interests in any Group Member.  Except as
disclosed in Part C of Schedule 4.4, in the five years preceding the Closing Date, no Obligor
and no Subsidiary has acquired any substantial assets from any other Person nor been the
surviving entity in a merger or combination.

Financial Condition; No Adverse Change; No Restricted Payments.  TheSection 4.5.
Administrative Borrower has furnished to the Administrative Agent various documents, files,
materials, correspondence and other information regarding the business of Borrower and its
Subsidiaries, including, without limitation, the audited financial statements for the fiscal year
ended April 28, 2012, the unaudited consolidating financial statements for the fiscal year
ended April 28, 2012, the unaudited consolidated and consolidating financial statements for
each fiscal month and fiscal quarter ended after April 28, 2012 through the Closing Date, and
financial projections through [April 30, 2016] (the “Projections”).  All such documents, files,
materials, correspondence and information (other than the Projections) are complete and
correct as to the subject matter thereof (taken as a whole) in all respects as of the date made
available to the Administrative Agent, do not contain any misstatement of material fact or
omit to state a material fact necessary to make the statements contained therein not materially
misleading, fairly present in all material respects the financial condition of the Administrative
Borrower and its Subsidiaries on the dates thereof and the results of operations for the periods
then ended (subject to year-end audit adjustments) and were prepared in accordance with
GAAP.  The Projections have been prepared in good faith based upon reasonable estimates
and assumptions stated therein, which the Administrative Borrower has determined to be
reasonable and fair in light of the then current conditions and facts.  Since December 29,
2012, other than the filing, commencement and continuation of the Chapter 11 Cases, and the
events that customarily result from the filing, commencement and continuation of the Chapter
11 Cases (including any litigation resulting therefrom), there has not occurred any event,
development or circumstance or other change in fact, that could, individually or in the
aggregate, have or reasonably be expected to have a Material Adverse Effect.  Since the
Petition Date, no Group Member has directly or indirectly declared, ordered, paid or made, or
set apart any sum or property for, any Restricted Payment or agreed to do so except as set
forth on Schedule 4.5 or as permitted by Section 6.4.

Litigation.  Other than the filing, commencement and continuation of theSection 4.6.
Chapter 11 Cases and any litigation resulting therefrom, there are no actions, investigations,
suits, audits, claims, demands, orders, disputes or proceedings pending or, to the knowledge of
any Group Member, threatened against or affecting any Group Member or the properties of
any of them before any Governmental Authority, that in each case (i) seek injunctive or
similar relief or a monetary recovery against any Group Member in excess of $50,000 or (ii) if
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adversely determined, could reasonably be expected to have a Material Adverse Effect; in each
case, except as set forth and described in Schedule 4.6.

Margin Regulations.  No Group Member has engaged in, or will engageSection 4.7.
in, the business of extending credit for the purpose of purchasing or carrying margin stock
(within the meaning of Regulation U of the Board of Governors of the Federal Reserve
System), and no part of the proceeds of any Loan or other extensions of credit hereunder will
be used to purchase or carry any margin stock, or to extend credit to others for the purpose of
purchasing or carrying any margin stock, in a manner that would result in a violation of
Regulation T, U or X of the Board of Governors of the Federal Reserve System.

Taxes.  Each Group Member has paid or caused to be paid to the properSection 4.8.
Governmental Authorities all federal or national, state or provincial, and local taxes, domestic
or foreign, required to be paid by it.  Each Group Member has duly filed with the appropriate
Governmental Authority all federal or national, state or provincial, local income, franchise and
other tax returns, reports and statements (the “Tax Returns”), domestic or foreign, required to
be filed by it, all such Tax Returns are true and correct in all material respects, and all taxes,
charges and other impositions reflected therein or otherwise due and payable have been paid
prior to the date on which any Liability may be added thereto for non-payment thereof except
for those contested in good faith by appropriate proceedings diligently conducted and for
which adequate reserves are maintained on the books of the appropriate Group Member in
accordance with GAAP all of which are described in Schedule 4.8.

Titles and Liens; Letters of Credit.  Each of the Group Members hasSection 4.9.
good and absolute title to all properties and assets reflected as being owned by such Person in
the latest consolidating balance sheets referred to in Section 4.5 (including good record and
marketable fee simple title to all Owned Real Property and valid leasehold interests in all
Leased Real Property), and each Group Member has good and absolute title to all properties
pledged by it, or a Lien on which is granted by it, pursuant to any Loan Document, in each
case free and clear of all Liens, except for Permitted Liens.  In addition, no financing
statement or other Lien notice or recordation naming any Group Member as debtor is on file
in any office except to perfect only Permitted Liens and precautionary filings for leases and
consignments.  The Collateral Agent has a valid, perfected, first-priority (subject only to
Permitted Senior Liens) and enforceable security interest in and Lien on the Collateral.  As of
the date hereof, no Obligor is the account party under any letter of credit other than (x) as
listed and described on Schedule 4.9 or (y) as may be issued pursuant to and under the ABL
DIP Credit Agreement.

Employee Benefits Plans.  Schedule 4.10 identifies each ERISA Plan asSection 4.10.
of the Closing Date.  No ERISA Event has occurred or could reasonably be expected to occur
with respect to an ERISA Plan.  Full payment has been made of all amounts that a Controlled
Group member is required, under Applicable Law or under the governing documents, to have
paid as a contribution to or a benefit under each ERISA Plan.  As of the most recent date of
release of the financial statements for each Controlled Group member, the liability of such
Controlled Group member with respect to each ERISA Plan has been fully funded based upon
reasonable and proper actuarial assumptions or has been fully insured.  No changes have
occurred that would cause a material increase in the cost of providing benefits under any
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ERISA Plan.  Each ERISA Plan is in compliance with all Applicable Laws. With respect to
each ERISA Plan that is intended to be qualified under Section 401(a) of the IR Code:  (a)
such ERISA Plan and any associated trust operationally comply in all respects with the
applicable requirements of Section 401(a) of the IR Code; (b) such ERISA Plan and any
associated trust have been amended to comply with all such requirements as currently in
effect, other than those requirements for which a retroactive amendment can be made within
the “remedial amendment period” available under Section 401(b) of the IR Code (as extended
under Treasury regulations and other Treasury pronouncements upon which taxpayers may
rely); (c) such ERISA Plan and any associated trust have received a favorable determination or
opinion letter from the IRS stating that such ERISA Plan qualifies under Section 401(a) of the
IR Code, that the associated trust qualifies under Section 501(a) of the IR Code and, if
applicable, that any cash or deferred arrangement under the ERISA Plan qualifies under
Section 401(k) of the IR Code, unless such ERISA Plan was first adopted at a time for which
the above-described “remedial amendment period” has not yet expired; (d) such ERISA Plan
currently satisfies the requirements of Section 410(b) of the IR Code, without regard to any
retroactive amendment that may be made within the above-described “remedial amendment
period”; and (e) no contribution made to such ERISA Plan is subject to an excise tax under
Section 4972 of the IR Code and (f) to the knowledge of the Group Company, nothing has
occurred or is reasonably expected to occur that could result in the loss of the qualified status
of such ERISA Plan.  With respect to any Pension Plan, there are no unfunded benefit
liabilities as defined in Section 4001(a)(18) of ERISA and the “accumulated benefit
obligation” with respect to such Pension Plan (as determined in accordance with Statement of
Accounting Standards No. 87, “Employers’ Accounting for Pensions”) does not exceed the fair
market value of Pension Plan assets.

Default; Affiliate Transactions; Material Contracts.  Each GroupSection 4.11.
Member is in compliance with all provisions of all material agreements, instruments, decrees
and orders (including the Loan Documents and the ABL DIP Credit Documents) to which it is
a party or by which it or its property is bound or affected.  Each representation, warranty and
certification made by each Group Member under the ABL DIP Credit Documents was true and
correct when made or deemed made.  Except as set forth on Part A of Schedule 4.11, no
Obligor has (i) any written agreements or binding arrangements of any kind with any Affiliate
of any Obligor (except for another Obligor) or (ii) any management or consulting agreements
of any kind.  Part B of Schedule 4.11 contains a true, correct and complete list of all the
Material Contracts (other than the Loan Documents and the ABL DIP Credit Documents) in
effect as of the date hereof, and except as set forth on Part C of Schedule 4.11, all Material
Contracts (including the Loan Documents and the ABL DIP Credit Documents) are in full
force and effect and no defaults exist thereunder.

Environmental Compliance.  Each Group Member has obtained allSection 4.12.
Permits that are required under Environmental Laws at the facilities of such Group Member or
any of its Subsidiaries or in connection with the operation of such facilities.

Except as disclosed in Schedule 4.12, each Group Member complies, and all activities
of each Group Member at its respective facilities comply, and has or have complied for the
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past five years, with all Environmental Laws and with all terms and conditions of any required
Permits applicable to such Group Member with respect thereto.

Except as disclosed in Schedule 4.12, each Group Member is in compliance with all
limitations, restrictions, conditions, standards, prohibitions, requirements, obligations,
schedules and timetables contained in Environmental Laws or contained in any plan, order,
decree, judgment or notice of which such Group Member is aware.

Except as disclosed in Schedule 4.12:

no Group Member is aware of, nor has any Group Member received(i)
notice of, any events, conditions, circumstances, activities, practices, incidents, actions
or plans which may interfere with or prevent continued compliance with, or which may
give rise to any Liability under, any Environmental Laws, and each Group Member has
maintained an environmental management system for its and each of its Subsidiaries’
operations that demonstrates a commitment to environmental compliance and includes
procedures for (a) preparing and updating written compliance manuals covering
pertinent regulatory areas, (b) tracking changes in applicable Environmental Laws and
modifying operations to comply with new requirements thereunder, (c) training
employees to comply with applicable environmental requirements and updating such
training as necessary, (d) performing regular internal compliance audits of each of its
facility and ensuring correction of any incidents of non-compliance detected by means
of such audits, and (e) reviewing the compliance status of off-site waste disposal
facilities,

no Group Member is party to, and no Group Member is subject to or,(ii)
with respect to any Real Property currently (or to the knowledge of any Group Member
previously) owned, leased, subleased, operated or otherwise occupied by or for any
Group Member, the subject of, any pending or threatened order, action, suit,
proceeding, claim, written demand, dispute or notice of violation or of potential
Liability or similar notice under or pursuant to any Environmental Law,

no Lien in favor of any Governmental Authority securing, in whole or in(iii)
part, Environmental Liabilities has attached to any property of any Group Member and,
to the knowledge of each Group Member, no facts, circumstances or conditions exist
that could reasonably be expected to result in any such Lien attaching to any such
property,

no Group Member has caused or permitted to occur a Release of(iv)
Hazardous Substances at, to or from any Real Property currently (or to the knowledge
of any Group Member previously) owned, leased, subleased, operated or otherwise
occupied by or for any Group Member and each such Real Property is free of
contamination by any Hazardous Substances except for such Release or contamination
that could not reasonably be expected to result in Environmental Liabilities of any
Group Member,
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to the best of its knowledge, no Group Member nor any of its(v)
Subsidiaries has any registered or unregistered underground storage tanks in, on or
under any Real Property currently (or to the knowledge of any Group Member
previously) owned, leased, subleased, operated or otherwise occupied by or for any
Group Member that are subject to any Environmental Laws, including underground
storage tank laws or regulations, except those that are in compliance with all
Environmental Laws and with permits issued pursuant thereto (if any such permits are
required),

no Group Member nor any of its Subsidiaries owns a storage tank(vi)
facility, and

no Group Member (x) is or has been engaged in, or has permitted any(vii)
current or former tenant to engage in, operations, or (y) knows of any facts,
circumstances or conditions, including receipt of any information request or notice of
potential responsibility under CERCLA or similar Environmental Laws, that, in all
cases in clause (x) or (y) above in the aggregate, could have a reasonable likelihood of
resulting in material Environmental Liabilities, and.

(viii)  compliance with all requirements pursuant to or under Environmental Laws in
effect on the date hereof.

[Reserved].Section 4.13.

Real Estate.Section 4.14.

As of the date hereof, Part A of Schedule 4.14(a) hereto contains a true,(a)
accurate and complete list of all Owned Real Property and all Leased Real Property,
which schedule sets forth for each such Real Property the facility designation, the
current street address (including, the county (or other relevant jurisdiction) and state),
whether such Real Property is Owned Real Property or Leased Real Property, the
record owner thereof (in the case of Owned Real Property) and, if applicable, the name
of each landlord and tenant thereof.  As of the date hereof, Part B of Schedule 4.14(a)
hereto contains a true, accurate and complete list of all Leases (together with all
amendments, modifications, supplements, renewals or extensions of any thereof)
affecting Owned Real Property or Leased Real Property in respect of which an Obligor
is the landlord or sublessor.

Except as specified on Part A of Schedule 4.14(b) hereto, each Lease affecting(b)
Owned Real Property or Leased Real Property in respect of which an Obligor is the
tenant or subtenant is in full force and effect and no Obligor has knowledge of any
default that has occurred and is continuing thereunder, and each such Lease constitutes
the legally valid and binding obligation of the applicable Obligor, enforceable against
such Obligor in accordance with its terms, except as enforcement may be limited by
bankruptcy, insolvency, reorganization, moratorium or similar laws relating to or
limiting creditors’ rights generally or by equitable principles.
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Except as specified on Part B of Schedule 4.14(b) hereto, each Lease(i)
affecting Owned Real Property or Leased Real Property in respect of which an Obligor
is the landlord or sublessor is in full force and effect and no Obligor has knowledge of
any default that has occurred and is continuing thereunder, and each such Lease
constitutes the legally valid and binding obligation of the applicable Obligor,
enforceable against such Obligor in accordance with its terms, except as enforcement
may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws
relating to or limiting creditors’ rights generally or by equitable principles.

As of the date hereof, Schedule 4.14(c) hereto contains a true, accurate and(c)
complete list of each location at which Inventory or equipment is located, specifying
the character thereof in each case.

Deposit Accounts and Securities Accounts.  Schedule 4.15 hereto is aSection 4.15.
complete and correct list of all of the Obligors’ deposit accounts and securities accounts as of
the date of this Agreement, including, for each deposit account and securities account, (i) the
name and contact details for the institution at which such account is maintained, (ii) the
account name and number, and account type, and (iii) the purpose and use of such account.

Labor Relations.  No Group Member is aware that it is, or has withinSection 4.16.
the last five years, engaged in any unfair labor practice.  Except as set forth on Schedule
4.16A hereto, there is no unfair labor practice complaint or complaint of employment
discrimination, or grievance or arbitration arising out of or under any collective bargaining
agreement, pending against any Group Member, or, to the knowledge of the Group Members,
threatened against any Group Member, before any Governmental Authority.  There are no
strikes, labor disputes, work stoppages, slowdowns or lockouts existing, pending (or, to the
knowledge of any Group Member, threatened) against or involving any Group Member.  As of
the Closing Date, (a) there is no collective bargaining or similar agreement with any union,
labor organization, works council or similar representative covering any employee of any
Group Member, (b) except as set forth on Schedule 4.16B hereto, no petition for certification
or election of any such representative is existing or pending with respect to any employee of
any Group Member, and (c) no such representative has sought certification or recognition with
respect to any employee of any Group Member.  The Administrative Borrower covenants and
agrees that it shall advise the Administrative Agent in writing of its becoming aware of the
occurrence of any of the foregoing events or circumstances arising subsequent to the Closing
Date, promptly, and in any event within five Business Days of obtaining knowledge thereof.

Relevant Jurisdictions.  Schedule 4.17 identifies in respect of eachSection 4.17.
Group Member as of the date hereof, its jurisdiction of formation or organization, the full
address (including postal code or zip code) of its chief executive office and all places of
business and, if different, the address at which the books and records of such Group Member
are located, the address at which senior management of such Group Member are located and
conduct their deliberations and make their decisions with respect to the business of such
Group Member, all jurisdictions in which such Group Member has property, and the address
from which the invoices and accounts of such Group Member are issued.
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Intellectual Property.  Each Group Member owns or licenses allSection 4.18.
Intellectual Property that is necessary for the conduct of or used in its businesses as currently
conducted.  All items of Intellectual Property of the Group Members that have been either
registered, or in respect of which a registration application has been filed, by any Group
Member, as at the Closing Date, are listed on Schedule 4.18.  All  required filings and fees
related to the Intellectual Property listed on Schedule 4.18 have been timely filed with and
paid to the relevant Governmental Authority.  Except as disclosed on Schedule 4.18, to the
knowledge of each Group Member, (a) the conduct and operations of the businesses of each
Group Member do not, and have not been alleged in writing by any other Person to, infringe,
misappropriate, dilute, violate or otherwise impair any Intellectual Property rights of any other
Person and (b) no other Person has contested any right, title or interest of any Group Member
in, or relating to, any Intellectual Property.  In addition, except as disclosed on Schedule 4.18,
(x) there are no pending (or, to the knowledge of any Group Member, threatened) actions,
investigations, suits, proceedings, audits, claims, demands, orders or disputes affecting any
Group Member with respect to Intellectual Property, (y) no judgment or order regarding any
such claim has been rendered by any competent Governmental Authority, and no settlement
agreement or similar contractual obligation has been entered into by any Group Member, with
respect tothereto, and (z) no Group Member knows of any valid basis for any claim based on,
any such infringement, misappropriation, dilution, violation or impairment or contest.  The
Group Members have taken all reasonable steps to maintain their Intellectual Property and to
protect and preserve the confidentiality of all trade secrets included in the Intellectual Property
of the Group Members, including requiring all Persons having access thereto to execute
written non-disclosure agreements.  None of the items of Intellectual Property of the Group
Members that is registered (or for which an application for registration is pending) in any
jurisdiction other than the United States and Canada is, singly or as a whole, of more than de
minimis value or necessary for the conduct of any Group Member’s business.

Ownership.  Schedule 4.19 identifies completely and accurately as at theSection 4.19.
Closing Date, to the best of the knowledge of the Responsible Officers of the Administrative
Borrower, each Person that (a) Controls the Administrative Borrower or any Affiliate of the
Administrative Borrower or (b) owns or controls more than 5.0% of the outstanding Equity
Interests of the Administrative Borrower (each Person referred to in clause (a) or (b) above, a
“Control Person”).

Restrictions on Subsidiaries.  No Subsidiary of any Group Member isSection 4.20.
subject to any instrument, contractual obligation or agreement imposing restrictions or
limitations of a type prohibited by Section 6.6(c) or Section 6.9.

Insurance.  The Group Members maintain insurance in accordance withSection 4.21.
the requirements of Section 5.6, including, as of the Closing Date, pursuant to the insurance
policies described on Schedule 4.21, which Schedule sets forth in reasonable detail the name
of the relevant insurance company, the type of policy, the coverage thereof and deductibles
provided for therein, and the policy number.  The insurance policies of the Group Members,
pursuant to which such insurance is maintained, are valid and current, and subject to
endorsements for the benefit of the Collateral Agent as required by Section 5.6.
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Schedules.  All of the information that is required to be scheduled toSection 4.22.
this Agreement is set forth on the Schedules attached hereto, is correct and accurate and does
not omit to state any information material thereto.

Anti-Terrorism Laws.Section 4.23.

No Group Member or Reporting Affiliate of a Group Member (in the case of(a)
Carson-Dellosa Publishing, LLC, to the best knowledge of the Administrative Borrower
after due inquiry) is in violation of any Anti-Terrorism Law or engages in or conspires
to engage in any transaction that evades or avoids, or has the purpose of evading or
avoiding, or attempts to violate, any of the prohibitions set forth in any Anti-Terrorism
Law.  No Group Member or Reporting Affiliate of a Group Member (in the case of
Carson-Dellosa Publishing, LLC, to the best knowledge of the Administrative Borrower
after due inquiry) (A) conducts any business or engages in making or receiving any
contribution of funds, goods or services to or for the benefit of any Blocked Person or
(B) deals in, or otherwise engages in any transaction relating to, any property or
interests in property blocked pursuant to Executive Order No. 13224.

No Group Member or Reporting Affiliate of a Group Member (in the case of(b)
Carson-Dellosa Publishing, LLC for purposes of clauses (C), (D), and (F) below, to the
best knowledge of the Administrative Borrower after due inquiry), or to any Group
Member’s knowledge, any of their respective agents acting or benefiting in any
capacity in connection with the making of the Loans or the other transactions
hereunder, is any of the following (each a “Blocked Person”):  (A) a Person that is
listed in the annex to, or is otherwise subject to the provisions of, Executive Order No.
13224; (B) a Person owned or controlled by, or acting for or on behalf of, any Person
that is listed in the annex to, or is otherwise subject to the provisions of, Executive
Order No. 13224; (C) a Person with which any Agent or any Lender is prohibited from
dealing or otherwise engaging in any transaction by any Anti-Terrorism Law; (D) a
Person that commits, threatens or conspires to commit or supports “terrorism” as
defined in Executive Order No. 13224; (E) a Person that is named as a “specially
designated national” on the most current list published by the U.S. Treasury
Department Office of Foreign Asset Control at its official website or any replacement
website or other replacement official publication of such list; or (F) a Person who is
affiliated with a Person listed above.

[Reserved].Section 4.24.

Surety Obligations.  No Group Member is obligated as surety orSection 4.25.
indemnitor under any bond or other contract that assures payment or performance of any
obligation of any Person, except as expressly permitted hereunder.

Brokers.  Except as disclosed on Schedule 4.26, there are no brokerageSection 4.26.
commissions, finder’s fees or investment banking fees payable by any Group Member in
connection with any transactions contemplated by the Loan Documents or the ABL DIP Credit
Documents or the Related Transactions and each Obligor hereby jointly and severally
indemnifies the Secured Parties against, and agrees that it will hold the Secured Parties
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harmless from, any claim, demand or liability for any such broker’s or finder’s fees alleged to
have been incurred in connection herewith or therewith and any expenses (including
reasonable fees, expenses and disbursements of counsel) arising in connection with any such
claim, demand or liability.

Burdensome Contracts.  No Group Member is party or subject to anySection 4.27.
Restrictive Agreement, except (i) the Loan Documents and the ABL DIP Credit Documents,
(ii) Restrictive Agreements with respect to specific property unencumbered to secure payment
of particular Debt permitted hereby or to be sold pursuant to an executed agreement with
respect to an asset Disposition permitted hereby, (iii) Restrictive Agreements evidencing
restrictions by reason of customary provisions restricting assignments, subletting or other
transfers contained in a Lease, or any other lease, license or similar agreement entered into in
the ordinary course of business; provided that such restrictions are limited to the property
secured by such Liens or the property subject to such Lease, lease, license or similar
agreement, as the case may be, and (iv) as shown on Schedule 4.27.  No such Restrictive
Agreement prohibits the execution, delivery or performance of any Loan Document or
RevolvingABL DIP Credit Document by a Group Member.

Not a Regulated Entity.  No Group Member is (a) an “investmentSection 4.28.
company” or a “person directly or indirectly controlled by or acting on behalf of an investment
company” within the meaning of the Investment Company Act of 1940; or (b) subject to
regulation under any public utilities code or any other Applicable Law regarding its authority
to incur Debt or grant Liens on its property.

Payables Practices.  Except to the extent subject to the automatic stay ofSection 4.29.
Section 362 of the Bankruptcy Code, each Group Member has paid or discharged, or caused to
be paid or discharged, when due (or, if earlier, prior to the date on which penalties attach
thereto), (a) all taxes, assessments and governmental charges levied or imposed upon it or
upon its income or profits, upon any properties belonging to it, (b) all federal, state, local and
foreign taxes required to be withheld by it, and (c) all lawful claims for labor, materials and
supplies which, if unpaid, might by law become a Lien or charge upon any of its properties;
except, in each case, to the extent the amount, applicability or validity of any such tax,
assessment, charge or claim was and is contested in good faith by appropriate proceedings
diligently conducted and for which such Group Member, as applicable, set aside adequate
reserves in accordance with GAAP.

Criminal Charges.  Other than as disclosed on Schedule 4.30, no GroupSection 4.30.
Member, or any officer, director, member, executive board member or similar function-holder
of any Group Member, is or has been under investigation by a Governmental Authority for, or
has been indicted, arrested, or convicted of, or has settled (with or without an admission of
guilt) any charges relating to, any criminal offense (whether a felony, misdemeanor, or other
crime).

Commodity Hedging.  Giving effect to the Loans and ABL DIP CreditSection 4.31.
Loans to be made on the Closing Date and the use of the proceeds thereof, no Obligor has any
Commodity Hedging Obligations.
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Complete Disclosure.  The Loan Documents do not, when taken as aSection 4.32.
whole, contain any untrue statement of a material fact, or fail to disclose any material fact
necessary to make the statements contained therein not materially misleading.  To the best of
each Obligor’s knowledge, there is no fact or circumstance that any Obligor has failed to
disclose to the Administrative Agent in writing that could reasonably be expected to have a
Material Adverse Effect.

Survival of Representations and Warranties.  All representations andSection 4.33.
warranties made under this Agreement and the other Loan Documents shall survive, and not
be waived by, the execution and delivery hereof by the Secured Parties, or any of them, any
investigation or inquiry by any Secured Party, or the making of any Loan under this
Agreement.

Reorganization Matters.Section 4.34.

The Chapter 11 Cases were commenced on the Petition Date in accordance with(a)
applicable law and proper notice thereof and the proper notice for (x) the motion
seeking approval of the Loan Documents and the Interim Order and Final Order, (y)
the hearing for the approval of the Interim Order, and (z) the hearing for the approval
of the Final Order will be given. The Borrowers shall give on a timely basis as
specified in the Interim Order or the Final Order, as applicable, all notices required to
be given to all parties specified in the Interim Order or Final Order, as applicable.

After the entry of the Interim Order, and pursuant to and to the extent permitted(b)
in the Interim Order and the Final Order, the Obligations will constitute allowed
superpriority administrative expense claims in the Chapter 11 Cases having priority
over all administrative expense claims and unsecured claims against the Borrowers now
existing or hereafter arising, of any kind whatsoever, including, without limitation, all
administrative expense claims of the kind specified in sections 326, 330, 331, 503(b),
506(c), 507(a), 507(b), 726, or any other provision of the Bankruptcy Code or
otherwise, as provided under section 364(c)(l) of the Bankruptcy Code, subject, as to
priority only, to the Carve-Out and, solely to the extent required by the Intercreditor
Agreement, the ABL DIP Credit Obligations.

After the entry of the Interim Order and pursuant to and to the extent provided(c)
in the Interim Order and the Final Order, the Obligations will be secured by a valid
and perfected first priority Lien on all of the Collateral, subject, as to priority only, to
the Carve-Out and the Liens on the ABL DIP Credit Priority Collateral securing the
ABL DIP Credit Obligations to the extent set forth in the Intercreditor Agreement.

The Interim Order (with respect to the period prior to entry of the Final Order)(d)
or the Final Order (with respect to the period on and after entry of the Final Order), as
the case may be, is in full force and effect has not been reversed, stayed, modified or
amended without the Agent’s and Lenders’ consent.

Registered Pension Plan.  No Group Member sponsors, administers orSection 4.35.
contributes to, or has any liability in respect of any Registered Pension Plan.
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Canadian Employee Benefits Plans.  Each Group Member has compliedSection 4.36.
in all material respects with all applicable laws regarding each Canadian Employee Benefits
Plan (including, where applicable, the Pension Benefits Act (Nova Scotia) and the Income Tax
Act (Canada)), and each Canadian Employee Benefits Plan is, and has been, maintained and
administered in substantial compliance with its terms, applicable collective bargaining
agreements and all applicable laws (including, where applicable, the Pension Benefits Act
(Nova Scotia) and the Income Tax Act (Canada)) in each case except where non-compliance
has not had and could not (individually or together with other similar non-compliance)
reasonably be expected to have a Material Adverse Effect.  All  contributions or premiums
required to be made or paid by any Group Member to the Canadian Employee Benefits Plans
have been made on a timely basis.  There have been no improper withdrawals or applications
of the assets of the Canadian Employee Benefits Plans.  Each of the Canadian Employee
Benefits Plans is fully funded on a solvency basis and going concern basis (using actuarial
methods and assumptions which are consistent with the valuations last filed with the
applicable governmental authorities).  There exists no outstanding liability of any Group
Member with respect to any Canadian Employee Benefits Plan that has been terminated,
which liability has had or could (individually or together with other similar liabilities)
reasonably be expected to have a Material Adverse Effect.

ARTICLE V
AFFIRMATIVE COVENANTS

From the date of this Agreement and thereafter until the Commitments are terminated
or expire and the Loans and all other Obligations have been paid in full in cash, unless the
Required Lenders shall otherwise expressly consent in writing:

Reporting Requirements.  The Administrative Borrower (or anySection 5.1.
applicable Group Member) will deliver, or cause to be delivered, to the Administrative Agent,
and the Administrative Agent will deliver, or caused to be delivered, to each Lender each of
the following, which shall be in form and detail reasonably acceptable to the Required
Lenders:

as soon as available, and in any event within 90 days after the end of each(a)
fiscal year of the Administrative Borrower, annual financial statements of the
Administrative Borrower and its Subsidiaries, prepared on a consolidated and
consolidating basis, with the unqualified opinion of independent certified public
accountants of recognized national standing selected by the Administrative Borrower
and reasonably acceptable to the Administrative Agent (at the direction of the Required
Lenders) (without a “going concern” or like qualification, assumption or exception and
without any qualification or exception as to the scope of such audit; provided that the
financial statements required by this Section 5.1(a) in respect of the fiscal year ending
April 27, 2013 may contain a “going concern” or like qualification or exception
relating solely to the commencement of the Chapter 11 Cases, and not resulting from a
limitation of scope or the failure of such financial statements to present fairly, in all
material respects, the financial position, results of operations, or cash flow of the
Administrative Borrower and its subsidiaries in accordance with GAAP) to the effect
that such financial statements present fairly in all material respects the financial
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condition, cash flow and results of operations of the Administrative Borrower and its
Subsidiaries on a consolidated basis in accordance with GAAP consistently applied,
accompanied by any management letter, audit report or similar letter or report prepared
by said accountants in connection with such financial statements or any audit thereof;
which annual financial statements shall include the balance sheets of the
Administrative Borrower and its Subsidiaries as at the end of such fiscal year and the
related statements of income, retained earnings, cash flows and shareholder’s equity of
the Administrative Borrower and its Subsidiaries for the fiscal year then ended, all in
reasonable detail in form acceptable to Agent and prepared in accordance with GAAP;

(i) as soon as available, and in any event within 30 days after the end of each(b)
fiscal month of the Administrative Borrower, internally prepared financial statements of
the Administrative Borrower and its Subsidiaries and Business Segment Financial
Statements and other operational and financial reporting required by the Administrative
Agent, in each case in form and substance acceptable to the Administrative Agent (at
the direction of the Required Lenders), prepared on a consolidated and consolidating
basis, as at the end of and for such month and for the year-to-date period then ended,
in reasonable detail in form acceptable to the Administrative Agent, and the figures for
the corresponding date and periods in the previous year on a monthly and year-to-date
basis and for the corresponding date and periods in the then-applicable operating plan
and projections delivered pursuant to Section 5.1(c), all prepared in accordance with
GAAP, subject to year-end audit adjustments and the addition of footnotes, in each
case accompanied by an analysis of material factors affecting the period and an MD&A
of such financial statements for (w) the Administrative Borrower and its Subsidiaries
on a consolidated basis, (x) the Accelerated Learning Business, (y) the Educational
Resources Business, and (z) the Delta Business; (ii) as soon as available, and in any
event within 45 days after the end of each fiscal quarter of the Administrative
Borrower, internally prepared financial statements of the Administrative Borrower and
its Subsidiaries and Business Segment Financial Statements in form and substance
acceptable to the Administrative Agent (at the direction of the Required Lenders),
prepared on a consolidated and consolidating basis, as at the end of and for such
quarter and for the year-to-date period then ended, in reasonable detail in form
acceptable to the Administrative Agent, and the figures for the corresponding date and
periods in the previous year on a quarterly and year-to-date basis and for the
corresponding date and periods in the then-applicable operating plan and projections
delivered pursuant to Section 5.1(c), all prepared in accordance with GAAP, subject to
year-end audit adjustments and the addition of footnotes, in each case accompanied by
an analysis of material factors affecting the period and an MD&A of such financial
statements for (w) the Administrative Borrower and its Subsidiaries on a consolidated
basis, (x) the Accelerated Learning Business, (y) the Educational Resources Business,
and (z) the Delta Business and (iii) as soon as available, and in any event within 30
days after the end of each fiscal month of the Administrative Borrower, an updated six-
month consolidated balance sheet, income statement and statement of cash flow of the
Administrative Borrower and its Subsidiaries and income statements by Business
Segment for the succeeding six-month period in form and substance satisfactory to the
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Administrative Agent, in its (at the direction of the Required Lenders in their sole
discretion).

as soon as available, and in any event no later than May 30 of each fiscal year(c)
of the Administrative Borrower, a consolidated operating plan and projections (in Excel
format) for each of the Business Segments for the subsequent three fiscal yearyears,
prepared on a monthly basis, which have been approved by the Administrative
Borrower’s board of directors (or equivalent body), in the same form as submitted to
such board of directors or equivalent body and accompanied by such supporting
calculations as may be requested by the Agent, and which present a good faith opinion
as of the date made as to such projections, valuations and pro forma conditions and
results, and as soon as available, and in any event no later than July 31 of each fiscal
year, a copy of the annual auditor’s report to the board of directors (or equivalent
body); and as soon as available and in any event no later than October 31st of each
fiscal year (but not prior to October 15th of such fiscal year) a reforecast of the
previously delivered operating plan and projections for the businesses of the
Administrative Borrower and its Subsidiaries as at June 30th of such year, which
presents a good faith opinion as of the date made as to such projections, valuations and
pro forma conditions;

together with delivery of the financial statements described in Sections 5.1(a)(d)
and (b), a Compliance Certificate of the Chief Financial Officer of the Administrative
Borrower stating (i) that such financial statements have been prepared in accordance
with GAAP, and present fairly in all material respects the financial conditions, cash
flow and results of operations of the Administrative Borrower and its Subsidiaries on a
consolidated basis in accordance with GAAP consistently applied, subject, in the case
of financial statements described in Section 5.1(b), to normal year-end audit
adjustments and the addition of footnotes, (ii) whether or not such officer has
knowledge of the occurrence of any Default or Event of Default hereunder not
theretofore reported and, if so, stating in reasonable detail the facts with respect
thereto, and (iii) all relevant facts in reasonable detail to evidence, and the
computations as to, whether the Administrative Borrower and its Subsidiaries are in
compliance with the requirements set forth in Sections 6.1, 6.2, 6.3, 6.4, 6.5, 6.12 and
6.16;

together with each Compliance Certificate delivered pursuant to Section 5.1(d)(e)
above, a certificate, each in form and substance satisfactory to the Administrative
Agent, by a Responsible Officer that (i) the information provided on Schedules 4.4,
4.6, 4.11, 4.12, 4.14, 4.15, 4.18, 4.19, 4.21 and 4.30 (or on updated schedules attached
to such certificate, or the most recent updated schedules delivered pursuant to this
clause (e)) is correct and complete in all material respects as of the date of such
Compliance Certificate, (ii) the Obligors have delivered all documents (including
updated schedules as to locations of Collateral and acquisition of Intellectual Property
or Real Property) they are required to deliver pursuant to any Loan Document on or
prior to the date of delivery of such Compliance Certificate, (iii) complete and correct
copies of all documents modifying any term of any (A) Constituent Document of any
Group Member or any Subsidiary or joint venture thereof on or prior to the date of
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delivery of such Compliance Certificate, and (B) RevolvingABL DIP Credit Document
or other Material Contract, in each case, have been delivered to the Administrative
Agent or are attached to such certificate;

together with each Compliance Certificate delivered pursuant to clause (d)(f)
above, a discussion and analysis of the financial condition and results of operations of
the Group Members for the portion of the fiscal year then elapsed and discussing the
reasons for any significant variations from (i) the projections for such period delivered
pursuant to clause (c) above, and (ii) the figures for the corresponding period in the
previous fiscal year;

together with each delivery of annual financial statements pursuant to clause (a)(g)
above, each in form reasonably satisfactory to the Administrative Agent and certified
as complete and correct by a Responsible Officer as part of the Compliance Certificate
delivered in connection with such financial statements, a summary of all material
insurance coverage maintained as of the date thereof by any Group Member, together
with such other information as the Administrative Agent (at the direction of the
Required Lenders) may reasonably require;

together with each delivery of annual financial statements pursuant to Section(h)
5.1(a) above and each delivery of monthly and quarterly financial statements pursuant
to Section 5.1(b) above, (i) a listing of government contracts of any Obligor subject to
the Federal Assignment of Claims Act of 1940; and (ii) a list of any applications for
the registration of any Intellectual Property filed by any Obligor with the United States
Patent and Trademark Office, the United States Copyright Office or any similar office
or agency in the prior fiscal year or month, as applicable;

as soon as possible, but in any event no later than three (3) Business Days, after(i)
an officer of any Group Member obtains knowledge thereof, a notice of any written
information, exhibit, or report furnished to the Administrative Agent or the Lenders
having contained, at the time it was furnished, any untrue statement of a material fact
or omitted to state any material fact necessary to make the statements contained therein
not misleading in light of the circumstances in which made (provided, that any such
notification pursuant to this clause (i) will not cure or remedy the effect of the prior
untrue statement of a material fact or omission of any material fact nor shall any such
notification have the effect of amending or modifying this Agreement or any of the
Schedules hereto);

as soon as possible, but in any event no later than three (3) Business Days, after(j)
the commencement of, or any material developments in, any action, investigation, suit,
proceeding, audit, claim, demand, order or dispute with, by or before any
Governmental Authority affecting any Group Member, or any officer, director, member,
executive board member or similar function-holder of any of them, or any property of
any Group Member, of the type described in Section 4.6 or which (i) seeks injunctive
or similar relief or a monetary recovery against any Group Member in excess of
$200,000 or (ii) if adversely determined, could reasonably be expected to have a
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Material Adverse Effect, notice of such commencement or development, together with
a statement by a Responsible Officer setting forth reasonable detail thereof;

as soon as possible, but in any event no later than two (2) Business Days, after(k)
an officer of any Group Member obtains knowledge of the occurrence of a Default or
Event of Default or default or event of default hereunder or under any Material
Contract, or of the termination of any Material Contract, notice of such occurrence or
termination, together with a detailed statement by a Responsible Officer setting forth
the steps being taken by the Administrative Borrower or its Subsidiaries to cure the
effect of any such Default or Event of Default or default or event of default;

as soon as possible, but in any event no later than three (3) Business Days, after(l)
an officer of any Group Member obtains knowledge of the occurrence of any event, or
the existence of any circumstance, that would reasonably be expected to have a
Material Adverse Effect, notice of such occurrence or existence, together with a
detailed statement by a Responsible Officer setting forth the nature and anticipated
effect thereof and any action proposed to be taken in connection therewith;

as soon as possible, but in any event no later than five (5) Business Days, after(m)
an officer of any Group Member obtains knowledge of the occurrence of any event
reasonably expected to result in a mandatory payment of the Obligations pursuant to
Section 2.9, notice of such occurrence, together with a detailed statement by a
Responsible Officer setting forth, in the case of a transaction, the material terms and
conditions of such transaction, and in any case estimating the Net Cash Proceeds
thereof, if any;

as soon as possible, but in any event no later than five (5) Business Days, after(n)
(i) any Group Member knows or has reason to know that any Reportable Event with
respect to any ERISA Plan has occurred, the statement of a Responsible Officer setting
forth details as to such Reportable Event and the action which the Administrative
Borrower or its Subsidiaries propose to take with respect thereto, together with a copy
of the notice of such Reportable Event to the PBGC, (ii) any Group Member fails to
make any quarterly contribution required with respect to any ERISA Plan under the IR
Code, as amended, the statement of a Responsible Officer setting forth details as to
such failure and the action which the Administrative Borrower or its Subsidiaries
propose to take with respect thereto, together with a copy of any notice of such failure
required to be provided to the PBGC, (iii) the commencement of any material labor
dispute to which any Group Member is or may become a party, including any strikes,
lockouts or other disputes relating to any of such Person’s plants and other facilities, or
the incurrence by any Group Member of any Worker Adjustment and Retraining
Notification Act or related or similar liability incurred with respect to the closing of
any plant or other facility of any such Person, the statement of a Responsible Officer
setting forth details as to such dispute or liability and the action which the
Administrative Borrower or its Subsidiaries propose to take with respect thereto or (iv)
any Group Member knows or has reason to know an ERISA Event is likely to occur;

85
203307151 v22



as soon as possible, but in any event no later than five (5) Business Days, after(o)
(i) any Group Member knows or has reason to know thereof, notice of (A) unpermitted
Releases, (B) the receipt by any Group Member of any notice of violation of or
potential Liability or similar notice under, or the existence of any condition that could
reasonably be expected to result in violations of or Liabilities under, any
Environmental Law or (C) the commencement of, or any material change to, any
action, investigation, suit, proceeding, audit, claim, written demand, dispute alleging a
violation of or Liability under any Environmental Law, that, for each of clauses (A),
(B) and (C) above (and, in the case of clause (C), if adversely determined), in the
aggregate for each such clause, could reasonably be expected to result in aggregate
Environmental Liabilities, collectively for all such Environmental Liabilities, in excess
of $200,000, or resulting, in the aggregate, in Environmental Cash Expenses in excess of
$200,000 in any fiscal year of the Administrative Borrower, in each case net of
Environmental Reimbursements in respect of such Environmental Liabilities, (ii) the receipt
by any Group Member of notification that any property of any Group Member is
subject to any Lien in favor of any Governmental Authority securing, in whole or in
part, Environmental Liabilities, notice thereof together with a copy of such notification,
and (iii) any Group Member knows or has reason to know that any proposed
acquisition or lease, license or other occupancy of Real Property has a reasonable
likelihood of resulting in Environmental Liabilities, notice thereof together with the
statement of a Responsible Officer setting forth details as to such transaction and such
Environmental Liabilities;

as soon as possible, but in any event no later than three (3) Business Days, after(p)
any Group Member knowing or having reason to know thereof, notice of the violation
by any Group Member of any Applicable Law that could have a Material Adverse
Effect;

as soon as possible, but in any event no later than two (2) Business Days, after(q)
any Group Member knowing or having reason to know thereof, notice of (a) the
creation, or filing with the Internal Revenue Service or any other Governmental
Authority, of any contractual obligation or other document extending, or having the
effect of extending, the period for assessment or collection of any taxes with respect to
any Group Member and (b) the creation of any contractual obligation of any Group
Member, or the receipt of any request directed to any Group Member, to make any
adjustment under Section 481(a) of the IR Code, by reason of a change in accounting
method or otherwise;

as soon as possible, but in any event no later than one (1) Business Day, after(r)
their distribution, copies of all (i) press releases concerning material developments in
the business of the Group Members, (ii) financial statements, reports, proxy statements
and other communications which the Administrative Borrower, any other Group
Member, shall have sent to (x) its shareholders or any other stakeholders (including,
without limitation, holders of Debt) or (y) the Securities and Exchange Commission,
the National Association of Securities Dealers, Inc., any securities exchange or any
Governmental Authority exercising similar functions;
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as soon as possible, but in any event no later than three (3) Business Days, after(s)
execution, receipt or delivery thereof, copies of any notices, demands, statements,
certificates, reports, valuations, appraisals, Borrowing Base Certificates or other
communications or documents that any Obligor executes, receives or delivers in
connection with any ABL DIP Credit Documents or other Material Contracts; provided,
that each Borrowing Base Certificate delivered by the Borrowers shall have at least the
level of detail as, and shall reflect a calculation of the borrowing base using a
methodology consistent with, the Borrowing Base Certificate delivered as of the
Closing Date;

as soon as possible, but in no event later than one (1) Business Day, after any(t)
Group Member knowing or having reason to know thereof, notice of any reduction in
the value of any Inventory, equipment, Real Property or other Collateral due to loss,
damage, sale, transfer or other Disposition or conveyance (including, without
limitation, by eminent domain or similar process) that could have a Material Adverse
Effect;

as soon as possible, but in any event no later than five (5) Business Days, after(u)
management of any Group Member obtains knowledge thereof, the identity of each
Person that obtains ownership or control of more than 5.0% of the outstanding Equity
Interests of the Administrative Borrower;

promptly, upon request of the Administrative Agent (at the direction of the(v)
Required Lenders), a written statement duly acknowledged by the Borrowers setting
forth the outstanding principal balance of the Revolving Loans and stating whether any
offsets or defenses exist against the Obligations (whether or not any Borrower is
entitled to utilize or rely on such offsets or defenses pursuant to the terms of this
Agreement and the other Loan Documents);

copies of all public filings made by any Group Member;(w)

such other information respecting the financial or other condition, and results of(x)
operations, of any Group Member, or the Collateral, as the Administrative Agent (at
the direction of the Required Lenders) or the Required Lenders may from time to time
reasonably request, including without limitation backup calculations for each
Borrowing Base Certificate in at least the level of detail provided by the Borrowers to
the ABL DIP Agent;

(i) twoone (1) Business DaysDay prior to the Closing(y)
Date, the initial Approved Budget; (ii) no later than five (5) Business Days prior to the
beginning of each fiscal month (with the first such delivery date being FebruaryMarch
25, 2013), an updated thirteen-week cash flow forecast for the succeeding thirteen-
week period in form and substance satisfactory to the Administrative Agent, in its (at
the direction of the Required Lenders in their sole discretion), which, upon acceptance
by the Administrative Agent (at the direction of the Required Lenders), shall become
the thirteen-week cash flow forecast in the Approved Budget, and (iii) on or before
12:00 p.m. New York, New York time on the third Business Day following the end of
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each fiscal week (with the first such delivery date being February 6March 13, 2013), a
Variance Report, in form and substance satisfactory to the Administrative Agent, in its
(at the direction of the Required Lenders in their sole discretion), together with a
certificate substantially in the form of Exhibit B jointly from the chief financial officer
and chief restructuring officer as to the compliance with the requirements under
Section 6.31.;

copies of all monthly reports, projections, or other information respecting(z)
Administrative Borrower’s or any of its Subsidiaries’ business or financial condition or
prospects as well as all pleadings, motions, applications and judicial information filed
by or on behalf of the Borrowers with the Bankruptcy Court or provided by or to the
U.S. Trustee (or any monitor or interim receiver, if any, appointed in any Chapter 11
Case) or the Committee, at the time such document is filed with the Bankruptcy Court,
or provided by or to the U.S. Trustee (or any monitor or interim receiver, if any,
appointed in any Chapter 11 Case) or the Committee.;

monthly at reasonable times upon the request of the Agent, (at the direction of(aa)
the Required Lenders), and confirmation of availability for, and arrange for, the chief
executive officer, chief financial officer and chief restructuring officer and other
members of management of the Borrowers to participate in a call with the Agent and
the Lenders to discuss matters relating to the Borrowers.;

(i) As soon as possible, but in any event no later than five (5) Business Days(bb)
after the Closing Date, a list describing (x) any actual or threatened termination,
cancellation or limitation of, or modification to or change in, the business relationship,
or any supply, sales or other agreement between (i) any Group Member, on the one
hand, and any customer or any group thereof, on the other hand, whose agreements
with any Group Member are individually or in the aggregate material to the business or
operations of such Group Member, or (ii) any Group Member, on the one hand, and
any supplier or any group thereof, on the other hand, whose agreements with any
Group Member are individually or in the aggregate material to the business or
operations of such Group Member and (y) the amount of revenues or purchases of the
Group Members from such customer and/or supplier in the prior fiscal year, and (ii) as
soon as possible, but in any event no later than one Business Day after any Group
Member’s knowledge of any such actual or threatened termination, cancellation,
limitation, modification or change, a notice to the Administrative Agent describing the
same and the amount of revenues or purchases of the Group Members from such
customer and/or supplier in the prior fiscal year.;

weekly at reasonable times upon the request of the Agent (at the direction of(cc)
the Required Lenders), and confirmation of availability for, and arrange for, Perella
Weinberg Partners to participate in a call with the Agent and the Lenders to discuss
matters relating to the Chapter 11 Cases and financial matters;
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not more than [___ (__)] Business Days prior to the Auction, a bid summary(dd)
matrix of qualified bidders prepared by Perella Weinberg Partners, which shall not be
distributed to Lenders who are also bidders.

Books and Records; Inspection and Examination; Appraisals.Section 5.2.

Each Obligor will, and will cause each of its Subsidiaries to, (i) keep accurate(a)
books of record and account for itself pertaining to its business, financial condition,
financial transactions, assets and liabilities, and such other matters as the
Administrative Agent may from time to time request, in which true and complete
entries in all material respects will be made in accordance with GAAP consistently
applied; (ii) upon the request of and reasonable notice by the Administrative Agent (at
the direction of the Required Lenders) to the Administrative Borrower (which notice
shall not be required during the continuance of an Event of Default), permit any
officer, employee, attorney, agent, consultant, advisor or accountant of the
Administrative AgentLenders to audit, review, make extracts from or copy any and all of
any Obligor’s corporate (and similar), financial, operating and other books and records
at all reasonable times during ordinary business hours (at the Borrowers’ expense) and
to discuss its affairs with any of its directors, officers, employees, attorneys,
consultants, advisors or agents (collectively, a “Field Review”); provided that, so long
as no Event of Default has occurred and be continuing, the Administrative Agent shall
be limited to two such Field Reviews during any twelve consecutive month period; and
(iii) permit the Administrative Agent or itsLenders or their employees, accountants,
attorneys, consultants, advisors or agents, to examine and inspect any of its property at
any time during ordinary business hours upon reasonable advance notice (which notice
shall not be required during the continuance of an Event of Default), and to
communicate directly with any registered certified public accountants (including the
Group Members’ accountants) and (iv) permit the Lenders or their employees,
accountants, attorneys, consultants, advisors or agents to examine any documents or
information contained in any data room established for or on behalf of the
Administrative Borrower or any of its Subsidiaries.  Upon prior notice to the
Administrative Borrower, each Group Member shall authorize its respective registered
certified public accountants to communicate directly with the Administrative Agent and
the Lenders and to disclose to the Administrative Agent and the Lenders all financial
statements (at the direction of the Required Lenders) and other documents and
information as they might have and the Administrative Agent requests with respect to
any Group Member.

Without limitation of the provisions of Section 5.2(a), each Obligor will(b)
cooperate with the Administrative Agent in order to enable the Administrative Agent or
the Lenders, as applicable (or one or more third-parties engaged by the Administrative
Agent or the Lenders, as applicable) to complete collateral appraisals, examinations and
audits of the Obligors’ Inventory, Accounts, financial books and records and fixed
assets as deemed necessary at any time and from time to time in the Administrative
Agent’s or the Lender’s, as applicable, Permitted Discretion.  The Borrowers shall
reimburse the Administrative Agent or the Lender, as applicable, for all reasonable
costs and expenses associated with any such appraisals, examinations and/or audits,
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including, without limitation, the Administrative Agent’s customary per diem charges
for any employees, agents, consultant or advisors of the Administrative Agent or the
Lender, as applicable conducting such appraisals, examinations and audits; provided,
that, unless a Default or Event of Default has occurred, the Borrowers shall not be
obligated to reimburse the Administrative Agent for more than one appraisal for each
type of Collateral (including, without limitation, any such appraisal with respect to
each of Accounts, Inventory, Real Property and equipment) during any twelve
consecutive month period commencing after the Closing Date.

Compliance with Laws.  Except as otherwise permitted by theSection 5.3.
Bankruptcy Code or pursuant to any order of the Bankruptcy Court, which order shall be in
form and substance acceptable to the Administrative Agent, each Obligor will, and will cause
each of its Subsidiaries to, (a) comply in all material respects with all Requirements of Law,
including without limitation Environmental Laws, (b) use and keep its assets, and require that
others use and keep its assets, only for lawful purposes, without violation of any material
Applicable Law (including any Environmental Law), or any Applicable Law (including any
Environmental Law) the violation of which could have a Material Adverse Effect.

Payment of Taxes and Other Claims; Environmental ComplianceSection 5.4.
Payments.  Except to the extent subject to the automatic stay of Section 362 of the Bankruptcy
Code, each Obligor will, and will cause each of its Subsidiaries to, pay or discharge, or cause
to be paid or discharged, when due (or, if earlier, prior to the date on which penalties attach
thereto or the obligee thereof may exercise remedies under or in respect of any Lien securing
such amounts), (a) all taxes, assessments and governmental charges levied or imposed upon it
or upon its income or profits, upon any properties belonging to it, (b) all federal, state, local
and foreign taxes required to be withheld by it, and (c) all lawful claims for labor, materials,
services and supplies which, if owing or unpaid, might by law become a Lien or charge upon
any of its properties (including without limitation any claim that might result in a Lien of the
types described in clause (c) of the definition of Permitted Liens); provided that, no Obligor
shall be required to pay any such tax, assessment, charge or claim whose amount, applicability
or validity is being contested in good faith by appropriate proceedings diligently conducted
and for which such Obligor, as applicable, has set aside adequate reserves in accordance with
GAAP, provided that no exercise of remedies under or in respect of any Lien securing such
amounts shall have been commenced, and provided further that any Lien that arises or may
exist in respect thereof is a Permitted Lien.

Maintenance of Properties; Material Contracts.Section 5.5.

Except to the extent subject to the automatic stay of Section 362 of the Bankruptcy
Code, excused by the Bankruptcy Code, or caused by the filing, commencement and
continuation of the Chapter 11 Cases and effect thereof (including any litigation resulting
therefrom), each Obligor will, and will cause each of its Subsidiaries to, keep and maintain all
of its properties necessary or useful in its business in good condition, repair and working order
(normal wear and tear excepted), including preserving and maintaining all of its Intellectual
Property; provided, however, that nothing in this Section 5.5 shall prevent any Group Member
from discontinuing the operation and maintenance of any of its properties if such
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discontinuance is, in the reasonable judgment of such Group Member, desirable in the conduct
of its business and not disadvantageous in any respect to the Secured Parties.

Except to the extent subject to the automatic stay of Section 362 of the(a)
Bankruptcy Code, excused by the Bankruptcy Code, or caused by the filing,
commencement and continuation of the Chapter 11 Cases and effect thereof (including
any litigation resulting therefrom), each Obligor will, and will cause each of its
Subsidiaries to, maintain in full force and effect all Material Contracts (and in
furtherance thereof to fulfill of its obligations thereunder), in each case necessary or
useful for the conduct of its businesses as presently conducted.

Insurance.  Upon request of the Administrative Agent (at the direction ofSection 5.6.
the Required Lenders), the Borrowers shall, within thirty (30) days following such request,
obtain endorsements naming the Administrative Agent, on behalf of the Lenders, as an
additional insured or loss payee, as applicable under all insurance policies to be maintained
with respect to the properties of the Obligors and their subsidiaries forming part of the
Lenders’ collateral, which endorsements shall provide for 30 days’ prior notice of cancellation
of such policies to be delivered to the Administrative Agent.  Each Obligor will, and will
cause each of its Subsidiaries to, at the Group Members’ expense, (i) maintain in full force
and effect insurance respecting each of the Group Members and their assets wherever located,
covering loss or damage by fire, theft, explosion, and all other hazards and risks as ordinarily
are insured against by other Persons engaged in the same or similar businesses, (ii) maintain in
full force and effect (with respect to each of the Group Members) business interruption
insurance, general liability insurance, product liability insurance, directors’ and officers’
liability insurance, fiduciary liability insurance, and employment practices liability insurance,
as well as insurance against larceny, embezzlement, and criminal misappropriation, and (iii) if
at any time the area in which any Real Property encumbered by a Mortgage is located is
designated (1) a “flood hazard area” in any Flood Insurance Rate Map published by the
Federal Emergency Management Agency (or any successor agency), and if available in the
community in which the Real Property is located, obtain flood insurance in such total amount
as the Collateral Agent may from time to time require, and otherwise comply with the
National Flood Insurance Program as set forth in the Flood Disaster Protection Act of 1973, as
it may be amended from time to time, or (2) a “Zone 1” area, obtain earthquake insurance in
such total amount as the Collateral Agent may from time to time require.  All such policies of
insurance shall be with responsible, financially sound and reputable insurance companies
acceptable to the Administrative Agent and in such amounts, and subject to such deductibles,
as is carried generally in accordance with sound business practice by companies in similar
businesses similarly situated and located and in any event in amount, adequacy and scope
reasonably satisfactory to the Administrative Agent.  All property insurance policies covering
the Term and Revolving Loan Priority Collateral shall be made payable first to the Collateral
Agent for the benefit of the Secured Parties and, secondarily, to the ABL DIP Agent for the
benefit of the ABL DIP Credit Lender and all property insurance policies covering the ABL
DIP Credit Priority Collateral shall be made payable first to the ABL DIP Agent for the
benefit of the ABL DIP Credit Lender and, secondarily, to the Agent for the benefit of the
Secured Parties, and all in case of loss, pursuant to a standard loss payable endorsement
(notwithstanding a breach of the policy by the insured party) with a standard non-contributory
“lender” or “secured party” clause and shall contain such other provisions as the
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Administrative Agent may require to fully protect the Secured Parties’ interest in the Collateral
and in any payments to be made under such policies.  All certificates of property insurance in
respect of the Collateral and general liability insurance are to be delivered to the Collateral
Agent, with loss payable or mortgagee (in respect of Collateral) and additional insured
endorsements in favor of the Collateral Agent for the benefit of the Secured Parties, subject to
the Intercreditor Agreement, and shall provide for not less than 30 days (10 days in the case of
non-payment) prior written notice to the Administrative Agent of the exercise of any right of
cancellation.  If any Group Member fails to maintain such insurance, the Administrative Agent
may arrange for such insurance, but at the Borrowers’ expense and without any responsibility
on the Administrative Agent’s part for obtaining the insurance, the solvency of the insurance
companies, the adequacy of the coverage, or the collection of claims.  Upon the occurrence of
an Event of Default, the Collateral Agent (at the direction of the Required Lenders) shall have
the sole right to file claims under any property and general liability insurance policies in
respect of the Collateral, to receive, receipt and give acquittance for any payments that may be
payable thereunder, and to execute any and all endorsements, receipts, releases, assignments,
reassignments or other documents that may be necessary to effect the collection, compromise
or settlement of any claims under any such insurance policies, subject to the rights of the ABL
DIP Agent under the Intercreditor Agreement.

Preservation of Existence.  Each Borrower will, and will cause each ofSection 5.7.
its Subsidiaries (subject to Section 6.7) to, preserve and maintain its corporate or limited
liability company (or other organizational) existence and all of its rights, privileges and
franchises necessary or desirable in the normal conduct of its business, and conduct its
business in an orderly, efficient and regular manner.

Subsidiaries.  At the time that any Group Member forms any direct orSection 5.8.
indirect Subsidiary or acquires any direct or indirect Subsidiary after the Closing Date, such
Group Member shall (a) at the time of such formation or acquisition (or such later date as
permitted by the Administrative Agent in its(at the direction of the Required Lenders in their
sole discretion)) cause any such new Subsidiary (unless it is a CFC (as defined in the Security
Agreement) and to the extent that the taking of the actions described below with respect to
such Subsidiary would result in adverse tax consequences to any of the Group Members) to
provide to the Administrative Agent a joinder and supplement to this Agreement substantially
in the form of Exhibit C (each, a “Guaranty Supplement”), pursuant to which such Subsidiary
shall agree to join as a Guarantor of the Obligations under Article IX and as an Obligor under
this Agreement, a joinder to the Security Agreement, together with all other security
documents (including Mortgages and other items in accordance with Section 5.11 and Section
5.14 with respect to any Real Property owned in fee of such new Subsidiary and any Leased
Real Property of such Subsidiary), as well as appropriate financing statements (and with
respect to all property subject to a mortgage, fixture filings), all in form and substance
satisfactory to the Administrative Agent, sufficient to grant the Collateral Agent a first priority
Lien (subject to Permitted Senior Liens) in and to the property of such newly formed or
acquired Subsidiary, together with title insurance policies, Surveys, environmental reports,
flood determinations, evidence of flood insurance (if applicable), landlord’s waivers, certified
resolutions and other Constituent Documents, opinions, and other documents as may be
requested by the Agent, (b) at the time of such formation or acquisition (or such later date as
permitted by the Administrative Agent in its(at the direction of the Required Lenders in their
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sole discretion)) provide to the Administrative Agent a pledge agreement and appropriate
certificates and powers or financing statements, pledging all of the direct or beneficial
ownership interests and other Equity Interests owned by the Obligors in such new Subsidiary
reasonably satisfactory to the Administrative Agent (at the direction of the Required Lenders)
(provided that if such Subsidiary is a CFC (as defined in the Security Agreement) and to the
extent that a pledge of more than 65% of the outstanding voting Equity Interests in such
Subsidiary would result in adverse tax consequences to any of the Group Members, no more
than 65% of the outstanding voting Equity Interests in such Subsidiary shall be required to be
so pledged), and (c) at the time of such formation or acquisition (or such later date as
permitted by Agent in its(at the direction of the Required Lenders in their sole discretion))
provide to the Administrative Agent all other documentation, including one or more opinions
of counsel reasonably satisfactory to the Administrative Agent (at the direction of the Required
Lenders), which in its opinion is appropriate with respect to the execution and delivery of the
applicable documentation referred to above (including policies of title insurance or other
documentation with respect to all Real Property with a value in excess of $200,000 owned in
fee and subject to a Mortgage).  Any document, agreement, or instrument executed or issued
pursuant to this Section 5.8 shall be a Loan Document.  Nothing contained in this Section 5.8
shall permit the formation or acquisition of a Subsidiary to the extent not permitted by, or to
the extent prohibited elsewhere in, this Agreement or any other Loan Document.

Permits.  Each Group Member will, and will cause each of itsSection 5.9.
Subsidiaries to, obtain all Permits that are required under Applicable Law, including
Environmental Law, or under contract to continue to operate the business of the Group
Members as currently operated, or that are otherwise required by the Administrative Agent (at
the direction of the Required Lenders), and in furtherance thereof to make all necessary or
appropriate filings with, and give all required notices to, Government Authorities in respect
thereof.

Lender Group Meetings.  The Administrative Borrower will (and willSection 5.10.
cause key management of each Group Member to), within 30 days after any request of the
Administrative Agent, hold a meeting (at a mutually agreeable location and time or, at the
option of the Agent, by conference call) with all Secured Parties who choose to attend such
meeting, at which meeting shall be reviewed the financial results and financial condition of
the Group Members and such other matters as the Administrative Agent may reasonably
request; provided, that, unless a Default or Event of Default exists, no more than two such
meetings shall be required, and in addition thereto, no more than two such lender calls, during
any twelve consecutive month period commencing after the Closing Date.

Real Estate.Section 5.11.

From and after the date hereof, in the event that (i) any Borrower or other(a)
Obligor acquires (x) in fee, any Real Property with a value in excess of $200,000, or
(y) by lease, any Real Property in connection with which the gross rental payments are
in excess of $100,000 annually and for which the term of the leasehold (giving effect
to any renewals and extensions at the option of the Obligors) is two years or longer, or
(ii) at the time any Person becomes a Borrower or other Obligor, such Person owns or
holds any Real Property (excluding any Real Property in respect of which the Administrative
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Agent determines, in its sole discretion, that the provision of a Mortgagewith values or gross
rental payments in excess of the amounts set forth in clause (i) above (any such Real
Property not so excluded, an “Additional Mortgaged Property”)), the Administrative
Borrower shall grant (or cause the relevant Obligor to grant), within 30 days (subject to
extension by the Administrative Agent in the Administrative Agent’s sole discretion)
after such Person acquires or holds such Real Property or becomes an Obligor, as the
case may be, a security interest in and Mortgage on such Additional Mortgaged
Property mutatis mutandis, in respect of such Additional Mortgaged Property as the
Administrative Agent (at the direction of the Required Lenders) may require.

Except to the extent subject to the automatic stay of Section 362 of the(b)
Bankruptcy Code or excused by the Bankruptcy Code, each Obligor shall make all
payments and otherwise perform all obligations in respect of all Leases to which the
Obligor or any of its Subsidiaries is a party, keep such Leases in full force and effect
and not allow such Leases to lapse or be terminated or any rights to renew such Leases
to be forfeited or cancelled, notify the Administrative Agent of any default by any
party with respect to such Leases and cooperate with the Administrative Agent in all
respects to cure any such default, and cause each of its Subsidiaries to do so.

Deposit Accounts and Securities Accounts; Cash Management.Section 5.12.

Each Obligor shall maintain its deposit accounts and securities accounts in a(a)
manner satisfactory to the Administrative Agent (at the direction of the Required
Lenders), subject to an acceptable cash management system that provides the Collateral
Agent with perfection of its Lien on and in the funds on deposit in any deposit account
under the UCC pursuant to Control Agreements and is otherwise as set forth on
Schedule 5.12, as such Schedule may be updated from time to time by the
Administrative Agent in its(at the direction of the Required Lenders in their sole
discretion) (the “Acceptable Cash Management System”).  Prior to any Obligor’s
establishment or acquisition of any deposit account or securities account after the date
of this Agreement (other than Excluded Accounts (as defined in the Security
Agreement)), the Administrative Borrower shall arrange for the delivery to the
Administrative Agent of a Control Agreement with respect to such deposit account or
securities account.  Prior to any Obligor’s (i) establishment or acquisition of any
deposit account or securities account after the date of this Agreement, that is a Non-
Controlled Account, or (ii) transfer of any funds from any account to any Non-
Controlled Account, or (iii) changing banking practices for any facility from the
deposit of funds into banking accounts governed by a Control Agreement to the
depositing of any funds into Non-Controlled Accounts, in each case in clause (i), (ii)
and (iii) the Administrative Borrower shall obtain the prior written consent of the
Administrative Agent.

There shall not be on deposit in any Non-Controlled Accounts any funds of any(b)
Group Member.  Promptly after the Closing Date each Obligor shall, and shall cause
each of its Subsidiaries to, cause all payments on Accounts and all payments
constituting proceeds of Inventory and other Collateral in the form in which such
payments are made, whether by cash, check, credit card sales drafts, credit card sales,
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charge slips or any other manner whatsoever (collectively, “Receipts”), to be sent
directly into deposit accounts that are subject to Control Agreements and are part of
the Acceptable Cash Management System.  If and to the extent that any Receipts come
into the possession or control of any of the Obligors, all such Receipts shall be held in
trust for the Collateral Agent as the property of the Agent, for the benefit of the
Secured Parties, and shall be promptly deposited into one or more deposit accounts
subject to a Control Agreement.

Subject to the rights of the Obligors hereunder, the Obligors agree that all(c)
deposits made in, and payments made to, a deposit account and other funds received
and collected by the Agent, whether on the Accounts or as proceeds of Inventory or
other Collateral or otherwise, except for Excluded Accounts (as defined in the Security
Agreement) shall be the collateral of the Collateral Agent and the ABL DIP Agent,
subject to the Intercreditor Agreement, under the sole dominion and control of the ABL
DIP Agent or the Agent.

The Borrowers jointly and severally agree to reimburse the Administrative(d)
Agent on demand for any amounts owed or paid to any financial institution or other
Person involved in the transfer of funds to or from the deposit accounts arising out of
the Administrative Agent’s payments to or indemnification of such financial institution
or other Person.  The obligation of the Borrowers to reimburse the Administrative
Agent, for such amounts pursuant to this Section 5.12, shall survive the termination or
non-renewal of this Agreement.

Inventory Sold on Consignment.  Prior to or simultaneously with anySection 5.13.
Obligor selling Inventory to any third party on consignment (“Consigned Goods”), the
Obligors shall have taken all steps necessary, including the filing of UCC-1 financing
statements and the giving of notices in accordance with the UCC, to perfect its security
interest in such Consigned Goods.  No later than 10 calendar days after receipt of such
Consigned Goods by the applicable consignee, the Administrative Agent shall have received
copies of all UCC-1 and other financing statements filed in favor of any Borrower with
respect to each location, if any, at which Consigned Goods may be located.

Further Assurances.  In connection with this Agreement and theSection 5.14.
transactions contemplated hereby, each Obligor will execute and deliver any additional
documents and instruments and perform any additional acts that may be necessary or
appropriate, in the Administrative Agent’s (exercised at the direction of the Required Lenders)
Permitted Discretion, to effectuate and perform its obligations under this Agreement and the
other Loan Documents and the transactions contemplated hereby and thereby, including
execution, delivery and filing, where applicable, of all documents requested by the
Administrative Agent or Collateral Agent appropriate to grant and perfect Liens on all
property of the Obligors in favor of the Collateral Agent to secure the Obligations, having first
priority (subject only to Permitted Senior Liens).

ERISA Compliance.Section 5.15.
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The Administrative Borrower will not, and will not permit any member of the(a)
Controlled Group to, incur any accumulated funding deficiency with the meaning of
ERISA, or any material liability to the PBGC or fail to make any minimum required
contribution (under Section 430 of the IR Code) with respect to any Pension Plan.  The
Group Company shall maintain each ERISA Plan (other than a Multiemployer Plan) in
compliance in all material respects with the applicable provisions of ERISA, the IR
Code or other Applicable Law, and shall use its reasonable efforts to cause its
Controlled Group members to do the same.

The Administrative Borrower will furnish to the Administrative Agent (i) as(b)
soon as possible and in any event within five (5) Business Days after a Responsible
Officer knows of any Reportable Event with respect to any ERISA Plan, a statement of
a Responsible Officer, setting forth details as to such Reportable Event and the action
that the Administrative Borrower proposes to take with respect thereto, together with a
copy of the notice of such Reportable Event given to the PBGC if a copy of such
notice is available to the Administrative Borrower, and (ii) promptly after receipt
thereof, a copy of any notice the Administrative Borrower or any member of the
Controlled Group may receive from the PBGC or the IRS with respect to any ERISA
Plan administered by the Administrative Borrower or any other member of the
Controlled Group; provided that clause (ii) shall not apply to notices of general
application promulgated by the PBGC or the IRS.

The Administrative Borrower will promptly notify the Administrative Agent of(c)
any taxes, fines or penalties assessed or proposed to be assessed against the
Administrative Borrower or other member of the Controlled Group by the IRS or the
U.S. Department of Labor with respect to any ERISA Plan as a result of a violation of
the IR Code or ERISA.

The Administrative Borrower will, as soon as practicable, and in any event(d)
within five (5) Business Days after the Administrative Borrower becomes aware that an
ERISA Event has occurred, provide the Administrative Agent with a certificate of a
Responsible Officer setting forth the details of the event and the action the
Administrative Borrower proposes to take with respect thereto.

The Administrative Borrower will, at the request of the Administrative Agent,(e)
deliver, or cause to be delivered, to the Administrative Agent true and correct copies of
any documents relating to any ERISA Plan.

Post Closing Obligations.  The Borrowers shall take the actions andSection 5.16.
provide the deliverables, in the manner or form and in substance satisfactory to the
Administrative Agent (at the direction of the Required Lenders), described in Schedule 5.16 as
promptly as practicable, and in any event within the due dates set forth in Schedule 5.16.

Term Loan Priority Collateral Deposit Account.  All  proceeds of theSection 5.17.
Loans shall be deposited into the Term Loan Priority Collateral Deposit Account, and all
amounts therein shall be invested at all times in cash and Cash Equivalents.  Withdrawals
from the Term Loan Priority Collateral Deposit Account shall only be used for the permitted
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purposes described under Section 2.8 or to make payments on the Obligations.  Under no
circumstances may any cash, funds, securities, financial assets or other property held in or
credited to the Term Loan Priority Collateral Deposit Account or the proceeds thereof held
therein or credited thereto be used to pay any Prepetition Indebtedness, any Prepetition
Secured Obligations (except as expressly provided in Section 2.8) or any other pre-petition
obligations or for any purpose except as permitted under the Interim Order or as otherwise
expressly permitted by the Bankruptcy Court pursuant any order of the Bankruptcy Court
(including any order made by the Bankruptcy Court prior to the entry of the Interim Order).

Section 5.16. [Reserved].

Section 5.17. [Reserved].

Milestones.  The Administrative Borrower shall comply with theSection 5.18.
milestones set forth in Schedule 5.18 with respect to the Bayside Sale (the “Milestones”).

Chief Restructuring Officer.  Borrowers will continue to appoint, retainSection 5.19.
and engage a representative of Alvarez & Marsal, or another comparable crisis management or
restructuring firm reasonably satisfactory to the Lenders, to serve as chief restructuring officer
on terms and conditions acceptable to the Administrative AgentRequired Lenders, which will
include, without limitation, assisting Borrowers in the management of their businesses,
preparation of forecasts and projections, and the formulation and implementation of strategic
initiatives in connection with the Chapter 11 Cases.  Borrowers hereby and will continue to
authorize and instruct the chief restructuring officer to (a) share with the Administrative Agent
and Lenders all budgets, records, projections, financial information, reports and other
information relating to the Collateral, the financial condition, operations and the sale,
marketing or reorganization process of the Borrowers’ businesses and assets as requested from
time to time, except to the extent access to such information would compromise the
Borrowers’ attorney-client privilege and (b) make himself available to the Administrative
Agent and the Lenders as reasonably requested by the the Administrative Agent and the
Lenders.  Borrowers will provide the chief restructuring officer, complete access to all of the
Borrowers’ books and records, all of Borrowers’ premises and to Borrowers’ management as
and when deemed necessary by the chief restructuring officer or the Administrative Agent.

Exit Lenders.  The Administrative Borrower shall (and shall cause keySection 5.20.
management of each Group Member to) cooperate with and hold meetings (at a mutually
agreeable location and time or, at the option of the Administrative Agent, by conference call)
with potential exit lenders designated by the Administrative Agent (at the direction of the
Required Lenders) at which meetings shall be reviewed the financial results and financial
condition of the Group Members and such other matters as the Administrative Agent may
reasonably request.

97
203307151 v22



ARTICLE VI
NEGATIVE COVENANTS

From the date of this Agreement and thereafter until the Commitments are terminated
or expire, and the Loans and all other Obligations have been paid in full in cash, unless the
Required Lenders shall otherwise expressly consent in writing:

Liens.  The Obligors will not, and will not permit any Subsidiary to, (i)Section 6.1.
create, incur or suffer to exist any Lien upon or on any assets (including any document or
instrument in respect of goods or accounts receivable) of any Obligor or any such Subsidiary,
now owned or hereafter acquired, or file or permit the filing of, or permit to remain in effect,
any financing statement or other similar notice of any Lien with respect to any such asset,
income or profits under the UCC or under any similar recording or notice statute, except for
Permitted Liens, or permit any such Lien to have priority over the Liens on the Collateral
created by the Loan Documents other than Permitted Senior Liens, or permit any such Lien to
have priority over the Liens on the Collateral created by the ABL DIP Credit Documents other
than Permitted Senior Liens and the Liens created by the Loan Documents, or (ii) enter into,
or suffer to exist, any control agreements (as such term is defined in the UCC), other than
Control Agreements entered into pursuant to this Agreement or the Security Agreement or the
ABL DIP Credit Agreement or other ABL DIP Credit Documents.

The prohibition provided for in this Section 6.1 specifically includes, without
limitation, any effort by the Borrower, any Committee, or any other party-in-interest in any
Chapter 11 Case to create any Liens that prime, or are senior or pari passu with, any claims,
Liens or interests of the Agent and Lenders (other than for the Carve-Out and the Liens with
respect to the ABL DIP Credit Priority Collateral securing the ABL DIP Credit Obligations)
irrespective of whether such claims, Liens or interests may be “adequately protected”.

Debt; Surety Bonds.  The Obligors will not, and will not permit anySection 6.2.
Subsidiary to, incur, create, assume, permit or suffer to exist, any Debt, except for Permitted
Debt.  The Obligors will not, and will not permit any Subsidiary to, be or remain liable with
respect to surety and appeal bonds, performance bonds, bid bonds, appeal bonds, completion
guarantee or similar obligations (whether or not drawn) except for Permitted Surety Bonds in
an aggregate amount not in excess of $30,000,000 at any time.

Investments.  The Obligors will not, and will not permit any SubsidiarySection 6.3.
to, directly or indirectly, purchase or hold beneficially any Equity Interests or other securities
or Debt of, make or permit to exist any loans or advances to, or create or acquire any
Subsidiary or acquire all or substantially all the business, property or fixed assets of, or any
division or line of business of, or make any other investment or acquire any other interest
whatsoever in, any other Person, except:

investments in cash and Cash Equivalents that are subject to a Control(a)
Agreement;

Intercompany Debt owed by (i) an Obligor to another Obligor, (ii) a Non-(b)
Obligor to another Non-Obligor, or (iii) an Obligor to a Non-Obligor; provided, that all
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Intercompany Debt owing from an Obligor to another Obligor or to a Non-Obligor
shall be subject to the terms of the Intercompany Subordination and Payment
Agreement;

investments in existence on the date of this Agreement and listed on Schedule(c)
6.3;

investments in negotiable instruments deposited or to be deposited for collection(d)
in the ordinary course of business;

advances made in connection with purchases of goods or services in the(e)
ordinary course of business;

investments received in settlement of amounts due to any Obligor or any of its(f)
Subsidiaries effected in the ordinary course of business or owing to any Obligor or any
of its Subsidiaries as a result of insolvency proceedings involving an account debtor or
upon the foreclosure or enforcement of any Lien in favor of an Obligor or its
Subsidiaries;

[Reserved];(g)

[Reserved];(h)

deposits of cash outstanding on the Petition Date made in the ordinary course of(i)
business to secure performance of operating leases;

[Reserved];(j)

[Reserved];(k)

Permitted LC ABL DIP Credit Priority Collateral; and(l)

[Reserved].(m)

Restricted Payments; Payments on Subordinated Debt and Other Debt.Section 6.4.

The Obligors will not, and will not permit any Subsidiary to, directly or(a)
indirectly, declare, order, pay, make or set apart any sum for any Restricted Payments
or set aside funds for the making of Restricted Payments, except, so long as no Default
or Event of Default has occurred and is continuing or would be caused thereby:

distributions and dividends by any Subsidiaries of the Administrative(i)
Borrower to any Obligor; and

[Reserved].(ii)

Subject to Section 6.4(c), the Obligors will not, and will not permit any(b)
Subsidiary to, directly or indirectly, declare, order, pay, make or set apart any sum for
(i) any payment or prepayment, redemption, retirement, defeasance or acquisition of or
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with respect to (A) any Subordinated Debt or, (B) any Permitted Debt referred to in
clauses (a), (b), (f) or (g) of the definition thereof or (C) except as expressly provided
in Section 2.8, the Prepetition Term Loan Obligations, or (ii) any scheduled payment,
redemption or retirement of or with respect to any Subordinated Debt

The Obligors will not, and will not permit any Subsidiary to, directly or(c)
indirectly, declare, order, pay, make or set apart any sum for any payment or
prepayment, redemption, retirement, defeasance or acquisition of or with respect to the
2011 Convertible Subordinated Debentures.

Sale or Transfer of Assets; Suspension of Business Operations.  TheSection 6.5.
Obligors will not, and will not permit any Subsidiary to, directly or indirectly, Dispose of all
or any part of their properties or any interest therein (whether in one transaction or in a series
of transactions) to any other Person, or materially reduce, or suspend, their business activities
except in connection with a transaction permitted by Section 6.7; provided, however, that the
restrictions contained in this Section 6.5 shall not apply to:

the conveyance, lease or transfer of all or part of its properties by (i) an Obligor(a)
to another Obligor, (ii) a Non-Obligor to an Obligor, or (iii) a Non-Obligor to another
Non-Obligor;

sales of Inventory to non-Affiliates in the ordinary course of business upon fair(b)
and reasonable terms not less favorable to the applicable Obligor or such Subsidiary
than could be obtained on an arm’s-length basis from another unrelated third party;

sales or leases to non-Affiliates of surplus, obsolete or worn out assets, not used(c)
or useful in such Obligor’s business, in the ordinary course of business; provided that
the aggregate fair market value of all such property so disposed of by the Obligors, at
the time of disposal, shall not exceed $200,000 in any fiscal year;

Intercompany Debt permitted under Section 6.3;(d)

[Reserved];(e)

the use or transfer of money or Cash Equivalents in a manner that is not(f)
prohibited by the terms of this Agreement or the other Loan Documents;

the licensing, on a non-exclusive basis, of patents, trademarks, copyrights, and(g)
other intellectual property rights in the ordinary course of business;

Thethe granting of Permitted Liens;(h)

Thethe subleasing of the improved real property located at 101 Almgren Drive,(i)
Agawam, MA 01001 under the terms of a Sublease dated 12/31/2004 and effective
01/07/2005 by and between School Specialty, Inc. as Sublessor and Vaupell Holdings,
Inc. as Sublessee;
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Leasing of science kits in connection with the refurbishment business of the(j)
Administrative Borrower and the Subsidiaries;

[Reserved];(k)

[Reserved];(l)

[Reserved];(m)

[Reserved];(n)

[Reserved];(o)

[Reserved];(p)

[Reserved]; and(q)

the Bayside Sale[Reserved].(r)

Restrictions on Issuance and Sale of Subsidiary Stock; AgreementsSection 6.6.
Binding on Subsidiaries.  The Obligors will not, and will not permit any Subsidiary to,
directly or indirectly:

issue or sell any Equity Interests of any class of any Subsidiary to any Person(a)
other than an Obligor;

Dispose of any Equity Interests of any class of any Subsidiary; or(b)

enter into, or be otherwise subject to, any instrument, contract or other(c)
agreement (including its Constituent Documents), or any other obligation or constraint,
that limits the amount of or otherwise imposes restrictions on:

the payment of dividends and distributions by any Subsidiary of the(i)
Administrative Borrower to the Administrative Borrower or any other such Subsidiary;

the payment or prepayment by any Subsidiary of the Administrative(ii)
Borrower of any Debt owed to the Administrative Borrower or any other such
Subsidiary;

the making of loans or advances by any Subsidiary of the Administrative(iii)
Borrower to the Administrative Borrower or any other such Subsidiary;

the transfer by any Subsidiary of the Administrative Borrower of its(iv)
property to the Administrative Borrower or any other such Subsidiary; or

the merger or consolidation of any Subsidiary of the Administrative(v)
Borrower with or into the Administrative Borrower or any other such Subsidiary;
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provided that the foregoing shall not prohibit restrictions and conditions imposed by:
(A) Applicable Laws which (taken as a whole) could not reasonably be expected to
have a Material Adverse Effect, (B) the Loan Documents, and (C) the ABL DIP Credit
Documents as in effect on the date hereof.

Consolidation, Dissolution, Amalgamation and Merger; FundamentalSection 6.7.
Changes; Asset Acquisitions; Officer Appointments.  The Obligors will not, and will not
permit any Subsidiary to, alter the corporate, capital or legal structure of any Obligor or any of
its Subsidiaries, consolidate or amalgamate with or merge into any Person, or permit any other
Person to merge into it, or liquidate, wind-up or dissolve itself (or suffer any liquidation or
dissolution), or reorganize or recapitalize, or acquire (in a transaction analogous in purpose or
effect to a consolidation or merger) all or substantially all the assets of any other Person, or
change its name or conduct its business under a fictitious name, or change its tax, charter or
other organizational identification number, or change its form or state of organization.

Restrictions on Nature of Business.  The Obligors will not, and will notSection 6.8.
permit any Subsidiary to, acquire assets in, or engage, in any line of business materially
different from that in which the Obligors are presently engaged (or that is reasonably related
thereto or a logical extension thereof), and will not purchase, lease, license or otherwise
acquire assets not related to such business.  The Obligors will not make or permit any change
in the manner in which they operate business transactions between the Obligors, on the one
hand, and the Non-Obligors, on the other hand, that could reasonably be expected to be
adverse to the interests of the Agent or the Secured Parties.

Prohibition of Entering into Negative Pledge Arrangements.  TheSection 6.9.
Obligors will not, and will not permit any Subsidiary to, enter into any agreement, bond, note
or other instrument with or for the benefit of any Person other than the Secured Parties which
would:

prohibit such Obligor or such Subsidiary from granting, or otherwise limit the(a)
ability of such Obligor or such Subsidiary to grant, to the Agent or the Secured Parties
or the ABL DIP Agent or the ABL DIP Credit Lender any Lien on any assets or
properties of such Obligor or such Subsidiary, except that the documents pertaining to
the Permitted PMM/Capital Lease Debt may prohibit Liens on the permitted assets
securing or otherwise related to such Permitted PMM/Capital Lease Debt; or

be violated or breached by the Obligors’ performance of their obligations under(b)
the Loan Documents or the ABL DIP Credit Documents.

Accounting.  The Obligors will not, and will not permit any SubsidiarySection 6.10.
to, adopt any material change in accounting principles, other than as required by GAAP, or
adopt, permit or consent to any change in its fiscal year from the year ending on the last
Saturday in April of each year, except with the consent of the Administrative Agent, or enter
into, modify, or terminate any agreement currently existing, or at any time hereafter entered
into with any third party accounting firm or service bureau for the preparation or storage of
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any Group Member’s accounting records without said accounting firm or service bureau
agreeing to provide Agent information regarding the Group Members’ financial condition.

Hazardous Substances.  The Obligors will not, and will not permit anySection 6.11.
Subsidiary to, cause or permit any Hazardous Substances to be disposed of in any manner
which might result in any liability to any Group Member, on, under or at any Real Property
which is operated by any Group Member or in which any Group Member has any interest
(including, but not limited to, as owner, tenant, lessee, sublessee or otherwise).

Transactions with Affiliates.  The Obligors will not, and will not permitSection 6.12.
any Subsidiary to, enter into or be a party to any transaction or arrangement, including,
without limitation, the purchase, sale, lease, license, transfer or exchange or other Disposition
of property, the rendering of any service or the payment of any management fees, with any
Affiliate, except:

(i) transactions between or among the Obligors not involving any other(a)
Affiliate, (ii) transactions between or among Obligors and Non-Obligors in the ordinary
course of business on terms no less favorable to the Obligors than would be obtained
in a comparable arm’s length transaction with a Person that is not an Affiliate, and (iii)
transactions between or among Non-Obligors;

any Debt permitted under clauses (a) or (c) of the defined term Permitted Debt;(b)

any payment permitted by Section 6.4;(c)

[Reserved];(d)

[Reserved];(e)

transactions (other than the payment of management, consulting, monitoring, or(f)
advisory fees) between School Specialty or its Subsidiaries, on the one hand, and any
Affiliate of School Specialty or its Subsidiaries, on the other hand, so long as such
transactions (i) are fully disclosed to the Administrative Agent prior to the
consummation thereof, if they involve one or more payments by School Specialty or its
Subsidiaries in excess of $250,000 for any single transaction or series of related
transactions, and (ii) are no less favorable, taken as a whole, to School Specialty or its
Subsidiaries, as applicable, than would be obtained in a comparable arm’s length
transaction with a Person that is not an Affiliate;

so long as it has been approved by School Specialty’s or its applicable(g)
Subsidiary’s board of directors (or comparable governing body) in accordance with
applicable law, any indemnity provided for the benefit of directors (or comparable
managers) of School Specialty or its applicable Subsidiary; and

so long as it has been approved by School Specialty’s or its applicable(h)
Subsidiary’s board of directors (or comparable governing body) in accordance with
applicable law, the payment of reasonable compensation, severance, or employee
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benefit arrangements to executive officers and outside directors of School Specialty and
its Subsidiaries.

Each Obligor will cause each of its Non-Obligor Subsidiaries to comply with all of the
terms of the Intercompany Subordination and Payment Agreement.  Notwithstanding anything
contained in this Agreement to the contrary, (x) except for Intercompany Debt permitted under
Section 6.3(b), no Obligor shall enter into any transaction with, make any loan, advance or
other investment in, or otherwise transfer any property to any Non-Obligor, and (y) the
Obligors shall not directly or indirectly declare, order, pay, make or set apart any sum for any
payment or prepayment, redemption, retirement, defeasance or acquisition of or with respect to
Intercompany Debt owed by any Obligor to any Non-Obligor, except in an aggregate amount
not in excess of $250,000 over the term of this Agreement.

No Amendments of Organization Documents, Material Contracts orSection 6.13.
ABL DIP Credit Documents.  The Obligors will not, and will not permit any Subsidiary to,
amend, supplement, terminate, suspend or otherwise modify in any way (a) any Constituent
Documents pertaining to any Group Member or (b) any Material Contract in any manner that
could be adverse to the Secured Parties or that could have a Material Adverse Effect.  The
Obligors will not, and will not permit any Subsidiary to, agree to any amendment or other
modification, refinancing, extension or renewal of, or waive any of their respective rights
under, the ABL DIP Credit Documents except as permitted under the Intercreditor Agreement
(as in effect on the date hereof).  Without limiting the foregoing, the Obligors will not, and
will not permit any Subsidiary to, amend or otherwise modify, refinance, extend or renew or
otherwise change the terms of any other Debt listed on Schedule 6.2, or make any payment
consistent with an amendment, refinancing, extension or renewal thereof or change thereto, if
the effect of such amendment, refinancing, extension or renewal or change is to increase the
interest rate on, or fees or premiums payable with respect to, such Debt, change (to earlier
dates) any dates upon which payments of principal or interest are due thereon, make more
restrictive any covenant or other agreement of any Obligor or Subsidiary thereunder, change
any event of default or condition to an event of default with respect thereto (other than to
eliminate any such event of default or increase any grace period related thereto), change the
redemption, prepayment or defeasance provisions thereof, change the subordination provisions
thereof (or of any guaranty thereof), or change any collateral therefor (other than to release
such collateral), or if the effect of such amendment or change, together with all other
amendments or changes made, is to increase materially the obligations of the obligor
thereunder or to confer any additional rights on the holders of such Debt (or a trustee or other
representative on their behalf) which would be adverse to any Obligor or to the Secured
Parties, in each case as determined by the Administrative Agent in its(at the direction of the
Required Lenders in their sole discretion).

No Sale-Leaseback Transactions.  The Obligors will not, and will notSection 6.14.
permit any Subsidiary to, directly or indirectly, become or remain liable as lessee or as a
guarantor or other surety with respect to any lease (including without limitation, a Lease),
whether an operating lease or a capitalized lease, of any property (whether real, personal or
mixed), whether now owned or hereafter acquired, (i) that any Group Member has sold or
transferred or is to sell or transfer to any other Person (other than any other Group Member)
or (ii) that any Group Member intends to use for substantially the same purpose as any other
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property that has been or is to be sold or transferred by any Group Member to any Person
(other than any Group Member) in connection with such lease, in each case except for those
lease transactions existing as of the Closing Date and set forth on Schedule 6.14.

Anti-Terrorism Laws.  The Obligors will not, and will not permit anySection 6.15.
Subsidiary to, knowingly (i) conduct any business or engage in any transaction or dealing with
any Blocked Person, including making or receiving any contribution of funds, goods or
services to or for the benefit of any Blocked Person, (ii) deal in, or otherwise engage in any
transaction relating to, any property or interests in property blocked pursuant to the Executive
Order No. 13224; or (iii) engage in or conspire to engage in any transaction that evades or
avoids, or has the purpose of evading or avoiding, or attempts to violate, any of the
prohibitions set forth in the Executive Order No. 13224 or the USA Patriot Act.  The Obligors
shall deliver to the Administrative Agent any certification or other evidence reasonably
requested from time to time by the Administrative Agent in its(at the direction of the Required
Lenders in their sole discretion), confirming the Obligors’ and their Subsidiaries’ compliance
with this Section 6.15.

Total Outstanding ABL DIP Amount.  The Obligors will not permit theSection 6.16.
Total Outstanding ABL DIP Amount to exceed $175,000,000.

[Reserved].Section 6.17.

[Reserved].Section 6.18.

[Reserved].Section 6.19.

[Reserved].Section 6.20.

[Reserved].Section 6.21.

[Reserved].Section 6.22.

Inventory at Bailees.  The Administrative Borrower will not, and willSection 6.23.
not permit any of its Subsidiaries to, store any of its Inventory at any time with a bailee,
warehouseman, or similar party except to the extent the aggregate amount of such Inventory
does not exceed $38,000,000 during the period commencing on May 1st through September
30 of each year and does not exceed $10,000,000 at any other time.

Maximum ABL Outstandings.  The Borrowers will not permit theSection 6.24.
aggregate amount of (x) ABL DIP Credit Loans and LC Obligations outstanding under the
ABL DIP Credit Documents, (y) loans, outstanding letters of credit and reimbursement
obligations in respect of drawn letters of credit under any replacement or refinancing of the
ABL DIP Credit Documents, and (z) fees payable by the Group Members in connection with
the foregoing, at any time to exceed 107.5% of the amount, at such time, of the Stated
Borrowing Base.

Proceeds of Term and Revolving Loan Priority Collateral.  The BorrowersSection 6.25.
will not permit any Net Cash Proceeds of any Dispositions of property of the Obligors
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constituting Term and Revolving Loan Priority Collateral (including without limitation from a
Carson-Dellosa Drag-Along Sale) to fail to be deposited, immediately upon receipt thereof by
any Group Member, in the Term and Revolving Loan Priority Collateral Deposit Account.  In
the case of any Disposition (or series of related Dispositions) of property of the Obligors that
includes assets constituting Term and Revolving Loan Priority Collateral, for which the
aggregate consideration received by the Obligors exceeds $50,000, the Obligors shall (x) no
later than two Business Days prior to consummation of such Disposition or of the first
Disposition in such series, notify in writing each of the Agent and the ABL DIP Agent, and
such notice shall specify (1) the property to be so Disposed of, and the portion of such
property constituting Term and Revolving Loan Priority Collateral, (2) the aggregate
consideration to be received by the Obligors in connection with such Disposition or
Dispositions, (3) the amount of the Net Cash Proceeds to be received by the Obligors in
connection with such Disposition or Dispositions, and (4) the amount of the Net Cash
Proceeds to be received by the Obligors in connection with such Disposition or Dispositions
that is to be deposited in the Term and Revolving Loan Priority Collateral Deposit Account,
and (y) immediately upon receiving any Net Cash Proceeds in respect of such Disposition or
Dispositions, notify in writing each of the Agent and the ABL DIP Agent, and such notice
shall specify (1) the amount of the Net Cash Proceeds so received by the Obligors, and (2) the
amount of the Net Cash Proceeds so received by the Obligors that has been deposited in the
Term and Revolving Loan Priority Collateral Deposit Account.

Select Agendas Legal Opinion.  The Borrowers will not permit theSection 6.26.
revenues of Select Agendas, Corp. (or any successor entity) to exceed $5,000,000 in any
trailing twelve month period, prior to the date on which the Agent shall have received (x) the
executed and favorable legal opinions of Nova Scotia counsel (or other applicable local
counsel, in the case of a successor entity) to Select Agendas, Corp. (or such successor entity),
addressing such matters as the Administrative Agent may reasonably request, and (y) executed
and, if applicable, notarized security documentation under the laws of Quebec, effective to
grant and perfect a Lien in all property of Select Agendas, Corp. (or such successor entity)
under the laws of Quebec in favor of the Collateral Agent to secure the Obligations, together
with the executed and favorable legal opinions of Quebec counsel to Select Agendas, Corp.
(or such successor entity), addressing such matters as the Administrative Agent (at the
direction of the Required Lenders) may reasonably request.

Premier School Agendas Investments.  Notwithstanding anything else toSection 6.27.
the contrary in this Agreement, the Borrowers will not permit Premier School Agendas, Ltd.
or any other Non-Obligor to (x) make a Restricted Payment to any Obligor constituting (or
giving such Obligor any right to receive from Premier School Agendas, Ltd. or any other Non-
Obligor) cash or Cash Equivalents, or (y) make any loan or advance to, or investment of cash
or Cash Equivalents in, any Obligor.

Chapter 11 Claims.  The Borrowers will not, and will not permit anySection 6.28.
Borrower to, incur, create, assume, suffer to exist or permit any other super priority claim or
Lien on any Collateral which is pari passu with or senior to the Obligations (or the Liens
securing the Obligations) hereunder, except in each case for the Carve Out, and Liens with
respect to the ABL DIP Credit Priority Collateral.
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Prohibited Use of Proceeds.  Unless and to the extent provided in theSection 6.29.
DIP Order or Section 2.8, the Borrowers will not, and will not permit any Borrower (a) to, use
any cash or Cash Equivalents (including any proceeds of the Loans) to fund any objection,
proceeding or other litigation (i) against the Administrative Agent, the Lenders, the Prepetition
Term Loan Agent or the Prepetition Term Loan or the Lenders, (ii) challenging the validity,
perfection, priority, extent or enforceability of the Liens or security interests granted to the
Administrative Agent, the Lenders, the Prepetition Term Loan Agent or the Prepetition Term Loan
or the Lenders, or (iii) challenging, disputing or objecting to the claims of the Administrative
Agent, the Lenders, the Prepetition Term Loan Agent or the Prepetition Term Loan or the Lenders
or (b) to use the proceeds of any Loan to (i) repay or prepay any of the Debt under the
Prepetition ABL Credit Documents or the ABL DIP Credit Documents (including any interest,
fees, costs and expenses, tax or indemnification obligations) or, (ii) any Taxes incurred upon
or as a result of the Disposition of the ABL DIP Credit Priority Collateral. or (iii)
affirmatively commencing or supporting, or paying 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 Agent or the Lender (or any of their affiliates).

Amendments to the DIP Order.  The Borrowers will not, and will notSection 6.30.
permit any Borrower to, in each case itself or on its behalf, amend, supplement or otherwise
modify the DIP Order without the written consent of the Administrative Agent, in its (at the
direction of the Required Lenders in their sole discretion).

Variance Test.  Borrowers will not permitSection 6.31.

(i) the aggregate amount of the actual receipts of the type set forth in the line(a)
item “Collections” on the accepted  thirteen-week cash flow forecast under the
Approved Budget during any first fiscal week of any fiscal month of the
Administrative Borrower (the first such fiscal week ending on February 2March 9,
2013) (each, a “Single Test Week”) to be less than 75% of the budgeted amount, or
(ii) the average amount of such actual receipts in any rolling two fiscal week period of
any fiscal month of the Administrative Borrower (for the avoidance of doubt, such
rolling two fiscal week period ends on the end of the second, third, fourth and (if
applicable) fifth fiscal week of each fiscal month) (each, a “Rolling Two Week Test
Period”) to be less than 80% of the average budgeted amounts for such period, in each
case of (i) and (ii), set forth in the line item “Collections” on the accepted  thirteen-
week cash flow forecast under the Approved Budget;

the average amount of the actual disbursements of the type set forth in the line(b)
item “Payroll” on the accepted thirteen-week cash flow forecast under the Approved
Budget in any Rolling Two Week Test Period to exceed 110% of the average of the
budgeted amounts for such period set forth in the line item “Payroll” on the accepted
thirteen-week cash flow forecast under the Approved Budget;

(i) the aggregate amount of the actual disbursements of the type set forth in any(c)
of the line items “Debtor Professional Fees”, “Professional Fees for Unsecured
Creditors”, “AP Disbursement” and “Total Disbursements” on the accepted  thirteen-
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week cash flow forecast under the Approved Budget in any Single Test Week to
exceed 115% of the budgeted amount, or (ii) the average amount of each type of such
disbursements in any Rolling Two Week Test Period to exceed 110% of the average of
the budgeted amounts for such period, in each case of (i) and (ii), set forth in the
corresponding line item “Debtor Professional Fees”, “Professional Fees for Unsecured
Creditors”, “AP Disbursement” and “Total Disbursements” on the accepted  thirteen-
week cash flow forecast under the Approved Budget;

(i) the sum of the aggregate amounts of the actual disbursements of the types(d)
set forth in line items “Debtor Professional Fees”, “Professional Fees for Unsecured
Creditors” and “Restructuring/Other Profess. Fees” on the accepted thirteen-week cash
flow forecast under the Approved Budget (the “Professional Fees Line Items”) in any
Single Test Week to exceed 115% of sum of the budgeted amounts, or (ii) the average
amount of the sum of such types of disbursements in any Rolling Two Week Test
Period to exceed 110% of the average of the sum of the budgeted amounts for such
period, in each case of (i) and (ii), set forth in the Professional Fees Line Items on the
accepted thirteen-week cash flow forecast under the Approved Budget,; or

(i) the aggregate amount of the actual net cash flows of the type set forth in any(e)
of the line items “Net Cash Flows” on the accepted  thirteen-week cash flow forecast
under the Approved Budget during any Single Test Week to be (x) less than 85% of
the budgeted amount if such budgeted amount is positive or (y) more than 115% of the
budgeted amount if such budgeted amount is negative, or (ii) the average amount of
such type of net cash flows in any Rolling Two Week Test Period to be (x) less than
85% of the average of the budgeted amounts for such period if such average is positive
or (y) more than 115% of the average of the budgeted amounts if such average is
negative, in each case of (i) and (ii), set forth in the corresponding line item “Net Cash
Flows” on the accepted  thirteen-week cash flow forecast under the Approved Budget.

Notwithstanding the variance tests set forth in Section 6.31(c) and (e) of this Agreement and solely
with respect to the variance tests set forth therein, (i) the fiscal week ending February 2, 2013 (“Week
1”) and the fiscal week ending February 9, 2013 (“Week 2”) in the Approved Budget will be combined
and treated as a Single Test Week and (ii) such tests with respect to any Rolling Two Week Test
Period 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).

ARTICLE VII
EVENTS OF DEFAULT; RIGHTS AND REMEDIES

Events of Default.  “Event of Default”, wherever used herein, means anySection 7.1.
one of the following events or circumstances:

Failure to pay any principal of any Loan or Note, in each case when the same(a)
becomes due and payable (whether at stated maturity or due date, on demand, upon
acceleration or otherwise); or

Failure to pay any interest on any Loan or Note or other Obligation, or any(b)
fees, costs, expenses, indemnities, reimbursements or other amounts required to be paid
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by any Obligor under this Agreement or any other Loan Document, in each case when
the same becomes due and payable (whether at stated maturity or due date, on demand,
upon acceleration or otherwise); or

(i) Any Group Member shall default in the performance of, or breach, any(c)
covenant or other agreement on the part of, or applicable to, such Group Member
contained in this Agreement or any other Loan Document (other than a covenant or
agreement a default in whose performance or whose breach is elsewhere in this Section
7.1 specifically dealt with), and, solely in the case of a default in the performance of
the provisions in Sections 5.2, 5.3, 5.4, 5.5, 5.11(b), 5.14, such default and all
consequences thereof have not been cured within five (5) days; or (ii) any Default or
default or Event of Default or event of default shall occur under any ABL DIP Credit
Documents; or

Except pursuant to a valid, binding and enforceable termination or release(d)
permitted under the Loan Documents and executed by the Administrative Agent or as
otherwise expressly permitted under any Loan Document, (i) any provision of any Loan
Document shall, at any time after the delivery of such Loan Document, fail to be valid
and binding on, or enforceable against, any Obligor party thereto, (ii) any Loan
Document purporting to grant a Lien to secure any Obligation shall, upon or at any
time after the delivery of such Loan Document, fail to create a valid and enforceable
Lien on any Collateral or such Lien shall fail or cease to be a perfected Lien with the
priority required in the relevant Loan Document, (iii) any subordination provision
pertaining to Subordinated Debt shall, in whole or in part, terminate or otherwise fail
or cease to be valid and binding on, or enforceable against, any holder of Subordinated
Debt or any trustee or representative thereof, or (iv) any Group Member, or any
Affiliate thereof, shall assert that any of the events described in clause (i), (ii) or (iii)
above shall have occurred or exist, or shall contest the validity or enforceability of any
Loan Document, or of any such Lien or subordination provision; or the perfection or
priority of any such Lien; or

[Reserved]; or(e)

Any representation, warranty or certification made, or deemed made, by or on(f)
behalf of any Group Member (or any of the officers of any such entity) in this
Agreement or any other any Loan Document (including pursuant to any request for
Loans), or in any other certificate, instrument, or statement contemplated by or made or
delivered pursuant to or in connection with any Loan Document, shall prove to have
been untrue or incorrect in any material respect (of if such representation is subject to
materiality exceptions, in any respect) when made or deemed made; or

After the Petition Date, one or more judgments, orders, decrees, writs, or(g)
warrants of attachment or execution (or other similar process) shall be rendered against
any Group Member or issued or levied against a substantial part of the property of any
Group Member (i) (A) in the case of money judgments, orders and decrees, involving
an aggregate amount (excluding amounts adequately covered by insurance payable to
any Group Member, to the extent the relevant insurer has confirmed in writing
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coverage and liability therefor) in excess of $200,000 for all Group Members in the
aggregate, or (B) otherwise, that would have, in the aggregate, a Material Adverse
Effect and (ii) (A) enforcement proceedings shall have been commenced by any
creditor upon any such judgment, order, decree, writ, warrant or similar process or (B)
such judgment, order, decree, writ, warrant or similar process shall not have been
vacated or discharged for a period of 20 consecutive days and there shall not be in
effect (by reason of a pending appeal or otherwise) any stay of enforcement thereof; or

Any Group Member is convicted of, or admits in writing its culpability for, a(h)
violation of (i) any criminal statute (or non-statutory Applicable Law relating to
criminal offenses) in any jurisdiction constituting a felony offense or, whether or not a
felony offense, an act of fraud, money laundering, larceny or similar offense or (ii) any
statute or other Applicable Law, if forfeiture of, or the imposition of a Lien or other
claim by any Person (other than the Collateral Agent) on or in respect of, any
Collateral is a possible remedy or penalty that may lawfully be sought for such
violation; or

After the Petition Date, any Group Member (i) fails to make any payment when(i)
due (whether by scheduled maturity, required prepayment, acceleration, demand, or
otherwise) in respect of any Debt incurred or arising after the Petition Date (other than
the Obligations) having an aggregate principal amount (including undrawn committed
or available amounts and including amounts owing to all creditors under any combined
or syndicated credit arrangement) of more than $200,000, or in respect of any other
material contractual obligation or agreement of such Group Member incurred or arising
after the Petition Date (including any Material Contract), and such failure continues
after the applicable grace or notice period, if any, specified in the document relating
thereto on the date of such failure; or (ii) fails to perform or observe any other
condition or covenant incurred or arising after the Petition Date under any agreement
or instrument relating to any such Debt, contractual obligation or other agreement, or
any other event shall occur or condition exist under any agreement or instrument
relating to any such Debt, contractual obligation or other agreement, that is a default or
event of default thereunder or gives rise to a right of any other Person to terminate any
such agreement or accelerate any such Debt; or (iii) permits to occur or exist after the
Petition Date any default or early termination event with respect to any Hedge
Agreement to which any Group Member is a party under which the aggregate liability
of the Group Members is more than $200,000, other than (x) any default arising prior
to the Petition Date, (y) due to the filing, commencement and continuation of the
Chapter 11 Cases and any litigation resulting therefrom), or (z) due to restrictions on
payments arising thereby; or

Any occurrence of one or more ERISA Events that, either individually or in the(j)
aggregate, (a) have had or could reasonably be expected to result in a Liability in
excess of $50,000 or (b) result in a Lien on any of the assets of any Group Member; or

Any Group Member incurring or becoming liable for, or (except to the extent(k)
disclosed on Schedule 4.12) being liable for or suffering to exist, any Environmental
Liability (i) that, individually or in the aggregate together with all other such
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Environmental Liabilities of the Group Members taken as a whole, could reasonably be
expected to have a Material Adverse Effect or result in a material diminution of the
value of the Collateral, or (ii) in an aggregate amount, collectively for all such
Environmental Liabilities, in excess of $50,000; or

Except to the extent permitted by Section 6.5 or Section 6.7, any Group Member(l)
shall liquidate, dissolve, terminate or suspend its business operations or any substantial
part thereof or otherwise fail to operate its business in the ordinary course (except for
the filing, commencement and continuation of the Chapter 11 Cases and events that
customarily result from the filing, commencement and continuation of the Chapter 11
Cases), or shall sell all or a material part of its assets, or a material part of its property
or business is taken, lost or impaired through condemnation or otherwise, the loss of
which could reasonably be expected to have a Material Adverse Effect, or the
management of any Group Member or is displaced of its authority in the conduct of its
business or such business is curtailed or materially impaired, whether by action of any
Governmental Authority or otherwise; or

A Change of Control shall occur; or(m)

A Material Adverse Effect shall occur; or(n)

There shall occur one or more casualty or condemnation losses (excluding(o)
amounts adequately covered by insurance payable to any Group Member, to the extent
the relevant insurer has confirmed in writing coverage and liability therefor) in an
aggregate amount in excess of $200,000 in connection with the properties of the Group
Members; or

Any scheduled or non-scheduled payment, redemption, retirement, or other(p)
satisfaction of or with respect to any principal, interest or other amount payable on or
with respect to any Subordinated Debt shall occur; or

[Reserved]; or(q)

A Cash Dominion Event shall occur; or(r)

There shall have occurred any of the following in any Chapter 11 Case:(s)

the bringing of a motion, taking of any action or the filing of any plan(i)
of reorganization or disclosure statement attendant thereto, in each case, by any Obligor
in any Chapter 11 Case, or the entry of any order by the Bankruptcy Court in any
Chapter 11 Case: (w) to obtain additional financing under Section 364(c) or (d) of the
Bankruptcy Code not otherwise permitted pursuant to this Agreement or that does not
provide for the repayment of all Obligations under this Agreement in full in cash; (x)
to grant any Lien other than Liens expressly permitted under this Agreement upon or
affecting any Collateral; (y) except as provided in the Interim or Final Order, as the
case may be, to use cash collateral of Agent under Section 363(c) of the Bankruptcy
Code without the prior written consent of the Agent and the Required Lenders; or (z)
that (in the case of any Obligor) requests or seeks authority for or that (in the case of
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an order entered by the Bankruptcy Court on account of a request by any Obligor)
approves or provides authority to take any other action or actions adverse to the Agent
and the Lenders or their rights and remedies hereunder or their interest in the
Collateral;

the filing of any plan of reorganization or disclosure statement attendant(ii)
thereto, or any direct or indirect amendment to such plan or disclosure statement, by
any Obligor which does not provide for the repayment of all Obligations under this
Agreement in full in cash on the earlier of the “Effective Date” of such plan and the
Maturity Date, and to which the Agent and the Required Lenders do not consent or
otherwise agree to the treatment of their claims or the termination of any Obligor’s
exclusive right to file and solicit acceptances of a plan of reorganization;

the entry of an order in any of the Chapter 11 Cases confirming a plan(iii)
or plans of reorganization that does not (a) contain a provision for repayment in full in
cash of all of the Obligations under this Agreement on or before the earlier of the
effective date of such plan or plans and the Maturity Date and (b) provide for the
continuation of the Liens and security interests granted to the Collateral Agent for the
benefit of the Lenders and priority until the Obligations have been paid in full in cash;

the entry of an order amending, supplementing, staying, vacating or(iv)
otherwise modifying any Loan Document or the Interim Order or the Final Order in
any case without the prior written consent of Agent and the Required Lenders;

the Final Order is not entered  within thirty (30) days on or before March(v)
15, 2013 (or such other period as Agent and Required Lenders may agree to in writing)
following the entry of the Interim Order;

the payment of, or application by any Obligor for authority to pay, any(vi)
pre-petition claim without the  Agent’s and Required Lenders’ prior written consent
other than as provided in any “first day order” in form and substance acceptable to
Required Lenders and as set forth in the Approved Budget or unless otherwise
permitted under this Agreement;

the entry of an order by the Bankruptcy Court appointing, or the filing(vii)
of an application by any Obligor, for an order seeking the appointment of, in either
case with the consent of the Required Lenders,  an interim or permanent trustee in any
Chapter 11 Case or the appointment of a receiver or an examiner under section 1104 of
the Bankruptcy Code in any Chapter 11 Case with expanded powers (beyond those set
forth in sections 1106(a)(3) and 1106(a)(4) of the Bankruptcy Code) to operate or
manage the financial affairs, the business, or reorganization of the Borrowers or with
the power to conduct an investigation of (or compel discovery from) Agent or Lenders
or against Prepetition Term Loan Agent or Prepetition Term Loan Lenders under the
Prepetition Term Loan Documents; or the sale without the Agent’s and Required Lenders’
consent, of all or substantially all of a Borrower’s assets either through a sale under
section 363 of the Bankruptcy Code, through a confirmed plan of reorganization in the
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Chapter 11 Cases, or otherwise that does not provide for payment in full in cash of the
Obligations;

the dismissal of any Chapter 11 Case which does not contain a provision(viii)
for payment in full in cash of all noncontingent monetary Obligations of the Borrowers
hereunder, or if any Obligor shall file a motion or other pleading seeking the dismissal
of any Chapter 11 Case which does not contain a provision for payment in full in cash
of all noncontingent monetary Obligations of the Borrowers hereunder;

the conversion of any Chapter 11 Case from one under chapter 11 to(ix)
one under chapter 7 of the Bankruptcy Code or any Obligor shall file a motion or other
pleading seeking the conversion of any Chapter 11 Case under section 1112 of the
Bankruptcy Code or otherwise;

the entry of an order by the Bankruptcy Court granting relief from or(x)
modifying the automatic stay of Section 362 of the Bankruptcy Code (x) to allow any
creditor to execute upon or enforce a Lien on any Collateral, or (y) with respect to any
Lien of or the granting of any Lien on any Collateral to any state or local
environmental or regulatory agency or authority;

the entry of an order in any Chapter 11 Case avoiding or requiring(xi)
repayment of any portion of the payments made on account of the Obligations owing
under this Agreement or the other Loan Documents;

the failure of any Obligor to perform any of its obligations under the(xii)
Interim Order or the Final Order or any violation of any of the terms of the Interim
Order or the Final Order;

(xiii)  the challenge by any Obligor to the validity, extent, perfection or priority of any
liens granted under the Prepetition Term Loan Documents;

[Reserved];(xiii)

the remittance, use or application of the proceeds of Collateral other(xiv)
than in accordance with cash management procedures and agreements acceptable to
Agentthe Required Lenders;

the use of cash collateral of the [Prepetition Agents] and [Prepetition(xv)
Debt Holders] for any purpose other than to pay expenditures set forth in the Approved
Budget;

the entry of an order in any of the Chapter 11 Cases granting any other(xvi)
super priority administrative claim or Lien equal or superior to that granted to Agent,
on behalf of itself and Lenders without the consent in writing of Agent and Required
Lenders other than Liens with respect to the ABL DIP Credit Priority Collateral;

the filing of a motion by any Obligor requesting, or the entry of any(xvii)
order granting, any super-priority claim which is senior or pari passu with the Lenders’
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claims or with the claims of the [Prepetition Debt Holders] under the [Prepetition Debt
Documents];

the entry of an order precluding the  Agent or Prepetition Term Loan(xviii)
Agent to have the right to or be permitted to “credit bid”;

the obtaining of additional financing or the granting of Liens not(xix)
expressly permitted hereunder;

the use of cash collateral without the prior written consent of the  Agent(xx)
and Required Lenders;

any attempt by an Obligor to reduce, set off or subordinate the(xxi)
Obligations or the Liens securing such Obligations to any other Debt;

the reversal, vacation or stay of the effectiveness of either the Interim(xxii)
Order or the Final Order;

the payment of or granting adequate protection (except for Adequate(xxiii)
Protection Payments) with respect to any Prepetition Indebtedness (other than with
respect to payment permitted  under any “first day order” in form and substance satisfactory
to the Lenders or as set forth in the Interim Order or the Final Order);

an application for any of the orders described in this Section 7.1(s)(xxiv)
including, without limitation, clauses (i), (iii), (iv), (viii), (ix), (x), (xi) (xvi) or (xviii)
shall be made by a Person other than the Agent or the Lenders and such application is
not contested by the Borrowers in good faith and the relief requested is granted in an
order that is not stayed pending appeal;

the cessation of Liens or super-priority claims granted with respect to(xxv)
this Agreement to be valid, perfected and enforceable in all respects; or

the Bankruptcy Court shall cease to have exclusive jurisdiction with(xxvi)
respect to all matters relating to the exercise of rights and remedies under the Loan
Documents, the DIP Order, DIP Liens and the Collateral;

(xxvii)  the challenge by any Obligor to the validity, extent and enforceability of the
“Early Payment Fee”  that became payable under and as defined in the Prepetition Term Loan
Agreement; or

[Reserved];(xxvii)

A representative of Alvarez & Marsal ceases to serve as chief restructuring(t)
officer and the Administrative Borrower fails to appoint a replacement reasonably
acceptable to the Required Lenders within seven days following such cessation of
service.; or

Any creditor executes upon or enforces a Lien in any Collateral; or(u)
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Any Insolvency Proceeding is commenced by or against a Group member that is(v)
not a Debtor in the Chapter 11 Cases without the consent of the Administrative Agent.

Rights and Remedies.  Upon the occurrence and during the continuanceSection 7.2.
of an Event of Default (unless waived in writing by the Required Lenders), the Administrative
Agent (at the direction of the Required Lenders) may upon five (5) days’ written notice to the
Administrative Borrower (and, upon written request of the Required Lenders, the
Administrative Agent shall) exercise any or all of the following rights and remedies:

declare all or any portion of the Commitments, if then in effect, to be(a)
terminated, whereupon the same shall forthwith terminate;

declare all or any portion of the unpaid principal amount of the Loans, all(b)
interest accrued and unpaid thereon, and all other Obligations to be forthwith
immediately due and payable or otherwise accelerated, whereupon the Loans, all such
accrued interest and all such other Obligations shall become and be forthwith due and
payable, without presentment, demand, protest or further notice of any kind, all of
which are hereby expressly waived by each Obligor;

apply any and all monies owing by any Secured Party to any Group Member to(c)
the payment of the Loans, including interest accrued thereon, or to payment of any or
all other Obligations then owing by the Obligors;

exercise and enforce the rights and remedies available to the Agent, the Lenders(d)
or any other Secured Party under any Loan Document and under Applicable Law,
including all rights and remedies with respect to the Collateral under the Loan
Documents and under Applicable Law; and

exercise any other rights and remedies available to the Agent (including,(e)
without limitation, hereunder and under any other Loan Documents), the Lenders or
any other Secured Party under Applicable Law, any Loan Document or otherwise.

Such rights and remedies include the rights (subject to the provisions of the Intercreditor
Agreement, where applicable) to (i) take possession of any Collateral; (ii) require the Obligors
to assemble Collateral, at the Obligors’ expense, and make it available to the Collateral Agent
at a place designated by the Collateral Agent; (iii) enter any premises where Collateral is
located and store Collateral on such premises until sold (and if the premises are owned or
leased by an Obligor, such Obligor agrees not to charge for such storage); and (iv) Dispose of
any Collateral in its then condition, or after any further manufacturing or processing thereof, at
public or private sale, with such notice as may be required by Applicable Law, in lots or in
bulk, and at such locations, all as the Collateral Agent, in its discretion, deems advisable.
Each Obligor agrees that 10 days’ notice of any proposed Disposition of Collateral by the
Collateral Agent shall be reasonable.  The Collateral Agent shall have the right to conduct
such sales on any Obligor’s premises, without charge, and such sales may be adjourned from
time to time in accordance with Applicable Law.  The Collateral Agent shall have the right to
Dispose of any Collateral for cash, credit or any combination thereof, and the Collateral Agent
may purchase any Collateral at public or, if permitted by law, private sale and, in lieu of
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actual payment of the purchase price, may “credit bid” or otherwise set off the amount of
such price against the Obligations.

Each Obligor hereby agrees that:  (a) so long as the Agent complies with its obligations, if
any, under the CodeUCC, the Agent, the Lenders, and the other Secured Parties shall not in
any way or manner be liable or responsible for:  (i) the safekeeping of the Collateral, (ii) any
loss or damage thereto occurring or arising in any manner or fashion from any cause, (iii) any
diminution in the value thereof, or (iv) any act or default of any carrier, warehouseman, bailee,
forwarding agency, or other Person, and (b) all risk of loss, damage, or destruction of the
Collateral shall be borne by the Obligors.

At any time during an Event of Default, the Agent, the Lenders, the other Secured Parties and
any of their Affiliates are authorized, to the fullest extent permitted by Applicable Law, to set
off and apply any and all deposits (general or special, time or demand, provisional or final, in
whatever currency) at any time held and other obligations (in whatever currency) at any time
owing by the Agent, such Lender, such other Secured Party or such Affiliate to or for the
credit or the account of an Obligor against any Obligations, irrespective of whether or not the
Agent, such Lender, such other Secured Party or such Affiliate shall have made any demand
under this Agreement or any other Loan Document and although such Obligations may be
contingent or unmatured or are owed to a branch or office of the Agent, such Lender, such
other Secured Party or such Affiliate different from the branch or office holding such deposit
or obligated on such obligation.  The rights of the Agent, each Lender, each such other
Secured Party and each such Affiliate under this Section are in addition to other rights and
remedies (including other rights of setoff) that such Person may have.

ARTICLE VIII
AGREEMENT AMONG LENDERS AND AGENT

Authorization; Powers.  Each Lender irrevocably appoints and authorizesSection 8.1.
the Administrative Agent to act as administrative agent, and the Collateral Agent to act as
collateral agent, for and on behalf of such Lender to the extent provided herein, in any Loan
Documents (including by way of acting as “Secured Party” under any Loan Document relating
to Collateral) or in any other document or instrument delivered hereunder or in connection
herewith, and to take such other actions as may be reasonably incidental thereto.  The
Administrative Agent agrees to act as administrative agent for each Lender, and the Collateral
Agent agrees to act as collateral agent for each Lender, upon the express conditions contained
in this Article VIII , but in no event shall the Agent constitute a fiduciary of any Lender, nor
shall the Agent have any fiduciary responsibilities in respect of any Lender.  In furtherance of
the foregoing, and not in limitation thereof, each Lender irrevocably (a) authorizes the Agent
to execute and deliver and perform those obligations under each of the Loan Documents to
which the Agent is a party as are specifically delegated to the Agent, and to exercise all rights,
powers and remedies as may be specifically delegated hereunder or thereunder, together with
such additional powers as may be reasonably incidental thereto, (b) appoints the Agent as
nominal beneficiary or nominal secured party, as the case may be, under the Loan Documents
and all related UCC financing statements (to the extent of the collateral security granted with
respect to the Obligations), and (c) authorizes the Agent to act as agent of and for such Lender
for purposes of holding, perfecting and Disposing of Collateral under the Loan Documents.
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As to any matters not expressly provided for by the Loan Documents, the Agent shall not be
required to exercise any discretion or take any action, but shall be required to act or to refrain
from acting (and shall be fully protected in so acting or refraining from acting) upon the
instructions of the Required Lenders or, if so required pursuant to Section 10.2, upon the
instructions of all Lenders; provided, however, that except for action expressly required of the
Agent hereunder, the Agent shall in all cases be fully justified in failing or refusing to act
hereunder unless it shall be indemnified to its satisfaction by the Lenders against any and all
liability and expense which may be incurred by it by reason of taking or continuing to take
any such action, and the Agent shall not in any event be required to take any action which is
contrary to the Loan Documents or Applicable Law.

The Lenders hereby irrevocably authorize Agent to release any Lien on any(a)
Collateral (i) upon the termination of the Commitments and payment and satisfaction
in full by Borrowers of all of the Obligations, (ii) constituting property being Disposed
of if a release is required or desirable in connection therewith and if Administrative
Borrower certifies to Agent that the Disposition is permitted under Section 6.5 (and
Agent may rely conclusively on any such certificate, without further inquiry), (iii)
constituting property in which School Specialty or its Subsidiaries owned no interest at
the time Agent’s Lien was granted nor at any time thereafter, or (iv) constituting
property leased to School Specialty or its Subsidiaries under a lease that has expired or
is terminated in a transaction permitted under this Agreement.  The Obligors and the
Lenders hereby irrevocably authorize Agent, based upon the instruction of the Required
Lenders, to (a) consent to, credit bid or purchase (either directly or through one or
more acquisition vehicles) all or any portion of the Collateral at any sale thereof
conducted under the provisions of the Bankruptcy Code, including under Section 363
of the Bankruptcy Code, (b) credit bid or purchase (either directly or through one or
more acquisition vehicles) all or any portion of the Collateral at any Disposition
thereof conducted under the provisions of the CodeUCC, including pursuant to Sections
9-610 or 9-620 of the CodeUCC, or (c) credit bid or purchase (either directly or
through one or more acquisition vehicles) all or any portion of the Collateral at any
other sale or foreclosure conducted by Agent (whether by judicial action or otherwise)
in accordance with applicable law.  In connection with any such credit bid or purchase,
(i) the Obligations owed to the Lenders shall be entitled to be, and shall be, credit bid
on a ratable basis (with Obligations with respect to contingent or unliquidated claims
being estimated for such purpose if the fixing or liquidation thereof would not unduly
delay the ability of Agent to credit bid or purchase at such Disposition of the Collateral
and, if such claims cannot be estimated without unduly delaying the ability of Agent to
credit bid, then such claims shall be disregarded, not credit bid, and not entitled to any
interest in the asset or assets purchased by means of such credit bid) and the Lenders
whose Obligations are credit bid shall be entitled to receive interests (ratably based upon
the proportion of their Obligations credit bid in relation to the aggregate amount of
Obligations so credit bid) in the asset or assets so purchased (or in the Equity Interests
of the acquisition vehicle or vehicles that are used to consummate such purchase), and
(ii) Agent, based upon the instruction of the Required Lenders, may accept non-cash
consideration, including debt and equity securities issued by such acquisition vehicle or
vehicles and in connection therewith Agent may reduce the Obligations owed to the
Lenders (ratably based upon the proportion of their Obligations credit bid in relation to
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the aggregate amount of Obligations so credit bid) based upon the value of such non-
cash consideration.  Except as provided above, Agent will not execute and deliver a
release of any Lien on any Collateral without the prior written authorization of (y) if
the release is of all or substantially all of the Collateral, all of the Lenders, or (z)
otherwise, the Required Lenders.  Upon request by Agent or Administrative Borrower
at any time, the Lenders will confirm in writing Agent’s authority to release any such
Liens on particular types or items of Collateral pursuant to this Section 8.1(b);
provided, that (1) Agent shall not be required to execute any document necessary to
evidence such release on terms that, in Agent’s opinion, would expose Agent to
liability or create any obligation or entail any consequence other than the release of
such Lien without recourse, representation, or warranty, and (2) such release shall not
in any manner discharge, affect, or impair the Obligations or any Liens (other than
those expressly being released) upon (or obligations of any Obligor in respect of) all
interests retained by any Loan Party, including, the proceeds of any Disposition, all of
which shall continue to constitute part of the Collateral.  The Lenders further hereby
irrevocably authorize Agent, at its option and in its sole discretion, to subordinate any
Lien granted to or held by Agent under any Loan Document to the holder of any
Permitted Lien on such property if such Permitted Lien secures Permitted PMM/Capital
Lease Debt.

Agent shall have no obligation whatsoever to any of the Lenders to assure that(b)
the Collateral exists or is owned by School Specialty or its Subsidiaries or is cared for,
protected, or insured or has been encumbered, or that Agent’s Liens have been properly
or sufficiently or lawfully created, perfected, protected, or enforced or are entitled to
any particular priority, or that any particular items of Collateral meet the eligibility
criteria applicable in respect thereof or whether to impose, maintain, reduce, or
eliminate any particular reserve hereunder or whether the amount of any such reserve is
appropriate or not, or to exercise at all or in any particular manner or under any duty
of care, disclosure or fidelity, or to continue exercising, any of the rights, authorities
and powers granted or available to Agent pursuant to any of the Loan Documents, it
being understood and agreed that in respect of the Collateral, or any act, omission, or
event related thereto, subject to the terms and conditions contained herein, Agent may
act in any manner it may deem appropriate, in its sole discretion given Agent’s own
interest in the Collateral in its capacity as one of the Lenders and that Agent shall have
no other duty or liability whatsoever to any Lender as to any of the foregoing, except
as otherwise provided herein.

Application of Proceeds.  The Agent, after deduction of any costs ofSection 8.2.
collection, as provided in Section 8.5, shall remit to each Lender (to the extent a Lender is to
share therein and subject to the provisions of Section 2.10(f)) that Lender’s pro rata share of
all payments of principal, interest, premiums and fees payable hereunder in accordance with
such Lender’s appropriate Percentage.  Each Lender’s interest under the Loan Documents shall
be payable solely from payments, collections and proceeds actually received by the Agent
under the Loan Documents; and the Agent’s only liability to a Lender with respect to any such
payments, collections and proceeds shall be to account for such Lender’s Percentage of such
payments, collections and proceeds in accordance with this Agreement.  If the Agent is
required for any reason to refund any such payments, collections or proceeds, each Lender will
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refund to the Agent, upon demand, its Percentage of such payments, collections or proceeds,
together with its Percentage, or share, as applicable, of interest or penalties, if any, payable by
the Agent in connection with such refund.  If any Lender has wrongfully refused to fund its
Percentage of any Loans, or if the outstanding principal balance of the Loans made by any
Lender is for any other reason less than its respective Percentage of the aggregate principal
balance of all Loans, the Agent may remit payments received by it to the other Lenders until
such payments have reduced the aggregate amounts owed by the Borrowers to the extent that
the aggregate amount of the Loans owing to such Lender hereunder are equal to its Percentage
of the aggregate amounts of the Loans owing to all of the Lenders hereunder.  The foregoing
provision is intended only to set forth certain rules for the application of payments, proceeds
and collections in the event that a Lender has breached its obligations hereunder and shall not
be deemed to excuse any Lender from such obligations.

Exculpation.  The Agent shall not be liable for any action taken orSection 8.3.
omitted to be taken by the Agent in connection with the Loan Documents, except for its own
gross negligence, fraud or willful misconduct.  The Agent shall be entitled to rely upon advice
of counsel concerning legal matters, the advice of independent public accountants with respect
to accounting matters and advice of other experts as to any other matters and upon any Loan
Document and any schedule, certificate, statement, report, notice or other writing which it
reasonably believes to be genuine or to have been presented by a proper Person.  Neither the
Agent nor any of its Affiliates or any of its or their respective directors, officers, employees or
agents shall be responsible or in any way liable with respect to or for (a) any recitals,
representations or warranties contained in, or for the execution, legality, validity, genuineness,
sufficiency, effectiveness or enforceability of any Loan Document, or any other instrument or
document delivered hereunder or in connection herewith, (b) the validity, genuineness,
perfection, priority, effectiveness, enforceability, existence, value or enforcement of any
Collateral, or (c) except for its own gross negligence, fraud or willful misconduct, any action
taken or omitted by it.  The designation of BaysideU.S. Bank (or any successor thereto as
Agent) as Agent hereunder shall in no way impair or affect any of the rights and powers of, or
impose any duties or obligations upon, BaysideU.S. Bank (or such successor thereto) in its
individual capacity as Lender hereunder.  Any reference herein to any matter being “to the
satisfaction of” or “satisfactory to” the Administrative Agent shall require the affirmative
approval of the Required Lenders.  At all times, the Administrative Agent shall follow the
instructions of the Required Lenders unless a provision of a Loan Document explicitly states
otherwise.

Use of the term “Agent”.  The term “Agent” is used herein in referenceSection 8.4.
to the Agent merely as a matter of custom.  It is intended to reflect only an administrative
relationship between the Agent and the Lenders, in each case as independent contracting
parties.  However, the obligations of the Agent shall be limited to those expressly set forth
herein and in no event shall the use of such term create or imply any fiduciary relationship or
any other obligation arising under the general law of agency.

Reimbursement for Costs and Expenses.  All payments, collections andSection 8.5.
proceeds received or effected by the Agent may be applied first to pay or reimburse the Agent
for all reasonable costs and expenses at any time incurred by or imposed upon the Agent in
connection with this Agreement or any other Loan Document (including but not limited to all
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reasonable attorney’s fees), foreclosure or liquidation expenses and advances made to protect
the security of any collateral (to the extent of the collateral security is granted with respect to
the Obligations).  If the Agent does not receive payments, collections or proceeds sufficient to
cover any such costs and expenses within five (5) days after their incurrence or imposition,
each Lender shall, upon demand, remit to the Agent such Lender’s Percentage of the
difference between (i) such costs and expenses and (ii) such payments, collections and
proceeds, together with interest on such amount for each day following the thirtieth day after
demand therefor until so remitted at a rate equal to the Federal Funds Rate for each such day.

Payments Received Directly by Lenders.  If any Lender shall obtain anySection 8.6.
payment or other recovery (whether voluntary, involuntary, by application of offset or
otherwise) on account of any Loan or on account of any interest, premium or fees under this
Agreement (other than through distributions made in accordance with Section 8.2 hereof) in
excess of such Lender’s applicable Percentage with respect to the Loan, such Lender shall
promptly give notice of such fact to the Agent and shall promptly remit to the Agent such
amount as shall be necessary to cause the remitting Lender to share such excess payment or
other recovery ratably with each of the Lenders in accordance with their respective applicable
Percentages, together with interest for each day on such amount until so remitted at a rate
equal to the Federal Funds Rate for each such day; provided, however, that if all or any
portion of the excess payment or other recovery is thereafter recovered from such remitting
Lender or holder, the remittance shall be restored to the extent of such recovery.

Indemnification.  Each Lender severally, but not jointly, hereby agrees toSection 8.7.
indemnify and hold harmless the Agent, as well as the Agent’s agents, employees; officers and
directors, ratably according to their respective Percentages from and against any and all losses,
liabilities (including liabilities for penalties), actions, suits, judgment, demands, damages,
costs, disbursements, or expenses (including attorneys’ fees and expenses, and costs of in-
house counsel) of any kind or nature whatsoever, which are imposed on, incurred by, or
asserted against the Agent or its agents, employees, officers or directors in any way relating to
or arising out of the Loan Documents, or as a result of any action taken or omitted to be taken
by the Agent; provided, however, that no Lender shall be liable for any portion of any such
losses, liabilities (including liabilities for penalties), actions, suits, judgments, demands,
damages, costs disbursements, or expenses resulting from the gross negligence, fraud or willful
misconduct of the Agent.

Agent and Affiliates.  BaysideU.S. Bank (and any successor thereto asSection 8.8.
Agent) shall have the same rights and powers in its capacity as a Lender hereunder as any
other Lender and may exercise or refrain from exercising the same as though it were not the
Agent, and BaysideU.S. Bank (or such successor) and its affiliates may accept deposits from
and generally engage in any kind of business with the Group Members or their Affiliates as
fully as if BaysideU.S. Bank (or such successor) were not the Agent hereunder.

Credit Investigation.  Each Lender acknowledges that it has made suchSection 8.9.
inquiries and taken such care on its own behalf as would have been the case had its Loans
made directly by such Lender to the Borrowers without the intervention of the Agent or any
other Lender.  Each Lender agrees and acknowledges that the Agent and each other Lender
makes no representations or warranties about the creditworthiness of the Obligors or any other
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party to this Agreement or with respect to or for (a) any recitals, representations or warranties
contained in, or for the execution, legality, validity, genuineness, sufficiency, effectiveness or
enforceability of any Loan Document, or any other instrument or document delivered
hereunder or in connection herewith, (b) the validity, genuineness, perfection, priority,
effectiveness, enforceability, existence, value or enforcement of any Collateral.

Defaults.  The Agent shall have no duty to inquire into any performanceSection 8.10.
or failure to perform by the Group Members and shall not be deemed to have knowledge of
the occurrence of a Default or an Event of Default (other than under Sections 7.1(a) or 7.1(b))
hereof unless the Agent has received notice from a Lender or a Borrower specifying the
occurrence of such Default or Event of Default.  In the event that the Agent receives such a
notice of the occurrence of a Default or an Event of Default, the Agent shall give prompt
notice thereof to the Lenders.  In the event of any Default, the Agent shall (subject to Section
8.7 hereof) (a) in the case of a Default that constitutes an Event of Default, not take any of the
actions referred to in Section 7.2(b) hereof unless so directed by the Required Lenders, and (b)
in the case of any Default or Event of Default, take such actions with respect to such Default
as shall be directed by the Required Lenders; provided that, unless and until the Agent shall
have received such directions, the Agent may take any action, or refrain from taking any
action, with respect to such Default or Event of Default as it shall deem advisable in the best
interest of the Lenders.

Obligations Several.  The obligations of each Lender hereunder are theSection 8.11.
several obligations of such Lender, and neither any Lender nor the Agent shall be responsible
for the obligations of any other Lender hereunder, nor will the failure by the Agent or any
Lender to perform any of its obligations hereunder relieve the Agent or any other Lender from
the performance of its respective obligations hereunder.  Nothing contained in this Agreement,
and no action taken by any Lender or the Agent pursuant hereto or in connection herewith or
pursuant to or in connection with the Loan Documents shall be deemed to constitute the
Lenders, together or with or without the Agent, as a partnership, association, joint venture, or
other entity.

Sale or Assignment; Addition of Lenders.  Except as permitted under theSection 8.12.
terms and conditions of this Section 8.12, no Lender may sell, assign or transfer its rights or
obligations under this Agreement or such Lender’s Notes or Loans or Commitment.

Subject to the conditions set forth in paragraph (a)(ii) below, any Lender(i)
may at any time upon at least five Business Day’s advance notice to the Administrative
Agent and the Administrative Borrower assign to one or more assignees that (x) is a
domestic or foreign bank (having a branch office in the United States), an insurance
company, a hedge fund or analogous investment fund, an Approved Fund or any other
financial institution (provided that such proposed assignee, if other than a fund, has
capital and surplus, or in the case of a fund (other than an Approved Fund), has,
together with all other funds under common management, investment assets, as
applicable, in excess of $250 million), and (y) is not an Obligor or a Group Member or
an Affiliate of any of the foregoing or a natural person or a competitor of any Group
Member whose primary business competes in the same business segment and in the
same geographic area as the Group Members (any such bank, insurance company, fund
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or Approved Fund meeting the foregoing requirements, an “Applicant”) on any date
(the “Adjustment Date”) selected by such Lender, all or a portion of such Lender’s
rights and obligations under this Agreement (including all or a portion of its
Commitment, the Revolving Notes and Revolving Loans at the time owing to it) with the
prior written consent of:

the Administrative Borrower (such consent not to be(A)
unreasonably withheld or, delayed or conditioned); provided that no consent of
the Administrative Borrower shall be required for an assignment to a Lender, an
Affiliate of a Lender, an Approved Fund or, if a Default or Event of Default
has occurred and is continuing, any other assignee; and

the Administrative Agent (which consent of the Administrative(B)
Agent may be withheld or given in the Administrative Agent’s sole discretion);
provided that no consent of the Administrative Agent shall be required for an
assignment of all or any portion of a Note or Loan to a Lender, an Affiliate of a
Lender or an Approved Fund.

Assignments shall be subject to the following additional conditions:(ii)

except in the case of any assignment made in connection with an(A)
assignment of the entire remaining amount of the assigning Lender’s
Commitment and Notes and Loans at the time owing to it or in the case of an
assignment to a Lender or an Affiliate of a Lender or an Approved Fund with
respect to a Lender, the aggregate amount of the Commitment or, if the
applicable Commitment is not then in effect, the principal outstanding balance
of the Revolving Loans of the assigning Lender subject to each such assignment
(determined as of the date the Assignment Certificate with respect to such
assignment is delivered to the Administrative Agent or, if “Trade Date” is
specified in the Assignment Certificate, as of the Trade Date) shall not be less
than $1.0 million, unless each of the Administrative Agent and, so long as no
Default has occurred and is continuing, Administrative Borrower otherwise
consents (each such consent not to be unreasonably withheld or delayed);

each partial assignment shall be made as an assignment of a(B)
proportionate part of all the assigning Lender’s rights and obligations under this
Agreement with respect to the Revolving Loans or the Revolving Commitment,
as applicable, assigned;

the Administrative Agent, the assigning Lender and such(C)
Applicant shall, on or before the Adjustment Date, execute and deliver to the
Administrative Agent an Assignment Certificate in substantially the form of
Exhibit G (an “Assignment Certificate”);

if requested by the Administrative Agent, each Borrower will(D)
execute and deliver to the Administrative Agent, for delivery by the
Administrative Agent in accordance with the terms of the Assignment
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Certificate, (i) a new Revolving Note or Term Note, as applicable, payable to the
order of the Applicant in the amount corresponding to the applicable Revolving
Loan acquired by such Applicant and (ii) a new Revolving Note or Term Note
payable to the order of the assigning Lender in the amount corresponding to the
retained Revolving Loan.  Such new Term Notes or Revolving Notes shall be in an
aggregate principal amount equal to the principal amount of the Term Notes or
Revolving Notes to be replaced by such new Term Notes or Revolving Notes, shall
be dated the effective date of such assignment and shall otherwise be in the
form of the Term Note or Revolving Note to be replaced thereby.  Such new
Term Notes or Revolving Notes shall be issued in substitution for, but not in
satisfaction or payment of, the Term Note or Revolving Note being replaced
thereby and such new Term Notes or  Revolving Notes shall be treated as a Term
Note or Revolving Note) for all purposes of this Agreement; and

the assigning Lender shall pay to the Administrative Agent an(E)
administrative fee of $3,500.

Any assignment or purported assignment to any Person that is not an(iii)
Eligible Assignee shall be null and void.  Upon the execution and delivery of such
Assignment Certificate and such new Term Notes or Revolving Notes, and effective as of
the effective date thereof (A) this Agreement shall be deemed to be amended to the
extent, and only to the extent, necessary to reflect the addition of such additional
Lender and the resulting adjustment of the Percentages arising therefrom, (B) the
assigning Lender shall be relieved of all obligations hereunder to the extent of the
reduction of the assigning Lender’s Percentage, and (C) the Applicant shall become a
party hereto and shall be entitled to all rights, benefits and privileges accorded to a
Lender herein and in each other Loan Document or other document or instrument
executed pursuant hereto and subject to all obligations of a Lender hereunder,
including, without limitation, the right to approve or disapprove actions which, in
accordance with the terms hereof, require the approval of the Required Lenders or all
Lenders.  In order to facilitate the addition of additional Lenders hereto, the
Administrative Borrower (subject to its approval rights hereunder, if any) and the
Lenders shall cooperate fully with the Administrative Agent in connection therewith
and shall provide all reasonable assistance requested by the Administrative Agent
relating thereto, including, without limitation, the furnishing of such written materials
and financial information regarding the Group Members as the Administrative Agent
may reasonably request, the execution of such documents as the Administrative Agent
may reasonably request with respect thereto, and the participation by officers of the
Administrative Borrower and the Lenders at reasonable times and places in a meeting
or teleconference call with any Applicant upon the reasonable request of the
Administrative Agent.

Participation.  In addition to the rights granted in Section 8.12, eachSection 8.13.
Lender may, upon the prior written consent of the Administrative Agent (which consent may
be given or withheld in Agent’s sole discretion), grant participations in all or a portion of its
Revolving Note and Revolving Loans to any domestic or foreign commercial bank (having a
branch office in the United States), insurance company, financial institution or an Affiliate of
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such Lender pursuant to documentation delivered to and deemed acceptable to the
Administrative Agent.  No holder of any such participation shall be entitled to require any
Lender to take or omit to take any action hereunder, except that a Lender selling a
participation may agree with the participant that such Lender will not, without such
participant’s consent, take any action which would, in the case of any principal, interest,
premium or fee in which the participant has an ownership or beneficial interest:  (a) extend
the final maturity of any Loans or extend the Maturity Date, (b) reduce the interest rate on the
Loans or the amount of any premium or fee payable in respect of the Loans, (c) forgive any
principal of, or interest on, the Loans, or any premium or fees payable in respect thereof, or
(d) release all or substantially all of any Collateral for the Loans.  The Lenders shall not, as
among the Borrowers, the Agent and the Lenders, be relieved of any of their respective
obligations hereunder as a result of any such granting of a participation.  Each Obligor hereby
acknowledges and agrees that any holder of a participation described in this Section 8.13 may
rely upon, and possess all rights under, any opinions, certificates, or other instruments or
documents delivered under or in connection with any Loan Document.  Except as set forth in
this Section 8.13, no Lender may grant any participation in its Notes or Loans.

Withholding Tax Exemption.  At least five (5) Business Days prior to the firstSection 8.14.
date on which interest or premium or fees are payable hereunder for the account of any Lender, each
Lender that is not incorporated under the laws of the United States of America, or a state thereof,
agrees that it will  deliver to the Administrative Borrower and the Administrative Agent two duly
completed copies of United States Internal Revenue Service Form W-8BEN or W-8ECI, certifying in
either case that such Lender is entitled to receive payments under this Agreement and the Notes
without deduction or withholding of any United States federal income taxes.  Each Lender that so
delivers a Form W-8BEN or W-8ECI further undertakes to deliver to the Administrative Borrower and
the Administrative Agent two additional copies of such form (or a successor form) on or before the
date that such form expires or becomes obsolete or after the occurrence of any event requiring a
change in the most recent forms so delivered by it, and such amendments thereto or extensions or
renewals thereof as may be reasonably requested by the Administrative Borrower or the Administrative
Agent, in each case certifying that such Lender is entitled to receive payments under this Agreement
and the Term Notes without deduction or withholding of any United States federal income taxes,
unless an event (including without limitation any change in treaty, law or regulation) has occurred
prior to the date on which any such delivery would otherwise be required that renders all such forms
inapplicable or that would prevent such Lender from duly completing and delivering any such form
with respect to it and such Lender advises the Administrative Borrower and the Administrative Agent
that it is not capable of receiving payments without any deduction or withholding of United States
federal income tax.[Reserved].

Agent’s Counsel.  In connection with the negotiation, drafting andSection 8.15.
execution of this Agreement and the other Loan Documents, perfecting any security interest,
completing any filings or registrations and in connection with future legal representation
relating to loan administration, amendments, modifications, waivers, forbearance or
enforcement of remedies, any law firm engaged by the Agent (the “Agent Firm”) has only
represented and shall only represent the Agent (or its Affiliates), in its/their capacity as Agent
or as a Lender, as applicable.  Each Borrower and each other Lender, and the Lenders.  Each
Obligor hereby acknowledges, and each Assignee and Participant (by accepting an Assignment or a
Participation, as provided in Sections 8.12 and 8.13 hereof) shall be deemed to acknowledge, that no
Agent Firm represents it in connection with any such matters.
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Obligor not a Beneficiary or Party.  Except with respect to the limitationSection 8.16.
of liability applicable to the Lenders under Section 8.11, the provisions and agreements in this
Article VIII  are solely among the Lenders and the Agent, and no Obligor shall be considered a
party thereto or a beneficiary thereof.

Administrative Agent and Collateral Agent May Delegate Duties.  TheSection 8.17.
Administrative Agent and the Collateral Agent may appoint sub-agents to exercise on their
behalf any of their respective duties, obligations or rights under the Loan Documents, and each
such sub-agent shall have all of the rights and benefits of the Administrative Agent or
Collateral Agent, as applicable, under this Article VIII .  Each of the Administrative Agent and
the Collateral Agent shall not be responsible for the negligence or misconduct of any sub-
agents selected by it with reasonable care, except as otherwise provided in Section 8.3.

Collateral Matters.Section 8.18.

The Lenders hereby irrevocably authorize the Collateral Agent, at its option and(a)
in its sole discretion, to release any Lien on any Collateral  upon the termination of the
Commitments, and payment and satisfaction in full in cash by the Borrowers of all
Obligations,  constituting property being Disposed of if a release is required or
desirable in connection therewith and if the Administrative Borrower certifies to the
Collateral Agent that the Disposition is permitted under Section 6.5 of this Agreement
or the other Loan Documents (and the Collateral Agent may rely conclusively on any
such certificate, without further inquiry),  constituting property in which no Group
Member owned any interest at the time the Agent’s Lien was granted nor at any time
thereafter, or  constituting property leased to a Group Member under a Lease or other
lease that has expired or is terminated in a transaction permitted under this Agreement.
Except as provided above, the Collateral Agent will not execute and deliver a release
of any Lien on any Collateral without the prior written authorization of (y) if the
release is of all or substantially all of the Collateral, all of the Lenders, or (z)
otherwise, the Required Lenders.  Upon request by the Administrative Agent or the
Administrative Borrower at any time, the Lenders will confirm in writing the Collateral
Agent’s authority to release any such Liens on particular types or items of Collateral
pursuant to this Section 8.18; provided, however, that (1) the Collateral Agent shall not
be required to execute any document necessary to evidence such release on terms that,
in the Collateral Agent’s opinion, would expose the Collateral Agent to liability or
create any obligation or entail any consequence other than the release of such Lien
without recourse, representation, or warranty, and (2) such release shall not in any
manner discharge, affect, or impair the Obligations or any Liens (other than those
expressly being released) upon (or obligations of any Obligor in respect of) all property
and other interests retained by the Obligors, including, the proceeds of any Disposition,
all of which shall continue to constitute part of the Collateral.

The Agent and its Affiliates and Agent Firm and other representatives shall(b)
have no obligation whatsoever to any of the Lenders to assure that the Collateral exists
or is owned by the Group Members or is cared for, protected, or insured or has been
encumbered, or that the Agent’s Liens have been properly or sufficiently or lawfully
created, perfected, protected, or enforced or are entitled to any particular priority, or to
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exercise at all or in any particular manner or under any duty of care, disclosure or
fidelity, or to continue exercising, any of the rights, authorities and powers granted or
available to the Agent pursuant to any of the Loan Documents, it being understood and
agreed that in respect of the Collateral, or any act, omission, or event related thereto,
subject to the terms and conditions contained herein, the Agent may act in any manner
it may deem appropriate, in its sole discretion given the Agent’s own interest in the
Collateral in its capacity as one of the Lenders and that the Agent shall have no other
duty or liability whatsoever to any Lender as to any of the foregoing, except as
otherwise expressly provided herein.

Agency for Perfection.  The Collateral Agent hereby appoints each otherSection 8.19.
Lender as its agent (and each Lender hereby accepts such appointment) for the purpose of
perfecting the Agent’s Liens in property that, in accordance with Article VIII  or Article IX, as
applicable, of the CodeUCC can be perfected only by possession or control.  Should any
Lender obtain possession or control of any such Collateral, such Lender shall notify the
Administrative Agent thereof, and, promptly upon the Administrative Agent’s request therefor
shall deliver possession or control of such Collateral to the Collateral Agent or in accordance
with the Administrative Agent’s instructions.

Field Audits and Examinations; Confidentiality; Disclaimers by Lenders.Section 8.20.
By becoming a party to this Agreement, each Lender:

is deemed to have requested that the Administrative Agent furnish such Lender,(a)
promptly after it becomes available, a copy of each completed field audit or
examination report respecting the Group Members (each a “Report” and collectively,
“Reports”) prepared by or at the request of the Administrative Agent, and the
Administrative Agent shall so furnish each Lender with such Reports,

expressly agrees and acknowledges that the Administrative Agent does not (i)(b)
make any representation or warranty as to the accuracy of any Report, and (ii) shall not
be liable for any information contained in any Report,

expressly agrees and acknowledges that the Reports are not comprehensive(c)
audits or examinations, that the Administrative Agent or other party performing any
audit or examination will inspect only specific information regarding the Group
Members and will rely significantly upon the Group Members’ books and records, as
well as on representations of the Group Members’ personnel,

agrees to keep all Reports and other material, non-public information regarding(d)
the Group Members and their operations, assets, and existing and contemplated
business plans in a confidential manner in accordance with Section 10.12, and

without limiting the generality of any other indemnification provision contained(e)
in this Agreement, agrees:  (i) to hold the Administrative Agent and any such other
Lender preparing a Report harmless from any action the indemnifying Lender may take
or fail to take or any conclusion the indemnifying Lender may reach or draw from any
Report in connection with any loans or other credit accommodations that the
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indemnifying Lender has made or may make to the Borrowers, or the indemnifying
Lender’s participation in, or the indemnifying Lender’s purchase of, a loan or loans of
the Borrowers; and (ii) to pay and protect, and indemnify, defend and hold the
Administrative Agent, and any such other Lender preparing a Report, harmless from
and against, the claims, actions, proceedings, damages, costs, expenses, and other
amounts (including, attorneys fees and costs) incurred by the Administrative Agent and
any such other Lender preparing a Report as the direct or indirect result of any third
parties who might obtain all or part of any Report through the indemnifying Lender.

Successor Agent.  Each of the Administrative Agent and the CollateralSection 8.21.
Agent may voluntarily resign as administrative agent or collateral agent, as applicable, at any
time by giving ten Business Days’ prior written notice thereof to the other Agent, the
Administrative Borrower and the Lenders.  Upon any such notice of resignation, the Required
Lenders shall have the right to appoint a successor Administrative Agent or Collateral Agent,
as applicable.  If no successor shall have been so appointed and shall have accepted such
appointment within thirty (30) days after the retiring Agent gives notice of its resignation, then
the retiring Agent may, on behalf of the Lenders, appoint a successor Agent from among the
Lenders or from among those financial institutions who regularly provide such services in the
New York financial markets.  Upon the acceptance of any appointment as Agent hereunder by
a successor Agent, that successor Agent shall thereupon succeed to and become vested with all
the rights, powers, privileges and duties of the retiring Agent and the retiring Agent shall
promptly (i) transfer to such successor Agent all sums, securities and other items of collateral
(if any) held by it under the Loan Documents, together with all records and other documents
necessary or appropriate in connection with the performance of the duties of the successor
Agent under the Loan Documents, and (ii) execute and deliver to such successor Agent such
documents, and take such other actions, as may be necessary or appropriate in connection with
the assignment to such successor Agent of the rights and benefits under the Loan Documents,
whereupon such retiring Agent shall be discharged from its duties and obligations hereunder.
After any retiring Agent’s resignation hereunder as Agent, the provisions of this Article VIII
shall inure to its benefit as to any actions taken or omitted to be taken by it while it was
Agent hereunder.

ARTICLE IX
GUARANTY

Guaranty.Section 9.1.

Each Guarantor, and each Borrower (with respect to each other Borrower),(a)
hereby irrevocably and unconditionally guarantees to the Administrative Agent, for the
benefit of the Secured Parties, the full and prompt payment when due of the
Obligations, including, without limitation, any interest thereon (including, without
limitation, interest, premiums and fees, as provided in this Agreement, accruing after
the filing of a petition initiating any Insolvency Proceeding, whether or not such
interest, premium or fees accrue or are recoverable against the Borrowers after the
filing of such petition for purposes of the Bankruptcy Code or are an allowed claim in
such proceeding), plus documented, reasonable attorneys’ fees and expenses if the
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obligations represented by this Guaranty are collected by law, through an attorney-at-
law, or under advice therefrom.

Regardless of whether any proposed guarantor or any other Person shall become(b)
in any other way responsible to the Secured Parties, or any of them, for or in respect of
the Obligations or any part thereof, and regardless of whether or not any Person now or
hereafter responsible to the Secured Parties, or any of them, for the Obligations or any
part thereof, whether under this Guaranty or otherwise, shall cease to be so liable, each
Guarantor and each Borrower hereby declares and agrees that this Guaranty shall be a
joint and several obligation, shall be a continuing guaranty and shall be operative and
binding until the Obligations shall have been indefeasibly paid in full in cash and all
Commitments shall have been terminated.

Each Guarantor and each Borrower absolutely, unconditionally and irrevocably(c)
waives any and all right to assert any defense (other than the defense of payment in
cash in full, or performance, to the extent of its obligations hereunder, or a defense that
such Guarantor’s or such Borrower’s liability is limited as provided in Section 9.3), set-
off, counterclaim or  it may now or hereafter have in any way relating to, any or all of
the following:

any lack of validity or enforceability of any Loan Document or any(i)
agreement or instrument relating thereto;

any change in the time, manner, or place of payment of, or in any other(ii)
term of, all or any of the Guaranteed Obligations, or any other amendment or waiver of
or any consent to departure from any Loan Document, including any increase in the
Guaranteed Obligations resulting from the extension of additional credit;

any taking, exchange, release, or non-perfection of any Lien in and to(iii)
any Collateral, or any taking, release, amendment, waiver of, or consent to departure
from any other guarantee, for all or any of the Guaranteed Obligations;

the existence of any claim, set-off, counterclaim, defense (legal or(iv)
equitable), or other right that any Guarantor may have at any time against any person,
including Administrative Agent or any other Secured Party;

any defense, set-off, counterclaim, or claim, of any kind or nature,(v)
arising directly or indirectly from the present or future lack of perfection, sufficiency,
validity, or enforceability of the Guaranteed Obligations or any security therefor;

any right or defense arising by reason of any claim or defense based(vi)
upon an election of remedies by any Secured Party including any defense based upon
an impairment or elimination of such Guarantor’s rights of subrogation, reimbursement,
contribution, or indemnity of such Guarantor against any other Obligor or any
guarantors or sureties;
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any change, amalgamation, reorganization, restructuring, or termination(vii)
of the corporate, limited liability company, unlimited liability company, trust or
partnership structure or existence of any Obligor; or

any other circumstance that might otherwise constitute a defense(viii)
available to, or a discharge of, any Obligor or any other guarantor or surety.

Each Guarantor and each Borrower absolutely, unconditionally and irrevocably(d)
waives any and all right to assert set-off, counterclaim or cross-claim of any nature
whatsoever with respect to this Guaranty or the obligations of the Guarantors or the
Borrowers under this Guaranty or the obligations of any other Person or party
(including, without limitation, the Borrowers) relating to this Guaranty or the
obligations of any of the Guarantors and the Borrowers under this Guaranty or
otherwise with respect to the Obligations in any action or proceeding brought by the
Administrative Agent or any other Secured Party to collect the Obligations or any
portion thereof, or to enforce the obligations of any of the Guarantors or the Borrowers
under this Guaranty or to foreclose on any Collateral owned by any Obligor.

(d) The Secured Parties, or any of them, may from time to time, without(e)
exonerating or releasing any Guarantor or any Borrower in any way under this
Agreement, including this Guaranty, (i) take such further or other security or securities
for the Obligations or any part thereof as they may deem proper, or (ii) release,
discharge, abandon or otherwise deal with or fail to deal with any Guarantor or
guarantor or Borrower of the Obligations or any security or securities therefor or any
part thereof now or hereafter held by the Secured Parties, or any of them, or (iii)
amend, modify, extend, accelerate or waive in any manner any of the provisions, terms,
or conditions of the Loan Documents, all as they may consider expedient or
appropriate in their sole discretion.  Without limiting the generality of the foregoing, or
of Section 9.1(e), it is understood that the Secured Parties, or any of them, may,
without exonerating or releasing any Guarantor or Borrower, give up, modify or abstain
from perfecting or taking advantage of any security for or guarantee of the Obligations
and accept or make any compositions or arrangements, and realize upon any security
for or guarantee of the Obligations when, and in such manner, and with or without
notice, all as such Person may deem expedient.

(e) Each Guarantor and each Borrower acknowledges and agrees that no change(f)
in the nature or terms of the Obligations or any of the Loan Documents, or other
agreements, instruments or contracts evidencing, related to or attendant with the
Obligations (including any novation), shall discharge all or any part of the liabilities
and obligations of such Guarantor or Borrower pursuant to this Guaranty; it being the
purpose and intent of the Guarantors, the Borrowers and the Secured Parties that the
covenants, agreements and all liabilities and obligations of each Guarantor and of each
Borrower hereunder are absolute, unconditional and irrevocable under any and all
circumstances.  Without limiting the generality of the foregoing, each Guarantor and
each Borrower agrees that until each and every one of the covenants and agreements of
this Guaranty is fully performed, and without possibility of recourse, whether by
operation of law or otherwise, such Guarantor’s or such Borrower’s undertakings
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hereunder shall not be released, in whole or in part, by any action or thing which
might, but for this paragraph of this Guaranty, be deemed a legal or equitable discharge
of a surety or guarantor, or by reason of any waiver, omission of the Secured Parties,
or any of them, or their failure to proceed promptly or otherwise, or by reason of any
action taken or omitted by the Secured Parties, or any of them, whether or not such
action or failure to act varies or increases the risk of, or affects the rights or remedies
of, such Guarantor or such Borrower, or by reason of any further dealings between the
Borrowers or Guarantors, on the one hand, and any Secured Party, on the other hand,
or any other guarantor or surety, and such Guarantor or such Borrower hereby
expressly waives and surrenders any defense to its liability hereunder, or any right of
counterclaim or offset of any nature or description which it may have or may exist
based upon, and shall be deemed to have consented to, any of the foregoing acts,
omissions, things, agreements or waivers.

(f) The Secured Parties, or any of them, may, without demand or notice of any(g)
kind upon or to any Guarantor or Borrower, at any time or from time to time when any
amount shall be due and payable hereunder by any Guarantor or Borrower following
and during the continuance of an Event of Default, if the Borrowers shall not have
timely paid any of the Obligations, set-off and appropriate and apply to any portion of
the Obligations hereby guaranteed, and in such order of application as the
Administrative Agent may from time to time elect in accordance with this Agreement,
any deposits, property, balances, credit accounts or moneys of any Guarantor or any
Borrower in the possession of any Secured Party or under their respective control for
any purpose.  If and to the extent that any Guarantor or Borrower makes any payment
to the Administrative Agent or any other Person pursuant to or in respect of this
Guaranty, any claim, by subrogation, contribution or otherwise, which such Guarantor
or Borrower may have against any Borrower or other Guarantor by reason thereof shall
be subject and subordinate to the prior payment in full of the Obligations to the
satisfaction of the Administrative Agent.

(g) Upon the bankruptcy or winding up or other distribution of assets of any(h)
Borrower, or of any surety or guarantor (other than the applicable Guarantor or other
Borrower) for any Obligations of the Borrowers to the Secured Parties, or any of them,
the rights of the Administrative Agent against any Guarantor or Borrower shall not be
affected or impaired by the omission of any Secured Party to prove its claim, or to
prove the full claim, as appropriate, against any Borrower, or any other Borrower or
any such other guarantor or surety, and the Administrative Agent may prove such
claims as it sees fit and may refrain from proving any claim and in its discretion may
value as it sees fit or refrain from valuing any Collateral or other security held by it
without in any way releasing, reducing or otherwise affecting the liability to the
Secured Parties of each of the Guarantors and each of the Borrowers.

(h) Each Guarantor and each Borrower hereby absolutely, unconditionally and(i)
irrevocably expressly waives, except to the extent such waiver would be expressly
prohibited by Applicable Law, the following:  (i) notice of acceptance of this Guaranty,
(ii) notice of the existence or creation of all or any of the Obligations, (iii)
presentment, demand, notice of dishonor, protest and all other notices whatsoever
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(other than notices expressly required hereunder or under any other Loan Document to
which any Guarantor is a party), (iv) all diligence in collection or protection of or
realization upon the Obligations or any part thereof, any obligation hereunder, or any
security for any of the foregoing, (v) until the Obligations shall have been paid in full
in cash, all rights to enforce any remedy which the Secured Parties, or any of them,
may have against any Borrower and (vi) until the Obligations shall have been paid in
full in cash, all rights of subrogation, indemnification, contribution and reimbursement
from the Borrowers or other Guarantors for amounts paid hereunder and any benefit of,
or right to participate in, any Collateral or other security now or hereinafter held by the
Secured Parties, or any of them, in respect of the Obligations.  If a claim is ever made
upon any Secured Party for the repayment or recovery of any amount or amounts
received by such Person in payment of any of the Obligations and such Person repays
all or part of such amount by reason of (A) any judgment, decree or order of any court
or administrative body or other Governmental Authority having jurisdiction over such
Person or any of its property, or (B) any settlement or compromise of any such claim
effected by such Person with any such claimant, including any Borrower, then in such
event each Guarantor and each Borrower agrees that any such judgment, decree, order,
settlement or compromise shall be binding upon such Guarantor or such Borrower,
notwithstanding any revocation hereof or the cancellation of any promissory note or
other instrument evidencing any of the Obligations, and such Guarantor or such
Borrower shall be and remain obligated to such Person hereunder for the amount so
repaid or recovered to the same extent as if such amount had never originally been
received by such Person.

(i) This Guaranty is a continuing guaranty of the Obligations and all liabilities(j)
to which it applies or may apply under the terms hereof and shall be conclusively
presumed to have been created in reliance hereon.  No failure or delay by any Secured
Party in the exercise of any right, power, privilege or remedy shall operate as a waiver
thereof, and no single or partial exercise by the Administrative Agent of any right or
remedy shall preclude other or further exercise thereof or the exercise of any other
right or remedy and no course of dealing between any Guarantor, any Borrower and
any Secured Party shall operate as a waiver thereof.  No action by any Secured Party
permitted hereunder shall in any way impair or affect this Guaranty.  For the purpose
of this Guaranty, the Obligations shall include, without limitation, all Obligations of
the Borrowers to the Secured Parties, notwithstanding any right or power of any third
party, individually or in the name of any Borrower or the Secured Parties, or any of
them, to assert any claim or defense as to the invalidity or unenforceability of any such
Obligation, and no such claim or defense shall impair or affect the obligations of any
Guarantor or any Borrower hereunder.

(j) This is a guaranty of payment and not of collection.  In the event the(k)
Administrative Agent makes a demand upon any Guarantor or any Borrower in
accordance with the terms of this Guaranty, such Guarantor or Borrower shall be held
and bound to the Administrative Agent directly as debtor in respect of the payment of
the amounts hereby guaranteed.  All costs and expenses, including, without limitation,
reasonable attorneys’ fees and expenses, incurred by the Administrative Agent in
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obtaining performance of or collecting payments due under this Guaranty shall be
deemed part of the Obligations guaranteed hereby.

(k) Each Guarantor and each Borrower expressly represents and acknowledges(l)
that any financial accommodations by the Secured Parties to the Borrowers, including,
without limitation, the extension of credit, are and will be of direct interest, benefit and
advantage to such Guarantor or such Borrower.

(l) Each Guarantor and each Borrower shall be entitled to subrogation and(m)
contribution rights from and against the Borrowers to the extent any Guarantor or any
Borrower is required to pay to any Secured Party any amount in excess of the
Revolving Loans advanced directly to, or other Obligations incurred directly by, such
Guarantor or Borrower or as otherwise available under Applicable Law; provided,
however, that such subrogation and contribution rights are and shall be subject to the
terms and conditions of this Section 9.1(l), and provided further that the payment
obligation of a Guarantor or a Borrower to any other Guarantor or any other Borrower
under any Applicable Law regarding contribution rights or subrogation rights or similar
rights among co-obligors or otherwise is and shall be expressly subordinate and subject
in right of payment to the prior indefeasible payment in full in cash of the obligations
of such Guarantor or such Borrower under the other provisions of this Guaranty and
the indefeasible payment in full in cash of all Obligations and termination of all
Commitments, and such Guarantor or such Borrower shall not exercise any right or
remedy with respect to such contribution rights or subrogation rights or similar rights
until (i) payment and satisfaction in full of all such obligations and (ii) the Obligations
shall have been indefeasibly paid in full in cash and all Commitments shall have been
terminated.

Special Provisions Applicable to Additional Guarantors.  Pursuant toSection 9.2.
Section 5.8 of this Agreement, any new Subsidiary of any Obligor is required to enter into this
Agreement by executing and delivering to the Administrative Agent a Guaranty Supplement.
Upon the execution and delivery of a Guaranty Supplement by such new Subsidiary, such
Subsidiary shall become a Guarantor and Obligor hereunder with the same force and effect as
if originally named as a Guarantor herein.  The execution and delivery of any Guaranty
Supplement (or any other supplement to any Loan Document delivered in connection
therewith) adding an additional Guarantor as a party to this Agreement or any other applicable
Loan Document shall not require the consent of any other party hereto.  The rights and
obligations of each party hereunder shall remain in full force and effect notwithstanding the
addition of any new Guarantor hereunder.

Maximum Liability of Obligors.  It being understood that the intent ofSection 9.3.
the Secured Parties is to obtain a guaranty from each Guarantor and each Borrower, and the
intent of each Guarantor and each Borrower is to incur guaranty obligations, in an amount no
greater than the largest amount that would not render such obligations subject to avoidance
under Section 548 of the Bankruptcy Code or any applicable state law relating to fraudulent
conveyances or fraudulent transfers, it is hereby agreed that:
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If (i) the sum of the guaranty obligations of the Guarantors and the Borrowers(a)
under Section 9.1 and, without duplication, in the case of each Borrower, the
obligations arising from the joint and several liability of such Borrower with respect to
Loans or other extensions of credit made under this Agreement to each other Borrower
(collectively, the “Guarantor Obligations”) exceeds (ii) the sum (the “Total Available
Net Assets”) of the Maximum Available Net Assets (as defined in Section 9.4) of each
Guarantor and each Borrower, in the aggregate, then (without prejudice to the
Obligations of each of the Borrowers under this Agreement with respect to Loans or
other extensions of credit made under this Agreement to it) the Guarantor Obligations
of each Guarantor and each Borrower shall be limited to the greater of (x) the Total
Available Net Assets and (y) the value received by such Guarantor or such Borrower in
connection with the incurrence of the Guarantor Obligations to the greatest extent such
value can be determined; and

if, but for the operation of this Section 9.3(b) and notwithstanding Section(b)
9.3(a), the Guarantor Obligations of any Guarantor or any Borrower hereunder
otherwise would be subject to avoidance under Section 548 of the Bankruptcy Code or
any applicable state law relating to fraudulent conveyances or fraudulent transfers,
taking into consideration such Guarantor’s or such Borrower’s (i) rights of
contribution, reimbursement and indemnity from the Borrowers and the other
Guarantors with respect to amounts paid by such Guarantor or such Borrower in
respect of the Obligations (including pursuant to Section 9.4) (calculated so as to
reasonably maximize the total amount of obligations able to be incurred hereunder),
and (ii) rights of subrogation to the rights of the Secured Parties, then the Guarantor
Obligations of such Guarantor or such Borrower shall be the largest amount, if any,
that would not leave such Guarantor or such Borrower, after the incurrence of such
obligations, insolvent or with unreasonably small capital within the meaning of Section
548 of the Bankruptcy Code or any applicable state law relating to fraudulent
conveyances or fraudulent transfers, or otherwise make such obligations subject to such
avoidance.

Any Person asserting that the Guarantor Obligations of such Guarantor or such Borrower are
subject to Section 9.3(a) or are avoidable as referenced in Section 9.3(b) shall have the burden
(including the burden of production and of persuasion) of proving (a) the extent to which such
Guarantor Obligations, by operation of Section 9.3(a), are less than the Obligations of the
Borrowers owed to the Secured Parties or (b) that, without giving effect to Section 9.3(b),
such Guarantor’s or such Borrower’s Guarantor Obligations hereunder would be avoidable and
the extent to which such Guarantor Obligations, by operation of Section 9.3(b), are less than
such Obligations of the Borrowers, as the case may be.

Contribution Rights, Etc.  In order to provide for just and equitableSection 9.4.
contribution, indemnity and reimbursement among the Guarantors and any other Obligors,
including the Borrowers, in connection with the execution of this Guaranty, the Obligors have
agreed among themselves that if any Obligor satisfies some or all of the Obligations (a
“Funding Obligor”), the Funding Obligor shall be entitled to contribution, indemnity or
reimbursement, as applicable, from the other Obligors that have positive Maximum Available
Net Assets (as defined below) for all payments made by the Funding Obligor in satisfying the
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Obligations, so that each Obligor that remains obligated under this Guaranty or any other
guaranty or otherwise for the Obligations at the time that a Funding Obligor makes such
payment, without regard to the making of such payment (a “Remaining Obligor”), and that has
a positive Maximum Available Net Assets, shall bear a portion of such payment equal to the
percentage that such Remaining Obligor’s Maximum Available Net Assets bears to the
aggregate Maximum Available Net Assets of all Obligors that have positive Maximum
Available Net Assets, provided that no Remaining Obligor’s obligation to make such
contribution, indemnity or reimbursement payments hereunder shall exceed an amount equal to
the Maximum Available Net Assets of such Remaining Obligor.

As used herein, “Available Net Assets” means, with respect to any Obligor, the amount, as

of the respective date of calculation, by which the sum of a Person’s assets (including
subrogation, indemnity, contribution, reimbursement and similar rights that the Obligor may
have, but excluding any such rights in respect of the Guarantor Obligations), determined on

the basis of a “fair valuation” or their “fair saleable value” (whichever is the applicable test

under Section 548 and other relevant provisions of the Bankruptcy Code and the relevant state
fraudulent conveyance or transfer laws), is greater than the amount that will be required to pay
all of such Person’s debts, in each case matured or unmatured, contingent or otherwise, as of
the date of calculation, but excluding liabilities arising under this Guaranty or, in the case of
each Borrower, the liabilities arising from the joint and several liability of such Borrower with
respect to Loans or other extensions of credit made under this Agreement to each other
Borrower and excluding, to the maximum extent permitted by Applicable Law with the
objective of avoiding rendering such Person insolvent, liabilities subordinated to the
Obligations arising out of loans or advances made to such Person by any other Person, and

“Maximum Available Net Assets” means, with respect to any Obligor, the greatest of the

Available Net Assets of such Obligor calculated as of the following dates:  (A) the date on
which such Person becomes an Obligor, and (B) each date on which such Obligor expressly
reaffirms this Guaranty.

Each Guarantor and Borrower shall be deemed to expressly reaffirm the guaranty provided for
in this Article IX upon each borrowing of a Loan and automatically, without further action,
upon each delivery by the Administrative Borrower of financial statements required pursuant
to Section 5.1(a).  The meaning of the terms “fair valuation” and “fair saleable value” and

the calculation of assets and liabilities shall be determined and made in accordance with the
relevant provisions of the Bankruptcy Code and applicable state fraudulent conveyance or
transfer laws.

ARTICLE X
MISCELLANEOUS

No Waiver; Cumulative Remedies.  No failure or delay on the part ofSection 10.1.
the Agent, any Lender or any other Secured Party in exercising any right, power or remedy
under the Loan Documents shall operate as a waiver thereof; nor shall any single or partial
exercise of any such right, power or remedy preclude any other or further exercise thereof or
the exercise of any other right, power or remedy under the Loan Documents.  The remedies
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provided in the Loan Documents are cumulative and not exclusive of any remedies provided
by law.

Amendments, Requested Waivers, Etc.  No amendment, modification,Section 10.2.
termination or waiver of any provision of any Loan Document or consent to any departure by
any Obligor therefrom shall be effective unless the same shall be in writing and signed by the
Administrative Agent and the Required Lenders; provided that no amendment, modification,
termination, waiver or consent shall do any of the following unless the same shall be in
writing and signed by the Administrative Agent and each Lender directly affected thereby:

increase the Commitments;(a)

reduce the amount of any principal of or interest, premium or fees due on or in(b)
respect of the Loans other fees payable to the Lenders;

postpone any date fixed for any scheduled payment of principal of or interest,(c)
premium or fees due on or in respect any outstanding Loan or other fees payable to the
Lenders hereunder (for the avoidance of doubt, mandatory prepayments pursuant to
Section 2.9(a) may be postponed, delayed, waived or modified with the consent of the
Required Lenders);

release any material Guaranty or the pledge of any Equity Interest in any(d)
Subsidiary under any Loan Document, other than a release of such Guaranty or pledge
of such Equity Interest to permit divestiture of the relevant Subsidiary permitted by this
Agreement or specifically approved by the Required Lenders;

any change in the superpriority status of the Obligors’ obligations;(e)

(e) other than as permitted by Section 8.18(a)(i), release Agent’s Lien in all or(f)
substantially all of the Collateral;

(f) change the definition of “Required Lenders”; or(g)

(g) amend this Section 10.2 or any other provision of this Agreement requiring(h)
the consent or other action of the Required Lenders or all Lenders.

Any waiver or consent given hereunder shall be effective only in the specific instance and for
the specific purpose for which given.  No notice to or demand on any Borrower in any case
shall entitle any Borrower to any other or further notice or demand in similar or other
circumstances.

If, in connection with any proposed amendment, waiver or consent requiring the consent of
“each Lender directly affected thereby,” the consent of the Required Lenders is obtained, but
the consent of other necessary Lenders is not obtained (any such Lender whose consent is
necessary but not obtained being referred to herein as a “Non-Consenting Lender”), then the

Administrative Agent may elect to replace a Non-Consenting Lender as a Lender party to this
Agreement, provided that, concurrently with such replacement, (i) another bank or other entity
which is satisfactory to the Administrative Agent shall agree, as of such date, to purchase for
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cash the Revolving Loans and other Obligations due to the Non-Consenting Lender pursuant to
an assignment and assumption and to become a Lender for all purposes under this Agreement
and to assume all obligations of the Non-Consenting Lender to be terminated as of such date
and to comply with the requirements of Section 8.12, unless waived by the Administrative
Agent and the Administrative Borrower and (ii) the Administrative Borrower shall pay to such
Non-Consenting Lender in same day funds on the day of such replacement (1) all interest, fees
and other amounts then accrued but unpaid to such Non-Consenting Lender by the Borrowers
hereunder to and including the date of termination, and (2) an amount, if any, equal to the
payment (in excess of the face value of the principal amount) which would have been due to
such Lender on the day of such replacement had the Loans of such Non-Consenting Lender
been prepaid on such date rather than sold to the replacement Lender.

Notices and Distributions.Section 10.3.

Except as otherwise expressly provided herein, all notices, requests, demands(a)
and other communications provided for under the Loan Documents shall be in writing
and delivered to the applicable parties at their respective addresses set forth on
Schedule 10.3, or, as to each party, at such other address as shall be designated by
such party in a written notice to the other party complying as to delivery with the terms
of this Section 10.3.  All such notices, requests, demands and other communications,
shall be effective upon actual delivery if hand delivered, or shall be effective when sent
by nationally recognized overnight mail courier or delivery service, or if sent by email
or PDF, whet sent, in each case addressed as aforesaid, except that notices or requests
to the Agent, any Lender, or any other Secured Party pursuant to any of the provisions
of Article II shall not be effective until received by the Agent, such Lender, or such
other Secured Party.

Each Obligor agrees that the Administrative Agent may (but shall not be(b)
required to) make any materials delivered by such Obligor to the Administrative Agent,
as well as, but not limited to, any amendments, waivers, consents, and other written
information, documents, instruments and other materials relating to any Group
Member, or any other materials or matters relating to this Agreement, the other Loan
Documents, the ABL DIP Credit Documents, the Related Transactions or any of the
transactions contemplated hereby or thereby (collectively, the “Communications”)
available to the Secured Parties by posting such notices on an electronic delivery
system (which may be provided by the Administrative Agent, an Affiliate, or any
Person that is not an Affiliate of the Administrative Agent), such as IntraLinks®, or a
substantially similar electronic system that requires passwords for access and takes
other customary measures with respect to confidentiality and security (the “Platform”)
all of which shall be at the cost and expense of the Obligors.  Each of Holdings and
each Obligor acknowledges that (i) the distribution of material through an electronic
medium is not necessarily secure and that there are confidentiality and other risks
associated with such distribution, (ii) the Platform is provided “as is” and “as
available” and (iii) neither the Administrative Agent nor any of its Affiliates represents
or warrants the accuracy, completeness, timeliness, sufficiency or sequencing of the
Communications posted on the Platform.  The Administrative Agent and its Affiliates
expressly disclaim with respect to the Platform any liability for errors in transmission,
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incorrect or incomplete downloading, delays in posting or delivery, or problems
accessing the Communications posted on the Platform and any liability for any losses,
costs, expenses or liabilities that may be suffered or incurred in connection with the
Platform.  No warranty of any kind, express, implied or statutory, including, without
limitation, any warranty of merchantability, fitness for a particular purpose, non-
infringement of third party rights or freedom from viruses or other code defects, is
made by the Administrative Agent or any of its Affiliates in connection with the
Platform.

Each Secured Party party hereto agrees that notice to it (as provided in the next(c)
sentence) (a “Notification”) specifying that any Communication has been posted to the
Platform shall for purposes of this Agreement constitute effective delivery to such
Secured Party, as applicable, of such information, documents or other materials
comprising such Communication.  Each Secured Party party hereto agrees (i) to notify,
on or before the date such Secured Party becomes a party to this Agreement, the
Administrative Agent in writing of such Secured Party’s e-mail address to which a
Notification may be sent (and from time to time thereafter to ensure that the
Administrative Agent has on record an effective e-mail address for such Secured Party)
and (ii) that any Notification may be sent to such e-mail address.

Expenses.Section 10.4.

Section 10.4. Agent Expenses.  Any action taken by any Obligor under or with(a)
respect to any Loan Document, even if required under any Loan Document or at the
request of any Secured Party, shall be at the expense of such Obligor, and no Secured
Party shall be required under any Loan Document to reimburse any Group Member
therefor except as expressly provided therein.  The Borrowers will reimburse the Agent
for all Agent Expenses, such reimbursement to be made (a) on the Closing Date, in the
case of all Agent Expenses incurred on or prior to the Closing Date (unless waived by
the Agent), and (b) promptly following request for reimbursement, in the case of other
Agent Expenses.  The obligations of the Obligors under this Section 10.4 shall survive
termination of this Agreement and the discharge of the Obligations.

Lender Expenses.  The Borrowers shall pay (i) all reasonable out-of-pocket(b)
expenses of the Lenders (x) associated with the preparation, negotiation, execution and
delivery of the term sheet relating to the Loan Documents and associated with the
preparation, negotiation, execution, delivery and administration of the Loan Documents
and any amendment or waiver with respect thereto (including the reasonable fees,
disbursements and other charges of counsel) and (y) incurred by the Lenders in
connection with the Chapter 11 Cases, including charges of counsel to the steering
committee of holders of the 2011 Convertible, Subordinated Debentures incurred in
connection with the objection to the Bayside debtor-in-possession credit facility on
January 30, 2013; and (ii) all out-of-pocket expenses of the Lenders (including the
fees, disbursements and other charges of counsel) in connection with the enforcement
of the Loan Documents.
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Costs and Expenses; Indemnification.  In addition to the payment ofSection 10.5.
Agent Expenses pursuant to Section 10.4, each Borrower agrees to indemnify, defend and hold
harmless the Agent, each Lender, each other Secured Party and each of their respective
participants, parent corporations, subsidiary corporations, affiliated corporations, successor
corporations, and all present and future officers, directors, employees, attorneys and agents
(the “Indemnitees”), from and against (i) any Environmental Liability, or any other Liability to
which any Indemnitee may be subjected as a result of any past, present or future existence,
use, handling, storage, transportation or disposal of any Hazardous Substance by any Group
Member or with respect to any property owned, leased or controlled by any Group Member,
(ii) any and all transfer taxes, documentary taxes, recording taxes, assessments or charges
made by any Governmental Authority (excluding income or gross receipts taxes) by reason of
the execution and delivery of this Agreement and the other Loan Documents, the recording or
filing of any Mortgage or other Loan Document, the Agent’s Lien in any Collateral, or the
making of any Loans, and (iii) any and all Liabilities of any kind or nature whatsoever
(including, without limitation, the reasonable fees and disbursements of counsel) in connection
with any investigative, administrative or judicial proceedings, whether or not such Indemnitee
shall be designated a party thereto, or with any other matter, in each case which may be
imposed on, incurred by or asserted against such Indemnitee, in any manner relating to or
arising out of or in connection with, (w) the Commitments, the making or maintaining of any
Loans, the entering into of this Agreement or any other Loan Documents, any Obligation (or
the repayment thereof), the Agent’s Lien in any Collateral, or the use or intended use of the
proceeds of the Loans, or any securities filing of, or with respect to, any Group Member, (x)
any commitment letter, proposal letter or term sheet with any Person or any contractual
obligation, arrangement or understanding with any broker, finder or consultant, in each case
entered into by or on behalf of any Group Member or any Affiliate of any of them in
connection with any of the foregoing and any contractual obligation entered into in connection
with any Platform, (y) any actual or prospective investigation, litigation or other proceeding,
whether or not brought by any such Indemnitee or any of its Related Persons, any holders of
its securities or its creditors (and including attorneys’ fees in any case), whether or not any
such Indemnitee, Related Person, holder or creditor is a party thereto, and whether or not
based on any securities or commercial law or regulation or any other Requirement of Law or
theory thereof, including common law, equity, contract, tort or otherwise, or (z) any other act,
event or transaction related, contemplated in or attendant to any of the foregoing.  If any
investigative, judicial or administrative proceeding arising from any of the foregoing is
brought against any Indemnitee, upon request of such Indemnitee, the Administrative
Borrower, or counsel designated by the Administrative Borrower and satisfactory to the
Indemnitee, will resist and defend such action, suit or proceeding to the extent and in the
manner directed by the Indemnitee, at the Borrowers’ sole cost and expense.  Each Indemnitee
will use its commercially reasonable efforts to cooperate in the defense of any such action,
suit or proceeding.  If the foregoing undertaking to indemnify, defend and hold harmless may
be held to be unenforceable because it violates any law or public policy, the Borrowers shall
nevertheless make the maximum contribution to the payment and satisfaction of each of the
indemnified liabilities contemplated hereby which is permissible under Applicable Law.  Each
of the Group Members hereby releases, acquits, and forever discharges the Agent, each of the
Lenders, and each other Secured Party, and each of and every past and present affiliates,
officers, directors, agents, servants, employees, representatives and attorneys of the Agent, the
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Lenders and the other Secured Parties, from any and all claims, causes of action, suits, debts,
liens, obligations, liabilities, demands, losses, costs and expenses (including attorneys’ fees) of
any kind, character, or nature whatsoever, known or unknown, fixed or contingent, which any
Group Member may have or claim to have now or which may hereafter arise out of or
connected with any act of commission or omission of the Indemnitees (except, as to each
Indemnitee, to the extent arising solely out of the gross negligence, fraud or willful
misconduct of such Indemnitee as finally determined by a non-appealable judgment of a court
of competent jurisdiction) including, without limitation, any claims, liabilities or obligations
arising with respect to the this Agreement or the other Loan Documents or the transactions
contemplated hereby or thereby.  The provisions of this Section 10.5 shall be binding upon
each of the Group Members and shall inure to the benefit of the Agent, the Lenders and the
other Secured Parties and each of the past and present affiliates, officers, directors, agents,
servants, employees, representatives and attorneys of the Agent, the Lenders and the other
Secured Parties.  The obligations of the Obligors under this Section 10.5 shall survive
termination of this Agreement and the discharge of the Obligations.

Execution in Counterparts.  This Agreement and other Loan DocumentsSection 10.6.
may be executed in any number of counterparts, each of which when so executed and
delivered (including by PDF or facsimile transmission, which shall be as effective as delivery
of a manually executed counterpart hereof) shall be deemed to be an original and all of which
counterparts, taken together, shall constitute but one and the same instrument.

Governing Law; Jurisdiction; Waiver of Jury Trial; Waiver of Special,Section 10.7.
Direct, or Consequential Damages.

Governing Law.  The Loan Documents shall be governed by, and construed in(a)
accordance with, the laws of the State of New York (without giving effect to any conflict
of law principles), except to the extent the law of any other jurisdiction applies as to the
perfection or enforcement of the any security interest in any Collateral (to the extent
collateral security is granted with respect to the Obligations) and except to the extent
expressly provided to the contrary in any Loan Document.

Jurisdiction.  The Obligors, the Agent and the Lenders hereby irrevocably(b)
submit to the exclusive jurisdiction and venue of the Bankruptcy Court and any state or
federal court of the United States sitting in the State of New York, and any appellate
court thereof, in any action or proceeding arising out of or relating to this Agreement
or any of the other Loan Documents, and the Obligors, the Agent and the Lenders
hereby irrevocably agree that all claims in respect of such action or proceeding may be
heard and determined in such state or federal court.  The Obligors, the Agent and the
Lenders hereby irrevocably waive, to the fullest extent they may effectively do so, the
defense of an inconvenient forum to the maintenance of such action or proceeding.
Each Obligor agrees that a final judgment in any such action or proceeding may be
enforced in other jurisdictions by suit on the judgment or in any other manner provided
by law.  Nothing in this Section 10.7(b) shall affect the right of the Agent or any
Lender to serve legal process in any other manner permitted by law or affect the right
of the Agent or any Lender to bring any action or proceeding against any Group
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Member or the property of any Group Member (including the Collateral) in the courts
of other jurisdictions.

WAIVER OF JURY TRIAL.  THE OBLIGORS, THE LENDERS AND THE(c)
AGENT HEREBY IRREVOCABLY WAIVE ALL RIGHT TO TRIAL BY JURY IN
ANY ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR
RELATING TO ANY LOAN DOCUMENT OR ANY INSTRUMENT OR
DOCUMENT DELIVERED THEREUNDER.

Special, Indirect or Consequential Damages.  In no event shall any Indemnitee(d)
be liable on any theory of liability for any special, indirect, consequential or punitive
damages (including any loss of profits, business or anticipated savings), unless
resulting solely and directly from the gross negligence, fraud or willful misconduct of
such Indemnitee as determined pursuant to a final, non-appealable order of a court of
competent jurisdiction.  Each Obligor hereby waives, releases and agrees (and shall
cause each other Group Member to waive, release and agree) not to sue upon any such
claim for any special, indirect, consequential or punitive damages, whether or not
accrued and whether or not known or suspected to exist in its favor.

Integration; Inconsistency.  This Agreement, together with the LoanSection 10.8.
Documents, comprise the final and complete integration of all prior expressions by the parties
hereto with respect to the subject matter hereof and shall constitute the entire agreement
among the parties hereto with respect to such subject matter, superseding all prior oral or
written understandings.  If any provision of a Loan Document (other than the Intercreditor
Agreement) is inconsistent with or conflicts with a comparable or similar provision appearing
in this Agreement, the comparable or similar provision in this Agreement shall govern.

Agreement Effectiveness.  This Agreement shall become effective uponSection 10.9.
delivery of fully executed counterparts hereof to each of the parties hereto.

Advice from Independent Counsel.  The parties hereto understand thatSection 10.10.
this Agreement is a legally binding agreement that may affect such party’s rights.  Each party
hereto represents to the other that it has received legal advice from counsel of its choice
regarding the meaning and legal significance of this Agreement and that it is satisfied with its
legal counsel and the advice received from it.

Binding Effect; No Assignment by Borrower; Third Party Beneficiary.Section 10.11.
This Agreement shall be binding upon and inure to the benefit of the Obligors, the Lenders,
the Agent and their respective successors and assigns; provided, however, no Obligor may
assign any or all of its rights or obligations hereunder or any of its interest herein without the
prior written consent of the Administrative Agent and all Lenders.

Confidentiality.  The Agent and each Lender shall hold all non-publicSection 10.12.
information regarding the Group Members and their businesses obtained by the Agent or such
Lender pursuant to the requirements hereof in accordance with the Agent’s or such Lender’s
customary procedures for handling confidential information of such nature, it being understood
and agreed by each Group Member that, in any event, the Agent and each Lender may make
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(i) on a confidential basis, disclosures of such information to Affiliates of such Lender or the
Agent and to their respective agents and advisors (and to other Persons authorized by a Lender
or the Agent to organize, present or disseminate such information in connection with
disclosures otherwise made in accordance with this Section 10.12), (ii) disclosures of such
information reasonably required by any bona fide or potential assignee, transferee or
participant in connection with the contemplated assignment, transfer or participation of or in
any Revolving Loans or by any direct or indirect contractual counterparties (or the professional
advisors thereto) to any swap or derivative transaction relating to any Group Member and its
obligations (provided, such assignees, transferees, participants, counterparties and advisors are
advised of and agree to be bound by either the provisions of this Section 10.12 or other
provisions at least as restrictive as this Section 10.12), (iii) disclosure to any rating agency
when required by it, provided that, prior to any disclosure, such rating agency shall undertake
in writing to preserve the confidentiality of any confidential information relating to the Group
Members received by it from the Agent or any Lender, (iv) disclosures in connection with any
litigation or other adversary proceeding involving parties hereto which such litigation or
adversary proceeding involves claims related to the rights or duties of such parties under this
Agreement or the other Loan Documents, and (v) disclosures required or requested by any
Governmental Authority or representative thereof or pursuant to legal or judicial process;
provided, unless specifically prohibited by Applicable Law or court order, each Lender and the
Agent shall make reasonable efforts to notify the Administrative Borrower of any request by
any Governmental Authority or representative thereof (other than any such request in
connection with any examination of the financial condition or other routine examination of
such lender by such Governmental Authority) for disclosure of any such non-public
information prior to disclosure of such information.  In addition, notwithstanding the above,
BaysideU.S. Bank (or any successor thereto as Agent) and its Affiliates (but, subject to the
foregoing, not any other Lenders or their Affiliates) may disclose the existence of the Loan
Documents and the information about the Loan Documents to any Person.

Each Group Member shall, and shall cause its Affiliates to, not disclose any of(a)
the terms and conditions or other provisions of the Administrative Agent Fee Agreement to
any Person, and shall keep all such terms and conditions confidential,(i) [reserved] and (ii)
take all reasonable actions necessary to prevent Schedule 1.1.1 to this Agreement from
becoming publicly available, including, without limitation, filing such Schedule 1.1.1
under seal; provided that notwithstanding the foregoing, any Group Member may make
disclosures of such information (ix) to its accountants, legal counsel and other advisors
provided that such Persons are informed of the confidentiality of such information and
agree to keep such information confidential at least to the same extent as is required
hereby, or (iiy) as required or requested by any Governmental Authority or
representative thereof or pursuant to legal or judicial process or as required by
Applicable Law (subject to the obligation in clause (ii) above to file Schedule 1.1.1
under seal); provided that, unless specifically prohibited by Applicable Law, each
Group Member shall make reasonable efforts to notify the Administrative Agent of any
request by any Governmental Authority or representative thereof for disclosure of any
such confidential information, and shall in any event, unless specifically prohibited by
Applicable Law, notify the Administrative Agent of each public disclosure of any such
information by a Group Member or any Affiliate thereof, together with the proposed
text of such public disclosure, prior to disclosure of such information, and provide the
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Administrative Agent (at the direction of the Required Lenders) an opportunity to
comment thereon, and will not in any such disclosure disclose more information than is
mandatorily required to be disclosed under Applicable Law.

Severability of Provisions.  Any provision of this Agreement which isSection 10.13.
prohibited or unenforceable shall be ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provisions hereof.

Senior Debt.  The Obligations are intended to be senior Debt, and notSection 10.14.
subordinated to any other senior Debt, or made pari passu with Debt that is subordinated to
any other Debt, of any Obligor.  The Obligations are deemed to be expressly designated and
named as “Designated Senior Debt,” “Designated Senior Indebtedness,” “Senior Indebtedness”
or similar terms for purposes of any present or future loan agreement, indenture, note issuance
or purchase agreement or other document under which such a designation is applicable or
available for senior Debt of any Obligor (including without limitation the 2011 Convertible
Subordinated Debenture Indenture).

Release of Carson-Dellosa Equity.  Upon the consummation of aSection 10.15.
Carson-Dellosa Drag-Along Sale, the Collateral Agent shall release the Liens, securing the
Obligations, on the Equity Interests in Carson-Dellosa Publishing, LLC that are Disposed of in
such transaction, provided that (and only if) (x) all of the conditions set forth in Section
8.18(a)(ii) (including the requisite certification by the Administrative Borrower) have been
satisfied with respect to such release, (y) the Liens on all of such Equity Interests securing the
ABL DIP Credit Obligations are concurrently being released, and (z) 100% of the Net Cash
Proceeds of such Carson-Dellosa Drag-Along Sale are immediately applied to prepay the
Obligations in accordance with Section 2.9(a)(i).

USA Patriot Act.  Each Lender hereby notifies the AdministrativeSection 10.16.
Borrower that pursuant to the requirements of the USA Patriot Act (Title III of Pub. L. 107-56
(signed into law October 26, 2001)) (the “USA Patriot Act”), it is required to obtain, verify
and record information that identifies each Borrower, which information includes the name
and address of such Borrower and other information that will allow such Lender to identify
such Borrower in accordance with the USA Patriot Act.

Administrative Borrower as Agent for Borrower.  Each Borrower herebySection 10.17.
irrevocably appoints Administrative Borrower as the borrowing agent and attorney-in-fact for
all Borrowers.  Each Borrower hereby irrevocably appoints and authorizes Administrative
Borrower (i) to provide Agent with all notices with respect to Loans obtained for the benefit
of any Borrower and all other notices and instructions under this Agreement and (ii) to take
such action as Administrative Borrower deems appropriate on its behalf to obtain Loans and to
exercise such other powers as are reasonably incidental thereto to carry out the purposes of
this Agreement.  Each Borrower hereby jointly and severally agrees to indemnify each
Indemnitee and hold each Indemnitee harmless against any and all liability, expense, loss or
claim of damage or injury, made against the Indemnitees by any Obligor or by any third party
whosoever, arising from or incurred by reason of (a) the handling of the Collateral as herein
provided, (b) the Indemnitees’ relying on any instructions of Administrative Borrower, or (c)
any other action taken by the Indemnitees hereunder or under the other Loan Documents,
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except that Borrowers will have no liability to the relevant Indemnitee under this Section
10.17 with respect to any liability that has been finally determined by a court of competent
jurisdiction to have resulted solely from the gross negligence, fraud or willful misconduct of
such Indemnitee.

Intercreditor Agreement.  Agent and each Lender hereunder, by itsSection 10.18.
acceptance of the benefits provided hereunder, (a) consents to the subordination of liens
provided for in the Intercreditor Agreement, (b) agrees that it will be bound by, and will take
no actions contrary to, the provisions of the Intercreditor Agreement, and (c) authorizes and
instructs the Agent to enter into the Intercreditor Agreement as Agent on behalf of each
Lender.  Agent and each Lender hereby agrees that the terms, conditions and provisions
contained in this Agreement are subject to the Intercreditor Agreement and, in the event of a
conflict between the terms of the Intercreditor Agreement and this Agreement or any of the
Loan Documents, the terms of the Intercreditor Agreement shall govern and control.

Conflict.  In the event of a conflict between this Agreement and theSection 10.19.
Final Order, the Final Order shall govern.

[Signature Pages Follow]

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed by their respective officers thereunto duly authorized, as of the date first above
written.

BORROWERS:

SCHOOL SPECIALTY, INC.,

By:  
Name:  Michael P. Lavelle
Title:  President and Chief Executive Officer

CLASSROOMDIRECT.COM, LLC,

By:  
Name:  Michael P. Lavelle
Title:  President

DELTA EDUCATION, LLC,

By:  
Name:  Michael P. Lavelle
Title:  Executive Vice President

SPORTIME, LLC,

By:  
Name:  Michael P. Lavelle
Title:  President

CHILDCRAFT EDUCATION CORP.,

By:  
Name:  Michael P. Lavelle
Title:  President

BIRD-IN-HAND WOODWORKS, INC.,

By:  
Name:  Michael P. Lavelle
Title:  President

[Signature Page to DIP Credit Agreement]
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CALIFONE INTERNATIONAL, INC.,

By:  
Name:  Michael P. Lavelle
Title:  Executive Vice President

PREMIER AGENDAS, INC.,

By:  
Name:  Michael P. Lavelle
Title:  Executive Vice President

GUARANTORS:

SELECT AGENDAS, INC.,

By:  
Name:  Michael P. Lavelle
Title:  President

FREY SCIENTIFIC, INC.,

By:  
Name:  Michael P. Lavelle
Title:  Executive Vice President

SAX ARTS & CRAFTS, INC.,

By:  
Name:  Michael P. Lavelle
Title:  President

SCHOOL SPECIALTY, INC.,

CLASSROOMDIRECT.COM, LLC,

DELTA EDUCATION, LLC,

SPORTIME, LLC,

CHILDCRAFT EDUCATION CORP.,

BIRD-IN-HAND WOODWORKS, INC.,

[Signature Page to DIP Credit Agreement]
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CALIFONE INTERNATIONAL, INC.,

PREMIER AGENDAS, INC.,

as Borrowers

By:  
Name:
Title:

SELECT AGENDAS, INC.,

By:  
Name:
Title:

FREY SCIENTIFIC, INC.,

By:  
Name:
Title:

SAX ARTS & CRAFTS, INC.,

By:  
Name:
Title:

[Signature Page to DIP Credit Agreement]
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U.S. BANK NATIONAL ASSOCIATION, as
Administrative Agent and as Collateral Agent

By:  
Name:
Title:

BAYSIDE FINANCE, LLC., as
Administrative Agent

By:  
Name:
Title:

BAYSIDE FINANCE, LLC., as
Collateral Agent

By:
Name:
Title:

[Signature Page to DIP Credit Agreement]
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Schedule 5.16

Post Closing Obligations

Obligation Due Date

Delivery of the Collateral Access Agreement No later than 30 days after the
Closing Date

Delivery of the Control Agreement No later than 30 days after the
Closing Date

Delivery of any Mortgages No later than 30 days after the
Closing Date

Delivery of any additional insured/lender’s loss payee
endorsements in favor of the Collateral Agent

No later than 15 days after the
Closing Date

Projected financial statements of the Borrowers and the
other Obligors satisfactory to the Lenders in their sole
discretion, including income statement, balance sheet
and cash flow statement, each in form and substance
consistent with the Obligors’ internal financial
statements, for fiscal years ending 2013 and 2014
presented on a monthly basis; and any updates or
modifications to such projected financial statements
previously received by the Administrative Agent, in
each case in form and substance reasonably satisfactory
to the Lenders

April 1, 2013

BAYSIDE FINANCE, LLC., as a Lender

By:  
Name:
Title:

[Signature Page to DIP Credit Agreement]
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Schedule 5.18

Milestones

The Borrowers shall undertake a dual track process by which they market the assets of the
Obligors for sale and pursue a plan of reorganization in order to maximize recoveries for all
of their stakeholders according to the following milestones,  except to the extent the failure to
meet any such milestone is due to the Bankruptcy Court’s scheduling requirements (but not
any scheduling requirements that are done or made at the request of the Borrowers):

Milestone Deadline

i. 1. Sellers and Purchaseron or before the date that is 21
days after entry of the Interim Order, (a) the
Bankruptcy Court shall have entered into the Asset
Purchase Agreement, whicha final order establishing
procedures with respect to the marketing and sale of
the Obligors’ assets (the “Sale Effort”) and

approving bidding procedures related thereto, which
order shall be in form and substance reasonably
acceptable to the Borrowers and Lenders; and (b) the
Borrowers shall have filed with the Bankruptcy
Court, a plan of reorganization (the “Plan”) and a

motion seeking approval of the disclosure statement
and solicitation procedures related to the Plan (the

“Disclosure Statement Motion”), which motion shall
be in form and substance acceptable to Agent.the
Borrowers and Lenders;

Petition Date

ii. 2. Sellers shall have filed the Chapter 11 Cases inon or
before the date that is 44 days after entry of the
Interim Order, the Bankruptcy Court. shall have
entered an order granting the Disclosure Statement
Motion, which order shall be in form and substance
reasonably acceptable to the Borrowers and Lenders;

Petition Date

iii. on or before the date that is 48 days the after entry of the Interim
Order, the Borrowers shall have commenced solicitation of votes in
connection with the Plan pursuant to sections 1125 and 1126 of the
Bankruptcy Code;

iv. 3. Sellers shall have filed the Sale Motion seeking the
Bankruptcy Court’s approval of the Bidding Procedures
Order and the Sale Order and appropriate supporting
declarations, in each case,on or before the date that
is 71 days the after entry of the Interim Order, (i)
assuming sufficient interest to purchase the
Obligors’ assets has been expressed in the

Petition Date
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Borrowers’ business reasonable judgment, with the
reasonable consent of the Lenders, an auction shall
have been conducted in connection with the Sale
Effort to determine the highest and/or best bid for
the Borrowers’ assets (the “Auction”)  and (ii) the

winning bidder selected at the Auction, if any,
shall have obtained a commitment to refinance or
repay the Obligations and the obligations under the
ABL DIP Credit Obligations in full in cash, which
commitment shall be in form and substance
acceptable to Agent

satisfactory to the Required Lenders;

v. 4. Theon or before the date that is 78 days after the
after entry of the Interim Order, (i) the Bankruptcy
Court shall have (i) heldconducted a hearing to
consider approval of the proposed Bidding
Proceduresassuming that an Auction has been held
and a winning bidder and backup bidder, if any, have
been selected, to obtain entry of a final order
approving the sale of the Borrowers’ assets to the

winning bidder at the Auction (the “Sale Order
and”), or (ii) entered the Bidding Procedures Orderin the
event that a Sale Order is not entered and the
Debtors are pursuing a Plan, the Debtors shall have
obtained a commitment to refinance or repay the
Obligations and the obligations under the ABL DIP
Credit Obligations in full in cash, which commitment
shall be in form and substance satisfactory to the
Required Lenders.

February 12,
2013

5. Deadline to submit Qualified Bids (the “Bid
Deadline” ).

March 19,
2013

6. Deadline for Sellers to commence the Auction if  any other Qualified Bid is
submitted prior to the Bid Deadline (the “Auction Deadline” ).

March 25,
2013

vi. 7. Theon or before the date that is 80 days after entry
of the Interim Order, the Bankruptcy Court shall have
entered (i) the Sale Order, which (assuming that an
Auction has been held and a winning bidder and
backup bidder, if any, have been selected), which
order shall be in form and substance reasonably
acceptable to Agent.the Borrowers and Lenders, or
(ii) the order confirming the Plan pursuant to section
1129 of the Bankruptcy Code (assuming the Plan has
obtained the requisite votes), which order shall be in
form and substance reasonably acceptable to the
Borrowers and Lenders; and

March 27,
2013
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vii. 8. The APA Closing Date shall have occurredon or
before the date that is 94 days after entry of the
Interim Order, (i) the sale of the Obligors’ assets
shall have closed (assuming that an Auction has been
held and a winning bidder and backup bidder, if any
, have been selected), or (ii) the Plan (assuming the
Plan has obtained the requisite votes) shall have
become effective.

April 11, 2013
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School Specialty Inc.
DIP Summary DRAFT ‐ Subject to Change

School Specialty Inc. DIP Analysis

$ Millions Feb-13 Feb-13 Feb-13 Feb-13 Mar-13 Mar-13 Mar-13 Mar-13 Mar-13 Apr-13 Apr-13 Apr-13 Apr-13 May-13 May-13 May-13 May-13 May-13
Week 1 Week 2 Week 3 Week 4 Week 1 Week 2 Week 3 Week 4 Week 5 Week 1 Week 2 Week 3 Week 4 Week 1 Week 2 Week 3 Week 4 Week5

Week Ended 2/2 2/9 2/16 2/23 3/2 3/9 3/16 3/23 3/30 4/6 4/13 4/20 4/27 5/4 5/11 5/18 5/25 6/1
Receipts:
Collections 7.2$          6.5$          5.9$        8.2$        7.9$       7.8$        8.3$         7.1$         9.5$        9.0$       7.2$         9.0$          10.8$      8.7$        6.8$        8.9$        10.2$       8.8$         

Disbursements:
Operating Disbursements

Payroll $0.0 $3.6 $0.0 $4.0 $0.5 $4.1 $0.2 $4.1 $0.3 $4.1 0.3$          4.2$           0.3$         4.2$         0.2$         4.2$         0.2$         4.1$         
Rent 0.7 0.0 0.0 0.0 0.7 0.0 0.0 0.0 0.0 0.7 0.0 0.0 0.0 0.7 0.0 0.0 0.0 0.0
Taxes 0.2 0.2 0.2 0.2 0.0 0.0 0.0 0.3 0.0 0.0 0.3 0.3 0.0 0.0 0.4 0.3 0.0 0.0
AP Disbursement 4.3 14.2 7.6 5.2 8.9 8.5 6.8 7.1 7.4 8.6 9.2 9.7 10.5 9.7 9.2 9.2 9.2 7.5
Debtor Professionals Fees 0.0 0.0 0.0 0.0 0.0 0.0 1.7 0.0 0.0 0.0 0.0 1.6 0.0 0.0 0.0 2.4 0.0 1.9
Professional Fees for Unsecured Creditors 0.0 0.0 0.0 0.0 0.9 0.0 0.4 0.0 0.0 0.0 0.0 0.4 0.0 0.0 0.0 0.7 0.0 2.0
Restructuring/ Other Profess. Fees 0.0 0.2 0.7 0.0 0.0 0.0 1.0 0.0 0.0 0.0 0.0 0.9 0.0 0.0 0.0 0.7 5.8 0.0

Total Operating Disbursements $5.1 $18.1 $8.5 $9.4 $11.0 $12.6 $10.1 $11.6 $7.7 $13.4 $9.8 $17.1 $10.8 $14.6 $9.7 $17.4 $15.2 $15.5

ABL Interest/ Fee $2.1 $0.0 $0.0 $0.2 $1.1 $0.0 $0.0 $0.0 $0.2 $0.0 $0.0 $0.2 $0.3 $0.0 $0.0 $0.0 $0.0 $0.3
Term Loan Interest 2.7 0.0 0.0 0.0 1.2 0.0 0.0 0.0 0.9 0.0 0.0 0.0 0.9 0.0 0.0 0.0 0.0 0.9
Term Loan DIP Interest/ Fees  1.7 0.0 0.0 0.3 0.1 0.0 0.0 0.0 0.4 0.0 0.0 0.0 0.4 0.0 0.0 0.0 0.0 2.1
Convertible Notes Interest (Prepetition) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Disbursements $11.6 $18.1 $8.5 $9.9 $13.4 $12.6 $10.1 $11.6 $9.3 $13.4 $9.8 $17.4 $12.4 $14.6 $9.7 $17.4 $15.2 $18.8

Net Cash Flows ($4.4) ($11.7) ($2.6) ($1.7) ($5.5) ($4.8) ($1.8) ($4.5) $0.2 ($4.5) ($2.6) ($8.4) ($1.6) ($5.9) ($3.0) ($8.5) ($4.9) ($9.9)

Beginning Cash Balance -$          5.0$          0.0$        0.4$        0.0$       5.5$        4.0$         4.6$         1.7$        11.1$     7.7$         7.9$          4.5$        3.3$        7.4$        6.8$        1.8$         0.5$         
Net Cash Outflows (11.6)         (18.1)          (8.5)        (9.9)       (13.4)     (12.6)      (10.1)     (11.6)     (9.3)        (13.4)     (9.8)         (17.4)        (12.4)      (14.6)      (9.7)        (17.4)      (15.2)        (18.8)        
Net Borrowings/(Paydowns) 16.5          13.2           8.9           9.5           18.9        11.1         10.7         8.7           18.7         10.1        10.0          14.0           11.2         18.7         9.1           12.4         13.8         18.3         
Unrestricted Cash Balance 5.0$          0.0$          0.4         0.0$        5.5$       4.0$        4.6$         1.7$         11.1$     7.7$       7.9$         4.5$          3.3$        7.4$        6.8$        1.8$        0.5$         0.0$         

ABL DIP Balance
Projected ABL Availability 58.8$        56.6$         56.3$      57.8$     58.1$     61.5$     63.5$     64.4$     65.2$     65.2$     69.3$       75.6$        78.8$      81.7$      82.3$      86.8$      87.4$       86.1$       
ABL Beginning Balance 43.3          37.7           46.0       44.8       44.1      43.7        47.0       49.4        50.9        50.1      51.2        54.0         59.0       59.4       63.5       65.8       69.3         67.9         
Minimum Liquidity 5.0            5.0            5.0         5.0         5.0        5.0          5.0          5.0          5.0          5.0        5.0          5.0           5.0         5.0         5.0         5.0         5.0           5.0           
Excess/(Deficit) ABL Availability $10.5 $13.9 $5.2 $8.1 $9.1 $12.8 $11.5 $10.0 $9.2 $10.1 $13.1 $16.5 $14.8 $17.2 $13.8 $16.0 $13.0 $13.2

Incremental ABL Funding/(Paydown) 1.5$          13.2$         4.4$         6.5$         7.6$        11.1$      10.7$      8.7$         8.7$         10.1$      10.0$        14.0$         11.2$       12.7$       9.1$         12.4$       8.8$         13.2$       
Funded ABL Debt Balance 37.7          44.0           44.8       43.1       43.7      47.0        49.4       50.9        50.1        51.2      54.0        59.0         59.4       63.5       65.8       69.3       67.9         72.3         

Term Loan DIP
Funded DIP Balance -            15.0           15.0       19.5       22.5      33.8        33.8       33.8        33.8        43.8      43.8        43.8         43.8       43.8       49.8       49.8       49.8         54.8         
Incremental DIP Funding 15.0          -             4.5           3.0           11.3        -          -          -          10.0         -          -            -             -           6.0           -           -           5.0           5.2           
Ending Funded Balance 15.0$        15.0$         19.5$      22.5$     33.8$     33.8$     33.8$     33.8$     43.8$     43.8$     43.8$       43.8$        43.8$      49.8$      49.8$      49.8$      54.8$       60.0$       

Note
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, other than the Professionals' Carve-Out for amounts anticipated to be incurred on 
or after the earlier of the Required Prepayment Date (as defined in the ABL DIP Credit Agreement) and April 30, 2013 (including any success fee), which amounts shall be funded exclusively
from the Term Loan Priority Collateral or the Bayside DIP Credit Agreement."  The delayed closing fee for the Ad Hoc DIP Facility requires a 1% delayed closing fee which we have paid out of cash flow in the final week.
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	(b) granting certain relief relating to the Ad Hoc DIP Facility; and
	(c) scheduling a hearing on or before March 15, 2013 to consider entry of the Final Order to approve the Ad Hoc DIP Facility.
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	e. Repay in Full Amounts Outstanding Under the Prepetition Term Loan Credit Agreement and the Bayside DIP Credit Agreement:  upon entry of final non-appealable order, the Ad Hoc DIP Facility shall be used to pay in full all unpaid amounts in respect o...
	f. Final Hearing:  Scheduling a date for a hearing on this Motion to consider entry of the Final Order, to be held on or before March 15, 2013.   Ad Hoc DIP Credit Agreement at §7.1(s)(v).
	A. The Ad Hoc DIP Facility Should Be Approved.
	B. The Debtors Should Be Authorized to Repay the Bayside DIP Facility and Prepetition Term Loan Credit Facility in Full
	C. The Ad Hoc DIP Facility is the Best Postpetition Financing Available.
	D. The Terms of the Ad Hoc DIP Credit Agreement are Fair, Reasonable, and Appropriate.
	E. The Automatic Stay Should Be Modified on a Limited Basis.
	F. Interim Approval Should Be Granted with Respect to the Ad Hoc DIP Facility.
	G. The Debtors’ Request to File the Commitment Letter in Redacted Form.
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	(i) $60,000,000 in respect of new money financing (less any amount used to repay all amounts outstanding under the current debtor-in-possession facility (the “Bayside DIP Facility”) provided by Bayside Finance LLC (“Bayside”) as set forth in clause (i...
	(ii) $67,000,000 to be used by the Debtors on the Closing Date to repay the aggregate outstanding principal due under the Credit Agreement, dated as of May 22, 2012 (as amended, restated, supplemented or otherwise modified prior to the Petition Date (...
	(iii) $25,000,000 to be used by the Debtors on the Closing Date to fund an interest-bearing escrow account with respect to the disputed Early Payment Fee and Prepetition Term Loan Default Interest (if any) in connection with the Prepetition Term Loan ...
	(iv) $22,500,000 to be used by the Debtors on the Closing Date to refinance the outstanding balance of principal of the Bayside DIP Facility (the “Bayside DIP Facility Repayment”), subject to the terms and conditions of the Ad Hoc DIP Credit Documents;
	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 reserv...
	2. Jurisdiction.  The Bankruptcy 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 the Bankruptcy Court pursuant to 28 U.S.C....
	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(c) and the Local...
	4. Debtors’ Stipulations.  Without prejudice to the rights of any other party (but which are subject to the limitations thereon contained in paragraph 19 herein), all of the Debtors’ stipulations set forth in paragraph 4 of the Final ABL DIP Order wit...
	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 Ad Hoc DIP Facility 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 pa...
	(c) Under the circumstances, the Debtors are unable to obtain financing on more favorable terms from sources other than the Ad Hoc DIP Lenders under the Ad Hoc DIP Documents and are unable to obtain adequate unsecured credit allowable under Bankruptcy...
	(d) The terms of the Ad Hoc DIP Documents are fair and reasonable, reflect the Debtors’ exercise of prudent business judgment and constitute reasonably equivalent value and fair consideration.
	(e) The entry of this Interim Order is consistent with the DIP Intercreditor Agreement and shall not be deemed to violate any provision of the DIP Intercreditor Agreement.
	(f) The Ad Hoc DIP Documents have been negotiated in good faith and at arms’ length among the Debtors, the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders, and all of the Debtors’ obligations and indebtedness arising under, in respect of or in connection ...
	(g) The Debtors have requested entry of this Interim Order pursuant to Bankruptcy Rule 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. Consummati...

	6. Authorization for the Ad Hoc DIP Credit Agreement and the Ad Hoc DIP Documents.
	(a) The Debtors are hereby authorized to execute and enter into the Ad Hoc DIP Documents, including the Ad Hoc DIP Credit Agreement, and the Ad Hoc DIP Credit Agreement and the other Ad Hoc DIP Documents are hereby approved. The Ad Hoc DIP Credit Agre...
	(b) Prior to entry of the Final Order, the Borrowers are hereby authorized to borrow money pursuant to the Ad Hoc DIP Credit Agreement, and the Borrowers and the Guarantors are hereby authorized to guaranty such borrowings, up to an aggregate principa...
	(c) The Borrowed Amount may be used in accordance with the terms of this Interim Order and the Ad Hoc DIP Credit Agreement (and subject to the Approved Budget provided for under the Ad Hoc DIP Credit Agreement) to, among other things, (x) provide work...
	(d) The proceeds of any borrowing under the Ad Hoc DIP Facility and the proceeds of any sales of Term Loan Priority Collateral shall be deposited into a segregated account of the Borrower (the “Term Loan Priority Collateral Deposit Account”) pursuant ...
	(e) In furtherance of the foregoing and without further approval of the Bankruptcy Court, each Debtor is authorized and directed to perform all acts, to make, execute and deliver all instruments and documents (including, without limitation, the execut...
	(i) the execution, delivery and performance of the Ad Hoc DIP Documents, including, without limitation, the Ad Hoc DIP Credit Agreement, any security and pledge agreements, any mortgages contemplated thereby and the letter agreements referred to in cl...
	(ii) the execution, delivery and performance of one or more amendments, waivers, consents or other modifications to and under the Ad Hoc DIP Documents for, among other things, the purpose of adding additional financial institutions as Ad Hoc DIP Lende...
	(iii) the non-refundable payment to the Ad Hoc DIP Agent or Ad Hoc DIP Lenders, as the case may be, solely from the proceeds of the Ad Hoc DIP Facility or the Term Loan Priority Collateral, of the fees referred to in the Ad Hoc DIP Credit Agreement (a...
	(iv) the performance of all other acts required under or in connection with the Ad Hoc DIP Documents.

	(f) Upon execution and delivery of the Ad Hoc DIP Credit Agreement and the other Ad Hoc DIP Documents, such Ad Hoc DIP Documents shall constitute valid, binding and non-avoidable obligations of the Debtors enforceable against each Debtor party thereto...
	(g) If the Debtors fail to timely execute and deliver the Ad Hoc DIP Credit Agreement and the other Ad Hoc DIP Documents as required by the Ad Hoc DIP Credit Agreement, then all DIP Obligations, including borrowings and accrued and unpaid interest and...
	(h) Each Guarantor agrees that (i) its guarantee obligations shall be, and is, absolute and unconditional for all purposes in the Chapter 11 Cases and is a present and continuing guarantee of payment and not of collection, and (ii) its obligations und...

	7. Superpriority Claims.  Subject to the rights of the ABL DIP Lenders granted pursuant to the Final ABL DIP, pursuant to Bankruptcy Code section 364(c)(1), all of the DIP Obligations shall constitute allowed senior administrative expense claims again...
	8. Carve-Out.
	(a) For the purposes of this Interim Order, the term “Carve-Out” shall mean the following: (i) all fees required to be paid to the Clerk of the Bankruptcy Court and to the Office of the United States Trustee under 28 U.S.C. § 1930(a) plus interest pur...
	(b) For the avoidance of doubt, the Carve-Out shall be senior to all liens and claims (including, without limitation, administrative and superpriority claims) securing the DIP Obligations and any and all other forms of adequate protection, liens, secu...
	(c) Nothing herein shall (i) be construed as consent by the Ad Hoc DIP Agent to the allowance of any fees, costs, expenses, reimbursements or compensation sought by any such Professionals, (ii) affect the right of the Ad Hoc DIP Agent or any party to ...
	(d) Prior to the occurrence of an Event of Default, the Debtors are authorized to pay compensation and reimbursement of fees and expenses that are authorized to be paid under sections 330 and 331 of the Bankruptcy Code pursuant to an order of the Bank...

	9. 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, pl...
	(a) First Lien on Unencumbered Property.  Subject to the terms of the DIP Intercreditor Agreement, pursuant to Bankruptcy Code section 364(c)(2), a valid, binding, continuing, enforceable, fully perfected senior security interest in and lien upon all ...
	(b) Liens Equal and Ratable to Certain Other Liens.  Except as set forth in Paragraph 10 and subject to the DIP Intercreditor Agreement (which provides for, among other things, the Ad Hoc DIP Agent, for the benefit of itself and the Ad Hoc DIP Lenders...
	(c) Liens Junior to Certain Other Liens.  Except as otherwise set forth in paragraph 10 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 p...
	(d) Liens Senior to Certain Other Liens.  The DIP Liens 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...

	10. Priority of DIP Liens; Bayside Replacement Lien.
	(a) Notwithstanding anything to the contrary herein and subject to the terms of the DIP Intercreditor Agreement (a) the DIP Liens granted hereunder and under the Ad Hoc DIP Documents to the Ad Hoc DIP Agent, for the benefit of the Ad Hoc DIP Lenders, ...
	(b) Notwithstanding anything to the contrary herein or in the Interim ABL DIP Order or the Final ABL DIP Order, any and all liens and security interests (i) on or in the DIP Collateral granted pursuant to the Interim ABL DIP Order, the Final ABL DIP O...
	(c) As set forth in paragraph 31 of the Final ABL DIP Order, from and after the First Amendment Effective Date (as defined in the Final ABL DIP Order), the Ad Hoc DIP Agent shall be deemed a party to, and bound by, the terms and provisions of the DIP ...
	(d) Upon the occurrence of a Priority Collateral Event (as defined in the Final ABL DIP Order), the rights of the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders in all Term Loan Priority Collateral shall be subject to the terms and conditions set forth i...
	(e) For purposes of this paragraph 11, all references to the Final ABL DIP Order shall be to such order as in effect on the date hereof without giving effect to any subsequent amendments or modifications unless consented to by the Ad Hoc Lenders, in w...

	11. Protection of Ad Hoc 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 Ad Hoc DIP Documents or this Interim Order.
	(b) The automatic stay provisions of Bankruptcy Code section 362 are vacated and modified to the extent necessary to permit the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders to exercise: (i) immediately upon the occurrence of an Event of Default, all ri...

	12. 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 m...
	13. Fees and Expenses of Ad Hoc DIP Agent and Ad Hoc DIP Lenders.  Payable solely from proceeds of the Ad Hoc DIP Facility or Term Loan Priority Collateral, the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders shall receive from the Debtors current cash pa...
	14. Interest.  The DIP Obligations shall bear interest at the applicable rate (including any applicable default rate after the occurrence of an Event of Default set forth in the Ad Hoc DIP Documents), and be due and payable in accordance with this Int...
	15. Financial Reporting.  The Debtors shall provide the Ad Hoc DIP Agent and the Committee with financial and other reporting as described in the Ad Hoc DIP Documents.
	16. Perfection of DIP Liens.
	(a) Subject to the provisions of paragraph 9(b) above, the Debtors, the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders are hereby authorized, but not required, to file or record financing statements, trademark filings, copyright filings, mortgages, notic...
	(b) A certified copy of this Interim Order may, in the discretion of the Ad Hoc DIP Agent, 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 instrumen...
	(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 pa...

	17. 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 Ad Hoc DIP Agent or the Ad Hoc DIP Lenders shall be granted or allowed until the ...
	(b) Unless all DIP Obligations shall have indefeasibly been Paid in Full, the Debtors shall not seek, and it shall constitute an Event of Default if any of the Debtors seek, or if there is entered, (i) any modification or extension of this Interim Ord...
	(c) 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, primin...
	(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 incurred ...
	(e) Except as expressly provided in this Interim Order or in the Ad Hoc DIP Documents, the DIP Liens, the Superpriority Claims, and all other rights and remedies of the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders granted by the provisions of this Inte...

	18. Limitation on Use of DIP Financing Proceeds and Collateral.  Notwithstanding anything herein or in any other order by the Bankruptcy Court to the contrary, no borrowings, proceeds of letters of credit, DIP Collateral, portion of the proceeds of th...
	19. Effect of Stipulations on Third Parties; Investigations of Prepetition Liens.
	(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...
	(b) Notwithstanding the foregoing, the Committee shall be entitled to investigate and commence any adversary proceeding or contested matter, as required by the applicable Federal Rules of Bankruptcy Procedure, by no later than the earlier of the date ...
	(c) Nothing in this Interim Order vests or confers on any person (as defined in the Bankruptcy Code) standing or authority to pursue any cause of action belonging to the Debtors or their estates.  Notwithstanding the foregoing, the Committee shall be ...
	(d) Upon approval of the Final Order, notwithstanding anything to the contrary herein, upon written notice to the landlord of any of the Debtors’ leased premises that an Event of Default has occurred and is continuing, the Ad Hoc DIP Agent may enter u...

	20. Insurance Policies.  Effective as of entry of this Interim Order, the Ad Hoc DIP Agent and the Ad Hoc DIP Lenders shall be, and shall be deemed to be, without any further action or notice, named as additional insureds and loss payees on each insur...
	21. Order Governs.  In the event of any inconsistency between the provisions of this Interim Order and the Ad Hoc DIP Documents, the provisions of this Interim Order shall govern.
	22. Binding Effect; Successors and Assigns.  The Ad Hoc DIP Documents and the provisions of this Interim Order, including all findings herein, shall be binding upon all parties in interest in the Chapter 11 Cases, including, without limitation, the Ad...
	23. No Marshaling/Application of Proceeds.  In no event shall the Ad Hoc DIP Agent or the Ad Hoc DIP Lender be subject to the equitable doctrine of “marshaling” or any similar doctrine with respect to the DIP Collateral, and all proceeds shall be rece...
	24. Right to Credit Bid.  Subject to the terms of the DIP intercreditor Agreement, pursuant to section 363(k) of the Bankruptcy Code and included as part of any restructuring plan subject to confirmation under section 1129(b)(2)(A)(iii) of the Bankrup...
	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 th...
	26. No Third Party Rights.  Except as explicitly provided for herein, this Interim Order does not create any rights for the benefit of any third party, creditor, equity holder, or any direct, indirect, or incidental beneficiary other than the ABL DIP ...
	27. Exclusions.  Nothing herein or in any of the Ad Hoc 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...
	28. Release.  Subject to entry of the Final Order, upon the date that each applicable portion of the Ad Hoc Credit Facility shall be Paid in Full and prior to the release of the applicable DIP Liens, the Debtors shall execute and deliver to the Ad Hoc...
	29. Effectiveness; Conflict.
	(a) 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...
	(b) In the event of any conflict between the terms of this Interim Order and the Final ABL DIP Order with respect to the substance of the Prepetition Term Loan Secured Parties’ and the Bayside DIP Parties’ pre- and postpetition liens, claims, rights a...

	30. Filing of Annex A of Commitment Letter in Redacted Form.  Pursuant to Bankruptcy Code sections 105(a) and 107(b), Bankruptcy Rule 9018 and the Local Rule 9018-1(b), the Debtors are authorized to file Annex A to the Commitment Letter (as defined in...
	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 the Bankruptcy Court on [_________], 2013 at [__]:00 a.m. (prevailing Eastern time). The Debtors shall promptly transmit copies of this Interim Order (which shall constitute adequate notice of the F...
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	ARTICLE I  DEFINITIONS
	Section 1.1. Definitions.  For all purposes of this Agreement, except as otherwise expressly provided or unless the context otherwise requires:
	(a) the terms defined in the preamble have the meanings therein assigned to them;
	(b) the terms defined in this Article have the meanings assigned to them in this Article, and include the plural as well as the singular;
	(c) The following terms have the meanings given to them in the applicable UCC:  “commodity account”, “commodity contract”, “commodity intermediary”, “deposit account”, “entitlement holder”, “entitlement order”, “equipment”, “financial asset”, “general...
	(d) titles of articles, sections, clauses, exhibits, schedules and annexes contained in any Loan Document are without substantive meaning or content of any kind whatsoever and are not a part of the agreement between the parties hereto;
	(e) the terms “herein”, “hereof” and similar terms refer to this Agreement as a whole;
	(f) in the computation of periods of time from a specified date to a later specified date in any Loan Document, the terms “from” means “from and including” and the words “to” and “until” each mean “to but excluding” and the word “through” means “to an...
	(g) in any other case, the term “including” when used in any Loan Document means “including without limitation”;
	(h) the term “documents” means all writings, however evidenced and whether in physical or electronic form, including all documents, instruments, agreements, notices, demands, certificates, forms, financial statements, opinions and reports;
	(i) the term “incur” means incur, create, make, issue, assume or otherwise become directly or indirectly liable in respect of or responsible for, in each case whether directly or indirectly, and the terms “incurrence” and “incurred” and similar deriva...
	(j) all references to a time of day shall refer to such time of day in New York, New York;
	(k) references in this Agreement to an Exhibit, Schedule, Article, Section or clause refer to the appropriate Exhibit or Schedule to, or Article, Section or clause in, this Agreement;
	(l) references in any Loan Document, to (A) any agreement shall include, without limitation, all exhibits, schedules, appendixes and annexes to such agreement and, unless the prior consent of any Secured Party required therefor is not obtained or such...
	(m) all accounting terms not otherwise defined herein have the meanings assigned to them in accordance with GAAP (except for the term “property”, which shall be interpreted as broadly as possible, including, in any case, cash, securities, other assets...
	(n) all accounting terms, unless otherwise specified, shall be deemed to refer to Persons and their Subsidiaries on a consolidated basis in accordance with GAAP.

	Section 1.2. Payments.  The Administrative Agent may set up standards and procedures to determine or redetermine the equivalent in Dollars of any amount expressed in any currency other than Dollars and otherwise may, but shall not be obligated to, rel...

	ARTICLE II  CREDIT FACILITIES
	Section 2.1. Loans.  Subject to the terms and conditions herein set forth, each Lender hereby severally, but not jointly, agrees to make loans in Dollars (each such loan, a “Loan”), not to exceed in the aggregate the Commitment Amount, to the Borrower...
	Section 2.2. Procedures for Loans.  The Initial Borrowing shall be funded on the Closing Date without further need for the Borrowers to take any action or submit any notice or request to the Administrative Agent or Lenders.  To request a Loan to be fu...
	Section 2.3. Interest.  The outstanding principal amount of each Loan shall bear interest from the date when made to the date repaid (provided that one full day’s interest shall be payable for any Loan, or portion thereof, that is borrowed and repaid ...
	Section 2.4. Setting and Notice of Rates.  The applicable LIBOR Rate for each Interest Period shall be determined by the Administrative Agent on the Closing Date, for the initial Interest Period, and on the first Business Day of each subsequent fiscal...
	Section 2.5. Repayment of Loans; Representations; Joint and Several Liability.
	(a) The Borrowers hereby unconditionally promise to pay to the Administrative Agent for itself and the account of each Lender in cash in Dollars in immediately available funds the then unpaid amount of each Loan and any other Obligations on the Maturi...
	(b) For all purposes of calculating whether payments of amounts payable under this Agreement have been received in a timely fashion on the date required therefor pursuant to this Agreement, including calculating interest on the applicable Obligations,...
	(c) The Borrowers shall be obligated to repay all Loans made under this Article II notwithstanding the failure of the Administrative Agent to provide any written request therefor or written confirmation thereof and notwithstanding the fact that the pe...
	(d) The Borrowers shall be jointly and severally liable for all amounts due from the Borrowers to the Administrative Agent, the Lenders and the other Secured Parties under this Agreement, including, without limitation, all Obligations, regardless of w...

	Section 2.6. Notes.  Upon request by a Lender, such Lender’s Loan may be evidenced by a Note.  The unpaid principal amount of each Note and all unpaid accrued interest thereon shall be payable on the Maturity Date, or on such prior date as may be requ...
	Section 2.7. Fees.  The Borrowers shall pay to the Administrative Agent, for its own account (or to such other parties as the Administrative Agent may specify in writing), the fees specified in the Agent Fee Letter in the amounts and on the dates spec...
	Section 2.8. Use of Proceeds.

	Section 2.9. Prepayments; Apportionment and Application.
	(a) Mandatory Prepayments — Agent Election.  The Borrowers shall be required to prepay the Obligations in accordance with Section 2.9(c) upon the following events in the amounts stated below, in each case within one (1) Business Day of the receipt the...
	(i) upon the receipt by any Group Member of the proceeds of a Carson-Dellosa Drag-Along Sale or any other voluntary or involuntary Disposition or spin-offs of property, divisions, business units, or business lines of a Group Member (including casualty...
	(ii) upon the receipt by any Group Member of (1) any net proceeds of issuances of Debt for the refinancing of the Obligations, in an amount equal to 100% of such amounts, (2) net proceeds of issuances of Debt (other than Debt described in the precedin...
	(iii) if any Group Member receives any proceeds of or amounts from the Escrow Account, upon such receipt by such Group Member, in an amount equal to the amount so received.

	(b) Voluntary Prepayments.  The Borrowers may prepay the outstanding principal amount of any Loan in whole at any time and/or in part, at par, from time to time, upon not less than thirty (30) days’, and not more than sixty (60) days’ prior written no...
	(c) Prepayments Generally.  The following provisions shall apply to all prepayments under Section 2.9(a) and (b)), to the extent specified below:
	(i) any prepayment of the Loans under Section 2.9(a) and (b) shall be applied against the outstanding Loans of each Lender pro rata according to each Lender’s Percentage of such Loans;
	(ii) at any time that an Application Event has occurred, prepayments under Section 2.9(a) shall be applied in accordance with the terms of Section 2.10(f)(ii);
	(iii) [Reserved];
	(iv) [Reserved]; and
	(v) upon receipt by any Obligor of any Net Cash Proceeds, Extraordinary Receipts, net proceeds of issuances of Debt or Equity Interests, insurance proceeds or other awards payable in connection with the loss, destruction or condemnation of any propert...

	(d) No Violation of Intercreditor Agreement.  Notwithstanding anything else to the contrary in this Agreement, the Borrowers shall not be permitted to make, and the Agent and the Lenders shall not be required to receive (and for the avoidance of doubt...

	Section 2.10. Payments.
	(a) Making of Payments.  All payments and prepayments of principal, interest and other amounts due hereunder shall be made (unless otherwise expressly stated in this Agreement) to the Administrative Agent for the account of the Lenders pro rata accord...
	(b) Effect of Payments.  Each payment by the Borrowers to the Administrative Agent for the account of any Lender pursuant to Section 2.10(a) shall be deemed to constitute payment by the Borrowers directly to such Lender, provided, however, that in the...
	(c) Distributions by Agent.  Unless the Administrative Agent shall have been notified by a Lender or a Borrower prior to the date on which such Lender or Borrower are scheduled to make payment to the Administrative Agent of (in the case of a Lender) t...
	(d) Setoff.  Each Borrower agrees that each Lender, subject to such Lender’s sharing obligations set forth in Section 8.6, shall have all rights of setoff and bankers’ lien provided by Applicable Law, and in addition thereto, each Borrower agrees that...
	(e) Due Date Extension.  If any payment of principal of or interest on any Loan or any fees payable hereunder falls due on a day that is not a Business Day, then such due date shall be extended to the next following Business Day, and (in the case of p...
	(f) Apportionment and Application of Payments.
	(i) So long as no Application Event has occurred, and except as otherwise expressly specified herein, all principal and interest payments shall be apportioned ratably among the Lenders (according to the unpaid principal balance of the Obligations to w...
	(ii) At any time that an Application Event has occurred, all payments remitted to the Administrative Agent and all proceeds of Collateral received by the Agent shall be applied as follows:
	(A) first, to pay any Agent Expenses (including cost or expense reimbursements) or indemnities then due to the Agent under the Loan Documents, until paid in full;
	(B) second, to pay any fees or premiums then due to the Agent under the Loan Documents until paid in full;
	(C) third, to pay interest due in respect of all Protective Advances, pro rata, until paid in full;
	(D) fourth, to pay the principal of all Protective Advances, pro rata, until paid in full;
	(E) fifth, ratably to pay any fees then due to any of the Lenders under the Loan Documents until paid in full;
	(F) sixth, ratably to pay interest due in respect of the Loans then outstanding until paid in full;
	(G) seventh, ratably to pay the principal of all Loans then outstanding until paid in full;
	(H) eighth, ratably to pay all other Obligations; and
	(I) ninth, to the Administrative Borrower or such other Person entitled thereto under Applicable Law.

	(iii) In each instance, so long as no Application Event has occurred, Section 2.10(f)(i) shall not apply to any payment made by the Borrowers to the Administrative Agent and specified by the Administrative Borrower to be for the payment of specific Ob...
	(iv) For purposes of Section 2.10(f)(ii), “paid in full” means payment in cash in Dollars of all amounts owing under the Loan Documents according to the terms thereof, including loan fees, service fees, professional fees, interest (and specifically in...
	(v) In the event of a direct conflict between the priority provisions of this Section 2.10(f) and any other provision contained in any other Loan Document, it is the intention of the parties hereto that such provisions be read together and construed, ...

	(g) Administrative Agent Fee.  On the Closing Date the Administrative Borrower shall pay, or cause to be paid, to the Administrative Agent, the fees set forth in the Agent Fee Letter.
	(h) [Reserved].
	(i) [Reserved].
	(j) Commitment Fees.  On the Closing Date, Administrative Borrower shall pay or cause to be paid to the Administrative Agent the fees set forth in the Lender Fee Letter.

	Section 2.11. Taxes.
	(a) Payments.  All payments made by the Loan Parties to the Administrative Agent or any other Secured Party (herein any “Payee”) under or in connection with any Loan Document shall be made without any setoff or other counterclaim, and shall be free an...
	(i) if such deducted or withheld Tax is an Indemnified Tax, the applicable Loan Party shall pay such additional amounts (including, without limitation, any penalties, interest or expenses) as may be necessary in order that the net amount received by t...
	(ii) the applicable Withholding Agent shall timely pay to the relevant authorities the full amount required to be so withheld or deducted (including with respect to such additional amounts); and
	(iii) (x) if the applicable Withholding Agent is a Loan Party, such Loan Party shall promptly forward to the Administrative Agent (for prompt delivery to the appropriate Payee) an official receipt or other documentation satisfactory to the Administrat...

	(b) Other Taxes.  In addition, the Loan Parties shall timely pay any present or future stamp, recording, filing or documentary taxes or any other excise or property taxes, charges or similar levies that arise from any payment made by a Loan Party here...
	(c) Indemnification by Loan Parties.  The Loan Parties shall indemnify each Lender and the Administrative Agent for and hold it harmless against the full amount of any Indemnified Taxes and Other Taxes (including, without limitation, taxes of any kind...
	(d) Evidence of Payment.  Within 30 days after the date of any payment of Taxes by a Loan Party, the appropriate Loan Party shall furnish to the Administrative Agent, at its address referred to in Section 10.3, the original or a certified copy of a re...
	(e) Exemption from Withholding.  Any Lender that is entitled to an exemption from or reduction of withholding Tax under the law of the jurisdiction in which the Borrower is located, or any treaty to which such jurisdiction is a party, with respect to ...
	(f) FATCA.  If a payment made to a Lender hereunder or under any Loan Documents would be subject to U.S. federal withholding Tax imposed by FATCA if such Lender were to fail to comply with the applicable reporting requirements of FATCA (including thos...
	(g) Without limitation to any provision of Section 2.11(e), if any form or document referred to in Section 2.11(e) requires the disclosure of information, other than information necessary to compute the Tax payable and information required on the Clos...
	(h) Additional Amounts Payable. Any Lender claiming any additional amounts payable pursuant to this Section 2.11 agrees to use reasonable efforts (consistent with its internal policy and legal and regulatory restrictions) to change the jurisdiction of...
	(i) Refund of Taxes. If any Lender (in its sole discretion) or the Administrative Agent (at the direction of the Required Lenders in their sole discretion) determines that it has actually and finally received a refund of any Taxes paid or reimbursed b...
	(j) Indemnification of Administrative Agent. Each Lender shall severally indemnify the Administrative Agent, within ten (10) days after demand therefor, for (i) any Indemnified Taxes or Other Taxes attributable to such Lender (but only to the extent t...

	Section 2.12. Increased Costs; Capital Adequacy; Funding Exceptions.
	(a) Increased Costs on LIBOR Rate.  If Regulation D of the Board of Governors of the Federal Reserve System or after the date of this Agreement the adoption of any applicable law, rule or regulation, or any change in any existing law, or any change in...
	(i) subject a Lender to or cause the withdrawal or termination of any exemption previously granted to a Lender with respect to, any tax, duty or other charge with respect to its Loans or its obligation to make Loans, or shall change the basis of taxat...
	(ii) impose, modify or deem applicable any reserve (including, without limitation, any reserve imposed by the Board of Governors of the Federal Reserve System, but excluding any reserve included in the determination of interest rates pursuant to Secti...
	(iii) impose on a Lender any other condition affecting its making, maintaining or funding of its Loans or its obligation to make Loans;

	(b) Capital Adequacy.  If a Lender determines at any time that such Lender’s Return has been reduced as a result of any Capital Adequacy Rule Change, such Lender may require the Borrowers to pay to such Lender the amount necessary to restore such Lend...
	(i) “Return”, for any fiscal quarter or shorter period, means the percentage determined by dividing (A) the sum of interest and ongoing fees earned by a Lender under this Agreement during such period by (B) the average capital such Lender is required ...
	(ii) “Capital Adequacy Rule” means any law, rule, regulation or guideline regarding capital adequacy that applies to a Lender, or the interpretation thereof by any Governmental Authority.  Capital Adequacy Rules include rules requiring financial insti...
	(iii) “Capital Adequacy Rule Change” means any change in any Capital Adequacy Rule occurring after the date of this Agreement, but does not include any changes in applicable requirements that at the date hereof are scheduled to take place under the ex...

	(c) Basis for Determining Interest Rate Inadequate or Unfair.  If with respect to any Interest Period:
	(i) the Administrative Agent determines, or the Required Lenders determine and advise the Administrative Agent (which determination shall be binding and conclusive on all parties), that deposits in Dollars (in the applicable amounts) are not being off...
	(ii) the Administrative Agent otherwise determines, or the Required Lenders determine and advise the Administrative Agent (which determination shall be binding and conclusive on all parties), that by reason of circumstances affecting the London interb...
	(iii) the Administrative Agent otherwise determines, or the Required Lenders determine and advise the Administrative Agent (which determination shall be binding and conclusive on all parties), that the LIBOR Rate as determined by the Administrative Ag...

	(d) Illegality.  In the event that any change in (including the adoption of any new) Applicable Laws, or any change in the interpretation of Applicable Laws by any Governmental Authority, including any central bank or comparable agency or any other re...
	(e) Procedures to Mitigate.  If circumstances arise in respect of any Lender which would, or would upon the giving of notice, result in any liability of the Borrowers under Section 2.11 or this Section 2.12 then, without in any way limiting, reducing ...

	Section 2.13. Funding Losses.  Each Borrower hereby agrees that upon demand by any Lender (which demand shall be accompanied by a statement setting forth the basis for the calculations of the amount being claimed) such Borrower will indemnify such Len...
	Section 2.14. Right of Lenders to Fund through Other Offices.  Each Lender, if it so elects, may fulfill its agreements hereunder with respect to any Loan by causing a foreign branch or Affiliate of such Lender to make such Loan; provided, that in suc...
	Section 2.15. Discretion of Lenders as to Manner of Funding.  Notwithstanding any provision of this Agreement to the contrary, each Lender shall be entitled to fund and maintain all or any part of its Loans in any manner it deems fit, it being underst...
	Section 2.16. Conclusiveness of Statements; Survival of Provisions.  Determinations and statements of a Lender pursuant to Section 2.11, 2.12, or 2.13 shall be conclusive absent demonstrable error.  Each Lender may use reasonable averaging and attribu...
	Section 2.17. Protective Advances.
	(a) The Administrative Agent hereby is authorized by each Borrower and the Lenders (but is not obligated to), from time to time at the direction of the Required Lenders, (i) after the occurrence of a Default or an Event of Default, or (ii) at any time...
	(b) All payments on the Protective Advances shall be payable to the Administrative Agent for the ratable benefit of the Lenders.  The principal of and accrued unpaid interest on the Protective Advances shall be payable on demand from time to time, and...

	Section 2.18. Maximum Interest.  Notwithstanding anything to the contrary contained in any Loan Document, the interest paid or agreed to be paid under the Loan Documents shall not exceed the maximum rate of non-usurious interest permitted by Applicabl...
	Section 2.19. Defaulting Lenders.  The failure of any Lender to fund a Loan or to otherwise perform its obligations hereunder (any Lender who fails to fund a Loan or to otherwise perform its obligations hereunder, a “Defaulting Lender”) shall not reli...

	ARTICLE III  CONDITIONS OF LENDING
	Section 3.1. Conditions Precedent to the Closing Date.  The obligation of each Lender to make Loans on the Closing Date hereunder is subject to the satisfaction or due waiver of each of the following conditions precedent, on or before February 27, 201...
	(a) Certain Documents.  The Administrative Agent shall have received on or prior to the Closing Date each of the following, each (in the case of clauses (i) through (iii), and (v) through (ix)) dated the Closing Date unless otherwise agreed by the Adm...
	(i) This Agreement, the Notes (if requested by any Lender) and each of the other Loan Documents (other than the Collateral Access Agreements, the Control Agreements and any Mortgages), including, without limitation, the Security Agreement, the Intelle...
	(ii) Copies of all ABL DIP Credit Documents, including copies of all executed counterparts thereof where applicable;
	(iii) A certificate or certificates of the Secretary or an Assistant Secretary of each Obligor, attesting to and attaching (i) a complete and correct copy of the corporate resolution of such Person authorizing the execution, delivery and performance o...
	(iv) [Reserved];
	(v) A certificate of a Responsible Officer to the effect that each condition set forth in this Section 3.1 and Section 3.2 has been satisfied;
	(vi) The executed and favorable legal opinions of independent counsel for the Obligors addressing such matters as the Administrative Agent or the Lenders may reasonably request;
	(vii) Evidence of general liability insurance, property, casualty and business interruption insurance, product liability insurance, directors’ and officers’ liability insurance, fiduciary liability insurance, and employment practices liability insuran...
	(viii) Copies of each of the Material Contracts, in form and substance satisfactory to the Lenders;

	(b) The absence (i) since December 29, 2012, of any event or circumstance, including any event or circumstance generally affecting the industry or industries in which the Obligors operate, that could reasonably be expected to have a Material Adverse E...
	(c) The absence, as of the Closing Date and after giving effect to all of the transactions contemplated hereby, including, without limitation, the payment of all Closing Date fees and expenses, of any Default or Event of Default under this Agreement o...
	(d) The Lenders shall be satisfied that, subject only to the funding of any Loans hereunder, (i) the proceeds of the Loans are being applied in accordance with the provisions of Section 2.8, and (ii) all Related Transactions shall have been consummate...
	(e) The Lenders shall be satisfied with the corporate structure, ultimate ownership and management of the Obligors (it being agreed that the current corporate structure and ultimate ownership as disclosed to the Bankruptcy Court in the Chapter 11 Case...
	(f) Appropriate UCC financing statements, Intellectual Property records and other filings shall have been duly filed (or, in the case of Intellectual Property records, shall have been prepared for filing in form and substance satisfactory to the Lende...
	(g) Payment by the Borrowers, on or prior to the Closing Date, of all fees and expenses owing and payable to the Agent, the Lenders and their respective Affiliates as of the Closing Date and, without duplication, all fees, expenses and other amounts p...
	(h) Payment in cash by the Borrowers, to the extent invoiced to the Borrowers, of all fees, costs, disbursements and expenses of (i) the Administrative Agent (including fees, costs, disbursements and expenses of its counsel, Stroock, and their local c...
	(i) Each Obligor shall have received all consents and authorizations required pursuant to any Material Contract with any other Person and shall have obtained all Permits of, and effected all notices to and filings with, any Governmental Authority, in ...
	(j) The materials furnished to the Administrative Agent by the Obligors prior to and on the Closing Date, taken as a whole, shall have contained no misstatement of material fact and shall have omitted no material fact required to be stated in order to...
	(k) The Administrative Agent shall have received all documentation and other information required by bank regulatory authorities under applicable “know-your-customer” and anti-money laundering rules and regulations, including the USA Patriot Act.
	(l) An Acceptable Cash Management System shall have been entered into, and the Cash Management Accounts shall have been established, and all documentation relating to the foregoing shall have been executed and delivered to the Administrative Agent by ...
	(m) The Borrowers and the Lenders shall have agreed upon an Approved Budget, and the Administrative Agent and the Lenders shall have received all items constituting the Approved Budget.
	(n) The Borrowers shall have confirmed that the Prepetition Indebtedness (other than Intercompany Debt listed on Schedule 6.2 hereto) is not greater than $200,000,000 and that the aggregate outstanding principal amount under the Prepetition Term Loan ...
	(o) The Prepetition ABL Credit Lenders will have entered into ABL DIP Credit Documents acceptable to the Administrative Agent to provide the Borrowers with DIP financing that when combined with the obligations in respect of the Prepetition ABL Credit ...
	(p) [Reserved.]
	(q) All motions and other documents to be filed with and submitted to the Bankruptcy Court related to this Agreement and the approval thereof shall be in form and substance satisfactory to the Lenders.
	(r) There shall not exist any law, regulation, ruling, judgment, order, injunction or other restraint that, in the judgment of the Administrative Agent at the direction of the Required Lenders, prohibits, restricts or imposes a materially adverse cond...
	(s) The Bankruptcy Court shall have entered an Interim Order not later than on the first Business Day after the date on which the motion to approve the Interim Order is heard, in form and substance satisfactory to the Administrative Agent and the Requ...
	(t) The Escrow Account shall be established under the Escrow Agreement.
	(u) The Term Loan Priority Collateral Deposit Account shall have been established.
	(v) Such other items as the Administrative Agent or the Required Lenders shall reasonably require.

	Section 3.2. Additional Conditions Precedent to Each Loan.  The obligation of each Lender to make a Loan on or after the Closing Date shall be subject to the satisfaction of each of the following further conditions precedent as of such date:
	(a) the representations and warranties contained in Article IV hereof shall be true and correct in all material respects (without duplication of any materiality qualifier contained herein) as though made on and as of such date (and each Borrower shall...
	(b) no event shall have occurred, or would result from the making of the Loans or the ABL DIP Credit Loans or consummation of the transactions contemplated by the Loan Documents and the ABL DIP Credit Documents or the Related Transactions that, with t...
	(c) With respect to the making of a Loan (except with respect to the Initial Borrowing on the Closing Date), the Administrative Agent shall have timely received a Notice of Borrowing in compliance with the terms hereof.
	(d) no injunction, writ, judgment, decree, restraining order, or other order of any nature shall have been issued and remain in force by any Governmental Authority or arbitrator against any Obligor, the Agent, any Lender or the ABL DIP Agent or any AB...
	(e) The making of such Loan shall not violate any requirement of Applicable Law and shall not be enjoined, temporarily, preliminarily or permanently.
	(f) No Material Adverse Effect shall have occurred, other than the filing, commencement and continuation of the Chapter 11 Cases, and the events that customarily result from the filing, commencement and continuation of the Chapter 11 Cases (including ...

	Section 3.3. Additional Conditions Precedent to Each Loan Made on an Extended Funding Date.  In addition to the conditions precedent set forth in Section 3.2, the obligations of each Lender to make a Loan on an Extended Funding Date shall be subject t...
	(a) The aggregate amount of receipts collected by the Obligors during the period from the Closing Date through such Extended Funding Date (an “Extended Funding Test Period”) shall have been less than 100% of the aggregate amount of receipts budgeted i...
	(b) The aggregate amount of disbursements in the nature of those included in the line items “Debtor Professional Fees”, “Professional Fees for Unsecured Creditors” and “Restructuring/Other Professional Fees” in the Approved Budget made by the Obligors...
	(c) As of such Extended Funding Date, the aggregate value of inventory of the Obligors (calculated in accordance with GAAP and in a manner consistent with past practices) subject to credit terms of at least thirty (30) days from non-critical vendors i...


	ARTICLE IV  REPRESENTATIONS AND WARRANTIES
	Section 4.1. Existence and Power; Good Standing; Compliance with Law.  Each Group Member is duly organized, validly existing and in good standing under the laws of its jurisdiction of organization, and, except as set forth on Schedule 4.1, is duly lic...
	Section 4.2. Authorization for Borrowings; No Conflict as to Law or Agreements.  Subject to entry of the DIP Order, the execution and delivery by each Obligor of, and performance by such Obligor of its obligations under, each of the Loan Documents and...
	Section 4.3. Legal Agreements.  Subject to entry of the DIP Order, each of the Loan Documents and ABL DIP Credit Documents to which any Obligor is a party constitutes the legal, valid and binding obligation and agreement of such Obligor, enforceable a...
	Section 4.4. Group Members; Subsidiaries; Equity Interests.  Set forth on Part A of Schedule 4.4 hereto is a complete and correct list of all the Group Members and all Subsidiaries and joint ventures of any of them, reflecting, for each such Person as...
	Section 4.5. Financial Condition; No Adverse Change; No Restricted Payments.  The Administrative Borrower has furnished to the Administrative Agent various documents, files, materials, correspondence and other information regarding the business of Bor...
	Section 4.6. Litigation.  Other than the filing, commencement and continuation of the Chapter 11 Cases and any litigation resulting therefrom, there are no actions, investigations, suits, audits, claims, demands, orders, disputes or proceedings pendin...
	Section 4.7. Margin Regulations.  No Group Member has engaged in, or will engage in, the business of extending credit for the purpose of purchasing or carrying margin stock (within the meaning of Regulation U of the Board of Governors of the Federal R...
	Section 4.8. Taxes.  Each Group Member has paid or caused to be paid to the proper Governmental Authorities all federal or national, state or provincial, and local taxes, domestic or foreign, required to be paid by it.  Each Group Member has duly file...
	Section 4.9. Titles and Liens; Letters of Credit.  Each of the Group Members has good and absolute title to all properties and assets reflected as being owned by such Person in the latest consolidating balance sheets referred to in Section 4.5 (includ...
	Section 4.10. Employee Benefits Plans.  Schedule 4.10 identifies each ERISA Plan as of the Closing Date.  No ERISA Event has occurred or could reasonably be expected to occur with respect to an ERISA Plan.  Full payment has been made of all amounts th...
	Section 4.11. Default; Affiliate Transactions; Material Contracts.  Each Group Member is in compliance with all provisions of all material agreements, instruments, decrees and orders (including the Loan Documents and the ABL DIP Credit Documents) to w...
	Section 4.12. Environmental Compliance.  Each Group Member has obtained all Permits that are required under Environmental Laws at the facilities of such Group Member or any of its Subsidiaries or in connection with the operation of such facilities.
	(i) no Group Member is aware of, nor has any Group Member received notice of, any events, conditions, circumstances, activities, practices, incidents, actions or plans which may interfere with or prevent continued compliance with, or which may give ri...
	(ii) no Group Member is party to, and no Group Member is subject to or, with respect to any Real Property currently (or to the knowledge of any Group Member previously) owned, leased, subleased, operated or otherwise occupied by or for any Group Membe...
	(iii) no Lien in favor of any Governmental Authority securing, in whole or in part, Environmental Liabilities has attached to any property of any Group Member and, to the knowledge of each Group Member, no facts, circumstances or conditions exist that...
	(iv) no Group Member has caused or permitted to occur a Release of Hazardous Substances at, to or from any Real Property currently (or to the knowledge of any Group Member previously) owned, leased, subleased, operated or otherwise occupied by or for ...
	(v) to the best of its knowledge, no Group Member nor any of its Subsidiaries has any registered or unregistered underground storage tanks in, on or under any Real Property currently (or to the knowledge of any Group Member previously) owned, leased, ...
	(vi) no Group Member nor any of its Subsidiaries owns a storage tank facility, and
	(vii) no Group Member (x) is or has been engaged in, or has permitted any current or former tenant to engage in, operations, or (y) knows of any facts, circumstances or conditions, including receipt of any information request or notice of potential re...

	Section 4.13. [Reserved].
	Section 4.14. Real Estate.
	(a) As of the date hereof, Part A of Schedule 4.14(a) hereto contains a true, accurate and complete list of all Owned Real Property and all Leased Real Property, which schedule sets forth for each such Real Property the facility designation, the curre...
	(b) Except as specified on Part A of Schedule 4.14(b) hereto, each Lease affecting Owned Real Property or Leased Real Property in respect of which an Obligor is the tenant or subtenant is in full force and effect and no Obligor has knowledge of any de...
	(i) Except as specified on Part B of Schedule 4.14(b) hereto, each Lease affecting Owned Real Property or Leased Real Property in respect of which an Obligor is the landlord or sublessor is in full force and effect and no Obligor has knowledge of any ...

	(c) As of the date hereof, Schedule 4.14(c) hereto contains a true, accurate and complete list of each location at which Inventory or equipment is located, specifying the character thereof in each case.

	Section 4.15. Deposit Accounts and Securities Accounts.  Schedule 4.15 hereto is a complete and correct list of all of the Obligors’ deposit accounts and securities accounts as of the date of this Agreement, including, for each deposit account and sec...
	Section 4.16. Labor Relations.  No Group Member is aware that it is, or has within the last five years, engaged in any unfair labor practice.  Except as set forth on Schedule 4.16A hereto, there is no unfair labor practice complaint or complaint of em...
	Section 4.17. Relevant Jurisdictions.  Schedule 4.17 identifies in respect of each Group Member as of the date hereof, its jurisdiction of formation or organization, the full address (including postal code or zip code) of its chief executive office an...
	Section 4.18. Intellectual Property.  Each Group Member owns or licenses all Intellectual Property that is necessary for the conduct of or used in its businesses as currently conducted.  All items of Intellectual Property of the Group Members that hav...
	Section 4.19. Ownership.  Schedule 4.19 identifies completely and accurately as at the Closing Date, to the best of the knowledge of the Responsible Officers of the Administrative Borrower, each Person that (a) Controls the Administrative Borrower or ...
	Section 4.20. Restrictions on Subsidiaries.  No Subsidiary of any Group Member is subject to any instrument, contractual obligation or agreement imposing restrictions or limitations of a type prohibited by Section 6.6(c) or Section 6.9.
	Section 4.21. Insurance.  The Group Members maintain insurance in accordance with the requirements of Section 5.6, including, as of the Closing Date, pursuant to the insurance policies described on Schedule 4.21, which Schedule sets forth in reasonabl...
	Section 4.22. Schedules.  All of the information that is required to be scheduled to this Agreement is set forth on the Schedules attached hereto, is correct and accurate and does not omit to state any information material thereto.
	Section 4.23. Anti-Terrorism Laws.
	(a) No Group Member or Reporting Affiliate of a Group Member (in the case of Carson-Dellosa Publishing, LLC, to the best knowledge of the Administrative Borrower after due inquiry) is in violation of any Anti-Terrorism Law or engages in or conspires t...
	(b) No Group Member or Reporting Affiliate of a Group Member (in the case of Carson-Dellosa Publishing, LLC for purposes of clauses (C), (D), and (F) below, to the best knowledge of the Administrative Borrower after due inquiry), or to any Group Membe...

	Section 4.24. [Reserved].
	Section 4.25. Surety Obligations.  No Group Member is obligated as surety or indemnitor under any bond or other contract that assures payment or performance of any obligation of any Person, except as expressly permitted hereunder.
	Section 4.26. Brokers.  Except as disclosed on Schedule 4.26, there are no brokerage commissions, finder’s fees or investment banking fees payable by any Group Member in connection with any transactions contemplated by the Loan Documents or the ABL DI...
	Section 4.27. Burdensome Contracts.  No Group Member is party or subject to any Restrictive Agreement, except (i) the Loan Documents and the ABL DIP Credit Documents, (ii) Restrictive Agreements with respect to specific property unencumbered to secure...
	Section 4.28. Not a Regulated Entity.  No Group Member is (a) an “investment company” or a “person directly or indirectly controlled by or acting on behalf of an investment company” within the meaning of the Investment Company Act of 1940; or (b) subj...
	Section 4.29. Payables Practices.  Except to the extent subject to the automatic stay of Section 362 of the Bankruptcy Code, each Group Member has paid or discharged, or caused to be paid or discharged, when due (or, if earlier, prior to the date on w...
	Section 4.30. Criminal Charges.  Other than as disclosed on Schedule 4.30, no Group Member, or any officer, director, member, executive board member or similar function-holder of any Group Member, is or has been under investigation by a Governmental A...
	Section 4.31. Commodity Hedging.  Giving effect to the Loans and ABL DIP Credit Loans to be made on the Closing Date and the use of the proceeds thereof, no Obligor has any Commodity Hedging Obligations.
	Section 4.32. Complete Disclosure.  The Loan Documents do not, when taken as a whole, contain any untrue statement of a material fact, or fail to disclose any material fact necessary to make the statements contained therein not materially misleading. ...
	Section 4.33. Survival of Representations and Warranties.  All representations and warranties made under this Agreement and the other Loan Documents shall survive, and not be waived by, the execution and delivery hereof by the Secured Parties, or any ...
	Section 4.34. Reorganization Matters.
	(a) The Chapter 11 Cases were commenced on the Petition Date in accordance with applicable law and proper notice thereof and the proper notice for (x) the motion seeking approval of the Loan Documents and the Interim Order and Final Order, (y) the hea...
	(b) After the entry of the Interim Order, and pursuant to and to the extent permitted in the Interim Order and the Final Order, the Obligations will constitute allowed superpriority administrative expense claims in the Chapter 11 Cases having priority...
	(c) After the entry of the Interim Order and pursuant to and to the extent provided in the Interim Order and the Final Order, the Obligations will be secured by a valid and perfected first priority Lien on all of the Collateral, subject, as to priorit...
	(d) The Interim Order (with respect to the period prior to entry of the Final Order) or the Final Order (with respect to the period on and after entry of the Final Order), as the case may be, is in full force and effect has not been reversed, stayed, ...

	Section 4.35. Registered Pension Plan.  No Group Member sponsors, administers or contributes to, or has any liability in respect of any Registered Pension Plan.
	Section 4.36. Canadian Employee Benefits Plans.  Each Group Member has complied in all material respects with all applicable laws regarding each Canadian Employee Benefits Plan (including, where applicable, the Pension Benefits Act (Nova Scotia) and t...

	ARTICLE V  AFFIRMATIVE COVENANTS
	Section 5.1. Reporting Requirements.  The Administrative Borrower (or any applicable Group Member) will deliver, or cause to be delivered, to the Administrative Agent, and the Administrative Agent will deliver, or caused to be delivered, to each Lende...
	(a) as soon as available, and in any event within 90 days after the end of each fiscal year of the Administrative Borrower, annual financial statements of the Administrative Borrower and its Subsidiaries, prepared on a consolidated and consolidating b...
	(b) (i) as soon as available, and in any event within 30 days after the end of each fiscal month of the Administrative Borrower, internally prepared financial statements of the Administrative Borrower and its Subsidiaries and Business Segment Financia...
	(c) as soon as available, and in any event no later than May 30 of each fiscal year of the Administrative Borrower, a consolidated operating plan and projections (in Excel format) for each of the Business Segments for the subsequent three fiscal years...
	(d) together with delivery of the financial statements described in Sections 5.1(a) and (b), a Compliance Certificate of the Chief Financial Officer of the Administrative Borrower stating (i) that such financial statements have been prepared in accord...
	(e) together with each Compliance Certificate delivered pursuant to Section 5.1(d) above, a certificate, each in form and substance satisfactory to the Administrative Agent, by a Responsible Officer that (i) the information provided on Schedules 4.4, ...
	(f) together with each Compliance Certificate delivered pursuant to clause (d) above, a discussion and analysis of the financial condition and results of operations of the Group Members for the portion of the fiscal year then elapsed and discussing th...
	(g) together with each delivery of annual financial statements pursuant to clause (a) above, each in form reasonably satisfactory to the Administrative Agent and certified as complete and correct by a Responsible Officer as part of the Compliance Cert...
	(h) together with each delivery of annual financial statements pursuant to Section 5.1(a) above and each delivery of monthly and quarterly financial statements pursuant to Section 5.1(b) above, (i) a listing of government contracts of any Obligor subj...
	(i) as soon as possible, but in any event no later than three (3) Business Days, after an officer of any Group Member obtains knowledge thereof, a notice of any written information, exhibit, or report furnished to the Administrative Agent or the Lende...
	(j) as soon as possible, but in any event no later than three (3) Business Days, after the commencement of, or any material developments in, any action, investigation, suit, proceeding, audit, claim, demand, order or dispute with, by or before any Gov...
	(k) as soon as possible, but in any event no later than two (2) Business Days, after an officer of any Group Member obtains knowledge of the occurrence of a Default or Event of Default or default or event of default hereunder or under any Material Con...
	(l) as soon as possible, but in any event no later than three (3) Business Days, after an officer of any Group Member obtains knowledge of the occurrence of any event, or the existence of any circumstance, that would reasonably be expected to have a M...
	(m) as soon as possible, but in any event no later than five (5) Business Days, after an officer of any Group Member obtains knowledge of the occurrence of any event reasonably expected to result in a mandatory payment of the Obligations pursuant to S...
	(n) as soon as possible, but in any event no later than five (5) Business Days, after (i) any Group Member knows or has reason to know that any Reportable Event with respect to any ERISA Plan has occurred, the statement of a Responsible Officer settin...
	(o) as soon as possible, but in any event no later than five (5) Business Days, after (i) any Group Member knows or has reason to know thereof, notice of (A) unpermitted Releases, (B) the receipt by any Group Member of any notice of violation of or po...
	(p) as soon as possible, but in any event no later than three (3) Business Days, after any Group Member knowing or having reason to know thereof, notice of the violation by any Group Member of any Applicable Law that could have a Material Adverse Effect;
	(q) as soon as possible, but in any event no later than two (2) Business Days, after any Group Member knowing or having reason to know thereof, notice of (a) the creation, or filing with the Internal Revenue Service or any other Governmental Authority...
	(r) as soon as possible, but in any event no later than one (1) Business Day, after their distribution, copies of all (i) press releases concerning material developments in the business of the Group Members, (ii) financial statements, reports, proxy s...
	(s) as soon as possible, but in any event no later than three (3) Business Days, after execution, receipt or delivery thereof, copies of any notices, demands, statements, certificates, reports, valuations, appraisals, Borrowing Base Certificates or ot...
	(t) as soon as possible, but in no event later than one (1) Business Day, after any Group Member knowing or having reason to know thereof, notice of any reduction in the value of any Inventory, equipment, Real Property or other Collateral due to loss,...
	(u) as soon as possible, but in any event no later than five (5) Business Days, after management of any Group Member obtains knowledge thereof, the identity of each Person that obtains ownership or control of more than 5.0% of the outstanding Equity I...
	(v) promptly, upon request of the Administrative Agent (at the direction of the Required Lenders), a written statement duly acknowledged by the Borrowers setting forth the outstanding principal balance of the Loans and stating whether any offsets or d...
	(w) copies of all public filings made by any Group Member;
	(x) such other information respecting the financial or other condition, and results of operations, of any Group Member, or the Collateral, as the Administrative Agent (at the direction of the Required Lenders) or the Required Lenders may from time to ...
	(y) (i) one (1) Business Day prior to the Closing Date, the initial Approved Budget; (ii) no later than five (5) Business Days prior to the beginning of each fiscal month (with the first such delivery date being March 25, 2013), an updated thirteen-we...
	(z) copies of all monthly reports, projections, or other information respecting Administrative Borrower’s or any of its Subsidiaries’ business or financial condition or prospects as well as all pleadings, motions, applications and judicial information...
	(aa) monthly at reasonable times upon the request of the Agent (at the direction of the Required Lenders), and confirmation of availability for, and arrange for, the chief executive officer, chief financial officer and chief restructuring officer and ...
	(bb) (i) As soon as possible, but in any event no later than five (5) Business Days after the Closing Date, a list describing (x) any actual or threatened termination, cancellation or limitation of, or modification to or change in, the business relati...
	(cc) weekly at reasonable times upon the request of the Agent (at the direction of the Required Lenders), and confirmation of availability for, and arrange for, Perella Weinberg Partners to participate in a call with the Agent and the Lenders to discu...
	(dd) not more than [___ (__)] Business Days prior to the Auction, a bid summary matrix of qualified bidders prepared by Perella Weinberg Partners, which shall not be distributed to Lenders who are also bidders.

	Section 5.2. Books and Records; Inspection and Examination; Appraisals.
	(a) Each Obligor will, and will cause each of its Subsidiaries to, (i) keep accurate books of record and account for itself pertaining to its business, financial condition, financial transactions, assets and liabilities, and such other matters as the ...
	(b) Without limitation of the provisions of Section 5.2(a), each Obligor will cooperate with the Administrative Agent in order to enable the Administrative Agent or the Lenders, as applicable (or one or more third-parties engaged by the Administrative...

	Section 5.3. Compliance with Laws.  Except as otherwise permitted by the Bankruptcy Code or pursuant to any order of the Bankruptcy Court, which order shall be in form and substance acceptable to the Administrative Agent, each Obligor will, and will c...
	Section 5.4. Payment of Taxes and Other Claims; Environmental Compliance Payments.  Except to the extent subject to the automatic stay of Section 362 of the Bankruptcy Code, each Obligor will, and will cause each of its Subsidiaries to, pay or dischar...
	Section 5.5. Maintenance of Properties; Material Contracts.
	(a) Except to the extent subject to the automatic stay of Section 362 of the Bankruptcy Code, excused by the Bankruptcy Code, or caused by the filing, commencement and continuation of the Chapter 11 Cases and effect thereof (including any litigation r...

	Section 5.6. Insurance.  Upon request of the Administrative Agent (at the direction of the Required Lenders), the Borrowers shall, within thirty (30) days following such request, obtain endorsements naming the Administrative Agent, on behalf of the Le...
	Section 5.7. Preservation of Existence.  Each Borrower will, and will cause each of its Subsidiaries (subject to Section 6.7) to, preserve and maintain its corporate or limited liability company (or other organizational) existence and all of its right...
	Section 5.8. Subsidiaries.  At the time that any Group Member forms any direct or indirect Subsidiary or acquires any direct or indirect Subsidiary after the Closing Date, such Group Member shall (a) at the time of such formation or acquisition (or su...
	Section 5.9. Permits.  Each Group Member will, and will cause each of its Subsidiaries to, obtain all Permits that are required under Applicable Law, including Environmental Law, or under contract to continue to operate the business of the Group Membe...
	Section 5.10. Lender Group Meetings.  The Administrative Borrower will (and will cause key management of each Group Member to), within 30 days after any request of the Administrative Agent, hold a meeting (at a mutually agreeable location and time or,...
	Section 5.11. Real Estate.
	(a) From and after the date hereof, in the event that (i) any Borrower or other Obligor acquires (x) in fee, any Real Property with a value in excess of $200,000, or (y) by lease, any Real Property in connection with which the gross rental payments ar...
	(b) Except to the extent subject to the automatic stay of Section 362 of the Bankruptcy Code or excused by the Bankruptcy Code, each Obligor shall make all payments and otherwise perform all obligations in respect of all Leases to which the Obligor or...

	Section 5.12. Deposit Accounts and Securities Accounts; Cash Management.
	(a) Each Obligor shall maintain its deposit accounts and securities accounts in a manner satisfactory to the Administrative Agent (at the direction of the Required Lenders), subject to an acceptable cash management system that provides the Collateral ...
	(b) There shall not be on deposit in any Non-Controlled Accounts any funds of any Group Member.  Promptly after the Closing Date each Obligor shall, and shall cause each of its Subsidiaries to, cause all payments on Accounts and all payments constitut...
	(c) Subject to the rights of the Obligors hereunder, the Obligors agree that all deposits made in, and payments made to, a deposit account and other funds received and collected by the Agent, whether on the Accounts or as proceeds of Inventory or othe...
	(d) The Borrowers jointly and severally agree to reimburse the Administrative Agent on demand for any amounts owed or paid to any financial institution or other Person involved in the transfer of funds to or from the deposit accounts arising out of th...

	Section 5.13. Inventory Sold on Consignment.  Prior to or simultaneously with any Obligor selling Inventory to any third party on consignment (“Consigned Goods”), the Obligors shall have taken all steps necessary, including the filing of UCC-1 financi...
	Section 5.14. Further Assurances.  In connection with this Agreement and the transactions contemplated hereby, each Obligor will execute and deliver any additional documents and instruments and perform any additional acts that may be necessary or appr...
	Section 5.15. ERISA Compliance.
	(a) The Administrative Borrower will not, and will not permit any member of the Controlled Group to, incur any accumulated funding deficiency with the meaning of ERISA, or any material liability to the PBGC or fail to make any minimum required contrib...
	(b) The Administrative Borrower will furnish to the Administrative Agent (i) as soon as possible and in any event within five (5) Business Days after a Responsible Officer knows of any Reportable Event with respect to any ERISA Plan, a statement of a ...
	(c) The Administrative Borrower will promptly notify the Administrative Agent of any taxes, fines or penalties assessed or proposed to be assessed against the Administrative Borrower or other member of the Controlled Group by the IRS or the U.S. Depar...
	(d) The Administrative Borrower will, as soon as practicable, and in any event within five (5) Business Days after the Administrative Borrower becomes aware that an ERISA Event has occurred, provide the Administrative Agent with a certificate of a Res...
	(e) The Administrative Borrower will, at the request of the Administrative Agent, deliver, or cause to be delivered, to the Administrative Agent true and correct copies of any documents relating to any ERISA Plan.

	Section 5.16. Post Closing Obligations.  The Borrowers shall take the actions and provide the deliverables, in the manner or form and in substance satisfactory to the Administrative Agent (at the direction of the Required Lenders), described in Schedu...
	Section 5.17. Term Loan Priority Collateral Deposit Account.  All proceeds of the Loans shall be deposited into the Term Loan Priority Collateral Deposit Account, and all amounts therein shall be invested at all times in cash and Cash Equivalents.  Wi...
	Section 5.18. Milestones.  The Administrative Borrower shall comply with the milestones set forth in Schedule 5.18 (the “Milestones”).
	Section 5.19. Chief Restructuring Officer.  Borrowers will continue to appoint, retain and engage a representative of Alvarez & Marsal, or another comparable crisis management or restructuring firm reasonably satisfactory to the Lenders, to serve as c...
	Section 5.20. Exit Lenders.  The Administrative Borrower shall (and shall cause key management of each Group Member to) cooperate with and hold meetings (at a mutually agreeable location and time or, at the option of the Administrative Agent, by confe...

	ARTICLE VI  NEGATIVE COVENANTS
	Section 6.1. Liens.  The Obligors will not, and will not permit any Subsidiary to, (i) create, incur or suffer to exist any Lien upon or on any assets (including any document or instrument in respect of goods or accounts receivable) of any Obligor or ...
	Section 6.2. Debt; Surety Bonds.  The Obligors will not, and will not permit any Subsidiary to, incur, create, assume, permit or suffer to exist, any Debt, except for Permitted Debt.  The Obligors will not, and will not permit any Subsidiary to, be or...
	Section 6.3. Investments.  The Obligors will not, and will not permit any Subsidiary to, directly or indirectly, purchase or hold beneficially any Equity Interests or other securities or Debt of, make or permit to exist any loans or advances to, or cr...
	(a) investments in cash and Cash Equivalents that are subject to a Control Agreement;
	(b) Intercompany Debt owed by (i) an Obligor to another Obligor, (ii) a Non-Obligor to another Non-Obligor, or (iii) an Obligor to a Non-Obligor; provided, that all Intercompany Debt owing from an Obligor to another Obligor or to a Non-Obligor shall b...
	(c) investments in existence on the date of this Agreement and listed on Schedule 6.3;
	(d) investments in negotiable instruments deposited or to be deposited for collection in the ordinary course of business;
	(e) advances made in connection with purchases of goods or services in the ordinary course of business;
	(f) investments received in settlement of amounts due to any Obligor or any of its Subsidiaries effected in the ordinary course of business or owing to any Obligor or any of its Subsidiaries as a result of insolvency proceedings involving an account d...
	(g) [Reserved];
	(h) [Reserved];
	(i) deposits of cash outstanding on the Petition Date made in the ordinary course of business to secure performance of operating leases;
	(j) [Reserved];
	(k) [Reserved];
	(l) ABL DIP Credit Priority Collateral; and
	(m) [Reserved].

	Section 6.4. Restricted Payments; Payments on Subordinated Debt and Other Debt.
	(a) The Obligors will not, and will not permit any Subsidiary to, directly or indirectly, declare, order, pay, make or set apart any sum for any Restricted Payments or set aside funds for the making of Restricted Payments, except, so long as no Defaul...
	(i) distributions and dividends by any Subsidiaries of the Administrative Borrower to any Obligor; and
	(ii) [Reserved].

	(b) Subject to Section 6.4(c), the Obligors will not, and will not permit any Subsidiary to, directly or indirectly, declare, order, pay, make or set apart any sum for (i) any payment or prepayment, redemption, retirement, defeasance or acquisition of...
	(c) The Obligors will not, and will not permit any Subsidiary to, directly or indirectly, declare, order, pay, make or set apart any sum for any payment or prepayment, redemption, retirement, defeasance or acquisition of or with respect to the 2011 Co...

	Section 6.5. Sale or Transfer of Assets; Suspension of Business Operations.  The Obligors will not, and will not permit any Subsidiary to, directly or indirectly, Dispose of all or any part of their properties or any interest therein (whether in one t...
	(a) the conveyance, lease or transfer of all or part of its properties by (i) an Obligor to another Obligor, (ii) a Non-Obligor to an Obligor, or (iii) a Non-Obligor to another Non-Obligor;
	(b) sales of Inventory to non-Affiliates in the ordinary course of business upon fair and reasonable terms not less favorable to the applicable Obligor or such Subsidiary than could be obtained on an arm’s-length basis from another unrelated third party;
	(c) sales or leases to non-Affiliates of surplus, obsolete or worn out assets, not used or useful in such Obligor’s business, in the ordinary course of business; provided that the aggregate fair market value of all such property so disposed of by the ...
	(d) Intercompany Debt permitted under Section 6.3;
	(e) [Reserved];
	(f) the use or transfer of money or Cash Equivalents in a manner that is not prohibited by the terms of this Agreement or the other Loan Documents;
	(g) the licensing, on a non-exclusive basis, of patents, trademarks, copyrights, and other intellectual property rights in the ordinary course of business;
	(h) the granting of Permitted Liens;
	(i) the subleasing of the improved real property located at 101 Almgren Drive, Agawam, MA 01001 under the terms of a Sublease dated 12/31/2004 and effective 01/07/2005 by and between School Specialty, Inc. as Sublessor and Vaupell Holdings, Inc. as Su...
	(j) Leasing of science kits in connection with the refurbishment business of the Administrative Borrower and the Subsidiaries;
	(k) [Reserved];
	(l) [Reserved];
	(m) [Reserved];
	(n) [Reserved];
	(o) [Reserved];
	(p) [Reserved];
	(q) [Reserved]; and
	(r) [Reserved].

	Section 6.6. Restrictions on Issuance and Sale of Subsidiary Stock; Agreements Binding on Subsidiaries.  The Obligors will not, and will not permit any Subsidiary to, directly or indirectly:
	(a) issue or sell any Equity Interests of any class of any Subsidiary to any Person other than an Obligor;
	(b) Dispose of any Equity Interests of any class of any Subsidiary; or
	(c) enter into, or be otherwise subject to, any instrument, contract or other agreement (including its Constituent Documents), or any other obligation or constraint, that limits the amount of or otherwise imposes restrictions on:
	(i) the payment of dividends and distributions by any Subsidiary of the Administrative Borrower to the Administrative Borrower or any other such Subsidiary;
	(ii) the payment or prepayment by any Subsidiary of the Administrative Borrower of any Debt owed to the Administrative Borrower or any other such Subsidiary;
	(iii) the making of loans or advances by any Subsidiary of the Administrative Borrower to the Administrative Borrower or any other such Subsidiary;
	(iv) the transfer by any Subsidiary of the Administrative Borrower of its property to the Administrative Borrower or any other such Subsidiary; or
	(v) the merger or consolidation of any Subsidiary of the Administrative Borrower with or into the Administrative Borrower or any other such Subsidiary;


	Section 6.7. Consolidation, Dissolution, Amalgamation and Merger; Fundamental Changes; Asset Acquisitions; Officer Appointments.  The Obligors will not, and will not permit any Subsidiary to, alter the corporate, capital or legal structure of any Obli...
	Section 6.8. Restrictions on Nature of Business.  The Obligors will not, and will not permit any Subsidiary to, acquire assets in, or engage, in any line of business materially different from that in which the Obligors are presently engaged (or that i...
	Section 6.9. Prohibition of Entering into Negative Pledge Arrangements.  The Obligors will not, and will not permit any Subsidiary to, enter into any agreement, bond, note or other instrument with or for the benefit of any Person other than the Secure...
	(a) prohibit such Obligor or such Subsidiary from granting, or otherwise limit the ability of such Obligor or such Subsidiary to grant, to the Agent or the Secured Parties or the ABL DIP Agent or the ABL DIP Credit Lender any Lien on any assets or pro...
	(b) be violated or breached by the Obligors’ performance of their obligations under the Loan Documents or the ABL DIP Credit Documents.

	Section 6.10. Accounting.  The Obligors will not, and will not permit any Subsidiary to, adopt any material change in accounting principles, other than as required by GAAP, or adopt, permit or consent to any change in its fiscal year from the year end...
	Section 6.11. Hazardous Substances.  The Obligors will not, and will not permit any Subsidiary to, cause or permit any Hazardous Substances to be disposed of in any manner which might result in any liability to any Group Member, on, under or at any Re...
	Section 6.12. Transactions with Affiliates.  The Obligors will not, and will not permit any Subsidiary to, enter into or be a party to any transaction or arrangement, including, without limitation, the purchase, sale, lease, license, transfer or excha...
	(a) (i) transactions between or among the Obligors not involving any other Affiliate, (ii) transactions between or among Obligors and Non-Obligors in the ordinary course of business on terms no less favorable to the Obligors than would be obtained in ...
	(b) any Debt permitted under clauses (a) or (c) of the defined term Permitted Debt;
	(c) any payment permitted by Section 6.4;
	(d) [Reserved];
	(e) [Reserved];
	(f) transactions (other than the payment of management, consulting, monitoring, or advisory fees) between School Specialty or its Subsidiaries, on the one hand, and any Affiliate of School Specialty or its Subsidiaries, on the other hand, so long as s...
	(g) so long as it has been approved by School Specialty’s or its applicable Subsidiary’s board of directors (or comparable governing body) in accordance with applicable law, any indemnity provided for the benefit of directors (or comparable managers) ...
	(h) so long as it has been approved by School Specialty’s or its applicable Subsidiary’s board of directors (or comparable governing body) in accordance with applicable law, the payment of reasonable compensation, severance, or employee benefit arrang...

	Section 6.13. No Amendments of Organization Documents, Material Contracts or ABL DIP Credit Documents.  The Obligors will not, and will not permit any Subsidiary to, amend, supplement, terminate, suspend or otherwise modify in any way (a) any Constitu...
	Section 6.14. No Sale-Leaseback Transactions.  The Obligors will not, and will not permit any Subsidiary to, directly or indirectly, become or remain liable as lessee or as a guarantor or other surety with respect to any lease (including without limit...
	Section 6.15. Anti-Terrorism Laws.  The Obligors will not, and will not permit any Subsidiary to, knowingly (i) conduct any business or engage in any transaction or dealing with any Blocked Person, including making or receiving any contribution of fun...
	Section 6.16. Total Outstanding ABL DIP Amount.  The Obligors will not permit the Total Outstanding ABL DIP Amount to exceed $175,000,000.
	Section 6.17. [Reserved].
	Section 6.18. [Reserved].
	Section 6.19. [Reserved].
	Section 6.20. [Reserved].
	Section 6.21. [Reserved].
	Section 6.22. [Reserved].
	Section 6.23. Inventory at Bailees.  The Administrative Borrower will not, and will not permit any of its Subsidiaries to, store any of its Inventory at any time with a bailee, warehouseman, or similar party except to the extent the aggregate amount o...
	Section 6.24. Maximum ABL Outstandings.  The Borrowers will not permit the aggregate amount of (x) ABL DIP Credit Loans and LC Obligations outstanding under the ABL DIP Credit Documents, (y) loans, outstanding letters of credit and reimbursement oblig...
	Section 6.25. Proceeds of Term Loan Priority Collateral.  The Borrowers will not permit any Net Cash Proceeds of any Dispositions of property of the Obligors constituting Term Loan Priority Collateral (including without limitation from a Carson-Dellos...
	Section 6.26. Select Agendas Legal Opinion.  The Borrowers will not permit the revenues of Select Agendas, Corp. (or any successor entity) to exceed $5,000,000 in any trailing twelve month period, prior to the date on which the Agent shall have receiv...
	Section 6.27. Premier School Agendas Investments.  Notwithstanding anything else to the contrary in this Agreement, the Borrowers will not permit Premier School Agendas, Ltd. or any other Non-Obligor to (x) make a Restricted Payment to any Obligor con...
	Section 6.28. Chapter 11 Claims.  The Borrowers will not, and will not permit any Borrower to, incur, create, assume, suffer to exist or permit any other super priority claim or Lien on any Collateral which is pari passu with or senior to the Obligati...
	Section 6.29. Prohibited Use of Proceeds.  Unless and to the extent provided in the DIP Order or Section 2.8, the Borrowers will not, and will not permit any Borrower (a) to, use any cash or Cash Equivalents (including any proceeds of the Loans) to fu...
	Section 6.30. Amendments to the DIP Order.  The Borrowers will not, and will not permit any Borrower to, in each case itself or on its behalf, amend, supplement or otherwise modify the DIP Order without the written consent of the Administrative Agent ...
	Section 6.31. Variance Test.  Borrowers will not permit
	(a) (i) the aggregate amount of the actual receipts of the type set forth in the line item “Collections” on the accepted  thirteen-week cash flow forecast under the Approved Budget during any first fiscal week of any fiscal month of the Administrative...
	(b) the average amount of the actual disbursements of the type set forth in the line item “Payroll” on the accepted thirteen-week cash flow forecast under the Approved Budget in any Rolling Two Week Test Period to exceed 110% of the average of the bud...
	(c) (i) the aggregate amount of the actual disbursements of the type set forth in any of the line items “Debtor Professional Fees”, “Professional Fees for Unsecured Creditors”, “AP Disbursement” and “Total Disbursements” on the accepted  thirteen-week...
	(d) (i) the sum of the aggregate amounts of the actual disbursements of the types set forth in line items “Debtor Professional Fees”, “Professional Fees for Unsecured Creditors” and “Restructuring/Other Profess. Fees” on the accepted thirteen-week cas...
	(e) (i) the aggregate amount of the actual net cash flows of the type set forth in any of the line items “Net Cash Flows” on the accepted  thirteen-week cash flow forecast under the Approved Budget during any Single Test Week to be (x) less than 85% o...


	ARTICLE VII  EVENTS OF DEFAULT; RIGHTS AND REMEDIES
	Section 7.1. Events of Default.  “Event of Default”, wherever used herein, means any one of the following events or circumstances:
	(a) Failure to pay any principal of any Loan or Note, in each case when the same becomes due and payable (whether at stated maturity or due date, on demand, upon acceleration or otherwise); or
	(b) Failure to pay any interest on any Loan or Note or other Obligation, or any fees, costs, expenses, indemnities, reimbursements or other amounts required to be paid by any Obligor under this Agreement or any other Loan Document, in each case when t...
	(c) (i) Any Group Member shall default in the performance of, or breach, any covenant or other agreement on the part of, or applicable to, such Group Member contained in this Agreement or any other Loan Document (other than a covenant or agreement a d...
	(d) Except pursuant to a valid, binding and enforceable termination or release permitted under the Loan Documents and executed by the Administrative Agent or as otherwise expressly permitted under any Loan Document, (i) any provision of any Loan Docum...
	(e) [Reserved]; or
	(f) Any representation, warranty or certification made, or deemed made, by or on behalf of any Group Member (or any of the officers of any such entity) in this Agreement or any other any Loan Document (including pursuant to any request for Loans), or ...
	(g) After the Petition Date, one or more judgments, orders, decrees, writs, or warrants of attachment or execution (or other similar process) shall be rendered against any Group Member or issued or levied against a substantial part of the property of ...
	(h) Any Group Member is convicted of, or admits in writing its culpability for, a violation of (i) any criminal statute (or non-statutory Applicable Law relating to criminal offenses) in any jurisdiction constituting a felony offense or, whether or no...
	(i) After the Petition Date, any Group Member (i) fails to make any payment when due (whether by scheduled maturity, required prepayment, acceleration, demand, or otherwise) in respect of any Debt incurred or arising after the Petition Date (other tha...
	(j) Any occurrence of one or more ERISA Events that, either individually or in the aggregate, (a) have had or could reasonably be expected to result in a Liability in excess of $50,000 or (b) result in a Lien on any of the assets of any Group Member; or
	(k) Any Group Member incurring or becoming liable for, or (except to the extent disclosed on Schedule 4.12) being liable for or suffering to exist, any Environmental Liability (i) that, individually or in the aggregate together with all other such Env...
	(l) Except to the extent permitted by Section 6.5, any Group Member shall liquidate, dissolve, terminate or suspend its business operations or any substantial part thereof or otherwise fail to operate its business in the ordinary course (except for th...
	(m) A Change of Control shall occur; or
	(n) A Material Adverse Effect shall occur; or
	(o) There shall occur one or more casualty or condemnation losses (excluding amounts adequately covered by insurance payable to any Group Member, to the extent the relevant insurer has confirmed in writing coverage and liability therefor) in an aggreg...
	(p) Any scheduled or non-scheduled payment, redemption, retirement, or other satisfaction of or with respect to any principal, interest or other amount payable on or with respect to any Subordinated Debt shall occur; or
	(q) [Reserved]; or
	(r) A Cash Dominion Event shall occur; or
	(s) There shall have occurred any of the following in any Chapter 11 Case:
	(i) the bringing of a motion, taking of any action or the filing of any plan of reorganization or disclosure statement attendant thereto, in each case, by any Obligor in any Chapter 11 Case, or the entry of any order by the Bankruptcy Court in any Cha...
	(ii) the filing of any plan of reorganization or disclosure statement attendant thereto, or any direct or indirect amendment to such plan or disclosure statement, by any Obligor which does not provide for the repayment of all Obligations under this Ag...
	(iii) the entry of an order in any of the Chapter 11 Cases confirming a plan or plans of reorganization that does not (a) contain a provision for repayment in full in cash of all of the Obligations under this Agreement on or before the earlier of the ...
	(iv) the entry of an order amending, supplementing, staying, vacating or otherwise modifying any Loan Document or the Interim Order or the Final Order in any case without the prior written consent of Agent and the Required Lenders;
	(v) the Final Order is not entered on or before March 15, 2013 (or such other period as Agent and Required Lenders may agree to in writing);
	(vi) the payment of, or application by any Obligor for authority to pay, any pre-petition claim without the Required Lenders’ prior written consent other than as provided in any “first day order” in form and substance acceptable to Required Lenders an...
	(vii) the entry of an order by the Bankruptcy Court appointing, or the filing of an application by any Obligor, for an order seeking the appointment of, in either case with the consent of the Required Lenders,  an interim or permanent trustee in any C...
	(viii) the dismissal of any Chapter 11 Case which does not contain a provision for payment in full in cash of all noncontingent monetary Obligations of the Borrowers hereunder, or if any Obligor shall file a motion or other pleading seeking the dismis...
	(ix) the conversion of any Chapter 11 Case from one under chapter 11 to one under chapter 7 of the Bankruptcy Code or any Obligor shall file a motion or other pleading seeking the conversion of any Chapter 11 Case under section 1112 of the Bankruptcy ...
	(x) the entry of an order by the Bankruptcy Court granting relief from or modifying the automatic stay of Section 362 of the Bankruptcy Code (x) to allow any creditor to execute upon or enforce a Lien on any Collateral, or (y) with respect to any Lien...
	(xi) the entry of an order in any Chapter 11 Case avoiding or requiring repayment of any portion of the payments made on account of the Obligations owing under this Agreement or the other Loan Documents;
	(xii) the failure of any Obligor to perform any of its obligations under the Interim Order or the Final Order or any violation of any of the terms of the Interim Order or the Final Order;
	(xiii) [Reserved];
	(xiv) the remittance, use or application of the proceeds of Collateral other than in accordance with cash management procedures and agreements acceptable to the Required Lenders;
	(xv) the use of cash collateral of the [Prepetition Agents] and [Prepetition Debt Holders] for any purpose other than to pay expenditures set forth in the Approved Budget;
	(xvi) the entry of an order in any of the Chapter 11 Cases granting any other super priority administrative claim or Lien equal or superior to that granted to Agent, on behalf of itself and Lenders without the consent in writing of Agent and Required ...
	(xvii) the filing of a motion by any Obligor requesting, or the entry of any order granting, any super-priority claim which is senior or pari passu with the Lenders’ claims or with the claims of the [Prepetition Debt Holders] under the [Prepetition De...
	(xviii) the entry of an order precluding the Agent to have the right to or be permitted to “credit bid”;
	(xix) the obtaining of additional financing or the granting of Liens not expressly permitted hereunder;
	(xx) the use of cash collateral without the prior written consent of the Required Lenders;
	(xxi) any attempt by an Obligor to reduce, set off or subordinate the Obligations or the Liens securing such Obligations to any other Debt;
	(xxii) the reversal, vacation or stay of the effectiveness of either the Interim Order or the Final Order;
	(xxiii) the payment of or granting adequate protection (except for Adequate Protection Payments) with respect to any Prepetition Indebtedness (other than with respect to payment permitted as set forth in the Interim Order or the Final Order);
	(xxiv) an application for any of the orders described in this Section 7.1(s) including, without limitation, clauses (i), (iii), (iv), (viii), (ix), (x), (xi) (xvi) or (xviii) shall be made by a Person other than the Agent or the Lenders and such appli...
	(xxv) the cessation of Liens or super-priority claims granted with respect to this Agreement to be valid, perfected and enforceable in all respects; or
	(xxvi) the Bankruptcy Court shall cease to have exclusive jurisdiction with respect to all matters relating to the exercise of rights and remedies under the Loan Documents, the DIP Order, DIP Liens and the Collateral;
	(xxvii) [Reserved];

	(t) A representative of Alvarez & Marsal ceases to serve as chief restructuring officer and the Administrative Borrower fails to appoint a replacement reasonably acceptable to the Required Lenders within seven days following such cessation of service; or
	(u) Any creditor executes upon or enforces a Lien in any Collateral; or
	(v) Any Insolvency Proceeding is commenced by or against a Group member that is not a Debtor in the Chapter 11 Cases without the consent of the Administrative Agent.

	Section 7.2. Rights and Remedies.  Upon the occurrence and during the continuance of an Event of Default (unless waived in writing by the Required Lenders), the Administrative Agent (at the direction of the Required Lenders) may upon five (5) days’ wr...
	(a) declare all or any portion of the Commitments, if then in effect, to be terminated, whereupon the same shall forthwith terminate;
	(b) declare all or any portion of the unpaid principal amount of the Loans, all interest accrued and unpaid thereon, and all other Obligations to be forthwith immediately due and payable or otherwise accelerated, whereupon the Loans, all such accrued ...
	(c) apply any and all monies owing by any Secured Party to any Group Member to the payment of the Loans, including interest accrued thereon, or to payment of any or all other Obligations then owing by the Obligors;
	(d) exercise and enforce the rights and remedies available to the Agent, the Lenders or any other Secured Party under any Loan Document and under Applicable Law, including all rights and remedies with respect to the Collateral under the Loan Documents...
	(e) exercise any other rights and remedies available to the Agent (including, without limitation, hereunder and under any other Loan Documents), the Lenders or any other Secured Party under Applicable Law, any Loan Document or otherwise.


	ARTICLE VIII  AGREEMENT AMONG LENDERS AND AGENT
	Section 8.1. Authorization; Powers.  Each Lender irrevocably appoints and authorizes the Administrative Agent to act as administrative agent, and the Collateral Agent to act as collateral agent, for and on behalf of such Lender to the extent provided ...
	(a) The Lenders hereby irrevocably authorize Agent to release any Lien on any Collateral (i) upon the termination of the Commitments and payment and satisfaction in full by Borrowers of all of the Obligations, (ii) constituting property being Disposed...
	(b) Agent shall have no obligation whatsoever to any of the Lenders to assure that the Collateral exists or is owned by School Specialty or its Subsidiaries or is cared for, protected, or insured or has been encumbered, or that Agent’s Liens have been...

	Section 8.2. Application of Proceeds.  The Agent, after deduction of any costs of collection, as provided in Section 8.5, shall remit to each Lender (to the extent a Lender is to share therein and subject to the provisions of Section 2.10(f)) that Len...
	Section 8.3. Exculpation.  The Agent shall not be liable for any action taken or omitted to be taken by the Agent in connection with the Loan Documents, except for its own gross negligence, fraud or willful misconduct.  The Agent shall be entitled to ...
	Section 8.4. Use of the term “Agent”.  The term “Agent” is used herein in reference to the Agent merely as a matter of custom.  It is intended to reflect only an administrative relationship between the Agent and the Lenders, in each case as independen...
	Section 8.5. Reimbursement for Costs and Expenses.  All payments, collections and proceeds received or effected by the Agent may be applied first to pay or reimburse the Agent for all reasonable costs and expenses at any time incurred by or imposed up...
	Section 8.6. Payments Received Directly by Lenders.  If any Lender shall obtain any payment or other recovery (whether voluntary, involuntary, by application of offset or otherwise) on account of any Loan or on account of any interest, premium or fees...
	Section 8.7. Indemnification.  Each Lender severally, but not jointly, hereby agrees to indemnify and hold harmless the Agent, as well as the Agent’s agents, employees; officers and directors, ratably according to their respective Percentages from and...
	Section 8.8. Agent and Affiliates.  U.S. Bank (and any successor thereto as Agent) shall have the same rights and powers in its capacity as a Lender hereunder as any other Lender and may exercise or refrain from exercising the same as though it were n...
	Section 8.9. Credit Investigation.  Each Lender acknowledges that it has made such inquiries and taken such care on its own behalf as would have been the case had its Loans made directly by such Lender to the Borrowers without the intervention of the ...
	Section 8.10. Defaults.  The Agent shall have no duty to inquire into any performance or failure to perform by the Group Members and shall not be deemed to have knowledge of the occurrence of a Default or an Event of Default (other than under Sections...
	Section 8.11. Obligations Several.  The obligations of each Lender hereunder are the several obligations of such Lender, and neither any Lender nor the Agent shall be responsible for the obligations of any other Lender hereunder, nor will the failure ...
	Section 8.12. Sale or Assignment; Addition of Lenders.  Except as permitted under the terms and conditions of this Section 8.12, no Lender may sell, assign or transfer its rights or obligations under this Agreement or such Lender’s Notes or Loans or C...
	(i) Subject to the conditions set forth in paragraph (a)(ii) below, any Lender may at any time upon at least five Business Day’s advance notice to the Administrative Agent and the Administrative Borrower assign to one or more assignees that (x) is a d...
	(A) the Administrative Borrower (such consent not to be unreasonably withheld, delayed or conditioned); provided that no consent of the Administrative Borrower shall be required for an assignment to a Lender, an Affiliate of a Lender, an Approved Fund...
	(B) the Administrative Agent (which consent of the Administrative Agent may be withheld or given in the Administrative Agent’s sole discretion); provided that no consent of the Administrative Agent shall be required for an assignment of all or any por...

	(ii) Assignments shall be subject to the following additional conditions:
	(A) except in the case of any assignment made in connection with an assignment of the entire remaining amount of the assigning Lender’s Commitment and Notes and Loans at the time owing to it or in the case of an assignment to a Lender or an Affiliate ...
	(B) each partial assignment shall be made as an assignment of a proportionate part of all the assigning Lender’s rights and obligations under this Agreement with respect to the Loans or the Commitment, as applicable, assigned;
	(C) the Administrative Agent, the assigning Lender and such Applicant shall, on or before the Adjustment Date, execute and deliver to the Administrative Agent an Assignment Certificate in substantially the form of Exhibit G (an “Assignment Certificate”);
	(D) if requested by the Administrative Agent, each Borrower will execute and deliver to the Administrative Agent, for delivery by the Administrative Agent in accordance with the terms of the Assignment Certificate, (i) a new Note payable to the order ...
	(E) the assigning Lender shall pay to the Administrative Agent an administrative fee of $3,500.

	(iii) Any assignment or purported assignment to any Person that is not an Eligible Assignee shall be null and void.  Upon the execution and delivery of such Assignment Certificate and such new Notes, and effective as of the effective date thereof (A) ...

	Section 8.13. Participation.  In addition to the rights granted in Section 8.12, each Lender may, upon the prior written consent of the Administrative Agent (which consent may be given or withheld in Agent’s sole discretion), grant participations in a...
	Section 8.14. [Reserved].
	Section 8.15. Agent’s Counsel.  In connection with the negotiation, drafting and execution of this Agreement and the other Loan Documents, perfecting any security interest, completing any filings or registrations and in connection with future legal re...
	Section 8.16. Obligor not a Beneficiary or Party.  Except with respect to the limitation of liability applicable to the Lenders under Section 8.11, the provisions and agreements in this Article VIII are solely among the Lenders and the Agent, and no O...
	Section 8.17. Administrative Agent and Collateral Agent May Delegate Duties.  The Administrative Agent and the Collateral Agent may appoint sub-agents to exercise on their behalf any of their respective duties, obligations or rights under the Loan Doc...
	Section 8.18. Collateral Matters.
	(a) The Lenders hereby irrevocably authorize the Collateral Agent, at its option and in its sole discretion, to release any Lien on any Collateral  upon the termination of the Commitments, and payment and satisfaction in full in cash by the Borrowers ...
	(b) The Agent and its Affiliates and Agent Firm and other representatives shall have no obligation whatsoever to any of the Lenders to assure that the Collateral exists or is owned by the Group Members or is cared for, protected, or insured or has bee...

	Section 8.19. Agency for Perfection.  The Collateral Agent hereby appoints each other Lender as its agent (and each Lender hereby accepts such appointment) for the purpose of perfecting the Agent’s Liens in property that, in accordance with Article VI...
	Section 8.20. Field Audits and Examinations; Confidentiality; Disclaimers by Lenders.  By becoming a party to this Agreement, each Lender:
	(a) is deemed to have requested that the Administrative Agent furnish such Lender, promptly after it becomes available, a copy of each completed field audit or examination report respecting the Group Members (each a “Report” and collectively, “Reports...
	(b) expressly agrees and acknowledges that the Administrative Agent does not (i) make any representation or warranty as to the accuracy of any Report, and (ii) shall not be liable for any information contained in any Report,
	(c) expressly agrees and acknowledges that the Reports are not comprehensive audits or examinations, that the Administrative Agent or other party performing any audit or examination will inspect only specific information regarding the Group Members an...
	(d) agrees to keep all Reports and other material, non-public information regarding the Group Members and their operations, assets, and existing and contemplated business plans in a confidential manner in accordance with Section 10.12, and
	(e) without limiting the generality of any other indemnification provision contained in this Agreement, agrees:  (i) to hold the Administrative Agent and any such other Lender preparing a Report harmless from any action the indemnifying Lender may tak...

	Section 8.21. Successor Agent.  Each of the Administrative Agent and the Collateral Agent may voluntarily resign as administrative agent or collateral agent, as applicable, at any time by giving ten Business Days’ prior written notice thereof to the o...

	ARTICLE IX  GUARANTY
	Section 9.1. Guaranty.
	(a) Each Guarantor, and each Borrower (with respect to each other Borrower), hereby irrevocably and unconditionally guarantees to the Administrative Agent, for the benefit of the Secured Parties, the full and prompt payment when due of the Obligations...
	(b) Regardless of whether any proposed guarantor or any other Person shall become in any other way responsible to the Secured Parties, or any of them, for or in respect of the Obligations or any part thereof, and regardless of whether or not any Perso...
	(c) Each Guarantor and each Borrower absolutely, unconditionally and irrevocably waives any and all right to assert any defense (other than the defense of payment in cash in full, or performance, to the extent of its obligations hereunder, or a defens...
	(i) any lack of validity or enforceability of any Loan Document or any agreement or instrument relating thereto;
	(ii) any change in the time, manner, or place of payment of, or in any other term of, all or any of the Guaranteed Obligations, or any other amendment or waiver of or any consent to departure from any Loan Document, including any increase in the Guara...
	(iii) any taking, exchange, release, or non-perfection of any Lien in and to any Collateral, or any taking, release, amendment, waiver of, or consent to departure from any other guarantee, for all or any of the Guaranteed Obligations;
	(iv) the existence of any claim, set-off, counterclaim, defense (legal or equitable), or other right that any Guarantor may have at any time against any person, including Administrative Agent or any other Secured Party;
	(v) any defense, set-off, counterclaim, or claim, of any kind or nature, arising directly or indirectly from the present or future lack of perfection, sufficiency, validity, or enforceability of the Guaranteed Obligations or any security therefor;
	(vi) any right or defense arising by reason of any claim or defense based upon an election of remedies by any Secured Party including any defense based upon an impairment or elimination of such Guarantor’s rights of subrogation, reimbursement, contrib...
	(vii) any change, amalgamation, reorganization, restructuring, or termination of the corporate, limited liability company, unlimited liability company, trust or partnership structure or existence of any Obligor; or
	(viii) any other circumstance that might otherwise constitute a defense available to, or a discharge of, any Obligor or any other guarantor or surety.

	(d) Each Guarantor and each Borrower absolutely, unconditionally and irrevocably waives any and all right to assert set-off, counterclaim or cross-claim of any nature whatsoever with respect to this Guaranty or the obligations of the Guarantors or the...
	(e) The Secured Parties, or any of them, may from time to time, without exonerating or releasing any Guarantor or any Borrower in any way under this Agreement, including this Guaranty, (i) take such further or other security or securities for the Obli...
	(f) Each Guarantor and each Borrower acknowledges and agrees that no change in the nature or terms of the Obligations or any of the Loan Documents, or other agreements, instruments or contracts evidencing, related to or attendant with the Obligations ...
	(g) The Secured Parties, or any of them, may, without demand or notice of any kind upon or to any Guarantor or Borrower, at any time or from time to time when any amount shall be due and payable hereunder by any Guarantor or Borrower following and dur...
	(h) Upon the bankruptcy or winding up or other distribution of assets of any Borrower, or of any surety or guarantor (other than the applicable Guarantor or other Borrower) for any Obligations of the Borrowers to the Secured Parties, or any of them, t...
	(i) Each Guarantor and each Borrower hereby absolutely, unconditionally and irrevocably expressly waives, except to the extent such waiver would be expressly prohibited by Applicable Law, the following:  (i) notice of acceptance of this Guaranty, (ii)...
	(j) This Guaranty is a continuing guaranty of the Obligations and all liabilities to which it applies or may apply under the terms hereof and shall be conclusively presumed to have been created in reliance hereon.  No failure or delay by any Secured P...
	(k) This is a guaranty of payment and not of collection.  In the event the Administrative Agent makes a demand upon any Guarantor or any Borrower in accordance with the terms of this Guaranty, such Guarantor or Borrower shall be held and bound to the ...
	(l) Each Guarantor and each Borrower expressly represents and acknowledges that any financial accommodations by the Secured Parties to the Borrowers, including, without limitation, the extension of credit, are and will be of direct interest, benefit a...
	(m) Each Guarantor and each Borrower shall be entitled to subrogation and contribution rights from and against the Borrowers to the extent any Guarantor or any Borrower is required to pay to any Secured Party any amount in excess of the Loans advanced...

	Section 9.2. Special Provisions Applicable to Additional Guarantors.  Pursuant to Section 5.8 of this Agreement, any new Subsidiary of any Obligor is required to enter into this Agreement by executing and delivering to the Administrative Agent a Guara...
	Section 9.3. Maximum Liability of Obligors.  It being understood that the intent of the Secured Parties is to obtain a guaranty from each Guarantor and each Borrower, and the intent of each Guarantor and each Borrower is to incur guaranty obligations,...
	(a) If (i) the sum of the guaranty obligations of the Guarantors and the Borrowers under Section 9.1 and, without duplication, in the case of each Borrower, the obligations arising from the joint and several liability of such Borrower with respect to ...
	(b) if, but for the operation of this Section 9.3(b) and notwithstanding Section 9.3(a), the Guarantor Obligations of any Guarantor or any Borrower hereunder otherwise would be subject to avoidance under Section 548 of the Bankruptcy Code or any appli...

	Section 9.4. Contribution Rights, Etc.  In order to provide for just and equitable contribution, indemnity and reimbursement among the Guarantors and any other Obligors, including the Borrowers, in connection with the execution of this Guaranty, the O...

	ARTICLE X  MISCELLANEOUS
	Section 10.1. No Waiver; Cumulative Remedies.  No failure or delay on the part of the Agent, any Lender or any other Secured Party in exercising any right, power or remedy under the Loan Documents shall operate as a waiver thereof; nor shall any singl...
	Section 10.2. Amendments, Requested Waivers, Etc.  No amendment, modification, termination or waiver of any provision of any Loan Document or consent to any departure by any Obligor therefrom shall be effective unless the same shall be in writing and ...
	(a) increase the Commitments;
	(b) reduce the amount of any principal of or interest, premium or fees due on or in respect of the Loans other fees payable to the Lenders;
	(c) postpone any date fixed for any scheduled payment of principal of or interest, premium or fees due on or in respect any outstanding Loan or other fees payable to the Lenders hereunder (for the avoidance of doubt, mandatory prepayments pursuant to ...
	(d) release any material Guaranty or the pledge of any Equity Interest in any Subsidiary under any Loan Document, other than a release of such Guaranty or pledge of such Equity Interest to permit divestiture of the relevant Subsidiary permitted by thi...
	(e) any change in the superpriority status of the Obligors’ obligations;
	(f) other than as permitted by Section 8.18(a)(i), release Agent’s Lien in all or substantially all of the Collateral;
	(g) change the definition of “Required Lenders”; or
	(h) amend this Section 10.2 or any other provision of this Agreement requiring the consent or other action of the Required Lenders or all Lenders.

	Section 10.3. Notices and Distributions.
	(a) Except as otherwise expressly provided herein, all notices, requests, demands and other communications provided for under the Loan Documents shall be in writing and delivered to the applicable parties at their respective addresses set forth on Sch...
	(b) Each Obligor agrees that the Administrative Agent may (but shall not be required to) make any materials delivered by such Obligor to the Administrative Agent, as well as, but not limited to, any amendments, waivers, consents, and other written inf...
	(c) Each Secured Party party hereto agrees that notice to it (as provided in the next sentence) (a “Notification”) specifying that any Communication has been posted to the Platform shall for purposes of this Agreement constitute effective delivery to ...

	Section 10.4. Expenses.
	(a) Agent Expenses.  Any action taken by any Obligor under or with respect to any Loan Document, even if required under any Loan Document or at the request of any Secured Party, shall be at the expense of such Obligor, and no Secured Party shall be re...
	(b) Lender Expenses.  The Borrowers shall pay (i) all reasonable out-of-pocket expenses of the Lenders (x) associated with the preparation, negotiation, execution and delivery of the term sheet relating to the Loan Documents and associated with the pr...

	Section 10.5. Costs and Expenses; Indemnification.  In addition to the payment of Agent Expenses pursuant to Section 10.4, each Borrower agrees to indemnify, defend and hold harmless the Agent, each Lender, each other Secured Party and each of their r...
	Section 10.6. Execution in Counterparts.  This Agreement and other Loan Documents may be executed in any number of counterparts, each of which when so executed and delivered (including by PDF or facsimile transmission, which shall be as effective as d...
	Section 10.7. Governing Law; Jurisdiction; Waiver of Jury Trial; Waiver of Special, Direct, or Consequential Damages.
	(a) Governing Law.  The Loan Documents shall be governed by, and construed in accordance with, the laws of the State of New York, except to the extent the law of any other jurisdiction applies as to the perfection or enforcement of the any security in...
	(b) Jurisdiction.  The Obligors, the Agent and the Lenders hereby irrevocably submit to the exclusive jurisdiction and venue of the Bankruptcy Court and any state or federal court of the United States sitting in the State of New York, and any appellat...
	(c) WAIVER OF JURY TRIAL.  THE OBLIGORS, THE LENDERS AND THE AGENT HEREBY IRREVOCABLY WAIVE ALL RIGHT TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR RELATING TO ANY LOAN DOCUMENT OR ANY INSTRUMENT OR DOCUMENT DELIVERED TH...
	(d) Special, Indirect or Consequential Damages.  In no event shall any Indemnitee be liable on any theory of liability for any special, indirect, consequential or punitive damages (including any loss of profits, business or anticipated savings), unles...

	Section 10.8. Integration; Inconsistency.  This Agreement, together with the Loan Documents, comprise the final and complete integration of all prior expressions by the parties hereto with respect to the subject matter hereof and shall constitute the ...
	Section 10.9. Agreement Effectiveness.  This Agreement shall become effective upon delivery of fully executed counterparts hereof to each of the parties hereto.
	Section 10.10. Advice from Independent Counsel.  The parties hereto understand that this Agreement is a legally binding agreement that may affect such party’s rights.  Each party hereto represents to the other that it has received legal advice from co...
	Section 10.11. Binding Effect; No Assignment by Borrower; Third Party Beneficiary.  This Agreement shall be binding upon and inure to the benefit of the Obligors, the Lenders, the Agent and their respective successors and assigns; provided, however, n...
	Section 10.12. Confidentiality.  The Agent and each Lender shall hold all non-public information regarding the Group Members and their businesses obtained by the Agent or such Lender pursuant to the requirements hereof in accordance with the Agent’s o...
	(a) Each Group Member shall, and shall cause its Affiliates to, (i) [reserved] and (ii) take all reasonable actions necessary to prevent Schedule 1.1.1 to this Agreement from becoming publicly available, including, without limitation, filing such Sche...

	Section 10.13. Severability of Provisions.  Any provision of this Agreement which is prohibited or unenforceable shall be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions hereof.
	Section 10.14. Senior Debt.  The Obligations are intended to be senior Debt, and not subordinated to any other senior Debt, or made pari passu with Debt that is subordinated to any other Debt, of any Obligor.  The Obligations are deemed to be expressl...
	Section 10.15. Release of Carson-Dellosa Equity.  Upon the consummation of a Carson-Dellosa Drag-Along Sale, the Collateral Agent shall release the Liens, securing the Obligations, on the Equity Interests in Carson-Dellosa Publishing, LLC that are Dis...
	Section 10.16. USA Patriot Act.  Each Lender hereby notifies the Administrative Borrower that pursuant to the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) (the “USA Patriot Act”), it is required ...
	Section 10.17. Administrative Borrower as Agent for Borrower.  Each Borrower hereby irrevocably appoints Administrative Borrower as the borrowing agent and attorney-in-fact for all Borrowers.  Each Borrower hereby irrevocably appoints and authorizes A...
	Section 10.18. Intercreditor Agreement.  Agent and each Lender hereunder, by its acceptance of the benefits provided hereunder, (a) consents to the subordination of liens provided for in the Intercreditor Agreement, (b) agrees that it will be bound by...
	Section 10.19. Conflict.  In the event of a conflict between this Agreement and the Final Order, the Final Order shall govern.
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