Docket #0273 Date Filed: 2/25/2013

UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

Inre: Chapter 11
SCHOOL SPECIALTY, INC,, et al.,* Case No. 13-10125 (KJC)
Debtors. Jointly Administered

Re: Docket Nos. 12 & 88

NOTICE OF FILING OF DRAFT FURTHER REVISED PROPOSED FINAL DIP
ORDER

PLEASE TAKE NOTICE that, on January 28, 2013, the above-captioned
debtors and debtors-in-possession (collectively, the “Debtors™) filed the Motion of Debtors’ for
Entry of an Interim and Final Orders (I) Authorizing Debtors (A) to Obtain Postpetition
Financing Pursuant to 11 U.S.C. 88 105, 361, 362, 364(c)(1), 364(c)(2), 364(c)(3), 364(d)(1),
364(e) and 507 and (B) to Utilize Cash Collateral Pursuant to 11 U.S.C. § 363, (C) to Grant
Priming Liens and Superpriority Claims to the DIP Lenders, (D) to Provide Adequate Protection
to Prepetition Secured Parties Pursuant to 11 U.S.C. 88 361, 362, 363 and 364, and (E) to
Repay in Full Amounts Owed in Connection with the Prepetition Secured Loans or Otherwise
Converting the Prepetition Secured Obligation into Postpetition Secured Obligations; (1)
Scheduling Final Hearing Pursuant to Bankruptcy Rules 4001(a) and (c); and (I11) Granting
Related Relief [Docket No. 12] (the “DIP_Motion”).

PLEASE TAKE FURTHER NOTICE that, on January 31, 2013 the Court
entered an order approving the DIP Motion on an interim basis [Docket No. 86] (the “Interim

DIP Order”). On February 22, 2013, the Debtors filed the proposed Final DIP Order [Docket

! 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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No. 259]. Subsequently, further revisions were made to the Final DIP Order. Attached hereto as
Exhibit A is a draft of the further revised proposed order approving the DIP Motion on a final

basis (the “Revised Final DIP Order”), which remains subject to review and revision. For the

convenience of the Court and parties-in-interest, a blackline of the Revised Final DIP Order

against the Interim DIP Order is attached hereto as Exhibit B.

Dated: February 25, 2013 YOUNG CONAWAY STARGATT & TAYLOR, LLP
Wilmington, Delaware

/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

01:13361115.3



EXHIBIT A

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

_____________________________________________________________ X
In re: : Chapter 11
SCHOOL SPECIALTY, INC,, et al.,’ : Case No. 13-10125(KJC)
Jointly Administered
Debtors.
------------------------------------------------------------- X Re: Doc No. 12, 86

FINAL ORDER (1) 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 (11) GRANTING RELATED REL IEF

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

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

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

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

and 507 of title 11 of the United States Code, 11 U.S.C. 88 101, et seq. (the “Bankruptcy Code™),

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

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

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

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

0] a super-priority credit facility made available to the
Borrowers in an aggregate principal amount of up to $144,665,931.42 consisting
of (A) a credit facility in the amount of $50,000,000 in respect of new money

funding (the “Bayside DIP Facility”); and (B) $94,665,931.42 in respect of the

Prepetition Term Loan Debt (as defined below),® subject to the terms and
conditions hereof, with Bayside Finance, LLC (“Bayside” and, in its capacity as

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

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

“Bayside DIP Lenders”); and

(i) a super-priority revolving credit facility made available to
the Borrowers in an aggregate principal amount of up to $175,000,000 (as
amended and modified by Amendment No. 1 to Debtor-in-Possession Credit

Agreement, as attached hereto as Exhibit B (the "ABL Amendment No. 1"), the

“ABL DIP Facility” and, together with the Bayside DIP Facility, the “DIP

Financing”) with Wells Fargo Capital Finance, LLC (“Wells Fargo”) or an

affiliate acting as administrative agent (in such capacity, the “ABL DIP Agent”

and, together with the Bayside DIP Agent, the “DIP_Agents”) for itself and a

syndicate of financial institutions (collectively, the “ABL DIP Lenders” and,

® As set forth below, this portion of the relief requested in the Motion was withdrawn at the Interim Hearing
(as defined below).



together with the Bayside DIP Lenders, the “DIP Lenders”) in accordance with
that certain Debtor-in-Possession Credit Agreement, dated as of January 31, 2013
(as may be amended, supplemented or modified from time to time, including by

ABL Amendment No. 1, the “ABL DIP Credit Agreement” and, together with the

Bayside DIP Credit Agreement (as defined below), the “DIP Credit Agreements”

and, the DIP Credit Agreements together with all such instruments or documents
executed and delivered in connection therewith or related thereto, the “DIP

Documents™);

(b) authorization for the Debtors to: (i) use all cash collateral consisting of proceeds
of ABL Priority Collateral (as defined in the DIP Intercreditor Agreement) coming into the
possession or control of the Debtors to reduce the Obligations (as defined in the Credit
Agreement dated as of May 22, 2012 (as amended, supplemented or otherwise modified from

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

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

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

Lenders”)) to the extent not repaid or otherwise satisfied with proceeds of the ABL DIP Credit
Agreement and, to the extent allowable under Bankruptcy Code section 506(b), pay (A) interest
at the default rate set forth in the Prepetition ABL Credit Agreement, (B) all fees, costs, expenses
and other charges due or coming due under the Prepetition ABL Documents or in connection
with the Prepetition ABL Debt (each as defined below), regardless of whether such fees, costs,
interest and other charges are included in the budget set forth in the Prepetition ABL Documents,
and (C) all costs and expenses at any time incurred by the Prepetition ABL Agent and Prepetition

ABL Lenders in connection with (x) the negotiation, preparation and submission of the Interim



Order (as defined below), this Final Order (as defined below) and any other order or document
related hereto and (y) the representation of the Prepetition ABL Agent and the Prepetition ABL
Lenders in the Chapter 11 Cases, including in defending against any Lender Claim (as defined

below) (such amounts set forth in subclauses (A) through (C), collectively, the “Allowable ABL

506(b) Amounts” and, together with the Obligations (as defined in the Prepetition ABL Credit

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

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

Agreement, the “Prepetition ABL Documents”); (ii) upon entry of this Final Order, use the

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

Obligations, collectively, the “ABL Roll Up Obligations”)*:

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

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

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

Credit Agreements™”) among School Specialty, the borrowers and guarantors party thereto, the

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

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

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

* This portion of the relief requested in the Motion has been modified as set forth herein.



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

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

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

Documents, the “Prepetition Loan Documents”), whose liens and security interests are being

primed by the DIP Financing; and
(d) authorization for the Debtors to use any Cash Collateral (each as defined below)
in which the Prepetition ABL Agent, any Prepetition ABL Lender, the Prepetition Term Loan

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

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

Due and appropriate notice under the circumstances of the Motion, the relief requested
therein, the Interim Hearing and the Final Hearing (as defined below) having been served by the
Debtors on the official committee of unsecured creditors appointed in these Chapter 11 Cases

(the “Creditors” Committee”), the DIP Agents, the DIP Lenders, the Prepetition Agents, the

Prepetition Secured Lenders, the Office of the United States Trustee for the District of Delaware
(the “U.S. Trustee™), those parties requesting notice pursuant to Bankruptcy Rule 2002, the forty
(40) largest unsecured creditors of the Debtors, the Internal Revenue Service and the Securities
and Exchange Commission in compliance with Bankruptcy Rule 4001(b) and (c) and the Local

Rules;

An interim hearing on the Motion (the “Interim Hearing”) having been held by this Court

on January 30, 2013, and this Court having entered an interim order (the “Interim Order”) dated

January 31, 2013 [Docket No. 86] which, among other things, (i) authorized each Borrower, on



an interim basis, to borrow forthwith from the DIP Lenders under the DIP Documents up to an
aggregate principal or face amount not to exceed (A) $175,000,000 pursuant to the ABL DIP
Facility and (B) $25,000,000 under the Bayside DIP Facility (in each case, subject to any
limitations on borrowings under the applicable DIP Documents and in accordance with the
Approved Budget (as defined in the DIP Credit Agreements),” (ii) authorizing each Borrower to
guaranty the DIP Obligations (as defined below) of each other Borrower and the Guarantors to
guaranty the DIP Obligations of each Borrower, (iii) authorizing the Debtors’ use of Cash
Collateral, (iv) granting the adequate protection described herein, and (v) scheduling a final
hearing (the “Final Hearing”) to consider entry of a final order (the “Final Order”) authorizing
the balance of the borrowings and letter of credit issuances under the DIP Documents on a final
basis, as set forth in the Motion and the DIP Documents, for February 25, 2013 at 11:00 a.m.

(ET);

The Debtors having filed (x) a notice of filing of the proposed Final Order (the

“Supplemental Notice”), dated February _ , 2013 and (y) executed versions of the DIP Credit

Agreements on February 12, 2013; and due and appropriate notice of the Supplemental Notice
and the relief requested therein having been served by the Debtors on the following notice
parties: (a) (i) Paul, Weiss, Rifkind, Wharton & Garrison LLP, Attn: Alan W. Kornberg, Jeffrey
D. Saferstein and Elizabeth R. McColm, 1285 Avenue of the Americas, New York, NY 10019
and (ii) Young, Conaway, Stargatt & Taylor, LLP, Attn: Pauline K. Morgan and Joel Waite,
Rodney Square, 1000 North King Street, Wilmington, DE 19801, attorneys for the Debtors; (b)
(i) Akin Gump Strauss Hauer & Feld, LLP, Attn: Michael Stamer & Meredith Lahaie, One

Bryant Park, New York, NY 10036 and (ii) Pepper Hamilton LLP, Attn: David Stratton & David

® The Approved Budget is attached hereto as Exhibit A.



Fournier, Hercules Plaza, Suite 5100, 1313 N. Market Street, Wilmington, DE 19801, attorneys
for the Prepetition Term Loan Agent, Prepetition Term Loan Lenders, Bayside DIP Agent and
Bayside DIP Lenders, (c) (i) Goldberg Kohn, Attn: Randall Klein & Jeremy Downs, 55 East
Monroe Street, Suite 3300, Chicago, IL 60603 and (ii) Richards, Layton and Finger, P.A., Attn:
Paul Heath, One Rodney Square, 920 North King Street, Wilmington, DE 19801, attorneys for
the Prepetition ABL Agent and ABL DIP Agent, (d) (i) Brown Rudnick LLP, Attn: Robert Stark,
Seven Times Square, New York, NY 10036 and (ii) Venable LLP, Attn: Jamie L. Edmonson
(jledmonson@venable.com), 750 Pratt Street, Suite 900, Baltimore, MD 21202, attorneys for the
Creditors’ Committee, (e) (i) Strook & Stroock & Lavan LLP, Attn: Kristopher M. Hanson &
Jonathan D. Canfield (khansen@stroock.com, jcanfield@stroock.com), 180 Maiden Lane, New
York, NY 10038 and (ii) Duane Morris LLP, Attn: Michael R. Lastowski, Christopher M. Winter
& Jarret P. Hitchings (MLastowski@duanemorris.com, cmwinter@duanemorris.com,
JPHitchings@duanemorris.com), 222 Delaware Avenue, Suite 1600, Wilmington, DE 19801,
attorneys for the ad hoc group holders of convertible debentures, (f) the U.S. Trustee, Attn:
Richard Shepacarter, Esg. and Juliet A. Sarkessian, Esg., (g) those parties requesting notice
pursuant to Bankruptcy Rule 2002, and (h) any party that timely filed an objection to the entry of

this Final Order;

Upon the record made by the Debtors and other parties in interest at the Interim Hearing
and at the Final Hearing and after due deliberation and consideration and sufficient cause

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

1. Disposition. The Motion is granted on a final basis in accordance with the terms

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



that have not been withdrawn, waived or settled, and all reservations of rights included therein,
are hereby denied and overruled. This Final Order shall become effective immediately upon
entry. The DIP Intercreditor Agreement (as defined below) and that certain Intercreditor
Agreement dated as of May 22, 2012 (as amended, supplemented or modified from time to time,

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

the “Intercreditor Agreements”) in all respects are “subordination agreements” for purposes of

Bankruptcy Code section 510(a).

2. Jurisdiction. This Court has core jurisdiction over the Chapter 11 Cases, the
Motion and the parties and property affected hereby pursuant to 28 U.S.C. 88 157(b) and 1334.
Venue is proper before this Court pursuant to 28 U.S.C. 8§ 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, the Interim Hearing, the Interim Order and the Final Hearing
constitutes appropriate, due and sufficient notice thereof and complies with Bankruptcy Rule
4001(b) and (c) and the Local Rules, and no further notice of the relief sought at the Final
Hearing is necessary or required.

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

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

“Petition Date”):



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

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

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

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

(X) first priority liens on and security interests in the Term Loan Priority
Collateral (as defined in that certain Intercreditor Agreement dated as of January

31, 2013 by and between the ABL DIP Agent and the Bayside DIP Agent (the

“DIP Intercreditor Agreement”)); and (YY) second priority liens on and security
interests in the ABL Priority Collateral (as defined in the DIP Intercreditor

Agreement); and

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

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



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

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

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

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

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

Security Interests”); and

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

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

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

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

10



action, defenses or setoff rights against each of the Prepetition Agents, each of the Prepetition
Secured Lenders, and their respective agents, affiliates, representatives, attorneys, or advisors, in
their capacities as such (collectively, the "Lender Parties™), whether arising at law or in equity,
including any recharacterization, subordination, avoidance or other claim arising under or
pursuant to section 105 or chapter 5 of the Bankruptcy Code or under any other similar
provisions of applicable state or federal law; provided, however, that nothing herein or in any of
the DIP Documents shall operate as a release or waiver of any claims or causes of action held by
any party (including, without limitation, any of the Debtors) against any Debtor, any “affiliate”
of any Debtor (as defined in the Bankruptcy Code) or any officer, director or direct or indirect
shareholder (or affiliate thereof) of any Debtor. Each Debtor hereby covenants not to sue any
Lender Party on account of any “claims” (as defined in the Bankruptcy Code), counterclaims,
causes of action, defenses or setoff rights, whether arising at law or in equity, including any
recharacterization, subordination, avoidance or other claim arising under or pursuant to section
105 or chapter 5 of the Bankruptcy Code or under any other similar provisions of applicable state
or federal law.

(e) The Prepetition Security Interests granted to the Prepetition Agents in the
Prepetition Priority Collateral pursuant to and in connection with the Prepetition Loan
Documents, including, without limitation, all security agreements, pledge agreements,
mortgages, deeds of trust and other security documents executed by any of the Debtors in favor
of the Prepetition Agents, for such Prepetition Agents’ benefit and for the benefit of the
applicable Prepetition Secured Lenders, (i) are valid, binding, perfected and enforceable liens
and security interests in the real and personal property described in the Prepetition Loan

Documents, (ii) are not subject, pursuant to the Bankruptcy Code or other applicable law, to

11



avoidance, recharacterization, recovery, subordination, attack, offset, counterclaim, defense or
“claim” (as defined in the Bankruptcy Code) of any kind, (iii) are subject and subordinate only to
(A) the DIP Liens (as defined below), (B) the Carve-Out (as defined below) to which the DIP
Liens are subject and (C) valid, perfected and unavoidable liens and security interests permitted
under the applicable Prepetition Loan Documents, but only to the extent that such liens and
security interests are permitted by the applicable Prepetition Loan Documents to be senior to or
pari passu with the applicable Prepetition Security Interests, and (iv) constitute the legal, valid
and binding obligation of the Debtors, enforceable in accordance with the terms of the applicable
Prepetition Loan Documents.

5. Findings Regarding the DIP Financing.

@) Good cause has been shown for the entry of this Final Order.

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

(©) The Debtors are unable to obtain financing on more favorable terms from sources
other than the DIP Lenders under the DIP Documents and are unable to obtain adequate
unsecured credit allowable under Bankruptcy Code section 503(b)(1) as an administrative

expense. The Debtors are also unable to obtain secured credit allowable under Bankruptcy Code

12



sections 364(c)(1), 364(c)(2) and 364(c)(3) for the purposes set forth in the DIP Credit
Agreements without the Debtors (i) granting to the DIP Agents and the DIP Lenders, subject to
the Carve-Out as provided for herein, the DIP Liens and the Superpriority Claims (as defined
below) under the terms and conditions set forth in this Final Order and in the DIP Documents
and (ii) using Cash Collateral consisting of ABL Priority Collateral coming into the possession
or control of the Debtors and, upon entry of this Final Order, proceeds of the ABL DIP Facility
to pay or otherwise satisfy any remaining ABL Roll Up Obligations.

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

(e) The DIP Financing has been negotiated in good faith and at arms' length among
the Debtors, the DIP Agents and the DIP Lenders, and all of the Debtors’ obligations and
indebtedness arising under, in respect of or in connection with the DIP Financing and the DIP
Documents, including without limitation, all loans and Letters of Credit (as defined in the ABL
DIP Facility), the Bayside DIP Facility, the use of Cash Collateral consisting of ABL Priority
Collateral coming into the possession or control of the Debtors and, upon entry of this Final
Order, proceeds of the ABL DIP Facility to pay or otherwise satisfy any remaining ABL Roll Up
Obligations, and the balance of the ABL DIP Facility made to and all guarantees issued by the
Debtors pursuant to the DIP Documents, and any other obligations under the DIP Documents
(including, with respect to the ABL DIP Facility, all Bank Product Obligations) (all of the

foregoing collectively, the “DIP Obligations™), shall be deemed to have been extended by the

DIP Agents and the DIP Lenders and their affiliates in good faith, as that term is used in

Bankruptcy Code section 364(e), and in express reliance upon the protections offered by

13



Bankruptcy Code section 364(e), and the DIP Obligations, the DIP Liens and the Superpriority
Claims shall be entitled to the full protection of Bankruptcy Code section 364(e) in the event that
this Final Order or any provision hereof is vacated, reversed or modified, on appeal or otherwise.

() Consummation of the DIP Financing and authorization of the use of Cash
Collateral in accordance with this Final Order and the DIP Documents is in the best interests of
the Debtors’ estates.

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

@) The Debtors were by the Interim Order and hereby are authorized to execute and
enter into the DIP Documents, including that certain Senior Secured Super Priority Debtor-in-
Possession Credit Agreement, dated as of January 31, 2013 (as may be amended, supplemented

or modified from time to time, the “Bayside DIP Credit Agreement”) and the ABL DIP Credit

Agreement, and the DIP Credit Agreements and other DIP Documents are hereby approved. The
DIP Credit Agreements and this Final Order shall govern the financial and credit
accommaodations to be provided to the Debtors by the DIP Lenders; provided that in the event of
a conflict between the DIP Credit Agreements and this Final Order, this Final Order shall
control.

(b) The Borrowers were by the Interim Order and hereby are authorized to borrow
money pursuant to the DIP Credit Agreements, and the Borrowers and the Guarantors were by
the Interim Order and are hereby authorized to guaranty such borrowings, in accordance with the
terms of this Final Order and the DIP Credit Agreements (and subject to the Approved Budget
provided for under the Bayside DIP Credit Agreement and the ABL DIP Credit Agreement) to,
among other things, (X) provide working capital for the Borrowers and the Guarantors

(including, without limitation, foreign affiliates guaranteeing the DIP Obligations) and (y) pay

14



interest, fees and expenses in accordance with this Final Order and the DIP Documents
(including, for the avoidance of doubt, the fees and expenses of the DIP Lenders’ professionals,
whether incurred pre- or postpetition). In addition, subject to the rights of parties set forth in
paragraph 23 herein, Cash Collateral consisting of ABL Priority Collateral and proceeds thereof
coming into the possession or control of the Debtors and, upon entry of this Final Order,
proceeds of the ABL DIP Facility, may be used to pay or otherwise satisfy any remaining ABL
Roll Up Obligations. The Debtors are also authorized to incur Bank Product Obligations
pursuant to the terms of the ABL DIP Facility, including overdrafts and related liabilities arising
from treasury, depository and cash management services including any automated clearing house
fund transfers provided to or for the benefit of the Debtors by the ABL DIP Agent or any of its
affiliates, provided, however, that nothing herein shall require the ABL DIP Agent or any other
party to incur overdrafts or to provide any such services or functions to the Debtors.
Notwithstanding the foregoing, the ABL DIP Agent, with the consent of the Co-Collateral
Agents (as defined in the ABL DIP Credit Agreement), may authorize the Debtors to use Cash
Collateral consisting of ABL Priority Collateral, in lieu of incurring additional Obligations (as
defined in the ABL DIP Credit Agreement), to fund expenses set forth in the Approved Budget,
subject to the terms and conditions of this Order. The Debtors shall not (A) use the proceeds of
the ABL DIP Facility or any proceeds of the ABL Priority Collateral to (i) repay or prepay any
of the Prepetition Term Loan Debt or the Bayside DIP Facility, (ii) pay any Taxes (as defined in
the ABL DIP Credit Agreement) upon or as a result of the Disposition (as defined in the DIP
Intercreditor Agreement) of Term Loan Priority Collateral or (iii) affirmatively commence or
support, or to pay any professional fees incurred in connection with, any adversary proceeding,

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

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

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

letter agreements referred to in clause (iii) below;

(i) the execution, delivery and performance of one or more
amendments, waivers, consents or other modifications to and under the DIP

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

amendment shall only be permitted pursuant to an order of this Court;

(iii) the non-refundable payment: (A) solely from proceeds of
the Bayside DIP Facility or Term Loan Priority Collateral, to the Bayside DIP

Agent or Bayside DIP Lenders, as the case may be, of the fees referred to in the
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Bayside DIP Credit Agreement (and in the separate letter agreement(s) between
them in connection with the Bayside DIP Facility), but excluding the
Commitment Termination Fee (as defined in the Bayside DIP Credit Agreement,
to the extent referenced therein), and the reasonable costs and expenses as may be
due from time to time, including, without limitation, fees and expenses of the
professionals retained as provided for in connection with the Bayside DIP Credit
Agreement (including, for the avoidance of doubt, all such fees and expenses
incurred prior to the Petition Date); and (B) solely from proceeds of the ABL DIP
Facility or ABL Priority Collateral, to the ABL DIP Agent or ABL DIP Lenders,
as the case may be, of the fees referred to in the ABL DIP Credit Agreement (as
amended by ABL Amendment No. 1) (and in the separate letter agreement(s)
between them in connection with the ABL DIP Facility), and the reasonable costs
and expenses as may be due from time to time, including, without limitation, fees
and expenses of the professionals retained as provided for in connection with the

ABL DIP Credit Agreement;

(iv) the conversion of the Prepetition ABL Debt and other

satisfaction in full of the ABL Roll Up Obligations; and

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

connection with the DIP Documents.

(d) The DIP Credit Agreements and the other 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 Final Order for all

purposes during the Chapter 11 Cases, any subsequently converted case of any Debtor under
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chapter 7 of the Bankruptcy Code or after the dismissal of any Case. No obligation, payment,
transfer or grant of security under the DIP Credit Agreements, the other DIP Documents or this
Final Order shall be stayed, restrained, voidable, avoidable or recoverable under the Bankruptcy
Code or under any applicable law (including without limitation, under Bankruptcy Code sections
502(d), 548 or 549 or under any applicable state Uniform Fraudulent Transfer Act, Uniform
Fraudulent Conveyance Act or similar statute or common law), or subject to any defense,
reduction, setoff, recoupment or counterclaim; provided, however, that in the event of a final
order sustaining a timely challenge under paragraph 23 hereof that the repayment or deemed
satisfaction of the ABL Roll Up Obligations pursuant to the ABL DIP Facility resulted in the
repayment or satisfaction of unsecured claims against the Debtors, then the repayment or other
satisfaction shall be reversed, the ABL Roll Up Obligations shall be reinstated, and the
accompanying obligations under the ABL DIP Facility shall be reduced or otherwise rescinded,
on a dollar-for-dollar basis (including the reduction of revolving commitments thereunder).

7. Payment of the Prepetition ABL Debt. The Debtors are hereby authorized, upon
entry of this Final DIP Order, to use the proceeds of the ABL DIP Facility to fully repay or deem
issued or incurred under the ABL DIP Facility any remaining ABL Roll Up Obligations. All
such application of proceeds of the ABL DIP Facility shall be final subject only to the right of
parties in interest to seek a determination in accordance with paragraph 23 hereof that such
applications to the ABL Roll Up Obligations resulted in a payment of an unsecured prepetition
claim of Prepetition ABL Lenders.

8. Superpriority Claims. Pursuant to Bankruptcy Code section 364(c)(1), all of the
DIP Obligations shall constitute allowed senior administrative expense claims against each of the

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

9. Carve-Out. The “Carve-Out” means an amount sufficient to satisfy (a) all fees
and expenses required to be paid to the Clerk of the Court and to the Office of the U.S. Trustee
pursuant to 28 U.S.C. 88 156(c) and 1930(a)(6) and (b) (i) unpaid allowed fees, expenses, and
disbursements of the professionals for the Debtors and the Creditors’ Committee (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, the Prepetition Term Agent, and the Bondholder DIP Agent (defined below) or by
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the Bayside DIP Agent to the Prepetition ABL Agent and the ABL DIP Agent, of the occurrence
of such Event of Default (as such term is defined in the ABL DIP Credit Agreement or Bayside

DIP Credit Agreement) for purposes of this paragraph 9 (the *“Carve-Out Notice”), in an

aggregate amount not in excess of $500,000 and (ii) unpaid Professionals’ fees and expenses
incurred and accruing prior to the delivery of a Carve-Out Notice and as allowed by the
Bankruptcy Court and in such amounts (subject to any permitted variance under the ABL DIP
Credit Agreement and the Bayside DIP Credit Agreement) not in excess of the permitted line
items for such amounts and for such periods as set forth in the Approved Budgets set forth in the
DIP Credit Agreements and Carve-Out Report (as defined below) (clauses (i) and (ii),

collectively, the “Professionals’ Carve-Out”); provided that (x) the dollar limitation in this clause

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

Out Notice, or (ii) “success fee” or similar fee, whether or not set forth in the Approved Budget,
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may be paid with proceeds of any loan or other advance under the ABL DIP Credit Agreement
or the ABL Priority Collateral.®

10. Reservation of Rights Regarding Professionals’ Fees. 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.

11.  The Carve-Out Report, Budget Periods and Variance Tests.

@) The Debtors and their Chief Restructuring Officer (as defined in the ABL DIP
Credit Agreement) shall provide to the DIP Agents and the Creditors' Committee 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.

(b) Section 6.15 (c) and (d) of the ABL DIP Credit Agreement and Section 6.31(c)
and (d) of the Bayside DIP Credit Agreement will not restrict (a) any amounts otherwise
chargeable under the DIP Credit Agreements for fees, costs and other charges incurred by the

DIP Agent and DIP Lenders thereunder and (b) any disbursements to professionals to be paid in

a particular Approved Budget period (the “Original Budget Period”) but not paid during such

period due to the delay in the approval of such professional fees by the Bankruptcy Court. Such

® [The Employee Costs as set forth in the wind-down budget shall be subject to the Bayside DIP Lenders’
consent.]
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approved but unpaid amounts may be paid in a subsequent Approved Budget period (the

“Subsequent Budget Period™) in which such Bankruptcy Court approval is received to the extent

such payments are otherwise permitted pursuant to paragraph 9(b)(ii) of this Final Order, the
ABL DIP Credit Agreement and the Bayside DIP Credit Agreement, in which case the
applicable line item in the Approved Budget shall be deemed to be increased to reflect the
disbursement of such amounts in such Subsequent Budget Period; provided that for purposes of
the Variance Test (as defined in the DIP Credit Agreements), unless the Original Budget Period
and the Subsequent Budget Period are in the same budget test period, such amounts shall be
deemed to have been paid in each of the Original Budget Period and the Subsequent Budget
Period (for the avoidance of doubt, the Debtors must be in compliance with the Variance Test for
each of the Original Budget Period and the Subsequent Budget Period as if such payments were
made in each such period).

(c) Notwithstanding anything in the ABL DIP Credit Agreement or the Bayside DIP
Credit Agreement to the contrary, disbursements with respect to the Lender Group Expenses (as
defined in the ABL DIP Credit Agreement) or the Agent Expenses (as defined in the Bayside
DIP Credit Agreement) included in the line item “Restructuring/Other Profess. Fees” in the
Approved Budget paid in excess of the amounts reflected in such Approved Budget shall not
constitute a Default or Event of Default under either such agreement; provided, however that
such excess amounts shall be disregarded for purposes of determining compliance with the
Variance Test.

12. DIP Liens. As security for the DIP Obligations, effective and perfected upon the
date of the Interim Order and without the necessity of the execution, recordation of filings by the

Debtors of mortgages, security agreements, control agreements, pledge agreements, financing
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statements or other similar documents, or the possession or control by any DIP Agent or DIP
Lender of or over any DIP Collateral, the following security interests and liens were by the
Interim Order and hereby are granted by the Debtors to the DIP Agents for their own benefit and
the respective benefit of the applicable DIP Lenders (all property identified in clauses (a), (b) and
(c) below being collectively referred to as the “DIP Collateral), subject, only in the event of the
occurrence and during the continuance of an Event of Default (as defined in the ABL DIP Credit
Agreement or the Bayside DIP Credit Agreement), to the payment of the Carve-Out (all such
liens and security interests granted to the DIP Agents, for their own benefit and the respective
benefit of the applicable DIP Lenders, pursuant to the Interim Order, this Final Order and the
DIP Documents, the “DIP Liens”):

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

avoidable liens (collectively, “Unencumbered Property™), including, without limitation, any such

unencumbered cash of the Debtors (whether maintained with a DIP Agent or otherwise) and any
investment of such cash, inventory, accounts receivable, other rights to payment whether arising
before or after the Petition Date, contracts, properties, plants, equipment, general intangibles,
documents, instruments, interests in leaseholds, real properties, patents, copyrights, trademarks,
trade names, other intellectual property, commercial tort claims, equity interests, and the
proceeds of all the foregoing. Unencumbered Property shall also include the Debtors’ claims

and causes of action under Bankruptcy Code sections 502(d), 544, 545, 547, 548, 549, 550, and
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553 and any other avoidance actions under the Bankruptcy Code and the proceeds thereof and
property received thereby whether by judgment, settlement or otherwise (collectively,

“Avoidance Actions”).

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

Bayside DIP Facility and the ABL DIP Facility shall be junior to any valid, perfected,
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enforceable and unavoidable security interests and liens of parties other than the Prepetition
Secured Parties, if any, on such property existing immediately prior to the Petition Date, or to
any valid, perfected and unavoidable interests in such property arising out of liens to which the
liens of the Prepetition Secured Parties may become subject subsequent to the Petition Date as
permitted by Bankruptcy Code section 546(b).

(©) Liens Junior to Certain Other Liens. Except as otherwise set forth in paragraph
13 herein, pursuant to Bankruptcy Code section 364(c)(3), a valid, binding, continuing,
enforceable, fully perfected security interest in and lien upon all pre- and postpetition property of
the Debtors (other than the property described in clauses (a) or (b) of this paragraph 12, as to
which the liens and security interests in favor of the DIP Agents will be as described in such
clauses), whether now existing or hereafter acquired, that is subject to valid, perfected and
unavoidable liens in existence immediately prior to the Petition Date or to valid and unavoidable
liens in existence immediately prior to the Petition Date that are perfected subsequent to the
Petition Date as permitted by Bankruptcy Code section 546(b), which security interests and liens
in favor of the DIP Agents are junior to such valid, perfected and unavoidable liens; provided
that, the Bayside DIP Liens and Wells DIP Liens shall be subject to any asserted tax liens solely
to the extent that such tax liens (1) 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 Bayside DIP Liens and Wells 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"
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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. Subject to any further order of Bankruptcy Court
and notwithstanding anything to the contrary contained herein, for purposes of this Final Order,
no liens or other rights or interests granted or permitted under this Final Order shall impair, be
senior to, or in any way prime the liens and right of setoff (provided that such lien and right of
setoff otherwise qualifies as a lien not being primed by reason of the last sentence of paragraph
12(b) of this Final Order) of Comerica Bank under that certain Pledge and Security Agreement
(re: deposit account) dated May 2012 by School Specialty, Inc. in favor of Comerica Bank
pledging the funds in Business Money Market Account No. 1852879814 in the name of School

Specialty, Inc., maintained at Comerica Bank (the “Comerica Account”) and all identifiable

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

(d) Liens Senior to Certain Other Liens. The DIP Liens and the Adequate Protection
Liens (as defined below) shall not be subject or subordinate to (i) any lien or security interest that
is avoided and preserved for the benefit of the Debtors and their estates under Bankruptcy Code
section 551, (ii) any liens arising after the Petition Date including, without limitation, any liens

or security interests granted in favor of any federal, state, municipal or other governmental unit,
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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.

13. Priority of DIP Liens. Notwithstanding anything to the contrary herein, (a) the
DIP Liens granted hereunder and under the Interim Order to the Bayside DIP Lenders (the

“Bayside DIP Liens”) shall be immediately junior in priority and subject to the DIP Liens

granted to the ABL DIP Lenders and to the prepetition liens granted to the Prepetition ABL
Agent in respect of the ABL Priority Collateral and (b) the DIP Liens granted hereunder and

under the Interim Order to the ABL DIP Lenders (the “Wells DIP Liens”) shall be immediately

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

Avoidance Actions described in subclause (ii) above, and the Bayside DIP Liens granted
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hereunder and under the Interim Order in respect of such Avoidance Actions shall be senior to
the Wells DIP Liens granted hereunder and under the Interim Order; and the DIP Liens granted
hereunder in respect of the proceeds of all Avoidance Actions not covered by subclauses (i) or
(i) above shall rank pari passu as between the DIP Agents.

14. Protection of DIP Lenders’ Rights.

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

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

continue the perfection of valid and unavoidable liens or security interests as of the Petition Date
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and (2) the Prepetition ABL Agent and Prepetition ABL Lenders shall (i) take no action to
foreclose upon or recover in connection with the liens granted thereto pursuant to the Prepetition
Loan Documents, the Interim Order or this Final Order, or otherwise exercise remedies against
any Term Loan Priority Collateral, except to the extent authorized by an order of this Court,
(i1) be deemed to have consented to any release of Term Loan Priority Collateral authorized
under the DIP Documents and (iii) not file any further financing statements, trademark filings,
copyright filings, mortgages, notices of lien or similar instruments, or otherwise take any action
to perfect their security interests in the Term Loan Priority Collateral unless, solely as to this
clause (iii), the Bayside DIP Agent or Bayside DIP Lenders file financing statements or other
documents to perfect the liens granted pursuant to the Interim Order or this Final Order, or as
may be required by applicable state law to continue the perfection of valid and unavoidable liens
or security interests as of the Petition Date.

(c) The automatic stay provisions of Bankruptcy Code section 362 are vacated and
modified to the extent necessary to permit the DIP Agents and the DIP Lenders to exercise
(i) immediately upon the occurrence of an Event of Default (as defined in the ABL DIP Credit
Agreement or the Bayside DIP Credit Agreement), all rights and remedies under the applicable
DIP Documents other than those rights and remedies against the DIP Collateral as provided in
clause (ii) below and (ii) upon the occurrence and during the continuance of an Event of Default
(as defined in the ABL DIP Credit Agreement or the Bayside DIP Credit Agreement) and the
giving of five business days’ prior written notice to the Debtors (with a copy to counsel to the
Creditors’ Committee, the Bondholder DIP Agent (defined below), and to the U.S. Trustee) to
the extent provided for in any DIP Document, all rights and remedies against the DIP Collateral

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

15. Limitation on Charging Expenses Against Collateral. Except to the extent of
the Carve-Out, no costs or expenses of administration of the Chapter 11 Cases or any future
proceeding that may result therefrom, including liquidation in chapter 7 or other proceedings
under the Bankruptcy Code, shall be charged against or recovered from the DIP Collateral, the
Prepetition Priority Collateral or the Cash Collateral pursuant to Bankruptcy Code sections
506(c), 552(b) or 105(a) or any similar principle of law without the prior written consent of the

DIP Agents or the Prepetition Agents, as the case may be, and no such consent shall be implied
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from any other action, inaction, or acquiescence by the DIP Agents, the DIP Lenders, the
Prepetition Agents or the Prepetition Secured Lenders.

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

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

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

the meaning of Bankruptcy Code section 363(a). The Deposited Funds, all cash proceeds of the
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Prepetition Priority Collateral of the Prepetition Secured Parties and all other cash collateral (as

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

hereunder.

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

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

“Adequate Protection Obligations™) (subject to recharacterization and/or disgorgement from the

applicable Prepetition Secured Party solely to the extent that the Bankruptcy Court determines at

33



a later date that the applicable Prepetition Secured Party was not entitled to the adequate
protection completed hereby):

@) Adequate Protection Liens. Subject to the terms of the DIP Intercreditor
Agreement, the Prepetition Agents (for themselves and for the respective benefit of the
applicable Prepetition Secured Lenders) were by the Interim Order and hereby are granted
(effective and perfected upon the date of the Interim Order and without the necessity of the
execution by the Debtors of mortgages, security agreements, pledge agreements, financing
statements or other agreements) a replacement security interest in and lien upon all DIP
Collateral, subject and subordinate only to (i) the DIP Liens and any liens on the DIP Collateral
that are senior to, or pari passu with, the DIP Liens and (ii) the Carve-Out (the “Adequate

Protection Liens”). The Adequate Protection Liens granted hereunder and under the Interim

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

(b) Section 507(b) Claims. Subject to the terms of the DIP Intercreditor Agreement,
the Prepetition Agents (for themselves and for the respective benefit of the applicable Prepetition
Secured Lenders) were by the Interim Order and hereby are granted, subject to the payment of
the Carve-Out, allowed superpriority claims as provided for in Bankruptcy Code section 507(b),

immediately junior to the claims under Bankruptcy Code section 364(c)(1) held by the DIP
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Agents and the DIP Lenders; provided however that none of the Prepetition Secured Parties shall
receive or retain any payments, property or other amounts in respect of the superpriority claims
under Bankruptcy Code section 507(b) granted hereunder or under the Interim Order or under the
Prepetition Loan Documents unless and until the DIP Obligations have indefeasibly been paid in
cash in full or as otherwise agreed by the DIP Lenders or as provided in the DIP Documents.
The superpriority claims granted hereunder and under the Interim Order to the Prepetition
Secured Parties shall rank pari passu as between the Prepetition Agents.

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

(d) Fees and Expenses. The Prepetition Agents and the Prepetition Secured Lenders
shall receive from the Debtors current cash payments of all fees and expenses payable to the
Prepetition Agents or the Prepetition Secured Lenders, as applicable, under the Prepetition Loan
Documents, including, but not limited to, the reasonable fees and disbursements of counsel,
financial and other consultants for the Prepetition Agents or Prepetition Secured Lenders

promptly upon receipt of invoices therefor (subject in all respects to applicable privilege or work
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product doctrines) and without the necessity of filing motions or fee applications, including such
amounts arising before and after the Petition Date; provided, however, that the Prepetition
Agents and the Prepetition Secured Lenders shall submit copies of their respective professional
fee invoices for postpetition fees and expenses to the Debtors, and the Debtors shall send copies
of such invoices to the U.S. Trustee and the Creditors’ Committee within two (2) business days
from receipt thereof, and the U.S. Trustee and the Creditors’ 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 Creditors” Committee so objects to any such invoices, the Debtors shall
remit payment on account of the portion of such invoices to which there has been no objection,
and payment of the allegedly unreasonable portion of such invoices will be subject to review by
the Bankruptcy Court; provided, further, however, if applicable, that such invoices may be
redacted to the extent necessary to delete any information subject to the attorney-client privilege,
any information constituting attorney work product or any other confidential information, and
the provision of such invoices shall not constitute any waiver of the attorney-client privilege or
any benefits of the attorney work product doctrine. Notwithstanding anything in the foregoing to
the contrary, all fees and expenses payable to (i) the Bayside DIP Agent, the Bayside DIP
Lenders, the Prepetition Term Loan Agent or the Prepetition Term Loan Lenders shall be paid
solely from the proceeds of Term Priority Collateral and the Bayside DIP Facility and (ii) the
ABL DIP Agent, the ABL DIP Lenders, the Prepetition ABL Agent or the Prepetition ABL
Lenders shall be paid solely from the proceeds of ABL Priority Collateral and the ABL DIP
Facility. The Bayside DIP Agent and the ABL DIP Agent may charge the applicable loan

accounts to pay for such fees and expenses.
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(e) Monitoring of Collateral. Each of the Prepetition Agents shall be permitted to
retain separate expert consultants and financial advisors at the expense of the Debtors, which
consultants and advisors shall be given reasonable access for purposes of monitoring the
Debtors’ businesses and the value of the DIP Collateral. Notwithstanding anything in the
foregoing to the contrary, all reasonable and documented expenses, as provided for in the
Prepetition Loan Documents, as applicable, relating to (i) any consultants or financial advisors
retained by the Prepetition Term Loan Agent or the Prepetition Term Loan Lenders shall be paid
solely from the proceeds of Term Loan Priority Collateral and the Bayside DIP Facility and
(i) any consultants or financial advisors retained by the Prepetition ABL Agent or the
Prepetition ABL Lenders shall be paid solely from the proceeds of ABL Priority Collateral and
the ABL DIP Facility.

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

19. Reservation of Rights of Prepetition Secured Parties. Under the circumstances
and given that the above-described adequate protection is consistent with the Bankruptcy Code,
including section 506(b) thereof, the Bankruptcy Court finds that the adequate protection
provided herein is reasonable and sufficient to protect the interests of the Prepetition Secured
Parties. However, each Prepetition Agent may request further or different adequate protection,
and the Debtors or any other party may contest any such request; provided that, except as
otherwise provided in the DIP Intercreditor Agreement, any such further or different adequate
protection shall at all times be subordinate and junior to the claims and liens of the DIP Agents
and the DIP Lenders granted under the Interim Order, this Final Order and the DIP Documents.

Except as expressly provided herein, nothing contained in this Final Order (including, without
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limitation, the authorization of the use of any Cash Collateral) shall impair or modify any rights,
claims or defenses available in law or equity to any Prepetition Secured Party, DIP Agent or DIP
Lender, including, without limitation, rights of a party to a swap agreement, securities contract,
commaodity contract, forward contract or repurchase agreement with a Debtor to assert rights of
setoff or other rights with respect thereto as permitted by law (or the right of a Debtor to contest
such assertion).

20. Perfection of DIP Liens and Adequate Protection Liens.

@) Subject to the provisions of paragraph 12(b) above, the Debtors, the DIP Agents,
the DIP Lenders and the Prepetition Secured Parties are hereby authorized, but not required, to
file or record financing statements, trademark filings, copyright filings, mortgages, notices of
lien or similar instruments in any jurisdiction, or take possession of or control over, or take any
other action in order to validate and perfect the liens and security interests granted to them
hereunder or in the Interim Order. Whether or not the DIP Agents on behalf of the DIP Lenders
or the Prepetition Agents on behalf of the Prepetition Secured Lenders shall, in their sole
discretion, choose to file such financing statements, trademark filings, copyright filings,
mortgages, notices of lien or similar instruments, or take possession of or control over, or
otherwise confirm perfection of the liens and security interests granted to them hereunder or
under the Interim Order, 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 the Interim Order. Upon the request of either DIP Agent, each of
the Prepetition Secured Parties, without any further consent of any party, is authorized to take,
execute, deliver and file such instruments (in each case without representation or warranty of any

kind) to enable the DIP Agents to further validate, perfect, preserve and enforce the DIP Liens.
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The Debtors shall execute and deliver to the DIP Agents and the Prepetition Agents all such
agreements, financing statements, instruments and other documents as the DIP Agents and the
Prepetition Agents may reasonably request to more fully evidence, confirm, validate, perfect,
preserve and enforce the DIP Liens and the Adequate Protection Liens. All such documents will
be deemed to have been recorded and filed as of the Petition Date.

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

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

21. Preservation of Rights Granted Under the Interim Order and this Final Order.

@) 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 the Interim Order or this Final Order to

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

(b) Unless all DIP Obligations shall have indefeasibly been Paid in Full (and, with
respect to outstanding letters of credit issued and Bank Product Obligations pursuant to the ABL
DIP Credit Agreement, cash collateralized in accordance with the provisions thereof) and the

Adequate Protection Obligations shall have been indefeasibly paid in cash in full, the Debtors
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shall not use or seek to use any Cash Collateral, unless, in addition to the satisfaction of all
requirements under Bankruptcy Code section 363, the DIP Agents and Co-Collateral Agents (as
defined in the ABL DIP Credit Agreement) have consented to such order, and, with respect to
Adequate Protection Obligations, the Prepetition Agents and Co-Collateral Agents (as defined in
the Prepetition ABL Credit Agreement) have consented to such order.

(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 DIP Agents and the DIP Lenders and,
as applicable, the Prepetition Secured Parties pursuant to the Interim Order or this Final Order
shall continue in full force and effect and shall maintain their priorities as provided in this Final
Order until all DIP Obligations and Adequate Protection Obligations shall have been
indefeasibly paid in cash in full (and that such Superpriority Claims, priming liens and
replacement security interests, shall, notwithstanding such dismissal, remain binding on all
parties in interest) and (ii) to the extent permitted by applicable law, this Court shall retain
jurisdiction, notwithstanding such dismissal, for the purposes of enforcing the claims, liens and
security interests referred to in (i) above.

(d) If any or all of the provisions of this Final Order are hereafter reversed, modified,
vacated or stayed, such reversal, stay, modification or vacation shall not affect (i) the validity,
priority or enforceability of any DIP Obligations or Adequate Protection Obligations incurred
prior to the actual receipt of written notice by the DIP Agents or the Prepetition Agents, as
applicable, of the effective date of such reversal, stay, modification or vacation or (ii) the validity

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

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

DIP Liens, the Superpriority Claims and the Adequate Protection Obligations and all other rights
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and remedies of the DIP Agents, the DIP Lenders and the Prepetition Secured Parties granted by
the provisions of the Interim Order or this Final Order and the DIP Documents shall continue in
full force and effect until the DIP Obligations and the Adequate Protection Obligations are Paid
in Full.

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

DIP Credit Agreements. Notwithstanding the foregoing, any party other than the Debtors may
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investigate claims and issues with respect to the Prepetition Loan Documents (the
“Investigation”) and, subject to Paragraph 23 and any applicable law with respect to standing,
commence and prosecute any related proceedings as a representative of the Debtors’ estates;
provided that in the case of the Creditors’ Committee, not more than $25,000 of DIP Collateral
shall be used for such Investigation of the Prepetition Loan Documents.

23. Effect of Stipulations on Third Parties.

@) Each stipulation, admission and agreement contained in this Final Order,
including, without limitation, in paragraph 4 of this Final 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 the Interim Order. Each stipulation, admission and agreement contained in
this Final Order, including, without limitation, in paragraph 4 of this Final Order, shall also be
binding upon all other parties in interest, including, without limitation, the Creditors’ Committee,
under all circumstances and for all purposes, except solely with respect to a Bayside Lender
Claim (defined below) to the extent that (i) a party in interest has, subject to the limitations
contained herein, including, inter alia, in paragraph 22, timely and properly filed an adversary
proceeding asserting a Bayside 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 Bayside Lender Claim asserted by the
Creditors” Committee, sixty (60) days (or such later date as has been agreed to, in writing, by the
applicable Prepetition Agent in its sole discretion) after the appointment of the Creditors’

Committee, and (ii) there is a final order in favor of the plaintiff sustaining such Lender Claim.
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No Lender Claim may be asserted against Prepetition ABL Agent, ABL DIP Agent, Prepetition
ABL Lenders, ABL DIP Lenders or relating to or arising from the Prepetition ABL Credit
Agreement, Prepetition ABL Documents, ABL DIP Facility, ABL DIP Credit Agreement and
any related DIP Documents, or any Collateral secured any ABL Debt (as defined under the
Intercreditor Agreement). In furtherance of the foregoing, as of the Petition Date, the Prepetition
ABL Agent and Prepetition ABL Lenders hold allowed secured claims in an amount not less
than $43.296 million, not subject to avoidance, recharacterization, recovery, subordination,
attack, offset, counterclaim, defense or "claim" (as defined in the Bankruptcy Code) of any kind
pursuant to the Bankruptcy Code or other applicable law. For purposes of this Paragraph 23(a), a
"Bayside Lender Claim™ means a Lender Claim against, arising from, related to 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), Prepetition Term Loan Lenders, Prepetition Term Loan Agent, Prepetition Term
Loan Documents, Prepetition Term Loan Debt and/or any property of any Debtor's estate
securing such Prepetition Term Loan Debt (including any Term Loan Priority Collateral).
Neither entry of this Order as an order entered at the final hearing on the Motion, nor this Order
becoming a final, non-appealable order, shall modify, impair or prejudice in any respect the right
of any party in interest to commence or cause to be commenced a Bayside Lender Claim in the
manner described above (including any objection, adversary proceeding or other challenge to the
extent, validity and/or priority of the Early Payment Fee and any interest or indemnification
claims related thereto).

(b) The success of any particular Lender Claim shall not alter the binding effect on

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

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

(d) Notwithstanding anything to the contrary herein, upon written notice to the
landlord of any of Debtors’ leased premises that an Event of Default (as defined in the Bayside
DIP Credit Agreement or ABL DIP Credit Agreement) has occurred and is continuing, each DIP
Agent may enter upon such leased premises for the purpose of exercising any right or remedy
with respect to the collateral located thereon and shall be entitled to the Debtors’ rights and

privileges under such lease(s) without interference from such landlord; provided that such DIP
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Agent shall pay to such landlord rent first accruing after the above referenced written notice and
during the period of occupancy by such DIP Agent, calculated on a per diem basis and any such
amount paid shall be deemed to be DIP Obligations, as applicable.

24. Collateral Agent.

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

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

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

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

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

26. Binding Effect; Successors and Assigns. The DIP Documents and the provisions
of this Final Order, including all findings herein, shall be binding upon all parties in interest in
these Chapter 11 Cases, including, without limitation, the DIP Agents, the DIP Lenders, the
Prepetition Secured Parties, the Creditors’ 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 other fiduciary appointed as a legal representative of any of the Debtors or
with respect to the property of the estate of any of the Debtors) and shall inure to the benefit of
the DIP Agents, the DIP Lenders, the Prepetition Secured Parties and the Debtors and their
respective successors and assigns, provided, however, that the DIP Agents, the DIP Lenders, the

Prepetition Agents and the Prepetition Secured Lenders shall have no obligation to permit the use
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of Cash Collateral or 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 DIP Credit Agreements, promissory notes or otherwise) or permit the use of Cash Collateral
or in exercising any rights or remedies as and when permitted pursuant to the Interim Order, this
Final Order or the DIP Documents, the DIP Agent, the DIP Lenders and the Prepetition Secured
Parties shall not (i) be deemed to be in control of the operations of the Debtors, (ii) owe any
fiduciary duty to the Debtors, their respective creditors, shareholders or estates or (iii) 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. 88 9601,
et seq., as amended, or any similar federal or state statute). Except as expressly set forth herein,
this Final Order does not create any rights for the benefit of any third party, creditor, or equity
holder, or any direct, indirect, or incidental beneficiary, other than the Bondholder DIP Agent
and the lenders under the Bondholder DIP Credit Agreement (defined below).

217. 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
Final Order.

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

any officer, director or direct or indirect shareholder (or affiliate thereof) of any Debtor.
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29. Release. Upon the date that each applicable portion of the DIP Financing shall be
Paid in Full and prior to the release of the applicable DIP Liens, Debtors shall execute and
deliver to the applicable DIP Agent and DIP Lenders a general release of any and all claims and
causes of action that could have been asserted or raised under or in connection with the ABL DIP
Facility or Bayside DIP Facility, as applicable.

30. Effectiveness. This Final 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 Final Order shall be immediately effective and enforceable upon its entry and
there shall be no stay of execution or effectiveness of this Final Order.

31. Refinancing of Certain Bayside Prepetition and Postpetition Financing. From
and after the First Amendment Effective Date (as defined in the ABL Amendment No. 1), (a)
each of the lenders under the Bondholder DIP Credit Agreement (as defined in ABL Amendment
No. 1) with U.S Bank National Association, as Administrative Agent and as Collateral Agent
thereunder (the "Bondholder DIP Agent"), shall be deemed a party to and bound by the terms
and provisions of the DIP Intercreditor Agreement, as amended by this Order; (b) the
Bondholder DIP Credit Agreement shall be deemed a Refinance of the Term Loan Debt under
and in accordance with Section 5.3(b) of the DIP Intercreditor Agreement and the obligations
under the Bondholder DIP Credit Agreement shall be deemed to be "Term Loan Debt" and the
Replacement DIP Term Loan Agent shall be deemed to be the “Term Loan Agent,” in each case,
under and in accordance with Section 5.5(b) of the DIP Intercreditor Agreement; (c) references

to the "Bayside DIP Credit Agreement” or any provisions thereof in Paragraph 9 of this Order
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shall refer to the Bayside DIP Credit Agreement and any Refinancing thereof (including the
Bondholder DIP Credit Agreement); (d) reference to the Bayside DIP Liens shall include the
liens granted in favor of the Bondholder DIP Agent, subject to the terms of the Intercreditor
Agreements and this Paragraph; (e) upon the occurrence of a Priority Collateral Event (as
defined below), (i) the ABL Priority Collateral (as referred to herein and the Intercreditor
Agreements) means all DIP Collateral for purposes of securing ABL Debt, until the
commitments under the ABL DIP Credit Agreement have been terminated and the amount of
ABL Debt outstanding as of the applicable date of each Disposition of such DIP Collateral is less
than the ABL Debt outstanding or otherwise secured under the ABL DIP Credit Agreement or
any other DIP Document on April 13, 2013 (the "Priority Collateral Event Amount™) and (ii) the
Term Loan Priority Collateral (as referred to herein and in the Intercreditor Agreements) shall be
deemed modified accordingly to mean none of the Collateral until the commitments under the
ABL DIP Credit Agreement have been terminated and the amount of ABL Debt is less than the
Priority Collateral Event Amount, and thereafter the Term Loan Priority Collateral shall have the
meaning immediately prior to the occurrence of the Priority Collateral Event. For purposes
hereof, "Priority Collateral Event” means the first to occur of the following events: (w)
acceleration of the ABL Debt or the Maturity Date (as defined in the ABL DIP Credit
Agreement), (x) commencement of any auction authorized by the Court for, or entry of an order
of this Court approving, any Disposition of all or any material portion of the DIP Collateral
outside the ordinary course of any Debtor's business (other than a Disposition that results in
Payment in Full of ABL Priority Debt on the effective date of such Disposition, (y) dismissal or
conversion of any of the Chapter 11 Cases and (z) entry of an order of this Court confirming any

plan in any of the Chapter 11 Cases. The foregoing provisions of this Paragraph shall be deemed
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to be permitted amendments to the DIP Intercreditor Agreements and, with respect to any
Prepetition Term Loan Debt, the Prepetition Intercreditor Agreement. Other defined terms in
this Paragraph not otherwise defined in this Order have the meanings set forth in the DIP
Intercreditor Agreement.

32. Conflict. In the event of any conflict between the terms of Paragraph 31 of this
Order and any other order of this Court (including, without limitation, the order authorizing the
Bondholder DIP Credit Agreement (as defined in ABL Amendment No. 1)), Paragraph 31 of this
Order shall govern and control, and the terms of such Paragraph 31 shall not be amended or
modified without the prior written consent of the Bondholder DIP Agent and the ABL DIP
Agent.

33. 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 Final Order.

Dated , 2013
Wilmington, Delaware

The Honorable Kevin J. Carey
United States Bankruptcy Judge
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

X
In re: : Chapter 11
SCHOOL SPECIALTY, INC,, et al.,! : Case No. 13-10125(KJC)
Jointly Administered
Debtors.
X Re: Doc No. 12, 86

FINAL ORDER (I) AUTHORIZING DEBTORS TO (A) OBTAIN P OSTPETITION
FINANCING PURSUANT TO 11 U.S.C. §§ 105, 361, 36263(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 SUPERRIORITY 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 PRE PETITION ABL
CREDIT AGREEMENT AND (II) GRANTING RELATED RELIEF

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

(“School Specialty and, together with certain of its affiliates, tf{8orrowers) and its

affiliated debtors and debtors-in-possession (cbllely, the “Debtor in the above-captioned

cases (the “Chaptetl Case® pursuant to sections 105, 361, 362, 364(c)(B4(8)(3),
364(d)(1), 364(e) and 507 of title 11 of the Unitethtes Code, 11 U.S.C. 8§88 1@t seq.(the

“Bankruptcy Codé€), Rules 2002, 4001 and 9014 of the Federal RuésBankruptcy

Procedure (the “BankruptcRules) and the Local Bankruptcy Rules (the “Lodalules) of

1 The Debtors in these cases, along with the last daits of each Debtor’s federal tax identificati
number and state of incorporation, are: School Bfigcinc. (Wisc.; 1239), Bird-In-Hand Woodworkisic.
(N.J.; 8811), Califone International, Inc. (Del578), Childcraft Education Corp. (N.Y.; 9818),
ClassroomDirect.com, LLC (Del.; 2425), Delta Edimat LLC (Del.; 8764), Frey Scientific, Inc. (DeBj771),
Premier Agendas, Inc. (Wash.; 1380), Sax Arts &ftSrdnc. (Del.; 6436), and Sportime, LLC (Del.;39. The
address of the Debtors’ corporate headquarters631& Design Drive, Greenville, Wisconsin 54942.

2 Capitalized term used but not defined herein dialle the meanings ascribed to such terms in the
Motion.
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the United States Bankruptcy Court for the DistaétDelaware (the “BankruptcZourt),

seeking, among other things:

€)) authorization for each Borrower to obtain postpatitfinancing and to guaranty

the obligations of each other Borrower in connettwith the DIP Financing (as defined

below), and for each of the other Debtors and woertd their non-debtor affiliates (the

“Guarantor) to guaranty the Borrowers’ obligations in contiea with the DIP Financing,
consisting of:

(1) a super-priority credit facility made available the
Borrowers in an aggregate principal amount of up $944,665,931.42
consisting of (A) a credit facility in the amount $50,000,000 in respect of

new money funding (the “BaysidBIP Facility’); and (B) $94,665,931.42 in

respect of the Prepetition Term Loan Debt (as eefibelow) subject to the
terms and conditions hereof, with Bayside Finahte«? (“Bayside’ and, in its

capacity as agent under the Bayside DIP Facilitg, “Bayside DIP Ageri}, for

itself and one or more funds managed and/or advisedayside and its

designees (the “Bayside DIP Lendgrand

(i) a super-priority revolving credit facility made aable to
the Borrowers in an aggregate principal amount pfto $175,000,000a6

amendedand modified by AmendmentNo. 1 to Debtor-in-Possessiofredit

Agreement, as attached hereto as Exhibit B (thel'ABhendment No. 1")the

3 As set forth below, this portion of the relief tegted in the Motion was withdrawn at the Interim
Hearing (as defined below).
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“ABL DIP Facility’ and, together with the Bayside DIP Facility, thBIP

Financing) with Wells Fargo Capital Finance, LLC (*Wellfargd) or an

affiliate acting as administrative agent (in suepacity, the “ABLDIP Agent

and, together with the Bayside DIP Agent, the “DABents) for itself and a

syndicate of financial institutions (collectivelthe “ABL DIP Lender$ and,

together with the Bayside DIP Lenders, the “Ménhders$) in accordance with
that certain Debtor-in-Possession Credit Agreemdated as of January 31,
2013 (as may be amended, supplemented or modifi@ah time to time,

including by ABL AmendmentNo. 1, the “ABL DIP Credit Agreemerit and,

together with the Bayside DIP Credit Agreement dafined below), the “DIP

Credit Agreements and, the DIP Credit Agreements together with slich

instruments or documents executed and deliveredommection therewith or

related thereto, the “DIP Documei)ts

(b) authorization for the Debtors to: (i) use all casbllateral consisting of
proceeds of ABL Priority Collateral (as definedthee DIP Intercreditor Agreement) coming
into the possession or control of the Debtors tuce the Obligations (as defined in the
Credit Agreement dated as of May 22, 2012 (as aewrslipplemented or otherwise modified

from time to time, the “PrepetitioABL Credit Agreemeni) among certain of the Debtors,

Wells Fargo, as administrative agent and co-cobfteagent (in such capacities, the

“Prepetition ABL Agent), and the lenders and other entities party tlee(ebllectively, the

“Prepetition ABL Lenderd)) to the extent not repaid or otherwise satisfieith proceeds of

the ABL DIP Credit Agreement and, to the extenbwHble under Bankruptcy Code section

506(b), pay (A) interest at the default rate sethfon the Prepetition ABL Credit Agreement,
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(B) all fees, costs, expenses and other chargesodaeming due under the Prepetition ABL
Documents or in connection with the Prepetition ABlebt (each as defined below),
regardless of whether such fees, costs, interesb#rer charges are included in the budget set
forth in the Prepetition ABL Documents, and (C) atists and expenses at any time incurred
by the Prepetition ABL Agent and Prepetition ABL nders in connection with (x) the
negotiation, preparation and submission of therimteOrder (as defined below), this Final
Order (as defined below) and any other order orudwmmt related hereto and (y) the
representation of the Prepetition ABL Agent and Ehrepetition ABL Lenders in the Chapter
11 Cases, including in defending against any Letlaim (as defined below) (such amounts

set forth in subclauses (A) through (C), collediyehe “Allowable ABL 506(b) Amounts

and, together with the Obligations (as definedhia Prepetition ABL Credit Agreement), the

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

Agreement and the Loan Documents (as defined inPtiepetition ABL Credit Agreement)

executed in connection therewith (collectively witie Prepetition ABL Credit Agreement, the

“Prepetition ABL Document¥); (ii) upon entry of this Final Order, use theopeeds of the

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

Obligations, collectively, the “ABL Roll Up Obliga&ins’)#;

4 This portion of the relief requested in the Motioss been modified as set forth herein.
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(© the granting of adequate protection to the secpegties under the Prepetition
ABL Credit Agreement and the Credit Agreement datsdof May 22, 2012 (as amended,

restated, supplemented or otherwise modified frome tto time, the “Prepetitioferm Loan

Credit Agreemerit and, together with the Prepetition ABL Credit &gment, the “Prepetition

Credit Agreement§ among School Specialty, the borrowers and guararparty thereto, the

lenders party thereto (collectively, the “Prepetitiferm Loan Lender$ and, together with the

Prepetition ABL Lenders, the “PrepetitiddecuredLenders) and Bayside, as administrative

agent (in such capacity, the “Prepetitibarm Loan Agent’ and, together with the Prepetition

ABL Agent, the “PrepetitiorAgents), and each loan document executed in connectith w

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

Credit Agreement, the “Prepetitioferm Loan Document’ and, together with the Prepetition

ABL Documents, the “Prepetitiohoan Document¥, whose liens and security interests are

being primed by the DIP Financing; and
(d) authorization for the Debtors to use any Cash @Golh (each as defined below)
in which the Prepetition ABL Agent, any PrepetitiéBL Lender, the Prepetition Term Loan

Agent or any Prepetition Term Loan Lender (colleslly, the “PrepetitionSecuredParties)

may have an interest and the granting of adequateqtion to the Prepetition Secured Parties
with respect tojnter alia, such use of their Cash Collateral and all use dimdnution in the
value of their respective interests in collateral.

Due and appropriate notice under the circumstaatéise Motion, the relief requested
therein, the Interim Hearing and the Final Hearfag defined below) having been served by
the Debtors on the official committee of unsecuceeditors appointed in these Chapter 11

Cases (the “Creditors€ommitteé), the DIP Agents, the DIP Lenders, the Prepaiithgents,
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the Prepetition Secured Lenders, the Office of Wmited States Trustee for the District of
Delaware (the “U.STrusteé), those parties requesting notice pursuant tokBgstcy Rule
2002, the forty (40) largest unsecured creditorshef Debtors, the Internal Revenue Service
and the Securities and Exchange Commission in dang# with Bankruptcy Rule 4001(b)

and (c) and the Local Rules;

An interim hearing on the Motion (the “Interitdearing) having been held by this

Court on January 30, 2013, and this Court havingered an interim order (the “Interim
Order’) dated January 31, 2013 [Docket No. 86] which,oam other things, (i) authorized
each Borrower, on an interim basis, to borrow faith from the DIP Lenders under the DIP
Documents up to an aggregate principal or face amowot to exceed (A) $175,000,000
pursuant to the ABL DIP Facility and (B) $25,00000nder the Bayside DIP Facility (in each
case, subject to any limitations on borrowings uniie applicable DIP Documents and in
accordance with the Approved Budget (as definedthe DIP Credit Agreement$),
(i) authorizing each Borrower to guaranty the DI®ligations (as defined below) of each
other Borrower and the Guarantors to guaranty thE Dbligations of each Borrower,
(iif) authorizing the Debtors’ use of Cash Collaler(iv) granting the adequate protection
described herein, and (v) scheduling a final heafthe “FinalHearing) to consider entry of
a final order (the “FinaDrdet) authorizing the balance of the borrowings anteleof credit
issuances under the DIP Documents on a final basiset forth in the Motion and the DIP

Documents, for February 25, 2013 at 11:00 a.m. }(ET)

5 The Approved Budget is attached hereto as ExHAibit
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The Debtors having filed (x) a notice of filing dhe proposed Final Order (the

“Supplemental Notic, dated February _ , 2013 and (y) executed grssbf the DIP Credit

Agreements on February 12, 2013; and due and apat®motice of the Supplemental Notice
and the relief requested therein having been sebyethe Debtors on the following notice
parties: (a) (i) Paul, Weiss, Rifkind, Wharton & ré@son LLP, Attn: Alan W. Kornberg,
Jeffrey D. Saferstein and Elizabeth R. McColm, 128&nue of the Americas, New York,
NY 10019 and (ii)) Young, Conaway, Stargatt & TaylatP, Attn: Pauline K. Morgan and
Joel Waite, Rodney Square, 1000 North King Strdabnington, DE 19801, attorneys for the
Debtors; (b) (i) Akin Gump Strauss Hauer & Feld,A,LAttn: Michael Stamer & Meredith
Lahaie, One Bryant Park, New York, NY 10036 anyl Repper Hamilton LLP, Attn: David
Stratton & David Fournier, Hercules Plaza, Suit®®11313 N. Market Street, Wilmington,
DE 19801, attorneys for the Prepetition Term Loayewt, Prepetition Term Loan Lenders,
Bayside DIP Agent and Bayside DIP Lenders, (c)doldberg Kohn, Attn: Randall Klein &
Jeremy Downs, 55 East Monroe Street, Suite 3300¢ag@b, IL 60603 and (ii) Richards,
Layton and Finger, P.A., Attn: Paul Heath, One Rudisquare, 920 North King Street,
Wilmington, DE 19801, attorneys for the Prepetiti?8L Agent and ABL DIP Agent,
(d) (i) Brown Rudnick LLP, Attn: Robert Stark, Sev&@imes Square, New York, NY 10036
and (i) Venable LLP, Attn: Jamie L. Edmonson (jle@hson@venable.com), 750 Pratt Street,
Suite 900, Baltimore, MD 21202, attorneys for theeditors’ Committee, (e) (i) Strook &
Stroock & Lavan LLP, Attn: Kristopher M. Hanson &omrkathan D. Canfield
(khansen@stroock.com, jcanfield@stroock.com), 1&0deh Lane, New York, NY 10038 and
(i) Duane Morris LLP, Attn: Michael R. LastowskChristopher M. Winter & Jarret P.

Hitchings (MLastowski@duanemorris.com, cmwinter@ukraorris.com,
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JPHitchings@duanemorris.com), 222 Delaware Aveludgte 1600, Wilmington, DE 19801,

attorneys for the ad hoc group holders of conviertdebentures, (f) the U.S. Trustee, Attn:
Richard Shepacarter, Esq. and Juliet A. Sarkes§&iaq,, (g) those parties requesting notice
pursuant to Bankruptcy Rule 2002, and (h) any pody timely filed an objection to the entry

of this Final Order;

Upon the record made by the Debtors and other gzaiti interest at the Interim
Hearing and at the Final Hearing and after duebdedition and consideration and sufficient

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

1. Disposition The Motion is granted on a final basis in aceo® with the
terms of this Final Order. Any objections to thetMn with respect to the entry of this Final
Order that have not been withdrawn, waived or egtthnd all reservations of rights included
therein, are hereby denied and overruled. ThigslFdrder shall become effective immediately
upon entry. The DIP Intercreditor Agreement (aBnéel below) and that certain Intercreditor

Agreement dated as of May 22, 2012 (as amendegblesupnted or modified from time to

time, the “Prepetitionintercreditor Agreemerit and, together with the DIP Intercreditor

Agreement, the “Intercreditohgreementy in all respects are “subordination agreements” f

purposes of Bankruptcy Code section 510(a).
2. Jurisdiction. This Court has core jurisdiction over the Chafte Cases, the
Motion and the parties and property affected herpbgsuant to 28 U.S.C. 88 157(b) and

1334. Venue is proper before this Court pursuan& U.S.C. 88 1408 and 1409. The
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predicates for the relief sought herein are BankyuCode sections 105, 361, 362, 363 and
364, Bankruptcy Rules 2002, 4001 and 9014 and twallRules.

3. Notice Under the circumstances, the notice given by Elebtors of the
Motion, the relief requested therein, the Interinealng, the Interim Order and the Final
Hearing constitutes appropriate, due and sufficietice thereof and complies with
Bankruptcy Rule 4001(b) and (c) and the Local Rubesd no further notice of the relief
sought at the Final Hearing is necessary or reduire

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

(@ As of the date of the commencement of the ChaplerCases (the

“Petition Daté):

(1) the Debtors party to or otherwise obligated undex t
Prepetition Term Loan Documents, without defenseinterclaim or offset of
any kind, were jointly and severally indebted aiadble to the Prepetition Term
Loan Lenders under the Prepetition Term Loan Docusén the aggregate
principal amount of $92,054,001.06 (including tharlig Payment Fee, as
defined in the Prepetition Term Loan Credit Agreathelus $2,606,866.33 in
accrued and unpaid interest, plus expenses (imgudany attorneys’,
accountants’, appraisers’ and financial advisoeesf that are chargeable or
reimbursable under the Prepetition Term Loan Doceus)echarges, Obligations
(as defined in the Prepetition Term Loan Credit eggnent) and all other

obligations incurred in connection therewith asvpted in the Prepetition Term
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Loan Documents (collectively, the “Prepetitidierm Loan Debt and, together

with the ABL Roll Up Obligations, the “PrepetitioDebt’), which Prepetition

Term Loan Debt is secured by (collectively, the efpatition Term Loan

Security Interest$: (X) first priority liens on and security intests in the Term

Loan Priority Collateral (as defined in that cantétercreditor Agreement dated
as of January 31, 2013 by and between the ABL DiferA and the Bayside

DIP Agent (the “DIPIntercreditorAgreemen); and (Y) second priority liens

on and security interests in the ABL Priority Ctdial (as defined in the DIP

Intercreditor Agreement); and

(i) the Debtors party to or otherwise obligated undex t
Prepetition ABL Documents, without defense, cowltéem or offset of any
kind, were jointly and severally indebted and lealib the Prepetition ABL
Lenders in the aggregate principal amount of nes lman $43.496 million in
respect of loans and Letters of Credit (as defimethe Prepetition ABL Credit
Agreement) made by the Prepetition ABL Lenders phues Allowable ABL
506(b) Amounts and all other Obligations (as defime the Prepetition ABL
Credit Agreement), secured by (X) first prioriteris on and security interests in
the ABL Priority Collateral (together with the Tertan Priority Collateral,

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

security interests in the Term Loan Priority Cadlal (collectively, the

“Prepetition ABL Security Interest$ and, together with the Prepetition Term

Loan Security Interests, the “Prepetition Secuntgrest¥); and
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(b) The Prepetition Debt constitutes the legal, vald ®inding obligation of the
respective Debtors named in the Prepetition Loanubwnts, enforceable in accordance with
its terms (other than in respect of the stay ofom@&ment arising from Bankruptcy Code
section 362).

(c) No portion of the Prepetition Debt or any paymemigde to the Prepetition
Agents or the Prepetition Secured Lenders or agppite the obligations owing under the
Prepetition Loan Documents prior to the Petition tedDais subject to avoidance,
recharacterization, recovery, subordination, aftaflset, counterclaim, defense or “claim” (as
defined in the Bankruptcy Code) of any kind purdutm the Bankruptcy Code or other
applicable law.

(d) The Debtors hold no valid or enforceable “claimsis (defined in the
Bankruptcy Code), counterclaims, causes of actoefenses or setoff rights of any kind
against any of the Prepetition Agents or the PrepetSecured Lenders. Each Debtor hereby
forever waives and releases any and all “claims ¢efined in the Bankruptcy Code),
counterclaims, causes of action, defenses or seigiits against each of the Prepetition
Agents, each of the Prepetition Secured Lenderd,thaeir respectivexffiliates,-subsidiaries,
agents, officers,—directorgffiliates, representatives attorneys, employeeir advisors,

consultants,predecessors-in-interesisuccessorsand—assignm their capacities as such

(collectively, the "LenderPartie$), whether arising at law or in equity, includingny

recharacterization, subordination, avoidance oermtfaim arising under or pursuant to section
105 or chapter 5 of the Bankruptcy Code or under aher similar provisions of applicable
state or federal lawprovided, howeverthat nothing herein or in any of the DIP Docunsent

shall operate as a release or waiver of any claamgauses of action held by any party
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(including, without limitation, any of the Debtorgpainst any Debtor, any “affiliate” of any
Debtor (as defined in the Bankruptcy Code) or affycer, director or direct or indirect
shareholder (or affiliate thereof) of any Debtdfach Debtor hereby covenants not to sue any
Lender Party on account of any “claims” (as defimedhe Bankruptcy Code), counterclaims,
causes of action, defenses or setoff rights, whetheing at law or in equity, including any
recharacterization, subordination, avoidance oerottaim arising under or pursuant to section
105 or chapter 5 of the Bankruptcy Code or under @her similar provisions of applicable
state or federal law.

(e) The Prepetition Security Interests granted to tmepétition Agents in the
Prepetition Priority Collateral pursuant to and éonnection with the Prepetition Loan
Documents, including, without limitation, all settyr agreements, pledge agreements,
mortgages, deeds of trust and other security dootsmexecuted by any of the Debtors in
favor of the Prepetition Agents, for such PrepatitAgents’ benefit and for the benefit of the
applicable Prepetition Secured Lenders, (i) aredydlinding, perfected and enforceable liens
and security interests in the real and personapegtg described in the Prepetition Loan
Documents, (ii) are not subject, pursuant to thekBaptcy Code or other applicable law, to
avoidance, recharacterization, recovery, subordinagttack, offset, counterclaim, defense or
“claim” (as defined in the Bankruptcy Code) of dagd, (iii) are subject and subordinate only
to (A) the DIP Liens (as defined below), (B) ther@aOut (as defined below) to which the
DIP Liens are subject and (C) valid, perfected andvoidable liens and security interests
permitted under the applicable Prepetition Loan uboents, but only to the extent that such
liens and security interests are permitted by t{hy@ieable Prepetition Loan Documents to be

senior to orpari passuwith the applicable Prepetition Security Interestsd (iv) constitute
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the legal, valid and binding obligation of the Daist enforceable in accordance with the
terms of the applicable Prepetition Loan Documents.

5. Findings Regarding the DIP Financing

€)) Good cause has been shown for the entry of thial Ednder.

(b) The Debtors need to obtain the DIP Financing anel @ash Collateral to
permit, among other things, the orderly continuatad the operation of their businesses, to
maintain business relationships with vendors, sappland customers, to make payroll, to
make capital expenditures, to repay or otherwisisfgahe ABL Roll Up Obligations and to
satisfy other working capital and operational need$ie access of the Debtors to sufficient
working capital and liquidity through the use of sGaCollateral, incurrence of new
indebtedness for borrowed money and other finaneiedommodations is vital to the
preservation and maintenance of the going concalues of the Debtors and to a successful
reorganization of the Debtors.

(© The Debtors are unable to obtain financing on mianeorable terms from
sources other than the DIP Lenders under the DIuidents and are unable to obtain
adequate unsecured credit allowable under Bankrug@ode section 503(b)(1) as an
administrative expense. The Debtors are also en@bbbtain secured credit allowable under
Bankruptcy Code sections 364(c)(1), 364(c)(2) aBd(8)(3) for the purposes set forth in the
DIP Credit Agreements without the Debtors (i) gnagtto the DIP Agents and the DIP
Lenders, subject to the Carve-Out as provided &vein, the DIP Liens and the Superpriority
Claims (as defined below) under the terms and ¢immdi set forth in this Final Order and in
the DIP Documents and (ii) using Cash Collaterahsesting of ABL Priority Collateral

coming into the possession or control of the Debtand, upon entry of this Final Order,
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proceeds of the ABL DIP Facility to pay or othersvisatisfy any remaining ABL Roll Up
Obligations.

(d) The terms of the DIP Financing and the use of Qashiateral are fair and
reasonable, reflect the Debtors’ exercise of prudeasiness judgment and constitute
reasonably equivalent value and fair consideration.

(e) The DIP Financing has been negotiated in good faiith atarri-sarms'length
among the Debtors, the DIP Agents and the DIP Lesndand all of the Debtors’ obligations
and indebtedness arising under, in respect of @ommection with the DIP Financing and the
DIP Documents, including without limitation, alldos and Letters of Credit (as defined in the
ABL DIP Facility), the Bayside DIP Facility, the &ioof Cash Collateral consisting of ABL
Priority Collateral coming into the possession ontcol of the Debtors and, upon entry of this
Final Order, proceeds of the ABL DIP Facility toypar otherwise satisfy any remaining ABL
Roll Up Obligations, and the balance of the ABL DHacility made to and all guarantees
issued by the Debtors pursuant to the DIP Documemtd any other obligations under the
DIP Documents (including, with respect to the ABLIPDFacility, all Bank Product

Obligations) (all of the foregoing collectively,&lfDIP_Obligation¥), shall be deemed to have

been extended by the DIP Agents and the DIP Lenadedstheir affiliates in good faith, as
that term is used in Bankruptcy Code section 364&md in express reliance upon the
protections offered by Bankruptcy Code section 8B54&nd the DIP Obligations, the DIP
Liens and the Superpriority Claims shall be erditle the full protection of Bankruptcy Code
section 364(e) in the event that this Final Ordearmy provision hereof is vacated, reversed or

modified, on appeal or otherwise.
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() Consummation of the DIP Financing and authorizatwnthe use of Cash
Collateral in accordance with this Final Order dhd DIP Documents is in the best interests
of the Debtors’ estates.

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

(@8 The Debtors were by the Interim Order and hereley aarthorized to execute
and enter into the DIP Documents, including thattace Senior Secured Super Priority
Debtor-in-Possession Credit Agreement, dated a%anbtiary 31, 2013 (as may be amended,

supplemented or modified from time to time, the y8de DIP Credit Agreemen! and the

ABL DIP Credit Agreement, and the DIP Credit Agreeits and other DIP Documents are
hereby approved. The DIP Credit Agreements argl BEmal Order shall govern the financial
and credit accommodations to be provided to thet@slby the DIP Lender@rovidedthat in
the event of a conflict between the DIP Credit Agnents and this Final Order, this Final
Order shall control.

(b) The Borrowers were by the Interim Order and herafgyauthorized to borrow
money pursuant to the DIP Credit Agreements, aerdBibrrowers and the Guarantors were by
the Interim Order and are hereby authorized to aptgrsuch borrowings, in accordance with
the terms of this Final Order and the DIP Creditrements (and subject to the Approved
Budget provided for under the Bayside DIP Creditreégnent and the ABL DIP Credit
Agreement) to, among other things, (x) provide wagkcapital for the Borrowers and the
Guarantors (including, without limitation, foreigffiliates guaranteeing the DIP Obligations)
and (y) pay interest, fees and expenses in accoedanth this Final Order and the DIP
Documents (including, for the avoidance of doubg fees and expenses of the DIP Lenders’

professionals, whether incurred pre- or postpeijtio In addition, subject to the rights of
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parties set forth in paragraph 23 herein, Casha@uhl consisting of ABL Priority Collateral
and proceeds thereof coming into the possessiaomrol of the Debtors and, upon entry of
this Final Order, proceeds of the ABL DIP Facilitpay be used to pay or otherwise satisfy
any remaining ABL Roll Up Obligations. The Debtaase also authorized to incur Bank
Product Obligations pursuant to the terms of theLABP Facility, including overdrafts and
related liabilities arising from treasury, deposit@nd cash management services including
any automated clearing house fund transfers prdvideor for the benefit of the Debtors by
the ABL DIP Agent or any of its affiliategprovided, howeverthat nothing herein shall
require the ABL DIP Agent or any other party to unoverdrafts or to provide any such
services or functions to the Debtors. Notwithstagdthe foregoing, the ABL DIP Agent,
with the consent of the Co-Collateral Agents (aBnéd in the ABL DIP Credit Agreement),
may authorize the Debtors to use Cash Collatenagisbng of ABL Priority Collateral, in lieu
of incurring additional Obligations (as defined ti,e ABL DIP Credit Agreement), to fund
expenses set forth in the Approved Budget, sulgetihe terms and conditions of this Order.
The Debtors shall not (A) use the proceeds of tB: AIP Facility or any proceeds of the
ABL Priority Collateral to (i) repay or prepay awy the Prepetition Term Loan Debt or the
Bayside DIP Facility, (ii) pay any Taxes (as defina the ABL DIP Credit Agreement) upon
or as a result of the Disposition (as defined | EHP Intercreditor Agreement) of Term Loan
Priority Collateral or (iii) affirmatively commencer support, or to pay any professional fees
incurred in connection with, any adversary procegdmotion or other action that seeks to
challenge, contest or otherwise seek to impairbpeat to the validity, extent, enforceability or
priority of the liens, claims or rights in favor dhe DIP Agents, any DIP Lender, the

Prepetition Agents or any Prepetition Lender; o) (Be the proceeds of the Bayside DIP
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Facility or any proceeds of the Term Loan Priofityllateral to (x) repay or prepay any of the
Prepetition ABL Debt or the ABL Roll Up Obligation§y) pay any Taxes (as defined in the
Bayside DIP Credit Agreement) upon or as a resilthe Disposition of the ABL Priority
Collateral or (z) affirmatively commence or suppat to pay any professional fees incurred
in connection with, any adversary proceeding, nmotio other action that seeks to challenge,
contest or otherwise seek to impair or object ® vhlidity, extent, enforceability or priority
of the liens, claims or rights in favor of the DARents, any DIP Lender, the Prepetition
Agents or any Prepetition Lender.

(© In furtherance of the foregoing and without furtlagproval of this Court, each
Debtor was by the Interim Order and hereby is augbd and directed to perform all acts, to
make, execute and deliver all instruments and dectsn(including, without limitation, the
execution or recordation of security agreementsitgages and financing statements), and to
pay all fees, that may be reasonably required cessary for the Debtors’ performance of
their obligations under the DIP Financing, inclugimnvithout limitation:

0] the execution, delivery and performance of the DIP
Documents, including, without limitation, the DIPredit Agreements, any
security and pledge agreements, any mortgages mplaged thereby and the

letter agreements referred to in clause (iii) below

(i) the execution, delivery and performance of one orem
amendments, waivers, consents or other modificatimnand under the DIP
Documents for, among other things, the purposeA)fwith respect to the
Bayside DIP Facility, adding additional financialstitutions as Bayside DIP

Lenders and reallocating the commitments for thgsB DIP Facility among
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1039601578

the Bayside DIP Lenders, in each case in such fasnthe Debtors and the
Bayside DIP Agent may agree; and (B) with respecthe ABL DIP Facility,
adding additional financial institutions as ABL DIenders and reallocating the
commitments for the ABL DIP Facility among the ABMP Lenders, in each
case in such form as the Debtors and the ABL DIRmMgnay agreeprovided
that no further approval of the Bankruptcy Court shhk required for
amendments, waivers, consents or other modificatimnand under the DIP
Documents (or any non-material fees paid in conoedherewith) that do not
shorten the maturity of the extensions of cred#rélander or increase the
commitments, the rate of interest or the lettecreidit fees payable thereunder;
provided, howeverthat the Debtors shall provide notice of amaterial
modification or amendment to the DIP Credit Agreataeto counsel to the
Creditors’ Committee, counsel to each of the PrigpetAgents and the U.S.
Trustee, each of whom shall have five (5) days fribie date of such notice
within which to object in writing tosuekany material modification or
amendment. If the Creditors’ Committee, the U.8uslee or the Prepetition
Agents timely objects to any such material modif@a or amendment to the
DIP Credit Agreements, such modification or amenaimshall only be

permitted pursuant to an order of this Court;

(i) the non-refundable payment: (A) solely from proceed
the Bayside DIP Facility or Term Loan Priority Gubral, to the Bayside DIP
Agent or Bayside DIP Lenders, as the case may fbnedfees referred to in the

Bayside DIP Credit Agreement (and in the sepaetterl agreement(s) between
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them in connection with the Bayside DIP Facilithut excluding the
Commitment Termination Fee (as defined in the BysiDIP Credit
Agreement, to the extent referenced therein), dred reasonable costs and
expenses as may be due from time to time, inclydivithout limitation, {x}
fees and expenses of the professionals retaingmroasded for in connection
with the Bayside DIP Credit Agreement (includingr the avoidance of doubt,

all such fees and expenses incurred prior to thitidPe Date)and{yy)-thefees

Lenders-or-one-or-more-affiliates-in-securing-Exidneing and (B) solely from

proceeds of the ABL DIP Facility or ABL Priority @Qateral, to the ABL DIP
Agent or ABL DIP Lenders, as the case may be, effées referred to in the

ABL DIP Credit Agreementgs amendedoy ABL AmendmentNo. 1) (and in

the separate letter agreement(s) between themnimection with the ABL DIP
Facility), and the reasonable costs and expensasagsbe due from time to
time, including, without limitation{x)}-fees and expenses of the professionals

retained as provided for in connection with the ABLP Credit Agreemengné

(iv) the conversion of the Prepetition ABL Debt and othe

satisfaction in full of the ABL Roll Up Obligationgnd

(v) the performance of all other acts required underfinor

connection with the DIP Documents.

19



(d) The DIP Credit Agreements and the other DIP Documsehall constitute valid,
binding and non-avoidable obligations of the Debtenforceable against each Debtor party
thereto in accordance with their respective termd the terms of this Final Order for all
purposes during the Chapter 11 Cases, any subdfquenverted case of any Debtor under
chapter 7 of the Bankruptcy Code or after the disali of any Case. No obligation, payment,
transfer or grant of security under the DIP Creilireements, the other DIP Documents or
this Final Order shall be stayed, restrained, Jd&laavoidable or recoverable under the
Bankruptcy Code or under any applicable law (inigdwvithout limitation, under Bankruptcy
Code sections 502(d), 548 or 549 or under any egigke state Uniform Fraudulent Transfer
Act, Uniform Fraudulent Conveyance Act or similéatate or common law), or subject to any
defense, reduction, setoff, recoupment or courdgenglprovided howevey that in the event of
a final order sustaining a timely challenge undaragraph 23 hereof that the repayment or
deemed satisfaction of the ABL Roll Up Obligatiopsrsuant to the ABL DIP Facility
resulted in the repayment or satisfaction of unssticlaims against the Debtors, then the
repayment or other satisfaction shall be reversked, ABL Roll Up Obligations shall be
reinstated, and the accompanying obligations utiterABL DIP Facility shall be reduced or
otherwise rescinded, on a dollar-for-dollar basisclgding the reduction of revolving
commitments thereunder).

7. Payment of the Prepetition ABL Debt The Debtors are hereby authorized,
upon entry of this Final DIP Order, to use the pemts of the ABL DIP Facility to fully repay
or deem issued or incurred under the ABL DIP Facikny remaining ABL Roll Up
Obligations. All such application of proceeds bé& tABL DIP Facility shall be final subject

only to the right of parties in interest to seeledermination in accordance with paragraph 23
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hereof that such applications to the ABL Roll Upli@dtions resulted in a payment of an
unsecured prepetition claim of Prepetition ABL Lersl

8. Superpriority Claims Pursuant to Bankruptcy Code section 364(c)(ll)pfa
the DIP Obligations shall constitute allowed serd@dministrative expense claims against each

of the Debtors (the “Superpriorit€laims) with priority over any and all administrative

expenses, adequate protection claims, diminutiammal (including all Adequate Protection
Obligations (as defined below)) and all other ckiemgainst the Debtors, now existing or
hereafter arising, of any kind whatsoever, inclgginvithout limitation, all administrative
expenses of the kind specified in Bankruptcy Coeletisns 503(b) or 507(b), and over any
and all administrative expenses or other claimsiragi under Bankruptcy Code sections 105,
326, 328, 330, 331, 503(b), 506(c), 507(a), 50794y, 726, 1113 or 1114, whether or not
such expenses or claims may become secured bygm@nd lien or other non-consensual lien,
levy or attachment, which allowed claims shall faurposes of Bankruptcy Code section
1129(a)(9)(A) be considered administrative experakesved under Bankruptcy Code section
503(b), and which shall be payable from and hawuese to all pre- and postpetition
property of the Debtors and all proceeds therewluding, without limitation, all Avoidance
Actions (as defined below), subject only to the rpapt of the Carve-Out to the extent
specifically provided for herein. The Superpripr€laims granted hereunder and under the
Interim Order to the Bayside DIP Lenders shallpaei passuwith the Superpriority Claims
granted hereunder and under the Interim OrderaoAfBL DIP Lenders.

9. Carve-Out The “Carve-Outmeans an amount sufficient to satisfy (a) allsfee
and expenses required to be paid to the Clerk @fGburt and to the Office of the U.S.

Trustee pursuant to 28 U.S.C. 88 156(c) and 19@)(agnd (b) (i) unpaid allowed fees,
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expenses, and disbursements of the professiomatedddebtors and the Creditors’ Committee
(collectively, the “Professiondlsincurred and accruing after the occurrence andng the
continuance of an Event of Default (as such termeigned in the ABL DIP Credit Agreement
or the Bayside DIP Credit Agreement) and delivefrya avritten notification by the ABL DIP

Agent to the Bayside DIP Agentad the Prepetition Term Agenénd the BondholderDIP

Agent (defined below) or by the Bayside DIP Agent to the Prepetition ABgent and the

ABL DIP Agent, of the occurrence of such Event c#f@ult (as such term is defined in the
ABL DIP Credit Agreement or Bayside DIP Credit Agmneent) for purposes of this paragraph

9 (the “Carve©ut Notice”), in an aggregate amount not in excess of $500a0@0(ii) unpaid

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

Approved Budgets set forth in the DIP Credit Agreets and Carve-Out Report (as defined

below) (clauses (i) and (ii), collectively, the tPessionals Carve-Out); provided that(x) the
dollar limitation in this clause (b) on fees angemrses shall neither be reduced nor increased
by the amount of any compensation or reimburseroémixpenses incurred, awarded or paid
prior to the delivery of a Carve-Out Notice in respof which the Carve-Out is invoked or by
any fees, expenses, indemnities or other amoumdistpaany Prepetition Agent or Prepetition
Secured Lender and (y) nothing herein shall betooed to impair the ability of any party to
object to the fees, expenses, reimbursement or eesapion described in clauses (i) and (ii)
above. Except as otherwise provided herein, amgrize DIP Collateral (as defined below),

the Professionals’ Carve-Out, if and to the exiembked pursuant to this Final Order, shall

22
103960157 v8



be allocated one-half against and funded from tB& Rriority Collateral and one-half against
and funded from the Term Loan Priority Collateradllotwithstanding anything herein to the
contrary, no (i) amounts payable in connection Wit $5.2 million wind-down budget as set
forth in the Approved Budget, other than on accafriProfessional services rendered prior to
the delivery of a Carve-Out Notice, or (ii) “sucsefee” or similar fee, whether or not set
forth in the Approved Budget, may be paid with meds of any loan or other advance under
the ABL DIP Credit Agreement or the ABL Priority (Cateral®

10. Reservation of Rights Regarding Professionals’ Feedothing herein shall be
construed as consent by the DIP Agents to the ahoe of any fees or expenses of the
Professionals or shall affect the right of each Ngent to object to the allowance and
payment of such fees, costs or expenses, or thé oigthe DIP Agents to the return of any
portion of the Carve-Out that is funded under d@spective DIP Documents with respect to
fees and expenses for a Professional that are \agpn an interim basis but are later denied
on a final basis.

11. The Carve-Out Report, Budget Periods and VariancesTs.

(@8 The Debtors and their Chief Restructuring Officas lefined in the ABL DIP

Credit Agreement) shall provide to the DIP Ageatsl the Creditors'Committeea written

report (the “Carve-OuReport) every two weeks disclosing their then-currentneste of (1)
the aggregate amount of unpaid professional feests @and expenses accrued or incurred by

the Professionals through the date of the CarveRagort and (2) projected fees, costs and

6 [The Employee Costs as set forth in the wind-ddardget shall be subject to the Bayside DIP
Lenders’ consent.]
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expenses of the Professionals for the 30-day pdotidwing the date of such Carve-Out
Report, taking into account projected interim pagtaeduring such period.

(b) Section 6.15 (c) and (d) of the ABL DIP Credit Agneent and Section 6.31(c)
and (d) of the Bayside DIP Credit Agreement willt mestrict (a) any amounts otherwise
chargeable under the DIP Credit Agreements for, feests and other charges incurred by the
DIP Agent and DIP Lenders thereunder and (b) asgutsements to professionals to be paid

in a particular Approved Budget period (the "OrigirBudget Period) but not paid during

such period due to the delay in the approval ohspfessional fees by the Bankruptcy
Court. Such approved but unpaid amounts may be ipaa subsequent Approved Budget

period (the “Subsequent Budget Pefjoeh which such Bankruptcy Court approval is reesl

to the extent such payments are otherwise permijtgduant to paragraph 9(b)(ii) of this
Final Order, the ABL DIP Credit Agreement and they8ide DIP Credit Agreement, in which
case the applicable line item in the Approved Budg®ll be deemed to be increased to
reflect the disbursement of such amounts in sudis&yuent Budget Periodrovided thatfor
purposes of the Variance Test (as defined in tHe Otdedit Agreements), unless the Original
Budget Period and the Subsequent Budget Periodnatike same budget test period, such
amounts shall be deemed to have been paid in datie driginal Budget Period and the
Subsequent Budget Period (for the avoidance of tgdhke Debtors must be in compliance
with the Variance Test for each of the Original Bad Period and the Subsequent Budget
Period as if such payments were made in each sercbdp.

(c) Notwithstanding anything in the ABL DIP Credit Agraent or the Bayside
DIP Credit Agreement to the contrary, disbursemenith respect to the Lender Group

Expenses (as defined in the ABL DIP Credit Agreethenthe Agent Expenses (as defined in
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the Bayside DIP Credit Agreement) included in thee litem “Restructuring/Other Profess.
Fees” in the Approved Budget paid in excess of dh@unts reflected in such Approved
Budget shall not constitute a Default or Event oéfddlt under either such agreement;
provided howeverthat such excess amounts shall be disregardegufposes of determining

compliance with the Variance Test.

12. DIP Liens. As security for the DIP Obligations, effectivedaperfected upon
the date of the Interim Order and without the neitg®f the execution, recordation of filings
by the Debtors of mortgages, security agreememsiral agreements, pledge agreements,
financing statements or other similar documentsther possession or control by any DIP
Agent or DIP Lender of or over any DIP Collaterhle following security interests and liens
were by the Interim Order and hereby are grantethbyDebtors to the DIP Agents for their
own benefit and the respective benefit of the applie DIP Lenders (all property identified in
clauses (a), (b) and (c) below being collectivedferred to as the “DIollateral), subject,
only in the event of the occurrence and during ¢batinuance of an Event of Default (as
defined in the ABL DIP Credit Agreement or the BdgsDIP Credit Agreement), to the
payment of the Carve-Out (all such liens and seciumterests granted to the DIP Agents, for
their own benefit and the respective benefit of dpplicable DIP Lenders, pursuant to the
Interim Order, this Final Order and the DIP Docuisethe “DIP Lien¥):

(@) First Lien on Unencumbered PropertySubject to the terms of the Intercreditor
Agreements, pursuant to Bankruptcy Code sectionc3@), a valid, binding, continuing,
enforceable, fully perfected first priority senisecurity interest in and lien upon all pre- and
postpetition property of the Debtors or their estatwhether existing on the Petition Date or

thereafter acquired, that, on or as of the Petildate is not subject to valid, perfected and
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non-avoidable liens (collectively, “Unencumber&doperty), including, without limitation,

any such unencumbered cash of the Debtors (whettentained with a DIP Agent or

otherwise) and any investment of such cash, invgntaccounts receivable, other rights to
payment whether arising before or after the PetitiDate, contracts, properties, plants,
equipment, general intangibles, documents, instnispenterests in leaseholds, real properties,
patents, copyrights, trademarks, trade names, atitetlectual property, commercial tort

claims, equity interests, and the proceeds ofhalforegoing. Unencumbered Property shall
also include the Debtors’ claims and causes obaainder Bankruptcy Code sections 502(d),
544, 545, 547, 548, 549, 550, and 553 and any athe@dance actions under the Bankruptcy
Code and the proceeds thereof and property recéinerdby whether by judgment, settlement

or otherwise (collectively, “Avoidance Actiof)s

(b) Liens Priming Prepetition Secured Parties’ LienExcept as otherwise set forth
in paragraph 13 herein, pursuant to Bankruptcy Ceeletion 364(d)(1), a valid, binding,
continuing, enforceable, fully perfected first pitp senior priming security interest in and lien
upon all pre- and postpetition property of the Debt(including, without limitation, Cash
Collateral, inventory, accounts receivable, othghts to payment whether arising before or
after the Petition Date, contracts, propertiespislaequipment, general intangibles, documents,
instruments, interests in leaseholds, real pragrtpatents, copyrights, trademarks, trade
names, other intellectual property, equity integsestnd the proceeds of all the foregoing),
whether now existing or hereafter acquired, thatsubject to any existing lien presently
securing the Prepetition Debt (including in respeicissued but undrawn letters of credit).
The liens on (i) the ABL Priority Collateral seauyi the ABL Priority Debt (as defined in the

DIP Intercreditor Agreement) shall be senior inraipects to the interests in such property of
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the Prepetition Secured Parties arising from carogrfuture liens of the Prepetition Secured
Parties (including, without limitation, adequateotection liens granted hereunder and under
the Interim Order) and (ii) the Term Loan Prior@pllateral securing the Term Loan Priority
Debt (as defined in the DIP Intercreditor Agreemestiall be senior in all respects to the
interests in such property of the Prepetition Seg¢Wrarties arising from current or future liens
of the Prepetition Secured Parties (including, with limitation, adequate protection liens
granted hereunder and under the Interim Order)e Jdcurity interests and liens on the DIP
Collateral securing the Bayside DIP Facility and #BL DIP Facility shall be junior to any
valid, perfected, enforceable and unavoidable #gcunterests and liens of parties other than
the Prepetition Secured Parties, if any, on sudpeity existing immediately prior to the
Petition Date, or to any valid, perfected and umdaole interests in such property arising out
of liens to which the liens of the Prepetition SecuParties may become subject subsequent
to the Petition Date as permitted by Bankruptcy €edction 546(b).

(c) Liens Junior to Certain Other LiensExcept as otherwise set forth in paragraph
13 herein, pursuant to Bankruptcy Code section §@3), a valid, binding, continuing,
enforceable, fully perfected security interest md dien upon all pre- and postpetition property
of the Debtors (other than the property descrilvedlauses (a) or (b) of this paragraph 12, as
to which the liens and security interests in faebrthe DIP Agents will be as described in
such clauses), whether now existing or hereaftquieed, that is subject to valid, perfected
and unavoidable liens in existence immediately rpt® the Petition Date or to valid and
unavoidable liens in existence immediately prior th@ Petition Date that are perfected
subsequent to the Petition Date as permitted bykmBgaicy Code section 546(b), which

security interests and liens in favor of the DIPeAts are junior to such valid, perfected and
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unavoidable liensprovided that the Bayside DIP Liens and Wells DIP Liens shalldubject

to any asserted tax liens solely to the extent thath tax liens (1) had priority under
applicable law over the prepetition liens grantedhe Prepetition Secured Parties, (2) were
not subordinated by agreement or applicable lawl, (&) were non-avoidable, valid, properly
perfected and enforceable as of the Petition Dateyided, further thathe Bayside DIP Liens
and Wells DIP Liens shall not be deemed to haverityi over any valid, enforceable, non-
avoidable right of setoff in favor of American A@lay Co., Inc., Acco Brands USA LLC,
Mead Products LLC and 3M Company arising under Baptky Code section 553 solely to
the extent that (1) such right of setoff constisuge"lien" within the meaning of such term as
used in Bankruptcy Code section 364(c)(3) and (B prepetition liens granted to the
Prepetition Secured Parties were otherwise sulbpestich right of setoff in accordance with
applicable law. Subject to any further order ofnBaiptcy Court and notwithstanding
anything to the contrary contained herein, for psgs of this Final Order, no liens or other
rights or interests granted or permitted under Eigal Order shall impair, be senior to, or in
any way prime the liens and right of setoff (praddthat such lien and right of setoff
otherwise qualifies as a lien not being primed bgson of the last sentence of paragraph
12(b) of this Final Order) of Comerica Bank undeattcertain Pledge and Security Agreement
(re: deposit account) dated May 2012 by School @figcInc. in favor of Comerica Bank
pledging the funds in Business Money Market Accollat. 1852879814 in the name of

School Specialty, Inc., maintained at Comerica Bdtlle “ComericaAccount) and all

identifiable proceeds of the Comerica Account, Wwhiotal $1,458,537.10 as of the Petition
Date, plus postpetition interest accruing on then€aca Account, which funds shall continue

to secure the reimbursement obligations of Schpeicilty, Inc. to Comerica Bank under the
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Letter of Credit Applications and Reimbursement é&ments, or otherwise, for any draws
under Comerica Bank letter of credit no. 5183 ie #mount of $700,000, issued for the
benefit of DEI CSEP or Comerica Bank letter of dresh. 5184 in the amount of $755,000,
issued for the benefit of Travelers Insurance Camipa

(d) Liens Senior to Certain Other Liens The DIP Liens and the Adequate
Protection Liens (as defined below) shall not béjext or subordinate to (i) any lien or
security interest that is avoided and preservedHterbenefit of the Debtors and their estates
under Bankruptcy Code section 551, (ii) any liensiag after the Petition Date including,
without limitation, any liens or security interesgganted in favor of any federal, state,
municipal or other governmental unit, commissiooatal or court for any liability of the
Debtors to the extent permitted by applicable nankibuptcy law or (iii) any intercompany or
affiliate liens of the Debtors.

13.  Priority of DIP Liens. Notwithstanding anything to the contrary herdaj, the

DIP Liens granted hereunder and under the InterimieOto the Bayside DIP Lenders (the

“Bayside DIP Liens’) shall be immediately junior in priority and selj to the DIP Liens
granted to the ABL DIP Lenders and to the prepmetifiens granted to the Prepetition ABL

Agent in respect of the ABL Priority Collateral afig) the DIP Liens granted hereunder and

under the Interim Order to the ABL DIP Lenders (thé/ells DIP Liens) shall be
immediately junior in priority and subject to theyide DIP Liens and to the prepetition liens
granted to the Prepetition Term Loan Agent in resmd the Term Loan Priority Collateral;
provided that subject to entry of a final order in favor of &iptiff sustaining a Lender Claim
brought pursuant to paragraph 23 of this Final ©r¢i¢ if any Prepetition ABL Lender is

required to turn over, disgorge or otherwise payh® Debtors’ estates any amount paid in
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respect of the Prepetition ABL Debt, then the Ptigpa ABL Lenders shall be entitled to a
reinstatement of Prepetition ABL Debt with respéct all such amounts and (ii) if any
Prepetition Term Loan Lender is required to turrerpwdisgorge or otherwise pay to the
Debtors’ estates any amount paid in respect of Rhepetition Term Loan Debt, then the
Prepetition Term Loan Lenders shall be entitledhteeinstatement of Prepetition Term Loan
Debt with respect to all such amounts. The ABLofty Collateral shall include the proceeds
of the Avoidance Actions described in subclausealipve, and the Wells DIP Liens granted
hereunder and under the Interim Order in respesuoh Avoidance Actions shall be senior to
the Bayside DIP Liens granted hereunder and ureinterim Order; the Term Loan Priority
Collateral shall include the proceeds of the Avama Actions described in subclause (ii)
above, and the Bayside DIP Liens granted hereuaigrunder the Interim Order in respect of
such Avoidance Actions shall be senior to the WBIIB Liens granted hereunder and under
the Interim Order; and the DIP Liens granted hedeunn respect of the proceeds of all
Avoidance Actions not covered by subclauses (i)(iQr above shall rankpari passuas
between the DIP Agents.

14.  Protection of DIP Lenders’ Rights

(@)  All DIP Collateral shall be free and clear of aéils, claims and encumbrances,
except for those liens, claims and encumbranceressly permitted under the DIP Documents
or this Final Order.

(b) Subject to the terms of the DIP Intercreditor Agneat, so long as there are
any borrowings or letters of credit or other amsuribther than contingent indemnity
obligations as to which no claim has been assevtezh all other amounts have been paid and

no letters of credit are outstanding) outstandinden the DIP Documents, (1) the Prepetition
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Term Loan Agent and Prepetition Term Loan Lendérall§(i) take no action to foreclose
upon or recover in connection with the liens grdrigereto pursuant to the Prepetition Loan
Documents, the Interim Order or this Final Ordarptherwise exercise remedies against any
ABL Priority Collateral, except to the extent autzed by an order of this Court, (ii) be
deemed to have consented to any release of ABLityriQollateral authorized under the DIP
Documents and (iii) not file any further financirggatements, trademark filings, copyright
filings, mortgages, notices of lien or similar mshents, or otherwise take any action to
perfect their security interests in the ABL PrigriCollateral unless, solely as to this clause
(i), the ABL DIP Agent or ABL DIP Lenders file fiancing statements or other documents to
perfect the liens granted pursuant to the Interinde® or this Final Order, or as may be
required by applicable state law to continue thdego#ion of valid and unavoidable liens or
security interests as of the Petition Date andtl(2) Prepetition ABL Agent and Prepetition
ABL Lenders shall (i) take no action to forecloggon or recover in connection with the liens
granted thereto pursuant to the Prepetition Loaoubeents, the Interim Order or this Final
Order, or otherwise exercise remedies against @ngn Loan Priority Collateral, except to the
extent authorized by an order of this Court, (&) deemed to have consented to any release of
Term Loan Priority Collateral authorized under th# Documents and (iii) not file any
further financing statements, trademark filingspyrgght filings, mortgages, notices of lien or
similar instruments, or otherwise take any actiompérfect their security interests in the Term
Loan Priority Collateral unless, solely as to tbiguse (iii), the Bayside DIP Agent or Bayside
DIP Lenders file financing statements or other doents to perfect the liens granted pursuant

to the Interim Order or this Final Order, or as nisy required by applicable state law to
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continue the perfection of valid and unavoidabéndi or security interests as of the Petition
Date.

(© The automatic stay provisions of Bankruptcy Codgtise 362 are vacated and
modified to the extent necessary to permit the Bients and the DIP Lenders to exercise
(i) immediately upon the occurrence of an EvenDefault (as defined in the ABL DIP Credit
Agreement or the Bayside DIP Credit Agreement)yights and remedies under the applicable
DIP Documents other than those rights and remejamst the DIP Collateral as provided in
clause (ii) below and (ii) upon the occurrence ahing the continuance of an Event of
Default (as defined in the ABL DIP Credit Agreementthe Bayside DIP Credit Agreement)
and the giving of five business days’ prior writteotice to the Debtors (with a copy to

counsel to the Creditors’ Committene BondholderDIP Agent (defined below), and to the

U.S. Trustee) to the extent provided for in any DI&cument, all rights and remedies against
the DIP Collateral provided for in any DIP Documéimcluding, without limitation, the right
to set off against accounts maintained by the Debtoth any DIP Agent or DIP Lender or
any affiliate thereof). In any hearing regardingy @xercise of rights or remedies, the only
issue that may be raised by any party in opposif@neto shall be whether, in fact, an Event
of Default (as defined in the ABL DIP Credit Agreemt or the Bayside DIP Credit
Agreement) has occurred and is continuing, and Debtors and the Prepetition Secured
Parties hereby each waive their right to seek freligcluding, without limitation, under
Bankruptcy Code section 105, to the extent suabfrelould in any way impair or restrict the
rights and remedies of either DIP Agent or the Dénders set forth in this Final Order or the
DIP Documents. In no event shall the DIP Agerts, DIP Lenders, the Prepetition Agents or

the Prepetition Secured Lenders be subject to tjutadble doctrine of “marshaling” or any
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similar doctrine with respect to the DIP Collaterdlhe delay or failure to exercise rights and
remedies under the applicable DIP Documents orRimal Order by any of the DIP Agents or
DIP Lenders shall not constitute a waiver of sudP Bgent’'s or such DIP Lender’s rights

hereunder, thereunder or otherwise, unless anywaaker is pursuant to a written instrument
executed in accordance with the terms of the apiplecDIP Documents.

15. Limitation on Charging Expenses Against CollateralExcept to the extent of
the Carve-Out, no costs or expenses of administradf the Chapter 11 Cases or any future
proceeding that may result therefrom, includingiilii@tion in chapter 7 or other proceedings
under the Bankruptcy Code, shall be charged agamstcovered from the DIP Collateral, the
Prepetition Priority Collateral or the Cash Colfatepursuant to Bankruptcy Code sections
506(c), 552(b) or 105(a) or any similar principlelaw without the prior written consent of
the DIP Agents or the Prepetition Agents, as thee gaay be, and no such consent shall be
implied from any other action, inaction, or acquesce by the DIP Agents, the DIP Lenders,
the Prepetition Agents or the Prepetition Securedders.

16. Cash Collateral Pending repayment in full of any outstanding ARbIl Up
Obligations, upon entry of this Final Order, allsGaCollateral consisting of ABL Priority
Collateral shall be remitted to the Prepetition ABgent to be applied to repay outstanding
ABL Roll Up Obligations. With the exception of afiynds in a blocked account pursuant to
the Prepetition ABL Documents, to the extent anydiiof the Debtors were on deposit with
any Prepetition Secured Party as of the Petitiote Dacluding, without limitation, all funds
deposited in, or credited to, an account of anyt@®elvith any Prepetition Secured Party
immediately prior to the filing of the Debtors’ gitar 11 petitions (regardless of whether, as

of the time of filing, such funds had been collecte made available for withdrawal by any
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such Debtor), such funds (the “Depositednds$) are subject to rights of setoff, except as

otherwise set forth in the DIP Intercreditor Agresm By virtue of such setoff rights, the
Deposited Funds are subject to a lien in favoruzhsPrepetition Secured Party, giving rise to
a secured claim pursuant to Bankruptcy Code sextk®6(a) and 553. The Prepetition
Secured Parties are obligated, to the extent pedvid the Prepetition Loan Documents and
subject to the terms of the DIP Intercreditor Agneat, as the case may be, to share the
benefit of such liens and setoff rights with théestPrepetition Secured Parties that are party
to or are otherwise beneficiaries of such documerRsirsuant to Bankruptcy Code section
552, any proceeds of the Prepetition Priority Getla of the Prepetition Secured Parties
(including, without limitation, the Deposited Funds any other funds on deposit at the
Prepetition Secured Parties or at any other ingiituas of the Petition Date) are Cash
Collateral of the applicable Prepetition Securedti®a within the meaning of Bankruptcy
Code section 363(a). The Deposited Funds, all gaskeeds of the Prepetition Priority

Collateral of the Prepetition Secured Parties alhather cash collateral (as defined in the

Bankruptcy Code) of the Prepetition Secured Padmsstitutes “Cash Collatefdhereunder.

17. Use of Cash Collateral Except on the terms and conditions of this FDeder
and the Intercreditor Agreements, the Debtors db@lénjoined and prohibited from using the
Cash Collateral absent further order of this Courhe Debtors’ right to use Cash Collateral,
and the Prepetition Secured Parties’ consent to afs€ash Collateral, shall terminate
automatically on the Maturity Date (as defined e tABL DIP Credit Agreement or the
Bayside DIP Credit Agreement, as applicable).

18. Adequate Protection Subject to the terms of the Intercreditor Agreats, the

Prepetition Secured Parties are entitled, purstmaBankruptcy Code sections 361, 363(e) and
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364(d)(1), to adequate protection of their inteyest their respective Prepetition Priority
Collateral, including the Cash Collateral, for aglal in amount to the aggregate diminution
in the value of the Prepetition Secured Partiegrast in the Prepetition Priority Collateral,
including, without limitation, any such diminuticesulting from the sale, lease or use by the
Debtors (or other decline in value) of Cash Coftiteand any other Prepetition Priority
Collateral, the priming of the Prepetition Secukarties’ security interests and liens in the
Prepetition Priority Collateral by the DIP Agentsdathe DIP Lenders pursuant to the DIP
Documents, the Interim Order and this Final Or@er the imposition of the automatic stay
pursuant to Bankruptcy Code section 362. As adeqpeotection, the Prepetition Secured
Parties were by the Interim Order and hereby asmtgd the following (collectively, the

“Adequate Protection Obligatiof)s(subject to recharacterization and/or disgorgetrieom the

applicable Prepetition Secured Party solely toekient that the Bankruptcy Court determines
at a later date that the applicable Prepetitionuf&et Party was not entitled to the adequate
protection completed hereby):

(@) Adequate Protection Liens Subject to the terms of the DIP Intercreditor
Agreement, the Prepetition Agents (for themselved &r the respective benefit of the
applicable Prepetition Secured Lenders) were byltiberim Order and hereby are granted
(effective and perfected upon the date of the imteDrder and without the necessity of the
execution by the Debtors of mortgages, securityea@gents, pledge agreements, financing
statements or other agreements) a replacementitgetuerest in and lien upon all DIP
Collateral, subject and subordinate only to (i) th# Liens and any liens on the DIP
Collateral that are senior to, gari passuwith, the DIP Liens and (ii) the Carve-Out (the

“Adequate ProtectionLiens’). The Adequate Protection Liens granted hereurshel under
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the Interim Order to the Prepetition Secured Parsleall rank as follows: (i) the Adequate
Protection Liens granted hereunder to the PrepetiiBL Agent shall be immediately junior
in priority and subject to the Adequate Protectioens granted hereunder to the Prepetition
Term Loan Agent in respect of the Term Loan Pnyoi@ollateral and (ii) the Adequate
Protection Liens granted hereunder to the Prepetifierm Loan Agent shall be immediately
junior in priority and subject to the Adequate aiton Liens granted to the Prepetition ABL
Agent in respect of the ABL Priority Collateral.

(b) Section 507(b) Claims Subject to the terms of the DIP Intercreditor
Agreement, the Prepetition Agents (for themselved &r the respective benefit of the
applicable Prepetition Secured Lenders) were byltiberim Order and hereby are granted,
subject to the payment of the Carve-Out, allowegdespriority claims as provided for in
Bankruptcy Code section 507(b), immediately juniorthe claims under Bankruptcy Code
section 364(c)(1) held by the DIP Agents and thE Déndersprovided howevethat none of
the Prepetition Secured Parties shall receive tairr@any payments, property or other amounts
in respect of the superpriority claims under Bapkey Code section 507(b) granted hereunder
or under the Interim Order or under the Prepetitioan Documents unless and until the DIP
Obligations have indefeasibly been paid in casHulh or as otherwise agreed by the DIP
Lenders or as provided in the DIP Documents. Tiygepriority claims granted hereunder
and under the Interim Order to the Prepetition SstuParties shall rankari passuas
between the Prepetition Agents.

(© Payment of Interest Subject to the limitations regarding the usepuiceeds
and DIP Collateral as set forth in the ABL DIP dtelgreement and the Bayside DIP Credit

Agreement and otherwise subject to the terms ofiritexcreditor Agreements, the Prepetition
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Agents, for the benefit of the Prepetition Secukeshders, shall receive: (i) the immediate
cash payment of all accrued and unpaid prepetitimrest, if any, at the rates provided for in
the applicable Prepetition Loan Documents and d#flero accrued and unpaid fees and
disbursements, if any, owing to the Prepetitionubed Lenders or Prepetition Agents, as
applicable, under the applicable Prepetition Loascudnents incurred prior to the Petition
Date and (ii) the current cash payment of all ederaccruing after the Petition Date at the
rates provided for in the applicable Prepetitiormbhdocuments.

(d) Fees and Expenses The Prepetition Agents and the Prepetition Smtur
Lenders shall receive from the Debtors current gasments of all fees and expenses payable
to the Prepetition Agents or the Prepetition Seatutenders, as applicable, under the
Prepetition Loan Documents, including, but not tedi to, the reasonable fees and
disbursements of counsel, financial and other dtersts for the Prepetition Agents or
Prepetition Secured Lenders promptly upon recdiphwmices therefor (subject in all respects
to applicable privilege or work product doctrines)d without the necessity of filing motions
or fee applications, including such amounts arisbefore and after the Petition Date;
provided however that the Prepetition Agents and the Prepetiti@tuged Lenders shall
submit copies of their respective professional ife®ices for postpetition fees and expenses
to the Debtors, and the Debtors shall send cogissiah invoices to the U.S. Trustee and the
Creditors’ Committee within two (2) business dagent receipt thereof, and the U.S. Trustee
and the Creditors’ Committee shall have ten (1@sdeom receipt thereof to object in writing
to the reasonableness of such invoices; to thenextat the U.S. Trustee or the Creditors’
Committee so objects to any such invoices, the @skghall remit payment on account of the

portion of such invoices to which there has beerobgction, and payment of the allegedly
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unreasonable portion of such invoices will be scibj® review by the Bankruptcy Court;
provided further, however,if applicable, that such invoices may be redadtedhe extent
necessary to delete any information subject toatterney-client privilege, any information
constituting attorney work product or any other faential information, and the provision of
such invoices shall not constitute any waiver & #ttorney-client privilege or any benefits of
the attorney work product doctrine. Notwithstargdamything in the foregoing to the contrary,
all fees and expenses payable to (i) the Bayside Bgent, the Bayside DIP Lenders, the
Prepetition Term Loan Agent or the Prepetition Téroan Lenders shall be paid solely from
the proceeds of Term Priority Collateral and the/d8de DIP Facility and (ii) the ABL DIP
Agent, the ABL DIP Lenders, the Prepetition ABL Ageor the Prepetition ABL Lenders
shall be paid solely from the proceeds of ABL RAtjoCollateral and the ABL DIP Facility.
The Bayside DIP Agent and the ABL DIP Agent mayrgeathe applicable loan accounts to
pay for such fees and expenses.

(e) Monitoring of Collateral. Each of the Prepetition Agents shall be permhitte
retain separate expert consultants and financibkab at the expense of the Debtors, which
consultants and advisors shall be given reasonabdess for purposes of monitoring the
Debtors’ businesses and the value of the DIP CGuwHht Notwithstanding anything in the
foregoing to the contrary, all reasonable and danted expenses, as provided for in the
Prepetition Loan Documents, as applicable, relattng) any consultants or financial advisors
retained by the Prepetition Term Loan Agent or Bmepetition Term Loan Lenders shall be
paid solely from the proceeds of Term Loan Prioftyllateral and the Bayside DIP Facility

and (ii) any consultants or financial advisors iredd by the Prepetition ABL Agent or the
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Prepetition ABL Lenders shall be paid solely frame fproceeds of ABL Priority Collateral and
the ABL DIP Facility.

)] Financial Reporting The Debtors shall provide the Prepetition Agetd the
Creditors’ Committee with financial and other rejpay as described in the DIP Documents.

19. Reservation of Rights of Prepetition Secured PastieUnder the circumstances
and given that the above-described adequate piare consistent with the Bankruptcy
Code, including section 506(b) thereof, the BanteypCourt finds that the adequate
protection provided herein is reasonable and sefficto protect the interests of the
Prepetition Secured Parties. However, each PteEpethgent may request further or different
adequate protection, and the Debtors or any otlaety pmay contest any such request;
provided that, except as otherwise provided in the DIP rangglitor Agreement, any such
further or different adequate protection shall httimes be subordinate and junior to the
claims and liens of the DIP Agents and the DIP lezadyranted under the Interim Order, this
Final Order and the DIP Documents. Except as aspyeprovided herein, nothing contained
in this Final Order (including, without limitatiorthe authorization of the use of any Cash
Collateral) shall impair or modify any rights, ¢fa or defenses available in law or equity to
any Prepetition Secured Party, DIP Agent or DIPdeznincluding, without limitation, rights
of a party to a swap agreement, securities contcachmodity contract, forward contract or
repurchase agreement with a Debtor to assert rightsetoff or other rights with respect
thereto as permitted by law (or the right of a elib contest such assertion).

20. Perfection of DIP Liens and Adequate Protection e

(@) Subject to the provisions of paragraph 12(b) abdhe, Debtors, the DIP

Agents, the DIP Lenders and the Prepetition Sec@adies are hereby authorized, but not
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required, to file or record financing statementadémark filings, copyright filings, mortgages,
notices of lien or similar instruments in any jdicdion, or take possession of or control over,
or take any other action in order to validate ardqzt the liens and security interests granted
to them hereunder or in the Interim Order. Wheitrenot the DIP Agents on behalf of the
DIP Lenders or the Prepetition Agents on behalthef Prepetition Secured Lenders shall, in
their sole discretion, choose to file such finagcstatements, trademark filings, copyright
filings, mortgages, notices of lien or similar mshents, or take possession of or control over,
or otherwise confirm perfection of the liens andwséy interests granted to them hereunder or
under the Interim Order, such liens and securitgrasts shall be deemed valid, perfected,
allowed, enforceable, non-avoidable and not sulieathallenge, dispute or subordination, at
the time and on the date of entry of the Interind€r Upon the request of either DIP Agent,
each of the Prepetition Secured Parties, withoytfarther consent of any party, is authorized
to take, execute, deliver and file such instrumdimseach case without representation or
warranty of any kind) to enable the DIP Agents twtHer validate, perfect, preserve and
enforce the DIP Liens. The Debtors shall execute deliver to the DIP Agents and the
Prepetition Agents all such agreements, financtatements, instruments and other documents
as the DIP Agents and the Prepetition Agents magamably request to more fully evidence,
confirm, validate, perfect, preserve and enforae EHP Liens and the Adequate Protection
Liens. All such documents will be deemed to hagerbrecorded and filed as of the Petition
Date.
(b) A certified copy of this Final Order may, in thescietion of the DIP Agents,

be filed with or recorded in filing or recordingfiees in addition to or in lieu of such
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financing statements, mortgages, notices of liersionlar instruments, and all filing offices
are hereby authorized to accept such certified @dphis Final Order for filing and recording.

(© After notice to any affected landlord or other pgt any provision of any lease
or other license, contract or other agreementrixgires (i) the consent or approval of one or
more landlords or other parties or (ii) the paymemntany fees or obligations to any
governmental entity, in order for any Debtor todgle, grant, sell, assign or otherwise transfer
any such leasehold interest, or the proceeds theoeoother postpetition collateral related
thereto, is hereby deemed to be inconsistent vaghapplicable provisions of the Bankruptcy
Code. Any such provision shall have no force affdce with respect to the transactions
granting postpetition liens, in such leaseholdregdeor the proceeds of any assignment and/or
sale thereof by any Debtor, in favor of the DIP ders in accordance with the terms of the
DIP Documents or this Final Order.

21. Preservation of Rights Granted Under the Interim @er and this Final
Order.

(@) Subject to the terms of the DIP Intercreditor Agneat, no claim or lien
having a priority superior to gpari passuwith those granted by the Interim Order or this
Final Order to the DIP Agents, the DIP Lenders log Prepetition Secured Parties shall be
granted or allowed until the occurrence of (i) th@yment in full in cash or immediately
available funds of all of the DIP Obligations, Reapon Debt and Adequate Protection
Obligations, (ii) the termination or expiration all commitments to extend credit to Debtors,
(i) with respect to the ABL Roll Up Obligationsnd ABL DIP Facility, the termination of, or
providing Cash Collateral in respect of all outsliag letters of credit and Bank Product

Obligations that comprise a portion of the ABL ROIp Obligations or ABL DIP Facility, as
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set forth in the Prepetition ABL Credit Agreement ABL DIP Credit Agreement,
respectively, and (iv) the cash collateralizatiorrespect of any asserted or threatened claims,
demands, actions, suits, proceedings, investigatidiabilities, fines, costs, penalties, or
damages for which any Prepetition Secured Lenawsr, AP Lender, Prepetition Agent or DIP
Agent may be entitled to indemnification by any Bebpursuant to the indemnification
provisions in the Prepetition Loan Documents andaridocuments (as defined in the
applicable DIP Credit Agreement), as applicablea{i@n Full"). While any portion of the
DIP Financing (or any refinancing thereof), the DIBligations or the Adequate Protection
Obligations remain outstanding and the commitmémeseunder have not been terminated, the
DIP Liens and the Adequate Protection Liens shallbe (x) subject or junior to any lien or
security interest that is avoided and preservedttier benefit of the Debtors’ estates under
Bankruptcy Code section 551 or (y) subordinatedrtonadepari passuwith any other lien or

security interest, whether under Bankruptcy Codgiae 364(d) or otherwiseexceptas may

be provided in the DIP Intercreditor Agreement

(b) Unless all DIP Obligations shall have indefeasibgen Paid in Full (and, with
respect to outstanding letters of credit issued Badk Product Obligations pursuant to the
ABL DIP Credit Agreement, cash collateralized irt@clance with the provisions thereof) and
the Adequate Protection Obligations shall have beeefeasibly paid in cash in full, the
Debtors shall not use or seek to use any Casht€alaunless, in addition to the satisfaction
of all requirements under Bankruptcy Code sectié,3he DIP Agents and Co-Collateral
Agents (as defined in the ABL DIP Credit Agreemehéve consented to such order, and,
with respect to Adequate Protection Obligationg ®repetition Agents and Co-Collateral

Agents (as defined in the Prepetition ABL Creditrégment) have consented to such order.
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(© If an order dismissing any of the Chapter 11 Caseder Bankruptcy Code
section 1112 or otherwise is at any time enteradh ©rder shall provide (in accordance with
Bankruptcy Code sections 105 and 349) that (i) $uperpriority Claims, priming liens,
security interests and replacement security intergeanted to the DIP Agents and the DIP
Lenders and, as applicable, the Prepetition SecBeetles pursuant to the Interim Order or
this Final Order shall continue in full force anffeet and shall maintain their priorities as
provided in this Final Order until all DIP Obligatis and Adequate Protection Obligations
shall have been indefeasibly paid in cash in falid that such Superpriority Claims, priming
liens and replacement security interests, shatlyititstanding such dismissal, remain binding
on all parties in interest) and (ii) to the ext@armitted by applicable law, this Court shall
retain jurisdiction, notwithstanding such dismisdakr the purposes of enforcing the claims,
liens and security interests referred to in (i)\abo

(d) If any or all of the provisions of this Final Ordare hereafter reversed,
modified, vacated or stayed, such reversal, staydification or vacation shall not affect (i)
the validity, priority or enforceability of any DIFObligations or Adequate Protection
Obligations incurred prior to the actual receiptvaifitten notice by the DIP Agents or the
Prepetition Agents, as applicable, of the effectiade of such reversal, stay, modification or
vacation or (ii) the validity or enforceability ainy lien or priority authorized or created
hereby, under the Interim Order, or pursuant to@ife Documents with respect to any DIP
Obligations, or the Adequate Protection Obligatiomddotwithstanding any such reversal, stay,
modification or vacation, any use of Cash ColldiebdP Obligations or Adequate Protection
Obligations incurred by the Debtors to the DIP Agerthe DIP Lenders or the Prepetition

Secured Parties prior to the actual receipt of temitnotice by the DIP Agents or the
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Prepetition Agents, as applicable, of the effectiade of such reversal, stay, modification or
vacation shall be governed in all respects by thgiral provisions of this Final Order, and
the DIP Agents, the DIP Lenders and the Prepeteaured Parties shall be entitled to all the
rights, remedies, privileges and benefits granteBankruptcy Code section 364(e), this Final
Order and pursuant to the DIP Documents with reasjoeall uses of Cash Collateral, the DIP
Obligations and the Adequate Protection Obligations
(e) Except as expressly provided in this Final Ordemothe DIP Documents, the

DIP Liens, the Superpriority Claims, the Adequatetéction Obligations and all other rights
and remedies of the DIP Agents, the DIP LendersthadPrepetition Secured Parties granted
by the provisions of the Interim Order, this Fiider and the DIP Documents shall survive,
and shall not be modified, impaired or discharggdipthe entry of an order converting any
of the Chapter 11 Cases to a case under chapthsmijssing any of the Chapter 11 Cases,
terminating the joint administration of these Cleatl Cases or by any other act or omission
or (i) the entry of an order confirming a plan kdorganization in any of the Chapter 11
Cases and, pursuant to Bankruptcy Code section(dX4), the Debtors have waived any
discharge as to any remaining DIP Obligations. @mms and provisions of this Final Order
and the DIP Documents shall continue in these @napt Cases, in any successor cases if
these Chapter 11 Cases cease to be jointly adem@istor in any superseding chapter 7 cases
under the Bankruptcy Code, and the DIP Liens, tapefriority Claims and the Adequate
Protection Obligations and all other rights and edias of the DIP Agents, the DIP Lenders
and the Prepetition Secured Parties granted byprbsasions of the Interim Order or this Final
Order and the DIP Documents shall continue in flnite and effect until the DIP Obligations

and the Adequate Protection Obligations are Paiduih
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22. Limitation on Use of DIP Financing Proceeds and Qateral
Notwithstanding anything herein or in any other esrdy this Court to the contrary, no
borrowings, proceeds of letters of credit, Cashla@edal, Prepetition Priority Collateral, DIP
Collateral, portion of the proceeds of the DIP Ritiag or part of the Carve-Out may be used
for any of the following (each, a “Lend&laim”) without the prior written consent of the
Prepetition Agents: (a) to object, contest or ragsy defense to, the validity, perfection,
priority, extent or enforceability of any amount edwnder the DIP Documents or the
Prepetition Loan Documents, or the liens or clagremted under the Interim Order, this Final
Order, the DIP Documents or the Prepetition Loarcudeents, (b) to investigate or assert any
claims, defenses or causes of action that may exidér law, equity or otherwise against the
DIP Agents, the DIP Lenders, the Prepetition Ageotsthe Prepetition Secured Lenders, or
their respective agents, affiliates, representatiettorneys or advisors, (c) to prevent, hinder
or otherwise delay the DIP Agents’ assertion, erdorent or realization on the Cash
Collateral or the DIP Collateral in accordance wiitle DIP Documents, the Interim Order or
this Final Order, (d) to seek to modify any of tights granted to the DIP Agents or the DIP
Lenders hereunder, under the Interim Order or urbder DIP Documents, in each of the
foregoing cases without such applicable partiesorpwritten consent, or (e) to pay any
amount on account of any claims arising prior te Betition Date unless such payments are
(i) approved by an order of this Court and (ii)aocordance with the DIP Credit Agreements.
Notwithstanding the foregoing, any party other tliaa Debtors may investigate claims and
issues with respect to the Prepetition Loan Docuséte “Investigatiot) and, subject to

Paragraph23 and any applicable law with respect to standing, comeeeand prosecute any

related proceedings as a representative of theoPeldstatesprovided thatin the case of the

45
103960157 v8



Creditors’ Committee, not more than $25,000 of DIBllateral shall be used for such
Investigation of the Prepetition Loan Documents.

23.  Effect of Stipulations on Third Parties

€)) Each stipulation, admission and agreement contaimedhis Final Order,
including, without limitation, in paragraph 4 ofishFinal Order, shall be binding upon the
Debtors and any successor thereto (including, withionitation, any chapter 7 or chapter 11
trustee appointed or elected for any of the Debptowsder all circumstances and for all
purposes, and the Debtors are deemed to have cablyowaived and relinquished all Lender
Claims as of the date of entry of the Interim OrdeEach stipulation, admission and
agreement contained in this Final Order, includwghout limitation, in paragraph 4 of this
Final Order, shall also be binding upon all otherties in interest, including, without
limitation, the Creditors’ Committee, under all aimstances and for all purposes, except

solely with respectto a BaysideLenderClaim (definedbelow)to the extent that (i) a party in

interest has, subject to the limitations contaihedkin, includingjnter alia, in paragraph 22,
timely and properly filed an adversary proceedirsgesting aBayside Lender Claim with
respect to any of the stipulations or admissionsf@#h in paragraph 4 by no later than the
earlier of the date that is (X) seventy-five (738 after the Petition Date or (Y) with respect
to anyBaysidelLender Claim asserted by the Creditors’ Commitsdety (60) days (or such
later date as has been agreed to, in writing, eydpplicable Prepetition Agent in its sole

discretion) after the appointment of the Credit@®mmittee, and (ii) there is a final order in

favor of the plaintiff sustaining such Lender Claiflo Lender Claim may be asserted against

Prepetition ABL Agent, ABL DIP Agent, Prepetition ABL Lenders,ABL DIP Lendersor

relating to or arising from the Prepetition ABL Credit Agreement, Prepetition ABL
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Documents ABL DIP Facility, ABL DIP Credit Agreementand any relatedDIP Documents,

or any Collateral securedany ABL Debt (as defined underthe Intercreditor Agreement). In

furtherance of the foregoing, as of the Petition Date, the Prepetition ABL Agent and

Prepetition ABL Lendershold allowed securedclaims in an amountnot less than $43.296

million, not subjectto avoidance,recharacterizationtecovery, subordination,attack, offset,

counterclaimdefenseor "claim" (as definedin the BankruptcyCode)of any kind pursuantto

the Bankruptcy Code or other applicablelaw. For purposesof this Paragraph23(a), a

"Bayside Lender Claim" meansa Lender Claim against, arising from, related to or in

connectionwith the PrepetitionTerm Loan Credit Agreement(including the Early Payment

Fee and any interestwith respecttheretoor indemnificationclaims (including attorneysfees)

in _connectiontherewith), Prepetition Term Loan Lenders, Prepetition Term Loan Agent,

Prepetition Term Loan Documents,PrepetitionTerm Loan Debt and/or any property of any

Debtor'sestatesecuringsuch PrepetitionTerm Loan Debt (including any Term Loan Priority

Collateral). Neither entry of this Order as anasrdntered at the final hearing on the Motion,

nor this Order becoming a final, non-appealableegrdhall modify, impair or prejudice in any

respectthe right of any party in interestto commenceor causeto be commencedh Bayside

Lender Claim in the manner described above (inoludiny objection, adversary proceeding or

other challenge to the extent, validity and/or ptyoof the Early Payment Fee and any interest

or indemnification claims related thereto).

(b) The success of any particular Lender Claim shallatter the binding effect on
each party in interest of any stipulation or admissnot subject to such Lender Claim.
Except to the extent (but only to the extent) aetymand properly filed adversary proceeding

asserting a Lender Claim as provided for in claf@eabove is successful, (i) the Prepetition
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Debt shall constitute allowed claims, not subjextatoidance, recharacterization, recovery,
subordination, attack, offset, counterclaims, de¢eor “claim” (as defined in the Bankruptcy

Code) of any kind pursuant to the Bankruptcy Codetber applicable law, for all purposes

in the Chapter 11 Cases and any subsequent chapteses, (ii) the Prepetition Security

Interests shall be deemed to have been, as ofdtigoR Date, legal, valid, binding perfected

and enforceable liens and security interests ndijesti to avoidance, recharacterization,

recovery, subordination, attack, offset, countent$a defense or “claim” (as defined in the

Bankruptcy Code) of any kind, and (iii) the Prepeti Debt and the Prepetition Security

Interests shall not be subject to any other ohtrrichallenge by any party in interest seeking
to exercise the rights of the Debtors’ estates|uding, without limitation, any successor

thereto (including, without limitation, any chapféror chapter 11 trustee appointed or elected
for any of the Debtors).

(© Nothing in this Final Order vests or confers on g@ayson (as defined in the
Bankruptcy Code), including the Creditors’ Comnettestanding or authority to pursue any
cause of action belonging to the Debtors or thsiates, including, without limitation, Lender
Claims with respect to the Prepetition Loan Docutsien the Prepetition Debt.

(d) Notwithstanding anything to the contrary hereinompwritten notice to the
landlord of any of Debtors’ leased premises thatEament of Default (as defined in the
Bayside DIP Credit Agreement or ABL DIP Credit Agmeent) has occurred and is
continuing, each DIP Agent may enter upon suchelgsemises for the purpose of exercising
any right or remedy with respect to the collatéoglated thereon and shall be entitled to the
Debtors’ rights and privileges under such lease(ghout interference from such landlord;

provided that such DIP Agent shall pay to such landlordt st accruing after the above

48
103960157-v8



referenced written notice and during the periodbofupancy by such DIP Agent, calculated
on a per diem basis and any such amount paid bealeemed to be DIP Obligations, as
applicable.

24.  Collateral Agent

(@) Subject to the terms of the Intercreditor Agreersemd the extent that the
Prepetition Term Loan Agent is (a) the securedypander any account control agreements in
connection with the Prepetition Term Loan Documei(ty listed as loss payee under the
Debtors’ insurance policies in connection with tReepetition Term Loan Documents, or
(c) the secured party under any Prepetition TermnLBocument, so shall the Bayside DIP
Agent (x) be deemed to be the secured party ungen account control agreements, loss
payee under the Debtors’ insurance policies andsétered party under each such Prepetition
Term Loan Document, (y) have all rights and powattendant to that position (including,
without limitation, rights of enforcement) and @9t in that capacity and distribute any
proceeds recovered or received first, for the bheonéthe Bayside DIP Lenders in accordance
with the Bayside DIP Credit Agreement and the Difercreditor Agreement, and second,
subsequent to indefeasible payment in full of alP BDDbligations, for the benefit of the
Prepetition Term Loan Lenders.

(b)  To the extent that the Prepetition ABL Agent is ff@@ secured party under any
account control agreements in connection with thepé&tition ABL Documents, (b) listed as
loss payee under the Debtors’ insurance policiesannection with the Prepetition ABL
Documents, or (c) the secured party under any RBtigpeABL Document, so shall the ABL
DIP Agent (x) be deemed to be the secured partgmusdch account control agreements, loss

payee under the Debtors’ insurance policies andsdtered party under each such Prepetition
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ABL Document, (y) have all rights and powers ateamdto that position (including, without
limitation, rights of enforcement) and (z) act inat capacity and distribute any proceeds
recovered or received first, for the benefit of hBL DIP Lenders in accordance with the
ABL DIP Credit Agreement and the DIP Intercreditsgreement, and second, subsequent to
indefeasible payment in full of all DIP Obligatign®r the benefit of the Prepetition ABL
Lenders, to the extent of any outstanding PrepeatiiBL Debt.

(© Each Prepetition Agent shall serve as agent foxte Agents for purposes of
perfecting their respective security interestsnd dens on all DIP Collateral that is of a type
such that perfection of a security interest theraay be accomplished only by possession or
control by a secured party.

25.  Order Governs In the event of any inconsistency between thwripions of
this Final Order and the DIP Documents, the prowisiof this Final Order shall govern.

26. Binding Effect; Successors and Assigns The DIP Documents and the
provisions of this Final Order, including all fimdjs herein, shall be binding upon all parties
in interest in these Chapter 11 Cases, includintowt limitation, the DIP Agents, the DIP
Lenders, the Prepetition Secured Parties, the rsdiCommittee and the Debtors and their
respective successors and assigns (including aagteh7 or chapter 11 trustee hereinafter
appointed or elected for the estate of any of tledtbrs, an examiner appointed pursuant to
Bankruptcy Code section 1104 or any other fiduciappointed as a legal representative of
any of the Debtors or with respect to the propeftythe estate of any of the Debtors) and
shall inure to the benefit of the DIP Agents, thi enders, the Prepetition Secured Parties
and the Debtors and their respective successorassignsprovided, howeverthat the DIP

Agents, the DIP Lenders, the Prepetition Agents #ired Prepetition Secured Lenders shall
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have no obligation to permit the use of Cash Ceddtor to extend any financing to any
chapter 7 trustee or similar responsible persoroiapgd for the estates of the Debtors. In
determining to make any loan (whether under the Oi€dit Agreements, promissory notes or
otherwise) or permit the use of Cash Collaterainoexercising any rights or remedies as and
when permitted pursuant to the Interim Order, tigal Order or the DIP Documents, the DIP
Agent, the DIP Lenders and the Prepetition Sectadies shall not (i) be deemed to be in
control of the operations of the Debtors, (i) oaey fiduciary duty to the Debtors, their

respective creditors, shareholders or estatesiipb¢i deemed to be acting as a “responsible
person” or “owner or operator’” with respect to thgeration or management of the Debtors
(as such terms, or any similar terms, are used hm Wnited States Comprehensive
Environmental Response, Compensation and LiabHity, 29 U.S.C. 88 9601et seq, as

amended, or any similar federal or state statutexceptas expresslyset forth herein, this

Final Order doesnot createany rights for the benefit of any third party, creditor, or equity

holder, or any direct, indirect, or incidental beneficiary,otherthanthe BondholderDIP Agent

and the lenders under the Bondholder DIP CredieAgrent (defined below).

27. No Impact on Certain Contracts or TransactionsNo rights of any entity in
connection with a contract or transaction of thedkiisted in Bankruptcy Code sections 555,
556, 559, 560 or 561, whatever they might or mightt be, are affected by the provisions of
this Final Order.

28. Exclusions Nothing herein or in any of the DIP Documentalsbperate as a
release or waiver of, or a limit on expendituregpursuit of, any claims or causes of action
held or assertable by any party (including, withtmitation, any of the Debtors or any other

party in interest) against any Debtor, any “affdia of any Debtor (as defined in the
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Bankruptcy Code) or any officer, director or directindirect shareholder (or affiliate thereof)
of any Debtor.

29. Release Upon the date that each applicable portion ef@P Financing shall
be Paid in Full and prior to the release of theliagple DIP Liens, Debtors shall execute and
deliver to the applicable DIP Agent and DIP Lendargeneral release of any and all claims
and causes of action that could have been assertemised under or in connection with the
ABL DIP Facility or Bayside DIP Facility, as appdicle.

30. Effectiveness This Final Order shall constitute findings o€tfand conclusions
of law and shall take effect and be fully enfordeabunc pro tuncto the Petition Date
immediately upon entry hereof. Notwithstanding Baptcy Rules 4001(a)(3), 6004(h),
6006(d), 7062 or 9024, any other Bankruptcy Rul®ole 62(a) of the Federal Rules of Civil
Procedure, this Final Order shall be immediatefgative and enforceable upon its entry and
there shall be no stay of execution or effectiverafsthis Final Order.

31. Refinancing of Certain Bayside Prepetition and Ppstition Financing. From

and after the First AmendmentEffective Date (as definedin the ABL AmendmentNo. 1), (a)

each of the lenders under the Bondholder DIP Credit Agreement (as defined in ABL

AmendmentNo. 1) with U.S Bank National Association,as Administrative Agent and as

Collateral Agent thereunder(the "BondholderDIP Agent"), shall be deemeda party to and

bound by the terms and provisionsof the DIP Intercreditor Agreement,as amendedby this

Order; (b) the BondholderDIP Credit Agreementshall be deemeda Refinanceof the Term

Loan Debt underand in accordancenith Section5.3(b) of the DIP Intercreditor Agreement

and the obligationsunderthe BondholderDIP Credit Agreementshall be deemedo be "Term

Loan Debt" and the ReplacemenDIP Term Loan Agent shall be deemedto be the “Term
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Loan Agent,” in each case, under and in accordancewith Section 5.5(b) of the DIP

Intercreditor Agreement; (c) referencesto the "Bayside DIP Credit Agreement" or any

provisions thereof in Paragraph9 of this Order shall refer to the Bayside DIP Credit

Agreement and any Refinancing thereof (including Bondholder DIP Credit Agreement); (d)

referenceto the BaysideDIP Liens shall includethe liens grantedin favor of the Bondholder

DIP Agent, subjectto the termsof the IntercreditorAgreementsand this Paragraph(e) upon

the occurrenceof a Priority Collateral Event (as defined below), (i) the ABL Priority

Collateral (as referred to herein and the Inteitoed\greements) means all DIP Collateral for

purposes of securing ABL Debt, until the commitnseanhder the ABL DIP Credit Agreement

have beenterminatedand the amountof ABL Debt outstandingas of the applicabledate of

eachDisposition of suchDIP Collateralis lessthanthe ABL Debt outstandingor otherwise

securedunderthe ABL DIP Credit Agreementor any other DIP Documenton April 13,2013

(the "Priority Collateral Event Amount™) and (i@ Term Loan Priority Collateral (as referred

to hereinandin the IntercreditorAgreementsshall be deemedmodified accordinglyto mean

none of the Collateral until the commitments unitier ABL DIP Credit Agreement have been

terminated and the amount of ABL Debt is less ttenPriority Collateral Event Amount, and

thereafterthe Term Loan Priority Collateral shall have the meaningimmediatelyprior to the

occurrenceof the Priority Collateral Event. For purposeshereof,"Priority Collateral Event"

meansthe first to occur of the following events:(w) accelerationof the ABL Debt or the

Maturity Date (as defined in the ABL DIP Credit Agreement),(x) commencemenbf any

auction authorizedby the Court for, or entry of an order of this Court approving, any

Dispositionof all or any material portion of the DIP Collateral outsidethe ordinary courseof

any Debtor's business (other than a Dispositioh rggults in Payment in Full of ABL Priority
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Debt on the effective date of such Disposition, (y) dismissalor conversionof any of the

Chapter11 Casesand (z) entry of an order of this Court confirming any plan in any of the

Chapter 11 Cases. The foregoing provisions of this Paragraphshall be deemedto be

permitted amendmentsto the DIP Intercreditor Agreements and, with respectto any

PrepetitionTerm Loan Debt, the PrepetitionintercreditorAgreement. Other definedtermsin

this Paragraphnot otherwisedefined in this Order have the meaningsset forth in the DIP

Intercreditor Agreement.

32. Conflict. In the event of any conflict between the terrh®aragraph 31 of this

Order and any other order of this Court (including, without limitation, the order authorizing

the BondholderDIP Credit Agreement(as definedin ABL AmendmentNo. 1)), Paragrapl81

of this Order shall govern and control, and the terms of such Paragraph31 shall not be

amendedor modified without the prior written consentof the BondholderDIP Agent and the

ABL DIP Agent.

33. 3i-Headings Section headings used herein are for convenienteand are
not to affect the construction of or to be taketoigonsideration in interpreting this Final
Order.

Dated , 2013
Wilmington, Delaware

The Honorable Kevin J. Carey
United States Bankruptcy Judge
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	(a) authorization for each Borrower to obtain postpetition financing and to guaranty the obligations of each other Borrower in connection with the DIP Financing (as defined below), and for each of the other Debtors and certain of their non-debtor affi...
	(i) a super-priority credit facility made available to the Borrowers in an aggregate principal amount of up to $144,665,931.42 consisting of (A) a credit facility in the amount of $50,000,000 in respect of new money funding (the “Bayside DIP Facility”...
	(ii) a super-priority revolving credit facility made available to the Borrowers in an aggregate principal amount of up to $175,000,000 (as amended and modified by Amendment No. 1 to Debtor-in-Possession Credit Agreement, as attached hereto as Exhibit ...

	(b) authorization for the Debtors to: (i) use all cash collateral consisting of proceeds of ABL Priority Collateral (as defined in the DIP Intercreditor Agreement) coming into the possession or control of the Debtors to reduce the Obligations (as defi...
	(c) the granting of adequate protection to the secured parties under the Prepetition ABL Credit Agreement and the Credit Agreement dated as of May 22, 2012 (as amended, restated, supplemented or otherwise modified from time to time, the “Prepetition T...
	(d) authorization for the Debtors to use any Cash Collateral (each as defined below) in which the Prepetition ABL Agent, any Prepetition ABL Lender, the Prepetition Term Loan Agent or any Prepetition Term Loan Lender (collectively, the “Prepetition Se...
	1. Disposition.  The Motion is granted on a final basis in accordance with the terms of this Final Order.  Any objections to the Motion with respect to the entry of this Final Order that have not been withdrawn, waived or settled, and all reservations...
	2. Jurisdiction.  This Court has core jurisdiction over the Chapter 11 Cases, the Motion and the parties and property affected hereby pursuant to 28 U.S.C. §§ 157(b) and 1334.  Venue is proper before this Court pursuant to 28 U.S.C. §§ 1408 and 1409. ...
	3. Notice.  Under the circumstances, the notice given by the Debtors of the Motion, the relief requested therein, the Interim Hearing, the Interim Order and the Final Hearing constitutes appropriate, due and sufficient notice thereof and complies with...
	4. Debtors’ Stipulations.  Without prejudice to the rights of any other party (but which are subject to the limitations thereon contained in paragraph 23), the Debtors admit, stipulate and agree that:
	(a) As of the date of the commencement of the Chapter 11 Cases (the “Petition Date”):
	(i) the Debtors party to or otherwise obligated under the Prepetition Term Loan Documents, without defense, counterclaim or offset of any kind, were jointly and severally indebted and liable to the Prepetition Term Loan Lenders under the Prepetition T...
	(ii) the Debtors party to or otherwise obligated under the Prepetition ABL Documents, without defense, counterclaim or offset of any kind, were jointly and severally indebted and liable to the Prepetition ABL Lenders in the aggregate principal amount ...

	(b) The Prepetition Debt constitutes the legal, valid and binding obligation of the respective Debtors named in the Prepetition Loan Documents, enforceable in accordance with its terms (other than in respect of the stay of enforcement arising from Ban...
	(c) No portion of the Prepetition Debt or any payments made to the Prepetition Agents or the Prepetition Secured Lenders or applied to the obligations owing under the Prepetition Loan Documents prior to the Petition Date is subject to avoidance, recha...
	(d) The Debtors hold no valid or enforceable “claims” (as defined in the Bankruptcy Code), counterclaims, causes of action, defenses or setoff rights of any kind against any of the Prepetition Agents or the Prepetition Secured Lenders.  Each Debtor he...
	(e) The Prepetition Security Interests granted to the Prepetition Agents in the Prepetition Priority Collateral pursuant to and in connection with the Prepetition Loan Documents, including, without limitation, all security agreements, pledge agreement...

	5. Findings Regarding the DIP Financing.
	(a) Good cause has been shown for the entry of this Final Order.
	(b) The Debtors need to obtain the DIP Financing and use Cash Collateral to permit, among other things, the orderly continuation of the operation of their businesses, to maintain business relationships with vendors, suppliers and customers, to make pa...
	(c) The Debtors are unable to obtain financing on more favorable terms from sources other than the DIP Lenders under the DIP Documents and are unable to obtain adequate unsecured credit allowable under Bankruptcy Code section 503(b)(1) as an administr...
	(d) The terms of the DIP Financing and the use of Cash Collateral are fair and reasonable, reflect the Debtors’ exercise of prudent business judgment and constitute reasonably equivalent value and fair consideration.
	(e) The DIP Financing has been negotiated in good faith and at arms' length among the Debtors, the DIP Agents and the DIP Lenders, and all of the Debtors’ obligations and indebtedness arising under, in respect of or in connection with the DIP Financin...
	(f) Consummation of the DIP Financing and authorization of the use of Cash Collateral in accordance with this Final Order and the DIP Documents is in the best interests of the Debtors’ estates.

	6. Authorization of the DIP Financing and the DIP Credit Agreements.
	(a) The Debtors were by the Interim Order and hereby are authorized to execute and enter into the DIP Documents, including that certain Senior Secured Super Priority Debtor-in-Possession Credit Agreement, dated as of January 31, 2013 (as may be amende...
	(b) The Borrowers were by the Interim Order and hereby are authorized to borrow money pursuant to the DIP Credit Agreements, and the Borrowers and the Guarantors were by the Interim Order and are hereby authorized to guaranty such borrowings, in accor...
	(c) In furtherance of the foregoing and without further approval of this Court, each Debtor was by the Interim Order and hereby is authorized and directed to perform all acts, to make, execute and deliver all instruments and documents (including, with...
	(i) the execution, delivery and performance of the DIP Documents, including, without limitation, the DIP Credit Agreements, any security and pledge agreements, any mortgages contemplated thereby and the letter agreements referred to in clause (iii) be...
	(ii) the execution, delivery and performance of one or more amendments, waivers, consents or other modifications to and under the DIP Documents for, among other things, the purpose of (A) with respect to the Bayside DIP Facility, adding additional fin...
	(iii) the non-refundable payment: (A) solely from proceeds of the Bayside DIP Facility or Term Loan Priority Collateral, to the Bayside DIP Agent or Bayside DIP Lenders, as the case may be, of the fees referred to in the Bayside DIP Credit Agreement (...
	(iv) the conversion of the Prepetition ABL Debt and other satisfaction in full of the ABL Roll Up Obligations; and
	(v) the performance of all other acts required under or in connection with the DIP Documents.

	(d) The DIP Credit Agreements and the other 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 Final ...

	7. Payment of the Prepetition ABL Debt.  The Debtors are hereby authorized, upon entry of this Final DIP Order, to use the proceeds of the ABL DIP Facility to fully repay or deem issued or incurred under the ABL DIP Facility any remaining ABL Roll Up ...
	8. Superpriority Claims.  Pursuant to Bankruptcy Code section 364(c)(1), all of the DIP Obligations shall constitute allowed senior administrative expense claims against each of the Debtors (the “Superpriority Claims”) with priority over any and all a...
	9. Carve-Out.  The “Carve-Out” means an amount sufficient to satisfy (a) all fees and expenses required to be paid to the Clerk of the Court and to the Office of the U.S. Trustee pursuant to 28 U.S.C. §§ 156(c) and 1930(a)(6) and (b) (i) unpaid allowe...
	10. Reservation of Rights Regarding Professionals’ Fees.  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 allowan...
	11. The Carve-Out Report, Budget Periods and Variance Tests.
	(a) The Debtors and their Chief Restructuring Officer (as defined in the ABL DIP Credit Agreement) shall provide to the DIP Agents and the Creditors' Committee a written report (the “Carve-Out Report”) every two weeks disclosing their then-current est...
	(b) Section 6.15 (c) and (d) of the ABL DIP Credit Agreement and Section 6.31(c) and (d) of the Bayside DIP Credit Agreement will not restrict (a) any amounts otherwise chargeable under the DIP Credit Agreements for fees, costs and other charges incur...
	(c) Notwithstanding anything in the ABL DIP Credit Agreement or the Bayside DIP Credit Agreement to the contrary, disbursements with respect to the Lender Group Expenses (as defined in the ABL DIP Credit Agreement) or the Agent Expenses (as defined in...

	12. DIP Liens.  As security for the DIP Obligations, effective and perfected upon the date of the 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 Intercreditor Agreements, pursuant to Bankruptcy Code section 364(c)(2), a valid, binding, continuing, enforceable, fully perfected first priority senior security interest in and li...
	(b) Liens Priming Prepetition Secured Parties’ Liens.  Except as otherwise set forth in paragraph 13 herein, pursuant to Bankruptcy Code section 364(d)(1), a valid, binding, continuing, enforceable, fully perfected first priority senior priming securi...
	(c) Liens Junior to Certain Other Liens.  Except as otherwise set forth in paragraph 13 herein, pursuant to Bankruptcy Code section 364(c)(3), a valid, binding, continuing, enforceable, fully perfected security interest in and lien upon all pre- and p...
	(d) Liens Senior to Certain Other Liens.  The DIP Liens and the Adequate Protection Liens (as defined below) shall not be subject or subordinate to (i) any lien or security interest that is avoided and preserved for the benefit of the Debtors and thei...

	13. Priority of DIP Liens.  Notwithstanding anything to the contrary herein, (a) the DIP Liens granted hereunder and under the Interim Order to the Bayside DIP Lenders (the “Bayside DIP Liens”) shall be immediately junior in priority and subject to th...
	14. Protection of DIP Lenders’ Rights.
	(a) All DIP Collateral shall be free and clear of all liens, claims and encumbrances, except for those liens, claims and encumbrances expressly permitted under the DIP Documents or this Final Order.
	(b) Subject to the terms of the DIP Intercreditor Agreement, so long as there are any borrowings or letters of credit or other amounts (other than contingent indemnity obligations as to which no claim has been asserted when all other amounts have been...
	(c) The automatic stay provisions of Bankruptcy Code section 362 are vacated and modified to the extent necessary to permit the DIP Agents and the DIP Lenders to exercise (i) immediately upon the occurrence of an Event of Default (as defined in the AB...

	15. Limitation on Charging Expenses Against Collateral.  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 ot...
	16. Cash Collateral.  Pending repayment in full of any outstanding ABL Roll Up Obligations, upon entry of this Final Order, all Cash Collateral consisting of ABL Priority Collateral shall be remitted to the Prepetition ABL Agent to be applied to repay...
	17. Use of Cash Collateral.  Except on the terms and conditions of this Final Order and the Intercreditor Agreements, the Debtors shall be enjoined and prohibited from using the Cash Collateral absent further order of this Court.  The Debtors’ right t...
	18. Adequate Protection.  Subject to the terms of the Intercreditor Agreements, the Prepetition Secured Parties are entitled, pursuant to Bankruptcy Code sections 361, 363(e) and 364(d)(1), to adequate protection of their interests in their respective...
	(a) Adequate Protection Liens.  Subject to the terms of the DIP Intercreditor Agreement, the Prepetition Agents (for themselves and for the respective benefit of the applicable Prepetition Secured Lenders) were by the Interim Order and hereby are gran...
	(b) Section 507(b) Claims.  Subject to the terms of the DIP Intercreditor Agreement, the Prepetition Agents (for themselves and for the respective benefit of the applicable Prepetition Secured Lenders) were by the Interim Order and hereby are granted,...
	(c) Payment of Interest.  Subject to the limitations regarding the use of proceeds and DIP Collateral as set forth in the ABL DIP Credit Agreement and the Bayside DIP Credit Agreement and otherwise subject to the terms of the Intercreditor Agreements,...
	(d) Fees and Expenses.  The Prepetition Agents and the Prepetition Secured Lenders shall receive from the Debtors current cash payments of all fees and expenses payable to the Prepetition Agents or the Prepetition Secured Lenders, as applicable, under...
	(e) Monitoring of Collateral.  Each of the Prepetition Agents shall be permitted to retain separate expert consultants and financial advisors at the expense of the Debtors, which consultants and advisors shall be given reasonable access for purposes o...
	(f) Financial Reporting.  The Debtors shall provide the Prepetition Agents and the Creditors’ Committee with financial and other reporting as described in the DIP Documents.

	19. Reservation of Rights of Prepetition Secured Parties.  Under the circumstances and given that the above-described adequate protection is consistent with the Bankruptcy Code, including section 506(b) thereof, the Bankruptcy Court finds that the ade...
	20. Perfection of DIP Liens and Adequate Protection Liens.
	(a) Subject to the provisions of paragraph 12(b) above, the Debtors, the DIP Agents, the DIP Lenders and the Prepetition Secured Parties are hereby authorized, but not required, to file or record financing statements, trademark filings, copyright fili...
	(b) A certified copy of this Final Order may, in the discretion of the DIP Agents, be filed with or recorded in filing or recording offices in addition to or in lieu of such financing statements, mortgages, notices of lien or similar instruments, and ...
	(c) 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...

	21. Preservation of Rights Granted Under the Interim Order and this Final 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 the Interim Order or this Final Order to the DIP Agents, the DIP Lenders or the Prepetition Secured Parties...
	(b) Unless all DIP Obligations shall have indefeasibly been Paid in Full (and, with respect to outstanding letters of credit issued and Bank Product Obligations pursuant to the ABL DIP Credit Agreement, cash collateralized in accordance with the provi...
	(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 Final Order are hereafter reversed, modified, vacated or stayed, such reversal, stay, modification or vacation shall not affect (i) the validity, priority or enforceability of any DIP Obligations or Adequate...
	(e) Except as expressly provided in this Final Order or in the DIP Documents, the DIP Liens, the Superpriority Claims, the Adequate Protection Obligations and all other rights and remedies of the DIP Agents, the DIP Lenders and the Prepetition Secured...

	22. Limitation on Use of DIP Financing Proceeds and Collateral.  Notwithstanding anything herein or in any other order by this Court to the contrary, no borrowings, proceeds of letters of credit, Cash Collateral, Prepetition Priority Collateral, DIP C...
	23. Effect of Stipulations on Third Parties.
	(a) Each stipulation, admission and agreement contained in this Final Order, including, without limitation, in paragraph 4 of this Final Order, shall be binding upon the Debtors and any successor thereto (including, without limitation, any chapter 7 o...
	(b) The success of any particular Lender Claim shall not alter the binding effect on each party in interest of any stipulation or admission not subject to such Lender Claim.  Except to the extent (but only to the extent) a timely and properly filed ad...
	(c) Nothing in this Final Order vests or confers on any person (as defined in the Bankruptcy Code), including the Creditors’ Committee, standing or authority to pursue any cause of action belonging to the Debtors or their estates, including, without l...
	(d) Notwithstanding anything to the contrary herein, upon written notice to the landlord of any of Debtors’ leased premises that an Event of Default (as defined in the Bayside DIP Credit Agreement or ABL DIP Credit Agreement) has occurred and is conti...

	24. Collateral Agent.
	(a) Subject to the terms of the Intercreditor Agreements, to the extent that the Prepetition Term Loan Agent is (a) the secured party under any account control agreements in connection with the Prepetition Term Loan Documents, (b) listed as loss payee...
	(b) To the extent that the Prepetition ABL Agent is (a) the secured party under any account control agreements in connection with the Prepetition ABL Documents, (b) listed as loss payee under the Debtors’ insurance policies in connection with the Prep...
	(c) Each Prepetition Agent shall serve as agent for the DIP Agents for purposes of perfecting their respective security interests in and liens on all DIP Collateral that is of a type such that perfection of a security interest therein may be accomplis...

	25. Order Governs.  In the event of any inconsistency between the provisions of this Final Order and the DIP Documents, the provisions of this Final Order shall govern.
	26. Binding Effect; Successors and Assigns.  The DIP Documents and the provisions of this Final Order, including all findings herein, shall be binding upon all parties in interest in these Chapter 11 Cases, including, without limitation, the DIP Agent...
	27. No Impact on Certain Contracts or Transactions.  No rights of any entity in connection with a contract or transaction of the kind listed in Bankruptcy Code sections 555, 556, 559, 560 or 561, whatever they might or might not be, are affected by th...
	28. Exclusions.  Nothing herein or in any of the DIP Documents shall operate as a release or waiver of, or a limit on expenditures in pursuit of, any claims or causes of action held or assertable by any party (including, without limitation, any of the...
	29. Release.  Upon the date that each applicable portion of the DIP Financing shall be Paid in Full and prior to the release of the applicable DIP Liens, Debtors shall execute and deliver to the applicable DIP Agent and DIP Lenders a general release o...
	30. Effectiveness.  This Final 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)...
	31. Refinancing of Certain Bayside Prepetition and Postpetition Financing. From and after the First Amendment Effective Date (as defined in the ABL Amendment No. 1), (a) each of the lenders under the Bondholder DIP Credit Agreement (as defined in ABL ...
	32. Conflict.  In the event of any conflict between the terms of Paragraph 31 of this Order and any other order of this Court (including, without limitation, the order authorizing the Bondholder DIP Credit Agreement (as defined in ABL Amendment No. 1)...
	33. 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 Final Order.
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