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UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11
SCHOOL SPECIALTY, INC., et al.,! Case No. 13-10125 (KIC)
Debtors. Jointly Administered
Re: Docket Nos. 862, 864, 931 & 1026

NOTICE OF FILING OF FIRST AMENDED SUPPLEMENT TO
DEBTORS’ AMENDED JOINT PLAN OF REORGANIZATION UNDER
CHAPTER 11 OF THE BANKRUPTCY CODE

PLEASE TAKE NOTICE that, on April 23, 2013, the above-captioned debtors
and debtors-in-possession (collectively, the “Debtors™) filed the Debtors’ Amended Joint Plan of
Reorganization Under Chapter 11 of the Bankruptcy Code [Docket No. 862] (the “Plan”) and
related Disclosure Statement for Debtors’ Amended Joint Plan of Reorganization Under Chapter

11 of the Bankruptcy Code [Docket No. 864] (the “Disclosure Statement”).>

PLEASE TAKE FURTHER NOTICE that, on April 24, 2013, the Debtors filed
the Notice of Filing of Solicitation Version of Disclosure Statement for Debtors’ Amended Joint
Plan of Reorganization Under Chapter 11 of the Bankruptcy Code [Docket No. 931] (the

“Revised Disclosure Statement™).

PLEASE TAKE FURTHER NOTICE that, on May 10, 2013, the Debtors filed
the Notice of Filing of Supplement to Debtors’ Amended Joint Plan of Reorganization Under

Chapter 11 of the Bankruptcy Code [Docket No. 1026] (“the Plan Supplement).

' 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 W63 16 Design Drive, Greenville, Wisconsin 54942,

2 All terms not otherwise defined herein shall be given the meanings ascribed to them in the Plan.
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PLEASE TAKE FURTHER NOTICE that the Plan Supplement is hereby

amended (the “Amended Plan Supplement”) with respect to the following exhibits:>

Exhibit A: ABL Exit Financing Documents (Redacted)
Exhibit B:  Contract Assumption List

PLEASE TAKE FURTHER NOTICE that any holder of Claims or Equity
Interests who would like to receive copies of any of the exhibits contained in this Amended Plan
Supplement may receive a copy by contacting Troy Bollman at (302) 573-7796 or
tbollman@ycst.com. In addition, copies may also be obtained (a) for a fee through the website

of the United States Bankruptcy Court for the District of Delaware, https://ecf.deb.uscourts.gov,

or (b) free of charge through the website established by the Claims Agent for the Debtors’

Chapter 11 Cases at www.kccllc.net/SchoolSpecialty.

Dated: May 15, 2013
Wilmington, Delaware

YOUNG CONAWAY STARGATT & TAYLOR, LLP

/s/ Maris J. Kandestin

Pauline K. Morgan (No. 3650)
Maris J. Kandestin (No. 5294)
Morgan L. Seward (No. 5388)
Rodney Square

1000 North King Street
Wilmington, Delaware 19801
Telephone: (302) 571-6600
Facsimile: (302) 571-1253

-and —

> The Debtors expressly reserve the right, at any time prior to the Effective Date, to supplement, modify or amend

this Plan Supplement. Defined terms not otherwise defined herein shall have the meaning ascribed to them in
the Plan.
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PAUL, WEISS, RIFKIND, WHARTON &
GARRISON LLP

Alan W. Kornberg

Jeffrey D. Saferstein

Lauren Shumejda

Ann K. Young

1285 Avenue of the Americas

New York, New York 10019-6064
Telephone: (212)373-3000

Facsimile: (212) 757-3990

Counsel for the Debtors and
Debtors-in-Possession
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EXHIBIT A

ABL Exit Financing Documents
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Execution Version

MERRILL LYNCH, PIERCE, FENNER SUNTRUST ROBINSON
& SMITH INCORPORATED HUMPHREY, INC.
BANK OF AMERICA, N.A. SUNTRUST BANK
One Bryant Park 3333 Peachtree Rd Ne., 10th Floor
New York, New York 10036 Atlanta, GA 30326
May 13, 2013

School Specialty, Inc.
W6316 Design Drive
Greenville, WI 54942

Re: Senior Secured Asset-Based Loan Facility

Ladies and Gentlemen:

You have advised us that School Specialty, Inc., a Wisconsin corporation (“you” or the “Company”),
together with certain of its subsidiaries (collectively with the Company, the “Debtors”) are each operating
as a debtor-in-possession pursuant to a voluntary case, the lead case of which is Case No. 13-10125
(collectively, the “Cases”) commenced under Chapter 11 of the United States Bankruptcy Code (the
“Bankruptcy Code”). You have further advised us that (i) on April 24, 2013 you filed the Debtors’
Amended Joint Plan of Reorganization and Disclosure Statement (referred to herein as the “Plan of
Reorganization” and the “Disclosure Statement”) with the United States Bankruptcy Court for the
District of Delaware (the “Bankruptcy Court”), (ii) a hearing regarding the adequacy of the Disclosure
Statement was held on April 22, 2013 and April 24, 2013 and the Disclosure Statement was conditionally
approved by the Bankruptcy Court on April 24, 2013 and (iii) the Debtors intend to be reorganized and
emerge from the Cases pursuant to the Plan of Reorganization. In connection with the Plan of
Reorganization, you have advised us that you intend to finance the costs and expenses related to the
Transaction (as defined in the Summary of Terms referred to below) and the ongoing working capital and
other general corporate purposes of the Company and its subsidiaries after consummation of the Plan of
Reorganization from the following sources (and that no financing other than the financings described
herein will be required in connection with the Transaction): (a) a senior secured asset-based revolving
credit facility of the Borrowers (as defined in the Summary of Terms) of $175 million (the “Senior Credit
Facility”) and (b) a term loan facility of the Borrowers in an amount acceptable to the Commitment
Parties entered into pursuant to, and in accordance with, the Plan of Reorganization (the “Term Loan
Facility”).

As used herein, (a) “Transactions” means, collectively, the entering into and funding of the Senior Credit
Facility and the Term Loan Facility and the consummation of the Plan of Reorganization and all other
related transactions, including the payment of fees and expenses in connection therewith, (b) “Approval
Order” means the entry of an order (which order may be the order confirming the Plan of
Reorganization), in form and substance reasonably satisfactory to the Commitment Parties, approving and
ratifying the obligations of the Company and the guarantors as set forth in this Commitment Letter,
including the Summary of Terms, and the Fee Letters (collectively, the “Financing Papers™), and
authorizing the Borrowers to pay the fees, expenses and other amounts contemplated herein and therein,
and otherwise authorizing the Borrowers to accept, incur and perform their obligations under the
Financing Papers, which order shall specifically provide, among other things, (i) that the right to receive
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all amounts due and owing to each of the Commitment Parties, including the fees as set forth herein and
in the Fee Letters and reimbursement of all costs and expenses incurred by the Commitment Parties in
connection with the Transactions and reimbursable under this Commitment Letter, shall be entitled to
priority as administrative expense claims under Sections 503(b)(l) and 507(a)(2) of the Bankruptcy Code,
whether or not the Senior Credit Facility is entered into or funded; and (ii) the Commitment Parties are
entitled to indemnification, as set forth herein, whether or not the Senior Credit Facility is entered into or
funded, and (c) “Expense Letter” means the letter entered into by the Debtors and the Committed Lenders
(as defined below) on April 24, 2013 providing an initial expense deposit of $100,000 to reimburse such
lenders for reasonable and documented costs and expenses, inclusive of legal fees incurred in evaluating,
preparing and submitting an exit financing commitment and a limited indemnification to the Committed
Lenders in accordance with the Bankruptcy Court order dated April 10, 2013 [D.1. 785].

In connection with the foregoing and subject to the entry of the Approval Order, (a) Bank of America,
N.A. (“Bank of America”) is pleased to advise you of its commitment to provide 50% of the principal
amount of the Senior Credit Facility and (b) SunTrust Bank (“SunTrust” and together with Bank of
America, the “Committed Lenders”) is pleased to advise you of its commitment to provide 50% of the
principal amount of the Senior Credit Facility, in each case, upon and subject to the terms and conditions
set forth in this letter (together with each exhibit and schedule hereto, this “Commitment Letter”) and in
the Summary of Terms and Conditions attached as Exhibit A hereto and incorporated herein by this
reference (the “Sumemary of Terms”). Bank of America is pleased to advise you of its willingness to act
as the sole administrative agent (in such capacity, the “Administrative Agent”) for the Senior Credit
Facility. Each of Merrill Lynch, Pierce, Fenner & Smith Incorporated (“MLPFS”) and SunTrust
Robinson Humphrey, Inc. (“STRH” and together with MLPFS, the “Joint Lead Arrangers” and, together
with the Committed Lenders, the “Commitment Parties” or “us™) is pleased to advise you of its
willingness, as a joint lead arranger and. joint book runner for the Senior Credit Facility, to use
commercially reasonable efforts to form a syndicate of financial institutions and institutional lenders
(including the Committed Lenders) (collectively, the “Lenders”) reasonably acceptable to you for the
Senior Credit Facility. It is agreed that ML.PFS shall have the “left” placement in any and all marketing
materials or other documentation used in connection with the Senior Credit Facility and shall hold the
leading role and responsibilities conventionally associated with such “left” placement, including sole
selling role in respect of the Senior Credit Facility.

The commitments and undertakings of the Commitment Parties herein are subject to the entry of the
Approval Order and in addition, the satisfaction of each of the following conditions precedent in a manner
acceptable to the Commitment Parties: (a) the completion of a due diligence review of the assets,
liabilities (including contingent liabilities) and businesses of the Company and its subsidiaries in scope
and with results satisfactory to us in our sole and absolute discretion; (b) the accuracy and completeness
of all representations that you and your affiliates make to the Commitment Parties in connection herewith
and your compliance with the terms of this Commitment Letter (including the Summary of Terms) and
the Fee Letters (as hereinafter defined); (c) prior to and until the earlier of (i) 60 days after the Closing
Date and (ii) the date on or after the Closing Date on which a “successful syndication” (as defined in the
Fee Letter) is achieved, there shall be no competing offering, placement or arrangement of any debt
securities or bank financing by or on behalf of the Company or any of its subsidiaries or affiliates (other
than the Term Loan Facility); (d) the negotiation, execution and delivery of customary definitive
documentation for the Senior Credit Facility consistent with the Summary of Terms and otherwise
satisfactory to the Commitment Parties and you; (¢) no material adverse change, occurrence or
development shall have occurred or become known to any Commitment Party since April 28, 2012 in the
business, assets, properties, liabilities, operations or financial condition of the Borrowers (excluding any
events that customarily occur as part of a proceeding under Chapter 11 of the Bankruptcy Code); and (f)
the satisfaction or waiver of the conditions precedent contained in the Summary of Terms. For the
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avoidance of doubt, the syndication of all or any portion of the respective commitments with respect to
the Senior Credit Facility is not a condition to the closing of the Credit Facility.

After your acceptance of this Commitment Letter and each Fee Letter, the Joint Lead Arrangers intend to
commence syndication of the Senior Credit Facility to one or more other banks reasonably acceptable to
you; provided that no assignment of the Committed Lender’s commitment on or prior to the date of the
initial extension of credit under the Senior Credit Facility (the “Closing Date”) shall reallocate, reduce or
release the Commitment Parties’ entire commitment hereunder in the event that any assignee shall fail to
fund under its assigned commitment on the Closing Date. Until the funding of the Senior Credit Facility
on the Closing Date, the Commitment Parties shall retain exclusive control over all rights and obligations
with respect to their respective commitments including all rights with respect to consents, waivers,
modifications and amendments. Until the earlier of (i) 60 days after the Closing Date and (ii) the date on
or after the Closing Date on which a “successful syndication” (as defined in the Fee Letter) is achieved,
you agree to actively assist the Joint Lead Arrangers in achieving a syndication of the Senior Credit
Facility that is reasonably satisfactory to the Joint Lead Arrangers and you. Such assistance shall include
your (a) providing (and using your commercially reasonable efforts to cause your advisors to provide) the
Commitment Parties and the other Lenders upon request with all information reasonably deemed
necessary by the Commitment Parties to complete syndication, including, but not limited to, information
and evaluations prepared by you and your advisors, or on your or its behalf, relating to the Transaction
(including the Projections (as hereinafter defined), the “Information™), (b) assisting in the preparation of
Information Memorandum and other materials to be used in connection with the syndication of the Senior
Credit Facility (collectively with the Summary of Terms, the “Information Materials™), (c) using
commercially reasonable efforts to ensure that the syndication efforts of the Joint Lead Arrangers benefit
materially from your existing lending relationships and the existing banking relationships of the
Company, and (d) otherwise assisting the Commitment Parties in their syndication efforts, including by
making your officers and advisors and the officers and advisors of your subsidiaries available at such
times and places as the Joint Lead Arrangers may reasonably request to attend and make presentations
regarding the business and prospects of the Company and its subsidiaries and affiliates, as appropriate, at
one or more meetings of prospective Lenders.

It is understood and agreed that MLPFS will manage and control all aspects of the syndication in
consultation with you, including decisions as to the selection of prospective Lenders and any titles offered
to proposed Lenders, when commitments will be accepted and the final allocations of the commitments
among the Lenders. It is understood that no Lender participating in the Senior Credit Facility will receive
compensation from you in order to obtain its commitment, except on the terms contained herein and in the
Summary of Terms. It is also understood and agreed that the amount and distribution of the fees among
the Lenders will be at the sole and absolute discretion of the Commitment Parties.

You represent, warrant and covenant that (a) all financial projections concerning the Company and its
subsidiaries that have been or are hereafter made available to the Commitment Parties or the Lenders by
you or any of your subsidiaries or your or their representatives (or on your or their behalf) (the
“Projections”) have been or will be prepared in good faith based upon assumptions that were believed by
you to be reasonable at the time prepared and at the time made available to the Commitment Party (it
being understood that such Projections are as to future events and are not to be viewed as facts, such
Projections are subject to significant uncertainties and contingencies and that actual results during the
period or periods covered by any such Projections may differ significantly from the projected results, and
that no assurance can be given that the projected results will be realized) and (b) all Information, other
than Projections and other than information of a general economic or industry specific nature, which has
been or is hereafter made available to the Commitment Parties or the Lenders by you or any of your
subsidiaries or your or their representatives (or on your or their behalf) in connection with any aspect of
the Transaction, as and when furnished, is and will be, when taken as a whole, complete and correct in all
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material respects and does not and will not contain any untrue statement of a material fact or omit to state
a material fact necessary to make the statements contained therein not misleading in light of the
circumstances under which such statements were or are made. You agree to furnish us with further and
supplemental information from time to time until the Closing Date and, if requested by us, for a
reasonable period of time thereafter as is necessary to complete a “successful syndication” (as defined in
the Fee Letter) of the Senior Credit Facility so that the representation, warranty and covenant in the
immediately preceding sentence are correct on the Closing Date and on such later date on which the
syndication of the Senior Credit Facility is completed as if the Information (including the Projections)
were being furnished, and such representation, warranty and covenant were being made, on such date. In
issuing this commitment and in arranging and syndicating the Senior Credit Facility, the Commitment
Parties are and will be using and relying on the Information without independent verification thereof.

You acknowledge that MLPFS and/or Bank of America on your behalf will make available [nformation
Materials to the proposed syndicate of Lenders by posting the Information Materials on IntraLinks or
another similar electronic system. In connection with the syndication of the Senior Credit Facility, unless
the parties hereto otherwise agree in writing, you shall be under no obligation to provide Information
Materials suitable for distribution to any prospective Lender (each, a “Public Lender ") that has personnel
who do not wish to receive material non-public information (within the meaning of the United States
federal securities laws, “MINPI") with respect to the Company, its affiliates or any other entity, or the
respective securities of any of the foregoing. You agree, however, that the definitive credit documentation
will contain provisions concerning Information Materials to be provided to Public Lenders and the
absence of MNPI therefrom. Prior to distribution of Information Materials to prospective Lenders, you
shall provide us with a customary letter authorizing the dissemination thereof.

Subject to the entry of the Approval Order, by executing this Commitment Letter, you agree to reimburse
the Commitment Parties from time to time on demand for all reasonable and documented out-of-pocket
fees and expenses (including, but not limited to, (a) the reasonable and documented fees, disbursements
and other charges of Skadden, Arps, Slate, Meagher & Flom LLP, as counsel to MLPFS and the
Administrative Agent, Patton Boggs LLP, as counsel to SunTrust and STRH, and one special or local
counsel to the Lenders retained by the- Joint Lead Arrangers or the Administrative Agent, (b) due
diligence expenses and (c¢) Bank of America’s standard charges for field examinations, including a
standard per diem field examiner charge and reasonable documented out-of-pocket expenses) incurred in
connection with the Senior Credit Facility, the syndication thereof and the preparation of the definitive
documentation therefor, and with any other aspect of the Transaction and any similar transaction and any
of the other transactions contemplated thereby (the “Expenses™). Upon acceptance of this Commitment
Letter, you agree to continue to deliver to Bank of America from time to time such additional deposits as
may be necessary to cover fees and expenses in excess of the Deposit (as defined in the Expense Letter).
At closing, the remaining balance of the Deposit will be applied to closing costs. If the Senior Credit
Facility does not close for any reason, Bank of America will return the unused portion of the Deposit, if
any, to you. You acknowledge that Bank of America and MLPFS may receive a benefit, including
without limitation, a discount, credit or other accommodation, from any of such counsel based on the fees
such counsel may receive on account of their relationship with Bank America and MLPFS including,
without limitation, fees paid pursuant hereto.

You agree to indemnify and hold harmless each of the Commitment Parties and each of their affiliates
and their respective officers, directors, employees, agents, advisors and other representatives (each an
“Indemnified Party”) from and against (and will reimburse each Indemnified Party as the same are
incurred for) any and all claims, damages, losses, liabilities and expenses (including, without limitation,
the reasonable and documented fees, disbursements and other charges of counsel) that may be incurred by
or asserted or awarded against any Indemnified Party, in each case arising out of or in connection with or
by reason of (including, without limitation, in connection with any investigation, litigation or proceeding
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or preparation of a defense in connection therewith) (a) any matters contemplated by this Commitment
Letter, the Summary of Terms, the Expense Letter, any Fee Letter or any aspect of the Transaction or any
similar transaction and any of the other transactions contemplated hereby or thereby, including any
matters arising prior to the date hereof in connection with our roles hereunder or (b) the Senior Credit
Facility and any other financings, or any use made or proposed to be made with the proceeds thereof,
except to the extent such claim, damage, loss, liability or expense is found in a final, non-appealable
judgment by a court of competent jurisdiction to have resulted from (i) such Indemnified Party’s gross
negligence, bad faith or willful misconduct, (ii) a material breach of obligations under this Commitment
Letter or the Fee Letter by such Indemnified Person, or (iii) any claim, litigation, investigation or
proceeding that does not involve an act or omission of you or any of your affiliates and that is brought by
an Indemnified Person against another Indemnified Person (other than any claim, litigation, investigation
or proceeding brought by or against the Commitment Parties solely in their capacities as Administrative
Agent or Joint Lead Arrangers, as applicable. In the case of an investigation, litigation or proceeding to
which the indemnity in this paragraph applies, such indemnity shall be effective whether or not such
investigation, litigation or proceeding is brought by you, your equityholders or creditors or an
Indemnified Party, whether or not an Indemnified Party is otherwise a party thereto' and whether or not
any aspect of the Transaction is consummated. You also agree that no Indemnified Party shall have any
liability (whether direct or indirect, in contract or tort or otherwise) to you or your subsidiaries or
affiliates or to your or their respective equity holders or creditors arising out of, related to or in connection
with any aspect of the Transaction, except to the extent of direct, as opposed to special, indirect,
consequential or punitive, damages determined in a final, nonappealable judgment by a court of
competent jurisdiction to have resulted from such Indemnified Party’s gross negligence, bad faith or
willful misconduct. Notwithstanding any other provision of this Commitment Letter, no Indemnified
Party shall be liable for any damages arising from the use by others of information or other materials
obtained through electronic telecommunications or other information transmission systems, other than for
direct or actual damages resulting from the gross negligence, bad faith or willful misconduct of such

Indemnified Party as determined by a final and non-appealable judgment of a court of competent
jurisdiction.

This Commitment Letter, the fee letter among you, Bank of America and MLPFS of even date herewith
(the “Bank of America Fee Letter”) and any fee letters between you and any other Commitment Party
(together with the Bank of America Fee Letter, the “Fee Letters”) and the contents hereof and thereof are
confidentjal and may not be disclosed in whole or in part to any person or entity without our prior written
consent, except (a) for disclosure hereof or thereof on a confidential basis to your accountants, attorneys
and other professional advisors retained by you in comnection with the Transaction, (b) as may be
otherwise required by law, (c) after your acceptance of this Commitment Letter and the Fee Letters, the
Commitment Letter, and a summary of aggregate fees payable pursuant to the Fee Letters, on a
confidential basis to professional advisers to the Creditors’ Committee (as defined in the Plan of
Reorganization), (d) after your acceptance of this Commitment Letter and the Fee Letters, the
Commitment Letter, on a confidential basis to the agents, trustees and lenders under the Company’s other
indebtedness secured by the Collateral (as defined in the Summary of Terms) including any prospective
agents and lenders with respect to the Term Loan Facility, and (e) the Commitment Letter may be shared
on a redacted basis, to the professionals representing the lenders under the ABL DIP Facility (as defined
in the Plan of Reorganization) and, following your acceptance of this Commitment Letter, on an
unredacted basis to the lenders under the ABL DIP Facility (as defined in the Plan of Reorganization).
Subject to the immediately preceding sentence this Commitment Letter (including the Summary of
Terms) and the Fee Letters may not be disclosed in whole or in part to any person or entity without our
prior written consent; provided, however, it is understood and agreed that after your acceptance of this
Commitment Letter and the Fee Letters, you shall be permitted to file (x) the Commitment Letter and the
Fee Letters (redacted, in the case of the Fee Letters, in a manner satisfactory to us) on the public docket of
the Bankruptcy Court), and (y) so long as they are filed under seal, the unredacted Fee Letters in filings

4
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with the Bankruptcy Court. The Commitment Parties hereby notify you that pursuant to the requirements
of the USA PATRIOT Act, Title III of Pub. L. 107-56 (signed into law October 26, 2001) (the “Acr”),
each of them is required to obtain, verify and record information that identifies you, the other Borrowers
and the guarantors of the Senior Credit Facility, which information includes the name and address of, and
other information regarding, the Borrowers and such guarantors that will allow the Commitment Parties,
as applicable, to identify such parties in accordance with the Act. This notice is given in accordance with
the requirements of the Act and is effective as to each Commitment Party and each other Lender.

You acknowledge that the Commitment Parties or their affiliates may be providing financing or other
services to parties whose interests may conflict with yours. We agree that we will not furnish confidential
information obtained from you to any of our other customers and that we will treat confidential
information relating to you and your affiliates with the same degree of care as we treat our own
confidential information. We further advise you that we will not make available to you confidential
information that we have obtained or may obtain from any other customer. In connection with the
services and transactions contemplated hereby, you agree that we are permitted to access, use and share
with any of our bank or non-bank affiliates, agents, advisors (legal or otherwise) or representatives any
information concerning you or any of your affiliates that is or may come into our possession or the
possession of any of our respective affiliates.

In connection with all aspects of each transaction contemplated by this Commitment Letter, you
acknowledge and agree, and acknowledge your affiliates” understanding, that: (a) (i) the arranging and
other services described herein regarding the Senior Credit Facility are arm’s-length commercial
transactions between you and your affiliates, on the one hand, and the Commitment Parties, on the other
hand, (ii) you have consulted your own legal, accounting, regulatory and tax advisors to the extent you
have deemed appropriate, and (iii) you are capable of evaluating, and understand and accept, the terms,
risks and conditions of the transactions contemplated hereby; (b) (i) each Commitment Party has been, is,
and will be acting solely as a principal and, except as otherwise expressly agreed in writing by the
relevant parties, has not been, is not, and will not be acting as an advisor, agent or fiduciary for you, any
of your affiliates or any other person or entity and (ii) no Commitment Party has any obligation to you or
your affiliates with respect to the transactions contemplated hereby except those obligations expressly set
forth herein; and (c) each Commitment Party and their respective affiliates may be engaged in a broad
range of transactions that involve interests that differ from yours and those of your affiliates, and no
Commitment Party has any obligation to disclose any of such interests to you or your affiliates. To the
fullest extent permitted by law, you hereby waive and release any claims that you may have against any
Commitment Party with respect to any breach or alleged breach of agency or fiduciary duty in connection
with any aspect of any transaction contemplated by this Commitment Letter.

The provisions of the immediately preceding five paragraphs shall remain in full force and effect
regardless of whether any definitive documentation for the Senior Credit Facility shall be executed and
delivered, and notwithstanding the termination of this Commitment Letter or any commitment or
undertaking of any Commitment Party hereunder.

This Commitment Letter and the Fee Letters may be executed in counterparts which, taken together, shall
constitute an original. Delivery of an executed counterpart of this Commitment Letter or any Fee Letter
by telecopier, facsimile or other electronic transmission shall be effective as delivery of a manually
executed counterpart thereof.

This Commitment Letter (including the Summary of Terms) and each Fee Letter shall be governed by,
and construed in accordance with, the laws of the State of New York. Each of the parties hereto hereby
irrevocably waives any and all right to trial by jury in any action, proceeding or counterclaim (whether
based on contract, tort or otherwise) arising out of or relating to this Commitment Letter (including the
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Summary of Terms), any Fee Letter, the Transaction and the other transactions contemplated hereby and
thereby or the actions of the Commitment Parties in the negotiation, performance or enforcement hereof.
The commitments and undertakings of the Commitment Parties may be terminated by the Commitment
Parties if you fail to perform your obligations under this Commitment Letter or any Fee Letter on a timely
basis.

Each of the parties hereto hereby irrevocably and unconditionally (a) submits, for itself and its property,
to the exclusive jurisdiction of the Bankruptey Court, and any appellate court from any thereof, in any
action or proceeding arising out of or relating to this Commitment Letter (including the Summary of
Terms), any Fee Letter or the transactions contemplated hereby or thereby (whether based on contract,
tort or otherwise), or for recognition or enforcement of any judgment, and agrees that all claims in respect
of any such action or proceeding shall only be heard and determined in the Bankruptcy Court, (b) waives,
to the fullest extent it may legally and effectively do so, any objection which it may now or hereafter have
to the laying of venue of any suit, action or proceeding arising out of or relating to this Commitment
Letter (including the Summary of Terms), any Fee Letter or the transactions contemplated hereby in the
Bankruptcy Court, (c) waives, to the fullest extent permitted by law, the defense of an inconvenient forum
to the maintenance of such action or proceeding in any such court and (d) agrees that a final judgment in
any such suit, action or proceeding shall be conclusive and may be enforced in other jurisdictions by suit
on the judgment or in any other manner provided by law. Each of the parties hereto agrees that service of
process, summons, notice or document by registered mail addressed to you or us at the addresses set forth
above shall be effective service of process for any suit, action or proceeding brought in any such court.

This Commitment Letter (including the Summary of Terms) and the Fee Letters embody the entire
agreement and understanding among the parties hereto and your affiliates with respect to the Senior
Credit Facility and supersedes all prior agreements and understandings relating to the specific matters
hereof. However, please note that the terms and conditions of the commitment and undertaking of the
Commitment Parties hereunder are not limited to those set forth herein or in the Summary of Terms.
Those matters that are not covered or made clear herein or in the Summary of Terms or the Fee Letters
are subject to mutual agreement of the parties. No party has been authorized by any Commitment Party to
make any oral or written statements that are inconsistent with this Commitment Letter.

This Commitment Letter is not assignable by you or the Commitment Parties without the prior written
consent of the Commitment Parties or you, respectively, and is intended to be solely for the benefit of the
parties hereto and the Indemnified Parties, provided that the Commitment Parties may make assignments
subject to the first and second sentence of the fifth paragraph hereof. Any and all obligations of, and
services to be provided by, any Commitment Party hereunder (including, without limitation, any
Committed Lender’s Commitment) may be performed and any and all rights of any Commitment Party
hereunder may be exercised by or through any of their respective affiliates or branches; provided that no
Commitment Party shall be relieved, released or novated from its obligations hereunder except in
accordance with the fifth paragraph of this Commitment Letter.

Promptly upon your acceptance of this Commitment Letter, you hereby agree to use your commercially
reasonable efforts to obtain the Approval Order.

This Commitment Letter and all commitments and undertakings of the Commitment Parties hereunder
will expire at 11:30 p.m. (Chicago time) on May 13, 2013 unless you execute this Commitment Letter
and the Fee Letters and return them to us prior to that time (which may be by facsimile or other electronic
transmission), whereupon this Commitment Letter (including the Summary of Terms) and the Fee Letters
(each of which may be signed in one or more counterparts) shall become binding agreements; provided
that the undertakings and commitments of the Commitment Parties hereunder shall expire on May 24,
2013, unless the Bankruptcy Court shall have entered the Approval Order on or prior to such date.
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Thereafter, all commitments and undertakings of the Commitment Parties hereunder will expire on the
earliest of (a) June 14, 2013, unless the Closing Date occurs on or prior thereto, (b) the date upon which
the Approval Order shall have been amended, supplemented or otherwise modified without the written
consent of the Joint Lead Arrangers, reversed or vacated, (c) the date upon which any of the Cases are
dismissed or converted to proceedings under Chapter 7 of the Bankruptcy Code, (d) the date after the date
hereof upon which a trustee or examiner is appointed in any of the Cases and (e) the date upon which the
Debtors file or support any plan of reorganization or liquidation other than the Plan of Reorganization
without the written consent of the Commitment Parties.

[THE BALANCE OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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We are pleased to have the opportunity to work with you in connection with this important financing.
Very truly yours,
BANK OEAMERICA, N.A.
N 4‘,/5 /-;‘»"

By: it S

Name: Aty rA  Ki sp s e

Title: Sein T S e £

MERRILL LYNCH, PIERCE, FENNER & SMITH

[Signature Page 1o Commitment Letter]
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SUNTRUST ROBINSON HUMPHREY, INC.,

By: T S

Name: ~ (S Aae /. LA lachAy

Title: Ertero—
SUNTRUST BANK
By:

Name:

Title:

[Signature Page to Commitment Lelter]
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SUNTRUST ROBINSON HUMPHREY, INC.

By:

Name:

Title:

SUNTRUST BANK

By: 4

Name: Mo fonefs
Title: ,v\/\av\ogm} Directe

[Signature Page to Commitment Letter]
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ACCEPTED AND AGREED TO
AS OF THE DATE FIRST ABOVE WRITTEN:

SCHOOL SPECIALTY, INC,

By: 775“‘:” &M

Narﬂe }]stbﬂkfx l‘" é AT [ﬁ
Title: CE7 s 1 1.;’\,(‘\\\ i {‘

[Signature Page to Commitment Letter]
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Execution Version

EXHIBIT A

SUMMARY OF INDICATIVE TERMS

Capitalized terms not otherwise defined herein have the same meanings as specified therefor in the
commitment letter (the "Commitment Letter") to which this Summary of Terms and Conditions is

BORROWER:

GUARANTORS:

ADMINISTRATIVE
AGENT AND

attached.

School Specialty, Inc., a Wisconsin corporation, as reorganized in accordance
with the Plan of Reorganization as defined below (the "Company"),
Classroomdirect.com, LLC, a Delaware limited liability company,-Sportime,
LLC, a Delaware limited liability company, Delta Education, LLC, a
Delaware Limited liability company, Premier Agendas, Inc., a Washington
corporation, Childcraft Education Corp., a New York corporation, Bird-In-
Hand Woodworks, Inc., a New Jersey corporation, Califone International,
Inc., a Delaware corporation, and certain of the Company's other present and
future domestic subsidiaries as designated by the Company and reasonably
acceptable to Bank of America and the Arrangers (each as defined below)
(together with the Company, the "Borrowers™).

All wholly-owned domestic subsidiaries of the Company (other than domestic
subsidiaries that are subsidiaries of foreign subsidiaries that are controlled
foreign corporations within the meaning of the Internal Revenue Code of
1986, as amended ("CFCs")) ("Guarantors"), subject to exceptions to be
agreed upon, including, without limitation, (a) immaterial subsidiaries (to be
defined in a manner to be agreed), (b) any subsidiary that is prohibited by
applicable law, rule or regulation or by any contractual obligation (with
respect to any such contractual obligations, only to the extent existing on the
Closing Date or the date the applicable person becomes a direct or indirect
subsidiary of the Company) from guaranteeing the Senior Credit Facility or
which would require governmental (including regulatory) consent, approval,
license or authorization to provide a guarantee (unless such consent, approval,
license or authorization has been received), including the guarantee of swap
obligations by any of the Borrower or their subsidiaries that are not an
"Eligible Contract Participant" as defined in the Commodity Exchange Act (7
US.C. § I et seq.) and related rulings by the Commodity Futures Trading
Commission, and (c) any subsidiary that owns no material assets other than
equity interests of one or more entities that are CFCs.

COLLATERAL AGENT: Bank of America, N.A. ("Bank of America") (in such capacity, the "Agent").
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LEAD ARRANGERS
AND BOOKRUNNERS:

LENDERS:

CREDIT
FACILITY:

PURPOSE:

PLAN OF
REORGANIZATION:

LOAN
AVAILABILITY:
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Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPFS") and SunTrust
Robinson Humphrey, Inc. ("STRH" and together with MLPFS, collectively,
the "Arrangers").

Bank of America, SunTrust Bank ("SunTrust"), and a group of lenders

arranged by the Arrangers and reasonably acceptable to the Company (the
"Lenders").

A senior credit facility ("Senior Credit Facility") consisting of a revolving
credit facility of up to $175 million, including a to be agreed sub-limit for
letters of credit (letters of credit will be 100% reserved against borrowing
availability under the Senior Credit Facility) and a $20 million sublimit for
swing line loans.

The Senior Credit Facility will be used by the Borrowers, together with the
proceeds of the senior secured term loan facility of the Borrowers entered into
simultaneously with the Senior Credit Facility (the "Term Loan Facility" and,
together with the Senior Credit Facility, the "Exit Facility"), (a) to repay the
ABL DIP Facility (as defined in the Plan of Reorganization), (b) to fund
certain fees and expenses associated with the Exit Facility, (c) to repay certain
costs and expenses required to be paid in connection with the emergence from
chapter 11 of the Borrowers and certain of their subsidiaries (including but
not limited to administrative costs, cure costs, and potentially to fund cash out
options for trade and other unsecured claims), (d) to provide for working
capital and (e) for general corporate purposes (including, without limitation,
for permitted acquisitions and capital expenditures).

For purposes hereof, "Plan of Reorganization" shall mean the Debtors'
Amended Joint Plan of Reorganization under Chapter 11 of the Bankruptcy
Code, dated April 24, 2013, as filed with the United States Bankruptcy Court
for the District of Delaware (the "Bankruptcy Court") in the jointly
administered cases of the Company and its subsidiaries, and as subsequently
amended, modified or supplemented in a manner that could not be reasonably
expected to adversely affect the interests of the Agent or the Lenders (except
with the prior written consent of Bank of America, SunTrust and the
Arrangers); it being understood and agreed that any amendment to the Plan of
Reorganization providing for the assumption or incurrence by the Borrowers
of any material indebtedness or other material liability not otherwise
contemplated by the Plan of Reorganization shall be deemed to adversely
affect the interests of the Agent and the Lenders.

Advances under the Senior Credit Facility will be limited to (a) the lesser of
(i) the aggregate commitments from time to time in effect and (ii) the sum of
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(x) 85% of eligible accounts receivable;' plus (y) the lesser of 75% of eligible
inventory or 85% of the appraised net orderly liquidation value of eligible
inventory applicable to such period;® plus (z) during the months of March,
April, May, June, July and August, the Seasonal Formula Amount; minus (b)
such reserves as the Agent may establish in its Reasonable Credit Judgment
(as defined below) (the "Borrowing Base™).

All determinations by the Agent with respect to eligibility criteria, reserves
and the Borrowing Base shall be made by the Agent in its Reasonable Credit
Judgment.

After the Closing Date, the Agent shall have the right to exercise its
Reasonable Credit Judgment to establish, modify or eliminate reserves with
respect to the Borrowing Base in a manner consistent with facilities of this
type.

"Reasonable Credit Judgment" shall mean the Agent's commercially
reasonable credit judgment (from the perspective of a secured, asset-based
lender) exercised, in good faith and, as it relates to the establishment or
increase of Reserves or the adjustment or imposition of exclusionary criteria;
provided that (a) such establishment, increase, adjustment or imposition after
the Closing Date be based on the analysis of facts or events first occurring or
first discovered by the Agent, after the Closing Date or that are materially
different from facts or events occurring or known to the Agent, on the Closing
Date, (b) the imposition or increase of any Reserve shall not duplicate (x) the
exclusionary criteria set forth in the definitions of "Eligible Accounts" and
"Eligible Inventory" in the loan documentation, as applicable (and vice versa),
or (y) any reserves deducted in computing book value or net orderly
liquidation value and (c) the amount of any such Reserve so established or the
effect of any adjustment or imposition of exclusionary criteria shall bear a
reasonable relationship to the effects that form the basis thereunder. Subject to
the foregoing, in exercising such judgment, the Agent may consider any
factors that could increase the credit risk of lending to Borrowers on the
security of the Collateral.

"Seasonal Formula Amount”: 10% of the appraised net orderly liquidation
value of eligible inventory.

Standards of eligibility will be specified in the loan documentation, but in any
event will include the following ineligible categories:

' NTD: Eligible accounts shall include eligible credit card receivables subject to eligibility criteria specific to credit

card receivables.

*NTD: Eligible Inventory will include (i) slow moving inventory which shall be subject to a cap of $5 million and
subject to a separate net orderly liquidation value based upon the current collateral appraisal, (ii) inventory in transit
which shall be subject to a cap of $2.5 million, and (iii) raw materials which shall be subject to a cap of $1 million,
in each case, subject to conditions to be mutually agreed.
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SECURITY:

850531.10-CHISRO1A - M3W

Ineligible Accounts Receivable: (i) accounts outstanding for more than 120
days after the invoice date; (ii) intercompany accounts; (iii) foreign accounts;
(iv) accounts owing by an account debtor as to which 50% or more of the
accounts owing by such account debtor are otherwise ineligible; (v) contra
accounts; (vi) government accounts in excess of $2 million except for
accounts with respect to which the Borrower has complied with the
Assignment of Claims Act; and (vii) accounts owing by any account debtor or
group of affiliated account debtors that are in excess of 20% of total eligible
accounts; and (viii) such other categories as may be agreed in the definitive
documentation.

Ineligible Inventory: (i) obsolete and defective inventory; (ii) work in process;

(iii) returns; (iv) off-site inventory for which appropriate lien releases and
waivers have not been obtained; (v) packing and shipping materials; (vi)
inventory subject to a third party's trademark or other proprietary right, unless
Bank of America is satisfied that it could sell the inventory on satisfactory
terms in a default; and (vii) such other categories as may be agreed in the
definitive documentation.

All obligations to the Agent, the Lenders, and to the affiliates of any Lender
party to a cash management arrangement or hedge agreement with a Borrower
or any subsidiary (the "Secured Parties") will be secured by (a) first priority
liens on all of the Borrowers' and all of the Guarantor's existing and future (i)
inventory, accounts receivable, (ii) instruments, documents, chattel paper,
letter-of-credit rights evidencing, arising from, or substituted for, any of the
forgoing; (iii) money, deposit accounts and securities accounts (excluding
deposit accounts containing solely identifiable proceeds of the Term Loan
Priority Collateral (as defined below)); (iv) all loans payable by a Borrower
or any Guarantor to any other Borrower or Guarantor to the extent made using
the direct proceeds of advances under the Senior Credit Facility; (v) all books,
records, documents and general intangibles with respect to any of the
foregoing; and (vi) all proceeds, supporting obligations and products of the
foregoing, in each case, subject to exceptions to be mutually agreed (the
"Revolving Credit Priority Collateral"), and (b) second priority liens (subject
as to priority only to the liens securing the Term Loan Facility in an amount to
be agreed by Bank of America, SunTrust and the Arrangers, on all other
assets of the Borrowers and the Guarauntors, including, without limitation,
rolling stock, machinery and other equipment, real property, subsidiary capital
stock and intellectual property (the "Term Loan Priority Collateral™), in each
case, excluding the Excluded Property (as defined on Annex A hereto).

The Term Loan Facility will be secured by a second lien on the Revolving
Credit Priority Collateral and by a first lien on the Term Loan Priority
Collateral.

The priority of the security interests and related creditor rights between the
Senior Credit Facility and the Term Loan Facility will be required to be set
forth in an intercreditor agreement (the "Intercreditor Agreement"), which
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MATURITY:

INTEREST RATES:

" PERFORMANCE
PRICING:

UNUSED LINE
FEE:

LETTER OF CREDIT
FEES:

OTHER FEES:
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intercreditor agreement shall be in form and substance acceptable to Bank of
America and SunTrust.

The Senior Credit Facility will mature 5 years after the closing date of the
Senior Credit Facility (the "Closing Date"); provided that in any event the
Term Loan Facility may not mature before the date that is 91 days after the
maturity date of the Senior Credit Facility.

The Senior Credit Facility will bear interest at a rate equal to LIBOR plus 225
basis points or Base Rate plus 125 basis points.

LIBOR and Base Rate will be defined in accordance with the Agent's standard
practices. LIBOR loans will be subject to customary provisions, including
applicable reserve requirements, limits on the number of outstanding LIBOR
loans, and minimum dollar amounts of each LIBOR loan.

The Borrower may elect interest periods of 1, 2, 3 or 6 months for LIBOR
borrowings.

All interest and per annum fees will be calculated on the basis of actual
number of days elapsed in a year of 360 days. If an event of default exists, all
loans and other obligations will bear interest at a rate 200 basis points in
excess of the otherwise applicable rate,

The LIBOR and Base Rate margins will be subject to performance pricing
adjustments with applicable margins ranging from 200 basis points to 250
basis points based upon the Company's fixed charge coverage ratio.

An unused line fee equal to (a) if utilization is less than 50% of the Senior
Credit Facility, 50 basis points per annum, and (b) if utilization is greater than
or equal to 50% of the Senior Credit Facility, 37.5 basis points per annum, in
each case, calculated on the unused portion of the Senior Credit Facility, will
be payable monthly in arrears. For purposes of calculating the unused line fee,
utilization shall include amounts drawn under the swing line facility.

The Borrowers will pay (a) a letter of credit fee monthly in arrears on ali
letters of credit equal to the applicable LIBOR margin; (b) a 0.125% fronting
fee to Bank of America, on the face amount of all outstanding letters of credit,
payable monthly in arrears; and (c) Bank of America's customary fees and
charges in connection with all amendments, extensions, draws and other
actions with respect to letters of credit.

The Borrowers will pay certain other fees in connection with the Senior
Credit Facility to be agreed and set forth in a separate fee letter.
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EXPENSES:
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AND COMMITMENT
REDUCTIONS:
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AND WARRANTIES:
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The Borrowers will pay (a) all reasonable and documented out-of-pocket costs
and expenses (including fees and expenses of one external counsel selected by
Agent and, if necessary, by a single counsel in each appropriate jurisdiction
for all such persons, taken as a whole (absent a conflict of interest), and for
the periods prior to the Closing Date, an additional external counse! for
SunTrust) of Bank of America and the Arrangers associated with the Senior
Credit Facility, taken as a whole, including costs and expenses of (i) Bank of
America's and the Arrangers' due diligence, including field examinations,
appraisals and environmental audits, and (ii) syndicating and administering
the Senior Credit Facility, and preparing and enforcing all documents relating
thereto; plus (b) Bank of America's standard charges for field examinations,
including a per diem field examiner charge and out-of-pocket expenses. The
Borrowers will remain obligated for all such amounts whether or not the
Senior Credit Facility is consummated.

Loans under the Senior Credit Facility may be prepaid at any time on three
business days' prior notice in writing in the case of LIBOR loans, and on one
business day's prior notice in writing in the case of Base Rate loans, without
premium or penalty (other than, in the case of LIBOR loans, reimbursement of
the Lenders' actual costs in the case of a prepayment other than on the last day
of the relevant interest period), in minimum amounts to be agreed upon and in
each case consistent with facilities of this type.

The unutilized portion of the commitments under the Senior Credit Facility
may, upon five business days' notice, be permanently reduced or terminated
by the Borrowers without premium or penalty, in minimum amounts to be
agreed, in each case consistent with facilities of this type.

The loan documentation will contain customary representations and
warranties, covenants, events of default, and other provisions to be agreed,
including the following:

Only the following representations and warranties will apply (to be applicable
to the Borrowers and their subsidiaries, subject to customary and other
exceptions and qualifications to be agreed upon): organization, existence, and
power; qualification; authorization and enforceability; no conflict;
governmental consents; subsidiaries; accuracy of financial statements and
other information in all material respects; projections; no material adverse
change; absence of litigation; compliance with laws (including PATRIOT
Act, OFAC, ERISA, margin regulations, environmental laws and laws with
respect to sanctioned persons); payment of taxes and other obligations;
ownership of properties; governmental regulation; inapplicability of the
Investment Company Act; validity, priority and perfection of security
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AFFIRMATIVE
COVENANTS:
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interests in the Collateral; intellectual property; treatment as designated senior
debt under subordinated debt documents (if any); use of proceeds; insurance;
no defaults; solvency; casualty; labor matters; trade relations; accounts; surety
obligations; broker fees; burdensome contracts; and payables practices.

Only the following affirmative covenants will apply (to be applicable to the
Borrowers and their subsidiaries), subject to customary and other baskets,
exceptions and qualifications to be agreed upon: maintenance of corporate
existence and rights; performance and payment of taxes and other obligations;
delivery of notices of default and material litigation, ERISA events,
proceedings or investigations not covered by insurance, labor disputes,
defaults or terminations of material contracts, judgments above a threshold to
be agreed, intellectual property claims, violations of law, environmental
releases, discharge or resignation of accountants, opening of new offices or
places of business and material adverse change; maintenance of properties in
good working order; maintenance of books and records; maintenance of
insurance customary for companies similarly situated and against risks, in
amounts and with endorsements acceptable to Agent; compliance with laws;
maintenance and inspection of books and properties; environmental;
additional guarantors and additional collateral, subject to limitations set forth
above under the captions "Guarantors" and "Security"; further assurances in
respect of collateral matters; use of proceeds; material contracts; compliance
with leaseholds; designation as senior debt; landlord and storage agreements;
licenses; and Commodity Exchange Act guarantee or keepwell with respect to
any Borrower that is not an "Eligible Contract Participant" as defined in the
Commodity Exchange Act (7 U.S.C. § 1 et seq. In addition:

The Borrowers shall provide the Agent and the Lenders periodic financial and
coliateral reporting, including annual audited financial statements, monthly
and quarterly internally prepared financial statements, annual financial
projections, and monthly borrowing base certificates, receivables agings and
inventory reports (provided that borrowing base certificates shall be delivered
weekly if excess availability is less than 15% of the Senior Credit Facility at
such time).

The Borrowers' shall cause all proceeds of accounts receivable to be
forwarded to a lockbox or, with the Agent's consent, deposited in a blocked
account; provided, that the Agent will exercise cash dominion only during a
Cash Dominion Trigger Period.

"Covenant Trigger Period": the period (a) commencing on any date in which
excess availability is less than the greater of (i) $17,500,000 and (ii) 10% of
the Senior Credit Facility at such time and (b) continuing until the first date
thereafter on which excess availability has been at least the greater of (i)
$17,500,000 and (ii) 10% of the Senior Credit Facility at all times for 45
consecutive days.
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"Cash Dominion Trigger Period": the period (a) commencing on any date in
which a specified default (to be defined in a manner to be agreed) or an event
of default occurs or excess availability is less than the greater of (i)
$17,500,000 and (ii) 10% of the Senior Credit Facility at such time and (b)
continuing until the first date thereafter on which no default or event of
default has existed for 45 consecutive days and excess availability has been at
least the greater of (i) $17,500,000 and (ii) 10% of the Senior Credit Facility
at all times for 45 consecutive days.

The Borrowers' shall provide the Agent updated appraisals of the Borrowers'
inventory at such times as the Agent may reasonably require (including the
right of the Agent and its representatives to conduct field examinations up to
two times per annum and inventory appraisals up to once per annum;
provided that if excess availability is less than 15% of the Senior Credit
Facility at such time, one additional appraisal and ‘one additional field
examination may be conducted; provided, further, that if an event of default
has occurred and is continuing, additional appraisals and field examinations
may be conducted).

Only the following negative covenants will apply (to be applicable to the
Borrowers and their subsidiaries), subject to customary exceptions and
qualifications and others to be agreed upon (including in any event the
exceptions described below):

1. Limitation on dispositions of assets (with customary exclusions,
including but not limited to dispositions of assets that are obsolete), which
shall (i) permit non-ordinary course dispositions of assets (other than
Revolving Credit Priority Collateral) at any time in an amount not to exceed
the greater of $10 million and 2.5% of consolidated total assets per fiscal
year; (ii) permit other non-ordinary course dispositions of assets (other than
Revolving Credit Priority Collateral); provided that the net proceeds thereof
are applied in accordance with the Term Loan Facility or any replacement
thereof to the extent required thereby; (iii) permit certain scheduled
dispositions so long as (a) the Payment Conditions are satisfied, (b) the Net
Total Leverage Ratio (as defined below) calculated immediately after such
disposition is not greater than the Net Total Leverage Ratio calculated
immediately prior to such disposition, (c) the Net First Lien Leverage Ratio
(as defined below) calculated immediately after such disposition is not greater
than the Net First Lien Leverage Ratio calculated immediately prior to such
disposition, (d) the proceeds of such disposition are applied as agreed in the
definitive loan documentation, (e¢) immediately prior to the disposition, the
Borrowers deliver to the Agent an updated borrowing base certificate
removing the relevant assets and demonstrating that the Payment Conditions
are still satisfied and demonstrating that excess availability shall be greater
than or equal to the greater of (x) 20% of the Senior Credit Facility at such
time and (y) $20 million for the twelve-month period following such
disposition; and (iv) dispositions of inventory in the ordinary course of
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business; provided that, in each case, the Borrowers receive fair market value
(as determined by the Borrowers in good faith) and at least 75% of the
proceeds consist of cash or cash equivalents (including customary designated
non-cash consideration consistent with facilities of this type).

2. Limitation on mergers and acquisitions; provided, however, that
permitted business acquisitions shall be permitted at any time after October 1,
2013, subject to there being no event of default, the Payment Conditions
being satisfied and the satisfaction of other conditions customary for
permitted acquisitions in asset-based loans; provided, further that acquisitions
of non-Borrowers or Guarantors by the Borrowers or any Guarantor shall not
exceed $2.5 million during the term of the Senior Credit Facility (such
acquisitions, "Permitted Acquisitions").

3. Limitations on dividends and stock repurchases and optional redemptions
(and optional prepayments) of debt with carveouts for, among other things, (i)
subject fo customary refinancing conditions, permitted refinancings of such
debt, including, without limitation, refinancings of indebtedness under the
Term Loan Facility with any secured or unsecured indebtedness permitted to
be incurred under the Senior Credit Facility (other than debt under the Senior
Credit Facility); (ii) voluntary prépayments of such debt, including, without
limitation, the Term Loan Facility and any payments pursuant to the Plan of
Reorganization under classes 5 and 6 of the Plan of Reorganization (the
"Specified Unsecured Prepetition Debt"), on or after September 1, 2014 so
long as the Payment Conditions are satisfied; (iii) retirement or repurchase of
debt in exchange for common equity of the Company; and (iv)
dividends/payments at any time on or after September 1, 2014 up to an
amount to be agreed if the Payment Conditions are satisfied.

4. Limitation on indebtedness which shall permit, among other things, (i)
the incurrence of indebtedness in an amount not to exceed the greater of (x)
the greater of $5 million and (y) an amount such that, after giving effect to the
incurrence of such indebtedness and the use of proceeds thereof, the Net First
Lien Leverage Ratio (to be defined as the ratio of total funded debt
outstanding that is secured by liens on Collateral that are pari passu with liens
securing the Term Loan Facility (net of unrestricted cash and cash equivalents
in an amount not to exceed $5 million so long as, for the 30 days preceding
and the 30 days following such incurrence, there have not been, and will not
be, any borrowings under the Senior Credit Facility and the Borrowers have
had such cash for such preceding 30 days) to adjusted EBITDA) (as defined
on Annex B), on a pro forma basis is not greater than the Net First Lien
Leverage Ratio on the Closing Date (assuming, for purposes of this clause (i),
that the Term Loan Facility and all indebtedness incurred under this clause (i)
is included in the definition of the Net First Lien Leverage Ratio) and the
Borrowers shall be in compliance with a Fixed Charge Coverage Ratio (as
defined below) of 1.0 to 1.0, determined on a pro forma basis; (ii) permit the
incurrence of indebtedness so long as at the time of incurrence the Net Total
Leverage Ratio (defined as total funded debt outstanding (net of unrestricted
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cash and cash equivalents in an amount not to exceed $5 million so long as,
for the 30 days preceding and the 30 days following such incurrence, there
have not been, and will not be, any borrowings under the Senior Credit
Facility and the Borrowers have had such cash for such preceding 30 days) to
EBITDA) on a pro forma basis being no greater than a ratio to be agreed and
the Borrowers shall be in compliance with a Fixed Charge Coverage Ratio (as
defined below) of 1.0 to 1.0, determined on a pro forma basis; (iii) the
incurrence of purchase money debt/capital lease obligations in an outstanding
amount not to exceed $15 million; (iv) a general basket for indebtedness in an
outstanding principal amount not to exceed $5 million; (v) permit debt
incurred or assumed in connection with Permitted Acquisitions so long as at
the time of incurrence the Net Total Leverage Ratio on a pro forma basis for
such acquisition is no worse than the Net Total Leverage Ratio in effect
immediately prior to such acquisition; (vi) indebtedness under the Term Loan
Facility in an amount not to exceed $150 million and any refinancing
indebtedness in respect thereof; provided that such refinancing indebtedness
shall not have a greater principal amount than the principal amount of the
indebtedness being refinanced plus accrued interest, fees and premiums (if
any) thereon and reasonable fees and expenses associated with the
refinancing, shall not have a shorter maturity or weighted average life to
maturity than the Term Loan Facility as of the date of such refinancing and
shall comply with other customary refinancing conditions; (vii) indebtedness
under the Specified Unsecured Prepetition Debt to the extent incurred and on
the terms set forth in the Plan of Reorganization; provided that such Specified
Unsecured Prepetition Debt shall not mature, require mandatory prepayments
(other than in connection with a change of control) or require any payment of
cash interest, in each case, prior to September 30, 2014 and shall be subject to
the limitations on voluntary prepayments as set forth in the related negative
covenant; (viii) indebtedness under Permitted Surety Bonds up to an amount
of $30 million; and (ix) indebtedness existing on the Closing Date and
refinancings thereof subject to customary refinancing conditions to be agreed,
including a cap on the principal amount of any refinancing indebtedness
limited to the principal amount of the indebtedness being refinanced plus
accrued interest, fees and premiums (if any) thereon and reasonable fees and
expenses associated with the refinancing and limitations on maturity and
weighted average life..

“Permitted Surety Bonds” shall mean unsecured guarantees and
reimbursement obligations incurred in the ordinary course of business with
respect to surety and appeal bond, performance bonds, bid bonds, appeal
bonds, completion guarantee and similar obligations. Reimbursement
obligations with respect to undrawn Permitted Surety Bonds shall not
constitute indebtedness for purposes of calculating the Net First Lien
Leverage Ratio or the Net Total Leverage Ratio.

Indebtedness incurred pursuant to clauses (i) and (i) above shall also be
subject to the following conditions, such indebtedness (A) shall have a
maturity date that is at least 91 days after the maturity date of the Senior
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Credit Facility, (B) shall have scheduled prepayments not in excess of 1% per
year, {C) shall have mandatory prepayments only in connection with asset
sales (other than sales of Revolving Credit Priority Collateral), changes of
control and excess cash flow; provided that mandatory prepayments in
connection with excess cash flow shall only be permitted if the Payment
Conditions are satisfied, and (C) shall have the same obligors as under the
Senior Credit Facility.

5. Limitation on loans, advances, guarantees and investments, which shall
(i) include a general basket for investments in an outstanding amount not to
exceed $5 million (provided that any Permitted Acquisitions of non-
Borrowers or Guarantors shall be included under this clause (i)); (ii) Permitted
Acquisitions; and (iii) in addition, permit unlimited investments at any time
on or after September 1, 2014 (or October 1, 2013 in connection with
investments in joint ventures) if the Payment Conditions are satisfied;
provided that this clause (iii) shall not be available for acquisitions unless the
conditions for Permitted Acquisitions are also satisfied.

6. Limitation on liens, which shall (i) permit the incurrence of liens on
assets of non-Borrower or non-Guarantor subsidiaries so long as such liens
secure obligations of such subsidiaries that are otherwise permitted; (ii)
permit the incurrence of liens that are pari passu, senior or junior liens, on the
Term Loan Priority Collateral (including liens securing notes or additional
credit facilities) so long as such liens are junior to the Senior Credit Facility
on the Revolving Credit Priority Collateral; (iii) permit liens existing on the
Closing Date and refinancings thereof; and (iv) include a general basket for
liens in an outstanding amount not to exceed $2.5 million.

7. Limitation on transactions with affiliates.
8. Limitation on sale/leaseback transactions.

9. Limitation on changes in the business of the Borrowers and their
subsidiaries.

10. Limitation on restrictions. of subsidiaries to pay dividends or make
distributions, to repay intercompany indebtedness, to incur or repay borrowed
money or to modify, extend or renew any agreement evidencing borrowed

money, and limitation on negative pledges.

11. Limitation on tax consolidation, material accounting changes and
changes to fiscal year.

12. Limitation on subsidiaries.
13. Limitation on amendments to organizational documents.

14. Limitation on hedging agreements.

11
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15. Limitation on amendments to (i) the Term Loan Facility to the extent
such amendments would (A) change specific terms thereof (such terms to be
agreed and set forth in the definitive documents) or (B) be otherwise
prohibited by the Intercreditor Agreement and (ii) the Specified Unsecured
Prepetition Debt to the extent such amendments would (A) provide for any
mandatory prepayments (other than in connection with a change of control) or
require any cash interest to be paid, in each case, prior to September 30, 2014
or (B) shorten the maturity or weighted average life to maturity of such
Specified Unsecured Prepetition Debt .

16. Limitation on the establishment of any defined benefit plans.

17. Limitation on the payment of any Delayed Admin Claim (as defined
below) on or prior to August 31, 2013.

"Payment Conditions" shall mean (i) no default or event of default exists or
would result from the specified activity; (ii) excess availability on the date of
such determination, before and after giving pro forma effect to such specified
activity, is greater than or equal to the greater of (a) 20% of the Senior Credit
Facility at such time and (b) $20 million; (iii) the average daily amount of
excess availability for the 60-day period immediately preceding such
specified activity shall have been greater than or equal to the greater of (a)
20% of the Senior Credit Facility at such time and (b) $20 million, calculated
on a pro forma basis assuming such specified activity occurred on the first day
of such 60-day period; (iv) the Borrowers shall be in compliance with a Fixed
Charge Coverage Ratio (as defined below) for the trailing twelve-month
period ended immediately prior to such date of 1.0 to 1.0, determined on a pro
forma basis assuming such specified activity occurred on the first day of such
period; and (v) the Borrowers shall have delivered a certificate to Agent
certifying as to clauses (i) through (iv) above and setting forth projections
prepared in good faith demonstrating that excess availability shall be greater
than or equal to the greater of (a) 20% of the Senior Credit Facility at such
time and (b) $20 million for the greater of (x) the 90-day period following
such specified activity and (y) the period following such specified activity up
to and including August 31 of such year (or the following year if such
specified activity occurs after August 31 of such year).

Financial covenants will be limited to a minimum fixed charge coverage ratio
of at least 1.00 to 1.00 tested on a trailing twelvé-month period on the last day
of each month, applicable on and after the last day of the month immediately
preceding the commencement of a Covenant Trigger Period and during such
Covenant Trigger Period.

Consolidated Net Income, EBITDA, Fixed Charge Coverage Ratio, Fixed
Charges to be defined as set forth Annex B hereto,

12
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In order fo facilitate the administration of the Senior Credit Facility and the
Agent's security interest in the Borrowers' assets, the Borrowers will use
commercially reasonable efforts to, by no later than February 28, 2014,
maintain Bank of America as the Borrowers' principal depository bank,
including for the maintenance of operating and deposit accounts, lockbox
administration, funds transfer, information reporting services and other
treasury management services; provided that the Agent’s fees and expenses in
connection with such cash management and bank products shall be customary
for current market conditions.

The extension of the Semior Credit Facility is subject to fulfillment of the
following:

1. The execution and delivery, in form and substance reasonably
acceptable to Bank of America, SunTrust and the Arrangers and their
counsel, of agreements, documents, instruments, financing statements,
lien searches, secretary's and other closing certificates, a solvency
certificate, consents, landlord waivers, documents indicating
compliance with all applicable federal and state environmental laws
and regulations, evidences of corporate authority, opinions of counsel
(including opinions of local counsel for each jurisdiction in which a
Borrower or Guarantor is organized), the Intercreditor Agreement,
insurance certificates, flood plain searches and evidence of related
flood insurance and such other documents (provided that (x) the
Borrower shall only be required to use commercially reasonable efforts
to deliver landlord waivers (it being understood that, for any location
for which no landlord waiver has been delivered, a reserve will be put
into place) and (y) real estate and mortgage related documents (other
than flood plain searches and evidence of related flood insurance) may
be delivered post-closing to the extent agreed to by the agent under the
Term Loan Facility) to confirm and effectuate the Senior Credit
Facility and the Agent's and the Lenders' first priority liens, as may be
required by Bank of America, SunTrust and the Arrangers and their
counsel (it being understood that, to the extent any security interest in
the Collateral or any other deliverable related to the perfection of
security interest in the Collateral (other than (x) any Collateral the
security interest in which may be perfected by the filing of a UCC
financing statement and (y) any deposit accounts perfected by control
agreements) is or cannot be provided and/or perfected on the Closing
Date, the provision and/or perfection of such security interest shall be
delivered after the Closing Date pursuant to timing to be agreed).

2. Since April 28, 2012, there has been no circumstance, event or
condition that has or could reasonably be expected to have a material
adverse effect on the business, assets, liabilities, operations, or
financial condition of the Borrowers, taken as a whole (excluding the
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filing of the Cases and any historical events associated with such filing,
and any events that customarily occur as part of a proceeding under
Chapter 11 of the Bankruptcy Code).

No action, suit, investigation, litigation or proceeding pending or
threatened in any court or before any arbitrator or governmental
instrumentality that (a) could reasonably be expected to have a material
adverse effect on the business, assets, liabilities, operations, or
financial condition of the Borrowers, taken as a whole, or could impair
the Borrowers' ability to perform satisfactorily under the Senior Credit
Facility; or (b) could reasonably be expected to materially and
adversely affect the Senior Credit Facility or the transactions
contemplated thereby.

Receipt by Bank of America and the Arrangers, in form and substance
satisfactory to them, of (a) a pro forma balance sheet of the Company
and its subsidiaries dated as of the Closing Date and giving effect to
the effectiveness of the Plan of Reorganization, (b) financial
projections of the Company and its subsidiaries, evidencing the
Borrowers' ability to comply with the financial covenant set forth in
the loan documentation, and (c) interim financial statements for the
Company and its subsidiaries as of a date not more than 30 days prior
to the Closing Date.

Reasonably satisfactory evidence that the Borrowers have received all
governmental and third party consents and approvals as may be
appropriate in connection with the Plan of Reorganization, the Senior
Credit Facility, the Term Loan Facility and the transactions
contemplated thereby (collectively, the "Transactions™).

All supplements to the Plan of Reorganization shall be in form and
substance satisfactory to Bank of America, SunTrust and the
Arrangers. Bank of America, SunTrust and the Arrangers shall have
received a final collateral appraisal and field examination addressed or
assigned to each of them and upon which each of them are entitled to
rely and to share with potential lenders. Such collateral appraisal and
field examination shall be, in each case, satisfactory to Bank of
America, SunTrust and the Arrangers.

Bank of America shall have received a borrowing base certificate
prepared as of the Friday immediately prior to the Closing Date. Upon
giving effect to the initial funding of loans and issuance of letters of
credit, the consummation of the Transactions and the payment by the
Borrowers of all fees and expenses incurred in connection with the
Transactions (including but not limited to administrative costs, cure
costs, and the funding of cash out options for trade and other unsecured
claims), including those payable post-closing, as well as any payables
stretched beyond their customary payment practices, excess
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10.

availability shall be at least $25 million; provided that if any holder of
an Allowed Administrative Claim (as defined in the Plan of
Reorganization) agrees to delay payment on such claim to no earlier
than August 31, 2013 (provided however that such fees, to the extent
allowed, shall be paid as soon as practicable thereafter) (and such
agreement shall have been approved by the Bankruptcy Court) (such
delayed claims, the “Delayed Admin Claims™), excess availability on
the Closing Date shall be calculated without giving effect to the
payment of such Delayed Admin Claims. In addition, Bank of
America, SunTrust and the Arrangers shall have received, in form and
substance satisfactory to them, a 13-week cash flow statement
commencing on the Closing Date and ending 13 weeks thereafter,
demonstrating that excess availability under the Senior Credit Facility
is not less than $25 million at any time during such 13-week period.

Concurrently with the closing of the Senior Credit Facility, the
obligations under each of the ABL DIP Facility, the Ad Hoc DIP
Facility and the Bayside DIP Facility (each as defined in the Plan of
Reorganization, collectively the "DIP Facilities") shall have been
discharged and satisfied in full, all commitments thereunder shall have
been terminated, any unexpired letters of credit issued thereunder shall
have been returned, collateralized or rolled into the Senior Credit
Facility in accordance with the terms of the Plan of Reorganization and
all Liens securing the DIP Facilities shall have been released, and Bank
of America, SunTrust and the Arrangers shall have received evidence
reasonably satisfactory to it of such prepayment in full, termination,
return, collateralization or roll and release (it being understood and
agreed that such evidence shall be a payoff letter from the
administrative agent under each of the DIP Facilities reasonably
satisfactory to Bank of America, SunTrust and the Arrangers) and (ii)
after consummation of the Plan of Reorganization and giving effect to

.the Transactions, the Borrowers and Guarantors shall have no

outstanding Indebtedness, contingent liabilities or claims against them,
except as expressly contemplated by the Plan of Reorganization and
expressly permitted under the Senior Credit Facility loan
documentation.

Entry by the Borrowers into the Term Loan Facility in an amount not
to exceed $125 million on terms acceptable to Bank of America,
SunTrust and the Arrangers and Bank of America's, SunTrust's and the
Arrangers' satisfaction with the Borrowers' capital structure.

The Plan of Reorganization shall have been confirmed by the
Bankruptcy Court pursuant to a confirmation order, which
confirmation order (a) shall be in form and substance satisfactory to
Bank of America, SunTrust and the Arrangers; (b) shall be in full force
and effect, unstayed, final and non-appealable and not subject to any
appeal, motion to stay, motion for rehearing or reconsideration or a
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12.

13.

14.

15.

petition for writ of certiorari, unless waived by Bank of America,
SunTrust and the Arrangers in writing in their sole discretion; (¢) shall
not have been reversed, vacated, amended, supplemented or otherwise
modified in any manner without the written consent of Bank of
America, SunTrust and the Arrangers and (d) shall approve the Senior
Credit Facility and grant and establish the priority of liens and security
interests as contemplated herein, and provide that the Senior Credit
Facility and all loan and collateral documents related thereto or
executed in connection therewith are fully enforceable.

The Approval Order (as defined in the Commitment Letter) (a) shall be
in full force and effect, unstayed and final and non-appealable, (b) shall
not be subject fo a motion to stay, a motion for rehearing or
reconsideration or a petition for a writ of certiorari and (c) shall not
have been amended, supplemented or otherwise modified without the
written consent of Bank of America and the Arrangers, reversed or
vacated.

(a) All conditions precedent to the effectiveness of the Plan of
Reorganization shall have been or shall substantially concurrently be
satisfied or, with the consent of Bank of America, SunTrust and the
Arrangers, waived, (b) the effective date of the Plan of Reorganization
shall have occurred on or before the Closing Date and (c) the
substantial consummation (as defined in Section 1101 of the
Bankruptcy Code) of the Plan of Reorganization in accordance with its
terms shall occur substantially contemporaneously with the Closing
Date.

Concurrently with the Closing of the Senior Credit Facility, the
Borrowers shall have paid all fees and expenses to be paid to Bank of
America, the Arrangers and the Lenders on the Closing Date.

Bank of America and the Lenders shall have received all
documentation and instruments required by regulatory authorities with
respect to the Borrowers under applicable "know your customer" and
anti-money laundering rules and regulations, including without
limitation the Patriot Act, that has been reasonably requested by the
Lenders in advance of the Closing Date.

The Borrower’s trade terms on the Closing Date shall not be materially
less favorable to the Botrrower than the Borrower’s trade terms set forth
on Annex C hereto.

Only the following (subject to customary thresholds and grace periods to be
agreed upon and applicable to the Borrowers and their subsidiaries):
nonpayment of principal, interest or other amounts; violation of covenants;
incorrectness of representations and warranties in any material respect; cross-
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defaults; bankruptcy and similar events; material judgments; ERISA events;
actual or asserted invalidity of guarantees or security documents; damage with
respect to any Collateral above an amount to be agreed; prevention by any
governmental authority from conducting any material part of its business or a
loss, tevocation or termination of any material license, permit, lease or
agreement necessary to its business or there is a cessation of any material part
of any Borrower's or any Guarantor's business for a material period of time; or
any material Collateral is taken or impaired through condemnation; and
change of control (to be defined in a manner to be agreed).

Usual for facilities and transactions of this type, including "yank-a-bank"
provisions.

The Lenders will be permitted to assign loans and commitments under the
Senior Credit Facility with the consent of the Company (not to be
unreasonably withheld or delayed); provided that such consent of the
Company shall not be required (i) if such assignment is made to another
Lender or an affiliate or approved fund of a Lender or (ii) after the occurrence
and during the continuance of an event of default (provided that such consent
of the Company shall be deemed to have been given if the Company has not
responded within five business days after the request for such consent). All
assignments will also require the consent of the Agent, the swing line lender
and the issuing bank, not to be unreasonably withheld or delayed. No
Borrower nor any of its affiliates shall be eligible assignees.

This term sheet sets forth the material terms of the Senior Credit Facility, and
to the extent that it does not summarize all of the conditions, covenants,
representations, warranties and other provisions that will be contained in
definitive legal documentation for the Senior Credit Facility, such terms,
conditions and provisions of the Senior Credit Facility shall be consistent with
this term sheet and any additional terms shall be mutually agreed.

17



Case 13-10125-KJC Doc 1044-1 Filed 05/15/13 Page 31 of 45
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"Excluded Property" shall mean: (i) any fee-owned real property with a fair market value of less than an
amount fo be agreed (with all required mortgages being permitted to be delivered post-closing) and all
leasehold interests in real property; (ii) motor vehicles and other assets subject to certificates of title, letter
of credit rights (other than to the extent such rights can be perfected by filing a UCC-1) and commercial
tort claims with a value of less than an amount to be agreed; (iii) pledges and security interests prohibited
by applicable law, rule, regulation or contractual obligation (in each case, except to the extent such
prohibition is unenforceable after giving effect to applicable provisions of Article 9 of the Uniform
Commercial Code); (iv) equity interests in any person (other than wholly owned subsidiaries) to the
extent not permitted by the terms of such person's organizational or joint venture documents; (v) assets to
the extent a security interest in such assets could reasonably be expected to result in material adverse tax
consequences as determined in good faith by the Borrowers; (vi) any lease, license or other agreement to
the extent that a grant of a security interest therein would violate or invalidate.such lease, license or
agreement or create a right of termination in favor of any other party thereto (other than any Borrower or
Guarantor) after giving effect to the applicable anti-assignment provisions of the Uniform Commercial
Code; (vii) those assets as to which Agent and the Borrowers reasonably agree that the cost or other
consequence of obtaining such a security interest or perfection thereof are excessive in relation to the
value afforded thereby; (viii) any governmental licenses or state or local franchises, charters and
authorizations, to the extent security interests in such licenses, franchises, charters or authorizations are
prohibited or restricted thereby after giving effect to the applicable anti-assignment provisions of the
Uniform Commercial Code; (ix) "intent-to-use" trademark applications; (x) other customary exclusions
under applicable local law or in applicable local jurisdictions; and (xi) other exceptions to be mutually
agreed upon. In addition, in no event shall (1) notices be required to be sent to account debtors or other
contractual third-parties prior to the occurrence and during the continuance of an event of default or
(2) security documentation be governed by the law of the jurisdiction in which assets are located unless
such jurisdiction is also the jurisdiction of organization of the person granting such lien or any other
grantor or the United States or any state thereof or the District of Columbia.

18
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"Consolidated Net Income" shall mean, with respect to the Company and its subsidiaries on a
consolidated basis for any period, net income for such period but excluding net income (or loss)
attributable to the equity method of accounting unless such net income has been distributed by way of an
ordinary dividend in cash to the Company or any subsidiary.

"EBITDA" shall mean, with respect to the Company and its subsidiaries on a consolidated basis for any
period, the Consolidated Net Income of the Company and its subsidiaries for such period plus (a) the sum
of (in each case without duplication and to the extent the respective amounts described in subclauses i)
through (x) of this clause (a) reduced such Consolidated Net Income (and were not excluded therefrom or
added thereto) for the respective period for which EBITDA is being determined):

1) provision for taxes based on income, profits or capital of the Company
and its subsidiaries for such period, including, without limitation, state, franchise and
similar taxes;

(ii) interest expense (and to the extent not included in interest expense,

(x) all cash dividend payments (excluding items eliminated in consolidation) on any
series of preferred stock or disqualified stock and (y) costs of surety bonds in connection
with financing activities) of the Borrower and the Subsidiaries for such period;

(ii1) depreciation and amortization expenses of the Borrower and the
Subsidiaries for such period including the amortization of intangible assets, deferred
financing fees and capitalized software expenditures and amortization of unrecognized
prior service costs;

@iv) (A) non-recurring, unusual or extraordinary charges for such period, (B)
business optimization expenses and other restructuring charges or reserves (which, for the
avoidance of doubt, shall include the effect of inventory optimization programs, facility
closure, facility consolidations, duplicative facility costs, retention, severance, systems
establishment costs, contract termination costs, future lease commitments and excess
pension charges), and (C) cash expenses relating to earn outs and similar obligations;
provided that the aggregate amount to be added back pursuant to this clause (iv) shall not
exceed, (1) for the fiscal year ending April 30, 2014, $7 million, (2) for the fiscal year
ending April 30, 2015, 10% of EBITDA for such period plus any unused addback amount
remaining from the prior fiscal year, and (3) for each fiscal year thereafter, 10% of
EBITDA; ‘

v) any other non-cash charges; provided, that for purposes of this
subclause (vi) of this clause (a), any non-cash charges or losses shall be treated as cash
charges or losses in any subsequent period during which cash disbursements attributable
thereto are made (but excluding, for the avoidance of doubt, amortization of a prepaid
cash item that was paid in a prior period);

(vi) any expenses or charges (other than depreciation or amortization expense
as described in the preceding clause (iii)) related to any issuance of equity interests,
investment, acquisition, disposition, recapitalization or the incurrence, modification or
repayment of indebtedness permitted to be incurred by the Senior Credit Facility loan
documentation (including a refinancing thereof) (whether or not successful), including
(x) such fees, expenses or charges related to the Term Loan Facility, the Senior Credit
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Facility and the Specified Unsecured Prepetition Debt and (y) any amendment or other
modification of the Obligations or other Indebtedness;

(vii) non-cash expenses in connection with expensing stock options or other
equity compensation grants for such period;

(viii) costs associated with, or in anticipation of, or preparation for,
compliance with the requirements of the Sarbanes-Oxley Act of 2002 and the rules and
regulations promulgated in connection therewith and public company costs;

(ix) to the extent deducted from Consolidated Net Income for such period,
(A) cash fees, costs, expenses, commissions and other cash charges paid on or before
June 30, 2013 (or, September 15, 2013 in the case of the payment on any Delayed Admin
Claims) in connection with this Senior Credit Facility, the Term Loan Facility, the
Specified Unsecured Prepetition Debt, the Cases, the Plan of Reorganization and the
transactions contemplated by the foregoing, including in connection with the termination
or settlement of executor contracts, professional and accounting fees, costs and expense,
management incentive, employee retention or similar plans, and litigation and settlements
{but excluding interest and fees accruing after the Closing Date hereunder); provided that
the aggregate amount to be added back pursuant to this clause (ix)(A) for all such periods
shall not exceed $35 million and (B) amounts paid in connection with the make-whole
litigation in the Cases, in an aggregate amount to be added back to this clause (ix)(B) not
to exceed $25 million; and

) for the fiscal year ended April 30, 2014, solely in connection with the
asset divestitures set forth on Schedule [ ], business optimization expenses and other
restructuring charges or reserves (which, for the avoidance of doubt, shall include the
effect of inventory optimization programs, facility closure, facility consolidations,
duplicative facility costs, retention, severance, systems establishment costs, contract
termination costs, future lease commitments and excess pension charges); provided, that
with respect to each business optimization expense or other restructuring charge, a
responsible officer of the Borrower shall have delivered to the Administrative Agent an
officer's certificate specifying and quantifying such expense or charge; provided that the
aggregate amount to be added back pursuant to this clause (x) shall not exceed $3
million;

minus (b) the sum of (without duplication and to the extent the amounts described in this clause (b)
increased such Consolidated Net Income for the respective period for which EBITDA is being
determined) non-cash items increasing Consolidated Net Income of the Borrower and the Subsidiaries for
such period (but excluding any such items (A) in respect of which cash was received in a prior period or
will be received in a future period or (B) which represent the reversal of any accrual of, or cash reserve
for, anticipated cash charges that reduced EBITDA in any prior period), minus (¢) non-recurring, unusual
or extraordinary gains increasing Consolidated Net Income of the Company and its subsidiaries for such
period to the extent non-recurring, unusual or extraordinary losses could be added back for such period,
and minus (d) any cash payments made in respect of non-cash charges added back in a prior period.

20
850531.10-CHISRO1A - MSW



Case 13-10125-KJC Doc 1044-1 Filed 05/15/13 Page 34 of 45

For purposes of determining the Fixed Charge Coverage Ratio, Consolidated EBITDA for each of the
months ending on or prior to May 31, 2013 shall be deemed to be equal to the amounts set forth in the
table below.?

Month EBITDA (in millions)
June 30, 2012 $93

July 31, 2012 $30.9

August 31, 2012 $23.8

September 30, 2012 $9.9

October 31, 2012 $1.7

November 30, 2012 $@©.1
December 31, 2012 $(5.9

January 31, 2013 $(4.0)
February 28, 2013 $(4.6)
March 31, 2013 $3.0)
April 30, 2013 $ (1.5)
May 31, 2013 5.6

"Fixed Charge Coverage Ratio", shall mean, for any measuring period, the ratio of (i) EBITDA, minus
Capital Expenditures (except those financed with borrowed money other than loans under the Senior
Credit Facility), minus capitalized investment and development costs, to (ii) Fixed Charges.

"Fixed Charges" shall mean (i) cash interest expense, plus (ii) all principal payments in respect of
indebtedness (other than mandatory prepayments of the Term Loan Facility in connection with asset
sales), plus (iii) the aggregate amount of net Federal, state, local and foreign income taxes and franchise
and similar taxes paid in cash during such period, plus (iv) cash dividend payments and distributions on
account of equity interests, plus (v) cash costs of surety bonds to the extent not deducted from
Consolidated Net Income; provided that, for purposes of calculating the Payment Conditions, the amount
described in clause (iii) above shall be determined on a pro forma basis by disregarding any reduction in
the tax basis of current assets pursuant to Sections 108 and 1017 of the Internal Revenue Code as a result
of the discharge of indebtedness occurring in connection with the chapter 11 cases for the four fiscal
quarter of 2015; provided, further, that any reduction in clause (iii) above due to the immediately
preceding proviso shall be limited to $10 million.

3 NTD: Subject to further review by the Commitment Parties.
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Execution Version

MERRILL LYNCH, PIERCE, SUNTRUST ROBINSON HUMPHREY, INC.
FENNER & SMITH INCORPORATED SUNTRUST BANK
BANK OF AMERICA, N.A. 3333 Peachtree Rd Ne., 10" Floor
One Bryant Park Atlanta, GA 30326

New York, New York 10036
May 13, 2013

School Specialty, Inc.
W6316 Design Drive
Greenville, WI 54942

Re: Senior Secured Asset-Based Loan Facility
Ladies and Gentlemen:

This letter agreement (the "Fee Letter") is delivered to you in connection with the Commitment Letter of
even date herewith (together with the Summary of Terms attached thereto, the "Commitment Letter")
among you and the Commitment Parties (as defined therein) party thereto, regarding the arrangement,
underwriting and syndication of senior secured credit facilities in an aggregate principal amount of $175
million (the "Senior Credit Facility") for the purpose of financing in part the costs and expenses related to
the Transaction (as defined in the Commitment Letter) and the ongoing working capital and other general
corporate purposes of the School Specialty, Inc. (the "Company") and its subsidiaries after consummation
of the Plan of Reorganization (as defined in the Commitment Letter). Unless otherwise defined herein,
capitalized terms shall have the same meanings as specified therefor in the Commitment Letter. In
connection with, and in consideration of the agreements contained in, the Commitment Letter, you agree
with the Commitment Parties as follows:

Underwriting Fee: The Borrowers shall pay % of the Senior Credit Facility, to be shared
equally between Bank of America, N.A. ("Bank of America") and SunTrust
Bank ("SunTrust"), and to be allocated among Lenders at the sole discretion of
the Commitment Parties. The Underwriting Fee shall be earned upon your
acceptance of the Commitment Letter and shall be payable in full upon the
Closing Date (subject to entry of the Approval Order).

All fees described in this Fee Letter shall be fully earned upon becoming due and payable in accordance
with the terms hereof, shall be nonrefundable for any reason whatsoever and shall be in addition to any
other fees, costs and expenses payable pursuant to the Commitment Letter, any other Fee Letter, or the
definitive documentation for the Senior Credit Facility. The fees set forth in this Fee Letter shall be
payable without setoff, defense or counterclaim of any kind, and are in addition to any other fee, cost or
expense payable pursuant to the Commitment Letter, any other Fee Letter, or the definitive
documentation for the Senior Credit Facility. These fees constitute compensation for services rendered
and do not constitute interest or a charge for the use of money.

Sharing of fees with other Lenders shall be at the sole discretion of the Commitment Parties. Each of the
Committed Lenders reserves the right to allocate, in whole or in part, to its affiliates certain fees payable
to such Committed Lender hereunder in such manner as such Committed Lender and such affiliates shall
agree in their sole discretion.
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[REDACTED]

This letter is subject to the provisions specified in the Commitment Letter, including its submission to
governing law, submission to jurisdiction, confidentiality and indemnification provisions. It is-understood
that this letter agreement shall not constitute or give rise to any obligation on the part of any Commitment
Party to provide or arrange any financing; such an obligation will arise only under the Commitment Letter
if accepted in accordance with its terms. This letter agreement may not be amended or any provision
hereof waived or modified except by an instrument in writing signed by each of the parties hereto. THIS
LETTER AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE
WITH, THE LAWS OF THE STATE OF NEW YORK., This letter agreement may be executed in any
number of counterparts, each of which shall be an original and all of which, when taken together, shall
constitute one agreement. Delivery of an executed counterpart of a signature page of this letter agreement
by facsimile or other electronic transmission shall be effective as delivery of a manually executed
counterpart of this letter agreement.

[Remainder of page intentionally left blank.]
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Very truly yours,

BANK OF AMERICA, N.A.

By:
Name:
Title:

MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED

By:
Name:
Title:

[Signature Page to Fee Letter]
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SUNTRUST BANK

By:
Name:
Title:

SUNTRUST ROBINSON HUMPHREY, INC.

By:
Name:
Title:

[Signature Page to Fee Letter]
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Accepted and Agreed to as of
May _ ,2013:

SCHOOL SPECIALTY, INC.

By:

Name:
Title:

[Signature Page to Fee Letter]
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Execution Version

BANK OF AMERICA, N.A.
One Bryant Park
New York, New York 10036

May 2013

School Specialty, Inc.
W6316 Design Drive
Greenville, W1 54942

Re: Senior Secured Asset-Based Loan Facility
Ladies and Gentlemen:

This letter agreement (the "Fee Letter") is delivered to you in connection with the Commitment Letter of
even date herewith (together with the Summary of Terms attached thereto, the "Commitment Letter")
among you and the Commitment Parties (as defined therein) party thereto, regarding the arrangement,
underwriting and syndication of senior secured credit facilities in an aggregate principal amount of $175
million (the "Senior Credit Facility") for the purpose of financing in part the costs and expenses related to
the Transaction (as defined in the Commitment Letter) and the ongoing working capital and other general
corporate purposes of the School Specialty, Inc. (the "Company") and its subsidiaries after consummation
of the Plan of Reorganization (as defined in the Commitment Letter). Unless otherwise defined herein,
capitalized terms shall have the same meanings as specified therefor in the Commitment Letter. In
connection with, and in consideration of the agreements contained in, the Commitment Letter, you agree
with the Bank of America as follows:

Administrative You will pay an annual administrative agent fee of $ to Bank of

Agency Fee: America, for its own account as Administrative Agent for the Lenders under the
Senior Credit Facility, annually in advance on the Closing Date (subject to entry
of the Approval Order) and on each anniversary thereof, until the Senior Credit
Facility is terminated in full.

All fees described in this Fee Letter shall be fully earned upon becoming due and payable in accordance
with the terms hereof, shall be nonrefundable for any reason whatsoever and shall be in addition to any
other fees, costs and expenses payable pursuant to the Commitment Letter, any other Fee Letter, or the
definitive documentation for the Senior Credit Facility. The fees set forth in this Fee Letter shall be
payable without setoff, defense or counterclaim of any kind, and are in addition to any other fee, cost or
expense payable pursuant to the Commitment Letter, any other Fee Letter, or the definitive
documentation for the Senior Credit Facility. These fees constitute compensation for services rendered
and do not constitute interest or a charge for the use of money.

Sharing of fees with other Lenders shall be at the sole discretion of Bank of America. Bank of America
reserves the right to allocate, in whole or in part, to its affiliates certain fees payable to Bank of America
hereunder in such manner as Bank of America and such affiliates shall agree in their sole discretion.

This letter is subject to the provisions specified in the Commitment Letter, including its submission to
governing law, submission to jurisdiction, confidentiality and indemnification provisions, It is understood
that this letter agreement shall not constitute or give rise to any obligation on the part of Bank of America
or MLPFS to provide or arrange any financing; such an obligation will arise only under the Commitment
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Letter if accepted in accordance with its terms. This letter agreement may not be amended or any
provision hereof waived or modified except by an instrument in writing signed by each of the parties
hercto. THIS LETTER AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK. This letter agreement may be
executed in any number of counterparts, each of which shall be an original and all of which, when taken
together, shall constitute one agreement. Delivery of an executed counterpart of a signature page of this
letter agreement by facsimile or other electronic transmission shall be effective as delivery of a manually
executed counterpart of this letter agreement.

[Remainder of page intentionally left blank.]
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Very truly yours,

BANK OF AMERICA, N.A.

By:
Name:
Title:

MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED

Name:
Title:

[Signature Page to Bank of America Fee Letter]
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Accepted and Agreed to as of

April _,2013:

SCHOOL SPECIALTY, INC.
By:

Name:

Title:

[Signature Page to Bank of America Fee Letter]
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EXHIBIT B

Contract Assumption List
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