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PART I — FINANCIAL INFORMATION

ITEM 1. Condensed Consolidated Unaudited Financial Statements

SCHOOL SPECIALTY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

ASSETS
Current assets:
Cash and cash equivalents

Accounts receivable, less allowance for doubtful accounts of

$1,291, $806, and $1,145, respectively
Inventories, net
Deferred catalog costs
Prepaid expenses and other current assets
Refundable income taxes
Assets held for sale
Total current assets
Property, plant and equipment, net
Goodwill
Intangible assets, net
Development costs and other
Deferred taxes long-term
Investment in unconsolidated affiliate

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
Current maturities—long-term debt
Accounts payable
Accrued compensation
Deferred revenue
Other accrued liabilities
Total current liabilities
Long-term debt—less current maturities
Other liabilities
Total liabilities
Commitments and contingencies—Note 18
Stockholders’ equity:

(In Thousands)

Preferred stock, $0.001 par value per share, 500,000 shares

authorized; none outstanding

Common stock, $0.001 par value per share, 2,000,000 shares

authorized; 1,000,004 shares outstanding
Capital in excess of par value
Accumulated other comprehensive loss
Retained eamings (accumulated deficit)
Total stockholders’ equity
Total liabilities and stockholders’ equity

October 24, 2015

April 25, 2015

October 25, 2014

$ 8642 $ 8920 $ 10,253
129,408 58,685 117,990
81,297 96,935 70,147
1,318 7424 2,351
14,454 15,868 16,498
627 1,549 554

— — 2,200
235,746 189,381 219,993
28,109 32,024 37,618
21,588 21,588 21,588
39,253 41,055 46,009
24,360 28,187 32,034

5 2 13

715 715 715

$ 349,776 $ 312952 $ 357970

$ 28,500 $ 25644 S 10,273
35,176 41,587 36,348
14,097 7341 12,046
3,272 2,490 2,928
17,923 11,724 14,640
98,968 88,786 76,235
148,548 156,549 156,510
1,039 1,240 807
248,555 246,575 233,552

1 1 1
119,065 118,544 119,533
(1,611) (1,151) (568)
(16,234) (51,017) 5452
101,221 66,377 124,418

$ 349,776 $ 312952 $ 357,970

See accompanying notes to condensed consolidated financial statements.
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SCHOOL SPECIALTY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(In Thousands, Except Per Share Amounts)

For the Three Months Ended For the Six Months Ended
October 24, 2015 October 25, 2014 October 24, 2015 October 25, 2014
Revenues $ 245,148  § 238,670  $ 444,678 $ 438,139
Cost of revenues 156,615 151,848 278,143 272,751
Gross profit 88,533 86,822 166,535 165,388
Selling, general and administrative expenses 61,157 67,893 118,891 129,835
Facility exit costs and restructuring 587 1,929 779 2,062
Operating income 26,789 17,000 46,865 33,491
Other expense (income):
Interest expense 4,871 5,206 9,909 10,481
Change in fair value of interest rate swap (58) 42 (116) 29
Loss on prepayment of long-term
indebtedness 200 — 200 —
Loss on early extinguishment of debt 877 — 877 —
Reorganization items, net — — — 271
Income before provision for (benefit from) income
taxes 20,899 11,752 35,995 22,710
Provision for (benefit from) income taxes 1,074 (171) 1,212 (227)
Net income $ 19,825 $ 11,923 $ 34,783 $ 22,937
Weighted average shares outstanding:
Basic 1,000 1,000 1,000 1,000
Diluted 1,000 1,000 1,000 1,000
Net Income per Share:
Basic $ 19.83 $ 1192  § 34.78 $ 22.94
Diluted $ 19.83 $ 1192  § 34.78 $ 22.94

See accompanying notes to condensed consolidated financial statements.



SCHOOL SPECIALTY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)

(In Thousands)
For the Three Months Ended For the Six Months Ended
October 24, 2015 October 25, 2014 October 24, 2015 October 25, 2014
Net income $ 19,825 $ 11,923 $ 34,783 $ 22,937
Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments (50) (352) (460) (154)
Total comprehensive income $ 19,775 $ 11,571 $ 34,323 $ 22,783

See accompanying notes to condensed consolidated financial statements.
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SCHOOL SPECIALTY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(In Thousands)

For the Six Months Ended
October 24, 2015 October 25, 2014

Cash flows from operating activities:
Net income $ 34,783 $ 22,937
Adjustments to reconcile net income to net cash used in operating activities:

Depreciation and intangible asset amortization expense 8,540 9,052
Amortization of development costs 4,333 6,949
(Gain) loss on disposal of property, equipment, other (69) —
Amortization of debt fees and other 1,100 1,165
Change in fair value of interest rate swap (116) 29
Loss on prepayment of long-term indebtedness 200 —
Loss on early extinguishment of debt 877
Share-based compensation expense 521 141
Deferred taxes (1) 34
Non-cash interest expense 906 1,340
Changes in current assets and liabilities:
Accounts receivable (70,925) (55,677)
Inventories 15,604 23,242
Deferred catalog costs 6,106 5,706
Prepaid expenses and other current assets 2,328 790
Accounts payable (6,033) (6,408)
Accrued liabilities 13,455 3,146
Net cash provided by operating activities 11,609 12,446
Cash flows from investing activities:
Additions to property, plant and equipment (2,817) (5,398)
Investment in product development costs (1,997) (3,318)
Proceeds from disposal of property, plant and equipment 84 11
Net cash used in investing activities (4,730) (8,705)
Cash flows from financing activities:
Proceeds from bank borrowings 214,174 208,102
Repayment of bank borrowings (220,237) (210,598)
Loss on prepayment of long-term indebtedness (200) —
Payment of debt fees and other (262) —
Net cash used in financing activities (6,525) (2,496)
Effect of exchange rate changes on cash (632) —
Net increase/(decrease) in cash and cash equivalents (278) 1,245
Cash and cash equivalents, beginning of period 8,920 9,008
Cash and cash equivalents, end of period $ 8,642 $ 10,253
Supplemental disclosures of cash flow information:
Interest paid $ 7,994 $ 8,089
Income taxes paid, net $ 381 $ 1,702
Bankruptcy related reorganization costs paid (included in operating activities,
above) $ — $ 368



SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)

NOTE 1 - BASIS OF PRESENTATION

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with U.S.
generally accepted accounting principles (“GAAP”) for interim financial information and with the instructions to Form 10-Q
and Rule 10-01 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by GAAP
for complete financial statements. In the opinion of management, all adjustments (which are normal and recurring in nature
unless otherwise noted) considered necessary for a fair presentation have been included. The balance sheet at April 25,2015
has been derived from School Specialty, Inc.’s (“School Specialty” or the “Company”) audited financial statements for the
fiscal year ended April 25,2015. For further information, refer to the consolidated financial statements and notes thereto
included in the Company’s Annual Report on Form 10-K for the fiscal year ended April 25,2015.

During the period January 28, 2013 through June 11, 2013, School Specialty, Inc. and certain of its subsidiaries operated as
debtors-in-possession under bankruptcy court jurisdiction (see Note 3). In accordance with Financial Accounting Standards
Board (“FASB”) Accounting Standards Codification (“ASC”) 852, Reorganizations, for periods including and subsequent to
the filing of the Chapter 11 petition, all expenses, gains and losses that resulted from the reorganization were reported
separately as reorganization items in the Consolidated Statements of Operations. Net cash used for reorganization items was
disclosed separately in the Consolidated Statements of Cash Flows.

As discussed in Note 4 — Fresh Start Accounting, as of June 11,2013 (the “Effective Date”), the Company adopted fresh start
accounting in accordance with ASC 852. The adoption of fresh start accounting resulted in the Company becoming a new
entity for financial reporting purposes.

The Company has changed its fiscal year end from the last Saturday in April to the last Saturday in December. The Company
plans to report its financial results for the period of April 26,2015 to December 26,2015 on a transition report on Form 10-K
and to thereafter file reports for the periods based on the new fiscal year. The April 26,2015 to December 26,2015 period
will be referred to as the “short year 2015” in these consolidated financial statements and related notes to the consolidated
financial statements. Prior to filing the transition report, the Company has filed its quarterly reports on Form 10-Q for the
quarters ended July 25,2015 and October 24,2015. The first two quarters of the transition period, or short year 2015, will be
consistent with their respective prior year quarters. As used in these consolidated financial statements and related notes to
consolidated financial statements, “fiscal 2015 and “fiscal 2014” refer to the Company’s fiscal years ended April 25,2015
and April 26,2014, respectively.

NOTE 2 - RECENT ACCOUNTING PRONOUNCMENTS

In May 2014, the FASB issued ASU No. 2014-09, “Revenue from Contracts with Customers.” ASU 2014-09 is a
comprehensive new revenue recognition model that requires a company to recognize revenue to depict the transfer of goods
or services to a customer at an amount that reflects the consideration it expects to receive in exchange for those goods or
services. ASU 2014-09 also requires additional disclosure about the nature, amount, timing and uncertainty of revenue and
cash flows arising from customer contracts, including significant judgments and changes in judgments and assets recognized
from costs incurred to obtain or fulfill a contract. ASU 2014-09 is effective for annual reporting periods, and interim periods
within that period, beginning after December 15, 2017. Early adoption is permitted as of annual reporting periods beginning
after December 15,2016, including interim reporting periods within those annual periods. Companies may use either a full
retrospective or a modified retrospective approach to adopt ASU 2014-09. The Company has not yet determined the
potential effects of the adoption of ASU 2014-09 on its consolidated financial statements.

In August 2014, the FASB issued ASU No. 2014-15, “Presentation of Financial Statements—Going Concern.” ASU 2014-15
defines management’s responsibility to evaluate whether there is substantial doubt about an organization’s ability to
continue as a going concern and to provide related footnote disclosures. ASU 2014-15 is effective in the annual period
ending after December 15,2016. The adoption of this update is not expected to have a material impact on the Company’s
consolidated financial statements.



SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)

NOTE 3 - BANKRUPTCY PROCEEDINGS

On January 28, 2013 (the “Petition Date”), School Specialty and certain of its subsidiaries (collectively, the “Debtors™) filed
voluntary petitions for relief under Chapter 11 of the United States Code (the “Bankruptcy Code”) in the United States
Bankruptcy Court for the District of Delaware (the “Bankruptcy Court™).

On May 23,2013, the Bankruptcy Court entered an order confirming the Debtors’ Second Amended Joint Plan of
Reorganization Under Chapter 11 of the Bankruptcy Code (the “Reorganization Plan™), and a corrected copy of such order
was entered by the Bankruptcy Court on June 3, 2013. The Reorganization Plan became effective on June 11,2013. Pursuant
to the Reorganization Plan, on the Effective Date, the Company’s existing credit agreements, outstanding convertible
subordinated debentures, equity plans and certain other agreements were cancelled. In addition, all outstanding equity
interests of the Company that were issued and outstanding prior to the Effective Date were cancelled on the Effective Date.
Also on the Effective Date, in accordance with and as authorized by the Reorganization Plan, the Company reincorporated in
Delaware and issued a total of 1,000,004 shares of Common Stock of the reorganized Company to holders of certain allowed
claims against the Debtors in exchange for such claims. As of June 12,2013, there were 60 record holders of the new
common stock of the reorganized Company issued pursuant to the Reorganization Plan.

For further details on the bankruptcy proceedings, see Note 3 of the Annual Report on Form 10-K for the year ended
April 25,2015.

NOTE 4 — FRESH START ACCOUNTING

On the Effective Date, the Company adopted fresh start accounting and reporting in accordance with FASB ASC 852. The
adoption of fresh start accounting resulted in the Company becoming a new entity for financial reporting purposes. Fresh
start reporting generally requires resetting the historical net book value of assets and liabilities to fair value as of the
Effective Date by allocating the entity’s enterprise value as set forth in the Reorganization Plan to its assets and liabilities
pursuant to accounting guidance related to business combinations. Accordingly, the financial statements on or prior to the
Effective Date are not comparable with the financial statements for periods after such date.

For further details on fresh start accounting, see Note 4 of the Annual Report on Form 10-K for the year ended April 25,
2015.

NOTE 5 - REORGANIZATION ITEMS, NET

Reorganization items directly associated with the process of reorganizing the business under Chapter 11 of the Bankruptcy
Code have been recorded on a separate line item on the condensed consolidated statements of operations. For the six months
ended October 25,2014, the Company incurred $271 ofreorganization costs, which consisted of professional fees associated
with the Chapter 11 Case. There were no reorganization costs recorded for the six months ended October 24,2015.

NOTE 6 - INCOME TAXES

The Company files income tax returns with the U.S., various U.S. states, and foreign jurisdictions. The most significant tax
return the Company files is with the U.S. The Company’s tax returns are no longer subject to examination by the U.S. for
fiscal years before 2014. The Company has various state tax audits and appeals in process at any given time. It is not
anticipated that any adjustments resulting from tax examinations or appeals would result in a material change to the
Company’s financial position or results of operations.

In assessing the realizability of deferred tax assets, the Company considers whether it is more likely than not that either all, or
some portion, of the deferred tax assets will not be realized. The realization is dependent upon the future generation of
taxable income, reversal of deferred tax liabilities, tax planning strategies, and expiration of tax
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SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)

attribute carryovers. As a result, the Company had concluded that the realization of a majority of the deferred tax assets did
not meet the more likely than not threshold, and recorded a tax valuation allowance. As of April 25,2015, the Company had
a full valuation allowance in the amount of $41,705. As of October 24, 2015 there remained a full valuation allowance
against all the Company’s deferred tax assets. As of October 24,2015, the Company had an immaterial amount of unremitted
earnings from foreign investments.

The balance of the Company’s liability for unrecognized income tax benefits, net of federal tax benefits, at October 24,
2015, April 25,2015 and October 25,2014, was $517, $503, and $115, respectively, all of which would have an impact on
the effective tax rate if recognized. The Company does not expect any material changes in the amount of unrecognized tax
benefits within the next twelve months. The Company classifies accrued interest and penalties related to unrecognized tax
benefits as income tax expense in its consolidated statements of operations. The amounts of accrued interest and penalties
included in the liability for uncertain tax positions are not material.

NOTE 7 - STOCKHOLDERS’ EQUITY

Changes in condensed consolidated stockholders’ equity during the six months ended October 24,2015 and October 25,
2014, were as follows:

Accumulated
Retained Earnings Other Total
Common Capital in Excess (Accumulated Comprehensive Stockholders’
(in thousands) Stock of Par Value Deficit) Income (Loss) Equity
Balance, April 25,2015 $ 1 S 118,544  $ (51,017) $ (1,151) § 66,377
Net income — — 34,783 — 34,783
Share-based compensation expense — 521 — — 521
Foreign currency translation
adjustment — — — (460) (460)
Balance, October 24,2015 $ 1 3 119,065  $ (16,234) $ (1,611) $ 101,221
Balance, April 26,2014 $ 1 3 120,955  §$ (17,485) $ (414) $§ 103,057
Net income — — 22,937 — 22,937
Share-based compensation expense — 141 — — 141
Foreign currency translation
adjustment — — — (154) (154)
Change in Fresh Start estimate — (1,564) — — (1,564)
Balance, October 25,2014 $ 1 3 119,533  § 5452 % (568) § 124418

In the first half of fiscal 2015, the Company revised its fresh-start estimate for the amount of deferred cash payment
obligations (see Note 14 — Debt). The change in estimate is related to an increased number of unsecured trade creditors which
elected to provide the Company customary trade terms which entitled those creditors to a 45% recovery of their unsecured
claim rather than a 20% recovery. This change in estimate resulted in a decrease of $1,564 to equity and a corresponding
increase in long-term debt.

NOTE 8 - EARNINGS PER SHARE
Earnings Per Share

The following information presents the Company’s computations of basic eamings per share (“basic EPS”) and diluted
earnings per share (“diluted EPS”) for the periods presented in the condensed consolidated statements of operations:



SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)

Weighted
Average
Income (loss) Shares Per Share
(Numerator) (Denominator) Amount
Three months ended October 24, 2015
Basic EPS $ 19,825 1,000 $ 19.83
Effect of dilutive stock options — —
Basic and diluted EPS $ 19,825 1,000 $ 19.83
Three months ended October 25, 2014:
Basic EPS $ 11,923 1,000 $ 1192
Effect of dilutive stock options — —
Basic and diluted EPS $ 11,923 1,000 $ 1192
Weighted
Average
Income (loss) Shares Per Share
(Numerator) (Denominator) Amount
Six months ended October 24, 20135:
Basic EPS $ 34,783 1,000 $ 3478
Effect of dilutive stock options — —
Basic and diluted EPS $ 34,783 1,000 $ 34.78
Six months ended October 25, 2014:
Basic EPS $ 22,937 1,000 $ 2294
Effect of dilutive stock options — —
Basic and diluted EPS $ 22,937 1,000 $ 2294

The Company had stock options outstanding of 73 for the three and six months ended October 24,2015, which were not
included in the computation of diluted EPS because they were anti-dilutive. The Company had stock options outstanding of
66 and 60 during the three and six months ended October 25, 2014, respectively, which were not included in the
computation of diluted EPS because they were anti-dilutive.

NOTE 9 - SHARE-BASED COMPENSATION EXPENSE
Employee Stock Plans

As of October 24,2015, the Company had one share-based employee compensation plan; the School Specialty, Inc. 2014
Incentive Plan (the “2014 Plan”). The 2014 Plan was adopted by the Board of Directors on April 24,2014 and approved on
September 4, 2014 by the Company’s stockholders. On April 24,2014, School Specialty, Inc.’s CEO was awarded 33 stock
options under the 2014 Plan. Other members of management were awarded 65 stock options during fiscal 2015, 25 of which
were cancelled in fiscal 2015 subsequent to the award due to terminations of employment. September 4, 2014, the date on
which the stockholders approved the 2014 Plan, was considered the grant date, or measurement date, for those awards issued
prior to this date. As such, those awards made prior to September 4, 2014 were not considered outstanding and no expense
associated with those awards was recognized prior to that date. There were 68 stock options awarded prior to the
measurement date.

The 33 stock options that were awarded to the Company’s CEO will vest as to one-fourth of the options on the first four
anniversaries of the date of the award. The options that were awarded to other members of management will vest as to one-
half of the options on the second anniversary of the date of the award and as to one-fourth of the options on each of the third
and fourth anniversaries of the award date.



SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)

A summary of option transactions for the six months ended October 24,2015 and October 25, 2014 were as follows:

Options Outstanding Options Exercisable
Weighted- Weighted-
Average Average
Options Exercise Price Options Exercise Price
Balance at April 25,2015 73 $ 130.00 8 $ 130.00
Granted — — — —
Exercised — — — —
Canceled — — — —
Balance at October 24,2015 73 $ 130.00 8 $ 130.00
Balance at April 26,2014 — $ — — $ —
Granted 72 130.00 — —
Exercised — — — —
Canceled 4) 130.00 — —
Balance at October 25,2014 68 $ 130.00 — $ —

The following table presents the share-based compensation expense recognized for the three and six month periods ended
October 24,2015 and October 25,2014:

For the Three Months Ended

October 24, 2015 October 25, 2014
Gross Net of Tax Gross Net of Tax
Stock Options $260 $ 260 $141 $ 141
Total stock-based compensation expense $260 $141

For the Six Months Ended

October 24, 2015 October 25, 2014
Net of Net of
Gross Tax Gross Tax
Stock Options $521 $ 521 $141 $ 141
Total stock-based compensation expense $521 $141

The stock-based compensation expense is reflected in selling, general and administrative (“SG&A”) expenses in the
accompanying consolidated statements of operations. There was no income tax benefit recognized related to share-based
compensation expense for each of the three and six month periods ended October 24,2015 and October 25, 2014.

The total unrecognized share-based compensation expense as of October 24, 2015 and October 25, 2014 was as follows:

October 24, October 25,
2015 2014
Stock Options, net of estimated forfeitures $ 2901 $ 3,623

There were no options granted during either the three months ended October 24, 2015 or October 25,2014.
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SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)

On May 28,2014, the Board granted 6 stock appreciation rights (“SARs”) to each of the non-employee members of the
Board under the 2014 Plan. Prior to the approval of the 2014 Plan at the Annual Meeting of Stockholders on September 4,
2014, the SARs were not considered outstanding, nor granted and therefore no expense was recognized prior to this date. On
July 31,2015, the Board granted 6 stock appreciation rights to each of the two new non-employee members of the Board.
Each SAR has a grant date value of $130 and will be settled in cash upon exercise. As such, the SARs are accounted for as
liability awards. Since the Company’s stock trading price was less than each SAR’s exercise price as of the three and six
month periods ended October 24,2015, no expense was recorded for the SARs. The SARs will vest as to one-half of the
SARs on the second anniversary of the date of grant and as to one-fourth ofthe SARs on each of'the third and fourth
anniversaries of the date of grant. Total SARs that remain outstanding as of October 24,2015 are 22 as 6 SARs have been
canceled due to the death of a non-employee Board member.

NOTE 10 - GOODWILL AND OTHER INTANGIBLE ASSETS

The following tables present details of the Company’s intangible assets, including the estimated useful lives, excluding
goodwill:
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SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)

Accumulated Net Book
October 24, 2015 Gross Value Amortization Value
Amortizable intangible assets:
Customer relationships (13 years) $ 11,300 $ (2,101 $ 9,199
Publishing rights (20 years) 4,000 (483) 3,517
Trademarks (20 years) 22,700 (2,743) 19,957
Developed technology (7 years) 6,600 (2,278) 4,322
Content (5 years) 4,400 (4,400) —
Perpetual license agreements (5 years) 1,200 (522) 678
Favorable leasehold interests (10 years) 2,160 (580) 1,580
Total intangible assets $ 52,360 $ (13,107) $39,253
Accumulated Net Book
April 25, 2015 Gross Value Amortization Value
Amortizable intangible assets:
Customer relationships (13 years) $ 11,300 $§ (1,666) $ 9,634
Publishing rights (20 years) 4,000 (383) 3,617
Trademarks (20 years) 22,700 2,175) 20,525
Developed technology (7 years) 6,600 (1,808) 4,792
Content (5 years) 4,400 (4,400) —
Perpetual license agreements (5 years) 1,200 (460) 740
Favorable leasehold interests (10 years) 2,160 414) 1,746
Total intangible assets $ 52,360 $ (11,306) $41,055
Accumulated Net Book
October 25, 2014 Gross Value Amortization Value
Amortizable intangible assets:
Customer relationships (13 years) $ 11,300 $ (1,231 $10,069
Publishing rights (20 years) 4,000 (283) 3,717
Trademarks (20 years) 22,700 (1,608) 21,092
Developed technology (7 years) 6,600 (1,336) 5,264
Content (5 years) 4,400 (1,247) 3,153
Perpetual license agreements (5 years) 1,200 (340) 860
Favorable leasehold interests (10 years) 2,160 (306) 1,854
Total intangible assets $ 52,360 $ (6,351 $46,009

The gross values were determined by the valuation which was performed as part of the fresh start accounting. In addition to
the intangible assets above, the Company recorded $21,588 of goodwill. In the fourth quarter of fiscal 2015, the Company
recorded an impairment for $2,713 related to the Content intangible asset, which reduced the net book value ofthe
intangible asset to zero as of April 25,2015. This impairment was related to the Company’s strategy to reduce future
investments in digital content and digital delivery for its Agenda product category.

Intangible asset amortization expenses were included in selling, general and administrative expense. Intangible asset
amortization expense for the three months ended October 24,2015 and October 25,2014, was $901 and $1,121,
respectively. Intangible asset amortization for the six months ended October 24,2015 and October 25,2014 was $1,801 and
$2,242, respectively.
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SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)

Intangible asset amortization expense for each of the five succeeding fiscal years and the remainder of short year 2015 is
estimated to be:

Short Year 2015 (two months remaining) $ 601
Fiscal 2016 3,603
Fiscal 2017 3,603
Fiscal 2018 3,463
Fiscal 2019 3,363
Fiscal 2020 2,813

The table below shows the allocation to the segments of the recorded goodwill as of October 24,2015. There were no
changes during the six month period ending October 24,2015 and October 25,2014.

Distribution Curriculum

Segment Segment Total
Fresh Start Valuation:
Goodwill $ 14,666 $ 6,922 $21,588
Balance at October 24,2015 $ 14,666 $ 6,922 $21,588

NOTE 11 - INVESTMENT IN UNCONSOLIDATED AFFILIATE

The Company holds a 35% interest in Carson-Dellosa Publishing, which is accounted for under the cost method as the
Company does not have significant influence over the investee.

The investment in unconsolidated affiliate consisted of the following:

Percent

Owned October 24, 2015 April 25, 2015 October 25, 2014
Carson- Dellosa Publishing, LLC 35% $ 715 $ 715 $ 715

The investment amount represents the Company’s maximum exposure to loss as a result of the Company’s ownership interest.

NOTE 12 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consist of the following:

October 24, April 25, October 25,
2015 2015 2014

Projects in progress $ 3436 $ 5,585 3,635

Buildings and leasehold improvements 3,337 3,302 3,749

Fumiture, fixtures and other 41,077 36,464 36,564

Machinery and warehouse equipment 11,540 11,394 11,485

Total property, plant and equipment 59,389 56,745 55,433
Less: Accumulated depreciation (31,280) (24,721) (17,815)

Net property, plant and equipment $ 28,109 $ 32,024 $ 37,618

Depreciation expense for the three months ended October 24,2015 and October 25,2014, was $3,516 and $3,562,

respectively. Depreciation expense for the six months ended October 24,2015 and October 25,2014, was $6,739 and
$6,810, respectively.

NOTE 13 - ASSETS HELD FOR SALE

In fiscal 2014, a company-wide process improvement program was launched to better align the Company’s operating groups,



enhance systems and processes and drive efficiency throughout the organization to improve the customer experience. As part
of'this program, the Salina, Kansas facility was closed in the third quarter of fiscal
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2014. The Salina distribution center ceased processing customer shipments in the second quarter of fiscal 2014. The facility
was classified as held for sale on the October 25, 2014 consolidated balance sheet. In the fourth quarter of fiscal 2015 the
asset was sold for $1,598. Accordingly, the Company recorded a loss on the sale of $602 in the fourth quarter of fiscal 2015.
The proceeds realized from the sale were used to reduce the balance on the ABL Facility (as defined below).

NOTE 14 - DEBT

Long-term debt consisted of the following:

October 24, 2015 April 25, 2015 October 25, 2014

ABL Facility, maturing in 2019 $ 28,500 $§ 24200 S 9,336
Term Loan, maturing in 2019 132,100 142,462 142,681
Term Loan Original Issue Discount (1,934) (2,153) (2,231)
Deferred Cash Payment Obligations, maturing in
2019 18,382 17,684 16,997
Total debt 177,048 182,193 166,783
Less: Current maturities (28,500) (25,644) (10,273)
Total long-term debt $ 148548 $§ 156,549  §$ 156,510
ABL Facility

On June 11,2013, the Company entered into a Loan Agreement (the “Asset-Based Credit Agreement”) by and among the
Company, Bank of America, N.A, as Agent, SunTrust Bank, as Syndication Agent, Merrill Lynch, Pierce, Fenner & Smith
Incorporated and SunTrust Robinson Humphrey, Inc., as Joint Lead Arrangers and Bookrunners, and the Lenders that are
party to the Asset-Based Credit Agreement (the “Asset-Based Lenders”™).

Under the Asset-Based Credit Agreement, the Asset-Based Lenders agreed to provide a revolving senior secured asset-based
credit facility (the “ABL Facility”) in an aggregate principal amount of $175,000. As of August 7, 2015, the aggregate
commitments were permanently reduced, at the election of the Company, by $50,000, from $175,000 to $125,000.

Outstanding amounts under the ABL Facility will bear interest at a rate per annum equal to, at the Company’s election: (1) a
base rate (equal to the greatest of (a) the prime lending rate, (b) the federal funds rate plus 0.50%, and (c) the 30-day LIBOR
rate plus 1.00% per annum) (the “Base Rate”) plus an applicable margin (equal to a specified margin based on the interest
rate elected by the Company, the fixed charge coverage ratio under the ABL Facility and the applicable point in the life of
the ABL Facility) (the “Applicable Margin”), or (2) a LIBOR rate plus the Applicable Margin (the “LIBOR Rate”). Interest
on loans under the ABL Facility bearing interest based upon the Base Rate will be due monthly in arrears, and interest on
loans bearing interest based upon the LIBOR Rate will be due on the last day of each relevant interest period or, if sooner, on
the respective dates that fall every three months after the beginning of such interest period.

In the third quarter of fiscal 2015, the Company amended the Asset-Based Credit Agreement facility. The main purpose for
the amendment was to provide the Company additional flexibility in its execution of certain restructuring actions by
increasing the cap on the amount that may be added back under the definition of earnings before interest, taxes, depreciation,
and amortization (“EBITDA”) for non-recurring, unusual or extraordinary charges, business optimization expenses or other
restructuring charges or reserves and cash expenses relating to earn outs or similar obligations.
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In the second quarter of short year 2015, the Company amended the Asset-Based Credit Facility. The main purposes for the
amendment were to reduce the Applicable Margin for base rate and LIBOR loans, reduce the unused line fee rate and extend
the scheduled maturity date. As amended, the maturity date is extended to September 16, 2020, which shall automatically
become March 12,2019 unless the Company’s term loan facility has been repaid, refinanced, redeemed, exchanged or
amended prior to such date, in the case of any refinancing or amendment, to a date that is at least 90 days after the scheduled
maturity date. In addition, the amendment provided for the withdrawal of Sun Trust Bank as a lender and the assumption of
its commitments by the remaining lenders. As a result of this amendment, the Company recorded a loss on the early
extinguishment of debt of $877, which represented the non-cash charge associated with the acceleration of a portion of the
remaining unamortized debt issuance costs.

The effective interest rate under the ABL Facility for the three months ended October 24,2015 was 4.10%, which includes
amortization of loan origination fees of $270 and commitment fees on unborrowed funds of $55. As of October 24, 2015, the
outstanding balance on the ABL Facility was $28,500, which was reflected as currently maturing, long-term debt in the
accompanying condensed consolidated balance sheets.

The Company may prepay advances under the ABL Facility in whole or in part at any time without penalty or premium. The
Company will be required to make specified prepayments upon the occurrence of certain events, including: (1) the amount
outstanding on the ABL Facility exceeding the Borrowing Base (as determined in accordance with the terms of the ABL
Facility), and (2) the Company’s receipt of net cash proceeds of any sale or disposition of assets that are first priority
collateral for the ABL Facility.

Pursuant to a Guaranty and Collateral Agreement dated as of June 11,2013 (the “ABL Security Agreement”), the ABL
Facility is secured by a first priority security interest in substantially all assets of the Company and the guarantor subsidiaries.
Under an intercreditor agreement between the Asset-Based Lenders and the Term Loan Lenders, as defined and described
below, the Asset-Based Lenders have a first priority security interest in substantially all working capital assets of the
Company and the guarantor subsidiaries, and a second priority security interest in all other assets, subordinate only to the
first priority security interest of the Term Loan Lenders in such other assets.

The Asset-Based Credit Agreement contains customary events of default and financial, affirmative and negative covenants,
including but not limited to a springing financial covenant relating to the Company’s fixed charge coverage ratio and
restrictions on indebtedness, liens, investments, asset dispositions and dividends and other restricted payments.

Term Loan

Also on June 11,2013, the Company entered into a Credit Agreement (the “Term Loan Credit Agreement’”) among the
Company, Credit Suisse AG, as Administrative Agent and Collateral Agent, and the Lenders defined in the Term Loan Credit
Agreement (the “Term Loan Lenders”). In the third quarter of fiscal 2015, the Company amended the Term Loan Credit
Agreement. The main purpose for the amendment was to provide the Company additional flexibility in its execution of
certain restructuring actions by increasing the cap on the amount that may be added back under the definition of
consolidated EBITDA for non-recurring, unusual or extraordinary charges, business optimization expenses or other
restructuring charges or reserves and cash expenses relating to earn outs or similar obligations.

Under the Term Loan Credit Agreement, the Term Loan Lenders agreed to make a term loan (the “Term Loan”) to the
Company in aggregate principal amount of $145,000, including an original issue discount of $2,900. The outstanding
principal amount of the Term Loan will bear interest at a rate per annum equal to the applicable LIBOR rate (with a 1% floor)
plus 8.50%, or the base rate plus a margin of 7.50%. Interest on loans under the Term Loan Credit Agreement bearing interest
based upon the base rate will be due quarterly in arrears, and interest on loans bearing interest based upon the LIBOR Rate
will be due on the last day of each relevant interest period or, if sooner, on the respective dates that fall every three months
after the beginning of such interest period.
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The effective interest rate under the term loan credit facility for the three months ended October 24,2015 was 10.69%, which
includes amortization of loan origination fees of $306 and original issue discount amortization of $111. On September 21,
2015, the Company elected to make a $10,000 prepayment on the Term Loan. As a result of the prepayment, the Company
incurred a $200 early prepayment fee in the three months ended October 24,2015. As of October 24, 2015, the outstanding
balance on the Term Loan Credit Agreement was $130,166, net of the unamortized original issue discount. The original issue
discount is being amortized as additional interest expense on a straight-line basis over the life of the Term Loan.

The Term Loan matures on June 11,2019. The Term Loan Credit Agreement requires prepayments at specified levels upon
the Company’s receipt of net proceeds from certain events, including: (1) certain dispositions of property, divisions, business
units or business lines; and (2) other issuances of debt other than Permitted Debt (as defined in the Term Loan Credit
Agreement). The Term Loan Credit Agreement also requires prepayments at specified levels from the Company’s excess cash
flow. The Company is also permitted to voluntarily prepay the Term Loan in whole or in part. Any prepayments are to be
made at par, plus an early payment fee calculated in accordance with the terms of the Term Loan Credit Agreement, as
amended, if prepaid prior to October 31,2016.

Pursuant to a Guarantee and Collateral Agreement dated as of June 11,2013 (the “Term Loan Security Agreement”), the Term
Loan is secured by a first priority security interest in substantially all assets of the Company and the guarantor subsidiaries.
Under an intercreditor agreement between the Asset-Based Lenders and the Term Loan Lenders, the Term Loan Lenders have
a second priority security interest in substantially all working capital assets of the Company and the subsidiary guarantors,
subordinate only to the first priority security interest of the Asset-Based Lenders in such assets, and a first priority security
interest in all other assets.

The Term Loan Credit Agreement contains customary events of default and financial, affirmative and negative covenants,
including but not limited to quarterly financial covenants, relating to the Company’s (1) minimum interest coverage ratio
and (2) maximum net total leverage ratio and restrictions on indebtedness, liens, investments, asset dispositions and
dividends and other restricted payments.

The Term Loan required the Company to enter into an interest rate hedge, within 90 days of the Effective Date, in an amount
equal to at least 50% ofthe aggregate principal amount outstanding under the Term Loan. The purpose of the interest rate
hedge is to effectively subject a portion of the Term Loan to a fixed or maximum interest rate. As such, the Company entered
into an interest rate swap agreement on August 27,2013 that effectively fixes the interest payments on a portion of the
Company’s variable-rate debt. The swap, which has a termination date of September 11, 2016, effectively fixes the LIBOR-
based interest rate on the debt in the amount of the notional amount of the swap at 9.985%. The notional amount of the swap
at October 24,2015 was $72,500. The fair value of the derivative increased as of the end of the second quarter short year
2015 compared to the end of the first quarter short year 2015 by $58 and a gain of $58 was recognized for the quarter. The
gain for the second quarter of short year 2015 was recorded in “Change in fair value of interest rate swap” on the condensed
consolidated statement of operations.

Under this swap agreement, the Company will pay the counterparty interest on the notional amount at a fixed rate per annum
0f 1.485% and the counterparty will pay the Company interest on the notional amount at a variable rate per annum equal to
the greater of 1-month LIBOR or 1.0%. The 1-month LIBOR rate applicable to this agreement was 0.194% at October 24,
2015. The notional amounts do not represent amounts exchanged by the parties, and thus are not a measure of exposure of
the Company. The amounts exchanged are normally based on the notional amounts and other terms of the swaps. The
variable rates are subject to change over time as 1-month LIBOR fluctuates.

The Company has estimated that the fair value of its Term Loan (valued under Level 3) as of October 24,2015 approximated
the carrying value of $132,100.
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Deferred Cash Payment Obligations

In connection with the Reorganization Plan, general unsecured creditors are entitled to receive a deferred cash payment
obligation of 20% of the allowed claim in full settlement of the allowed unsecured claims. Such payment accrues quarterly
paid-in-kind interest of 5% per annum beginning on the Effective Date. Trade unsecured creditors had the ability to make a
trade election to provide agreed upon customary trade terms. If the election was made, those unsecured trade creditors
received a deferred cash payment obligation 0f 45% of'the allowed claim in full settlement of those claims. As of the
Effective Date, the deferred payment obligations under the trade elections began to accrue quarterly paid-in-kind interest of
10% per annum. All deferred cash payment obligations, along with interest paid-in-kind, are payable in December 2019.

The Company’s reconciliation of general unsecured claims was completed in fiscal 2015. As of October 24,2015, the
Company’s deferred payment obligations were $18,382, of which $3,034 represents a 20% recovery for the general
unsecured creditors and $12,095 represents a 45% recovery for those creditors who elected to provide the Company standard
trade terms with the remaining $3,253 related to accrued paid-in-kind interest.

NOTE 15 - CHANGES IN ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

Changes in accumulated other comprehensive income (loss) during the three months and six months ended October 24,2015
and October 25,2014 were as follows:

Foreign
Currency
Translation
Accumulated Other Comprehensive Income (Loss) at April 25,2015 $ (1,151)
Other comprehensive loss before reclassifications (410)
Amounts reclassified from other comprehensive income —
Accumulated Other Comprehensive Income (Loss) at July 25,2015 § (1,561)
Other comprehensive loss before reclassifications (50)
Amounts reclassified from other comprehensive income —
Accumulated Other Comprehensive Income (Loss) at October 24,2015 $ (1,611)
Foreign
Currency
Translation
Accumulated Other Comprehensive Income (Loss) at April 26,2014 $ 414
Other comprehensive income before reclassifications 198
Amounts reclassified from other comprehensive income —
Accumulated Other Comprehensive Income (Loss) at July 26,2014 $ (216)
Other comprehensive income before reclassifications (352)
Amounts reclassified from other comprehensive income —
Accumulated Other Comprehensive Income (Loss) at October 25,2014 § (568)

NOTE 16 - RESTRUCTURING

In the first two quarters of short year 2015 and fiscal 2015, the Company recorded restructuring costs associated with the
closure or disposal of distribution centers, lease termination costs and severance related to headcount reductions. The
following is a reconciliation of accrued restructuring costs for the six months ended October 24,2015 and October 25,2014
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Distribution Curriculum Corporate Total
Accrued Restructuring Costs at April 25,2015 $ — $ — $ 1,579 $1,579
Amounts charged to expense — — 184 184
Payments — — (968) (968)
Accrued Restructuring Costs at July 25,2015 $ — $ — $ 795 $ 795
Amounts charged to expense — — 595 595
Payments — — (442) (442)
Accrued Restructuring Costs at October 24,2015 $ — $ — § 948 $§ 948

Distribution Curriculum Corporate Total
Accrued Restructuring Costs at April 26,2014 $ — $ 58 $ 135 $ 193
Amounts charged to expense 15 — 97 112
Payments (15) (58) (159) (232)
Accrued Restructuring Costs at July 26,2014 $ — $ — $ 73 § 73
Amounts charged to expense — — 1,631 1,631
Payments — — (282) (282)
Accrued Restructuring Costs at October 25,2014 $ — $ — $ 1,422 $1,422

The $595 and $1,631 charged for the three months ended October 24,2015 and October 25,2014 and the $779 and $1,743
charged to expense for the six months ended October 24, 2015 and October 25, 2014, were included in facility exit costs and
restructuring in the Condensed Consolidated Statements of Operations.

NOTE 17 - SEGMENT INFORMATION

The Company determines its operating segments based on the information utilized by the chief operating decision maker, the
Company’s Chief Executive Officer, to allocate resources and assess performance. Based on this information, the Company
has determined that it operates in two operating segments, Distribution and Curriculum, which also constitute its reportable
segments. The Company operates principally in the United States, with limited operations in Canada. The Distribution
segment offers products primarily to the pre-kindergarten through twelfth grade (“preK-12"") education market that include
basic classroom supplies and office products, instructional teaching materials, indoor and outdoor furniture and equipment,
physical education equipment, classroom technology, and planning and organizational products. The Curriculum segment is
a publisher of proprietary and non-proprietary core, supplemental and intervention curriculum in the categories of science,
math, reading and intervention in the preK-12 education market. The accounting policies of the segments are the same as
those described in Summary of Significant Accounting Policies as included in the Company’s Form 10-K for the fiscal year
ended April 25,2015.
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Three Months Three Months Six Months Six Months
Ended Ended Ended Ended
October 24, 2015 October 25, 2014 October 24, 2015 October 25, 2014
Revenues:
Distribution $ 207,425 $ 207,880 $ 378,054 $ 374,549
Curriculum 37,723 30,790 66,624 63,590
Total $ 245,148 $ 238,670 $ 444 678 $ 438,139

Operating income (loss) and income
(loss) before taxes:

Distribution $ 18,387 $ 18,376 $ 33,542 $ 31,924
Curriculum 9,588 3,717 15,070 9,335
Corporate and intercompany
eliminations (1) (1,186) (5,093) (1,747) (7,768)
Operating income 26,789 17,000 46,865 33491
Interest expense and other items,
net 5,890 5,248 10,870 10,781
Income before provision for
income taxes $ 20,899 % 11,752 $ 35,995 $ 22,710
October 24, 2015 April 25, 2015 October 25, 2014
Identifiable assets:
Distribution $ 235292 $ 200,510 $ 239,521
Curriculum 100,453 94,538 99,144
Corporate assets 14,031 17,904 19,305
Total $ 349,776 $ 312,952 $ 357,970
Three Months Three Months Six Months Six Months
Ended Ended Ended Ended

October 24, 2015 October 25, 2014 October 24, 2015 October 25, 2014

Depreciation and amortization of
intangible assets and development

costs:
Distribution $ 3,579 $ 4,299 $ 7,015 $ 8,246
Curriculum 2,925 3,661 5,858 7,755

Total $ 6,504 $ 7,960 $ 12,873 $ 16,001

Expenditures for property, plant and
equipment, intangible and other
assets and development costs:

Distribution $ 1,301 $ 2,444 $ 2,489 $ 5,119
Curriculum 1,229 1,964 2,325 3,597
Total $ 2,530 $ 4,408 $ 4,814 $ 8,716

(1) Operating expenses in Corporate for the three month period ended October 24,2015 and October 25,2014 were $1,186
and $5,093, respectively. Operating expenses in Corporate for the six month period ended October 24,2015 and
October 25,2014 were $1,747 and $7,768, respectively. These amounts included restructuring and facility exit costs,
costs incurred to implement process improvement actions and other professional fees.
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NOTE 18 - COMMITMENTS AND CONTINGENCIES

Various claims and proceedings arising in the normal course of business are pending against the Company. The results of
these matters are not expected to have a material effect on the Company’s consolidated financial position, results of
operations or cash flows.
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ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operation
Quarterly Overview

School Specialty is a leading distributor of supplies, furniture, technology products, supplemental learning products
(“instructional solutions”) and curriculum solutions, primarily to the education marketplace. The Company provides
educators with its own innovative and proprietary products and services, from basic school supplies to 21st century

classroom designs to Science, Reading, Language and Math teaching materials, as well as planning and development tools.
Through its nationwide distribution network, School Specialty also provides its customers with access to a broad spectrum of
trusted, third-party brands across its business segments. This assortment strategy enables the Company to offer a broad range
of products primarily serving the preK-12 education market at the state, district and school levels. The Company is
expanding its presence outside the education market into channels such as partnerships with e-tailers, retailers and healthcare
facilities.

Our business is subject to seasonal fluctuations. Our historical revenues and profitability have been dramatically higher in
the quarters ended in July and, primarily due to increased shipments to customers coinciding with the start of each school
year. Due to variations in the timing of shipments within this season primarily as a result of changes or delays in the
finalization of state education budgets, the Company views a year-over-year comparison of the first six months of the fiscal
year to be a more meaningful analysis than year-over-year comparative results for quarterly periods on an individual basis.

In fiscal 2015, the Company completed an organizational realignment to drive growth, achieve efficiencies, and increase
profit margins. These organizational realignment actions included the following:

+ Sales Force Realignment — This included adapting the sales force to a newly implemented coverage model to
improve customer service, increase customer touch points, and grow revenues. This included the expansion of the
Company’s inside sales organization in order to increase contact with smaller districts.

* Top Grading Assessments — This included a review of business functions and employee performance.

* Right-Sizing the Organization — This included integrating disparate departments across the organization to
optimize operational efficiency and to match the employee footprint to the size of the business. This resulted in
better aligning departments in a shared service model.

The implementation of these actions was completed in fiscal 2015. These actions resulted in lowering the employee count to
1,180 by the end of fiscal 2015, or approximately 19% less than the number of employees as of the beginning of fiscal 2015,
while consolidating redundant roles and activities. We estimate the annualized impact of these actions will decrease our
SG&A costs by approximately $20 million. The current employee count is approximately 1,163 as of October 24,2015.

While remaining focused on lowering costs through consolidation and process improvements, the Company is equally
focused on revenue growth. While overall revenue was relatively stable in fiscal 2015 and showed modest growth in the first
two quarters of short year 2015, some product categories generated revenue growth while other categories continued to have
revenue declines. The Company believes it can generate revenue growth through initiatives that improve or enhance:

* Collaboration among sales, marketing, merchandising, and operations;
e Product innovation,;

* Product category specific sales and support expertise;

» Effectiveness of the sales model; and

» Customer experiences.

Results of Operations
Three Months Ended October 24, 2015 Compared to Three Months Ended October 25, 2014
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Revenues

Revenue for the three months ended October 24,2015 increased by $6.5 million, or 2.7%, as compared to the three months
ended October 25,2014.

Distribution segment revenues decreased 0.2%, or $0.5 million, from the three months ended October 25, 2014. Revenue
from our Fumniture product lines increased by $15.5 million in the current quarter, which offset declines in our other
categories, most notably declines of $10.1 million and $3.6 million in our Supplies and Agenda categories, respectively. The
increased revenues in our Furniture category was related to increased spending in new school construction which is
projected to be up 16% in 2015, strong growth in our private label furniture lines, the introduction of new products and more
effective sales and marketing efforts. The decline in Supplies was partially timing related as the strong performance in the
fulfillment centers during the season resulted in a higher percentage of orders shipping in the first quarter of short year 2015
as compared to the first quarter of fiscal 2015. Approximately 48.5% of Supplies revenue for the season shipped in this year’s
second quarter versus 52.5% in last year’s second quarter. This accounted for approximately $7.0 million of the decline in
Supplies revenues. The remaining decline for Supplies revenues was related to decreased orders, partially attributable to
delayed budget approvals. Revenues in the Agenda category have continued to decline as we believe schools have de-
emphasized paper-based planners and shifted remaining purchases to those with less content. Approximately $1.5 million of
the Agenda revenue decline is related to foreign exchange translation associated with a relative decline in the value of the
Canadian dollar.

Curriculum segment revenues increased 22.5%, or $6.9 million, from the three months ended October 25, 2014. Revenues in
the Science category increased $7.3 million in the current quarter while Reading revenues declined by $0.4 million in the
quarter. A combination of strong acceptance of the Science unit’s new curriculum products, which are aligned with Next
Generation Science Standards, and timing of order shipments, as a greater portion of the back-to-school orders occurred in
this year’s second quarter, contributed to the increase.

Gross Profit

Gross margin for the three months ended October 24,2015 was 36.1% as compared to 36.4% for the three months ended
October 25, 2014.

Distribution segment gross margin was 32.6% for the three months ended October 24, 2015 as compared to 34.2% for the
three months ended October 25, 2014. A change in mix within the segment driven by declines in Agenda and Supplies
revenues and an increase in Furniture revenues, reduced gross margin by approximately 150 basis points. The impact of the
weaker Canadian dollar versus the U.S. dollar in the second quarter of short year 2015 as compared to the second quarter of
fiscal 2015 resulted in 70 basis points of gross margin decline. These gross margin declines were partially offset by overall
improved gross margin rate at the product category level which netted a 60 basis point positive impact.

Curriculum segment gross margin was 55.3% for the three months ended October 24,2015 as compared to 51.1% for the
three months ended October 25, 2014. A decrease in product development amortization of $0.9 million in the second quarter
of short year 2015 as compared to the second quarter of fiscal 2015, combined with increased revenue over which the
amortization is spread, resulted in 410 basis points of gross margin improvement. The remaining increase of 10 basis points
gross margin was related to improved gross margin at the product category level, particulary within the Science unit,
partially offset by a year-over-year change in mix between the Science and Reading categories.

Selling, General and Administrative Expenses

SG&A includes selling expenses, the most significant of which are wages and commissions; operations expenses, which
includes customer service, warehouse and out-bound freight costs; catalog costs; general administrative overhead, which
includes information systems, accounting, legal and human resources; and depreciation and intangible asset amortization
expense.
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SG&A decreased $6.7 million from $67.9 million for the three months ended October 25,2014 to $61.2 million for the three
months ended October 24,2015. As a percent of revenue, SG&A decreased from 28.4% for the three months ended
October 25, 2014 to 24.9% for the three months ended October 24, 2015.

SG&A attributable to the Distribution and Curriculum segments decreased $4.1 million and Corporate SG&A decreased $2.6
million in the second quarter of short year 2015 as compared to last year’s second quarter.

Distribution segment SG&A decreased $3.4 million, or 6.5%, from $52.7 million for the three months ended October 25,
2014 to $49.3 million for the three months ended October 24, 2015. Compensation and benefit costs for the Distribution
segment decreased $2.5 million associated with a 10% reduction in the number of full-time associates in the Distribution
segment as of October 24, 2015. Compensation and benefit savings associated with the reduced number of associates has
been partially offset by incremental accrued performance-based incentive compensation of $1.7 million in the current year’s
second quarter. As planned, approximately $0.4 million of the savings associated with the reduction in the number of
associates was offset by incremental expense related to outsourcing a portion of our customer care call center and transferring
certain fulfillment activities to a third-party logistics provider to better service west coast customers. Approximately 4% of
the Distribution segment’s fulfillment activities were completed by the third-party logistics provider. The resulting shorter
lead times for west coast customers is expected to lead to revenue growth from these customers. Variable outbound
transportation costs decreased in this year’s second quarter by $1.4 million. This decline is related primarily to decreased
shipments from our fulfillment centers associated with lower revenues in the Supplies category, which was partially
attributable to the improvements in fulfillment center operations which resulted in a higher percentage of orders shipping in
the first quarter versus second quarter of short year 2015 as compared to fiscal 2015. Catalog expense declined by $1.2
million in the second quarter of short year 2015 as compared to the second quarter of fiscal 2015 associated with the
Company’s continued strategy of increasing customer interactions through digital marketing campaigns and more efficient
use of print catalogs. Depreciation and amortization expense decreased by $0.7 million related to both lower capital
expenditures in the prior year and the write-off in the fourth quarter of fiscal 2015 of amortizable intangible assets for the
Company’s Agenda product category. Distribution segment SG&A decreased as a percent of revenue from 25.4% for the
three months ended October 25,2014 to 23.6% for the three months ended October 24, 2015.

Curriculum segment SG&A decreased $0.7 million, or 6.0%, from $12.0 million for the three months ended October 25,2014
to $11.3 million for the three months ended October 24, 2015. Compensation and benefit costs for the Curriculum segment
decreased $1.3 million due to a reduction in headcount. The number of full-time associates in the Curriculum segment as of
October 24, 2015 has been reduced by approximately 30% as compared to the second quarter of fiscal 2015. This reduction
has been partially facilitated by the transition to shared service model which had a greater impact on the Curriculum segment
staffing levels. Compensation and benefit savings associated with the reduced number of associates has been partially offset
by incremental incentive compensation in the current year’s second quarter. The increased revenue in the current year’s
second quarter resulted in approximately $0.6 million of incremental variable costs, such as commissions, warchouse and
transportation. Curriculum segment SG&A decreased as a percent of revenue from 39.0% for the three months ended

October 25,2014 to 30.9% for the three months ended October 24, 2015.

Corporate SG&A decreased by $2.6 million for the three months ended October 24,2015 as compared to the three months
ended October, 2015, from $3.2 million to $0.6 million. The costs in the prior year were related primarily to transition
expenses associated with transferring the majority of the fulfillment activities to the Mansfield, Ohio distribution center and
consulting fees associated with process improvement initiatives. These costs did not recur in the current short year period.

Facility exit costs and restructuring

During the second quarter of short year 2015, the Company recorded $0.6 million of restructuring charges related to
severance and lease termination costs. The lease termination relates to the reduction in the square footage of its Cambridge,
Massachusetts facility.

In the second quarter of fiscal 2015, the Company recorded $1.9 million of restructuring charges related primarily to
severance.
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Interest Expense

Interest expense decreased $0.3 million, from $5.2 million for the three months ended October 25,2014 to $4.9 million for
the three months ended October 24, 2015. Cash interest for the three month period ended October 24,2015 was down $0.2
million as compared to last year’s comparable period due to the combination of reduced commitment fees on any unused
portion of the ABL facility and the $10.0 million pay down on the Term Loan during the second quarter of short year 2015.
Amortization of debt fees decreased by $0.1 million in the three months ended October 24, 2015 as a result of the early
extinguishment of debt.

Loss on Prepayment of Long Term Indebtedness

The Company recorded a $0.2 million charge in the three months ended October 24,2015 associated with the prepayment of
$10.0 million of its Term Loan.

Loss on Early Extinguishment of Debt

In the second quarter of short year 2015, the Company recorded a non-cash charge of $0.9 million related to the second
amendment of its ABL facility.

Change in Fair Value of Interest Rate Swap

The Company has an interest rate swap agreement that effectively fixes the interest payments on a portion of the Company’s
variable-rate debt. The swap, which has a termination date of September 11,2016, effectively fixes the LIBOR-based interest
rate on the debt in the amount of the notional amount of the swap at 9.985%. The notional amount of the swap at October 24,
2015 was $72.5 million. As of October 24, 2015, the fair value of the derivative increased by less than $0.1 million and,
accordingly, a non-cash gain ofless than $0.1 million was recorded.

Provision for (Benefit from) Income Taxes

The provision for income taxes was $1.1 million for the three months ended October 24, 2015 as compared to a benefit from
income taxes of $0.2 million for the three months ended October 25,2014.

The effective tax rate for the three months ended October 24,2015 and the three months ended October 25,2014 was 5.1%
and -1.5%, respectively. The tax expense for the three months ended October 24, 2015 primarily relates to foreign and
alternative minimum tax. As future realization of deferred tax assets, including net operating loss carryforwards, did not meet
the more likely than not threshold, the Company recorded a full valuation allowance as of October 24, 2015. As such, the
Company anticipates that its effective tax rate for the short year 2015 to be, similar to prior years, significantly lower than the
statutory rate. The benefit recorded in the three months ended October 25, 2014 is related to foreign tax true-ups.

Six Months Ended October 24, 2015 Compared to Six Months Ended October 25, 2014
Revenues

Revenue for the six months ended October 24,2015 increased by $6.5 million, or 1.5%, as compared to the six months ended
October 25,2014.

Distribution segment revenues increased 0.9%, or $3.5 million, from the six months ended October 25, 2014. The revenue
growth in the six month period was negatively impacted by approximately $2.7 million of foreign exchange translation
related to a year-over-year decline in the value of the Canadian dollar. Revenue from our Furniture product lines increased by
$19.4 million, or 18.9%, which offset declines of $8.1 million and $4.8 million in the Agenda and Supplies categories. The
increased revenues in our Furniture category was related to increased spending in new school construction which is
projected to be up 16% in 2015, strong growth in our private label furniture lines, the introduction of new products and more
effective sales and marketing efforts. Supplies category revenue was negatively impacted by delayed budget approvals in
certain larger states. In addition, competitive pressures in traditional office supplies contributed to the decline. Revenues in
the Agenda category have continued to decline as we believe schools have de-emphasized paper-based planners. The year-
over-year decline in the value of the Canadian dollar versus the U.S. dollar has contributed approximately $1.6 million ofthe
year-over-year revenue decline for the Agenda category.
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Curriculum segment revenues increased 4.8%, or $3.0 million, from the six months ended October 25, 2014. Revenues in the
Science category increased by $4.0 million in the six month period ended October 24, 2015 mainly due to the strong
acceptance in the current year for the Science category’s new curriculum which is aligned with Next Generation Science
Standards. The new Science curriculum has contributed a volume of orders that is helping to replace prior year revenue from
the Texas adoption of'its state science curriculum. Partially offsetting the revenue increase from the Science category is a
decline of $1.0 million in Reading category revenue as demand for the Company’s products was slightly weaker than prior
year.

Gross Profit

Gross margin for the six months ended October 24, 2015 was 37.5% as compared to 37.7% for the six months ended
October 25,2014.

Distribution segment gross margin was 34.4% for the six months ended October 24,2015 as compared to 35.5% for the six
months ended October 25, 2014. The 110 basis point decline in segment gross margin is from the change in mix within the
segment with Supplies and Agenda revenues declining and Furniture revenues increasing. The impact of the weaker
Canadian dollar versus the U.S. dollar in the second quarter of short year 2015 as compared to the second quarter of fiscal
2015 resulted in 50 basis points of gross margin decline. These gross margin declines were partially offset by overall
improved gross margin rate at the product category level which netted a 50 basis point positive impact.

Curriculum segment gross margin was 54.8% for the six months ended October 24,2015 as compared to 51.1% for the six
months ended October 25,2014. A decrease in product development amortization of $2.1 million in the first six months of
short year 2015 as compared to the first six months of fiscal 2015 resulted in 360 basis points of gross margin improvement.
Improved product margins within the Science category associated with a combination of the new curriculum products and
pricing resulted in approximately 80 basis points of gross margin improvement; however, the impact of mix shifting towards
Science versus Reading resulted in 70 basis points of gross margin decline in the current period.

Selling, General and Administrative Expenses

SG&A decreased $10.9 million from $129.8 million for the six months ended October 25,2014 to $118.9 million for the six
months ended October 24,2015. As a percent of revenue, SG&A decreased from 29.6% for the six months ended October 25,
2014 to 26.7% for the six months ended October 24,2015.

SG&A attributable to the Distribution and Curriculum segments decreased $6.2 million and Corporate SG&A decreased $4.7
million in the first six months as compared to last year’s first six months.

Distribution segment SG&A decreased $4.5 million, or 4.4%, from $101.0 million for the six months ended October 25,
2014 to $96.5 million for the six months ended October 24,2015. Compensation and benefit costs for the Distribution
segment decreased $4.7 million associated with a 10% reduction in the number of full-time associates in the Distribution
segment as of October 24, 2015. This reduction has been partially offset by approximately $2.0 million of incremental
accrued performance-based incentive compensation in the current year’s period. Based on performance in the prior year, last
year’s incentive compensation was zero for the six month period. As planned, approximately $1.4 million of the savings
associated with the reduction in the number of associates was offset by incremental expense related to outsourcing a portion
of our customer care call center and transferring certain fulfillment activities to a third-party logistics provider to better
service west coast customers. Approximately 3% of the Distribution segment’s fulfillment activities were completed by the
third-party logistics provider. The resulting shorter lead times for west coast customers is expected to lead to revenue growth
from these customers. Variable outbound transportation costs decreased in this year’s six month period by $1.3 million. This
decline is related primarily to decreased shipments from our fulfillment centers associated with the revenue decline in the
Supplies and Agenda categories. Catalog expense declined by $1.2 million in the first six months of short year 2015 as
compared to the first six months of fiscal 2015 associated with the Company’s continued strategy of increasing
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customer interactions through digital marketing campaigns and more efficient use of print catalogs. Depreciation and
amortization expense decreased by $1.2 million related to both lower capital expenditures in the prior year and the write-off
in the fourth quarter of fiscal 2015 of amortizable intangible assets for the Company’s Agenda product category. Distribution
segment SG&A decreased as a percent of revenue from 27.0% for the six months ended October 25, 2014 to 25.3% for the six
months ended October 24, 2015.

Curriculum segment SG&A decreased $1.7 million, or 7.5%, from $23.1 million for the six months ended October 25,2014
to $21.4 million for the six months ended October, 2015. Compensation and benefit costs for the Curriculum segment
decreased $2.1 million due to a reduction in headcount. The number of full-time associates in the Curriculum segment as of
October 24,2015 has been reduced by approximately 30% as compared to the second quarter of fiscal 2015. This reduction
has been partially offset by approximately $0.5 million of incremental accrued performance-based incentive compensation in
the current year’s period. Based on performance in the prior year, last year’s incentive compensation was zero for the six
month period. Outbound transportation costs increased by approximately $0.2 million associated with the increased
revenues. Curriculum segment SG&A decreased as a percent of revenue from 36.4% for the six months ended October 25,
2014 to 33.2% for the six months ended October 24, 2015.

Corporate SG&A decreased by $4.7 million for the six months ended October 24, 2015 as compared to the six months ended
October 25,2014, from $5.7 million to $0.9 million. The costs in the prior year were related primarily to transition expenses
associated with transferring the majority of the fulfillment activities to the Mansfield, Ohio distribution center and
consulting fees associated with process improvement initiatives. These costs did not recur in the current short year period.

Facility exit costs and restructuring

In the first six months of short year 2015, the Company recorded $0.8 million of restructuring charges related primarily to
severance and $0.5 million of lease termination costs. The lease termination relates to the reduction in the square footage of
its Cambridge, Massachusetts facility.

In the first six months of fiscal 2015, the Company recorded $2.1 million of restructuring charges related primarily to
severance.

Interest Expense

Interest expense decreased $0.6 million, from $10.5 million for the six months ended October 25,2014 to $9.9 million for the
six months ended October 24,2015, which was primarily due to a decrease in non-cash interest associated with the
Company’s deferred payment obligations. In last year’s quarter ended July 26, 2014, the principal balance of the Company’s
deferred cash payment obligations were increased as a result of an adjustment to the fresh start accounting estimate.
Accordingly, an incremental $0.4 million of non-cash interest was recorded in last year’s first quarter related to the change in
estimate. Cash interest for the six month period ended October 24,2015 was down $0.1 million as compared to last year’s
comparable period due to the combination of reduced commitment fees on any unused portion of the ABL facility and the
$10.0 million pay down on the Term Loan during the second quarter of 2015 offset in part by higher borrowings under the
ABL facility.

Loss on Prepayment of Long Term Indebtedness

The Company recorded a $0.2 million charge in the six months ended October 24,2015 associated with the prepayment of
$10.0 million of its Term Loan.

Loss on Early Extinguishment of Debt

In the six months ended October 24,2015, the Company recorded a non-cash charge of $0.9 million related to the
acceleration of the remaining unamortized debt issuance costs associated with the second amendment ofits ABL facility.
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Change in Fair Value of Interest Rate Swap

The Company has an interest rate swap agreement that effectively fixes the interest payments on a portion of the Company’s
variable-rate debt. The swap, which has a termination date of September 11, 2016, effectively fixes the LIBOR-based interest
rate on the debt in the amount of the notional amount of the swap at 9.985%. The notional amount of the swap at October 24,
2015 was $72.5 million. As of October 24, 2015, the fair value of the derivative increased by less than $0.1 million and,
accordingly, a non-cash gain of $0.1 million was recorded.

Reorganization Items, Net

In the six months ended October 25,2014, the Company recorded a $0.3 million net reorganization loss. This consists of
professional advisory fees and other costs related to the continued implementation of the Reorganization Plan and the
resolution of unresolved claims. The Company did not record reorganization items in the six months ended October 24,
2015, nor does it expect to incur significant costs related to the Reorganization Plan in future periods. The Chapter 11 Case
was closed during the Company’s second quarter of short year 2015.

Provision for (Benefit from) Income Taxes

The provision for income taxes was $1.2 million for the six months ended October 24,2015 as compared to a benefit from
income taxes of $0.2 million for the six months ended October25,2014.

The effective tax rate for the six months ended October 24,2015 and the six months ended October 25,2014 was 3.4% and
-1.0%, respectively. The tax expense for the six months ended October 24,2015 primarily relates to foreign and alternative
minimum tax. As future realization of deferred tax assets, including net operating loss carryforwards, did not meet the more
likely than not threshold, the Company recorded a full valuation allowance as of October 24, 2015. As such, the Company
anticipates that its effective tax rate for the short year 2015 to be, similar to prior years, significantly lower than the statutory
rate. The benefit recorded in the six months ended October 25, 2014 is related to foreign tax true-ups.

Liquidity and Capital Resources

At October 24,2015, the Company had net working capital of $136.8 million. The Company’s capitalization at October 24,
2015 was $278.2 million and consisted of total debt of $177.0 million and stockholders’ equity of $101.2 million.

On June 11,2013, in accordance with the Reorganization Plan, the Company entered into a Loan Agreement (the “Asset-
Based Credit Agreement”) among the Company, Bank of America, N.A, as Agent, SunTrust Bank, as Syndication Agent,

Merrill Lynch, Pierce, Fenner & Smith Incorporated and SunTrust Robinson Humphrey, Inc., as Joint Lead Arrangers and

Bookrunners, and the Lenders that are party to the Asset-Based Credit Agreement (the “Asset-Based Lenders”).

Under the Asset-Based Credit Agreement, the Asset-Based Lenders agreed to provide a revolving senior secured asset-based
credit facility (the “ABL Facility”) in an aggregate principal amount of $175.0 million. As of August 7, 2015, the aggregate
commitments were permanently reduced, at the election of the Company, by $50.0 million, from $175.0 million to $125.0
million. The Company believes that this reduction will enable the Company to reduce its annual interest expense through
lower commitment fees, and that the commitments, as reduced, will continue to provide sufficient borrowing capacity for the
remaining term of the agreement. Outstanding amounts under the ABL Facility will bear interest at a rate per annum equal to,
at the Company’s election: (1) a base rate (equal to the greatest of (a) the prime lending rate, (b) the federal funds rate plus
0.50%, and (c) the 30-day LIBOR rate plus 1.00% per annum) (the “Base Rate”) plus an applicable margin (equal to a
specified margin based on the interest rate elected by the Company, the fixed charge coverage ratio under the ABL Facility
and the applicable point in the life of the ABL Facility) (the “Applicable Margin”), or (2) a LIBOR rate plus the Applicable
Margin (the “LIBOR Rate”). Interest on loans under the ABL Facility bearing interest based upon the Base Rate will be due
monthly in arrears, and interest on loans bearing interest based upon the LIBOR Rate will be due on the last day of each
relevant interest period or, if sooner, on the respective dates that fall every three months after the beginning of such interest
period.

The Company may prepay advances under the ABL Facility in whole or in part at any time without penalty or premium. The
Company will be required to make specified prepayments upon the occurrence of certain events, including: (1) the amount
outstanding on the ABL Facility exceeding the Borrowing Base, and (2) the Company’s receipt of net cash proceeds of any
sale or disposition of assets that are first priority collateral for the ABL Facility.
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Pursuant to a Guaranty and Collateral Agreement dated as of June 11,2013 (the “ABL Security Agreement”), the ABL
Facility is secured by a first priority security interest in substantially all assets of the Company and the guarantor subsidiaries.
Under an intercreditor agreement between the Asset-Based Lenders and the Term Loan Lenders, as defined and described
below, the Asset-Based Lenders have a first priority security interest in substantially all working capital assets of the
Company and the guarantor subsidiaries, and a second priority security interest in all other assets, subordinate only to the
first priority security interest of the Term Loan Lenders in such other assets.

The Asset-Based Credit Agreement contains customary events of default and financial, affirmative and negative covenants,
including but not limited to a springing financial covenant relating to the Company’s fixed charge coverage ratio and
restrictions on indebtedness, liens, investments, asset dispositions and dividends and other restricted payments. The
Company was in compliance with the financial covenants during the six months ended October 24,2015.

Also on June 11,2013, the Company entered into a credit agreement (the “Term Loan Credit Agreement”) among the
Company, Credit Suisse AG, as Administrative Agent and Collateral Agent, and the lenders party to the Term Loan Credit
Agreement (the “Term Loan Lenders”).

Under the Term Loan Credit Agreement, the Term Loan Lenders agreed to make a term loan (the “Term Loan”) to the
Company in aggregate principal amount of $145 million. The outstanding principal amount of the Term Loan bears interest
at a rate per annum equal to the applicable LIBOR rate (with a 1% floor) plus 8.50%, or the base rate plus a margin of 7.50%.
Interest on loans under the Term Loan Credit Agreement bearing interest based upon the base rate will be due quarterly in
arrears, and interest on loans bearing interest based upon the LIBOR rate will be due on the last day of each relevant interest
period or, if sooner, on the respective dates that fall every three months after the beginning of such interest period.

The Term Loan matures on June 11,2019. The Term Loan Credit Agreement requires prepayments at specified levels upon
the Company’s receipt of net proceeds from certain events, including: (1) certain dispositions of property, divisions, business
units or business lines; and (2) other issuances of debt other than Permitted Debt, as defined in the Term Loan Credit
Agreement. The Term Loan Credit Agreement also requires prepayments at specified levels from the Company’s excess cash
flow. The Company is also permitted to voluntarily prepay the Term Loan in whole or in part. Any prepayments are to be
made at par, plus an early payment fee calculated in accordance with the terms of the Term Loan Credit Agreement, as
amended, if prepaid prior to October 31,2016.

Pursuant to a Guarantee and Collateral Agreement dated as of June 11,2013 (the “Term Loan Security Agreement”), the Term
Loan is secured by a first priority security interest in substantially all assets of the Company and the guarantor subsidiaries.
Under an intercreditor agreement between the Asset-Based Lenders and the Term Loan Lenders, the Term Loan Lenders have
a second priority security interest in substantially all working capital assets of the Company and the subsidiary guarantors,
subordinate only to the first priority security interest of the Asset-Based Lenders in such assets, and a first priority security
interest in all other assets.

The Term Loan Credit Agreement contains customary events of default and financial, affirmative and negative covenants,
including but not limited to quarterly financial covenants that commenced on the fiscal quarter ending October 26,2013,
relating to the Company’s (1) minimum interest coverage ratio and (2) maximum net total leverage ratio and restrictions on
indebtedness, liens, investments, asset dispositions and dividends and other restricted payments. The Company was in
compliance with the financial covenants during the six months ended October 24, 2015.

On October 31, 2014 the Company obtained amendments to both its Asset-Based Credit Agreement and Term Loan Credit
Agreement. The amendments provide the Company additional flexibility in its execution of certain restructuring actions by
increasing the dollar amount of EBITDA covenant add backs for non-recurring, unusual or extraordinary charges, business
optimization expenses or other restructuring charges or reserves and cash expenses relating to earn outs or similar
obligations. The Company closely evaluates its ability to remain in compliance with the financial covenants under the
Asset-Based Credit Agreement and Term Loan Credit Agreement. Based on current projections, the Company believes it will
maintain compliance with these financial covenants through the next twelve months.
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On September 16,2015, the Company obtained a second amendment to its Asset-Based Credit Agreement. The amendment
provided for the following; (1) a reduction in the Applicable Margin for base rate loans and LIBOR loans; (2) a reduction in
the unused line fee rate; (3) and extension of the scheduled maturity date to September 16,2020, which automatically
becomes March 12,2019 unless the Term Loan has been repaid, refinanced, redeemed, exchanged or amended prior to such
date (in the case of a refinancing or amendment to a date that is at least 90 days after the schedule maturity date); (4) the
withdrawal of SunTrust Bank as a lender and the assumption of its commitments by the remaining lenders; (5) an expansion
of'the Company’s ability to use excess availability to satisfy financial covenants during the peak season of July through
September; and (6) certain amendments relating to the previously announced permanent reduction in the aggregate
commitments.

Net cash provided by operating activities was $11.6 million and $12.4 million for the six months ended October 24,2015
and October 25, 2014, respectively. The decrease in cash provided by operating activities was related to year-over-year
changes in net working capital, partially offset with additional net income. While net income increased by $13.7 million in
the six months ended October 24,2015 as compared to the six months ended October 25,2104, $3.2 million of the
improvement related to a reduction in non-cash charges. The largest variance within net working capital was an increase in
the Company’s accounts receivable balance of $70.9 million in the current year’s first six months as compared to an increase
0f'$55.7 million in the prior year’s first six months. This incremental growth in accounts receivable is related to a
combination of increased year-over-year revenues in the last three months of the six-month period and the timing of customer
payments.

Net cash used in investing activities was $4.7 million and $8.7 million for the six months ended October 24,2015 and
October 25,2014, respectively. The decrease was primarily due to $1.6 million of capital improvements made during the first
quarter of last year in our distribution center in Mansfield, Ohio related to the reconfiguration of the distribution network. In
addition, product development spending had decreased for the six month period by $1.3 million as we re-focus our product
development strategy in key product categories, such as Reading.

Net cash used in financing activities was $6.5 and $2.5 million for the six months ended October 24,2015 and October 25,
2014, respectively. In both periods, the net cash used in financing activities represents combined net paydowns of its ABL
and Term Loan facilities using net cash provided by operations less cash used in investing. Outstanding borrowings on the
ABL Facility were $28.5 million as October 24, 2015, while the excess availability on that date for the ABL Facility, as
amended, was $80.8 million. On September 21,2015, the Company elected to make a $10.0 million prepayment on the Term
Loan. While the Company incurred a $0.2 million charge related to the repayment, the reduction in the Term Loan, using
proceeds from the ABL Facility, allows the Company to reduce prospective interest expense. The Company’s remaining net
Term Loan balance as of October 24,2015 was $130.2 million.

We believe that our cash flow from operations, borrowings available from our existing credit facility and other sources of
capital will be sufficient to meet our liquidity requirements for operations, including anticipated capital expenditures and
our contractual obligations for the foreseeable future.

Fluctuations in Quarterly Results of Operations

Our business is subject to seasonal influences. Our historical revenues and profitability have been dramatically higher in the
first two quarters of our fiscal year, primarily due to increased shipments to customers coinciding with the start of each school
year. Quarterly results also may be materially affected by the variations in our costs for the products sold, the mix of products
sold and general economic conditions. Therefore, results for any fiscal quarter are not indicative of the results that we may
achieve for any subsequent fiscal quarter or for a full fiscal year.

Inflation

Inflation, particularly in energy costs, has had and is expected to have an effect on our results of operations and our internal
and external sources of liquidity.
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Forward-Looking Statements

Statements in this Quarterly Report which are not historical are “forward-looking” statements within the meaning of the
Private Securities Litigation Reform Act of 1995. The forward-looking statements include: (1) statements made under Item 2,
Management’s Discussion and Analysis of Financial Condition and Results of Operations, including, without limitation,
statements with respect to our internal growth plans, projected revenues and revenue growth, margin improvement, capital
expenditures, adequacy of capital resources and ability to comply with financial covenants; and (2) statements included or
incorporated by reference in our future filings with the Securities and Exchange Commission. Forward-looking statements
also include statements regarding the intent, belief or current expectation of School Specialty or its officers. Forward-looking
statements include statements preceded by, followed by or that include forward-looking terminology such as “may,”
“should,” “believes,” “expects,” “anticipates,” “estimates,” “continues,” “projects” or similar expressions.

99 ¢ 29 ¢ 99 ¢¢ 99 ¢

All forward-looking statements included in this Quarterly Report are based on information available to us as of the date
hereof. We do not undertake to update any forward-looking statements that may be made by us or on our behalf, in this
Quarterly Report or otherwise. Our actual results may differ materially from those contained in the forward-looking
statements identified above. Factors which may cause such a difference to occur include, but are not limited to, the risk
factors set forth in Item 1A, “Risk Factors” of our Annual Report on Form 10-K for the fiscal year ended April 25, 2015.
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ITEM 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes in qualitative and quantitative disclosures about market risk from what was reported in
our Annual Report on Form 10-K for the fiscal year ended April 25,2015.

ITEM 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Based on an evaluation as of the end of the period covered by this quarterly report, the Company’s principal executive officer
and principal financial officer have concluded that the Company’s disclosure controls and procedures (as defined in Rule
13a-15(e) under the Securities Exchange Act of 1934 (the “Exchange Act”)) were not effective for the purposes set forth in
the definition ofthe Exchange Act rules due to a material weakness in internal control over financial reporting related to the
design of controls over non-routine accounting matters that did not establish sufficient segregation of duties between
analyzing non-routine accounting matters and performing sufficient detailed reviews of the analysis and accounting
conclusions.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act)
during the fiscal quarter ended October 24, 2015 that have materially affected, or are reasonably likely to materially affect,
our internal control over financial reporting.
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PART II - OTHER INFORMATION

ITEM 6. Exhibits

See the Exhibit Index, which is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned thereunto duly authorized.

SCHOOL SPECIALTY, INC.
(Registrant)

December2,2015 /s/ Ryan M. Bohr

Date Ryan M. Bohr

Executive Vice President and Chief Financial Officer
(Principal Financial Officer)

December2.2015 /s/ Kevin L. Baehler

Date Kevin L. Baehler
Senior Vice President and Chief Accounting Officer
(Principal Accounting Officer)
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EXHIBIT INDEX

Exhibit No. Description
10.1 Second Amendment to Loan Agreement among the Company, certain of its subsidiaries, Bank of America,

N.A. and Bank of Montreal, as lenders, and Bank of America, N.A., as agent for the lenders, incorporated
by reference to the Company’s Current Report on Form 8-K dated September 16,2015,

31.1 Certification pursuant to Section 302 of the Sarbanes Oxley Act 02002, by Chief Executive Officer.
31.2 Certification pursuant to Section 302 of the Sarbanes Oxley Act 0f 2002, by Chief Financial Officer.
32.1 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes

Oxley Act 0f2002, by Chief Executive Officer.

322 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes
Oxley Act 02002, by Chief Financial Officer.

101 The following materials from School Specialty, Inc.’s. Quarterly Report on Form 10-Q for the quarter ended
October 24,2015 are filed herewith, formatted in XBRL (Extensive Business Reporting Language): (i) the
Condensed Consolidated Balance Sheets, (i1) the Condensed Consolidated Statement of Operations, (iii)
the Condensed Consolidated Statement of Comprehensive Income, (iv) the Condensed Consolidated
Statement of Cash Flows, and (v) Notes to Condensed Consolidated Financial Statements.
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