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Filed Pursuant to Rule 424(b)(3)
Registration No. 333-192475

PROSPECTUS SUPPLEMENT NO. 16
SCHOOL SPECIALTY, INC.
1,136,415 shares of Common Stock
This prospectus supplement relates to the prospectus dated June 27, 2017, which covers the sale of an aggregate of up to 1,136,415 shares of our
common stock, $0.001 par value per share (the “Common Stock”), after giving effect to the seven-for-one stock split of the Common Stock that was effective
on August 15, 2017, by the selling stockholder identified in the prospectus (collectively with any such holder’s transferee, pledgee, donee or successor,
referred to below as the “Selling Shareholder”). The shares of common stock covered by the prospectus were issued in connection with the 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”) filed by us and certain of our subsidiaries (collectively, the “Debtors”) on January 28, 2013, pursuant to the May 23, 2013
Bankruptcy Court order confirming the Second Amended Joint Plan of Reorganization Under Chapter 11 of the Bankruptcy Code, as corrected by the
Bankruptcy Court on June 3, 2013.
We will not receive any proceeds from the sale by the Selling Shareholder of the shares covered by the prospectus.
This prospectus supplement is being filed to include the information set forth in our reports on Form 8-K filed on September 5, 2017 and Form 10-Q
filed on November 8, 2017, which are set forth below. This prospectus supplement should be read in conjunction with the prospectus, which is to be
delivered with this prospectus supplement.
The last reported price of our common stock on the OTCQB marketplace on November 7, 2017 was $16.40 per share. Although our stock is quoted in
the OTCQB, it is thinly traded, and as a result our investors do not have a meaningful degree of liquidity. Our executive offices are located at W6316 Design
Drive, Greenville, Wisconsin 54942, and our telephone number is (920) 734-5712.
Investing in our securities involves risks. You should carefully consider the Risk Factors beginning on page 1 of the prospectus before you make an
investment in our securities.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or determined if
the prospectus or this prospectus supplement are truthful or complete. Any representation to the contrary is a criminal offense.
The date of this prospectus supplement is November 9, 2017.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934
Date of Report (date of earliest event reported): September 1, 2017

SCHOOL SPECIALTY, INC.
(Exact name of registrant as specified in its charter)

Delaware

000-24385

39-0971239

(State or other jurisdiction
of incorporation)

(Commission
File Number)

(IRS Employer
Identification No.)

W6316 Design Drive
Greenville, Wisconsin 54942
(Address of principal executive offices, including zip code)

Registrant’s telephone number, including area code: (920) 734-5712

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:
☐

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

☐

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

☐

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

☐

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§ 230.405 of this chapter)
or Rule 12b-2 of the Securities Exchange Act of 1934 (§ 240.12b-2 of this chapter).
Emerging growth company ☐
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐
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Item 4.01. Changes in Registrant’s Certifying Accountants.
As previously disclosed, on August 11, 2017, the Audit Committee of the Board of Directors of School Specialty, Inc. (the “Company”) recommended
and approved the selection of Grant Thornton LLP (“Grant Thornton”) as the Company’s new independent registered public accounting firm. The change was
subject to the completion of Grant Thornton’s client acceptance procedures and execution of an engagement letter. On September 1, 2017, Grant Thornton
completed their client acceptance procedures and officially accepted the engagement effective for the Company’s fiscal year ending December 30, 2017.
During the fiscal year ended December 31, 2016, the transition period ended December 26, 2015 and the fiscal year ended April 25, 2015, and through
September 1, 2017, neither the Company, nor anyone on its behalf, consulted Grant Thornton regarding either (i) the application of accounting principles to
a specified transaction, either completed or proposed, or the type of audit opinion that might be rendered on the financial statements of the Company and
neither a written report nor oral advice was provided to the Company that Grant Thornton concluded was an important factor considered by the Company in
reaching a decision as to any accounting, auditing, or financial reporting issue; or (ii) any matter that was the subject of a “disagreement” (as defined in
Item 304(a)(1)(iv) of Regulation S-K and the related instructions) or a “reportable event” (as described in Item 304(a)(1)(v) of Regulation S-K).
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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 hereunto duly authorized.
SCHOOL SPECIALTY, INC.
Dated: September 5, 2017

By: /s/ Kevin L. Baehler
Kevin L. Baehler
Executive Vice President and Chief Financial Officer
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q
☒

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934:
FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2017
OR

☐

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
FOR THE TRANSITION PERIOD FROM

TO

Commission File Number: 000-24385

SCHOOL SPECIALTY, INC.
(Exact name of Registrant as specified in its charter)

Delaware

39-0971239

(State or Other Jurisdiction
of Incorporation)

(IRS Employer
Identification No.)

W6316 Design Drive
Greenville, Wisconsin 54942
(Address of Principal Executive Offices)
(Zip Code)

(920) 734-5712
(Registrant’s Telephone Number, including Area Code)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days. Yes ☒ No ☐
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if any, every Interactive Data File required to
be submitted and posted pursuant to Rule 405 of Regulation S-T (Section 232.405 of this chapter) during the preceding 12 months (or for such shorter period
that the registrant was required to submit and post such files). Yes ☒ No ☐
Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, smaller reporting company, or an
emerging growth company. See definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in
Rule 12b-2 of the Exchange Act. (check one):
Large accelerated filer

☐

Accelerated filer

☒

Non-accelerated filer

☐ (Do not check if a smaller reporting company)

Smaller reporting company

☐

Emerging growth company

☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ☐ No ☒
Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Sections 12, 13 or 15(d) of the Securities Exchange
Act of 1934 subsequent to the distribution of securities under a plan confirmed by a court. Yes ☒ No ☐
Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date.

Class

Outstanding at
November 8, 2017

Common Stock, $0.001 par value

7,000,000
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PART I – FINANCIAL INFORMATION
ITEM 1.

Condensed Consolidated Unaudited Financial Statements
SCHOOL SPECIALTY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(In Thousands, except share and per share amounts)

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, less allowance for doubtful accounts of $1,575,
$1,159, and $1,605, respectively
Inventories, net
Deferred catalog costs
Prepaid expenses and other current assets
Refundable income taxes
Total current assets
Property, plant and equipment, net
Goodwill
Intangible assets, net
Development costs and other
Deferred taxes long-term
Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Current maturities - long-term debt
Accounts payable
Accrued compensation
Deferred revenue
Accrued income tax payable
Other accrued liabilities
Total current liabilities
Long-term debt - less current maturities
Other liabilities
Total liabilities
Commitments and contingencies - Note 15

September 30, 2017

December 31, 2016

September 24, 2016

$

8,167

$

35,097

$

7,349

$

162,343
84,250
2,924
15,357
6
273,047
33,884
31,437
32,347
18,487
150
389,352

$

61,713
73,649
5,235
11,976
728
188,398
28,684
21,588
35,049
13,703
185
287,607

$

172,078
84,848
2,563
13,238
—
280,076
28,722
21,588
35,950
15,759
5
382,100

$

Stockholders’ equity:
Preferred stock, $0.001 par value per share, 500,000 shares authorized;
none outstanding
Common stock, $0.001 par value per share, 50,000,000 shares
authorized; 7,000,000 shares outstanding
Capital in excess of par value
Accumulated other comprehensive loss
Retained earnings (accumulated deficit)
Total stockholders’ equity
Total liabilities and stockholders’ equity

56,142
38,352
9,199
5,592
3,367
20,019
132,671
138,817
169
271,657

$

—

$

7
122,512
(1,379)
(3,445)
117,695
389,352

$

—

$

See accompanying notes to condensed consolidated financial statements.
2

5,493
22,078
12,008
2,922
—
14,909
57,410
131,994
84
189,488

7
120,849
(1,784)
(20,953)
98,119
287,607

50,637
43,970
13,266
3,547
3,471
18,801
133,692
136,686
95
270,473

—

$

7
120,399
(1,669)
(7,110)
111,627
382,100
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SCHOOL SPECIALTY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(In Thousands, Except Per Share Amounts)

Revenues
Cost of revenues
Gross profit
Selling, general and administrative expenses
Facility exit costs and restructuring
Operating income
Other expense (income):
Interest expense
Change in fair value of interest rate swap
(Gain) on sale of unconsolidated affiliate
Loss on early extinguishment of debt
Income before benefit from income taxes
Provision for income taxes
Net income

For the Three Months Ended
September 30, 2017
September 24, 2016

For the Nine Months Ended
September 30, 2017
September 24, 2016

$

$

$

Weighted average shares outstanding:
Basic EPS
Diluted EPS
Net income per Share:
Basic
Diluted

288,641
181,513
107,128
64,694
138
42,296
3,537
—
—
—
38,759
4,614
34,145

$

$

7,000
7,025
$
$

4.88
4.86

301,569
190,011
111,558
64,454
93
47,011
4,488
(95)
(9,090)
—
51,708
8,813
42,895

$

7,000
7,000
$
$

6.13
6.13

11,783
—
—
4,298
21,829
4,321
17,508

$

$

7,000
7,023
$
$

See accompanying notes to condensed consolidated financial statements.
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545,928
343,782
202,146
163,882
354
37,910

2.50
2.49

541,152
338,530
202,622
164,977
642
37,003
13,333
(271)
(9,090)
—
33,031
4,425
28,606
7,000
7,000

$
$

4.09
4.09
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SCHOOL SPECIALTY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)
(In Thousands)

Net income
Other comprehensive income, net of tax:
Foreign currency translation adjustments
Total comprehensive income

For the Three Months Ended
September 30, 2017
September 24, 2016

For the Nine Months Ended
September 30, 2017
September 24, 2016

$

34,145

$

42,895

$

17,508

$

28,606

$

221
34,366

$

(89)
42,806

$

405
17,913

$

250
28,856

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 Nine Months Ended
September 30, 2017
September 24, 2016

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash used in operating activities:
Depreciation and intangible asset amortization expense
Amortization of development costs
Amortization of debt fees and other
Change in fair value of interest rate swap
Loss on early extinguishment of debt
Unrealized foreign exchange (gain) loss
(Gain) on sale of unconsolidated affiliate
Share-based compensation expense
Deferred taxes
Non-cash interest expense
Changes in current assets and liabilities:
Accounts receivable
Inventories
Deferred catalog costs
Prepaid expenses and other current assets
Accounts payable
Accrued liabilities
Net cash used in operating activities
Cash flows from investing activities:
Additions to property, plant and equipment
Investment in product development costs
Cash paid in acquisitions, net of cash acquired:
Proceeds from sale of unconsolidated affiliate
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from bank borrowings
Repayment of bank borrowings
Payment of debt fees and other
Net cash provided by financing activities
Effect of exchange rate changes on cash
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
Supplemental disclosures of cash flow information:
Interest paid
Income taxes paid, net

$

$

9,425
3,973
1,061
—
4,298
6
—
1,663
35
2,424

$
$
$

See accompanying notes to condensed consolidated financial statements.
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17,508

28,606
10,716
5,029
1,550
(271)
—
(1,005)
(9,090)
1,165
1
1,385

(96,051)
(7,812)
2,336
(2,247)
14,216
4,473
(44,692)

(113,681)
(8,646)
3,964
(118)
24,216
10,748
(45,431)

(11,676)
(2,283)
(18,114)
—
(32,073)

(9,607)
(1,949)
—
9,805
(1,751)

358,793
(305,003)
(4,016)
49,774
61
(26,930)
35,097
8,167

$

258,788
(218,024)
—
40,764
902
(5,516)
12,865
7,349

$
$

10,398
1,293

8,298
263
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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 December 31,
2016 has been derived from School Specialty, Inc.’s (“School Specialty” or the “Company”) audited financial statements for the period ended December 31,
2016. For further information, refer to the consolidated financial statements and notes thereto included in the Company’s Form 10-K for the period ended
December 31, 2016.
NOTE 2 – INCREASED AUTHORIZED SHARES AND STOCK-SPLIT
At the Special Meeting of Stockholders of School Specialty, Inc. (the “Company”) held on August 15, 2017, the Company’s stockholders voted on a
proposal to approve the proposed amendment to the Company’s Amended and Restated Certificate of Incorporation, as amended, to increase the number of
authorized shares of common stock, par value $0.001 per share, of the Company (“Common Stock”) from 2,000 to 50,000 shares (the “Amendment”) for the
purpose of, among other things, effecting a seven-for-one stock split of the Common Stock as part of the Amendment. Our condensed consolidated financial
statements, related notes, and other financial data contained in this report have been adjusted to give retroactive effect to the increased authorization and
stock split for all periods presented.
NOTE 3 – RECENT ACCOUNTING PRONOUNCEMENTS
In May 2017, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2017-09, “Compensation - Stock
Compensation: Scope of Modification Accounting.” ASU 2017-09 amends the scope of modification accounting for share-based payment arrangements.
Specifically, an entity would not apply modification accounting if the fair value, vesting conditions, and classification of the awards are the same
immediately before and after the modification. The amendments in this update are effective for financial statements issued for annual periods beginning after
December 15, 2017, including interim periods within those annual periods, and early adoption is permitted for interim or annual periods. The adoption is not
expected to have a material impact on the consolidated financial statements.
In January 2017, the FASB issued ASU No. 2017-04, “Intangibles - Goodwill and Other: Simplifying the Test for Goodwill Impairment.” ASU 2017-04
eliminates the requirement to calculate the implied fair value of goodwill to measure a goodwill impairment charge; instead, an impairment charge will be
based on excess of the reporting unit’s carrying amount over its fair value. The Company has elected to early adopt ASU 2017-04, and the ASU will be
applied prospectively to all future goodwill impairment tests performed on an interim or annual basis.
In August 2016, the FASB issued ASU No. 2016-15, “Statement of Cash Flows.” ASU No. 2016-15 is intended to reduce diversity in practice in the manner
certain transactions are classified in the statement of cash flows. This guidance will be effective for fiscal years beginning after December 15, 2017 and
interim periods within those fiscal years. The Company is currently in the process of evaluating the impact of adoption of this ASU on the Company’s
consolidated financial statements.
In March 2016, the FASB issued ASU No. 2016-09, “Compensation-Stock Compensation.” ASU No. 2016-09 is intended to simplify various aspects related
to the manner in which share-based payments are accounted for and presented in the financial statements. This guidance was effective for fiscal years
beginning after December 15, 2016 and interim periods within those fiscal years. The adoption of this update did not have a material impact on the
Company’s consolidated financial statements.
6
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SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)
In February 2016, the FASB issued ASU No. 2016-02, “Leases.” ASU No. 2016-02 requires lessees to recognize the assets and liabilities arising from leases
on the balance sheet. The new guidance requires that all leases create an asset and a liability for the lessee in accordance with FASB Concepts Statement
No. 6, Elements of Financial Statements. This guidance will be effective for periods beginning after December 15, 2018. The Company is currently in the
process of evaluating the impact of adoption of this ASU on the Company’s consolidated financial statements.
In November 2015, the FASB issued ASU No. 2015-17, “Income Taxes - Balance Sheet Classification of Deferred Taxes.”ASU No. 2015-17 simplifies the
presentation of deferred taxes. The new guidance required that deferred tax liabilities and assets be classified as noncurrent on the balance sheet, as opposed
to being presented as current or non-current. This guidance was effective for annual periods beginning after December 15, 2016. The adoption of this update
did not have a material impact on the Company’s consolidated financial statements.
In May 2014, the FASB issued ASU No. 2014-09, “Revenue from Contracts with Customers.” ASU No. 2014-09 provides guidance for revenue recognition.
The standard’s core principle is that a company will recognize revenue when it transfers promised goods or services to customers in an amount that reflects
the consideration to which the company expects to be entitled in exchange for those goods or services. In doing so, companies will need to use more
judgment and make more estimates than under today’s guidance. These may include identifying performance obligations in the contract, estimating the
amount of variable consideration to include in the transaction price and allocating the transaction price to each separate performance obligation. This
guidance will be effective for the Company in the first quarter of its fiscal year ending December 29, 2018.
The majority of our revenue transactions consist of one, distinct fixed-price performance obligation which is delivered to the customer at a single point in
time, or over a subscription period for certain digital Curriculum segment products. The Company does continue to evaluate the impact this new standard
may have on its project-related Furniture revenue, which can require services such as installation in addition to the delivery of product. This project-related
Furniture revenue represents less than 10 percent of the Company’s total consolidated revenues and, as with all our revenue sources is seasonal in nature. We
are evaluating if the revenue should be recognized over time or as currently recognized at a point in time corresponding with project completion. As such, the
Company does not anticipate that the implementation of this new standard will have a material impact on the Company’s results of operations, financial
position or cash flows. The new requirements may be implemented either retrospectively for all prior periods presented (i.e., the full retrospective approach),
or retrospectively with a cumulative-effect adjustment at the date of initial application (i.e., the modified retrospective approach). The Company expects to
adopt the standard under the modified retrospective approach upon its effective date with a cumulative-effect adjustment to opening retained earnings. The
Company is currently assessing the impact of this standard on its disclosures and internal controls.
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 was effective in the annual period ending after December 15, 2016. The adoption of this update did not have a material impact on
the Company’s consolidated financial statements.
NOTE 4 – BUSINESS COMBINATIONS
On August 18, 2017, the Company completed the acquisition of the assets of Triumph Learning, LLC (“Triumph Learning”) pursuant to the terms of an Asset
Purchase Agreement dated August 18, 2017 (the “Purchase Agreement”) by and among School Specialty and Triumph Learning, LLC, a Delaware limited
liability company. School Specialty acquired all of the assets of Triumph Learning for $19,578 plus the assumption of certain liabilities. At closing, $18,114
of the total purchase price was paid using the Company’s existing debt facilities (see Note 10 – Debt). The Company drew $14,000 from the delayed draw
term loan feature of its New Term Loan and drew $4,114 from its Asset-Based Credit Agreement (“ABL Facility”) to fund this portion of the purchase price.
The remaining purchase price in excess of the cash paid at closing represents the discounted fair value of the contingent portion of the purchase price. The
contingent portion of the purchase price is 4.5% of net Triumph Learning revenues from certain Triumph Learning products over the period August 18, 2017
through December 18,
7
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SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)
2018. The contingent portion of the purchase price is scheduled to be paid quarterly over the above-mentioned period. The maximum present value of the
contingent portion of the purchase price is $1,464. In accordance with the asset purchase agreement, the final working capital as of August 18, 2017 will be
finalized in the fourth quarter of fiscal 2017. The final purchase price will reflect any such working capital adjustment, if any.
Triumph Learning is a publisher of state-specific test preparation, and supplemental and intervention curriculum products for the K-12 education market. For
over 25 years, Triumph Learning’s flagship product, Coach, has been utilized throughout education, providing educational facilities and teachers with
hands-on test preparation books for English and Language Arts (ELA), Math, Science and Social Studies, with materials customized to state-specific best
practices, along with a comprehensive series of supplemental and intervention resources for Math, ELA and Science. Solutions are delivered through multiple
platforms, including both print and digital, as well as through third-party platforms and applications.
School Specialty incurred acquisition and integration costs of $934 in the third quarter of fiscal 2017 related to the Triumph Learning acquisition. These
costs included legal, due diligence and integration-related costs and are recorded as SG&A.
The fair value allocation for the acquisition is preliminary and will be finalized when a valuation is completed. The Company has engaged a third party to
complete a full valuation of the assets, including any identified intangible assets of Triumph Learning. The Company expects the valuation to be completed
in the fourth quarter of fiscal 2017. Differences between the preliminary and final allocation could be material. School Specialty’s estimates and assumptions
are subject to change during the measurement period (up to one year from the acquisition date), as the Company finalizes the valuations of certain tangible
and intangible assets acquired and liabilities assumed in connection with the acquisition. The primary areas of the purchase price allocation that are not yet
finalized relate to personal property, product development, identifiable intangible assets, goodwill, and deferred taxes. The table below summarizes the
preliminary fair value amounts of the $19,578 of net assets acquired.
Accounts receivable
Inventory
Prepaids
Property, plant & equipment
Prepublication costs
Other long-term assets
Goodwill and other intangibles
Total assets

$ 4,409
2,306
433
720
6,429
20
9,849
$24,166

Accounts payable
Other accruals
Deferred revenue
Total liabilities

$ 2,251
849
1,488
$ 4,588

The results of operations of Triumph Learning from the acquisition date to the end of the third quarter of fiscal 2017 were not material.
The unaudited pro forma consolidated results in the following table include the Company’s reported results for each respective period and the historical
results of Triumph Learning for those periods. The unaudited pro forma condensed combined statements of operations for the three months ended
September 30, 2017 and September 24, 2016 for the nine months ended September 30, 2017 and September 24, 2016 give effect to the acquisition of
Triumph Learning as if it had occurred at the beginning of the periods presented.
8
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SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)
Anticipated synergies from the combined operations have not been incorporated into the pro forma results as synergies are preliminary. Net income does
reflect the incremental interest expense which would have been incurred if the acquisition had been completed at the beginning of the periods presented.

PRO FORMA CONDENSED COMBINED STATEMENTS OF OPERATIONS (UNAUDITED)
(In Thousands, Except Per Share Amounts)

Revenues

For the Three Months Ended
September 30, 2017
September 24, 2016

For the Nine Months Ended
September 30, 2017
September 24, 2016

$

$

Net income
Weighted average shares outstanding:
Basic EPS
Diluted EPS
Net income per Share:
Basic
Diluted

$
$

294,212

$

312,276

564,722

$

565,764

34,167

44,486

15,922

27,618

7,000
7,025

7,000
7,000

7,000
7,023

7,000
7,000

4.88
4.86

$
$

6.36
6.36

$
$

2.27
2.27

$
$

3.95
3.95

NOTE 5 – 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 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 December 31, 2016, the Company continued to maintain a
valuation allowance against substantially all of its net deferred tax assets as it has a cumulative loss over the preceding 36 months. As of December 31, 2016,
the Company had a tax valuation allowance of $18,671. As of September 30, 2017, there remained a valuation allowance against substantially all of the
Company’s deferred tax assets. As of September 30, 2017, 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 September 30, 2017, December 31, 2016, and
September 24, 2016, was $169, $84, and $95, 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.
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NOTE 6 – STOCKHOLDERS’ EQUITY
Changes in condensed consolidated stockholders’ equity during the nine months ended September 30, 2017 and September 24, 2016, were as follows:
Accumulated
Other
Comprehensive
Loss

Total
Stockholders’
Equity

(20,953)
17,508
—
—
(3,445)

$

(1,784)
—
—
405
(1,379)

$

(35,716)
28,606
—
—
(7,110)

$

(1,919)
—
—
250
(1,669)

$

Common
Stock

Capital in Excess
of Par Value

Retained Earnings
(Accumulated
Deficit)

Balance, December 31, 2016
Net income
Share-based compensation expense
Foreign currency translation adjustment
Balance, September 30, 2017

$

7
—
—
—
7

$

120,849
—
1,663
—
122,512

$

Balance, December 26, 2015
Net income
Share-based compensation expense
Foreign currency translation adjustment
Balance, September 24, 2016

$

7
—
—
—
7

$

119,234
—
1,165
—
120,399

$

(in thousands)

$

$

$

$
10

$

$

$

$

$

$

98,119
17,508
1,663
405
117,695
81,606
28,606
1,165
250
111,627
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NOTE 7 – EARNINGS PER SHARE
Earnings Per Share
The following information presents the Company’s computations of basic earnings per share (“basic EPS”) and diluted earnings per share (“diluted EPS”) for
the periods presented in the condensed consolidated statements of operations:

Income
(Numerator)

Three months ended September 30, 2017:
Basic EPS

Weighted
Average
Shares
(Denominator)

Per Share
Amount

$

34,145

7,000

$

4.88

Effect of dilutive stock options
Effect of dilutive restricted stock units
Diluted EPS

$

—
—
34,145

—
25
7,025

$

4.86

Three months ended September 24, 2016:
Basic EPS

$

42,895

7,000

$

6.13

$

—
—
42,895

—
—
7,000

$

6.13

Income
(Numerator)

Weighted
Average
Shares
(Denominator)

Effect of dilutive stock options
Effect of dilutive restricted stock units
Basic and diluted EPS

Nine months ended September 30, 2017:
Basic EPS

Per Share
Amount

$

17,508

7,000

$

2.50

Effect of dilutive stock options
Effect of dilutive restricted stock units
Basic and diluted EPS

$

—
—
17,508

—
23
7,023

$

2.49

Nine months ended September 24, 2016:
Basic EPS

$

28,606

7,000

$

4.09

$

—
—
28,606

—
—
7,000

$

4.09

Effect of dilutive stock options
Effect of dilutive restricted stock units
Basic and diluted EPS

The Company had weighted average stock options outstanding of 714 and 497 for the three months ended September 30, 2017 and September 24, 2016,
respectively, which were not included in the computation of diluted EPS because they were anti-dilutive. The Company had weighted average stock options
outstanding of 651 and 504 for the nine months ended September 30, 2017 and September 24, 2016, respectively, which were not included in the
computation of diluted EPS because they were anti-dilutive. The Company had restricted stock units outstanding of 196 for the three and nine month periods
ended September 30, 2017 and September 24, 2016. For the three and nine month periods ended September 30, 2017, 171 and 174, respectively, of the
restricted stock units were not included in the computation of diluted EPS because they were anti-dilutive. For the three and nine month periods ended
September 24, 2016, 196 of the restricted stock units were not included in the computation of diluted EPS because they were anti-dilutive.
On August 15, 2017, the Board of Directors approved an increase in the number of authorized shares of School Specialty common stock from 2,000 shares to
50,000 shares, for the purpose of, among other things, effecting a seven-for-one stock split of School Specialty’s shares. The stock split became effective on
August 23, 2017, and the number of outstanding shares of School Specialty stock increased from 1,000 to 7,000. All previously stated values have been
restated to adjust for this seven-for-one stock split.
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NOTE 8 – SHARE-BASED COMPENSATION EXPENSE
Employee Stock Plans
As of September 30, 2017, 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.
The Company made awards of stock options to purchase 238 shares during the nine month period ended September 30, 2017 to members of management
including its CEO. The options 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 the 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.
The fair-value of the options granted in the nine month period ended September 30, 2017 was $10.14 per share. The fair value of the options is estimated on
the measurement date using the Black-Scholes single option pricing model. The assumptions included a risk-free rate of 1.92%, expected volatility of 59%
and an expected term of 6.4 years. There were zero stock options granted in the nine month period ended September 24, 2016.
A summary of option transactions for the nine months ended September 30, 2017 and September 24, 2016 were as follows:
Options Outstanding
WeightedAverage
Options
Exercise Price

Balance at December 31, 2016
Granted
Exercised
Canceled
Balance at September 30, 2017

497
238
—
(21)
714

$

$

Balance at December 26, 2015
Granted
Exercised
Canceled
Balance at September 24, 2016

511
—
—
(14)
497

18.57
18.57

Options Exercisable
WeightedAverage
Options
Exercise Price

224

$

18.57

18.57
18.57

315

$

18.57

$

18.57

56

$

18.57

$
$

18.57
18.57

147

$

18.57

The weighted average life remaining of the stock options outstanding as of September 30, 2017 was 4.7 years and as of September 24, 2016 was 4.8 years.
On May 28, 2014, the Board granted 39 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 or granted, and
therefore, no expense was recognized prior to this date. On July 31, 2015, the Board granted 39 stock appreciation rights to each of the two new
non-employee members of the Board. Each SAR has a grant date value of $18.57 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 September 30, 2017, no expense or liability was
recorded for the SARs. The SARs vested as to one-half of the SARs on the second anniversary of the date of grant and will vest as to one-fourth of the SARs
on each of the third and fourth anniversaries of the date of grant. Total SARs that remain outstanding as of September 30, 2017 are 154.
12
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On March 23, 2016, the Compensation Committee of the Board of Directors of the Company granted an aggregate of 196 Restricted Stock Units (“RSUs”)
under the Company’s 2014 Plan to members of the Company’s senior management. The RSUs are performance-based. A certain percentage of the RSUs will
vest on the third anniversary of the date of grant, with such percentage based on the 15 day Volume Weighted Average Price (“VWAP”) of the Company’s
common stock prior to the vesting date. The percentage of RSUs that will vest shall be determined as follows:
Vesting %

15 Day VWAP

0%
20%
40%
60%
80%
100%

VWAP less than $15.43
VWAP greater than or equal to $15.43, but less than $16.86
VWAP greater than or equal to $16.86, but less than $18.29
VWAP greater than or equal to $18.29, but less than $19.71
VWAP greater than or equal to $19.71, but less than $21.14
VWAP greater than or equal to $21.14

Any RSUs that vest will be settled in shares of Company common stock. Due to the nature of the vesting conditions of the RSUs, a valuation methodology
needed to incorporate potential equity value paths for the Company. As such, the fair value of the RSU grants was determined under a Monte Carlo approach
with a simulation of the Company’s stock price to a date that is 15 trading days prior to the vesting date. A large number of trials were run under the Monte
Carlo approach to ensure an adequate sampling of different potential scenarios was achieved. Based on this approach, the fair value of the RSUs granted on
March 23, 2016 was $11.55 per share.
The following table presents the share-based compensation expense recognized for the three and nine month periods ended September 30, 2017 and
September 24, 2016:
For the Three Months Ended
September 30, 2017
September 24, 2016
Gross
Net of Tax
Gross
Net of Tax

Stock Options
SARs
RSUs
Total stock-based compensation expense

$ 383
—
189
$ 572

$

337
—
166

$ 261
—
189
$ 450

$

230
—
166

For the Nine Months Ended
September 30, 2017
September 24, 2016
Gross
Net of Tax
Gross
Net of Tax

Stock Options
SARs
RSUs
Total stock-based compensation expense

$1,087
—
576
$1,663

$

873
—
462

$ 782
—
383
$1,165

$

688
337

The stock-based compensation expense is reflected in selling, general and administrative (“SG&A”) expenses in the accompanying consolidated statements
of operations. The Company records actual forfeitures in the period the forfeiture occurs.
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The total unrecognized share-based compensation expense as of September 30, 2017 and September 24, 2016 was as follows:

Stock Options, net of actual forfeitures
RSUs

September 30, 2017

September 24, 2016

$

$

2,953
1,189

1,945
1,886

NOTE 9 – GOODWILL AND OTHER INTANGIBLE ASSETS
The following tables present details of the Company’s intangible assets, including the estimated useful lives, excluding goodwill:
September 30, 2017

Amortizable intangible assets:
Customer relationships (13 years)
Publishing rights (20 years)
Trademarks (20 years)
Developed technology (7 years)
Content (5 years)
Perpetual license agreements (5 years)
Favorable leasehold interests (10 years)
Total intangible assets

Gross Value

Accumulated
Amortization

Net Book
Value

$

$

$ 7,533
3,133
17,782
2,514
—
160
1,225
$32,347

$

December 31, 2016

Amortizable intangible assets:
Customer relationships (13 years)
Publishing rights (20 years)
Trademarks (20 years)
Developed technology (7 years)
Content (5 years)
Perpetual license agreements (5 years)
Favorable leasehold interests (10 years)
Total intangible assets

Amortizable intangible assets:
Customer relationships (13 years)
Publishing rights (20 years)
Trademarks (20 years)
Developed technology (7 years)
Content (5 years)
Perpetual license agreements (5 years)
Favorable leasehold interests (10 years)
Total intangible assets

$

(3,767)
(867)
(4,918)
(4,086)
(4,400)
(1,040)
(935)
(20,013)

Gross Value

Accumulated
Amortization

Net Book
Value

$

$

$ 8,185
3,283
18,633
3,222
—
340
1,386
$35,049

$

September 24, 2016

11,300
4,000
22,700
6,600
4,400
1,200
2,160
52,360

11,300
4,000
22,700
6,600
4,400
1,200
2,160
52,360

$

(3,115)
(717)
(4,067)
(3,378)
(4,400)
(860)
(774)
(17,311)

Gross Value

Accumulated
Amortization

Net Book
Value

$

$

$ 8,403
3,333
18,917
3,457
—
400
1,440
$35,950

$

11,300
4,000
22,700
6,600
4,400
1,200
2,160
52,360

$

(2,897)
(667)
(3,783)
(3,143)
(4,400)
(800)
(720)
(16,410)

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 $31,437 of goodwill. This includes $9,849 of preliminary goodwill associated with the preliminary purchase price allocation associated
with the Triumph Learning acquisition.
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Intangible asset amortization expense for the three month periods ended September 30, 2017 and September 24, 2016, was $901 and $901, respectively.
Intangible asset amortization expense for the nine month periods ended September 30, 2017 and September 24, 2016, was $2,702 and $2,702, respectively.
Intangible asset amortization expense was included in selling, general and administrative expense.
Intangible asset amortization expense for each of the five succeeding fiscal years, excluding amortization of the intangible assets acquired from Triumph
Learning, is estimated to be:
Fiscal 2017 (3 months remaining)
Fiscal 2018
Fiscal 2019
Fiscal 2020
Fiscal 2021
Fiscal 2022

$ 901
3,463
3,363
2,813
2,420
2,420

Intangible amortization expense in the five succeeding years is anticipated to increase based on the finalization of the purchase price valuation for Triumph
Learning.
Due to a change in the Company’s reporting segments (see Note 13 – Segment Information), the Company’s reporting units and the goodwill allocated to the
reporting units has changed. The table below shows the allocation of the recorded goodwill as of September 30, 2017 for both the reporting units and
reporting segments.

Goodwill
Balance at September 30, 2017

Reporting Units
Instruction &
Distribution
Intervention

Distribution
Segment

Reporting Unit
Science Curriculum
Segment

$
$

$
$

$
$

14,112
14,112

$
$

13,205
13,205

27,317
27,317

4,120
4,120

Total

$31,437
$31,437

The re-allocation of goodwill from the prior reporting units to the above reporting units was based on the relative fair values of a portion of the prior
reporting units which were transferred to the new reporting units in proportion to the fair value of the prior reporting unit.
NOTE 10– PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consist of the following:

Projects in progress
Buildings and leasehold improvements
Furniture, fixtures and other
Machinery and warehouse equipment
Total property, plant and equipment
Less: Accumulated depreciation
Net property, plant and equipment

September 30, 2017

December 31, 2016

September 24, 2016

$

$

$

8,752
3,311
55,252
13,576
80,891
(47,007)
33,884

$

$

4,707
3,347
48,224
13,296
69,574
(40,890)
28,684

$

10,073
3,317
41,895
12,859
68,144
(39,422)
28,722

Depreciation expense for the three and nine month periods ended September 30, 2017 and September 24, 2016 was $2,052 and $1,892 and $6,723 and
$8,014, respectively.
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NOTE 11 – DEBT
Long-term debt consisted of the following:

ABL Facility, maturing in 2022
New Term Loan, maturing in 2022
Term Loan
Term Loan Original Issue Discount
Unamortized New Term Loan Debt Issuance Costs
Unamortized Term Loan Debt Issuance Costs
Deferred Cash Payment Obligations, maturing in
2019
Total debt
Less: Current maturities
Total long-term debt

September 30, 2017

December 31, 2016

September 24, 2016

$

$

$

53,392
122,625
—
—
(3,379)
—
22,321
194,959
(56,142)
138,817

$

$

—
—
122,226
(1,377)
—
(3,388)
20,026
137,487
(5,493)
131,994

$

50,637
—
122,226
(1,503)
—
(3,724)
19,687
187,323
(50,637)
136,686

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 ABL Facility, the Asset-Based Lenders agreed to provide a revolving senior secured asset-based credit facility in an aggregate principal amount of
$175,000. On 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 November 2014, the Company amended the ABL 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.
In September 2015, the Company amended the ABL 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 was extended to September 16, 2020,
which would have automatically become March 12, 2019 unless the Company’s term loan facility had been repaid, refinanced, redeemed, exchanged or
amended prior to such date, in the case of any refinancing or amendment, to a date that was 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.
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On April 7, 2017, the Company executed the Third Amendment to its ABL Facility. The ABL Amendment provided a new lower pricing tier of LIBOR plus
125 basis points, a seasonal increase in the borrowing base of 5.0% of eligible accounts receivable for the months of March through August, and the
inclusion of certain inventory in the borrowing base, which previously had been excluded. Additionally, certain conforming changes were made in
connection with the entry into the New Term Loan Agreement (as defined below). The ABL Amendment extends the maturity of the ABL Facility, as
amended, to April 7, 2022 (“ABL Termination Date”), provided that the ABL Termination Date will automatically become due February 7, 2022 unless the
New Term Loan (as defined below) has been repaid, prepaid, refinanced, redeemed, exchanged, amended or otherwise defeased or discharged prior to such
date.
Pursuant to an Amended and Restated Guarantee and Collateral Agreement dated as of April 7, 2017 (the “ABL Security Agreement”), the Loan Agreement is
secured by a first priority security interest in substantially all assets of the Company and the subsidiary borrowers. Under the New Intercreditor Agreement (as
defined below), the ABL Lenders have a first priority security interest in substantially all working capital assets of the Company and the subsidiary
borrowers, and a second priority security interest in all other assets, subordinate only to the first priority security interest of the New Term Loan Lenders (as
defined below) in such other assets.
The effective interest rate under the ABL Facility for the three months ended September 30, 2017 was 3.65%, which includes interest on borrowings of $474,
amortization of loan origination fees of $104 and commitment fees on unborrowed funds of $47. The effective interest rate under the ABL Facility for the
three months ended September 24, 2016 was 3.73%, which includes interest on borrowings of $360, amortization of loan origination fees of $195 and
commitment fees on unborrowed funds of $51.
The effective interest rate under the ABL Facility for the nine months ended September 30, 2017 was 5.21%, which includes interest on borrowings of $736,
amortization of loan origination fees of $403 and commitment fees on
unborrowed funds of $246. As of September 30, 2017, the outstanding balance on the ABL Facility was $53,392. The effective interest rate under the ABL
Facility for the nine months ended September 24, 2016 was 5.24%, which includes interest on borrowings of $594, amortization of loan origination fees of
$584 and commitment fees on unborrowed funds of $244. As of September 24, 2016, the outstanding balance on the ABL Facility was $50,637.
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.
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
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 November 2014, 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.
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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 bore 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 were due quarterly in arrears, and interest on loans bearing interest based upon the LIBOR Rate were 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 remaining principal amount of the Term Loan, plus accrued interest, was repaid in full on April 7, 2017, and the Term Loan Credit Agreement was
terminated on April 7, 2017.
The Term Loan Credit Agreement contained 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 Company was in compliance with the financial
covenants of the loan during the period of time in which the loan was outstanding during fiscal 2017.
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% of the
aggregate principal amount outstanding under the Term Loan. The purpose of the interest rate hedge was 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 fixed the interest
payments on a portion of the Company’s variable-rate debt. The swap, which terminated on September 11, 2016, effectively fixed the LIBOR-based interest
rate on the debt in the amount of the notional amount of the swap at 9.985%. The Company did not enter into a subsequent interest rate swap after the
termination of the above-mentioned interest rate swap. During the second quarter of fiscal 2016, the fair value of the derivative increased by $91 and a gain
of $91 was recognized. During the first half of fiscal 2016, the fair value of the derivative increased by $176 and a gain of $176 was recognized. The gains
related to the derivative were recorded in “Change in fair value of interest rate swap” on the consolidated statement of operations.
Under this swap agreement, the Company paid the counterparty interest on the notional amount at a fixed rate per annum of 1.485% and the counterparty
paid 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 notional amounts did not
represent amounts exchanged by the parties, and thus were not a measure of exposure of the Company.
During the nine months ended September 30, 2017, the Company recorded a non-cash charge of $4.3 million related to the write-off of $3.1 million of
remaining unamortized debt issuance costs and $1.2 million of remaining original issue discount both of which were associated with the term loan that was
repaid on April 7, 2017.
New Term Loan
On April 7, 2017, the Company entered into a Loan Agreement (the “New Term Loan Agreement”) among the Company, as borrower, certain of its
subsidiaries, as guarantors, the financial parties party thereto, as lenders (the “New Term Loan Lenders”) and TCW Asset Management Company LLC, as the
agent.
Under the New Term Loan Agreement, the Term Loan Lenders agreed to make a term loan (the “New Term Loan”) to the Company in aggregate principal
amount of $140,000. The initial draw on the New Term Loan at closing was $110,000. These proceeds, along with proceeds received from a draw on the ABL
Facility (as defined below), were used to repay the Term Loan which had a remaining principal balance including accrued interest of $118,167. The New
Term Loan Agreement provides for a delayed draw feature that allows the Company to draw up to an additional $30,000 through April 7, 2019. The ability to
access the delayed draw commitment is subject to compliance with certain terms and conditions. The proceeds from the delayed draw can be used to fund
distributions, permitted acquisitions, and repayments of existing indebtedness. In the third quarter of fiscal 2017, the Company drew $14,000 under the
delayed draw term loan feature in conjunction with the Triumph Learning acquisition. At the Company’s option, the New Term Loan interest rate will be
either the prime rate or the LIBOR rate (with a LIBOR floor of 1.0%), plus an applicable margin based on the Company’s net senior leverage ratio.
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The Company may specify the interest rate period of one, three or six months for interest on loans under the New Term Loan Agreement bearing interest
based on the LIBOR rate. The New Term Loan will bear interest at a rate of one month LIBOR plus 625 basis points for the 2017 fiscal year.
The New Term Loan matures on April 7, 2022. The New Term Loan requires scheduled quarterly principal payments of 0.625% of the original principal
amount which commenced June 30, 2017 and continue through the quarter ended March 31, 2019. Subsequent to March 31, 2019, the scheduled quarterly
principal payments are 1.250% of the original principal amount. Required scheduled quarterly principal payments on borrowings under the delayed-draw
feature will begin on June 30, 2019. In addition to scheduled quarterly principal repayments, the New Term Loan Agreement requires prepayments at
specified levels upon the Company’s receipt of net proceeds from certain events, including but not limited to certain asset dispositions, extraordinary
receipts, and the issuance or sale of any indebtedness or equity interests (other than permitted issuances or sales). The New Term Loan Agreement also
requires prepayments at specified levels from the Company’s excess cash flow. The Company is also permitted to voluntarily prepay the New Term Loan in
whole or in part. Voluntary prepayments made before April 7, 2018 will be subject to an early prepayment fee of 2.0%, while any voluntary prepayment made
on or after April 7, 2018, but before April 7, 2019, will be subject to a 1.0% early prepayment fee. Voluntary prepayments made on or after April 7, 2019 will
not be subject to an early payment fee. All prepayments of the loans will be applied first to that portion of the loans comprised of prime rate loans and then to
that portion of loans comprised of LIBOR rate loans. The New Term Loan Agreement contains customary events of default and financial, affirmative and
negative covenants, including but not limited to quarterly financial covenants commencing with the fiscal quarter ending September 30, 2017 relating to the
Company’s fixed charge coverage ratio and net senior leverage ratio, and an annual limitation on capital expenditures and product development investments,
collectively. The Company was in compliance with all such financial covenants during the third quarter of fiscal 2017.
Pursuant to a Guarantee and Collateral Agreement dated as of April 7, 2017 (the “New Term Loan Security Agreement”), the New Term Loan is secured by a
first priority security interest in substantially all assets of the Company and the subsidiary guarantors. Under an intercreditor agreement (the “New
Intercreditor Agreement”) between the New Term Loan Lenders and the ABL Lenders, the New 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 ABL
Lenders in such assets, and a first priority security interest in all other assets.
The effective interest rate under the New Term Loan for the three months ended September 30, 2017 was 8.28%, which includes interest on borrowings of
$2,235 and amortization of loan origination fees of $172. As of September 30, 2017, the outstanding balance on the New Term Loan Credit Agreement was
$122,625. Of this amount, $2,750 was reflected as currently maturing, long-term debt in the accompanying condensed consolidated balance sheets.
The Company has estimated that the fair value of its New Term Loan (valued under Level 3) as of September 30, 2017 approximated the carrying value of
$122,625.
Deferred Cash Payment Obligations
In connection with the Company’s plan of reorganization under Chapter 11 of the Bankruptcy Code (see Note 4 in the Company’s Form 10-K as of
December 31, 2016), 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 of 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.
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As of September 30, 2017, the Company’s deferred payment obligations were $22,321, of which $3,082 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 $7,144
related to accrued paid-in-kind interest. In the second quarter of fiscal 2017, the Company accrued an additional $833k of paid-in-kind interest related to a
revised interpretation of the interest calculation methodology pursuant to the bankruptcy Reorganization Plan, which is defined in Note 4 – Bankruptcy
Proceedings of the Company’s Form 10-K for the period ended December 31, 2016. The deferred payment obligations mature on December 11, 2019. The
total amount due upon maturity, including accrued paid-in-kind interest, will be $27,242.
NOTE 12 – CHANGES IN ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)
Changes in accumulated other comprehensive loss during the nine months ended September 30, 2017 and September 24, 2016 were as follows:
Foreign
Currency
Translation

Accumulated Other Comprehensive Income (Loss) at December 31, 2016
Other comprehensive income before reclassifications
Amounts reclassified from other comprehensive income
Accumulated Other Comprehensive Income (Loss) at April 1, 2017
Other comprehensive income before reclassifications
Amounts reclassified from other comprehensive income
Accumulated Other Comprehensive Income (Loss) at July 1, 2017
Other comprehensive income before reclassifications
Amounts reclassified from other comprehensive income
Accumulated Other Comprehensive Income (Loss) at September 30, 2017

$

$

(1,784)
45
—
(1,739)

$

139
—
(1,600)

$

221
—
(1,379)

Foreign
Currency
Translation

Accumulated Other Comprehensive Income (Loss) at December 26, 2015
Other comprehensive income before reclassifications
Amounts reclassified from other comprehensive income
Accumulated Other Comprehensive Income (Loss) at March 26, 2016
Other comprehensive income before reclassifications
Amounts reclassified from other comprehensive income
Accumulated Other Comprehensive Income (Loss) at June 25, 2016
Other comprehensive income before reclassifications
Amounts reclassified from other comprehensive income
Accumulated Other Comprehensive Income (Loss) at September 24, 2016
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$

$

(1,919)
215
—
(1,704)

$

124
—
(1,580)

$

(89)
—
(1,669)
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NOTE 13 – RESTRUCTURING
In the three and nine months ended September 30, 2017 and September 24, 2016, the Company recorded restructuring costs associated with severance related
to headcount reductions. The following is a reconciliation of accrued restructuring costs for the nine months ended September 30, 2017 and September 24,
2016 and are included in facility exit costs and restructuring in the Condensed Consolidated Statements of Operations.
Accrued Restructuring Costs at December 31, 2016
Amounts charged to expense
Payments
Accrued Restructuring Costs at April 1, 2017
Amounts charged to expense
Payments
Accrued Restructuring Costs at July 1, 2017
Amounts charged to expense
Payments
Accrued Restructuring Costs at September 30, 2017

Accrued Restructuring Costs at December 26, 2015
Amounts charged to expense
Payments
Accrued Restructuring Costs at March 26, 2016
Amounts charged to expense
Payments
Accrued Restructuring Costs at June 25, 2016
Amounts charged to expense
Payments
Accrued Restructuring Costs at September 24, 2016

Distribution

Curriculum

Corporate

Total

$

$

$

$

561
173
(574)
160

$ 561
173
(574)
$ 160

$

44
(161)
43

44
(161)
$ 43

$

138
(109)
72

138
(109)
$ 72

$

—
—
—
—

$

—
—
—

$

—
—
—

$

—
—
—
—

$

—
—
—

$

—
—
—

Distribution

Curriculum

Corporate

Total

$

$

$

$

375
166
(288)
253

$ 375
166
(288)
$ 253

$

383
(460)
176

383
(460)
$ 176

$

93
(177)
92

93
(177)
$ 92

$

—
—
—
—

$

—
—
—

$

—
—
—

$

—
—
—
—

$

—
—
—

$

—
—
—

NOTE 14 – 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.
Beginning in the second quarter of fiscal 2017, the Company revised its internal management reporting structure whereby a) a new Instruction & Intervention
product line included in the Distribution segment was formed consisting of its Reading product lines, formerly managed as a separate product line and the
supplemental education products, which were previously included within the former Instructional Solutions product line, b) the early learning and special
needs products from the former Instructional Solutions product line are reported within the Supplies product line and c) the science supplies, previously
included in the Science product line, within the Curriculum operating segment, were combined within the Supplies product line within the Distribution
operating segment. The Company has revised its go-to-market strategy and management structure resulting in the alignment of the reading and science
supply products to be consistent with other distributed items within the Distribution operating segment. This change also is consistent with the Company’s
internal realignment of the new team sell model established in 2017 whereby every customer, district and territory will have a Distribution team supporting
their business. The Distribution sales team focuses on selling all Distribution segment products, including the reading and science supplies items. 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 materials, indoor and outdoor furniture and equipment, physical education equipment, classroom technology, and
planning and organizational products.
21

Table of Contents

SCHOOL SPECIALTY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share amounts)
The Curriculum segment is a publisher of proprietary core curriculum, primarily FOSS and Delta Science Module products, in the science category within the
preK-12 education market. The Curriculum segment has a sales team which is unique from the Distribution sales team and focuses exclusively on the
products within this segment. In addition, these products have specific product development requirements, and customer purchasing decisions are made in a
different manner than the products represented in our Distribution segment. The accounting policies of the segments are the same as those described in
Summary of Significant Accounting Policies as included in the Company’s Report on Form 10-K for the fiscal year ended December 31, 2016.
The Company measures profitability of its operating segments at a gross profit level. Since the majority of SG&A costs are managed centrally and allocation
methodologies of these costs to the operating segments is arbitrary, the Company’s chief operating decision maker does not review segment profitability
using operating profit, only gross profit. Accordingly, the segment information reports gross profit at the segment level.
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Revenues:
Distribution
Curriculum
Total
Gross Profit:
Distribution
Curriculum
Total
Operating income and loss before taxes:
Operating income
Interest expense and reorganization items,
net
Income before provision for or benefit
from income taxes

Three Months Ended
September 30, 2017

Three Months Ended
September 24, 2016

Nine Months Ended
September 30,
2017

Nine Months Ended
September 24,
2016

$

264,775
23,866
288,641

$

275,924
25,645
301,569

$

498,042
47,886
545,928

$

93,414
13,714
107,128

$

97,806
13,752
111,558

$

176,247
25,899
202,146

$

$
$
$

$

$

42,296
3,537
$

Identifiable assets:
Distribution
Curriculum
Corporate assets
Total

38,759

$

$

$

$

$

37,910

37,003

(4,697)

16,081

3,972

51,708

$

21,829

$

December 31, 2016

September 24, 2016

$

$

$

$

177,319
25,303
202,622

47,011

September 30, 2017

319,600
62,585
7,167
389,352

492,408
48,744
541,152

$

206,353
47,461
33,793
287,607

$

33,031

312,676
63,414
6,008
382,098

Three Months Ended
September 30, 2017

Three Months Ended
September 24, 2016

Nine Months Ended
September 30,
2017

Nine Months Ended
September 24,
2016

Depreciation and amortization of intangible
assets and development costs:
Distribution
Curriculum
Total

$

3,628
1,015
4,643

$

3,161
1,586
4,747

$

10,458
2,939
13,397

$

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

$

3,655
1,087
4,742

$

2,269
488
2,757

$

11,708
2,251
13,959

$

$

$

$

$
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$

$

$

$

11,582
4,163
15,745

9,855
1,701
11,556
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The following table shows the Company’s revenues by each major product line within its two segments:

Distribution revenues by product line:
Supplies
Furniture
Instruction & Intervention
AV Tech
Agendas
Freight Revenue
Customer Allowances / Discounts
Total Distribution Segment
Curriculum revenues by product line:
Science
Total Curriculum Segment
Total revenues

For the Three Months Ended
September 30, 2017
September 24, 2016

For the Nine Months Ended
September 30, 2017
September 24, 2016

$

$

$

$

124,876
88,840
17,468
4,331
26,623
4,680
(2,043)
264,775

$

136,172
84,971
14,183
4,443
34,023
4,453
(2,321)
275,924

$
$
$

23,866
23,866
288,641

$
$
$

25,645
25,645
301,569

$

$

260,223
154,209
33,879
13,617
33,530
8,108
(5,524)
498,042

$

264,561
140,643
30,625
13,680
40,577
7,042
(4,720)
492,408

$
$
$

47,886
47,886
545,928

$
$
$

48,744
48,744
541,152

The above table is an enhanced disclosure to provide additional details related to our revenues by segment. The total revenues in this enhanced disclosure
are consistent with amounts reported in prior filings. Prior period amounts in this note have been reclassified in order to present segment and product line
amounts consistent with the Company’s current reporting structure.
Revenues associated with the Triumph Learning acquisition are included within the Instruction & Intervention product line.
NOTE 15 – 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 innovative and proprietary products and services, from
basic school supplies to 21 st century classroom designs to Science, English and Language Arts (“ELA”), and Math core and supplemental instructional
materials. 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 goal is to grow profitably as a leading provider of supplies, products, services and curriculum for the education market and select other markets. We have
experienced two consecutive years of overall revenue growth. Our revenue growth in fiscal 2016 was balanced in that four of our six product lines had growth
over the fifty-two week year ended December 26, 2015. We expect to continue to achieve this goal over the long-term through an organic growth strategy
based on leveraging our strong brand names and distribution capabilities and transforming the Company’s sales and marketing to a team-based selling
approach focused on new customer acquisition, customer retention and penetration, and expanding into new markets or product areas. New revenue streams
may include opportunities in areas that could expand our addressable market, such as distribution to non-education customers, expansion into new product
lines, continued growth in our e-tail and retailer partnerships, and potentially, abroad in select international markets. In addition, the Company is committed
to continuing to invest in product development in order to expand and improve its product offerings.
While remaining focused on lowering costs through consolidation and process improvement, the Company is equally focused on revenue growth and gross
margin management. The Company believes the following initiatives will contribute to continued revenue growth, while effectively managing gross margin
and operating costs:
•

Successful execution of a new team sell model;

•

Establish momentum in delivering the “21st Century Safe School” value proposition;

•

Improve the effectiveness of pricing strategies and margin management;

•

Development of effective strategies to manage margin in competitive bidding scenarios;

•

Increase product line specific sales and support expertise; and

•

Execute on key platform investments to both drive efficiency and improve customer experiences.

Our business and working capital needs are highly seasonal, as schools and teachers look to receive a material portion of the products they purchase in the
weeks leading up to the start of the school year. As such, our peak sales levels occur from June through September. We expect to ship approximately 50% of
our revenue and earn more than 100% of our annual net income from June through September of our fiscal year and operate at a net loss from January through
May, and October through December. In anticipation of the peak shipping season, our inventory levels increase during the months of April through June. Our
working capital historically peaks in August or September mainly due to the higher levels of accounts receivable related to our peak revenue months.
Historically, accounts receivable collections are most significant in the months of September through December as over 100% of our annual operating cash
flow is generated in those months.
Due to our 52/53 week fiscal year convention, fiscal 2017 began on January 1, 2017 while fiscal 2016 began on December 27, 2016. Accordingly, each of the
first three fiscal quarters of fiscal 2017 began and ended approximately one later than the comparable quarters of fiscal 2016. We refer to this as a “one-week
shift” in our fiscal periods. The combination of our seasonality and the one-week shift impacts the year-over-year comparability of quarterly revenues, gross
profit and certain working capital accounts, particularly for the second and third quarters.
On August 18, 2017, the Company acquired of the assets of Triumph Learning. Triumph Learning is a publisher of state-specific test preparation, and
supplemental and intervention curriculum products for the K-12 education market. For over 25 years, Triumph Learning’s flagship product, Coach, has been
utilized throughout education, providing educational facilities and teachers with hands-on test preparation books for ELA, Math, Science and Social Studies,
with materials customized to state-specific best practices, along with a comprehensive series of supplemental and intervention resources for Math, ELA and
Science. Solutions are delivered through multiple platforms, including both print and digital, as well as through third-party platforms and applications.
25

Table of Contents

Triumph Learning’s products are complementary to School Specialty’s current offering and others that it intends to bring to market, as it expands its product
offering in the Instruction & Intervention category. There are also significant synergies beyond product offering as the Company anticipates the acquisition
will result in a broader and more effective selling organization and extended customer reach that will enable the Company to deliver a true blended learning
solution to its customers.
At the Special Meeting of Stockholders of School Specialty, Inc. held on August 15, 2017, the Company’s stockholders voted on a proposal to approve the
proposed amendment to the Company’s Amended and Restated Certificate of Incorporation, as amended, to increase the number of authorized shares of
common stock, par value $0.001 per share, of the Company from 2.0 million to 50.0 million shares for the purpose of, among other things, effecting a
seven-for-one stock split of the Common Stock as part of the Amendment.
Results of Operations
Costs of Revenues and Selling, General and Administrative Expenses
The following table illustrates the primary costs classified in Cost of Revenues and Selling, General and Administrative Expenses:
Cost of Revenues

Selling, General and Administrative Expenses

• Direct costs of merchandise sold, net of vendor rebates other than the
reimbursement of specific, incremental and identifiable costs, and net of
early payment discounts.
• Amortization of product development costs.

• Compensation and benefit costs for all selling (including
commissions), marketing, customer care and fulfillment center
operations (which include the pick, pack and shipping functions),
and other general administrative functions such as finance, human
resources and information technology.

• Freight expenses associated with receiving merchandise from our vendors to
our fulfillment centers.

• Occupancy and operating costs for our fulfillment centers and office
operations.

• Freight expenses associated with merchandise shipped from our vendors
directly to our customers.

• Freight expenses associated with moving our merchandise from our
fulfillment centers to our customers.
• Catalog expenses, offset by vendor payments or reimbursement of
specific, incremental and identifiable costs.
• Depreciation and intangible asset amortization expense, other than
amortization of product development costs.

Three Months Ended September 30, 2017 Compared to Three Months Ended September 24, 2016
Revenues
Revenues of $288.6 million for the three months ended September 30, 2017 decreased by $12.9 million, or 4.3%, as compared to the three months ended
September 24, 2016.
Distribution segment revenues of $264.8 million for the three months ended September 30, 2017 decreased by 4.0%, or $11.2 million, from the three months
ended September 24, 2016. Revenues from Supplies decreased by $11.3 million, or 8.3% in the current quarter due to a one-week calendar shift in 2017
compared to 2016, as well as weaker booking trends in the quarter associated with education budget uncertainties. Furniture revenues increased by
$3.9 million, or 4.6%, in the quarter. Revenues from our Instruction & Intervention product line increased by $3.3 million in the quarter. Approximately
$3.2 million of the increase in this product line was related to revenues from the Triumph Learning acquisition. Agenda revenues declined by $7.4 million, or
21.7%, during the quarter due to a combination of the one-week calendar shift and, as expected, continued decreasing demand for paper-based planners.
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Curriculum segment revenues of $23.9 million for the three months ended September 30, 2017 decreased by 6.9%, or $1.8 million, from the three months
ended September 24, 2016. Curriculum segment revenues for the third quarter were not materially impacted by the one-week calendar shift in 2017 as this
business is less transactional as compared to our Distribution segment. The third quarter decline was caused by order timing as several large orders of FOSS
products, which are aligned with Next Generation Science Standards and have received widespread acceptance, are expected to ship in the fourth quarter of
fiscal 2017, as compared to last year in which several large orders shipped in the third quarter.
Gross Profit
Gross profit for the three months ended September 30, 2017 was $107.1 million, as compared to $111.6 million for the three months ended September 24,
2016. Gross margin for the three months ended September 30, 2017 was 37.1% as compared to 37.0% for the three months ended September 24, 2016. A shift
in product mix had a 20 basis points negative impact on gross margin in the third quarter of fiscal 2017 as compared to the third quarter of fiscal 2016. This
was more than offset by the impact of lower product development amortization expense in the quarter which resulted in 30 basis points of gross margin
improvement in the third quarter of fiscal 2017 versus the third quarter of fiscal 2016.
Distribution segment gross margin was 35.3% for the three months ended September 30, 2017, as compared to 35.5% for the three months ended
September 24, 2016. Lower rates in certain product line gross margins, primarily in the Supplies and AV Tech lines, resulted in 20 basis points of the gross
margin decline in the quarter.
Curriculum segment gross margin was 57.5% for the three months ended September 30, 2017, as compared to 53.7% for the three months ended
September 24, 2016. The net impact of lower product development amortization expense in the quarter resulted in 250 basis points of the gross margin
improvement.
Selling, General and Administrative Expenses
SG&A increased $0.2 million in the third quarter of fiscal 2017, from $64.5 million for the three months ended September 24, 2016 to $64.7 million for the
three months ended September 30, 2017. Variable SG&A costs, such as outbound transportation, fulfillment center and commission expense declined by
$3.2 million in the current quarter through a combination of both lower volumes and effective management of variable SG&A costs.
Marketing and selling costs were up $0.8 million in the third quarter of fiscal 2017 as compared to the third quarter of fiscal 2016 due primarily to the timing
of campaigns. Catalog costs increased by $0.4 million in the third quarter of fiscal 2017 as compared to the third quarter of fiscal 2016 due to later catalog
drop dates. These increases were partially offset with $0.5 million of lower spending in professional fees and outside services. Depreciation and amortization
expense was up $0.1 million in the third quarter of fiscal 2017 as compared to the third quarter of fiscal 2016. Stock-based compensation expense increased
by $0.1 million in the third quarter of 2017 as compared to the third quarter of 2016 due to the stock option awards made in March 2017.
The third quarter of fiscal 2017 included $2.4 million of SG&A costs associated with Triumph Learning. This includes $0.9 million of transaction and
integration-related costs including legal, due diligence and transition payroll.
SG&A as a percent of revenue increased from 21.4% for the three months ended September 24, 2016 to 22.4% for the three months ended September 30,
2017.
Facility exit costs and restructuring
For three month periods ended September 30, 2017 and September 24, 2016, the Company recorded $0.1 million and $0.1 million, respectively, of facility
exit costs and restructuring charges, which were entirely related to severance.
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Interest Expense
Interest expense decreased from $4.5 million for the three months ended September 24, 2016 to $3.5 million for the three months ended September 30, 2017.
Approximately $1.0 million of this decline is related to a reduction in cash interest due to lower outstanding average loan balances, particularly the average
term loan balance, and a lower interest rate on the New Term Loan. Non-cash interest increased by $0.7 million in the three months ended September 30,
2017 as compared to the three months ended September 24, 2016. This increase was related primarily to incremental interest attributable to the Company’s
vendor note obligations.
Change in Fair Value of Interest Rate Swap
The Company had an interest rate swap agreement that effectively fixed the interest payments on a portion of the Company’s variable-rate debt. The swap
terminated as of September 11, 2016. The Company did not enter into a subsequent interest rate swap after the termination of the above-mentioned interest
rate swap. Thus, the Company did not have any gain or loss during the three month period ended September 30, 2017. During the three month period ended
September 24, 2016, the fair value of the derivative increased by $0.1 million and, accordingly, a non-cash gain of $0.1 million was recorded.
Gain on Sale of Unconsolidated Affiliate
In the third quarter of fiscal 2016, the Company sold its 35% ownership interest in Carson Dellosa LLC for $9.8 million. The Company recorded a gain on the
sale of $9.1 million. No such gain was recognized in the third quarter of fiscal 2017.
Provision for (Benefit from) Income Taxes
The provision for income taxes was $4.6 million for the three months ended September 30, 2017, as compared to $8.8 million for the three months ended
September 24, 2016.
The effective income tax rate for the three months ended September 30, 2017 and the three months ended September 24, 2016 was 11.9% and 17.0%,
respectively. The effective income tax rate for the three months ended September 30, 2017 is not representative of the expected full year effective tax rate.
Nine Months Ended September 30, 2017 Compared to Nine Months Ended September 24, 2016
Revenues
Revenue of $545.9 million for the nine months ended September 30, 2017 increased by $4.7 million, or 0.9%, as compared to the nine months ended
September 24, 2016.
Distribution segment revenues of $498.0 million for the nine months ended September 30, 2017 increased by 1.1%, or $5.6 million, from the nine months
ended September 24, 2016. The increase is related to a combination of the one-week calendar shift in fiscal 2017 plus revenues in the current year from the
third quarter asset acquisition of Triumph Learning. Revenues from our largest product line, Supplies, decreased by $4.5 million. Unanticipated mid-year
state budget cuts in 2017 have created some uncertainty in near-term spending, resulting in decreased school demand and delays in school spending. Our
Supplies category has been most affected by the uncertainty created by budget cuts. Our Furniture product category increased by $13.6 million in the first
nine months of fiscal 2017 as compared to the first nine months of fiscal 2016 through a combination of the one-week calendar shift and improving order
trends. Agendas revenue declined by $7.0 million in the first nine months of fiscal 2017 as compared to the first nine months of fiscal 2016. While the
majority of the decline in Agendas revenue was expected based on decreasing demand for paper-based planners, we remain optimistic that Agenda revenues
will begin to stabilize in upcoming years. Revenues from the Triumph Learning products contributed $3.2 million of revenues in the third quarter of fiscal
2017. Revenues from Triumph Learning products are reported in our Instruction & Intervention product line.
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Curriculum segment revenues of $47.9 million for the nine months ended September 30, 2017 decreased by 1.8%, or $0.9 million, from the nine months
ended September 24, 2016. Curriculum segment revenues for the first nine months of fiscal 2017 were not materially impacted by the one-week calendar shift
in fiscal 2017 as this business is less transactional as compared to our Distribution segment.
Gross Profit
Gross profit for the nine months ended September 30, 2017 was $202.1 million, as compared to $202.6 million for the nine months ended September 24,
2016. Gross margin for the nine months ended September 30, 2017 was 37.0%, as compared to 37.4% for the nine months ended September 24, 2016. A shift
in product mix resulted in approximately 30 basis points of gross margin decline and lower product rates contributed to 30 basis points of gross margin
decline partially offset with lower product amortization spread over higher revenues.
Distribution segment gross margin was 35.4% for the nine months ended September 30, 2017, as compared to 36.0% for the nine months ended
September 24, 2016. Approximately 30 basis points of the decrease in gross margin was related to a combination of lower Supplies gross margins driven by
strategic agreement pricing, increased channel partner rebates commensurate with our growth in revenues with e-tail partners and lower margins realized in
our AV Tech products. A shift in product mix resulted in approximately 30 basis points of gross margin decline.
Curriculum segment gross margin was 54.1% for the nine months ended September 30, 2017, as compared to 51.9% for the nine months ended September 24,
2016. Lower product development costs against a modest decrease in revenue resulted in 280 basis points of gross margin improvement. Modest product cost
increases in the current year have resulted in approximately 60 basis points of gross margin decline in the current year.
Selling, General and Administrative Expenses
SG&A decreased $1.1 million in the first nine months of fiscal 2017, from $165.0 million for the nine months ended September 24, 2016 to $163.9 million
for the nine months ended September 30, 2017. SG&A for the first nine months of fiscal 2017 decreased despite the combination of $2.4 million of SG&A
costs related to the Triumph Learning acquisition and the incremental variable SG&A costs, such as outbound transportation, fulfillment center and
commission expense, incurred in support of the incremental $4.8 million of revenue in the first nine months of 2017 as compared to last year’s first nine
months. Approximately $0.9 million of the Triumph Learning SG&A costs are related to transaction and integration costs.
Catalog costs decreased by $1.2 million in the first nine months of fiscal 2017 as compared to the first nine months of fiscal 2017 due to a combination of
later catalog drop dates and increased catalog support received from vendors. Depreciation and amortization expense was down $1.4 million in the first nine
months of fiscal 2017 as compared to the first nine months of fiscal 2016. Professional service fees were down $0.8 million in the first nine months of 2017 as
the Company continues to review and evaluate its service providers. Outbound transportation costs increased by $0.5 million during the nine months ended
September 30, 2017 as compared to the nine months ended September 24, 2016. This increase was related primarily to the incremental volume in the
Distribution segment. Fulfillment costs were down $0.4 million in the first nine months of fiscal 2017 as compared to the first nine months of 2016, despite
incremental revenue, due to operating efficiencies. Stock-based compensation expense increased by $0.5 million in the first nine months of 2017 as
compared to the first nine months of 2016 due to a combination of stock option awards made in March 2017 and the award of restricted stock units in March
2016. Marketing and selling costs increased by $1.5 million in the first nine months of fiscal 2017, which was related primarily to changes in the timing of
marketing campaigns as compared to last year’s first nine months. The SG&A costs in the first nine months of fiscal 2016 included the positive impact of a
$0.7 million foreign exchange gain related to a strengthening Canadian dollar versus the U.S. dollar in that period. In the first nine months of the current year,
the Company realized a nominal foreign exchange gain of less than $0.1 million.
The improvement to our cost structure, combined with the incremental revenue in the first nine months of fiscal 2017 versus the first nine months of fiscal
2016, contributed to a decrease in SG&A as percent of revenue, from 30.5% for the nine months ended September 24, 2016 to 30.0% for the nine months
ended September 30, 2017.
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Facility exit costs and restructuring
For the nine month periods ended September 30, 2017 and September 24, 2016, the Company recorded $0.4 million and $0.6 million, respectively, of facility
exit costs and restructuring charges, which were entirely related to severance.
Interest Expense
Interest expense decreased from $13.3 million for the nine months ended September 24, 2016 to $11.8 million for the nine months ended September 30,
2017. Approximately $2.1 million of this decline is related to reduced cash interest due to lower outstanding average loan balances, particularly the average
term loan balance, and a lower interest rate on the New Term Loan. Non-cash interest increased by $0.6 million in the first nine months of fiscal 2017 as
compared to the first nine months of fiscal 2016. This increase was related primarily to incremental interest attributable to the Company’s vendor note
obligations.
Change in Fair Value of Interest Rate Swap
The Company had an interest rate swap agreement that effectively fixed the interest payments on a portion of the Company’s variable-rate debt. The swap
terminated as of September 11, 2016. The Company did not enter into a subsequent interest rate swap after the termination of the above-mentioned interest
rate swap. Thus, the Company did not have any gain or loss during the nine month period ended September 30, 2017. During the nine month period ended
September 24, 2016, the fair value of the derivative increased by $0.3 million and, accordingly, a non-cash gain of $0.3 million was recorded.
Loss on Early Extinguishment of Debt
During the nine months ended September 30, 2017, the Company recorded a non-cash charge of $4.3 million related to the write-off of $3.1 million of
remaining unamortized debt issuance costs and $1.2 million of remaining original issue discount both of which were associated with the term loan that was
repaid on April 7, 2017. No such charge was recorded in fiscal 2016.
Gain on Sale of Unconsolidated Affiliate
In the third quarter of fiscal 2016, the Company sold its 35% ownership interest in Carson Dellosa LLC for $9.8 million. The Company recorded a gain on the
sale of $9.1 million. No such gain was recognized in fiscal 2017.
Provision for (Benefit from) Income Taxes
The provision for income taxes was $4.3 million for the nine months ended September 30, 2017, as compared to $4.4 million for the nine months ended
September 24, 2016.
The effective income tax rate for the nine months ended September 30, 2017 and the nine months ended September 24, 2016 was 19.8% and 13.4%,
respectively. The effective income tax rate for the nine months ended September 30, 2017 represents the Company’s current estimate of the fiscal 2017 full
year effective tax rate of approximately 20.0%. The Company continues to evaluate its valuation allowance against deferred tax assets. Based on current
projections, the Company may reverse some or all of its valuation allowance over the next twelve months. Any reversal of the valuation allowance will
impact future period effective income tax rates.
Liquidity and Capital Resources
At September 30, 2017, the Company had net working capital of $140.4 million, a decrease of $6.0 million as compared to the nine months ended
September 24, 2016. The Company’s capitalization at September 30, 2017 was $312.7 million and consisted of total debt of $195.0 million and
stockholders’ equity of $117.7 million.
Net cash used by operating activities was $44.7 million and $45.4 million for the nine months ended September 30, 2017 and September 24, 2016,
respectively. The decrease in cash used by operating activities related primarily to working capital changes. Accounts receivable balances increased by
$96.1 million in the first nine months of fiscal 2017 as compared to an increase of $113.7 million in the first nine months of fiscal 2016. Inventory levels
were down slightly at the end of the third quarter of fiscal 2017 as compared to the end of the third quarter 2016. We expect peak and year end inventory
levels to be consistent with fiscal 2016 levels. Accounts payable balances increased by $14.2 million during the first nine months of 2017 as compared to an
increase of $24.2 million over the first nine months of 2016. The year-over-year changes in both accounts receivable and accounts payable were attributable
primarily to the one-week calendar shift.
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Net cash used in investing activities was $32.1 million in the first nine months of fiscal 2017 as compared to $1.8 million in the first nine months of fiscal
2016. The current year net cash used in investing activities includes $18.1 million for the acquisition of Triumph Learning, while the prior net cash used in
investing activities included $9.8 million of proceeds received from the sale of our unconsolidated affiliate. The Company expects net cash used in investing
activities related to capital expenditures and product development investments to increase by approximately $5.0 million for the full year fiscal 2017 as
compared to full year fiscal 2016 due to investments in the Company’s ecommerce platform, telephone system upgrades, and product management systems.
The completion of these projects is expected to result in improvements to the Company’s platforms and processes, and lower both annual operating costs and
ongoing maintenance investments. In addition, we expect these investments will foster revenue growth.
Net cash provided from financing activities was $49.8 million in the first nine months of fiscal 2017 versus $40.8 million in the first nine months of fiscal
2016. In both periods, the net cash provided from financing activities represents net draws on the ABL Facility, which, combined with beginning of period
cash balances, were used to fund operating and investing cash outflows, as well as Term Loan and New Term Loan repayments. Outstanding borrowings on
the ABL Facility were $53.4 million as of September 30, 2017, while the excess availability on that date for the ABL Facility was $71.6 million. In the third
quarter of fiscal 2017, the Company drew $14.0 million on the delayed-draw feature of its New Term Loan and $4.1 million on the ABL Facility to fund the
acquisition of the assets of Triumph Learning LLC. In the second quarter of fiscal 2017, the Company drew $11.4 million on the ABL Facility to fund the
New Term Loan refinancing fees of $4.0 million and to repay a portion of the Term Loan. The Company made a principal payment on its Term Loan in the
amount of $4.8 million during the first quarter of fiscal 2017. The remainder of the Term Loan balance was repaid using proceeds from the New Term Loan. In
fiscal 2017, the Company made a regularly scheduled payment of principal on its New Term Loan in the amount of $1.5 million.
On April 7, 2017, the Company entered into a New Term Loan Agreement with an aggregate principal amount of $140 million. The initial draw on the New
Term Loan at closing was $110 million. These proceeds, along with proceeds received from a draw on the Company’s ABL Facility, were used to repay the
Term Loan, which had a remaining principal balance plus accrued interest of $118.2 million. The New Term Loan Agreement provides for a delayed draw
feature that allows the Company to draw up to an additional $30.0 million through April 7, 2019. The ability to access the delayed draw commitment is
subject to compliance with certain terms and conditions. The proceeds from the delayed draw can be used to fund distributions, permitted acquisitions, and
repayments of existing indebtedness. Also, on April 7, 2017, the Company amended its ABL Facility. The amendment provided a new lower pricing tier of
LIBOR plus 125 basis points, a seasonal increase in the borrowing base of 5.0% of eligible accounts receivable for the months of March through August, and
the inclusion of certain inventory in the borrowing base, which previously had been excluded. The amendment extended the maturity of the ABL Facility to
2022.
The Company’s ABL Facility, as amended, and New Term Loan, as described above, contain customary events of default and financial, affirmative negative
covenants. Based on current projections, the Company believes it will maintain compliance with these covenants throughout the next twelve months.
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 next twelve months.
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Fluctuations in Quarterly Results of Operations
Our business is subject to seasonal influences. Our historical revenues and profitability have been dramatically higher in the periods from June through
September, primarily due to increased shipments to customers coinciding with the start of each school year. Quarterly results also may be materially affected
by variations in our costs for the products sold, the mix of products sold and general economic conditions. Therefore, results for any 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.
Forward-Looking Statements
Statements in this Quarterly Report on Form 10-Q that 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.
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 on Form 10-Q 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 December 31, 2016.
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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 on Form 10-K for the fiscal year
ended December 31, 2016.
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 effective as of September 30, 2017.
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
September 30, 2017 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

EXHIBIT INDEX
Exhibit
No.

Description

3.1(a)

Certificate of Amendment to the Amended and Restated Certificate of Incorporation of School Specialty, Inc. dated August 15, 2017

3.1(b)

Certificate of Incorporation of School Specialty, Inc. (Complete Copy, as Amended Through August 15, 2017)

31.1

Certification pursuant to Section 302 of the Sarbanes Oxley Act of 2002, by Chief Executive Officer.

31.2

Certification pursuant to Section 302 of the Sarbanes Oxley Act of 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 of 2002, by Chief Executive
Officer.

32.2

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes Oxley Act of 2002, by Chief Financial
Officer.

101

The following materials from School Specialty, Inc.’s. Quarterly Report on Form 10-Q for the quarter ended September 30, 2017 are filed
herewith, formatted in XBRL (Extensive Business Reporting Language): (i) the Condensed Consolidated Balance Sheets, (ii) 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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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)
November 8, 2017
Date

/s/ Joseph M. Yorio
Joseph M. Yorio
President and Chief Executive Officer
(Principal Executive Officer)

November 8, 2017
Date

/s/ Kevin L. Baehler
Kevin L. Baehler
Executive Vice President and Chief Financial
Officer
(Principal Financial Officer)
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Exhibit 3.1(a)
CERTIFICATE OF AMENDMENT
TO THE
AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION
OF
SCHOOL SPECIALTY, INC.
School Specialty, Inc., a corporation duly organized and existing under the General Corporation Law of the State of Delaware (the “Corporation”),
hereby files this Certificate of Amendment to the Amended and Restated Certificate of Incorporation of the Corporation, as amended, and does hereby certify:
FIRST: That the Amended and Restated Certificate of Incorporation of the Corporation, as amended, be, and it hereby is, amended by deleting the first
paragraph of Section 4 thereof in its entirety and inserting in its place the following:
“The total number of shares of all classes of capital stock that the Corporation shall have the authority to issue is Fifty Million Five Hundred
Thousand (50,500,000) shares, of which (a) Fifty Million (50,000,000) shares shall be common stock, $0.001 par value per share (“Common
Stock”); and (b) Five Hundred Thousand (500,000) shares shall be preferred stock, $0.001 par value per share (“Preferred Stock”).
Effective upon the filing date of this Certificate of Amendment to the Amended and Restated Certificate of Incorporation, as amended, every one
(1) outstanding share of Common Stock shall be split into seven (7) shares of fully paid and non-assessable Common Stock (the “Stock Split”).
The Stock Split shall occur without any further action on the part of the Corporation or the holders of the Common Stock and whether or not
certificates representing such holders’ shares prior to the Stock Split are surrendered for cancellation. The Corporation shall not be obliged to
issue certificates evidencing the shares of Common Stock outstanding as a result of the Stock Split unless and until the certificates evidencing
the shares held by a holder prior to the Stock Split are either delivered to the Corporation or its transfer agent, or the holder notifies the
Corporation or its transfer agent that such certificates have been lost, stolen or destroyed and executes an agreement satisfactory to the
Corporation to indemnify the Corporation from any loss incurred by it in connection with such certificate.”
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SECOND: That all other provisions of the Amended and Restated Certificate of Incorporation of the Corporation, as amended, remain in full force and
effect.
THIRD: This Certificate of Amendment was duly adopted in accordance with the provisions of Section 242 of the Delaware General Corporation Law
by the directors and stockholders of the Corporation.
IN WITNESS WHEREOF, School Specialty, Inc. has caused this Certificate of Amendment to be duly executed this 15 th day of August, 2017.
SCHOOL SPECIALTY, INC.
By: /s/ Joseph M. Yorio
Joseph M. Yorio, President and Chief Executive Officer
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Exhibit 3.1(b)
CERTIFICATE OF INCORPORATION
of
SCHOOL SPECIALTY, INC.
(Complete Copy, As Amended Through August 15, 2017)
1. Name. The name of the corporation is SCHOOL SPECIALTY, INC. (the “Corporation”).
2. Registered Office and Agent. The Corporation’s registered office in the State of Delaware is located at 1209 Orange Street, in the City of
Wilmington, County of New Castle, 19801. The name of its registered agent at such address is The Corporation Trust Company.
3. Purpose. The nature of the business or purposes to be conducted or promoted by the Corporation is to engage in any lawful act or activity for
which corporations may be organized under the Delaware General Corporation Law (the “DGCL”).
4. Authorized Capital Stock; Number of Shares. The total number of shares of all classes of capital stock that the Corporation shall have the
authority to issue is Fifty Million Five Hundred Thousand (50,500,000) shares, of which (a) Fifty Million (50,000,000) shares shall be common stock, $0.001
par value per share (“Common Stock”); and (b) Five Hundred Thousand (500,000) shares shall be preferred stock, $0.001 par value per share (“Preferred
Stock”).
Effective upon the filing date of this Certificate of Amendment to the Amended and Restated Certificate of Incorporation, as amended, every one
(1) outstanding share of Common Stock shall be split into seven (7) shares of fully paid and non-assessable Common Stock (the “Stock Split”). The Stock
Split shall occur without any further action on the part of the Corporation or the holders of the Common Stock and whether or not certificates representing
such holders’ shares prior to the Stock Split are surrendered for cancellation. The Corporation shall not be obliged to issue certificates evidencing the shares
of Common Stock outstanding as a result of the Stock Split unless and until the certificates evidencing the shares held by a holder prior to the Stock Split are
either delivered to the Corporation or its transfer agent, or the holder notifies the Corporation or its transfer agent that such certificates have been lost, stolen
or destroyed and executes an agreement satisfactory to the Corporation to indemnify the Corporation from any loss incurred by it in connection with such
certificate.
Notwithstanding anything herein to the contrary, the Corporation shall not issue non-voting equity securities of any class, series or other designation
to the extent prohibited by Section 1123(a)(6) of Chapter 11 of the United States Bankruptcy Code (11 U.S.C. §§ 101-1330), as amended (the “Bankruptcy
Code”); provided, however, that the foregoing restriction (i) shall have no further force and effect beyond that required under Section 1123(a)(6) of the
Bankruptcy Code, (ii) shall only have such force and effect to the extent and for so long as such Section 1123(a)(6) is in effect and applies to the Corporation
and (iii) may be amended or eliminated in accordance with applicable law as from time to time may be in effect.
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5. Rights of Stockholders.
5.1 Preferred Stock. Shares of Preferred Stock may be issued from time to time in one or more series. Subject to applicable law and the provisions of
this Certificate of Incorporation, the Board of Directors of the Corporation (the “Board of Directors”) is authorized to determine the designation of any series
of Preferred Stock, to fix the number of shares of any series of Preferred Stock, and to determine the rights, powers (including voting powers, if any),
preferences, privileges, limitations and restrictions granted to or imposed upon any series of Preferred Stock and, within the limits and restrictions stated in
any resolution or resolutions of the Board of Directors originally fixing the number of shares constituting any series of Preferred Stock, to increase or decrease
(but not below the number of shares of any such series then outstanding) the number of shares of any such series subsequent to the issuance of shares of that
series. If the number of shares of any series of Preferred Stock shall be so decreased, the shares constituting such decrease shall resume the status which they
had prior to the adoption of the resolution originally fixing the number of shares of such series.
5.2 Common Stock.
5.2.1. Relative Rights. The Common Stock shall be subject to all of the rights, privileges, preferences and priorities of any series of Preferred
Stock.
5.2.2. Dividends. Subject to the rights of holders of any outstanding series of Preferred Stock, the Board of Directors may cause dividends to be
declared and paid on outstanding shares of Common Stock out of funds legally available for the payment of dividends. When, as and if dividends are
declared by the Board of Directors, whether payable in cash, in property, in stock or otherwise, in accordance with this Certificate of Incorporation and the
Bylaws of the Corporation, as in effect from time to time (the “Bylaws”), out of the assets of the Corporation which are at law available therefor, the holders of
outstanding shares of Common Stock shall be entitled to share equally in, and to receive in accordance with the number of shares of Common Stock held by
each such holder, all such dividends, except that if at any time dividends are declared that are payable in shares of Common Stock, such stock dividends shall
be payable at the same rate on the shares of Common Stock and shall be payable only in shares of Common Stock to holders of issued and outstanding shares
of Common Stock, and only to the extent that an adequate number of shares of Common Stock are authorized, unreserved and available for the payment of
such dividends.
5.2.3. Liquidation Rights. In the event of any liquidation, dissolution or winding up of the Corporation, whether voluntary or involuntary, the
holders of issued and outstanding shares of Common Stock shall be entitled to share, ratably according to the number of shares of Common Stock held by
each such holder, in the remaining assets of the Corporation available for distribution to its stockholders after the payment, or provision for payment, of all
debts and other liabilities of the Corporation and the payment of any outstanding Preferred Stock that has preferential rights on distributions upon a
liquidation, dissolution or winding up of the Corporation.
2

Table of Contents

5.2.4. Stockholder Voting Rights. Subject to applicable law and except as otherwise expressly provided elsewhere in this Certificate of
Incorporation or the Bylaws, and subject to the rights of holders of any outstanding series of Preferred Stock, (i) each holder of record of one or more issued
and outstanding shares of Common Stock shall be entitled to one vote for each share of Common Stock standing in such holder’s name on the books of the
Corporation, and (ii) the approval of all matters brought before the stockholders of the Corporation shall require, in addition to any other vote required by
law, the affirmative vote of the holders of a majority of the then-issued and outstanding shares of Common Stock.
5.3 Consideration. Subject to applicable law and except as otherwise provided in this Certificate of Incorporation, the capital stock of the
Corporation, regardless of class or series, may be issued for such consideration and for such corporate purposes as the Board of Directors may from time to
time determine.
5.4 Special Meetings. Special meetings of stockholders shall be called by the President of the Corporation when requested to do so by any three
directors or upon the written request (which shall state the purpose or purposes therefor) of the holders of shares of common stock representing not less than
one-third of the total voting power of all shares of common stock entitled to vote on any issue proposed to be considered at the meeting. The record date for
determining the stockholders entitled to request a special meeting shall be the date on which the first demand for a special meeting is received by the
Corporation. Business transacted at any special meeting of stockholders shall be limited to the purpose or purposes stated in the notice.
6. Directors. This Section 6 is inserted for the management of the business and for the conduct of the affairs of the Corporation and it is expressly
provided that it is intended to be in furtherance of and not in limitation or exclusion of the powers conferred by applicable law.
6.1 Powers. Except as may otherwise be provided in this Certificate of Incorporation or the DGCL, the business and affairs of the Corporation shall be
managed by or under the direction of the Board of Directors.
6.2 Composition of the Board of Directors.
6.2.1. The total number of directors constituting the entire Board of Directors shall be not less than three (3) nor more than nine (9) directors,
the exact number of directors to be fixed by, or in the manner provided in, the Bylaws of the Corporation; provided, however, that as of the Plan Effective
Date (as defined below), the Board of Directors shall consist of the directors (such directors, the “Initial Board”) identified in, or in the manner provided in,
the supplement to the Plan (as defined below) filed with the Bankruptcy Court on May 17, 2013 (the “Plan Supplement”), provided that such individuals
remain available to serve in such capacity.
6.2.2. Subject to the voting rights, if any, of holders of any outstanding series of Preferred Stock, the holders of the issued and outstanding
shares of Common Stock shall have the right and power to elect all the directors of the Corporation by vote of holders of a majority of the votes of the issued
and outstanding shares of Common Stock present in person or represented by proxy at any meeting at a which a quorum is present called for the purpose of
electing directors.
3
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6.2.3. The election of directors need not be by written ballot.
6.3 Tenure. The term of office of each director shall continue until the election and qualification of a successor, subject to such director’s earlier
death, resignation or removal. No decrease in the number of directors shall shorten the term of any incumbent director.
6.4 Removal. Except as otherwise provided by this Certificate of Incorporation or the DGCL, any director may be removed at any time, with or
without cause, upon the affirmative vote of holders of at least a majority of the issued and outstanding shares of Common Stock.
6.5 Vacancies. Any vacancies in the Board of Directors resulting from death, resignation, retirement, disqualification, removal from office, or other
cause, shall be filled by either (i) a majority vote of the remaining directors then in office (even if less than a quorum), or (ii) a majority of the votes of the
issued and outstanding shares of Common Stock present in person or represented by proxy at a special meeting of stockholders called for such purpose in
accordance with the terms of the Bylaws. Any director(s) so chosen shall hold office until their respective successors are duly elected, subject to such
director’s earlier death, resignation or removal.
6.6 Cumulative Voting. There shall not be cumulative voting by stockholders in the election of directors of the Corporation.
6.7 Committees. The Board of Directors may, in the manner provided in the Bylaws, designate one or more committees which, to the extent provided
in the Bylaws or any resolution of the Board of Directors, shall have and may exercise the powers of the Board of Directors in the management of the business
and affairs of the Corporation to the fullest extent permitted by law, and may authorize the seal of the Corporation to be affixed to all papers which may
require it. Such committee or committees shall have such name or names as may be stated in the Bylaws or as may be determined from time to time by
resolution adopted by the Board of Directors. No such committee shall have the authority to (i) declare a dividend, (ii) authorize the issuance of capital stock,
(iii) approve any action requiring a stockholder vote under the DGCL or the Certificate of Incorporation or the Bylaws, (iv) fill vacancies on the Board of
Directors or on any committee, (v) approve any amendment to the Certificate of Incorporation or the Bylaws, or (vi) terminate the chief executive officer of
the Corporation.
6.8 Bylaws. In furtherance and not in limitation of the powers conferred by law, the Board of Directors is expressly authorized and empowered to
make, alter and repeal any or all of the Bylaws, subject to the power of the stockholders of the Corporation to alter or repeal any Bylaws made or altered by
the Board of Directors.
7. [Reserved].
4
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8. Limitation of Liability. No director of the Corporation shall be personally liable to the Corporation or its stockholders for monetary damages for
breach of fiduciary duty as a director, including breaches resulting from such director’s grossly negligent behavior, except for liability (a) for any breach of
the director’s duty of loyalty to the Corporation or its stockholders, (b) for acts or omissions not in good faith or which involve intentional misconduct or a
knowing violation of law, (c) under Section 174 of the DGCL or (d) for any transaction from which the director derived any improper personal benefits. If the
DGCL is hereafter amended to authorize corporate action further eliminating or limiting the personal liability of directors, then the liability of a director of
the Corporation shall be eliminated or limited to the fullest extent permitted by the DGCL, as so amended. Any repeal or modification of this Section 8 by the
stockholders of the Corporation shall not adversely affect any right or protection of a director of the Corporation existing at the time of such repeal or
modification.
9. Indemnification.
(a) To the extent not prohibited by law, the Corporation shall indemnify any Person who is or was made, or threatened to be made, a party to any
threatened, pending or completed action, suit or proceeding (a “Proceeding”), whether civil, criminal, administrative or investigative, including, without
limitation, an action by or in the right of the Corporation to procure a judgment in its favor, by reason of the fact that such Person, or a Person of whom such
Person is the legal representative, is or was a director or officer of the Corporation, or is or was serving as a director, officer, manager, member, employee or
agent or in any other capacity at the request of the Corporation, for any other corporation, company, partnership, joint venture, trust, employee benefit plan or
other enterprise (an “Other Entity”) while serving as a director or officer of the Corporation, against judgments, fines, penalties, excise taxes, amounts paid in
settlement and costs, charges and expenses (including attorneys’ fees and disbursements) actually and reasonably incurred by such Person in connection with
such Proceeding, if such Person acted in good faith and in a manner such Person believed to be in or not opposed to the best interests of the Corporation and,
with respect to any criminal action or proceeding, had no reasonable cause to believe his or her conduct was unlawful. To the extent specified by the Board of
Directors at any time and to the extent not prohibited by law, the Corporation may indemnify any Person who is or was made, or threatened to be made, a
party to any threatened, pending or completed Proceeding, whether civil, criminal, administrative or investigative, including, without limitation, an action
by or in the right of the Corporation to procure a judgment in its favor, by reason of the fact that such Person is or was an employee or agent of the
Corporation, or is or was serving as a director, officer, manager, member, employee or agent or in any other capacity at the request of the Corporation, for any
Other Entity, against judgment, fines, penalties, excise taxes, amounts paid in settlement and costs, charges and expenses (including attorneys’ fees and
disbursements) actually and reasonably incurred by such Person in connection with such Proceeding, if such Person acted in good faith and in a manner such
Person believed to be in or not opposed to the best interests of the Corporation and, with respect to any criminal action or proceeding, had no reasonable
cause to believe his or her conduct was unlawful.
(b) The Corporation shall, from time to time, reimburse or advance to any director or officer or other Person entitled to indemnification hereunder the
funds necessary for payment of expenses, including attorneys’ fees and disbursements, incurred in connection with any Proceeding, in advance of the final
disposition of such Proceeding; provided, however, that, if required by the DGCL, such expenses incurred by or on behalf of any director or officer or other
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Person may be paid in advance of the final disposition of a Proceeding only upon receipt by the Corporation of an undertaking, by or on behalf of such
director or officer (or other Person indemnified hereunder), to repay any such amount so advanced if it shall ultimately be determined by final judicial
decision from which there is no further right of appeal that such director, officer or other Person is not entitled to be indemnified for such expenses.
(c) The rights to indemnification and reimbursement or advancement of expenses provided by, or granted pursuant to, this Section 9 shall not be
deemed exclusive of any other rights to which a Person seeking indemnification or reimbursement or advancement of expenses may have or hereafter be
entitled under any statute, this Certificate of Incorporation, the Bylaws, any agreement (including any policy of insurance purchased or provided by the
Corporation under which directors, officers, employees and other agents of the Corporation are covered), any vote of stockholders or disinterested directors or
otherwise, both as to action in his or her official capacity and as to action in another capacity while holding such office.
(d) The rights to indemnification and reimbursement or advancement of expenses provided by, or granted pursuant to, this Section 9 shall continue as
to a Person who has ceased to be a director or officer (or other Person indemnified hereunder) and shall inure to the benefit of the executors, administrators,
legatees and distributees of such Person.
(e) The Corporation shall have the power to purchase and maintain insurance on behalf of any Person who is or was a director, officer, employee or
agent of the Corporation, or is or was serving at the request of the Corporation as a director, officer, member, manager, employee or agent of an Other Entity,
against any liability asserted against such Person and incurred by such Person in any such capacity, or arising out of such Person’s status as such, whether or
not the Corporation would have the power to indemnify such Person against such liability under the provisions of this Section 9 the Bylaws or under
Section 145 of the DGCL or any other provision of law.
(f) The provisions of this Section 9 shall be a contract between the Corporation, on the one hand, and each director and officer who serves in such
capacity at any time while this Section 9 is in effect and any other Person indemnified hereunder, on the other hand, pursuant to which the Corporation and
each such director, officer, or other Person intend to be legally bound. No repeal or modification of this Section 9 shall affect any rights or obligations with
respect to any state of facts then or theretofore existing or any proceeding theretofore or thereafter brought or threatened based in whole or in part upon any
such state of facts.
(g) The rights to indemnification and reimbursement or advancement of expenses provided by, or granted pursuant to, this Section 9 shall be
enforceable by any Person entitled to such indemnification or reimbursement or advancement of expenses in any court of competent jurisdiction. Neither the
failure of the Corporation (including its Board of Directors, its independent legal counsel and its stockholders) to have made a determination prior to the
commencement of such action that such indemnification or reimbursement or advancement of expenses is proper in the circumstances nor an actual
determination by the Corporation (including its Board of Directors, its independent legal counsel and its stockholders) that such Person is not entitled to
such indemnification or reimbursement or advancement of expenses
6
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shall constitute a defense to the action or create a presumption that such Person is not so entitled. Such a Person shall also be indemnified, to the fullest
extent permitted by law, for any expenses incurred in connection with successfully establishing his or her right to such indemnification or reimbursement or
advancement of expenses, in whole or in part, in any such action.
(h) Any director or officer of the Corporation serving in any capacity in (i) another corporation of which a majority of the shares entitled to vote in the
election of its directors is held, directly or indirectly, by the Corporation or (ii) any employee benefit plan of the Corporation or any corporation referred to in
clause (i) shall be deemed to be doing so at the request of the Corporation.
(i) Any Person entitled to be indemnified or to reimbursement or advancement of expenses as a matter of right pursuant to this Section 9 may elect to
have the right to indemnification or reimbursement or advancement of expenses interpreted on the basis of the applicable law in effect at the time of the
occurrence of the event or events giving rise to the applicable Proceeding, to the extent permitted by law, or on the basis of the applicable law in effect at the
time such indemnification or reimbursement or advancement of expenses is sought. Such election shall be made, by a notice in writing to the Corporation, at
the time indemnification or reimbursement or advancement of expenses is sought; provided, however, that if no such notice is given, the right to
indemnification or reimbursement or advancement of expenses shall be determined by the law in effect at the time indemnification or reimbursement or
advancement of expenses is sought.
10. Stockholder Action Without a Meeting. Any action required or permitted to be taken by the holders of Common Stock of the Corporation,
including but not limited to the election or removal of directors, may be taken by written consent or consents but only if such consent or consents are signed
by holders of outstanding shares of Common Stock having not less than the minimum number of votes that would be necessary to authorize or take such
action at a meeting at which all shares thereon were present and voted.
11. Books and Records. The books and records of the Corporation may be kept (subject to any provision contained in the DGCL or other applicable
law) at such place or places as may be designated from time to time by the Board of Directors or in the Bylaws.
12. Notices. All notices, requests, waivers and other communications made pursuant to this Certificate of Incorporation shall be in writing and shall
be deemed to have been effectively given or delivered (a) when personally delivered to the party to be notified; (b) when sent by confirmed facsimile to the
party to be notified; (c) three (3) business days after deposit in the United States mail, postage prepaid, by certified or registered mail with return receipt
requested, addressed to the party to be notified; or (d) one (1) business day after deposit with a national overnight delivery service, postage prepaid,
addressed to the party to be notified with next-business day delivery guaranteed, in each case as follows: (i) in the case of any stockholder, to such
stockholder at its address or facsimile number set forth in the stock records of the Corporation; and (ii) in the case of the Corporation, to the Secretary of the
Corporation at the Corporation’s principal place of business. A party may change its address for purposes of notice hereunder by (x) in the case of the
Corporation, giving notice of such change to all of the stockholders in the manner provided in this Section 12 and (y) in the case of any stockholder, giving
notice of such change to the Corporation in the manner provided in this Section 12.
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13. Restrictions on Transactions. The Corporation elects not to be governed by the provisions of Section 203 of the DGCL.
14. Amendments. The Corporation reserves the right to amend, alter, change or repeal any provision contained in this Certificate of Incorporation, in
the manner now or hereafter prescribed by statute, in accordance with the following provisions of this Section 14. The affirmative vote of holders of a
majority of the then-issued and outstanding shares of Common Stock shall be required to amend or modify this Certificate of Incorporation.
15. Enforceability; Severability. Each provision of this Certificate of Incorporation shall be enforceable in accordance with its terms to the fullest
extent permitted by law, but in case any one or more of the provisions contained in this Certificate of Incorporation shall, for any reason, be held to be
invalid, illegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall not affect any other provision of this Certificate of
Incorporation, and this Certificate of Incorporation shall be construed as if such invalid, illegal or unenforceable provision or provisions had never been
contained herein.
16. Background. This Amended and Restated Certificate of Incorporation was duly adopted in accordance that certain Amended Joint Plan of
Reorganization Under Chapter 11 of the Bankruptcy Code (the “Plan”) approved by order of the United States Bankruptcy Court for the District of Delaware
in In re: School Specialty, Inc., et al., under the Bankruptcy Code, which Plan became effective on June 11, 2013 (the “Plan Effective Date”).

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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EXHIBIT 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES OXLEY ACT OF 2002
I, Joseph M. Yorio, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of School Specialty, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d -15(f))
for the registrant and have:

5.

a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):
a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: November 8, 2017

/s/ Joseph M. Yorio
Joseph M. Yorio
President and Chief Executive Officer
Principal Executive Officer
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EXHIBIT 31.2
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES OXLEY ACT OF 2002
I, Kevin L. Baehler, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of School Specialty, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d -15(f))
for the registrant and have:

5.

a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):
a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: November 8, 2017

/s/ Kevin L. Baehler
Kevin L. Baehler
Executive Vice President and Chief Financial Officer
Principal Financial Officer
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EXHIBIT 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION
906 OF THE SARBANES-OXLEY ACT OF 2002
I, Joseph M. Yorio, President and Chief Executive Officer of School Specialty, Inc., certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to
the knowledge of the undersigned:
1.

The Quarterly Report on Form 10-Q for the three months ended September 30, 2017 (the “Report”) which this statement accompanies fully
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)) and

2.

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations on School
Specialty, Inc.

Date: November 8, 2017

/s/ Joseph M. Yorio
Joseph M. Yorio
President and Chief Executive Officer
Principal Executive Officer

This certification accompanies this Quarterly Report on Form 10-Q pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed as
filed by School Specialty, Inc. for purposes of Securities Exchange Act of 1934.
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EXHIBIT 32.2
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION
906 OF THE SARBANES-OXLEY ACT OF 2002
I, Kevin L. Baehler, Executive Vice President and Chief Financial Officer of School Specialty, Inc., certify, pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002, that to the knowledge of the undersigned:
1.

The Quarterly Report on Form 10-Q for the three months ended September 30, 2017 (the “Report”) which this statement accompanies fully
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)) and

2.

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations on School
Specialty, Inc.

Date: November 8, 2017

/s/ Kevin L. Baehler
Kevin L. Baehler
Executive Vice President and Chief Financial Officer
Principal Financial Officer

This certification accompanies this Quarterly Report on Form 10-Q pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed as
filed by School Specialty, Inc. for purposes of Securities Exchange Act of 1934.

