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Toronto, Ontario

-~~~ Upon commencing on Tuesday, August 4, 2015, at

10:00 a.m.

AFFIRMED: Greg Nordal.

CROSS-EXAMINATION BY MR. FINNIGAN:

Good morning, Mr. Nordal.

1 Q.

A. Good morning.
2 Q. You aie here today for
examination -- cross-examination on certain

affidavits you have sworn and other material

provided. Do you have before you your affidavit

of May 11th, 2015?

3 Q.
July 22nd, 2015?

A.

4 Q.

I do.

And your affidavit of

July 22nd.

Yeg, thank you.

And I take it you had a chance

to review those affidavits before you swore them?

A.

5 . ' Q.

I did.

And you satisfied

yourself that the contents of the affidavits were

true?

Yes.

And is there aﬁything in



1 those affidavits that you would like to amend or
2 change today?
3 A, No.
4 7 Q. You also, your counsel
5 has provided to us certain written responses to
6 written questions on the affidavit of Greg Nordal
7 sworn May 11th, 2015. Do you have those written
8 responses with'you, sir?
9 MS. KIMMEL: He has the
10 responses, and he also has a separate brief with
11 the questions because they are not reflected in
12 the responses.
13 THE WITNESS: Yes, I have it.
14 BY MR. FINNIGAN:
15 8 Q. And did you have a
16 chance, sir, to review those answers before they
17 were provided?
18 A. I did, vyes.
19 9 Q. And do you adopt those
20 answers as your own?
21 A, I do.
22 10 Q. And is there anything in
23 those answers that you would like to change today?
24 A.  No.
25 11 Q. So I understand you are
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the president and CEO of Nelgon Education?
A. That's correct.

12 . Q. You have held that
position since September of 2008?

A. That's correct.

13 Q. And do you expect to
remain in that position if the sale of the
business to the First Lien Lenders is approved by
the Court next week?

A. That is my current
intention.

14 Q. Sir, in your previous
affidavits, you testified as to the decision made
to not make the March and June 2014 interest

payment on the Second Lien Notes?

A. Right.

15 Q. You recall that evidence?
A. Um-hmm.

16 Q. And you tesgtified that

the board of Nelson decided it would not make
thoge interest payments. Do you recall, on a
gquarterly basis, what were the interest payments
on the Second Lien Notes?

A. I prefer to/look at the

actual numbers than speculate.



1 17 Q. Sure, you can look at

2 them. I think it's about $2.6 million.

3 A. Yeah, I was going to say.
4 just over two-and-a-half.

5 18 Q. That's fine.

6 A. If you want the precise

7 number, it's in here somewhere.

8 19 Q. Just over two-and-a-half
9 ig fine.
10 A. Okay.
11 20 Q. And, sir, how much cash
12 did Nelson have as at March 31st, 2014°7?
13 A. I would have to look that
14 up, there is a lot of numbers. It is in one of my
15 documents here.

16 21 Q. Yes, I will direct you to
17 one document that I am aware of. It's in your

18 May 1lth, 2015, affidavit. The first exhibit that
19 you attach there are the financial statements --
20 A. Um-hmm.

21 22 Q. -~ for the company.

22 And these are the consolidated
23 financial statements for the nine-month ended

24 March 31, 2014. Have you got those?

25

A. Yes, I believe I do.
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On page 80, which is part of
Exhibit A, the end of the period March 31, 2014,
cash end of period, 32,165,000.

23 | Q. Right; And so, then, I
understand that the cash of Nelson, the business
operated it was cyclical and the cash would
fluctuate over the course of the year?

A. That's correct.

24 Q. _And March, was it in the
middle, was it at a peak, or a trough?

A. Somewhere in the middle.
Certainly not the trough, certainly not the peak.

25 Q. So just describe for me
how that cycle works in terms of the cash of the
business?

A. Our low period tends to
be July, just based on the working capital
requirements of the business at the time. And
then it increases, say, from August to the end of
the year, as a result of receipts we receive from
various customerg in our marketplaces.

26 Q. All right. So, to
review, then, as at the end of Mafdh Qf 2014, the
Second Lien interest payment due was just over

two-and-a-half million and the company had
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1 $33 million in cash?
2 A. That seems to be
3 approximately correct, yes.
4 27 Q. And what are the goal
5 posts in terms of what does it fluctuate from to
6 in the course of a year?
7 A. Gosh, I would like to
8 refer to specific numbers, but if you would like a
9 range --
10 28 Q. A range is fine.
11 A. -- and given that I am
12 not referring to any specific materials, I think
13 it would be in the area of 15 to 45, plus orx
14 minus.
15 29 Q. Fifteen at the low?
16 A. Yeah, to about, I believe
17 it's slightly over 45 at the high.
18 And I just want to make it
19 clear, I am not looking at any specific materials
20 but that is my recollecﬁion.
21 30 Q. That's fine.
22 So 15 would be, when? What
23 time of year?
24 A. bJuly.
25 31 Q. And 45 would be?
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A. Fourth quarter of the
calendar year.

32 Q. And as part of your job
as the president and CEO, would you receive
regular reports on the cash balances of the
company?

A, Yes.

33 Q. Is that something you

were expected to stay on tdp of?
A. Yes.

34 : Q. Do you have any knowledge
of what the cash would have beén at the end of
June of 20147

A. No, not without looking
at a gpecific document.

35 Q. It would be somewhere in
this rage of 15 to 45, you wéuld expect?

A. Yeah, I would.

36 Q. And if it was 33 at the
end of March, does that help you in approximating
what it might be at the end of June?

A. Not really. I don't
think I want to guess without looking at a
specific financial statement.

37 Q. All right, that's fine.
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1 Sir, the First Lien Notes, they
2 matured in 2014; correct?

3 A. Correct.

4 38 Q. Do you recall the month?
5 Al July.

6 39 Q. And the company did not

7 repay the First Lien Notes when they matured?

8 A. That's correct.

9 40 i Q. And the company has not
10 received any demand for payment from the First

11 Lien Lenders?
12 A. Not . formally, no.
13 41 Q. And the company has not
14 received any notice of intention to enforce

15 security under the Bankruptcy and Imnsolvency Act?
16 A. No, not to my knowledge.
17 42 Q. So, .counsel, this gets

18 into the questions I forwarded to you yesterday.
19 How much interest has been paild to the First Lien
20 Lenders from July 1lst, 2014, to July 1st, 20157
21 MS. KIMMEL: Do you know the
22 approximate number?
23 THE WITNESS: In interest?

24 BY MR. FINNIGAN:

25 43 Q. Yes.
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A. About 13.6 million.

44 Q. Do you have a document
that -- analysis of that number?

MS. KIMMEL: We have
calculated the number so that he was in a position
to answer your question, and he has given you the
approximate number, yes.

BY MR. FINNIGAN:

45 = Q. All right. And how much
has the company paid to the First Lien
Professional Advisorsg, including financial

advisors and counsel?

A. Approximately $5 million
Canadian.
46 Q. In that same period?
A. Yes. I think that's the

same period that all the questions pertain to.

47 Q. Yes, July to July.
A. Yeah. About 5 million
Canadian.
48 ‘ Q. And has the company paid

consent fees to the First Lien Lenders pursuant to
the consent and supbort agreement?
A. Those who consented

received their consent fee as outlined in that

13
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1 agreement.
2 49 ] Q. And did you have a chance
3 to read Mr..Vowell's affidavit of July 13th?
4 A. I did.
5 50 Q. And in that document, he
6 sets out certain amounts that he has calculated as
7 the amounts on the consent fee.
8 And if you have that handy,
9 it's the motion record returnable August 13th.
10 and Tab G of that, 1s a spreadsheet or an Excel
11 sheet with the calculation.
12 A Um-hmm, vyes.
13 51 Q. Do you agree that the
14 consent fees paid to the consenting First Lien
15 Lenders were $12,639,0007
16 A. So this exhibit refers to
17 12.6 to those who consented, which I think matches
18 up with the number I just provided.
19 52 Q. Well I was asking
20 about --
21 A. Oh, sorry.
22 53 Q. -- interest in the first
23 cagse. You teold me 13.6 on interest?
24 A. Yes, and I said about
25 12-and-a-half in consent fees to those consenting
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lenders. You have 12.639, to the best of my
knowledge, this a very close approximation if not
absolutely accurate.

54 Q. Thank you. And
Mr. Vowell also calculated the consent fee that
RBC might be entitled to, or would be entitled to
if it had consented, and his calculation was
$1,559,000. Is that an accurate calculation of
the consent fee that RBC would have been entitled

to if.it had consented?

A, If it had consented --
55 ' Q. Yes.
A. -- which it did not, that

seems to be approximately a good mathematical
calculation.

56 | 7 Q. Okay. Have the First
Lien Lenders made any further advances to the
company since March of 20147

A. Advances?

57 Q. Yes, have they lent the
company any more money?

A. No, I don't believe they
have.

58 Q. Can you turn now to --

counsel, this would be the motion record for the
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1 sale approval.

2 Sir, if T can direct your

3 attention, please, we are going to start with the
4 service list. I am going to ask you some

5 questions about the people that got served with

6 this.

7 A. Oh; okay.

8 59 Q. And look at page 6 of the
9 service list.
10 A. Okay .
11 60 Q. And it describes there
12 under the heading "Secured Parties", it indicates
13 a number of entities. Was each of those entities
14 a secured party of Nelson as far as you are aware?
15 A. I am not 100 per cent
16 sure if they were. But the names look like, for
17 example, I recognize Fleet Management, certainly
18 has an interest with their wvehicles. Ricoh,

19 certainly in their copiers.
20 So I am not familiar with all
21 the terms of all the contracts, I would not be
22 surprised if they are secured. And if they are
23 listed as secured, I would assume they are.

24 61 Q. And are all the payments

25

to these secured lenders current?
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A. To the best of my
knowledge they are, within whatever trade terms
exist.

62 Q. And are these, the
liabilities to these secured lenders, are they
being assumed as part of the transaction for which
approval is sought?

A, Yes.

63 . Q. All right, turn now to
pages 3 through 5 of the service list, under the
heading "Government Offices".

And youvwill see there is the
Départmént'of Justice, the finance ministries of
various -- of the ten provinces --

A. Um- hmm.

64 ' : 0. And same questions.

Is the compatiy current with its
obligation to all of these government agencies?

A. To the best of my
knowledge we are not in default of any of these
obligations.

65 ' ' Q. Thank you.

Does the‘company have any tax
iosses?

A, On our balance sheet, we
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1 have some tax loss carryforwards, yes.

2 66 Q. What is the wvalue of

3 those?

4 A. That is not something I

5 have paid a lot of attention to in recent years

6 because, umm, other elements overwhelmed it. So I
7 would have to take a look at that particular

8 number.

9 67 ) Q. Sure. Do you have it?
10 A. It would have to be...
11 If it is anywhere, it would be in our financial
12 statements in my initial May affidavit. And I am
13 afraid I am going to have to search for that

14 because I do not know exactly where it is, I Jjust
15 say that plainly.

16 68 Q. Okay. Just take a

17 minute, that's fine.

18 A. I am going to have

19 trouble finding that, I am qut going to say it
20 one last time. I am not sure they have actually
21 been realized anyways, yet.
22 69 Q. All right. Do you have
23 any recollection of thé approximate quantum of any
24 tax losses that the company has?

25

A No, I don't. I would be
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guessing.

Q. Could you please give me
an undertaking to advise me of the‘value of the
company's tax losses, the amount?

U/a MS. KIMMEL: I will take that
under advisement.

I wouldn't mind a little bit
of enlightenment as to why that is relevant.

MR. FINNIGAN: Well it's a
potential asset of the company. And my next
question is going to be, what is going to happen
to those losses, 1f any, after the transaction
closes.

MS. KIMMEL: I will take that
under advisement.

BY MR. FINNIGAN:

Q. Sir, do you know what is
going to happen to the tax losses?

A. No, I do not.

Q. Do you know if there will
be any tax losses realized as a result of this
transaction if approval is sought?

A. I don't know, no. It is

not an issue that, candidly, I have spent personal

attention.

19
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1 73 Q. So, counsel, then, for

2 the -- I would like the same undertakings for any
3 tax losses that might be generated as a result of
4 the transaction, including their value and what is
5 proposed to be done with them and who will get the
6 benefit of them?

7 u/a MS. KIMMEL: Take it all under
8 advisement. |

9 MR. FINNIGAN: Thank you.

10 BY MR. FINNIGAN:

11 74 Q. Sir, dealing now with

12 trade creditors. |

13 A. Yes.

14 75 Q. You say in your May 11lth,
15 affidavit, I will paraphrase, we can turn it up,
16 it's 109. You said:

17 "As noted above, I am not
18 aware of any trade

19 payables -- "[as read]

20 MS. KIMMEL: Sorry, can you

21 just let him get to it. It's paragraph 109 of the
22 May affidavit?

23 MR. FINNIGAN: Yes.

24 MS. KIMMEL: Okay, I just want
25 to make sure he is with you.
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76

THE WITNESS:

affidavit on May?

MR. FINNIGAN:

MS. KIMMEL:
that record, but it's at Tab 1,

THE WITNESS:

MS. KIMMEL:
2, your memo is Tab 1.

THE WITNESS:

MS. KIMMEL:

1097

MR, FINNIGAN:

On page 34 of the affidavit.

THE WITNESS:

21

Oh, the

Yes.
It should be in
I believe.
Tab 2.
That's right, Tab
Paragraph 9.

Paragraph 9 or

One-oh-nine.

Yes.

BY MR. FINNIGAN:

Q. So,

109:

"As noted above, I am not

aware of any trade

payables,

obligations,

contractual

or employment

obligations, other than

certain obligations in

respect of former

employees, obligations

relating to matters in
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1 respect of the Second Lien
2 Credit Agreement, and the
3 Nelson Education

4 promissory note that are
5 not being assumed by the
6 purchaser pursuant to the
7 transaction. I am also

8 not aware of any valid

9 pre-closing infringement,
10 misappropriation, misuse,
11 or passing off of
12 intellectual property
13 claim." [as read]

14 So with the exceptions you

15 have noted there, I take it that the trade

16 creditors of the company are still being paid?

17 A. That is correct.

18 77 Q. aAnd the trade creditors,
19 generally speaking, the company's -- the purchaser
20 is going to assume the obligations to those trade
21 creditors after closing?
22 A. That's correct, um-hmm.
23 78 Q. And the company, up to
24 this date, has been able to pay all of its trade
25 creditors ag their obligations fell due?
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A. That's correct.

Q. And what ig the amount,
just in rough terms, of the trade debt at any
given time? If you can answer that question.

A. I can't. I would have to
look to my statements here, they have got accounts
payable number there, that might give you at any
point in time, so.

Q. Sure, let's look at that.
Oon page 1 of your financial statement, under

"Balance Sheet™".

A. Yes. Accounts payable,
accrued expenses, $31 million at the end of
December 2014. So that might be representative,
certainly at that point in time it was --

MS. KIMMEL: December 2014
or --

MR. FINNIGAN: No, that would
be March 31st --

THE WITNESS: I am sorxrry, I am
looking at becember'Bl, 2014, on page 104, which
is Tab B.

At March 31st, 2014, it was --
did you want to go with that number -- it was

18.238 was our accounts payable.
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1 BY MR. FINNIGAN:

2 81 Q. Right, and the trade debt
3 would be included in that?

4 A. That's corredt.

5 82 ) _ Q. And the trade debt, 1s it
6 secured or unsecured?

7 A. Generélly unsecured,

8 perhaps with the exception of those secured

9 providers that were on the service list.
10 83 Q. Right, the photocopiers
11 and the car company?

12 A. Yes. To the best of my
13 knowledge, those would be the only secured
14 creditors in the trade balance.

15 84 Q. So fair to say that most
16 of the trade debt would be unsecured?

17 A. Yes.
18 85 Q. So I take it that you're
19 aware that the First Lien Debt is held by a number
20 of different entities and it is traded from time
21 to time?
22 A. I am aware that it is
23 held by a number of entities and that in the past
24 it has traded. It is my understanding it is not
25 " traded, certainly since the support agreement was
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gigned in September of 2010.

Q. And now prior to July --
I want to take you back now to July of 2014, last
year?

A, Okay, ves.

Q. Were you aware that two
of the First Lien Lenders were a company called
Axxx and another one was Mxxxxxxxxx?

MS. KIMMEL: Can I just
interrupt for a second? My understanding is that
there is some confidentiality associated with the
identification of the First Lien Lenders. So
before you go anywhere, T jusf want to make sure
there isn't any concern about that from counsel.

MR. FINNIGAN: It is in the
public record. The Debtwire has reported on -- I
am not getting into thelr percentage holdings,
nothing like that.

MS. KIMMEL: Have you verified
the source of Debtwire/Nationai Inquirer before
you rely on them as a place... I just want to

make sure that we are not --

MR. STALEY: I am not sure that

Debtwire is necessarily an authoritative source.

Have you got public sources? Is there a way of

25
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1 doing this without specifically talking about the
2 entities to still make your points?

3 MR. FINNIGAN: I will try.

4 And we will see if we have to come back to this.
5 BY MR. FINNIGAN:

6 Q. Are you aware as a result
7 of your involvement in the negotiations with the
8 lenders that there wereztwo camps among ﬁhe First
9 Lien Lenders, a camp that wanted to extend the

10 loan and another camp that wanted to restructure
11 the balance sheet and do a transaction like the
12 one that's now proposed?
13 A. I heard different things
14 at different times.

15 Q. Yes.

16 A. And I will tell you that
17 they were not particularly transparent, and I did
18 hear people speculating along the way. At no
19 point did anybody ever declare to me who was in
20 what camps or what I should expect. I just knew
21 that they seemed to be -- there seemed to be some
22 disagreement amongst the First Lien Lenders and
23 different points of view, and I heard some
24 speculations around that, but I can't speak with
25 any definitive authority where people stood within
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that Lien 1 group.

90 Q. So leaving names aside

and who was on which side of the debate --
A. Yeah.

91 Q. -- were you aware that
some of the First Lien Lenders were supportive of
the company's efforts to negotiate an extension of
the maturity date out to 2017 and 20187

A, I know certainly RBC, as
a holder of Lien 1, was in support of that.

92 Q. Yes. Were you aware of
whether any other First Lien Lenders were in
support of that?

A. Not that anybody

specifically told me they were. I expect some

were, but I -- it's difficult for me to resgpond
any more -- any better than that.
93 ' " Q. And were you aware that

if the credits had been extended, the maturity
dates had been‘extended, that the Second Lien Debt
would not be extinguished as part of that
extension? |

A. Within the July
soliéitation and support agreement, I am aware

that Lien 2 would not be extinguished at that

27
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1 time.

2 And, if I can -- I am going to
3 go back to my earlier answer and say I believe we
4 must have thought there were a number of people in
5 addition to RBC who were open to that extended

6 debt or we would not have proceeded with a futile
7 effort on that solicitation agreement, so.

8 Q. And did you receive any

9 information that the -- there had been some

10 trading amongst the First Lien Lenders such that
11 the identity of the First Lien Lenders changed in
12 20147

13 Al I am aware that, vyes,

14 there was scme trading and changes, ves.

15 Q. And after that trading

16 and changes, did the First Lien Lenders take a

17 different view as to whether the loans should be
18 extended?

19 A. We never had clarity on
20 what to expect from the full lending group, so I
21 can't say I am aware of change. I was aware that
22 we had -- we were optimistic that a'number of

23 Lien 1 holders would support an extend, and we

24 knew there was some that would not. I didn't have
25 any confirmation as to who in what‘camps or what
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percentages they represented, but we did have
optimism that there were a significant number of
members of Lien 1 camp that might support an
extension, hence our solicitation in July.

96 Q. All right. And that
solicitation, as far as your memory will serve
you -- 80 we have already discussed that it didn't
involve the extinguishment of the Secona Liens,
did i§<involve the continued payment of the Second
Lien Advisor fees?

A, It excluded, to my
recollection, the payment of interest. I think it
was moot on the issue of professional fees.

97 Q. What was to be done with
the interest? Was it to be dealt with as a

payment-in-kind item?

A. That is -- the interest?
98 Q. Yes.
A. What was going to happen

within the interest to Se@pnd Lien?
99 ‘ Q. Yes.
A. Umm... I'd have to refer
to the specific document to answer that question.
We télked about a lot of different options,

including increasing rate of interest and other

29
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1 options. So in that specific July agreement, I
2 would have to look at that agreement and find that
3 specific clause. But I am sure it is on the
4 record.
5 100 ‘ Q. It is in the record, we
6 don't need to look it up.
7 Now, beere the consent and
8 support agreement was signed in September of 2014,
9 were you aware that certain of the First Lien
10 Holders were looking for the appointment of a
11 chief restructuring officer?
12 A. There had been
13 discussions to that effect, yes.
14 101 Q. Did it come to your
15 attention that certain of the First Lien Lenders
16 wanted to replace existing senior management?
17 A. It did not come to my
18 attention.
19 102 Q. After the consent and
20 support agreement was signed --
21 MS. KIMMEL: You are talking
22 about the September one? |
23 MR. FINNIGAN: Yes.
24 MS. KIMMEL: Okay, just to be

25

clear.
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BY MR. FINNIGAN:

103 Q. Was the requirement for
the appointment of‘a chief restructuring officer
dropped?

A. There was no requirement
in that September support agreement for a chief
restructuring officer.

104 Q. Okay, thank you.

So when did the negotiations
begin _between the company and the First Lien
Lenders with respect to the consent and support
agreement?

MS. KIMMEL: You are talking
about the September?

MR. FINNIGAN: Yes.

MS. KIMMEL: Okay, I just want
to be sure we are clear about the time frame.

THE WITNESS: We had been
discussing with both Lien 1 and Lien 2 for in
excess a year various terms related to trying to
reach a consensual agreement. In fact, we worked
very,‘very hard for over a year to receive a

consensuadl agreement amongst all parties.

Our preference and strategy, as

evidenced by that July support agreement, was for

31
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1 an amend and extend, but we failed to gain

2 support.

3 So we had to regroup at that

4 time and see if there was some other alternative
5 consensual agreement we could reach.

6 So we never stopped trying to
7 get that  consensual agreement.

8 BY MR. FINNIGAN:

9 105 Q. Right.
10 A. I apologize, T think T

11 may have lost the thread of your question.

12 106 Q. So I am really looking

13 for the negotiations that, after you were

14 unsuccessful in the July extend agreement, and

15 negotiations toward an extension --

16 A. Yes, yes.

17 107 Q. -- did you then begin

18 negotiations that led to the September consent and
19 support agreement?
20 A. We started to examine

21 other alternatives because 1t was very clear we
22 could not get support for an amend and extend post
23 that July support agreement.

24 108 Q. Okay.

25 A. So we looked at a .variety
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of alternatives, I am sure, which ultimately
culminated in that September support agreement.

109 Q. And when did the company
receive a first draft of the term sheet for that
consent and support agreement?

A. Well, I recall
negotiating it -- or being part of the negotiating
September 4th. And that specific term sheet, I
guess. . I would have seen following that
September 4th meeting, and culminating in what was
actually issued on September 10th.

110 Q. "Yes.

A, There may have been, both
in the July term sheet and others, related terms
or related items in those; But if you are'asking
when did I see a term sheet --

111 Q. Yes.

A. -- 1t would have been

after that September 4th meeting.
112 - Q. Okay.

I want to just see 1f I can
refresh your memory.

A. Okay.

113 Q. Here we go. Counsel, can

you please put before Mr. Nordal the minutes of
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1 the board of directors meeting on August 22nd,

2 2014.

3 MS. KIMMEL: These are the

4 ones produced last week?

5 MR. FINNIGAN: Yes, I have an

6 extra copy. Here you go.

7 MS. KIMMEL: We have a copy

8 here.

S THE WITNESS: I will use
10 yours.
11 BY MR. FINNIGAN:
12 Q. So just take a minute, I
13 want to direct your attention to the second page
14 under the heading "Update With Advisors Regarding
15 the Company Refinancing Initiatives and Discussion
16 Regarding the First Lien Term Sheet and Support
17 Agreement".
18 And there it says, in the
19 second last paragraph, it says:
20 "On Friday August 15th,
21 the company advisors
22 provided to the First Lien
23 Advisors a revised first
24 lien term sheét."[as read]

25

So I infer from that, that the
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First Lien Advisors had provided a term sheet
before that?

A, Our. advisors, both with
Lien 1 and Lien 2, had exchanged many,'many drafts
and versions.

Q. Yes.

A. When you asked the
gquestion about when I saw the term sheet, I
thought you were referring to something that was
in the form of the support agreement that was
actually signed.

Q. Yes.

A. We reviewed, both in
writing and verbally, based on the interactions
between various parties and advisors, numerous
alternative strategies, inputs, along the way.

So in response to your
gquestion, again, when did I see the term sheet
that was ultimately signed in September, it would
have been after the negotiations we undertook in
New York, along with legal representation from
Goodmans .

Q. Right. And that meeting
was September the 4th, 20147

A. I believe it was, yeah.

35
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1 MR. FINNIGAN: Let's mark those
2 minutes of August 22nd, 2014, redacted minutes, as
3 Exhibit 1 on this examination, please.
4 EXHIBIT NO. 1: Redacted
5 Nelson Education Ltd.
6 Meeting of the board of
7 directors minutes, August
8 22, 2014.
9 BY MR. FINNIGAN:
10 118 Q. So I now want to direct
11 your attention, please, to your July 22nd,
12 affidavit. And we are still on the same theme of
13 the consent. and support agreement in September.
14 So the paragraph I want to
15 direct your attention to is paragraph 16 on
16 page 6.
17 A, Yes.
18 119 Q. And just read that to
19 yourself, please.
20 A. I will go back a little
21 bit.
22 120 Q. - Sure.
23 A, Yes, um-hmm.
24 121 Q. The second line, the
25 second senténce: Is that a correct statement,
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where it says:

"Under the First Lien
Support Agreement, the
coﬁsenting First Lien
Lenders required the
company to agree to
continue its non-payment
of interest or other
amounts coming due under
the Second Lien Credit
Agreement, which at that
point had not reached its
maturity and had not yet
been declared by the
Second Lien Lenders to be
in default." [as read]

A. I believe that to be an

accurate statement.

122 Q. All right, so the
requirement to continue not to pay the interest
was a requirementrof the First Lien Lenders?

A. It was in the term sheet,
ves.

123 Q. And the company agreed to

that --

37
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1 A. Yes.
2 124 Q. -- at the request of the
3 First Lien Lenders?
4 A. We agreed to it. I don't
5 know -- I don't recall if it was specificallyvét
6 the request or how it emerged. I mean, I just
7 don't recall how we came to that specific
8 conclusion.
9 125 Q. Well, you stand by the
10 words you wrote in your affidavit?
11 A. I do, vyes.
12 126 Q. Okay, thank you.
13 Did anyone tell you that the
14 First Lien Lenders would not agree to the term
15 sheet or the support agreement without that term;
16 that is, no payment to the Second Liens?
17 A. I had that understanding
18 that we would not get an agreement from First Lien
19 to not call on its loan if we agreed to that.
20 So I knew we had to have that
21 provision or First Lien would take other remedies
22 to resgolve the indebtedness.
23 127 Q. And you came to that
24 understanding as a result of the negotiations you
25 participated in?



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A. Yes.

128 Q. Thank vyou.

And has the company complied
with the terms of the consent and support
agreement?

A. To the best of my
knowledge we have.

129 Q. Thank you.

After the support agreement was
executed, did you participate in a conference call
with the lenders updating them on the support
agreement?

A. I believe I did. I would
have to check the records. Do you have a specific
reference in my affidavit? I had so many
conversations, but that doeg sound familiar tobme
but I would like to be able to check my affidavit
or a record to confirm that.

130 Q. And I would like to be
able to show it.to you, I am just looking for it.

A, Okay, ves.

131 ' Q. So what I have got is an
e-mail that attaches a réporﬁ from an organization
called Reorg Research Alert.

A. Oh, ves.

39
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1 132 Q. Dated Wednesday,

2 September 10, 2014, Subject: Nelson Education

3 Ltd. (Reorganize Research Intelligence Alert).

4 Just take a minute to look at
5 that, if yéu would.

6 A. Yes. I haven't read this
7 in a while, but I recall when it came out it made
8 me very angry.

9 133 Q. Okay.
10 MS. KIMMEL: Do you have an
11 extra copy of that, counsel?

12 MR. FINNIGAN: Sure.

13 THE WITNESS: I have, I think
14 you gave me a couple. Okay.
15 BY MR. FINNIGAN:
16 134 Q. So you have had a chance
17 to read this?

18 A. Yes.

19 135 Q. You have seen this
20 before?
21 A. I have. I haven't read
22 it in a very long time but, yes.
23 136 Q. ~Was this an accurate
24 record of what was discussed during the call?

25 A. Certainly not in its
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entirety, no.

I mean, they have named a
company in here, Aikin Gump, I have never heard of
them before or since. I Googled them at the time.
But apparently they are my advisors; not true.

137 Q. So there was a mistake in
one of the descriptions of one of the law firms?

A. Among other things, vyes.

I am sorry, what was the guestion?
138 : Q. Is it an accurate record

of the events recorded?

A. No, it is not.
139 Q. ' In what way is it not
accufate?
"A. They talk about a 10 pér

cent cash interest rate, and this is not accurate.

140 Q. Was there a cash interest
rate?
A. There was, I believe it
was 6.75.
141 Q. Okay. Anything else

that's inaccurate?
A. Well that's a big one.
If you are going to ask me for

every inaccuracy, give me another minute, then,



42

1 now that I know where your question is going.

2 Q. Sure, vyes.

3 A. I don't know at that

4 point in time whether the entire steering

5 committee\had‘actually signed on, they had agreed
6 to it -- so . that may be technical wording -- but
7 the steering committee had agreed, I just don't

8 know if they had "signed on" to anything at that
9 point.
10 Q. Okay.
11 A. And another option, the
12 Canadian bankruptcy procedure. I am not a lawyer,
13 I am not an expert on bankruptcy, but we always
14 talk about CCAA versus something under .the
15 Bankruptcy and Insolvency Act, which I understand
16 is a distinction. So, I don't recall us ever
17 geriously contemplating that so I would call that
18 inaccurate.
19 I talked about the interest
20 rate.
21 The speculation that
22 McGraw-Hill was interested.
23 Q. Sorry, was that --
24 A. Generally, no other
25 specific inaccuracies are jumping out at me.
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Q. Okay, thank you. We
better mark that as the next exhibit and we do so
without any waiver of privilege that attaches to
the communication, you see it's a transmittal from
the lawyer to the client. That will be Exhibit 2,
please.

EXHIBIT NO. 2: E-mail,
Reorg Research Alert,
Subject: Nelson Education
Ltd. (Reorg Research
Intelligence Alert) -
Nelson Education Executes
RSA with Lenders.

MS. KIMMEL: I assume you are
Just marking it for identification purposes?
Obviously this witness wasn't privy to the
docdument at the time, he has given you his
observations about it.

MR. FINNIGAN: Well I am
marking it as an exhibit, we can argue -- he has
admitted he has seen it before, I have asked him
questions about it, so I think it should be an
exhibit, that's the position that I take.

MS. KIMMEL: We can deal with

it, what it means, if you try to use it for any
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1 purpose in evidence, but you have his testimony on
2 the record anyway.

3 MR. FINNIGAN: Okay, thank

4 you.

5 BY MR. FINNIGAN:

6 146 Q. Sir, you are aware that

7 Heritage Canada had to be consulted in respect of
8 this proposed transaction?

9 A. Yes.

10 147 Q. And did you have any

11 dealings with Heritage Canada?

12 A. At this sgpecific time on
13 this sgspecific question, no.

14 I had multiplerand extengive
15 interactions with Heritage Canada in previous

16 years.

17 148 Q. I see. So you are

18 telling me, in respect of this transaction, you
19 did not have any dealings with Heritage Canada?
20 A. I did not personally, no.
21 149 Q. Did others on your

22 behalf?

23 A. I believe my legal

24 counsel was kept up to date on discussions that
25 were happening between representatives of the
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First Lien Lending Group with Heritage Canada. So
I personally had no direct interaction with
Heritage over this.

150 Q. And did you have an
understanding of what the invoivément of Heritage

Canada was in respect of the transaction?

A. Yes.
151 Q. And what was 1it?
A. Heritage Canada, under

the terms of the Investment Canada Act, has
certain oversight over cultural based industries,
including publishing and Nelson Education. And my
undérstanding, without direct involvement, is that
the First Lien Lending Group was of the position
that this transaction, as contemplated within the
support agreement, fell under an exemption to the
Act, specifically because it pertained to the
realization of a security, secured loan. And that
is my understanding of wnat the dialogue with
Heritage Canada was about..

152 Q. Do you have any documents
that'relaté to that understanding that you have
just given me, that it was an exemption because it
was the realization on a‘secured loan?

A, My understanding was that

45
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1 Heritage would provide no documentation to this
2 effect. Which was not a surprise to me, based on
3 prior experience with Heritage.
4 153 Q. Right.
5 A. I may have had -- I have
6 had conversations, certainly, with my counsel, but
7 T can't speak to whether I have any correspondence
8 or anything of that nature, no documents for sure.
9 154 , Q. What I am interested in,
10 are you aware of any written representation that
11 may have been made to Heritage Canada that this
12 was a security realization transaction therefore
13 exempt?
14 A. I am not sure what
15 details were provided by the Lien 1 group or
16 Goodmans to Heritage Canada in support of their
17 contention that this should be an exemption.
18 I know there were phone calls
19 and conversations, but I don't recall what, if
20 any, specific documents were provided!
21 I.would expect -- so, I
22 don't -- I am not sure.
23 155 Q. Have you been provided
24 with everything that the First Liené would have
25 provided to Heritage Canada?
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A. I don't believe so.

Q. Have you been provided
with anything that the First Liens provided to
Heritage Canada®?

A. I don't think I have. I
can't speak for my 1ega1vrepresentation, but I
have not, I don't believe.

Q. So I would like an
undgrtaking to advise and if there are such
documents in the possession of yourself or your
counsel, these are documents emanating from the
First Lien Lending Group to Heritage Canada, and
specifically, I am interested -- I want to have a
general undertaking for any and all documents in
your position and, specifically, I would like to
know about any documents in which any
representation was made that the transaction was a
reali;ation of security by the First Lien Lenders?

MS. KIMMEL: T think you have
our position on this already, counsel, but just to
be clear about it, the position, which I will read
to YOu so that I don't get it wrong.

The company's position has not
changed with respect to the production of

documents that were presented to Heritage Canada,



which was recorded in an e-mail that was sent by
Mr. Chadwick to your firm, Mr. Finnigan, on

July 7th at 6:33 p.m., in which he said:

4 "The company does not

5 believe that its

6 communications with

7 Heritage Canada can be

8 disclosed in the

9 circumstances as: 1, they
10 are primarily related to
11 new shareholder ownership
12 and information matters
13 related to the proposed
14 'transaction, and; 2,
15 section 36.1 of the
16 Investment Canada Act
17 provides that such
18 information is privileged
19 and that no one shall
20 communicate such
21 information or allow
22 anyone to inspect or have
23 access to such
24 information.." [as read]
25 We note that in response to
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Mr. Chadwick's July 7th e-mail, your firm,

Mr. Finnigan, indicated that it might bring a
motion if necessary to obtain this information.

To date no such motion has been brought forward by

RBC.

The company remains of the view.

that it is not in a position to disclose its
communications with Heritage Canada. The position
is consistent with the regent findings in the
Mayﬁl9, 2015,‘decision in U.S. Steel Canada Inc.

MR. FINNIGAN: Thank you for
that restatement of YOur position. We, of course,
disagree with it. But, be that as it may,vour
guestion is on the record.

MS. KIMMEL: Just to be clear,
that position was communicated not only on
July 7th, but also when we transmitted the
responses to document requests on July 31st, last
week.

MR. FINNIGAN: We found it no
more persuasive the second time than the first.

BY MR. FINNIGAN:

Q. Do you know whethér‘
Heritage Canada knows that RBC is the only

Canadian financial institution within the First
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1 Lien Lender Group?

2 A. I don't know what they

3 know about the lending group.

4 159 Q. Do you know if Heritage

5 Canada was informed that RBC is the only First

6 Lien Lender that did not execute the support

7 agreement?

8 A. Again, I don't know what

S they were told or what they know about the lending
10 group.

11 160 Q. Do you know whether

12 Heritage Canada has been provided with a copy of
13 the support agreement?

14 A. I don't know.

15 16l Q. Do you know whether the

16 identity of the holders of the First Lien Debt has
17 been disclosed to Heritage Canada?

18 A. I don't know that. I

19 just don't know, no.
20 162 Q. Would there be somebody
21 else at the company that might know the answers to
22 the questions I just asked you?

23 AL No. If I don't know,

24 nobody knows.

25 163 » Q. Would your counsel know
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the answers to those queStions?

A. I don't know if my
counsel would. I know that counsel Lien 1 would
know.

164 Q. To the extent that your
counsel, Goodmans, knows the answers to the
questions I just posed, I would like an
undertaking to disclose that information?

U/A;; MS. KIMMEL: Take that under
advisement.

BY MR. FINNIGAN:

165 Q. Do you know whether
Heritage Canada has been provided with a copy of
the stockholders rights and registration
agreement?

A. I don't know.

166 Q. I would ask for the same
undertaking from counsel.

U/A MS. KIMMEL: Same position.

I am going to ask you to gend
me a list of all the things that you specifically
‘are requesting that we respond to, because I have
been trying to keep up but I haven't hecesSarily
kept up'with every single thing you have asked

for. Because the witness says he doesn't know,
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1 you can keep asking your questions, his answer is
2 going to be the same. But 1f you have a specific
3 list of particular things that you want to know if
4 they were or were not told, we are taking it all
5 ﬁnder advisement, I would like you to send it to
6 me.
7 MR. FINNIGAN: Yes, I am going
8 to order the transcript, expedited, and we will
9 give you a list.
10 MS. KIMMEL: I am sure you
11 have some notes, 1f you want to help expedite the
12 answer.
13 BY MR. FINNIGAN:
14 167 Q. One of the documents
15 attached to'the asset sale agreement, or referred
16 to at least, is something called the payment and
17 settlement agreement. Are you aware of that
18 document?
19 A. Could you show me the
20 document?
21 168 Q. Yes.
22 A. I may have seen 1t and
23 the name is not registering, not on this one.
24 169 Q. I have got one loose copy
25 of it.
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MS. KIMMEL: Which exhibit is
it?

MR. FINNIGAN: It was appended
to -- in the motion record I got, the document
itself is not there, simply its title is there.

MS. KIMMEL: Where is it,
though?

MR. FINNIGAN: It was attached
to Mullett's affidavit, I believe. Dean Mullet's
affidavit.

MS. KIMMEL: Exhibit G,
payment and settlement agreement?

MR. FINNIGAN: Yes.

MS. KIMMEL: So you are saying
what you have handed Mr. Nordal right now is
Exhibit G to the asset purchaSe agreement?

MR. FINNIGAN: As far as we
are aware, vyes.

MS. KIMMEL: When you say as
far as you are'aware,'havevyou physically‘taken it
out of --

MR. FINNIGAN: It was provided
by your firm to us.

MS. KIMMEL: I just personally

haven't seen it before. I just want your



representation, sgince you are cross-examining my

client, that you have taken a copy of what came as

Exhibit G to the asset purchase agreement and that

4 ig what you have handed him.
5 MR. FINNIGAN: This document
6 came to us from Mr. Chadwick. I don't know if
7 it's the same one that is attached there, but we
8 asked for the document, Mr. Chadwick provided us
9 with what ig in the witness' hands right now.
10 MS. KIMMEL: Okay, I will take
11 your representation to that effect.
12 So I think the first question
13 ig if you have seen thig, familiar with it.
14 THE WITNESS: I am not
15 familiar with it. I may have seen it.
16 BY MR. FINNIGAN:
17 170 Q. So my guestion is: Are
18 the allocations of shares and debt in the -- after
19 the transaction closes, you understand that the
20 First Lien Lenders are going to take some shares
21 and they are going to have a new debt instrument;
22 correct? “
23 A. Yes.
24 171 Q. Now my question is; Is
25 the allocation of shares and debt amongst the
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First Lien Lenders exactly proportionate to their
existing holdings of the First Lien Debt?

A, My understanding is that
they will be prorated with their holding of First
Lien Debt.

Q. And the same? Exactly
the same? 8o if I had 8 per cent of the First
Lien Debt now, I am going to have 8 per cent of
theighares and 8 per cent of the new note; is that
youp;understanding?

A, I can't speak -- that is
my understanding. But the note -- I am thinking
about that, but certainly from an equity in the
shares point of view that is my understanding.

And I believe that is the case with the debt, but
I can't confirm that.

I am not sure how they arranged
the $200 million debt instrument. That might have
been done differently than the actual ownership
structure.

Q. And are you aware if
there is any distinction in the treatment or the
allocation of the shares and the debt between
congenting aﬁd non-consenting First Lien Holders?

A, I am not aware of any

55
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1 difference in terms of how these should be

2 allocated between consenting and non-consenting.

3 Q. All right, so, counsgel,

4 to the extent that your information, your firm's

5 information is any different than what Mr. Noxrdal

6 jugt told me, would you please let me know?

7 U/Aa - MS. KIMMEL: I will take that

8 under advisement.

9 MR. FINNIGAN: I think we need
10 to mark that as an exhibit, the document I handed
11 across.

12 EXHIBIT NO. 3: Payment
13 and settlement agreement.
14 BY MR. FINNIGAN:

15 Q. So I take it, did you

16 understand at thé time the support agreement was
17 signed that a court proceeding would be required
18 to complete the sale transaction contemplated by
19 the agreement?

20 A, No.

21 Q. When did you come to that
22 understanding, that you have to be in a CCAA

23 proceeding?

24 A. When all other efforts to

25

sell the business or achieve an otherwise
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congensual agreement failed.

177 Q. So in the event that
those other efforts failed, was it your
understanding that a court proceeding would be
required to complete the transaction?

A. I understood it to be a
very distinct possibility if those other efforts
failed.

178 e Q. Even if you had found a
purchaser as part of your process, was it not your
understanding that a court proceeding would be
necessary in order to complete the sale?

A. No, that was not my
understanding.

179 ‘ Q. And did you think the
cdmpany could complete a sgale even if it was
insolvent, without court approval?

A. I felt the company could,
if we got the right value on the transaction,
could consummate a sale that could satisfy both
Lien 1 and potentially ‘others, including Lien 2,
to the extent that we could avoid a courtroom
proceeding.

180 ) Q. You were aware that the

Second Lien Lenders were not supporters of the
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1 consent and support agreement?

2 A, I was aware that RBC, as
3 the primary holder of Lien 2, was not supportive
4 of that agreement.

5 181 0. And how did you think

6 that you were going to have a sale approved over
7 their objection without a court process?

8 A. My expectation, or hope,
9 was that we could achieve a transaction value
10 through a robust sales process that would net

11 proceeds which would allow us to offer anything
12 beyond the First Lien to Lien 2 in settlement of
13 that obligation.

14 182 Q. So are you aware that

15 counsel for the Second Liens, my firm and a New
16 York firm, Paul Hastings, were corresponding with
17 your lawyers, objecting to the process and the
18 support agreement?

19 A. I knew there was definite
20 correspondence, and I knew there was not complete
21 satisfaction with it. I don't know the depth of
22 those complaints or the specific elements of those
23 complaints. But, vyes, I knew there was

24 contention.

25 183 Q. All right, so I am going
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to show you a letter, September 16, 2014, from the
Paul Hastings firm to Mr. Chadwick, and you let me
know whether this letter was brought to your
attention at or about the date it was‘sént?

A. It doesn't look familiar
to me. I am not saying I haven't seen it, but I
do not recall seeing it.

Q. Counsel, can you please
confirm that this was a letter that was received
by your firm on behalf of the company acting as
counsel to the company? An undertaking is fine.
U/A ' MS. KIMMEL: Take it under
advisement.

MR. FINNIGAN: This will be
Exhibit 4, please, Letter dated September 16, 2014
to Mr. Chadwick from Mr. Paul Hastings.

EXHIBIT NO. 4: Letter
from Paul Hastings law
firm to Robert Chadwick at
Goodmans LLP, dated
September 16, 2014, Re:
Nelson Education Ltd.

MS. KIMMEL: Are you marking
it for identification purposes?

MR. FINNIGAN: I am marking it

59



1 as an exhibit. I can't imagine you are not going
2 to confirm that you received the letter, so I am
3 marking 1t as an exhibit.

4 MS. KIMMEL: Stranger things

5 have happened, who knows. But I personally wasn't
6 involved at time, so I can't confirm it.

7 BY MR. FINNIGAN:

8 185 Q. Next is a letter dated

9 October 1st, 2014, from Paul Hastings to

10 Mr. Chadwick, same questions. Number 1, have you
11 seen this letter before?

12 MS. KIMMEL: Are you planning
13 to show the witness any of the responses to these
14 letters or are you just going to selectively show
15 him --

16 MR. FINNIGAN: I am going to
17 show him the letters I have in my pile.

18 MS. KIMMEL: Which are all

19 just your letters, I take it?
20 MR. FINNIGAN: Royal Bank...
21 Paul Hastings... Yes.
22 THE WITNESS: I don't reéall
23 seeing it.
24 BY MR; FINNIGAN:

25 186 Q. So the same undertaking,
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please, please confirm that this was a letter sent
by Paul Hastings and received by Goodmans?

Exhibit 5.

U/A MS. KIMMEL: Again, right now
it is being marked, I guess, for identification
purposes.

I am just going to tell you
now, we are taking this under advisement, but if
you are going to mark all of these, and I am going
to be asked go back and verify that they were
received, if and when we respond we are going to
be including in the responses whatever responding
correspondence 1is associated with these letters.

MR. FINNIGAN: I will look
after my evidence, and you look after yours, and
we will both do our jobs hopefully.

MS. KIMMEL: I am just telling
you that is how it 1s going to come in, so it will
all be part of the same record.

MR. FINNIGAN: Exhibit 5, is
the letter dated October 1st, 2014.

EXHIBIT NO. 5: Letter
from Paul Hastings law
firm, to Robertlchadwick

at Goodmans LLP, dated
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1 October 1, 2014, Re:

2 Nelson Education Ltd.

3 BY MR. FINNIGAN:

4 187 Q. Next is a letter dated

5 October 13, 2014, from Leslie Sobel, S-o-b-e-1, at
6 Royal Bank of Canada to Jeffery Rose at Wilmington
7 Trust, indicated to be copied to Nelson Education
8 and Rob Chadwick. Can you let me know 1f you have
9 seen that letter before?

10 A, I have seen more than one
11 letter from Leslie Sobel, whether I have seen this
12 specific one, I am not sure. But I have seen

13 correspondence from RBC counsel indicating their
14 dissatisfaction as to where things stood.

15 188 Q. Ckay, can you just look

16 at the text of the letter just to see if it

17 refreshes your memory any further?

18 A. Okay .

19 189 Q. Does it refresh your
20 memory any further as to whether you have seen
21 this letter before?
22 A, This specific letter, no,
23 it does not refresh my memory. But I am

24 acknowledging that I have received lettexrs from

25 Leslie Sobel, this may have been one of them, T
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don't recall the specific text.

190 Q. I would like you to check
your records and determine if this letter is in
your file and, if so, please advise me by way of
undertaking --

A, Okay.

191 Q. -- and also, counsel,
please advise whether this letter is in your file
and is a letter that was received by the Goodmans
firm?

u/A - MS. KIMMEL: Take that under
advisement.
MR. FINNIGAN: Exhibit 6,
please, letter dated October 13, 2014.
EXHIBIT NO. 6: Lettér
from Leslie J. Sobel, RBC,
to Jeffrey Rose,
Wilmington Trust, National
Association, dated October
13, 2014, Re: Nelson
Education Ltd.
BY MR. FINNIGAN:

192 Q. Next is a letter from

Paul Hastings, November 18, 2014, to Mr. Chadwick

at Goodmans.
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1 Have you seen this letter
2 before, sir?
3 A. I don't recall seeing it.
4 It's possible, but I don't recall.
5 193 Q. Were you aware in or
6 about November of 2014 that the Second Lien
7 Holders were very unhappy with the process as it
8 was unfolding?
9 A, Yes.
10 194 Q. And did you remain of the
11 view that you might be able to execute some
12 consensual transaction with the support of the
13 Second Liens?
14 A. I remained optimistic
15 Vthroughout the process that we could come to a
16 happy conclusion with Lien 2, yes. A satisfactory
17 conclusion, even if not happy.
18 195 Q. Even in November of 20147
19 A. Absolutely.
20 196 Q. I would ask for the same
21 undertakings, to confirm that this letter was
22 received? And mark it as Exhibit 7, please.
23 EXHIBIT NO. 7: Letter
24 from Paul Hastings law

25

firm to Robert Chadwick at
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Goodmans LLP, dated
November 18, 2014, Re:
Nelson Education Ltd.
u/A MS. KIMMEL: Same position,
under advigement.
BY MR. FINNIGAN:

197 Q. And, finally, I have a
letter dated April 13, 2015, from the Goodmans --
to the Goodmang firm from my firm. Can you
confirm whether you have seen that letter before,
please?

A. Are you asking me if I
have seen this before?

198 Q. Yes.

A I may have, but I do not
recall seeing it.

199 Q. = All right, I ask for the
same undertakings, just to confirm that this
letter was received by the Goodmans firm?

u/A MS. KIMMEL: Same position,
under advisement.
MR. FINNIGAN: Thank you, this
will be Exhibit 8.
EXHIBIT NO. 8: Letter

from Thornton Grout
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1 Finnigan LLP to Goodmans
2 LLP, dated April 13, 2015.
3 BY MR. FINNIGAN:

4 200 Q. Sir, does RBC currently
5 provide cash management services to the company?
6 A, They do.

7 201 ‘ Q. And have alternate

8 arrangements been made for another cash

9 managemenﬁ -- for another bank to provide those
10 services?

11 Al Recently we have made an
12 arrangement with another bank to take on those
13 cash management responsibilities in some weeks
14 from now.

15 202 Q. Is that a Schedule 1

16 Canadian chartered bank?

17 A. Yes.

18 203 Q. And will those

19 arrangements be concluded to the satisfaction of
20 the Royal Bank of Canada? Is that a term of those
21 arrangements, that the Royal Bank has to be
22 satisfied with the cash management arrangements
23 and the transition to the new cash management

24 firm?

25

A, I have not seen a final
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agreement or plan between the two firms. I have
been informed that there is an arrangement in
place, but I am not sure of the specific terms and
conditions. I would expect we would do it in
terms that are satisfactory to RBC.

MS. KIMMEL: I take it you ére
asking in RBC's capacity as the cash manager, not
in its capacity as the Second Lien Lender?

. MR. FINNIGAN: Yes, as cash
manager. Yes, that's correct.

BY MR. FINNIGAN:

Q. Sir, I am showing you the
Nelson Education Ltd. consolidated financial
statements for the year ended March 31st, 2015.
Can you identify those for me as the financial
statements of Nelson Education?

A. They appear to be such.

MR. FINNIGAN: Mark that as the
next exhibit.

THE WITNESS: These were
prepared for a special purpose.

MS. KIMMEIL: Just so I know

‘where these are from, these aren't audited, I take

ite

MS. MILLER: Yes, they are.
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1 MS. KIMMEL: They are?
2 THE WITNESS: They are for
3 special purposes, they are not intended for all
4 possible uses related to financial statements, but
5 they were audited as far as they go, um-hmm.
6 BY MR. FINNIGAN:
7 Q. Is there another set of
8 audited statements for the period ended March 31,
9 20157
10 A. No, no.
11 Q. These are it?
12 A. Yes.
13 MS. KIMMEL: Can you identify
14 where you got these? Because my understanding is
15 that these were -- there were restrictions on what
16 could be done with these statements by the
17 auditors and who could have them.
18 MR. FINNIGAN: Yes, I believe
19 the First Lien Lenders can have them, and RBC is a
20 First Lien Lender.
21 MS. KIMMEL: Okay, but I am
22 not sure the Second Lien Lenders can have them.
23 So I don't know what we are going to do about them
24 if you are proposing to mark these as an exhibit
25 or put them on. the Court record in the context of
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these proceedings.

MR. FINNIGAN: I am. But we
can talk about it.

MS. KIMMEL: Okay, well we
might need to create a separate transcript about
this until we sort it out. I don't know what the
limitations are from the auditors with respeét to
what, who can have and use these, but.

BY MR. FINNIGAN:

Q. So I want to direct your
attention, look at the independent auditors
report. Do you have that?

A. Yes.

Q. And in the first
paragraph, the second sentence, it says:

"The financial statements
have been prepared by
management of Nelson
Education in accordance
with the financial
reporting provisions of
the basis of presentation
agreement (the Agreement),
between Nelson Education

Ltd. and 682534 NB Inc.
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1 (the Purchaser pursuant to

2 the proposed asset

3 agreement) ." [as read]

4 Do you have with you a copy of

5 the basis of presentation agreement?

6 A. No, I do not.

7 209 Q. Can you pleasé produce

8 it?

9 U/A MS. KIMMEL: I will take that
10 under advigement. Ig it not something that the
11 First Lien Lenders have? Do you know if it's
12 something that was distributed to the First Lien
13 Lenders?

14 MR. FINNIGAN: I do not know,
15 as I sgit here.

16 BY MR. FINNIGAN:

17 210 Q. Do you know whether the
18 monitor hasg a copy of these statements?

19 A. I don't know.

20 MR. FINNIGAN: Mark them as

21 the next exhibit, please, subject to the

22 reservation that counsel expressed.

23 Mé. KIMMEL: I think right now
24 if you are going to mark these as an exhibit they
25

should be a sealed exhibit. I know we already
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have some sealed exhibits in these proceedings,
but I just don't want to run afoul of anything
with respect to this until I know what the
restrictions are.

MR. FINNIGAN: So we will mark
it as exhibit, and I have noted your concern, and
I will undertake to have a discussion with you to
try to resolve that concern, and, if not, we will
have :to get some direction from the Court as to
the use of the exhibit.

MS. KIMMEL: So I would like
your undertaking that if we can't resolve it that
you are not going to file it in a public filing
until we either resolve it or get a direction from
the Court, because I just want to be seen to have
agreed to something that we aren't supposed to be
agreeing to.

MR. FINNIGAN: I understand.
And that's fine. We will bring it to court -- if
we intend to rely on it, we will bring it to court
in a sealed envelope and we will await His
Honour's ruling on it.

MS. KIMMEL: Okay.

EXHIBIT NO. 9: Nelson

Education Ltd.
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1 consolidated financial

2 statements for the year

3 ended March 31st, 2015.

4 MR. FINNIGAN: That's actually
5 a spot for a break, I want to check some notes and
6 come back for a clean-up.

7 --- Upon recess at 11:12 a.m.

8 --- Upon resuming at 11:32 a.m.

9 MS. KIMMEL: Just before you

10 go ahead, Mr. Finnigan, I just want to -- you have
11 asked some questions about Exhibit 9, which is the
12 confidential exhibit that we have marked, and just
13 looking back over our understandings of this

14 exhibit and who has it, I would like, before we

15 answer any further questions about it, for you to
16 tell us exactly where you got it from.

17 MR. FINNIGAN: The First Lien
18 Agent was --

19 MS. MILLER: RBC received it
20 ag First Lien Lender, and we can confirm that the
21 statements have not been provided to the Second
22 Lien Lenders if that's your question. But RBC has
23 it, obviously.
24 MS. KIMMEL: And RBC was given
25 it by the First Lien Agent; is that correct?



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

73

MS. MILLER: We can confirm

that, but.
MR. VOWELL: Yes.
MR. FINNIGAN: Yes.
BY MR. FINNIGAN:
211 Q. Sir, I am showing you the

Notice of Examination that was served on your

counsel for this examination.

A. This says 4th of August,
which.is today.
212 Q. Today. Yes.
A. Okay.
213 Q. So this is the document

that was sent to require your attendance here
today, sir?
A Uh-huh.
214 Q. And did you receive this,
a copy of thig Notice of Examination?
'A. I don't think I did. I
was told, obviougly, to be here and here I am, so.
215 Q. Yes. And did you search
for any documents in relation té the requests for
documents set out in the notice?
A. I have done search for

documents. Can I just read it and see --
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1 216 Q. Absolutely.
2 A. -- what are the documents
3 referred to.
4 MS. KIMMEL: It's a long list.
5 THE WITNESS: Yes, I did
6 search extensively our e-mail base in compliance
7 with the request from Goodmans to do so.
8 ‘BY MR. FINNIGAN:
9 217 Q. And you provided your
10 counsel with the documents that were responsive to
11 the notice?
12 A. Yes. I did, vyes.
13 218 Q. And in terms of the
14 documents that have been produced, the only
15 documents that I am aware of are the redacted
16 minutes of the board meetings.
17 A. I had -- I have provided
18 counsel with some e-mails related to these
19 requests as well.
20 219 Q. And I have not been
21 provided with any e-mails relating to these
22 requests and, counsel, the reason for that is,
23 why?
24 MS. KIMMEL: As explained to
25 you in many communications that we have had on the
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subject over the past few days, the documents that
you have requested are documents that fall into a
category of privilege that, up until last night

when you had a surprising reversal of position,

RBC had asserted were privileged, namely documents.

which reflect negotiations betweeh either the
First Lien Lenders and the Second Lien Lenders
directly with the company acting as intermediary,
or nggotiations with, respectively, the First Lien
Lendggs and the Second Lien Lenders on matters
that are the subject of thege proceedings and in
dispute, and that, as all parties know, have been
in some level of dispute for a period of time.

And in light of RBC's position,
the company had respected RBC's wishes with
respect to privilege being respected in connection
with negotiations, I had redacted those
negotiations and any recordings of those
negotiations from the board minutes, both for
purposes of reflection of dealings with the Second
Lien Lenders and the First‘Lien Lenders, that is
why you have the redacted board minutes.

And the correspondence that you
asked for falls into a similar category of

privilege, which has been extensively expiained to
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1 you in correspondence, and I am not going to

2 repeat here on the record.

3 BY MR. FINNIGAN:

4 Q. So you are not prepared

5 to waive the assertion of settlementvprivilege in
6 harmony with the bank's wailver of settlement

7 privilege, if any exists?

8 MS. KIMMEL: I think what T

9 said to you last night when we received, quite to
10 our surprise, the reversal of position by RBC on
11 this issue, that we had not had a chance to fully
12 consider it, and I wouldn't say we are or we are
13 not prepared. I think there i1s another party
14 involved here, the First Lien lLenders who we have
15 to consult with and understand their position, and
16 given that most of what you are looking for is in
17 respect of dealings with them, although it does
18 include a reflection of positions of the Second
19 Lien Lenders as well.
20 So I think, fdr purposes of
21 today, what I can tell ybu ig that we haven't
22 changed or reversed any position. We are not
23 aware that the First Lien Lenders have changed or
24 reversed any position‘on this. And, therefore, we
25 are maintaining the status quo.
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BY MR. FINNIGAN:

Q. All right, so you
maintain the assertion of privilege and the
redaction -- so you are going to withhold
documents on the basis of settlement privilege and
redact from board minutes extraété that you say
reflect the negotiating positions of the parties
last summer, between March and September of last
year?,  So far I am correct, you are maintaining
youriassertion of gettlement privilege over those?

MS. KIMMEL: I think it is not
only the company's assertion; I think it is also a
consistent position that all of the parties had
taken, and we haven't had a chance to fully
consider the implications of RBC's reversal and
change of its position and waiver of its
privilege, which we only learned about yestefday.

BY MR. FINNIGAN:

Q.‘ And is there any other
privilege that you assert other than the
gettlement privilege that we have discussed so
far?

MS. KIMMEL: There are some
entries, particulafly in the board minutes, that

were the subject of solicitor-client privilege and
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1 would be -- the redactions would be maintained

2 regardless, but. So, yes, there is

3 solicitor-client privilege of advice from counsel
4 that is in the board minutes that would continue
5 to bé redacted regardless of what parties’

6 positions may be on the settlement privilege

7 issue.

8 BY MR. FINNIGAN:

9 223 Q. So settlement privilege,
10 solicitor-client. Anything else?
11 MS. KIMMEL: Well there is a
12 common interest privilege, which I have also
13 explained to you in the course of the
14 correspondence that we have had over this over the
15 past few days, Mr. Finnigan.
16 BY MR. FINNIGAN:
17 224 Q. Let's go through these in
18 a little more detail.
19 So we can agree that all that
20 has been produced in response to the Noticerof
21 Examination are the redacted board minutes? That
22 is all I am aware that I got.
23 MS. KIMMEL: I believe that's
24 accurate, vyes.

25

BY MR. FINNIGAN:
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225 Q. So let's go back to
Exhibit 1, then, which is the board minute of
August 22nd, 2014.

So if we 1ook‘at -~ I am going
to ask you about the parts that have been redacted
and the grounds for that. |

So on the second -- actually
the third page into the August 22nd board minute,
there is a redaction with the paragraph that
begins "Wednesday, August 20, 2014,".

MS. KIMMEL: Yes.

BY MR. FINNIGAN:

226 Q. So what 1s the subject
matter of that redaction?

MS. KIMMEL: Solicitor-client
privilege.

BY MR. FINNIGAN:

227 Q. And the next redaction in
the document, down in the next paragraph?

MS. KIMMEL: I believe they
are both solicitor-client privilege, although I
would have to -- yes, they are both
gsolicitor-client privilege.

BY MR. FINNIGAN:

228 Q. I take it you have got an
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1 unredacted set for yourself so you can answer

2 these questions?

3 MS. KIMMEL: I have my notes

4 and the redaction tape that I placed on these

5 documents when I reviewed them before they were

6 produced to you, which I am referring to in order
7 to the answer these guestions.

8 BY MR. FINNIGAN:

9 229 Q. But you are satisfied

10 that you are not guessing, you can tell me what

11 the basis of the assertion of privilege is in

12 these docs?

13 MS. KIMMEL: I am basing it on
14 my notes that I made when I was reviewing them not
15 a few days ago before they with produced.

16 BY MR. FINNIGAN:

17 230 Q. So to the extent this

18 becomes an issue at the hearing of the motion,

19 will you have an unredacted version for His Honour
20 available?
21 MS. KIMMEL: Yes, although T
22 would be surprised that we would be fighting about.
23 solicitor-client privilege assertions at this
24 motion.

25

BY MR. FINNIGAN:
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232

233

Q.

Okay, the next board

minute, I would like to refer you to is

March 20th, 2014, I will give you a copy of that

one.

Sir, do you recognize that as a

board minute of Nelson Education? It does look

like a redacted version.

A.

Um-hmm, vyes.

MR. FINNIGAN: We are going to

mark that as the next exhibit, please.

extra copy?

EXHIBIT NO. 10: Redacted
copy of the March 20th,
2014, Nelson Education

Board meeting minutes.

BY MR. FINNIGAN:

Q.

Meting --

MS. KIMMEL: Do you have an

Since you are marking these loosely

and not in the form that they were provided, can I

just have a copy so I have an exhibit copy?

MR. FINNIGAN: I only have one

extra with me.

March 20,

BY MR. FINNIGAN:

Q.

2014 minute.

So Exhibit 10 is the

Page 2 has a redaction,

81
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1 please advise me of the basis of that?

2 MS. KIMMEL: That is

3 solicitor-client privilege.

4 BY MR. FINNIGAN:

5 234 Q.  Does that redaction

6 reflect the position of the First Lien Ad Hoc

7 Committee?

8 MS. KIMMEL: I don't believe

9 so. No.

10 BY MR. FINNIGAN:

11 235 Q. Okay. Okay, we can put
12 that one away. We should also mark the Notice of
13 Examination.
14 EXHIBIT NO. 11: Notice of
15 examination.
16 BY MR. FINNIGAN:
17 236 Q. Next is Marxrch, the

18 minutes of March 27, 2014, are those minutes of
19 the board meeting on that date?
20 A. They appear to be a
21 redacted version, yes.
22 MR. FINNIGAN: Exhibit 12,
23 please.
24 EXHIBIT NO. 12: Redacted
25 copy of the March 27th,
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2014, Nelson Education
Bbard meeting minutes.

BY MR. FINNIGAN:

237 Q. And, counsel, on page 2,
there is two sets of redactions?

MS. KIMMEL: Yes.

BY MR. FINNIGAN:

238 | Q. So what is the basis for
the redaction on page 2°?

MS. KIMMEL: The first
redaction on page 2, 1is a reporting under
settlement privilege of negotiations with the
First and Second Lien Lenders.

And the second redaction,
relates to the status of negotiations in that same
vein, settlement privilege.

BY MR. FINNIGAN:

239 Q. So that's the status
versus any terms of the settlement, it's just --

MS. KIMMEL: I mean, for that
one I am happy to read you what it says, it
pertains to your client. I am not going to go
through the exercise of trying'to disentangle
every single comment'whefe'they are related but

this one particularly is just in relation to RBC.
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1 If you have. waived privilege and you want me to
2 let it all hang out.

3 MR. FINNIGAN: But you

4 haven't, and you say you need the consent of

5 somebody else, so.

6 MS. KIMMEL: Well for the ones
7 relating to the First Lien Lenders, I do. But for
8 the ones that relate specifically to RBC. But

9 anyway, you can decide what you wantvto do about
10 that. That one, that particular one, the second
11 one on page 2 of this minute, happens to only
12 relate to RBC.
13 MR. FINNIGAN: Okay, we will
14 come back to you on that one.

15 . BY MR. FINNIGAN:

16 240 Q. And on the last page,
17 there is a redaction as well?
18 MS. KIMMEL: This one is
19 solicitor-client privilege.
20 It also probably deals with
21 settlement privilege. It also probably covers
22 both, just to be fully comprehensive.
23 BY MR. FINNIGAN:
24 241 0. Next is the minute of

25 April 7, 2014. Do you recognize that as the
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minute of the board meeting that day, sir?

A. It appears to be that, in
a redacted version.

MR. FINNIGAN: Okay,

Exhibit 13, please.
EXHIBIT NO. 13: Redacted
copy of the April 7th,
2014, Nelson Education
Board meeting minutes.

BY MR. FINNIGAN:

242 Q. Counsel, on page 2 there
is a redaction?

A. Yes.

243 Q. And the bagig?

MS. KIMMEL: It's both
settlement privilege and solicitor-client
privilege.

BY MR. FINNIGAN:

244 Q. The next one I have is
June 27, 2014. Can you identify that as the
redacted minutes of that meeting?

A. It appears to be a
redacted version of those meting minutes.

MR. FINNIGAN: Exhibit 14,

please.
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1 EXHIBIT NO. 14: Redacted
2 copy. of the June 27th,

3 2014, Nelson Education

4 Board meeting minutes.

5 BY MR. FINNIGAN:

6 245 Q. Counsel, on pages 3 and 4
7 we have some redactions?

8 MS. KIMMEL: This is

9 settlement privilege.
10 BY MR. FINNIGAN:
11 246 Q. So the first one on 3 is
12 a settlement privilege?
13 MS. KIMMEL: Yes, and carries
14 over to 4 -- sorry, the first one, sorry, sorry,
15 let me see.
16 The first one actually relates
17 to, I think, the composition of the First Lien
18 Lenders, who was on the committee, and how many of
19 them were participating in the discussions which
20 is, I guess, a settlement privilege but there is
21 also a confidentiality issue associaﬁe with that.
22 And the second one is

23 settlement privilege.

24 BY MR. FINNIGAN:

25 247 Q. So the bit after "during



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

the meeting, the company advisors", that's all
settlement privilege?

MS. KIMMEL? Yes.

BY MR. FINNIGAN:

248 Q. And that carries over to
page 47

MS. KIMMEL: Yes.

BY MR. FINNIGAN:

249 _— » Q. And»then on page 5, there
is a redaction at the top and one near the bottom?

MS. KIMMEL: Yes, it's the
same, settlement privilege at the top.

And then, the second one on
page 5, is solicitor-client. It also deals with
settlement privilege, but it is solicitor-client
as well.

BY MR. FINNIGAN:

250 Q. And then finally, the
August 5th minute, I am showing you those minutes.
Is that a redacted copy Qf the board meeting on
August 5th?
A. It appears to be so.
MR. FINNIGAN: Exhibit 15,

please.

EXHIBIT NO. 15: Redacted

87
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1 copy of the August 5th,
2 2014, Nelson Education
3 Board meeting minutes.
4 BY MR. FINNIGAN:
5 251 Q. Counse15 page 2, near the
6 bottom there is a redaction?
7 MS. KIMMEL: That;s settlement
8 privilege.
9 BY MR. FINNIGAN:
10 252 Q. Page 3, the third page?
11 MS. KIMMEL: Settlement
12 privilege.
13 BY MR. FINNIGAN:
14 253 Q. Counsel, this is a
15 question for you: Other than the position taken
16 by RBC on redactions in relation to the come-back
17 motion, this was the written responses and the
18 position we asserted then for the purpose of the
19 come-back motion, are you aware of any other
20 assertion of privilege by RBC outside of that
21 motion?
22 MS. KIMMEL: Well, consistent
23 with that position, there were redactions in the
24 RBC credit agreements that were produced earlier,
25 I guess last Thursday night, I thinkkyou guys
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brought a binder over with those, and I believe
there were redactiong in those credit agreements
that were -- we thought were consistent with the
privilege assertions on the come-back motion.

I wasn't involved in all of the
digcussions around those assertions at the time of’
the come-back motion, so I don't know -- I can't
give you song and verse of every conversation or,
you know, exactly how it arose, but I don't think
there.is any dispute that that was the position
that RBC took.

BY MR. FINNIGAN:

Q. Sir, we have been told
that the company does not retain e-mails older

than four months unless they are saved; is that

correct?

A. ' That's correct.

0. And at a time when you
were in negotiations with yoﬁr -- strike that.

At a time when you were
receiving the letters that we marked earlier
today, the letters from Paul Hastings to your
firm --

A. Yes.

Q. -- to your counsgel?
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1 A. To counsel, yes.

2 257 Q. Were you aware that there
3 was a significant amount of unhappiness amongst

4 the First Lien Lender Group -- Second Lien Lender
5 Group, sSoOrry.

6 A. I knew that the Second

7 Lien Lender Group was not satisfied with the

8 situation, most certainly.

9 258 Q. And did you turn your

10 mind to the fact that the situation may end up in
11 court?

12 A. At various points in the
13 process, absolutely.

14 259 Q. Right. And that would

15 extend back into 20147

16 A. I believe at that time we
17 were still hoping for a consensual deal. So I

18 can't give you a date when I really expected it to
19 go to a court proceeding.
20 260 Q. Did the company ever turn
21 its mind to retaining e-mails that might be needed
22 for future litigation?’

23 A. To a large extent, I

24 relied on my advisors, including Goodmans, to

25

ensure that those sorts of records, documents and
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go forth were maintained. I did maintain some
documentsg that were relevant to my, for future
reference, which I have provided to legal counsel.

261 Q. But did the company issue
to its employees any sort of litigation hold ie.,
don't destroy any documents because they might be
needed in litigation?

Al I did not, and I am not
aware of that happening.

MR. FINNIGAN: Thank you, sir,
those are all my guestions subject to the
undertakings given and the refusals made, that is
all I have for you right now.

THE WITNESS: = Okay, thank you.

MS. KIMMEL: Let me just
quickly check to make sure there is nothing by way
of re-examination.

--- Upon recess at 11:56 a.m.
--- Upon resuming at 11:58 a.m.

MR. FINNIGAN: I do have a
supplemental question.

BY MR. FINNIGAN:

262 N ‘ Q. Sir, I am just showing
you a document called "Supplemental Administrative

Agent Agreement" between Wilmington Trust and

91
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1 Cortland Capital Market Services. 1Is thisra

2 document that you have seen before?

3 A. I am not sure.

4 263 » Q. My instructions axre it's
5 one of the transaction documents for the proposed
6 transaction.

7 A. Okay.

8 264 Q. Do you know whether that
9 document. has been provided to Heritage Canada?
10 A. I have no knowledge of
11 what documents were provided to Heritage Canada.
12 265 Q. So we will mark this one
13 for identification, and I would ask for the
14 undertaking of counsel just to confirm that that
15 is one of the transaction documents, please?

16 U/A MS. KIMMEL: I can't do_that
17 right now, but I will take that under advisement.
18 EXHIBIT NO. 16:

19 Supplemental
20 Administrative Agent
21 Agreement between
22 Wilmington Trust and
23 Cortland Capital Market
24 Services.

25 MR. FINNIGAN: That was my
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supplemental question.

MS. KIMMEL: I don't have any
gquestions by way of re-examination.
--- Whereupon cross-examination adjourned at

11:59 a.m.

[
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MEETING OF THE BOARD OF DIRECTORS
August 22, 2014
MINUTES

A mceeting of the Board of Directors of Nelson Education Ltd. (the “Company” or
“Nelson™) was duly called and scheduled for Friday, August 22, 2014, at 1:30 p.m. via
teleconference pursuant to a notice sent to all Directors. The following Directors were
present, constituling a quorum:

Ronald Dunn (via teleconference)
Greg Nordal (via teleconference)
John Bell (via teleconference)

Paul Renaud (via teleconference)

Michael Andrews, CFO and Senior VP Finance of the Company also attended the
meeting (via teleconference) by invitation of the Board. Company advisors Dean Mullet
and Adam Zalev of Alvarez & Marsal Canada Securities ULC (*A&M™) attended the
meeting (via teleconference) by special invitation of the Board, The Company’s legal
‘counsel, Goodmans LLP, was represented in the meeting by Rob Chadwick and Caroline

Descours (via teleconference). Caroline Descours acted as Secretary of the meeting,

A puckage of relevant information was sent to the Directors in advance of the
meeting. For purposes of these minutes, references to the Company’s business operafions
are intended fo include the operations of Nelson Education Ltd. as conducted by the

direct and indirect subsidiaries of the Company.

At approximately 1:30 p.m., the meeting was called to order by the Chairman.



Approval of the Minutes of the Mectings of the Directors of the Company dated July

30,2014 vnd Auprust S, 2014

Mz, Dunn moved approval of the minotes of the July 30, 2014 and August 5, 2014
Board meetings, The motion was seconded and the Board approved the minutes for the

two meetings,

RESOLVED: that the Minutes of the Meetings of the Board of Directors of Nelson
Tducation Lid. dated July 30, 2014 and August 5, 2014 are hereby approved,

confinmed and ratified and that the appropriate officers of the Company be, and

hereby are, authorized and empowered, for and on behalf of the Company, to
insert such minutes in the minute book of the Company,

Update with Advisers regarding the Company’s Refinancing Initiatives and

Discussion reparding the First Lden Terny Sheet and Support Agreement

The Coropany’s advisors provided an update on discussions held with the
Company’s lenders and the lenders’ advisors which have taken place since the previous
Board of Directors” meeting. Since the last Board meeting, the Company’s advisors and
the First Lien Advisors have exchanged versions of the First Lien Term Sheet und First
Lien Support Agreement and have had several discussions.

On Friday, August 15, 2014, the Company’s advisors provided to the First Lien
Advisors a revised First Lien Term Sheet and received from the First Lien Advisors a

draft Firgt Lien Support Agreement.

On Monday, August 18, 2014, the Company’s legal counsel provided to the First

Lien Advisors a revised First Lien Support Agreement and met with legal counsel to the



First Lien Sieering Committee to discuss outstanding items relating to the First Lien
‘Term Sheet and First Lien Support Agreement.
On Wednesday, August 20, 2014, the First Lien Advisors provided further revised

versions of the First Lien Term Sheet and First Lien Support Agreement.

Redacted for privilege

The Board directed the

Company’s advisors (o provide revised versions of the First Lien Term Sheet and First
. . R Redacted for privilege

Lien Support Agreement {o the First Lien Advisors

and discussed a potential meeting (either in person or by teleconference) with the First

Lien Steering Committee and its advisors if key Hems continue unresolved,

The Company’s advisors have also had discussions with the advisors to the
Second Lien Agent and suggested that they put forward a reasonable proposal in order to
reach a consensual transaction with the First Lien Steering Committee. The Company’s

advisors will continue to have discussions with the advisors to the Second Lien Agent,

Al approximately 2:40 p.n,, the represeniatives of A&M (Mr, Mullet and Mr, Zalev)

excused themselves from the remainder of the conference call,

Adyisor for the Potential Sales and Investment Selicitation Process

Rob Chadwiclc advised that on Wednesday, August 13, 2014, as directed by the

Board, Rob Chadwick and Caroline Descowrs atiended (via teleconference) the



presentations made to the First Lien Steering Committee by Houlihan Lokey, Moelis and
A&M as potential advisors in respect of the potential sales and investment solicitation
process., The First Lien Advisors advised that the First Lien Stesring Committee’s
prefirence wonld be to proceed with Houllthan Lokey as the advisor to assist with the
potential sales process. The Board agreed that each of Houlihan Lokey and A&M should
provide in-person presentations to the Company’s President and representatives of the

Board to assist in the Board's determination of which advisor would he hest to assist with

the potential sales proocess and directed Goodmans to coordinate such in-person meetings

with each of Houliban Lokey and A&M,

Adjourament of Mesting

The Board determined that there was no further business to conduct, and resolved
as follows;
At approximately 2:55 p.m., it was unanimously RESOLVED: To adjourn.

Adjourned acoordingly.
A true record.

ATTEST:

O

Caroline Descours
Searetary of the Meeting

0362886
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D. J. Miller

From: Tenzer, Andrew V. {andrewtenzer@paulhastings.com]
Sent: September-11-14 8:47 AM
To: ‘Les.Vowell@rbcem.com'; 'raymond.s.chang@rbe.com’; 'imiller@cdggroup.com’; D. J. Miller
Subject: FW: Nelson Education Ltd. (Reorg Research Intelligence Alert) - Nelsen Education Executes
RSA with Lenders A ~
fﬁ: %;jh i 2 3\,J e m;&@?m b g"»"*""‘""“"“”"*""”"“”
Evi ) %wﬁwi OF (e Mo rdu —
P ‘zﬁf Ao 4 S

BEPORTER i Leabbele
ASAP REPORTING SERVICES ING,

:”mds 2y Tenzer | Bariner
PAUL ul Hastings LLP | 75 East 55th Street, New York, NY 10022 | Direct:
L ASTINGY +1,212,318.6099 | Main: +1.212.318.6000 | Fax: +1.212.230.7699 |
email:andrewtenzer@pauthastings.com | wwyw.paulhastings.com

From: Reorg Research Alert [mailto:dockets@reorg-research.com]
Sent: Wednesday, September 10, 2014 6:56 PM

To: Tenzer, Andrew V.,
Subject: Nelson Education Ltd. (Reorg Research Intelligence Alert) - Nelson Education Executes RSA with Lenders

Nelson Education Ltd.
Nelgon Fducation Dxecutes RSA with Lenders

Nelson Education's management team hosted a lender call late Wednesday to announce the exccution of a R(,buucturm;,
Support Agreement with the ad hoe steering committes of first lien lenders, according to sources familiar with the

situation.

Details presented on the call included that the full steering committee signed onto the RSA, laying out the terms by which
the lenders would take control of the company, subject to a parallel sale process. Whether the process can be accomplished
ont of court dcpendq on a number of variables, including creditor support and the results of the sale process. Another
option remains a Canadian bankraptey pre ocedme, a3 Reorg Rosuarch pravtooshy outlined,

It a non-sale scenario, the first Hen lenders will take all reorganized equity, subject to dilution for a management incentive
plan. In addition, the lenders will receive $200 million of new first lien term loan paying either (i) a 10% cash interest rate
or (i) 8% in cash and 4% in PIK. Interest would be payable quarterly with a five year maturity. The new term loan will also
have mandatory prepayment eovenants which will include a 25% excess cash flow sweep. The company would also be
[imited to revolver borrowings of CAD $20 million.

The sale process is expected to provide a market check on the restructuring and will be run by Alvarez & Marsal. Reorg
Research has reported that tite sivstusic bayers for Melrm neluded Cengage or MeCGriw- SHIN though other scenarios
could include a sale of the higher education publishing and the K-12 publishing businesses separatdy Houghton Mifflin
Harcourt is also a K-12 publisher that could be a strategic buyer. Other potential suitors would include private equity
firms, sources said; however, the sale process has not advanced enough to have solicited interest from specific firms,

Lenders who sign onto the restructuring and support agreement by the early consent date of Sept. 25 will receive an early
consent fee and some portion of unpaid July-Sept. interest. The consenting lenders will also receive 4 monthly consent fee

going forward.

As previously reported by Reorg Research, the steering committee of Nelson's lenders consists of approximately 63% of
the first lien loan and includes, in order of size holdings are: Ares, Mudrick, Sound Point, Citi, ALJ, Hadson Bay and GE



Capital. The loan had matured on July 3 and the company was in an "informal forbearance” pirica having also missed a
series of interest payrnents on the second liens,

Tlie company is being advised by Goodmans, Alvarez & Marsal and Akin Gump. The first liens working with Willkie Farr,
Bennett Jones and AlixPartners and the second Hens have tapped Paul Hastings and the CDG Group.
%

See on Reorg Reseant

CONTACT US: To ask & question or contact Reorg Researeh vegarding this story: CHel Tk

DOCKET ALERTS: To change your docket alert or tracking preferences: 347 (3w

INTELLIGENCE EMAILS: To change your intelligence email preferences: Click B

The communication has been prepared by Reorg Research, Ine, The information contained in this eommunication has been obtained from sources that Reoryg
Researeh, Inc believes are veliable but we do nob vepresent or warvant that it is aceurate or complete. Neither Reorg Research, Ine, nor any affiliate, nor any of their
respective officers, directors, partners, or employees accepts any liability whatsoever for any direct oy conseqoential foss arising from any use of this
commuanication or s conténts,
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—This message"is'seﬂt*by"a'iaw"ﬁ'rmfaﬂd*m&y'cc}ntaiﬁ information-that-ispt ivileged-or-confidential-TFyourreceived
this transmission In error, please notify the sender by reply e-mail and delete the message and any attachments,

Far additional information, please visit our website at
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WFG Draft 5/1/15

’

’ PAYM EN;]‘ AND SETTLEMENT AGREEMENT

This PAYMENT AND SETTLEMENT AGREEMENT (this "Agreement") is made

effective as of 11:00 a.m. (New York City time) on this [¢] day of [#], 2015.

BETWEEN:
NELSON EDUCATION LTD,, a corporation existing under the
laws of Canada
(the "Seller™)
-and -
CORTLAND CAPITAL MARKET SERVICES LLC, a
Delaware  limited  liability company, as  Supplemental
Administrative Agent under the First Lien Credit Agreement
(the "Agent")

RECITALS:

A, In accordance with the terms of that certain asset purchase agreement, dated the date
hereof (the "Purchase Agreement"), by and between the Seller and [NEWCO] (the
“Purchaser”), the Seller sold, assigned and transferred the Purchased Assets to the
Purchaser and the Purchaser purchased the Purchased Assets from the Seller, such sale -
and purchase effective as of the Closing on the date hereof’,

B. In partial satisfaction of the obligation to pay the Purchase Price for the Purchased Assets
to the Seller at the Closing, the Purchaser:

(O entered into the Newco First Lien Credit Agreement;

(2) in connection with the Newco First Lien Credit Agreement, issucd to the Seller a
promissory note pursuant to the terms of the Newco First Lien Credit Agreement
in a principal amount equal to two bundred million United States Dollars
{US85200,000,000) (the “Term Note'"); and

(3) issued to the Seller 1,000 non-voting redeemable/retractable preference shares in
the capital stock of the Purchaser (the "Preferred Shares") with an aggregate
redemption amount cqual to [fifteen million United States Dollars
(US$15,000,000)];

C. The Seller is indebted to the persons listed in Schedule "A" (the "Secured Lenders™)

under the First Lien Credit Agreement and the other Loan Documents (as defined in the
First Lien Credit Agreement) in the principal amount of [two hundred sixty-eight million
seven hundred fifty-three thousand nine hundred thirty United States Dollars
(US$268,753,930)];

WS LepalB708G3WODG I 1596900v8
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E.

Effective as of 11:00 a.m. (New York City time) on the date hereof, the Seller wishes to
assign and convey to the Secured Lenders and the Agent, for and on behalf of the
Secured Lenders, and the Agent, for and on behalf of the Secured Lenders, wishes to
accept and assume the Newco First Lien Credit Agreement, the Term Note and the
Preferred Shares in partial payment and satisfaction of the Seller's obligation to pay the
outstanding principal amount owing under the First Lien Credit Agreement to the
Secured Lenders; -

Immediately following such assignment and assumption, the Seller and the Agent, for
and on behalf of the Secured Lenders, wish to provide for the forgiveness and settlement
of the remaining balance owing by the Seller to the Secured Lenders under the First Lien
Credit Agreement. |

NOW THEREFORE, for good and valuable consideration (the receipt and sufficiency of which
is hereby acknowledged) the partics hereto agree as follows:

1.

3.

Definitions

All capitalized terms used but not otherwise defined in this Agreement shall have the
meaning ascribed to such terms in the Purchase Agreement,

Certain Rules of Interpretation

(a) In this Agreement, unless the context requires otherwise, words in one gender
include all genders and words in the singular include the plural and vice versa.

(b} The division of this Agreement into Sections and the inclusion of headings are for
convenience of reference only and shall not affect the construction or
interpretation of this Agreement.

{¢) The terms "hereof”, "hereunder", and similar expressions refer to this Agreement
and not to any particular Section or other portion of this Agreement.

(d) Unless something in the subject matter or context is inconsistent therewith,
references herein to Sections are to scetions of this Agreement.

(e) The language used in this Agreement is the language chosen by the parties to
express their mutual intent, and no rule of strict construction shall be applied
against any party.

Acknowledgement by Seller

The Seller hereby acknowledges and agrees that on the date hereof, following the Closing and
immediately prior to the consummation of the transactions contemplated in Sections 5 and 6 of
this Agreement, the Scller is indebted to the Secured Lenders under the First Lien Credit
Agreement in the principal amount of [two hundred sixty-eight million seven hundred fifty-three
thousand nine hundred thirty United States Dollars (US$268,753,930)].

WHLegal 07080008 1 ESV6000+R
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4. Representations and Warranties

(a) The Selier represents and warrants to the Agent that, immediately following the
Closing on the date hereof:

(i)
(i)

(ii‘i)

(iv)

(v)

(vi)

(vit)

(viil)

(ix)
(x)

it is duly organized, validly existing and, as of the date of this Agrecement,
in good standing under the Laws of the jurisdiction of its incorporation;

it has all requisite corporate power and authority to execute and deliver
this Agreement and to perform its obligations hereunder;

the execution, delivery, and performance by it of this Agreement and the
consummation of the transactions contemplated hereby have been duly
and validly authorized by all requisite corporate action on the part of the
Seller and no other proceeding on the part of the Seller is necessary to
authorize this Agreement and to consummate the transactions
contemplated hereby;

this Agreement has been duly and validly executed and delivered by the
Seller and (assuming the due authorization, execution, and delivery by all
parties hercto, other than the Seller) constitutes a valid and binding
obligation of the Scller enforceable against the Seller in accordance with
its terms;

the execution, delivery, and performance by the Seller of this Agreement,
and the consummation by the Seller of the transactions contemplated
hereby, do not (A) conflict with or result in the breach of any provision of
the organizational documents of the Seller, (B) conflict with, violate, or
result in the breach by the Seller of any applicable Law, or (C) tequire the
Seller to make any filing with or give notice to, or obtain any Consent
from, any Governmental Authority; A

it is the Initial Lender (as that term is defined in the Newco First Lien
Credit Agreement) under the Newco First Lien Credit Agreement;

it is the legal and beneficial owner of the Term Note in a principal amount
equal to two hundred million United States Dollars (US$200,000,000);

it is the registered and beneficial owner of the Preferred Shares, which
Preferred Shares have an aggregate redemption amount equal to [fifleen
million United States Dollars (US$15,000,000)];

the Preferred Shares are fully paid and non-assessable; and

each of the Term Note and the Preferred Shares are frec and clear of any
claim, lien, charge, encumbrance or other adverse claim whatsoever,

(b The Agent represents and warrants to the Seller that, immediately following the
Closing on the date hereof:

WSLegal070863400G0 1 1526000vE
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®

(i)

(ii)

(iv)

it is duly organized, validly existing and, as of the date of this Agreement,
in good standing under the Laws of the jurisdiction of its organization;

it has all requisite power and authority to exccute and deliver this
Agreement and to perform its obligations hereunder;

the execution, delivery, and performance by it of this Agreement and the
consummation of the transactions contemplated hereby have been duly
and validly authorized by all requisite limited liability company and other
action on the part of the Agent and no other proceeding on the part of the
Agent is necessary to authorize this Agreement and o consummate the
transactions contemplated hereby;

this Agreement has been duly and validly executed and delivered by the
Agent and {assuming the due authorization, execution, and delivery by all
parties hereto, other than the Agent) constitutes a valid and binding

(v)

(i)

obligation of the Agent enforceable against the Agent in accordance with
its terms;

the execution, delivery, and performance by the Agent of this Agreement,
and the consummation by the Agent of the transactions contemplated
hereby, do not (A) conflict with or result in the breach of any provision of
the organizational documents of the Agent, (B) conflict with, violate, or
result in the breach by the Agent of any applicable Law, or (C) require the
Agent to make any filing with or give notice to, or obtain any Consent
from, any Governmental Authority; and

it has been duly and validly appointed as Supplemental Administrative
Agent under the First Lien Credit Agreement.

5. Assignment and Payment

(a) Effective as of 11:00 aim. (New York City time) on the date hereof (the
"Assignment Time"), the Seller hereby absolutely and irrevocably grants,
bargains, sclls, transfers, assigns, conveys, delivers, and sets over:

(1)

(i)

(iii)

WELegalDPURE0000 151 189600G0VE

to the Secured Lenders in accordance with the allocations set forth in
Schedule “A” (the “Term Allocations”™), all of the Sellet’s rights and
obligations under the Newco First Lien Credit Agreement;

to the Secured Lenders in accordance with the Term Allocations, all of the
Seller’s rights and obligations under the Term Note at an agreed price of
two hundred million United States Dollars (US$200,000,000); and

to the Agent, for and on behalf of the Secured Lenders, all of the Sefler's
rights, title and interest in the Preferred Shares at an agreed price of
[fifteen million United States Dollars (US$15,000,000)}.
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(b) Effective as of and from the Assignment Time, the Agent, for and on behalf of the
Secured Lenders, hereby:

() accepts and assumes all of the Seller's rights and obligations under the
Newco First Lien Credit Agreement;

(if)  agrees that each of the Secured Lenders shall be bound by the provisions
of the Newco First Lien Credit Agreement as a Lender thereunder, each to
the extent of its Term Allocation thereunder, and shall have the obligations
of a Lender under the Newco First Lien Credit Agreement; and

(ifi)  accepts all of the Seller's rights, title and interest in the Term Note and
Preferred Shares.

(cy. The Seller and Agent, for and on behalf of the Secured Lenders, acknowledge and

© agree that the assighments by the Seller described in Section 5(a) shall, upon

becoming effective, constitute a repayment by the Seller of a portion ot the

princtpal amount outstanding under the First Lien Credit Agreement equal to [two

hundred fitteen million United States Dollars (US$215,000,000)], being an

amount equal to the sum of (i) the principal amount of the Term Note, and (ii) the

aggregate redemption amount of the Purchaser Shares. The Seller and Ageat, for

and on behalf of the Secured Lenders, further acknowledge and agree that upon

the assighments by the Seller described in Section 5(a) and the payment described

in this Section 5(c) becoming effective, the remaining principal amount owing

under the First Lien Credit Agreement shall be [fifty three million seven hundred

and fifty-three thousand nine hundred and thirty United States Dollars
(US$53,753,930)] (the "Residual Debt").

6. Settlement of Residual Debt

(a) Effective immed’iately following the Assignment Time (the "Settlement Time"),
the Agent, for and on behalf of the Sccured Lenders, hereby agrees to forgive in
its entirety the Residual Debt.

(b) Effective immediately following the Settlement Time, the Agent, for and on
behalfl of the Secured Lenders, and the Seller acknowledge and agree that as a
result of such forgiveness contemplated in Section 6(a), the amount outstanding
and owing by the Seller to the Sccured Lenders under the First Lien Credit
Agreement is zero United States Dollars (US$0).

© Effective immediately following the Settlement Time, the Agent, for and on
behalf of the Secured Lenders, acknowledges and agrees that all obligations of the
Seller and the other Loan Parties (as defined in the First Lien Credit Agreement)
under the First Lien Credit Agreement and the other Loan Documents (as defined
in the First Lien Credit Agreement) have been fully satisfied, except such
obligations that by their terms expressly survive termination of the First Lien
Credit Agreement or the other Loan Documents (as defined in the First Lien
Credit Agreement), as applicable.

-5.
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(d)

Notwithstanding anything to the contrary herein, the Seller, on behalf of itseif and
the other Loan Parties (as defined in the First Lien Credit Agreement), hercby
acknowledges and agrees that all obligations of the Seller and the other Loan
Parties (as defined in the First Lien Credit Agreement) under the First Lien Credit
Agreement and the other Loan Documents (as defined in the First Licn Credit
Agreement) which by their terms expressly survive termination of the First Lien
Credit Agreement and the other Loan Documents (as defined in the First Lien
Credit Agreement) or payment of the Obligations (as defined in the First Lien
Credit Agreement) shall continue in full force and effect, including, without
limitation, all obligations pursuant to Section 10.05 of the First Lien Credit
Agreement, and shall not be deemed satisfied or forgiven pursuant to this
Agreement. In furtherance thereof, the Seller, on behalf of itself and the other
Loan Parties (as defined in the First Lien Credit Agreement), acknowledges and
agrees that their respective obligations and liabilities under the First Lien Credit
Agreement and the other Loan Documents (as defined in the First Lien Credit

—————Agreement)-shall-be reinstated-with-full force-and-effeet-ifatany time-on-or-after

the date hereof, all or any portion of repayment described in Section 5 hereof is
voided or rescinded or must otherwise be returned by the Agent or any Secured
Lender to the Seller or the other Loan Parties (as defined in the First Lien Credit
Agreement) as a result of the unwinding of the transactions contemplated by this
Agreement, the Purchase Agreement or the documents referred 1o therein and
contemplated thereby.

7. Release

(8

Notwithstanding any other provisions of this Agreement, effective immediately

following the Settlement Time, each of the parties hereto, for and on behalf of
itself and its Affiliates (including, with respect to the Seller, each other Loan
Party (as defined in the First Lien Credit Agreement)), does hereby forever
release and discharge the other party hereto, its Affiliates (including, with respect
to the Seller, cach other loan Party (as defined in the First Lien Credit
Agreement)), the Administrative Agent, the Collateral Agent (as defined in the
First Lien Credit Agreement), each Secured Lender, and each of the foregoing’s
respectlive present and former direct and indirect shareholders, officers, directors,
employees, auditors, advisors (including, without limitation, financial advisors),
representatives, legal counsel, agents and assigns from any and all present and
future demands, claims, liabilities, actions, cause of action, counterclaims, suits,
damages, judgments, executions, debts, sums of money, accounts, indebtedness,
liens and obligations of whatever nature (whether direct or indirect, known or
unknown, absolute or contingent, accrued or unaccrued, liquidated or
unliquidated, or due or not yet due) based in whole or in part on any act or
omission, transaction, dealing or other occurrence existing or taking place prior to
the Settlement Time in connection with the First Lien Credit Agreement, the other
Loan Documents (as defined tn the First Lien Credit Agreement) and any other
document ancillary thereto; provided that in no event shall the release set forth in
this Section 7(a) apply to any claims, losses, suits, demands, actions, causes of
action, rights, costs, fees, expenses, judgments, damages, obligations, lawsuits
and liahilities to the extent such claims, losses, suits, demands, actions, causes of

-6 -
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action, rights, costs, fees, expenses, judgments, damages, obligations, lawsuits
and liabilities are a result of any fraud, as adjudged by the express terms of a
judgment rendered on a final non-appealable determination on the metits by a
cowrt of coimpetent jurisdiction.

(b) Gffective immediately following the Settlement Time, all liens and security
interests of the Collateral Agent (as defined in the First Lien Credit Agreement) or
any Secured Lender in and to any and all properties and assets of the Seller and
any other Loan Parly (as defined in the First Lien Credit Agreement) granted
under or pursuant to the Loan Documents (as defined in the First Lien Credit
Agreement) shall automatically be released and terminated,

8. Further Assurances

Lach of the parties hereto covenants and agrees with the other party that it will from time
to time and at all times thereafter, upon every reasonable request of such party, make, do,
and’execute or cause and procure to be made, done, and exccuted all such further acts,
deeds, or assurances as may be reasonably required by such party in order to carry out the
mtcnt and purpose of this Agreement.

9, Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the
Province of Ontario and the federal Jaws of Canada applicable therein, without giving
effect to any principles of conflicts of law to the extent the laws of another jurisdiction
would apply as a result of the application thereof. Without limiting any party’s right to
appeal any order of the Ontario Superior Court of Justice (Commercial List) (the
"Court"), the partics agree that if any dispute arises out of or in connection with this
Agreement or any of the documents executed hereunder or in connection herewith, the
Court shall have exclusive personal and subject matter jurisdiction and shall be the
exclusive venue to resolve any and all disputes relating to the transaction. The Court shall
have sole jurisdiction over such matters and the parties affected thereby and the Seller
hereby consents and submits to such jurisdiction. The parties hereby irrevocably waive,
to the fullest extent permitted by applicable law, any objection which they may now or
hereafier have to the laying of venue of any such dispute brought in such court or any
defense of inconvenient forum for the maintenance of such dispute. Each of the parties
hereto agrees that a judgment in any such dispute may be enforced in other jurisdictions
by suit on the judgment or in any other manner provided by law. In the event any such
action, suit or proceeding is commenced, the parties hereby agree and consent that
service of process may be made, and personal jurisdiction over any party hereto in any
such action, suit, or proceeding may be obtained, by service of a copy of the summons,
complaint, and other pleadings required to commence such action, suit, or proceeding
upon the party at the address of such party set forth in Section 9.5 of the Purchase
Agreement, unless another address has been designated by such party in a notice given to
the other party in accordanue wnlh the })IOVIS\OI]I: of Section 9.5 of the Pulchas«,
Agreement.
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16.

11.

12.

Entire Agreement

This Agreement, the Purchase Agreement, the Newco First Lien Credit Agreement, the
Term Note and the documents referred to therein and contemplated thereby constitute the
entire agreement among the parties pertaining to the subject matter hereof and thereof,
and merge all prior negotiations and drafis of the parties with regard to the transactions
contemplated herein and therein.

Successors and Assigns

This Agreement shall inure to the benefit of the parties and their respective successors
and assigns.

Couunterparis

This Agreement may be executed in two or more counterparts, each of which will be

13.

15.

deemed an original and all of which together will constitute one instrument. Delivery by
facsimile or by electronic transmission in portable document format (PDF) of an executed
counterpart of this Agreement is as cffective as delivery of an originally executed
counterpart of this Agreement, '

Amendments and Waivers

Any term of this Agreement may be amended only with the written consent of the Seller
and the Agent or their respective successors and permitted assigns. Any amendment
effected in accordance with this Section 13 will be binding upon the parties and their
respective successors and permitted assigns.

Paramouuntcy

This Agreement is delivered pursuant to, and is subject to, all of the terms and conditions
comtained in the Purchase Agreement. In the event of any inconsistency between the
provisions of this Agreement and the provisions of the Purchase Agreement, the
provisions of the Purchase Agreement shall prevail.

Severability

If any provision of this Agreement is held to be illegal, invalid or unenforceable under
any present or future law or regulation, and if the rights or obligations of any party hereto
under this Agreement will not be matertally and adversely affected thereby, (a) such
provision will be fully severable, (b} this Agreement will be construed and enforced as if
such illegal, invalid or unenforceable provision had never comprised a part hereof, (¢) the
remaining provisions of this Agreement will remain in full force and effect and will not
be affected by the illegal, invalid or unenforceable provision or by its severance from this
Agreement and (d) in lieu of such illegal, invalid or unenforceable provision, the parties
shall negotiate in good faith to add to this Agreement a legal, valid and enforceable
provision as similar in terms to such illegal, invalid or unenforceable provision as may be
possible.

WELepah 07086700006 141 1 S9690HE



14105550.11

[Signature Page Follows. ]
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IN WITNESS WHEREOF this Agreement has been executed by the Seller and the
Agent as of the day and vear first above written.

NELSON EDUCATION LTD.

By
Name:
Title:

CORTLAND CAPITAL MARKET SERVICES
1.LC, as Agent

By:

Name:
Title:

W LegahGRERO3WD000 11 L506T00E
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SCHEDULE "A"

TERM ALLOCATIONS

{ Secured Lender

Term Allocation

1 [Table to be updated.]

6442695
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Seplember 18, 2014

Mr. Robert Chadwick
Goodmans LLP

Bay Adelaide Centre

333 Bay Streei, Suite 3400
Toronte, OH M5H 287

Re: Nelson Education Ltd.
Dear Rob:

We represent Royal Bank of Ganada, as a lender and as agent, under the Second Lien Credit
Agreement, dated as of July 5, 2007 (as amended or modified from time to fime, the “Second Lien Credit
Agreerment”), by and among Nelson Education Ltd. {"Borrower"), Nelson Education Hpldings Ltd., as
Holdings, Royal Bank of Canada, ag Administrative Agent and Collateral Agent (in such capacity, the
“Second Lien Agent”), and the lenders from time o time party thereto (collectively, the “Second Lien
Lenders”). Any caplitalized terms set forth but not defined herein have the meanings ascribed fo such
ferms in the Second Lien Credit Agreement.

The Second Lien Agent understands that the Borrower has reached an agreement with a steering
committee of lenders under its First Lien Credit Agreement, dated as of July 5, 2007 (tha "First Lien Credit
Agreement”), by and among the Borrower, Holdings, Wilmington Trust, National Association, as
successor Administrative Agent and Collateral Agent (in such capacity, the "First Lien Agent”), and the
lenders from time to fime party thereto (collectively, the “First Lien Lenders’) on a restructuring of the
Borrower's obligations under the First Lien Credit Agreement (the “Restructuring”.  The Second Lien
Agent was excluded from any discussions with the First Lien Lenders regarding the Restructuring and is
not aware of all of its material terms. Based on what it knows, however, the Second Lien Agent is
concemned that the Restructuring, if implemented, would violate the Loan Documents, Accordingly, the
Second Lien Agent would like to receive the following information by noon on Friday, September 19.

Consent Fee

The Restructuring includes an early consent fee (the “Consent Fee") payable to First Lien Lenders who
sign a support agreement by September 25, 2014. The Second Lien Agent estimates that the Consent
Fee would result in payments through the end of 2014 of approximately $12 million. The Second Lien
Agent's questions and concerns regarding the Consent Fee include the following:

A Is the Second Lien Agent's calculation of the Consent Fee correct?

B The Consent Fee appears 1o te an increase in the interest rate under the First Lien
Credit Agreement of more than 3%. Does the Borrower's galeulation differ and, if not, is the Consent Fee
permissible under Section 6.3 of the Intercreditor Agreement?

Paul Hastings LLP | 75 East 55th Strest | New York, NY 10022
T +1.212.318.6000 | www.pauthastings.com
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C. What does the Borrower contemplate if one or more First Lien Lenders do nol sign a
support agreement? s it the Borrower's view that such a non-supporting First Lien Lender would still be
entitled to its ratable portion of the Consent Fee under Section 2.14 of the First Lien Credit Agreement?

D. If a non-consenting First Lien Lender elects o challenge the Restructuring, is it the
Borrower's view that such lender continues to be entitled to have its legal and other fees relmbursed
under the First Lien Credit Agreement?

B What-analysis did-the-Borrower-perform-to-determine-the-impact-of the-payment-of the
Consent Fee on constituencies other than the First Lien Lenders? In particudar, what s the business
justification underiying the Consent Fee given that:

{I} the Borrower's default under the First Lien Credit Agreement obligates it to pay only an
increase in the default interest rate;

{iiy the Consent Fee reduces the Borrower's cash balances and value at the outset of a
sales process in which the Borrower (and its officers and directors) have a duty to maximize value
for the banefit of all constituencies;

(iii} the Consent Fee reduces the Borrower's cash balances at a time when the Borrower
has prepared for an inscivency proceeding, and may need DIP financing;

(iv) the Consent Fee does not reduce the uncerainty inherent in the Borrower's sales
process (described below); and

{v} the Borrower is ot current on all of its other obligations including, without limitation,
interest and fees owed to the Second Lien Lenders,

F. The Second Lien Agent understands that the Restructuring offers no recovery to the
Second Lien Lenders. If accurate, then the Borrower must view the claims under the First Lien Credit
Agreement as the fulcrum claims in any restructuring (incorrectly in our view). [f that is the Boarrower's
view, then why does it need to pay any Consent Fee and reduce its cash balances?

Sales Process

A Over a pericd of months, the Second Lien Agent has requestsd that the Borrower share
its operating results, projections and cost savings plan. None of that information has heen provided, and
vel it would seem critical to any potential purchaser of the Borrower. Does such information exist and,
80, why hasn't it been provided to the Second Lien Agent? If it does not exist, can the Borrower market
its assets effectively?

B. The Second Lien Agent has requesied the Borrower's view on the pro forma financial
impact (including potential realized synergies from purchasers} on the Borrower of {i} selling the K-12 and
higher education business segments in a single transaction, (i} selling the K-12 and higher education
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busihess segments in separate transactions and (fii} seliing one business segment and retaining the
other. Does such information exist and, if so, why hasn't it been provided to the Second Lien Agent? If it
does not exist, can the Borrower market its assets effectively?

C. The sales process appears to face a number of potential obstacles, including from non-
consenting First Lien Lenders, the Second Lien Lenders, other creditors, Cengage and "Heritage
Canada.” How did the Borrower conclude that it could be marketed effectively in the face of these
uncertainties?

b

D. ... In light of what appears to be the possibility, and perhaps likelihood, of an insolvency
proceeding, has the Borrower considered eschewing the Consent Fee and immediately commencing
such a proceeding, and marketing its assets while operating in insolvency?

E. Does the Borrower believe that a sale can be consummated without (i) unanimous
consent of the Second Lien Lenders or (ii) a CCAA or CBCA proceeding?

F, Dosgs the Borrower believe that prospective buyers would consummate a sale without (i)
unanimous consent-of the Second Lien Lenders or (i} a CCAA or CBCA proceeding?

The "Credit Bid”

A. The Restructuring contemplates a purported "credit bid" that results in a restructuring of
the First Lien Credit Agreement and the issuarice to the First Lien Lenders of shares in Newco. What
legal precedent is the Borrower relying on for completing such a transaction?

B. Was the “credit bid" structured to circumvent the voting rights of the Second Lien Lenders
under Section 6.9 of the Intercreditor Agreement?

C. Has the Borrower received assurance that First Lien Lenders who receive shares in
Newco wili provide whatever undertakings Heritage Canada reguires of them?

D, Does the Borrower believe that the credit bid can proceed without (i) unanimous consent
of the Second Lien Lenders or (i) a CCAA or CBCA proceeding?

E. How would the credit bid be %mplemented in, and outside of, an insolvency proceeding?v

Other Questions

A. How does the Borrower plan (o treat the claims of the Second Lien Lenders and Second
Lien Agent?
B Is the Borrower insolvent? If not, on what basis has the Borrower made this

determination?
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. On what basis has the Borrower decided to continue to pay unsecured creditors in full,
while failing to address the claims of the Second Lien Lenders?

D Has the Borrower mads any determination a8 1o which of its vendors are critical?
The Borrower has agreed to @ Restructuring that does not address the Second Lien Lenders’ claims.

This is disappointing, given that the Second Lien Agent provided unprecedented cooperation to the
Borrower in an effort to reach a consensuat deal, including waivers of due dates of interest payments and

—-offers10-provide a-recovery-to-hopelesslyout-of-the-money-eguity-helders—Furthermore there-wasg-—— e

meeting between the Second Lien Agent and the Borrower's CEQ, and their respective advisars, in
Teronto two weeks ago during which the Second Lien Agent and Borrower agreed on the outline of a
proposal to resolve their claims. The Second Lien Agent participated in that meeting at the request of
one of the Borrower's board members, who did not show up (he was available by phone, hut only to the
Borrower and Its advisors). The Second Lien Agent has not received any follow-up frem the Borrower
since that meeting, and quastions whether the proposal has been discussed with the First Lien Lenders.

Please nole that this lelter sets forth only those concemns about the Restructuring thet have arisen from
the Gecond Lien Agent's current understanding of its siructure. Nothing contained herein is intended to
be, or shall be, construed as a waiver or forbearance of any of the rights, remedies, and powers of the
Second Lien Lenders or Second Lien Agent agsinst the Borrower, the First Lien Agent, the First Lien
Lenders or the Second Lien Lenders' Collateral, or a waiver of any Defaulls or Events of Default, or a
consent to any departure by the Borrower or the First Lien Lenders from the express provisions of the
Second Llen Credit Agreement and the other Loan Documents. The Second Lien Agent, on behalf of the
Second Lien Lenders, hereby expressly reserves all of its remedies, powers, rights. and privileges under
the Secona Lien Credit Agreement, the Intercrediior Agreement and the other Loan Documents, at law, in
equity, or ctherwise,
Sincerely, -
N f

{/\n s

} .,

i: O PR U

Andrew V. Tenzer
U.S. Counsel to the Second Lien Agent

e D.J, Miller, Thomton Grout Finnigan LLP
Paul Shathoub, Willkie Farr & Gallagher LLP
Kevin Zych, Bennett Jones LLP
Dean Mulletf, Alvarez & Marsal
Jeffrey Rose, Wilmington Trust, NA
Jonathan Miller, CDG Group
{es Vowell, RBC
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Qclober 1, 2014

Mr. Robert Chadwick
Goodmans LLP

Bay Adelaide Centre

333 Bay Street, Suite 3400
Toronto, OH M&H 287

Re: Nelson Education Ltd.
Dear Rob:

We represent Royal Bank of Canada, as a lender and as agent, under the Second Lien Credit
Agreement, dated as of July §, 2007 {as amended or modified from time to time, the "Second Lien Credit
Agreement’), by and among iNelson Education Lid. {"Borrower”), Nelson Education Hoidings Ltd, as
Holdings, Royal Bank of Canada, as Administrative Agent and Collateral Agent {in such capacity, the
"Second Lien Agent”), and the lenders from time to time party thereto (collectively, the "Second Lien
Lenderg"). Any capitalized terms set forth but not defined herain have the meanings ascribed to such
terms in the Second Lien Credit Agreement,

Earlier this waek, the Barrower informed the Second Lien Agent and Second Lien Lenders that the
Bortower has staried to market itself to potential buyers. The Second Lien Agent hasn't received any
written information about that sales process including, without limitation, the information being provided to
potential buyers or & list of whom is receiving such information. The Second Lien Agent hereby requests
such information and also requests that the Company provide periodic updates (no legs than weekly) as
to the stailus of any developments in the sales process, including updates on the Borrower's discussion
with Cengage and Heritage Canada. If necessary, the Second Lien Agent weuld agree to execute a
reasonable nan-disclosure agreement.

tn addition, my letter to you of September 16 raised certaln guestions regarding the “Consent Fee"
payable under the First-Lien Credit Agreement, dated as of July 5, 2007 (the “First Lien Credit
Agreement”), by and among the Borrower, Holdings, Wilmington Trust, National Association, as
successor Administrative Agent and Collateral Agent (in such capacity, the “First Lien Agent”), and the
tenders from time to time party thereto (collectively, the "First Lien Lenders”) in connection with a
restructuring of the Borrower's obligations under the First Lien Credit Agreement {the *Restructuring™.

The Second Lien Agent understands that the Consent Fee has been paid. Because the Consent Fee is
an increase in the interest rate under the First Lien Credit Agreement of more than 3%, payment of the
Consent Fee is not permissible under Section 5.3 of the Intercreditor Agreement.

Nothing contained herein is intended to be, or shall be, construed as a Waiver or forbearance, with
respect to the Consent Fee or otherwise, of any of the rights, remedies, and powers of the Second Lien
Lenders or Second Lien Agent against the Borrower, the First Lien Agent, the First Lien Lenders or the

Paul Hastings LLP | 75 East 65th Strest | New York, NY 10022
t +1.212,318.68000 | www.pauthastings.com
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Second Lien Lenders’ Coliateral, or a waiver of any Defaults or Events of Default, or a cansenl to any
departure by the Borrower or the First Lien Lenders from the éxpress provisions of the Second Lien
Credit Agreement and the other Loan Documents. The Second Lien Agent, on behalf of the Second Lien
Lenders, hereby expressly reserves all of its remedies, powers, rights, and privileges under the Second
Lien Credit Agreement, the Intercreditor Agreement and the other Loan Documents, at law, in equity, or
otherwise including, without limitation, regarding the payment of the Consent Fee.

Sincerely,

& ] £ }

!;:,«‘ i rjﬁ/ ,

i(/ﬁ‘ 14, Wi (/ f/'é{{""““” -

Andrew V. Tenrzer

U.8. Counsel to the Second Lien Agent

(oo D). Milter, Thornton Grout Finnigan LLP
Paul Shathoub, Willkie Farr & Gallagher LLP
Kevin Zych, Bennstt Jones LLP
Dean Multett, Alvarez & Marsal
Jeffrey Rose, Witmington Trust, NA
Jonathan Miller, CDG Group
Les Vowell, RBC
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Royal Bank of Canada
RBC Law Group

3 World Financial Center
200 Vesay Street

New York, NY 10281-8098

Leslie J, Sobel

Senmior Counsel ' | ' S
= ’ B2 o . £ g
Telephone: (212) 428-6216 EXHIBIT NO f' 0

Facsimile: (212) 858-7455
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October 13, 2014 REPORTER _L 96 Lo wbe/d!
ASAP REPORTING i:a?“ RVICES INC.

Jeftrey Rose

Wilmington Trust, National Association

50 South Sixth Street

Suite 1290

Minneapolis, MN 55402

Re:  Neglson Education Lid.

Dear Mr. Rose;

Reference is made to that certain First Lien Credit Agreement, dated as of July S, 2007,
among Nelson Education Ltd., as Borrower, Nelson Education Holdings Ltd., as Holdings,
Wilmington Trust, N.A., as successor Administrative Agent and Collateral Agent {the
“Agent”) and the other Lenders party thereto (as amended, restated or modified from time
to time, the “First Lien Credit Agreement™), Capitalized terms used but not defined herein
are used ag defined in the First Lien Credit Agreement,

In connection with the recent execution by certain Lenders of a support agreement with the
Borrower, the Borrower is obligated to pay a fee (the “Consent Fee”) to such Lenders
based on the amount of Loans that such l.enders hold. Royal Bank of Canada (*RBC™), a
Lender, did not execute a support agreement. ~

The payment of the Consent Fee is a payment that a Lender obtains on account of the
Loans made by it, Pursuant to Section 2.14 of the First Lien Credit Agreement, cach
Lender other than RBC is obligated to purchase from RBC a ratable participation in RBC's
Loan as is necessary to cause such purchasing Lender 1o share the excess Consent Fee
payment it has received. RBC requests that the Agent distribute to RBC its ratable share of
each Lender’s Consent Fee; and that the Agent reflect in its records any participations
purchased by other Lenders from RBC in aceordance with the First Lien Credit Agreement.
Please also note that pursuant to Section 10.01(d) of the First Lien Credit Agreement,



Section 2,14 of the First Lien Credit Agreement may not be amended without RBC’s
consent.

Nothing contained herein is intended to be, or shall be, construed as a waiver or
forbearance of any of the rights, remedies, and powers of RBC against the Borrower, the
Agent or the Collateral, a waiver of any Defauits or Events of Default, or a consent to any
departure by the Borrower, the Agent or the Lenders other than RBC from the express
provisions of the First Lien Credit Agreement and the other Loan Documents. RBC hereby
expressly reserves all of its remedies, powers, rights and privileges under the First Lien
Credit Agreement and the other Loan Documents, at law, in equity or otherwise,

Vury truly yvours,

L B J 15 /
A G T

Leslic J. Sohel

ce: Nelson Education Lid.
Robert Chadwick, Esq.
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1(212) 318-6099
andrewtenzer@pauthastings.com

November 18, 2014

Vi EMAIL

Mr. Robert J. Chadwick -
Goodman’s LLP

333 Bay Street, Suite 3400
Toronto, ON M5H 287

Re: Nelson Education Ltd,

Dear Rob;

| am writing in response to your letter of November 17, 2014,

EXHIBIT NO

EXAM OF _6r28 o el
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REPORTER

LLsa

Itis unfortunate that we continue to exchange letters arising from the coordinated efforts of Nelson and
the First Lien Lenders to deprive the Second-Lien Lenders of any meaningful role in Nelson's
restructuring. The Company's request for a confidentiality agreement is a priitne example. Section 10.08
of the Second Lien Credit Agreement requires the Second Lien Agent and Second Lien Lenders to
maintain the confidentiality of all “Information’ provided by the Company, subject to customary carve outs.
if the Company genuinely wanted to include the Second Lien Lenders in its purported sale and
restructuring efforts, the Company would simply need to designate any information it seeks 1o provide as
“confidential.” Asking the Second Lien Agent to enter an unnecessary confidentiality agresment is not a
step that the Company would take were it genuinely interested in negotiating with its second largest

creditor,

Your reference to the Support Agreement also rings hollow. The Company, when it was likely insolvent,
willingly entered into that coercive document to pay exorbitant and unnecessary fees to the First Lien
Lenders while excluding the Second Lien Lenders and their advisors from any negotiations. The
Company holds substantial cash and s attempting te remain current with all of its creditors except for the
Second Lien Lenders. The Second Lien Agent remains willing to engage, but from an informational and
financial standpeint, the Company has inexplicably elected to shut the Second Lien Lenders out of its

sales and restructuring process,

Paul Hastings LLP { 75 East 55t} Street | New York, NY 10022

£ +1.212.318.6000 | www.paulhastings.com



Robert J. Chadwick
November 18, 2014
Page 2

All of the rights and remedies of the Second Lien Agent and Second Lien Lenders are reserved.

Very truly yours,

; > g 3 ‘,"3_.‘-";, e M,
4;{:7, e

(L
ndrew V. Tenzer

of PAUL HASTINGS LLP

AVT.pme

ce Les Vowell, RBC
0.J. Miller, Thornton Grout Finnigan LLP
Jonathan Miller, CDG Group
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April 13, 2015
VIA EMAIL

Goodmans LLP

Bay Adelaide Centre
333 Bay St., Suite 3400
Toronto, ON MSH 287

Attention: Rebert Chadwick

Pear Rob;

Re:  Royal Bapk of Canadz in its capacity as Second Lien Agent and lender (“RBC™) and Nmon
Bducation Lid, (the “Company™)

- We refer to our various discussions in respect of this matter and our prior Jetters including those dated
September 16, 2014, October 1, 2014 and November 18, 2014, Capitalized terms used in this letter and
not defined are as defined in the Second Lien Credit Agreement with the Company.

We have previously advised you of RBC’s position on the Consent Fee paid to those First Lien Lenders
who executed 2 Support Agreement, and the non-payment ot interest due and owing to the Second Lien
Lenders under the Second Lien Credit Agreement, The Company and the First Lien Lenders are aware,
and have previously reccived notice, that the Company is in default under the Second Lien Credit
Agreement and RBC has expressly reserved its rights in respect of those defaults and steps taken by the
Company.

The Company has unilaterally chosen to: (i) stop paying interest and fees that it is contractually obligated
to pay under the Second Lien Credit Agreement; (ii) create an obligation for, and then pay, additional fees
to certain of the First Lien Lenders in contravention of the Intercreditor Agreement; (ifi) incur new
liabilities to unsecured creditors on an ongoing basis while not paying existing liabilities owing to the
Second Lien Lenders; and (iv) pay unsecured creditors on aa ongoing basis, while scoured habilities
remain unpaid. The Company has chosen to conduct its affairs for the past several months in such as way
as to create preferences in favour of the First Lien Lenders and unsecured creditors to the detriment of the
Second Lien Lenders. We assume that authorization for these actions has been given by the Company’s
board of directors, and therefore specifically reserve RBC’s rights in respect of the Company’s directors,

as well,

We reilerate that all payments made (whether to the First Lien Lenders in respect of the Consent Fee,
unsecured creditors, professionals or otherwise) while amounts due and owing are not paid to the Second
Lien Lenders, constitute preferences for which the Second Lien Lenders reserve all of their rights and

tgfca
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Thoredss Brout Fenigan ue

n

remedies, ncluding but not limited to the right to seek disgorgement or exercise any of their contractual
or legal remedies,

Yours very truly,

Thoraton Grouzt Finnigan LI

D.J, Mitler
DIM/gk

cer———-Androw Tenzer Paul Hastings ELP-—

Jonathan Miller, CDG Growp, LLC
Les Vowell, BBC Capltal Markets

ec: Jeffrey Rose, Wilmington Trust Company — First Lien Agent

Paul Shalhoub, Wilkie Farr & Gallogher LLP
Kevin Zych, Benwett Jones LLP

g et
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NELSON EDUCATION LTD.
MEETING OF THE BOARD OF DIRECTORS
March 20, 2014

MINUTES

A meeling of the Board of Directors of Nelson Education Ltd. (the “Company™)
was duly called and scheduled for Thursday, March 20, 2014, at 1:00 p.nm. via
teleconference pursuant to a notice sent 1o all Directors, The following Directors were on
the conference call, constituting a guorum:

Ronald Dunn (via teleconference)
Greg Nordal (via teleconference)
Christian Stahl (via teleconference)
Paul Renaud (via teleconference)

John Bell (via teleconference)

Stephen Aubert, VP Finance and Controller. of the Company, attended the
meeting (via teleconference) by invitation of the Board and acted as Sccretary of the
meeting. Tripp Lane of Apax Dartners élso atlended the meeting (via teleconference) by
invitation of the Board. Company adviéors, Dean Mullet and Adam Zalev of Alvarez &
Marsal Canada Securities ULC, attended the meeting (via teleconference) by special
invitation of the Board. The Company’s legal counsel, Goodmans LTLP, was represented

in the meeting by Rob Chadwick (via teleconference).,

A package of relevant information wag sent to the Dircctors in advance of the
meeting. For purposes of these minules, references to the Company’s business operations
are intended to include the operations of Nelson Education Ltd. as conducied by the

direct and indirect subsidiaries of the Company.



At 1:05 pm,, the meeting was called to order by the Chairman.

Refinancing Update — Discussion on proposal from First Lien Ad Hoe Committee

Mr. Mullet provided a detailed review of the First Lien Term sheet ag proposed by
the First Lien Ad Hoc Conunittee. He also provided an update on the various positions
within the Ad Hoc Committee and provided insight into the First Lien Ad Hoe

Commitiee’s view with respect to the draft proposal.

Redacted for privilege

After considering all of the information provided by the Company’s advisors and
Management, the Board directed the Company’s advisors to consider the key discussion
points and to work to examine alternate proposals which take into account the operating

and financial circumstances of the Company.

Third Quarter, Second Lien intorest payment

Mr. Mullet discussed the options available to the Company with respect to the
third quarter, second lien interest payment. There were three options available to the
company: 1) pay the full interest due, 2) pay none of the interest due, and 3) pay no
interest on the due date, but seck an extension of the cure pericd. The Board directed the
advisors to discuss the options available to the Company with RBC as agent of the

second lien and to provide the Board a report on those discussions.



Cengage Debt Redemption

The Company’s advisors provided the Board with an overview of the Company’s
options with respeet to the 10.5% Senior Notes of Cengage Leamning Acquisitions
("Cengage Notes”) which the Company has held since November 2011, Holders of the
noteg could either recover approximately 25% of the note’s value under the terms of
Cengage’s Plan to emerge from Chapter 11 bankruptey, or sell the notes at approximately
33.5% of'the notes value at March 18,2014, Management requested authority to
monetize its position in the notes after advising the First Lien Steering Committee in
prder to increase the nveral] iiqﬁidity of the Company. The Board discussed the use of
the proceeds and confirmed to use the proceeds from the sale to pay down the First Lien

Debit,

M. Bell proposed a motion to authorize management to monetize the Cengage
Notes and use the proceeds to pay the first lien debt. The motion was seconded by Mr,

Dunn and the Board unanimously approved the motion.

RESOLVED: Thal management has approval and authority to sell the
Company’s investment in Cengage Notes and to use the proceeds to pay First
Lien Debt,

Fiscal Year End Change to March 31, 2014

Management discussed Cengage's confirmed Year-End change from June 30,
2014 to March 31, 2014 ag part of Cengage's exit from Chapter 11 bankruptey protection.
Nelson Management had previously discussed with Cengage Management the various

risks and benefits relating to changing year end to March 31, 2014 (as opposed to waiting



until March 31, 2015) and shared those risk and benetfits with the Board. The main

benefits of coordinating the change in fiscal year end with Cengage include:

+  Saving the company a significant amount of money by raking advantage of the

~

economnies of scale afforded by Cengage in a project of this magaitude;

» A significant reduction in the potential technical risks of making the transition to

a new year end; and

»  March 31stis s better year end given the natural cyeles of the business

The Board directed management to discuss the issue with the Company’s tax
advisors to determine if there were any negative tax consequences of the change in year
end and to discuss with the Company’s Auditors if an audit could be completed given the

short time Hnes,

Key Emplovment Retention Plans

A Resolution of the Directors (attached as Appendix A) confirming the Company
to make the Payment referred to in the resolution and to perform its obligations under
each of the Retention Agreements was approved by all Directors except Mr. Nordal who
abstained from voting on the resolution. The Board, excluding Mr. Nordal, had discussed
‘the retention plans in the months previous to the March 20th meeling and had authorized

Goodmans to prepare and complete the appropriate documentation,

Mr. Bell supgested that Management consider offering cortain key employees {in
addition to the Executive employees referred to in the aforementioned resolution) a
similar retention plan. Management agreed that it would consider Mr, Bell's suggestion

and wonld return to the Board with appropriate recommendations.



Adjournment of Meeting

The Board determined that there was no further business to conduct, and resolved
as follows:
At approximately 2:30 p.m.,, it was unanimously RESOLVED: To adjourn.

Adjourned accordingly.

A frue re/x
‘“/\TI“ES j

. Stephen /\nbert

Vice President Finance and Controller

6319614



RESOLYTIONS OF THE DIRECTORS
or

NELSON EDUCATION LTD.
(the “Corporation™)

RECITALS:

A. Grep Nordal, Michael Andrews, Chris Besse, James Reeve and Susan (line (the
“Executives™) arc executives of the Corporation.

B. Tt is in the best interests of the Corporation o enswre that each of the Executives
continues (o provide services o the Corporation.

C, The Corporation has enlered inte a retention agreement with each of the Execntives (the
“Retention Agreements™) providing that each of the Executives shall continue to provide
services to the Corporation until at least December 31, 2014 in consideration of an
aggregale payment (0 the Executives of C81,311,563 (the “Payment™).

NOW THEREFORE BE IT RESOLVYED THAT:

Hetention Agreements

1. Bach of the Retention Agreements is hereby and ratified and confinued and the entering
into, exectition and delivery of each of the Retention Agreements by the Corporation is
hereby ratified and confirmed.

2. Subject to and in accordance with the terms of each of the Retention Agreements, the
Corporation is hereby anthorized 1o make the Payment and io performm all of iis
obligations under each of the Relention Agreements,

General

3. The execotion and delivery of the Retention Agreements by any one officer or any one
director of the Corporation (each, an “Authorized Officer™) on behalf of the Corporation
is hereby ratified and confirmed.

4, The Corporation is hereby authorized to take all such further actions and to execute and
deliver all agreements, instruments, elections and documents relating o, contemplated by,
necessary and/or desivable in connection with the Retention Agreements {collectively,
with the Retention Agreements, the “Documents”) in the name and on behalf of the
Corpovation and under its corporate seal or otherwise.

Each Authorized Officer is hereby authorized and directed to take all such further actions,
to execute and deliver such further agreements, instruments, elections and docwmnents in
APPENINX A - Resolutions of Netson Edacation Lid

A



6309210

_2.

wriling and to do all such other acts and things as in his or her opinion may be necessary
and/or desirable in the name and on behalf of the Corporation and under its corporate seal
or otherwise to give effect to the foregoing resolutions, which opinion shall be
covclusively evidenced by the taking of such further actions, the execution and delivery
of such further agreements, instruments and documents and the doing of such other acts
and things.
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Court File No.: CV15-10961-CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
IN THE MATTER OF THE COMPANIES® CREDITORS
ARRANGEMENT ACT, R.S.C. [985, ¢c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE
OR ARRANGEMENT OF NELSON EDUCATION LTD.
AND NELSON EDUCATION HOLDINGS L'TD.

Applicants

NOTICE OF EXAMINATION

TO: .‘ Greg Nordal, CEO of Nelson Education Limited

clo Zobert Chadwick and Jessica Kimmel
Goodmans LLLP
333 Bay Swreet, Suite 3400
Toronto, ON M3H 287

Email: rechadwick@goodimang.ca and jkimmel@goodmans.ca

YOU ARE REQUIRED TO ATTEND, on Tucsday, the 4 day of August, 2015 at
10:00 a.m. at the office of Arbitration Place, Bay Adelaide Centre, 900-333 Bay Strect, Toronto,
Ontario, MSH 214 for:

[ X1 Cross-examination on your affidavits sworn May 11, 2015 and July 22, 2015

YOU ARE REQUIRED TO BRING WITH YOU and produce at the examination the
documents and things (capitalized terms not defined herein shall have the meaning ascribed to
them in the Applicants” Notice of Motion dated May 15, 2015 and Royal Bank of Canada’s
Notice of Motion dated July 13, 2015 both returnable on August 13, 2015):



2

—counsel-and-financial-advisors) regarding the negotiation—and-execution of the support

b2

All board minutes (including subcommittee minutes) where the payment or hon-payment
of fees and/or interest to the Second Lien Lenders and the negotiation and execution of
the Support Agreement was considered including all minutes to the board meetings

referenced in Mr. Nordal’s answers to written questions dated May 25, 2015; and

All correspondence in any form (including emails) between Nelson Education and the

First Lien Lenders (including among Nelson Fducation’s and the First Lien Lenders’
. 2 g

agreement or the payment or non-payment of any amounts owing fo the Second Lien

Lenders from February, 2014 (o the date of the CCAA filing.

Any information, communications, financial projections. business plans and updates that
have been provided to Peritage Canada in writing from the Company, including its

counsel or financial advisors, from March, 2014 to May 12, 2015;

Pitch matcrials prepared by A&M and Houlihan in connection with the investment

banker sclection process;
Any demand for payment or notice of intention to enforce security issued by the First

Lien Agent on behalf of the First Lien Lenders to the Company after July I, 2014; and

Such further and other documents in your possession, control or power relevant to any

mratter in issue arising in the Applicants Notice of Motion or the RBC Notice of Motion,



July 29, 2015 THORNTON GROUT FINNIGAN LLP
Barristers & Solicitors
Suite 3200, TD West Tower
100 Wellington Street West
P.O. Box 329, Toronto-Dominion Centre
Toronto, ON MSK 1K7

D.J. Miller

Tel:  (416) 304-0559
Fax: (416) 304-1313
Email: dimiller@tgfca

Kyla F. M. Mahar

Tel:  (416) 304-0594
Fax: (416) 304-1313
Email: kmahar@tpfca

Lawyers for Royal Bank of Canada

TO: GOODMANS LLP
Bay Adelaide Centre
333 Bay Street, Suitc 3400
Toronto ON, M5H 287

Robert J. Chadwick

Tel:  (416) 597-4285

Fax: (416) 979-1234

Email: rehadwick@goodmans.ca

Caroline Descours

Tel:  (416) 597-6275

Fax; (416) 979-1234

Email: cdescoursi@goodimans.ca

Sydney Young

Tel:  (416) 849.6965

Fax: (416) 979-1234
Email: syoungf@goodmans.ca

Lawyers for the Applicants



INTHE MATTER OF THE COMPANIES CREDITORS ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF NELSON EDUCATION LTD.
AND NELSON EDUCATION HOLDINGS LTD. {collectively, the “APPLICANTS™)

Court File No.: CV15-10961-C1,

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

Proceedings commenced at Toronto

NOTICE OF EXAMINATION OF
GREG NORDAL

Thornton Grout Finnigan LLP
Barristers & Solicitors

Suite 3200, TD West Tower

100 Wellington Street West

P.O. Box 329, Toronto-Dominion Centre
Toronto, ON M3K 1K7

D.J. Miller ( LSUC# 34393P)
dinuller@tef.ca

Tel: (4163 304-0559

Kyla E. M. Mahar (LSUC# 44182G)
kmaharzitef.ca

Tel:  (416) 3040594

Fax: (4163 304-1313

Lawyvers for Royal Bank of Canada
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NELSON EDUCATION L'TD.
MEETING OF THE BOARD OF DIRECTORS
March 27, 2014
MINUTES

A meeting of the Board of Directors of Nelson Education Ltd. (the *Company™)
was duly called and scheduled for Thursday, March 27, 2014, at 9:30 am. via
teleconference pursuant to a notice sent to all Directors. The follawing Directors were on
the conference call, constituling a quorum:

Ronald Dunn (via teleconference)
Greg Nordal (via teleconference)
Christiun Stahl (via teleconference)
Paul Renaud (via teleconference)

John Bell (via teleconference)

Stephen Aubert, VP Finance and Controller of the Company, atended the
meeting (via teleconference) by invitation of the Board and acied as Secretary of the
meeting. Michael Andrews, CFO and Senior VP Finance of the Company also attended
the meeting (via teleconferenice) by invitation of the Board. Company advisars, Dean
Mullet and Adam Zalev of Alvarez & Marsal Canada Securities ULC, attended the
meeting (via teleconference} by special invitation of the Board. The Company’s legal
counsel, Goodmans LLP, wasg represented in the meeling by Rob Chadwick and Caroline
Descours (both via teleconference).

A package of relevant information was sent 10 the Dircetors in advance of the

meeting, For purpeses of these minues, references to the Company’s business aperations



are intended to include the operations of Nelson Education Ltd. us conducted by the

direct and indirect subsidiaries of the Company.

At 9:30 am,, the meeting was called to order by the Chairman. Given cerlain
time restrictions for some of the meeting attendees, it was suggested and agreed that the

agenda as circulated be realighed 1o accommodate the time restrictions,

Lien 2, Ounrier End Inferest Pavment

Mr: Mullet provided an update on the latest conversations held with RBC as agent

of the Second Lien Lenders.

Redacted for privilege

Mr, Mullet had provided RBC with notice on behalf of the Company
directing RBC not to take the interest payment that would be due under the second lien
credit agreement on March 31" from the Company’s bank account on March 31¥,

Redacted for privilege

The advisors and the Board discussed the implications of the options presented
and the Board agreed that the Company would not pay the second len interest due on
March 31% and would continue discussions with the second lien agent during the cure
period under the second lien credit agreement. Goodmans was directed to drafi a letter
addresse(} to RBC as agent of the Second Lien Lenders on behalf of the Company, to be

signed by an appropriate Company signatory. and send it to RBC as formal direction that



RBC is to not take from the Company’s bank account the interest payment duc March

319 until futther written direction from the Company.

Status of Quarter ind Debt Covenant

Mr. Nordal provided an update on the debt covenant status, Since the previous
Board meeting, the Canadian Dollar had strengthened relative to the US Dollar which
signiﬁcantly imptoved the likelihood of maintaining compliance with the Company’s
SenigrSecured ch‘cragé ratio for the twelve months ending March 31, 2014, M, Nordal
discussed a potential cost cutting initiative which would remove approximately $1.5M in

costs and would improve EBITDA by approximately $1.5M.

In addition to the abave noted cost cutting initiative, which would be favourable
to the Company’s goal to stay within the Second Quarter Debt Covenant, Management
used the cash proceeds from the sale of the Cengage Learning 10.5% noles to pay down
the first lien debt, in accordance with a resolution from the Directors undertaken at the
previous Board meeting. At 33.5% of face value, the sale of the Cengage notes provided
approximately $US5.7M in cash to be applied to the first lien debt pay down. While the
fluctuating Canadian Dollar (relative to the US Dollar) presented a slight risk to
compliance with the Senior Secured Leverage Ratio for 1hé twelve mqnth period ending
March 31, 2014, as ra result of the cost cutting initiative and the debt pay down,

Management expected (o be in compliance with the covenant,
At approximately 10:10 a.m., Mr. Renaud excused himself from the meeting.

Revised Dyaft First Lien Term Sheet




Redacted for privilege

At approximately 10:30 am., Mr. Chadwick excused himself {rom the meeting,

Adiouromént of Meeting

The Board determined that there was no further business to conduct, and resolvad

as follows:

At approximately 10:40 a.m., it was unanimously RESOLVED: To adjourn,

Adjourned accordingly.
A tmcﬁé?:\n{d.
ATTEST: \ ;

5 : 1
StepherrAdfibert

Vice President Finance and Centroller






NELSON EDUCATION LTD.
MEETIN G OF THE BOARD OF DIRECTORS
March 27, 2014
MINUTES

A meeting of the Board of Directors of Nelson Education Ltd. (Thé “Company™)
was duly called and scheduled for Thursday, March 27, 2014, at 9:30 am. via

teleconference pursuant to a notice sent to all Directors. The following Directors were on

the coitference call, constituting a quortm:

Ronald Dunn (via teleconference)

* " Grog Nordal (vid telecorifefence)
Christian Stahl (via teleconference)
Paul Repand (via teleconference)
John Bell k(via“t;a_leconference)

Stephen Aubert, VP Finance and Controller of the Compaﬁy, attandéd tﬁe
meeting (via teleconference) by invitation of the Board apd acted as Secretary of the
meeting, Michael Andrews, CFO and Senior VP Finance of the Company also attended
the meeting (via teleconference) by invitation of the Board. Company advisors, Dean
Mullet and Adam Zalev of Alvarez & Marsal Canada Secutities ULC, attandé(i the
meeting (via teleconference) by special invitation of the Board. The Company’s legal

counsel, Goodmans LLP, was represented in the meeting by Rob Chadwick and Caroline
Descours (both via teleconfetence).
A package of relevant information was sent to the Directors in advance of the

meeting. For purposes of these minutes, references to the Company’s business operations



are intended to include the operations of Nelson Education Lid. as conducted by the
direct and indirect subsidiaries of the Company.

At 9:30 a.m., the meeting was called to order by the Chairman. Given certain
time restrictions for some of the meeting attendees, it was suggested and agreed that the

agenda as circulated be realigned to accommodate the time restrictions.

Lien 2. Quarter End Interest Payment

Mr. Mullet provided an update on the latest conversations held with RBC as agent o

of the Second Lien Lenders. Nelson’s advisors have initiated discussions with RBC with

X "

31% interest payment under the second lien credit agreement to allow more time to
advance discussions with the First Lien Ad Hoc Committee in connection with the first
lien)cmciit agreement and discussions with RBC in COHI}ECﬁO}]:;’Wiﬂlgﬂ}S second lien credit
agreement. Mr. Mullet had provided RBC with notice on behalf of the Company
directing RBC not to take the interest payment that would be due under the second lien
credit agreement on March 31 from the Company’s bank account on March 31%.
Formal feedback had not yet been received from RBC on the proposal to extend the cure
period.

The advisors and the Board discussed the implications of the options presented
and the Board agreed that the Company would not pay the second lien interest due on
March 31% and would continue discussions witﬁ the second lien agent during the cure
period under the second lien credit agreement. Goodmans was directed to draft a letter
addressed to RBC as égent of the Second Lien Lenders on behalf of the Company, to be

signed by an appropriate Company signatory, and send it to RBC as formal direction that




RBC is to not take from the Company’s bank account the interest payment duc March

31% until further written direction from the Company.

Status of Quarter End Debt Covenant

Mr. Nordal provided an update on the debt covenant status. Since the previous
Board meeting, the Canadian Dollar had strengthened relative to the US Dollar which
significantly improved the likelihood of maintaining compliance with the Company’s

Senior Secured Leverage ratio for the twelve months ending March 31, 2014. Mr. Nordal

In addition to the above noted cost cutting initiative, which would be favourable

to the Company’s goal fo stay within the Second Quarter Debt Covenant, Management
used the casli proceeds from the sale of the Cengage Learning 10.5% notes to pay down
the first Hen debt, in accordance with a resolution from the Directors undertaken at the
previous Board meeting. At 33.5% of face value, the sale of the Cengage notes provided
approximately $US5.7M in cash to be applied to the first lien debt pay down. While the
fluctuating Canadian Dollar (relative to the US Dollar) presented a slight risk to
compliance with the Senior Secured Leverage Ratio for the twelve _month period ending
March 31, 2014, as a result 01; the cost cutting initiative and the debt pay down,

Management expected to be in compliance with the covenant.

At approximately 10:10 a.m., Mr. Renaud excused himself from the meeting,

Revised Draft First Lien Term Sheet




Redacted for privilege

At approximately 10:30 am., Mr. Chadwick excused himself from the meeting.

Adjournment of Mectling

The Board determined that there was no further business to conduct, and resolved

aa folloamg:
el Vol 8 Taknt: L ON———

At approximately 10:40 aim; it-was unanimously RESOLVED: To.adjonrn. .

Adjourned accordingly.
e A truefodsrd

- g
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Vice President Finance and Controller
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NELSON EDUCATION LTD,
MEETING OF THE BOARD OF DIRECTORS
April 7,2014
MINUTES

A meeting of the Board of Directors of Nelson Education Ltd. (the “Company™)
was duly called and scheduled for Monday, April 7, 2014, at 7:00 a.n. via teleconference
pursuant to a notice sent to all Directors. The following Directors were on the conference
call, constituting a guorum:

Ronald Dunn (via teleconference)
Greg Nordal (via teleconference)
Christian Stahl (via teleconference)
Paul Renaud (via teleconference)

John Bell (via teleconference)

Stephen Aubert, VP Finance and Controller of the Company, atlended the
meeting (via teleconference) by invitation of the Board and acted as Sccretary of the
mecting, Michael Andrews, CFO and Senjor VP Finance of the Company also attended
the meeting (via teleconference) by invitation of the Board. Company advisor Dean
Mullet of Alvarcz & Marsal Canada Securities ULC, attended the meeting (via
teleconference) by special invitation of the Board. The Company’s legal counsel,
Goodmans LLP, was represented in the meeting by Rob Chadwick and Caroline

Descours (both via teleconference),

A package of relevant information was sent to the Directors in advance of the

nieeting, For purposes of these minutes, references to the Company's business operations



are intended Lo include the operations of Nelson Education 1ud. as conducted by the

dircet and indivect subsidiaries of the Company.
A1 7:05 a.m., the meeting was called to order by the Chairman,

Second Lien Ouarterly Interest Paviment

Mr. Mullet provided an update on the Jatest conversations held with RBC (as
agent of the Second Lien Lenders) relating to an extension of the cure period for the

interest paynent due on March 31* under the Second Lien Credit Agreement by 30 days.

Redacted for privilege

The Board agreed to give Mr. Nordat discretion to pay a portion of interest
due under the Second Lien Credit Agreement in connection with the extension of the cure

period by 30 days.

Revised Dvaft Term Sheet Discussion

Redacted for privilege

It was concluded that further facts needed to be
gathered and current circumstances reviewed prior (o providing any revised draft term

sheet to the First Lien Steering Committee,

Adjournment of Mecting



The Board determined that there was no further business to conduet, and resolved

as follows:
Al approximately 8:10 aam., it was vnanimously RESOLVED: To adjown.

Adjourned accordingly.

A trucfectyd,

s

Stephen Atibert

Vice President Finance and Controller






NELSON EDUCATION LTD.
MEETING OF THE BOARD OF DIRECTORS
April 7, 2014
MINUTES

A meeting of the Board of Directors of Nelson Education Ltd. (the “Company’)
was duly called and scheduled for Monday, April 7, 2014, at 7:00 a.m. via teleconference

pursuant to a notice sent to all Directors. The following Directors were on the conference

—cally constituting-a-quorum:

Gieg Nordal (viateleconference).

Christian Stahl (via teleconference)

Paul Renaud (via teleconference)
John Bell (via teleconference)

Stephen Aubert, VP Finance and Controller of the Company, attended the
meeting (via teleconference) by invitation of the Board and acted as Secretary of the
meeting, Michael Andrews, CFO and Senior VP Finance of the Comipany also attended
the meeting (via tdCCOIlfelenCc) by invitation of the Board, Company adwsm Dean
Mullet of Alvaxez & Mm sal Canada Securities ULC, attended me meetmg (vna
teleconference) by special invitation of the Board. The Company s legal counsel,
Gdodmaﬁs LLP, was represented in the meeting by Rob Chadwick and Caroline

Descours (both via teleconference).

A package of relevant information was sent to the Directors in advance of the

meeting. For purposes of these minutes, references to the Company’s business operations




are intended to include the operations of Nelson Education Ltd. as conducted by the

direct and indirect subsidiaries of the Company.

At 7:05 a.m., the meeting was called to order by the Chairman.

Second Lien Quarterly Interesi Payment

Mr. Mullet provided an update on the latest conversations held with RBC (as
agent of the Second Lien Lenders) relating to an extension of the cure period for the

interest payment due on March 31% under the Second Lien Credit Agreement by 30 days.

It was expected that an extension of the cure period by the Second Lien Lenders would -

péjfment due. The Board agrcéd to give Mr. Nordal discretion to pay a portion of interest

due under the Second Lien Credit Agreement.in connection with the extension of the cure

period by 30 days.

Revised Draft Term Sheet Discussion

Redacted for privilege

It was concluded that further facts needed to be
gathered and current circumstances reviewed prior to providing any revised draft term

sheet to the First Lien Steering Committee.

Adjournment of Meeting




The Board determined that there was no further business to conduct, and resolved
as follows:

At approximately 8:10 a.m., it was unanimously RESOLVED: To adjourn.

Adjourned accordingly.
A truefecord.

ATTHST:

<

Stephen cabert. - o L il e . ‘ _

President Finiance and Controller
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MEETING OF THE BOARD OF DIRECTORS
June 27, 2014
MINUTES

A meeting of the Board of Directors of Nelson Education Ltd, {the “Company” or
“Nelson”) was duly called and scheduled for TFriday, June 27, 2014, at 7:00 a.m. via
tcleconference pursuant to a notice sent to all Dirvectors. The following Directors were
present, constituting a quorum:

Ronald Dunn (via teleconference)
Greg Nordal (via teleconference)
Christian Stahl (via teleconference)
John Bell (via teleconference)

Paut Renaund (via teleconference)

Stephen Aubert, VP Finance and Controller of the Company, attended the
meeling (via leleconference) by invitation of the Board and acted -as Secrelary of the
meeling. Michael Andrews, CFOt and Senior VP Finance of the Company and Tripp
Lane of Apax Partners also atlended the meeting (via teleconfexence) by invilation of the
Board. Company advisors Dean Mullet and Adam Zalev of Alvarez & Marsal Canada
Securities ULC, attended the meciing (via teleconferenee) by special invitation of the

Board. The Company’s legal counsel, Gooadmans LLP, was represented in the meeting by

Rob Chadwick, Shevaun McGrath and Caroline Descours (via teleconference).

A package of relevant information was sent to the Directors in advance of the

meeling. For purposes of these minutes, references {o the Company’s business operations



are intended o include the operations of Nelson Education Ltd. as conducted by the

dircet and indirect subsidiaries of the Company.
At approximately 7:05 a.n., the meeting was called 1o order by the Chairman,
Other Business

Mr. Dunn proposed starting the meeting with certain resolutions that required the

Board’s approval:

Change in Financial Year End

WHEREAS at a meeting of the board of directors of the Corporation held March
20, 2014 the Board of Direclors discussed changing the financial year end of the
Corporation from June 30 to March 31 and delegated to management of the Corporation
the authority to make such decision;

AND WHEREAS management has determined to change the financial year end
to March 31, commencing with the financial year ending March 31, 2014;

NOW THEREFORE BE IT RESOLVED that the change of the

financial year end of the Corporation from Junc 30 to March 31, commencing
with the financial year ending March 31, 2014 is hereby ratificd and confirmed,

Non-Payment of Interest Under the Sccond Licn Credit Agrecment

WHEREAS the Corporation is in conlinuing discussions with the First
Lien Steering Committee in connection with the first Hien oredit agreement and
discussions with the Second Lien Agent in connection with the second lien credit
agreement;

NOW THEREFORE BE I'T RESOLVED that in light of the continuing
discussions with its lenders, the Corporation is authorized to not make the interest
payment due June 30, 2014 under the second lien credit agreement and to deliver
notice of such non-payment to RBC, as agemt under the sccond len credit
agrecment,



Enmployvee Communication

Given the potential for public disclosure of Nelson’s possible defaults under its
first and second lien credit agreements, Mr, Nordal sought input from the Board
regarding communication fo Nelson employees of the refinancing initiative and the

possible defauits.

Update on Status of Refinancing Discussions

The Company's advisors provided an updale on the meeting with the First Lien
Steeri"x;g Committee and its advisors held the previous day in New York. The purpose of
the meeting was for the Company’s advisors to outline the Company’s revised term sheet
and key factors related to the proposed transaction and to provide the First Lien Steering
Committee and its advisors with an opportunity to respond to the term sheet that had been
proposed by the Company earlier in the week. The meeting with the First Lien Stecring
Committee included all current members of the Steering Commitice, representing

approximatety Redacted for privilege

" During the meeting, the Company®s advisors:

Redacted for privilege



Redacted for privilege

Throughout the meeting, there was active participation by members of the First Lien
Steering Committee attendees. The Company’s advisors focused on four possible viable
alternatives available to the Company (which were outlined in detail during the previous

Board meeting).

After the meeting with the First Lien Steering Committee, the Company’s
advisots received a call from the First Iien Steering Committee’s advisors {Alix Partners
LLP and Willkie Farr & Gallagher LLP) to discuss the term sheet proposed by the
Company, Thi$ call followed an approximately 1.5 hour meeting between the First Lien
Steering Committee and its advisors, The First Lien Stecring C{)mm’ﬂtee’s advisor
indicated that the First Lien Steering Committee was willing to work with the term sheet

as proposed by the Company with specific modifications:



Redacted for privilege

The Board considered all of the information provided by the Company’s advisors and
discussed the specific issues in detail,

The Company’s advisors recommended that the Company respond to the
modifications as outlined above later in the day on terms which would be acceptable to
the Company and the sharcholders. The Board agreed that the advisors should respond to
the First Lien Steering Connmittee with a term sheet addressing certain acceptable
matters.

Redacted for privilege

Mr. Dunn excused himself from the meeting at approximately 8:40 a.m.

March 31, 2014 Audited Financial Statcments Approval




While the draft March 31, 2014 Financial Statements were reviewed and formally
approved during the June 18, 2014 Board of Directors meeting, the changes to the
finaneial staterents since that date were material (specifically the write-off of Goodwill

and Intanpibles were a material adjustment to the financial statements).

My. Béll, Chair of the Audit Committee, proposed that the Financial Statements
be subject to final approval by the Board. Mr. Bell recommended approval of the

Financial Statements. A motion was made 1o approve the Audited Consolidated

Financial Statements of the Company for the Fiscal Nine Month Period ended March 31,

2014,
The motion was seconded and the Beard approved such financial statements,

RESOLVED: that the Audited Consolidated Financial Statements of the Company for
the Nine Month Fisca) Period ended March 31, 2014 are hereby approved,

confirmed and ratfied.

Mr. Bcil'requasted that management circulate a summary of the valvation of the

business used in determining the impaimment of Goodwill and Intangibles.

Employvee Communication

Mr. N;_nﬂak reintroduced the topic of employee communication and the Board
confirmed the importance of communicating to employees about the status of the
refinancing initiative, given that the Company was approaching a default on the
outstanding debt and the pending communications from S&P and Moody’s on Nelson's
debt. 'The Bourd agreed that a business as usual message would be the best approach in

communicating 1o the employees and supported Mr. Nordal's intention to update the



organization accordingly. The employees should also be notified that the Conpany

continues to work toward s consensual agreement with the lenders.

Redacted for privilege

Discussion with Independent Board Members

Al approximately 9 a.m., all meeting participants except for Rob Chadwick,
Michael Andrews, John Bell, Greg Nordal, Dean Mullet and Stephen Aubert were

excused from the remainder of the call.

There were no new issucs addressed with the Independent Board members,

Adjournmment of Meeting

The Board determined that there was no further business to conduect, and resolved

as follows:



At approximately 9:05 a.umn., it was unanimously RESOLVED: To adjourn.

Adjourned accordingly.

Stephez&\ﬂb/e’;t \

Vice President Finance and Controller







NELSON EDUCATION LTD,
MEETING OF THE BOARD OF DIRECTORS
June 27, 2014
MINUTES

A meseting of the Board of Directors of Nelson Education Ltd. (the “Company” or
“Nelson™) was duly called and scheduled for Friday, June 27, 2014, at 7:00 a.m. via

teleconference pursuant to a notice sent to all Directors. The following Directors were

p:esent consututmg a quorom:.

Chusnan Smhl (vxa teleconfolence)

John Bell (Vla teleconferenca) ,

Paul Renaud (via teleconference)

Stephen Aubert, VP Finance and Controller of the Company, attended the
meeting (via teleconference) by invitation of the Board and acted as Secretary of the
meeting. Michael Andrews, CFO and Senior VP Finance of the Company and Tripp
Lcme of Apax Partners also attended the meeting (via teleconfelence) by invitation of the
Board. Company advisors Dean Mullet and Adam Zalev of Alvarez & Mm sal Canada
Securi’ties ULC, attended the meeting (via teleconference) by special invitation of the
Board. The Company’s legal counsel, Goodmans LLP, was represented in the meeting by

Rob Chadwick, Shevann McGrath and Caroline Descours (via teleconference).

A package of relevant information was sent to the Directors in advance of the

meeting, For purposes of these minutes, references to the Company’s business operations



are intended to include the operations of Nelson Education Ltd. as conducted by the

direct and indirect subsidiaries of the Company.

At approximately 7:05 a.m., the meeting was called to order by the Chairman.

Other Business
Mr., Dunn proposed starting the meeting with certain resolutions that required the

Board®s approval;
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CATAINPE A BV LI AL AN 3 Cd X 85803

\VHLRLAS z;tha mcétl;lg of the»}maxci Qfdsrectms Df the (‘orpm .»an hle Mcucﬂ

the authority to make such decision;

"AND WHEREAS management has determined to change the financial year end
to March 31, commencing with the financial year ending March 31, 2014,

NOW THEREFORE BE IT RESOLVED that the change of the
financial year end of the Corporation from June 30 to March 31, commencing
with the financial year ending March 31, 2014 is hereby ratified and confinmed.

Non-Pavment of Inferest Under the Second Lien Credit Agreement

WHEREAS the Corporation is in conlinuing discussions with the First
Lien Steering Committee in connection with the first lien credit agreement and
discussions with the Second Lien Agent in connection with the su,ond lien credit

agreement;

NOW THEREFORE BE IT RESOLVED that in light of the continuing
discussions with its lenders, the Corporation is authorized to not make the mterest
payment due June 30, 2014 under the second lien credit agreement and to deliver
notice of such non-payment to RBC, as agent under the second lien credit

agreement.



Employee C‘ommimiggtion

)

Given the potential for public disclosure of Nelson’s possible defaults.under its
first and. second Hien credit agreements, Mr. Nordal songht input from the Board .
regarding communication to Nelson. employees of the refinancing initiative and the

’

possible deféu!fs. i ’ S

_Update on Status of Refinancing Discussions
_The Company’s advisors provided an update on the meeting with the First Lien v

* Steeting Committee and its advisors held the previous day in N ew York, The purpose of

¢

‘the-mecting was for-the:Compan
and key factors 1elated to the ploposed ‘ﬁ:an;%léti011 and to prowde the F ust Llen Stceung
Commi ttee and Vits advisors with an opportunity to respond to the term sheet that had been
3 proposed by the Company learlier'in the week. The‘ meeting@iih the First Lien Ste‘eﬁrig -
Committee ncluded all current m embers of the Steering C;Jrﬁmittee, representing

approximatel o of the First Lien Lenders, and their advisors, and did not include
During the meeting, the Company’s advisors:
e Focused onwhat was best for the business while taking into account all
stakeholders,

o Advised the First Lien Steering Committee that the Company was . willing to take

‘the appropriate and necessary steps and actions for the good of the business,



s Confirmed th'é Company and its Board continued to advocate for 100%
. ‘consensus armong the lenders, but that imptemehﬁng a transaction by way of a
" CBCA process could be a possible alternative depending on the circumstances, /

+ Emphasized the potential risks related 1o seeking approval from Her“ttage‘
_Canada in the context of non-Canadian ownership, . L

s Emphasized that the current shareholders of-the Company are interested in

doing what is best for the Company and its stakeholders under the current

circumstances, and

-

dvised thatthe Second Lien Agent was not suppol the terin sheet that. -

- Hlé‘d prevxously been proposed bythe FirstLten Steenng(:ommntee »
'LHir?xlghbut the meeting, there was ac'tive participaﬂon by members of the First Lien
' Stccring Committee attendees, The Company’s advisors focused on four possible viable
altez:native‘s available to‘ﬂm Company (which were outlined in detail during the previous
Board meeting).

After the meeting with the First Lien Steering Committee, the Company’s
advisors received a call from the First Lien Steering Committee’s advisors (Alix Partners
LLP and Willkie Farr & Gallagher LLP) to discuss the term sheet proposed by the
Company. This call followed an approximately 1.5 hour meeting between the First Lien
Steering Commiittee and its advisors, The First Lien Steering Committee’s advisor
mdicated that the First Lien Steering Committee was willing to work with the term sheet

as proposed by the Company with specific modifications:



¢ The Cash SWeép mechanism should be based on 75% of annual Excess Cash
Flow;

e AnEventof Default should be triggered if Cengage were to provide a-notice of

non-renewal or If they were to cancel the Operating Agreement;
s The term sheet should include 7% cash Interest and 5% PIK interest;
e An early consent fee of 7% which would be added to the principal of the loan;

» A covenant requiring the First Lien Lenders’ approval of any cost saving‘s plan

..._,and,bu(sin.ess;p!an;, e

ptepared to continue dialogue on transaction structure,
The Board considered all of the information provided by the Company’s advisors and
discussed the specific issues in detail,
The Company’s advisors recommended that the Company respond to the
modifications as outlined above later in the day on terms which would be acceptable to
the Company and the shareholders. The Board agreed that the advisors should respond to

the First Lien Steering Comimittee with a term sheet addressing certain acceptable

matfers. ’ Redacted for privilegé

Mr. Dunn excused himself from the meeting at approximately 8:40 a.m.

March 31, 2014 Audifed Financial Statements Approval

A

e _Preference for\a.,forbearance”agreemént,,rather than.a CBCA tr.ansactton,' but.. .. .



While the draft Maich 31, 2014 Financial S‘(atementsv were reviewed and formally -
approved during the Jupe 18, 2014 Board of Directors meeting, ﬁle changes to the.
financial statements since that date were material (specifically the write-off 6f Goodwill v
and Intanéibles were a material adjustment to the financial statenients).

‘Mz, Bell, Chair of the AuditACommittee} proposed that the Financial Statements
be subject to 'ﬁ.‘nal approval by the Board. Mr. Bell recommended approval of the

Financial Statements. A motion was made to approve the Audited Consolidated .~

Financial Statements of the Company for the Fiscal Nine Mo}_ith Period ended March 31,

2014,

The moﬁon was seconded and the Board approved such financial statements,

RESOLVED: that the Audited Consolidated Financial Statements of the Company for
the Nine Month Fiscal Period ended March 31, 2014 are hereby approved,

confirmed and ratified.

. M. Bell requested that management circulate a summary of the valuation of the

business used in determining the impairment of Goodwill and Intangibles.

Tmplovee Communication

M. Nordal reintroduced the topic of employee communication and the Board
confirmed the importance of communicating to employees about the status of the
refinancing initiative, given that the Company was approaching a default on the
outstanding debt and the pending communications from S&P and Moody’s on Nelson’s
debt. The Board agrecd that a business as usual message would be the best approach in

communicating to the employees and supported Mr, Nordal's intention to update the



organization accordingly, The employees should also be notified that the Company

continues to work toward a consensual agreement with the lenders.

Redacted for privilege

Discussion with Independent Board Members

At approximately 9 a.m., all meeting patticipants except for Rob Chadwick,
Michael Andrews, John Bell, Greg Notrdal, Dean Mullet and Stephen Aubert were -

excused from the remainder of the eall.

There were no new issues addressed with the Independent Board members.

Adjournment of Meeting

The Board determined that there was no {urther business to conduct, and resolved

as follows:



At approximately 9:05 a.m., it was unanimously RESOLVED: To adjourn.

Adjourned accordingly. -
A true recerd, o

ATTEST:

7
Siap]:xen\AﬂBéﬁ \

Vice President Finance and Controller
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NELSON EDUCATION LTD. ASAP gzg?g:j;ér;{j}g?
MEETING OF THE BOARD OF DIRECTORS
August 5, 2014
MINUTES

ING SERVICE

LS NG,

A meeting of the Board of Directors of Nelson Education Lid. (the “Company™ ot
“Nelson™) was duly called and scheduled for Tuesday, Angust 5, 2014, at 8:30 a.m. via
teleconference pursuant to a notice sent 1o all Directors. The following Directors were
present, constitating a quorum:

Ronald Dunn (via teleconference)
Greg Nordal (via teleconference)
John Bell (via teleconference)

Paul Renaud (via teleconference)

Stephen Aubert, VP Finance and Controller of the Company, awended the
mecting (via teleconference) by invitation of the Board and acted as Secretary of the
meeting, Michael Andrews, CFO and Senior VP Finance of the Company and Tripp
Lane of Apax Partners also attended the meeting (via teleconference) by invitation of the
Board. Company advisors Dean Mullet and Adam Zalev of Alvarez & Marsal Canada
Securities ULC (A&M), attended the meeting (via teleconference) by special invitation of
the Board. The Company’s legal counsel, Goodmans LLP, was represented in the

meeting by Rob Chadwick (via teleconference).

A package of relevant information was sent to the Directors in advance of the
meeting. For purposes of these minutes, references to the Company’s business operations
are intended to include the operations of Nelson Education Lid. as conducted by the

direct and indirect subsidiaries of the Compuny.



At approximately 8:30 a.m., the meeting was called to order by the Chairman.

Update with advisers resarding the Company refinancing initiatives and Discussion

of revised First Lien Term Sheet

The Company’s advisors provided an update on discussions held with the First
Lien Steering Committee which have taken place since the previous Board of Director’s
meeting. The First Lien Steering Committee is advancing a debt to equity conversion

transaction, The Company's advisors have reviewed a number ol matters to be addressed

by the First Lien Steering Comunittee in contemplation of a debt to equity conversion,
The ¥irst Lien Steering Commiitee’s advisors had requested a revised term sheet
reflecting the Company’s comments and a sales process timeline, Rob Chadwick
confirmed that a revised term sheel, drafl sales process, and a transaction timeline were
provided to counsel to the First Lien Steering Committee on Sunday, August 3, 2014,
subject to further review and comments of the Board and Management, The Company’s
primary goal continues to be to maintain stability and value for the Company and to reach

a consensual agreement with all lenders,

The Second Lien Agent’s advisors have had discugsions with the First Lisn

Steering Committee’s advisors and addressed various options

Redacted for privilege

The revised {erm sheet being proposed hy the Company outlines the steps
invoived in a potential Sales and Investraent Solicitation Process. The Company's

advisors were directed by the Bouard to continue fo advance discussions with the advisors



to the First Lien Steering Committee und the Second Lien Agent with the aim of

achieving & consensual agreement,

Atapproximately 9:20 a.m., the representative of Apax Partners (Mr. Lane)

excused himself from the remainder of the conference call,

The Directors discussed whether it was appropriate for Mr. Stahl to continue as a
Nelson Education Ltd, Board member in light of the potential fulure acquisition of the
Company by Cengage Leaming (given that Mr. Stahl is a Board member of Cengage

Learning). .
i &) Redacted for privilege

The
Boatd also discussed continuing operations while in default and the implications on the

Operating Agreernent with Cengage Learning,

At approximately 9:30 a.m., the representatives of A&M (Mr. Mullet and Mr.

Zalev) excused themselves from the remainder of the conference call.

Mr. Renaud raised the issue of engaging an advisor for the potential sales and
investiment solicitation process. The Board requested that Goodmans investigate and

advance matters related to potential advisory firms and report back 1o the Board.

The Board discussed the advisory fees which have been paid to the advisors 1o the
First Lien Steering Committee and to the Second Lien Agent and addressed CDG
(Second Lien Agent’s financial advisor) specifically. All agreed that without further
progress, a reduction in fees paid to CNG would likely be imposed and delegated

authority to Management to manage the CDG advisory fees.

Adjournment of Mecting




The Board determined that there was no further business to conduct, and resolved
as foilows:
At approximately 9:55 a,m., it was unantmously RESOLVED: To adjourn,

Adjourned sceordingly,

A true regox'(i.
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Stephen Aubert

Vice President Finance and Controller






* NELSON EDUCATION LTD.
MEETING OF THE BOARD OF DIRECTORS
_ August5,2014
MINUTES

A meocting of the Board of Directors of Nelson Education Ltd. (the "“Cmnpauy” or
“Nelson”) was duly called and scheduled for Tuesday, August 5, 2014, at 8:30 a.m. via

teleconference pursuant to a notice sent to all Directors. The following Directors were

present, constituting a quorun:

A RénﬂdDunn(vmtcleoonfcxefnce) ‘

John Bell (via teleconference)
Paul Renaud (via teleconference)

Stephen Aubert, VP Finance and Controller of the Company, attended the
meeting (via teleconference) by invitation of the Board and acted as Secretary of the
meeting, Michael Andrews, CFO and Seniot VP Finance of the Company and Tripp
Lane of Apax Partners also attended the mecting (via teleconference) by invitzﬁion oi; ﬁw
Board. Company advisors Dean Mullet and Adam Zalev of Alvarez & Marsal Canada
Securities ULC (A&M), attended the meeting (via teleconference) by special invitation of
the Board. The Company’s legal counsel, Goodmans LLP, was represented in the

meeting by Rob Chadwick (via teleconference).

A package of relevant information was sent to the Directors in advance of the
meeting, For purposes of these minutes, refercnces to the Company’s business operations
are intended to include the operations of Nelson Education Ltd. as conducted by the

direct and indirect subsidiaries of the Company.



At approximately 8:30 a.m., the meeting was called to order by the Chairman,

Update with advisors regarding the Company refinancing initiatives and Discussion

of revised First Lien Term Sheet

The Company’s advisors provided an update on discussions held with the First
Lien Steering Committee which have taken place since the previous Board of Director’s
‘meeting. The First Lien Steering Committee is advancing a debt to equity conversion

transaction. The Company’s advisors have reviewed a number of matters to be addressed

by the First Lien Steering Comumittee in contemplation of a debt to equity conversion.

d term sheet

reflecting the Company’s comments and a sales process timeline. Rob Chadwick
confirmed that a revised term sheet, draft sales process, and a fransaction timeline were
provided to coﬁnsel to the First Lien Steering Committee on Sunday, August 3, 2014,
subject to further review and comments of the Board and Management. The Company’s
primary goal continues to be to maintain stability and value for the Company and to reach

a consensual agreement with all lenders.

The Second Lien Agent’s advisots have had discussions with the First Lien
Steering Committee’s advisors and addressed various options whereby the Second Lien
Lenders would receive some value from a potential transaction. The First Lien Steering

Committee and Second Lien Agent have not yet reached agreement.

The revised term sheet being proposed by the Compauy outlines the steps
involved in a potential Sales and Investment Solicitation Process. The Company’s

advisors were directed by the Board to continue to advance discussions with the advisors




to the First Lien Steering Committee and the Second Lien Agent with the aim of

achieving a consensual agreement,

At approximately 9:20 a.m., the representative of Apax Partners (Mr. Lane)”

excused himgelf frora the remainder of the conference call,

‘The Directors discussed whether it was appropriate for Mr, Stahl to continue as a
Nelson Education Ltd. Board member in light of the potential future acquisition of the
Company by Cengage Learning (given that Mr. Stalil is 2 Board member of Cengage

Learning), The Board discussed timelines with respect to discussions with Cengage as

P

ction, The .

" Board also discussed conﬁﬁuing opéraﬁéﬁé while in default and the iﬁipliéatiohé on the
Operating Agreement with Cengage Learning,

At approximately 9:30 a.m.,, the 1'epresentativés of A&M (Mr. Mullet and Mt.
Zalév) excused themselves from the remainder of the conference call.

Mr. Renaud raised the issue of engaging an advisor for the potential sales and
investment solicitation process. The Board requested that Goodmans investigate and
advance matters related to potential advisory firms and report back to the Board,

The Board discussed the advisory fees which have been paid to the advisors to the
First Lien Steering Conumittee and to the Second Lien Agent and addressed CDG
(Second Lien Agent’s financial advisor) specifically. All agreed that without further
progress, a reduction in fees paid to CDG would likely be imposed and delegated

anthority to Management to manage the CDG advisory fees.

Adjournment of Mecting



" The Board determined that there was no further business to conduct, and resolved
as follows:

At apﬁr-oximatcly 9:55 a.am., it was unanimously RESOLVED: To adjown.

Adjourned accordingly.
A frue 'r'ecord.

Stephen Aubert

Viee President Finance and Controller
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as First Lien Agent,
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CORTLAND CAPITAL MARKET SERVICES LLC,

as Supplemental Administrative Agent
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This SUPPLEMENTAL ADMINISTRATIVE AGENT AGREEMENT (this
“Agrecment™), is entered into as of May [ ], 2015, by and between WILMINGTON TRUST,
NATIONAL ASSOCIATION, as Administrative Agent and Collateral Agent {in such capacities,
the “First Lien Agent™) for the Secured Parties (as defined in the Credit Agreement referred to
below), and CORTLAND CAPITAL MARKET SERVICES LLC, as sub-agent and
supplemental administrative agent under this Agreement and such Credit Agreement (“Cortland”
or the “Supplemental Administrative Agent™) for the Secured Parties.

PRELIMINARY STATEMENTS

" Nelson Education Ltd., a corporation incorporated under the laws of Canada (the
“Borrower™), has entered into that certain (a) Credit Agreement, dated as of July 3, 2007 (as it
may be amended, supplemented or otherwise modified from time to time, the “Credit
Agreement”™), with Nelson Education Holdings L. (“Holdings™), the First Lien Agent, and the
lenders from time to time party thereto (the “Lenders™), and (b) Support Agreement, dated as of

September 10, 2014 (as it may be amended, supplemented or otherwise modified from time to
time), with Holdings, the First Lien Agent and certain Lenders party thereto. Capitalized terms
used herein but not defined herein shall have the meanings ascribed to such terms in the Credit
Agreement.

Pursuant to the Support Agreement, the Lenders are preparing to credit bid all of
the debt owing to them under the Credit Agreement to effectuate transactions that ultimately will
involve the receipt by the Lenders of (a) common shares of a new holding company (“Newco™)
to be incorporated under the laws of a province of Canada that will own all of the shares of a
newly-incorporated operating subsidiary (“Qpeo™), which will acquire certain business assets
(and assume certain liabilities) of Nelson and (b) the term foans issued by Opco (such
transactions, together with all the actions to be taken in connection with the implementation of
such transactions, collectively, the “Transaction™).

The First Lien Agent desires to appoint the Supplemental Administrative Agent,
and the Supplemental Administrative Agent has agreed to be so appointed, all in accordance with
Section 9.13 of the Credit Agreement, as the First Lien Agent’s sub-agent and supplemental
administrative agent under the Credit Agreement and the other Loan Documents solely with
respect to implementing the Transaction,

In consideration of the mutual covenants and agreements contained hereln, the
parties hereto covenant and agree as follows:

ARTICLE !
Supplemental Administrative Agent for Transaction

The First Lien Agent hereby appoints Cortland as the First Lien Agent’s sub-
agent and supplemental administrative agent as a Supplemental Administrative Agent under the
Credit Agreement and the other Loan Documents solely with respect to implementing the
Transaction.
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The Supplemental Administrative Agent acknowledges and agrees that it will
serve as Supplemental Administrative Agent for the First Lien Agent under the Credit
Agreement and the other Loan Documents and, as Supplemental Administrative Agent, will be
responsible for the following: (a) taking direction under a direction letter from the Required
Lenders substantially in the form attached hereto as Exhibit A (the “Direction Letter™); (b)
forming Newco and Opco and appointing an employee of the Supplemental Administrative
Agent to act as the initial director of each of Newco and Opco; (¢) causing the initial director to
exceute articles of incorporation and bylaws of each of Newco and Opco; (d) causing the initial
director to act as authorized signatory of each of Newco and Opco, including in connection with
taking steps to open bank accounts, registering for a Business Number, GST/HST account,
payroll account from the Canada Revenue Agency, and any and all other government issued tax
numbers as may be required, open an ADP account, and obtain employee-related and other
registrations; (e) authorizing and subscribing for the issuance of an initial common share of
Newco to the Supplemental Administrative Agent; (f) authorizing the subscription by Newco for,
and the issuance by Opco of, an initial common share of Opco to Newco; (g) causing the initial
director to-approve resolutions on Opco’s behalf authorizing Opco’s entry into an asset purchase
agreementifor the assets and certain liabilities of the Borrower and a payment and settlement
agreement’in respect of the Transaction: (h) approving resolutions on behalf of each of Newco
and Opco appointing directors selected by the Lenders; (i) causing Opco to enter into the asset
purchase agreement and payment and settlement agreement; (j) receiving Opco preferred stock
on behalf of the Lenders; (k) transferring the Opeo preferred stock to Newco in consideration for
additional common shares of Newceo; (1) distributing the common shares of Newco to the
Lenders or their designees pursuant to their pro rata share of the Credit Agreement, with such
percentages to be determined and communicated to the Supplemental Administrative Agent by
the First Lien Agent; (m) causing Newco to contribute the Opco preferred stock to Opco in
exchange for additional common shares of Opco; and (n) conducting transactions and actions
relating or incidental to the foregoing. It is agreed that the obligations of the Supplemental
Administrative Agent and the rights of the First Lien Agent and the other Secured Parties in
connection with this Supplemental Administrative Agent arrangement will be in all respects
subject to the provisions of the Loan Documents. The First Licn Agent’s and the Lenders’ rights
and obligations under the Loan Documents will be unaffected by this Supplemental
Administrative Agent arrangement. '

ARTICLE I
Consent

By its signature below, the Borrower consents to the provisions of this Agreement
and the Supplemental Administrative Agent arrangements provided for herein and agrees that its
obligations under the Loan Documents will in no way be diminished or otherwise affected by
such provisions or arrangements. : '
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ARTICLE HI
Representations, Warranties and Covenants

Each party hereto represents and warrants to the other parties hereto that it is duly
organized, validly existing and in good standing under the laws of the jurisdiction of its
organization and has all requisite power and authority to enter into and perform its obligations
under this Agreement, The First Lien Agent and the Borrower each additionally covenant that it
will deliver to the Supplemental Administrative Agent, prior to the effective date of this
Agreement, its formation documents, duly completed U.S. tax form, and a Certificate of Good
Standing or such other similar documents as the Supplemental Administrative Agent may
reasonably require.

ARTICLE IV

Miscellaneous

SECTION 4.01. Norices. Al notices and other communications provided for
hereunder shall be in writing (including by electronic transmission) and mailed, faxed or
delivered to it (a) if to the Borrower, addressed to it at 1120 Birchmount Road, Toronto, Ontario,
MIK  3G4, Canada, Attention: Greg Nordal, fax no. (#16) 752-8101, email:
greg nordali@nelson.com, (b) with a copy to Goodmans LLP, 333 Bay Street, Suite 3400,
Toronto, Ontario, MSH 287, Canada, Attention: Rob Chadwick, fax ao.: (416) 979-1234, email:
rchadwick{ggoodmans.ca, (¢) if to the First Lien Agent, addressed to it at 50 South Sixth Street,
Suite 1290, Minnecapolis, MN 55402, Aitention: Jeffrey Rose, fax no.: (612) 217-5651, email:
frosciadwilmingtontrust.com, (d) if to the Supplemental Administrative Agent, to - Cortland
Capital Market Services LLC, as Supplemental Administrative Agent, 224 West Washington
Street, 21% Floor, Chicago, 1L 60606, Attn: Legal Department, fax no.: (312) 376-0751, email:
legialicortlandelobal.com, and (e} with a copy to Willkie Farr & Gallagher LLP, 787 Seventh
Avenue, New York, NY 10022, Attention: Paul Shalhoub, fax no.: (212) 728-9764, email:
pshathoubdwillkie.com. All such notices and other communications shall be deemed to be
given or made at such time as shall be set forth in Section 10.02 of the Credit Agreement.

SECTION 4.02. Waivers; Amendment. {a) No failure or delay on the part of any
party hercto in exercising any right or power herecunder shall operate as a waiver thereof, nor
shall any single or partial exercise of any such right or power, or any abandonment or
discontinuance of steps to énforce such a right or power, prechude any other or further exercise
thereof or the exercise of any other right or power. The rights and remedies of the parties hereto
are cumulative and are not exclusive of any rights or remedies that they would otherwise have.
No waiver of any provision of this Agreement or consent to any departure by any party
therefrom shall in any event be effective unless the same shall be permitted by paragraph (b) of
this Section, and then such waiver or consent shall be effective only in the specific instance and
for the purpose for which given. No notice or demand on any party hereto in any case shall
entitle such party to any other or further notice or demand in similar or other circumstances.

) Neither this Agreement nor any provision hereof may be waived, amended
or modified except pursuant to an agreement or agreements in writing entered into by the

-4
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Supplemental Administrative Agent and the First Lien Agent and (to the extent any such waiver,
amendment or modification would increase the obligations of the Borrower hereunder or create
additional obligations) the Borrower with respect to which such waiver, amendment or

modification is to apply.

SECTION 4.03. Compensation. By its signature below, the Borrower agrees to
pay, and the Supplemental Administrative Agent shall be entitled to receive, as compensation for
the Supplemental Administrative Agent’s performance of services and duties hereunder, the fees
as set forth in the Supplemental Administrative Agent’s fee letter, a copy of which is attached
hereto as Exhibit A. Any such fees invoiced to the Borrower shall be due within fifteen (15)
days of the invoice date. The provisions and obhg,atxons of this Section 4.03 shall survive the
termination of this Agreement,

SECTION 4.04. Indemniry. The Supplemental Administrative Agent shall
receive indemnification and shall be exculpated in accordance with the Direction Letter.

SECTION 4.03. Termination/Resignation. The Supplemental Administrative
Agent shall be entitled to terminate this Agreement, and resign hereunder, upon ninety (90) days
prior written notice,

SECTION 4.06. Parties in Interest. This Agreement shall be binding upon and
inure to the benefit of the parties hereto and their respective successors and assigns, as well as
the Secured Parties, all of whom are intended to be bound by, and to be third party beneficiaries
of this Agreemcnt

. SE C’l ION 4.07, ( ounterparts. This Agrecement may be executed in any number
of counterparts, each of which when so executed shall constitute an original but all of which
when taken together shall constitute onc and the same agreement. Delivery of an executed
signature page to this Agrcement by electronic transmission shall be effective as delivery of a
manually signed counterpart of this Agreement,

SECTION 4.08. Governing Law; Jurisdiction; Waiver of a Jury Trial. (a) This
Agreement shall be governed by, and construed in accordance with, the laws of the State of New
York.

(b) ANY LEGAL ACTION OR PROCEEDING ARISING UNDER THIS
AGREEMENT MAY BE BROUGHT IN THE COURTS OF THE STATE OF NEW YORK
SITTING IN NEW YORK CITY OR OF THE UNITED STATES FOR THE SOUTHERN
DISTRICT OF SUCH STATE, AND BY EXECUTION AND DELIVERY OF THIS
AGREEMENT, THE BORROWER, THE FIRST LIEN AGENT AND THE SUPPLEMENTAL
ADMINISTRATIVE AGENT CONSENTS TO THE NON-EXCLUSIVE JURISDICTION OF
THOSE COURTS. THE BORROWER, THE FIRST LIEN AGENT AND THE
SUPPLEMENTAL ADMINISTRATIVE AGENT [RREVOCABLY WAIVES ANY
OBJECTION, INCLUDING ANY OBJECTION TO THE LAYING OF VENUE OR BASED
ON THE GROUNDS OF FORUM NON CONVENIENS, WHICH IT MAY NOW OR
HEREAFTER HAVE TO THE BRINGING OF ANY ACTION OR PROCBEI)TNG IN SUCH
JURISDICTION IN RESPECT OF THIS AGREEMENT.
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(¢) EACH PARTY TO THIS AGREEMENT HEREBY EXPRESSLY WAIVES
ANY RIGHT TO TRIAL BY JURY OF ANY CLAIM, DEMAND, ACTION OR CAUSE OF
ACTION ARISING UNDER THIS AGREEMENT OR IN ANY WAY CONNECTED WITH
OR RELATED OR INCIDENTAL TO THE DEALINGS OF THE PARTIES HERETO OR
ANY OF THEM WITH RESPECT TO THIS AGREEMENT, OR THE TRANSACTIONS
RELATED THERETO, IN EACH CASE WHETHER NOW EXISTING OR HEREAFTER
ARISING, AND WHETHER FOUNDED IN CONTRACT OR TORT OR OTHERWISE; AND
EACH PARTY HEREBY AGREES AND CONSENTS THAT ANY SUCH CLAIM,
DEMAND, ACTION OR CAUSE OF ACTION SHALL BE DECIDED BY COURT TRIAL
WITHOUT A JURY, AND THAT ANY PARTY TO THIS AGREEMENT MAY FILE AN
ORIGINAL COUNTERPART OR A COPY OF THIS SECTION 3.06 WITH ANY COURT AS
WRITTEN EVIDENCE OF THE CONSENT OF THE SIGNATORIES HERETO TO THE
WAIVER OF THEIR RIGHT TO TRIAL BY JURY.

SECTION. 4,09, Severahility. _Any provision of this Agreement held to be

invalid, illegal or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to
the extent of such invalidity, illegality or unenforceability without affecting the validity, legality
and enforceability of the remaining provisions hereof; and the invalidity of a particular provision
in a particular jurisdiction shall not invalidate such provision in any other jurisdiction. The
partics shall endeavor in good-faith negotiations to replace the invalid, illegal or unenforceable
provisions with valid provisions the economic effect of which comes as close as possible to that
of the invalid, illegal or unenforceable provisions.

SECTION 4.10. Headings. Article and Section headings used herein are for
convenience of reference only, are not part of this Agreement and are not to affect the
construction of, or to be taken into consideration in interpreting this Agreement.

[Signature Pages to Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
duly executed and delivered by its officer thereunto duly authorized as of the date first above
written, :

WILMINGTON TRUST, NATIONAL
ASSOCIATION, as First Lien Agent

By:

Authorized Sigrraibry 7

CORTLAND CAPITAL MARKET SERVICES
LLC, as Supplemental Administrative Agent

By:

o

Authorized Signatory
ACKNOWLEDGED AND AGREED TO:

NELSON EI)UCA’I‘ION LTD., as Borrower

By:

Authorized Signing Officer

By:

Authorized Si gning Officer
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Exhibit A
DPirection Letter

See attached.




Execution Version

REQUIRED LENDERS DIRECTION TO CREDIT BID

May [_], 2015
ViA EMAIL

Wilmington Trust, National Association, as Agent
50 South Sixth Street, Suite 1290

Minneapolis, MN 55402

Attention: Jeffrey Rose

-and-
Cortland Capital Market Services LILC, as Supplemental Agent
224 West Washington Street, 21™ Floor

Chicago, 11, 60606
Attention: Legal Deparunent

Re: Direction io Credit Bid First Lien Debt

Ladies and Gentlemen:

Reference is made to (a) the First Lien Credit Agreement, dated as of July 35, 2007 (as
amended, restated, supplemented or otherwise modified from time to time, the “Credit
Agreement”), among Nelson Education Ltd., a corporation incorporated under the laws of
Canada (thc “Borrower™), Nelson Education Holdings Ltd., a corporation incorporated under
the laws of Canada (“Holdings™), each lender from time to time party thereto (the “Lenders”),
and Wilmington Trust, National Association, as administrative agent and as collateral agent (in
such capacities, the “Agent”), and (b) the Collateral Documents (as defined in the Credit
Agreement) executed and delivered by the Borrower and Holdings in connection therewith.
Unless otherwise specified, all capitalized terms used but not defined herein shall have such
meanings as are attributed to such terms in the Credit Agreement. This Direction Letter is
hereinafter referred to as the “Letter.”

- Multiple Events of Default have occurred and are continuing under the Credit
Agreement. Accordingly, the Required Lenders have determined to exercise their rights and
remedies under the Loan Documents by making a credit bid with the Indebtedness outstanding
under the Credit Agreement for certain assets and certain liabilities of the Borrower. The right
to exercise such rights and remedies is vested in the Agent on behalf of the Lenders pursuant to
the Credit Agreement and the Collateral Documents, and pursuant to Article [X of the Credit
Agreement, including under Section 9.13 thereof, the Agent is authorized and empowered to
appoint a sub-agent as a supplemental agent to carry out its responsibilitics, powers and rights
(in such capacity, a “Supplemental Agent’™). The Agent has so determined to appoint Cortland
Capital Market Services LLC as its Supplemental Agent for such purposes, in accordance with
the Supplemental Agent Agreement, dated as of May [ ], 2015 (as amended, restated,
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supptemented or otherwise modified from time to time, the “Supplemental Agent Agreement”™),
between the Agent and the Supplemental Agent and acknowledged and agreed to by the
Borrower.

Each of the undersigned lenders (each a “Dirgcting Lender”) confirms and represents to
the Agent, the Supplemental Agent and each other Directing Lender that it is a Lender under
the Credit Agreement, holding the principal amount of credit exposure set forth below such
Directing Lender's signature to this Letter. The Agent hereby confirms, solely for purposes of
permitting the Directing Lenders to rely on such for purposes of the following representation,
that the Total Qutstandings is $268,753,930.20 as of the date hereof, Based on such
confirmation, the Directing Lenders hereby further confirm and represent to the Agent and the
Supplemental Agent that they together constitute an informal consortium of Lenders and
collectively hold a majority of the Total Outstandings and constitute the Required Lenders. The
undersigned Purchaser, upon the Closing Date (as defined in such Asset Purchase Agreement),

—_hereby confirms and represents that it is receiving substantial benefil_in connection with the

transactions contemplated hereby as it is the entity acquiring the assets subject to the credit bid
directed by the Dirccting Lenders under this Letter, and the Borrower hereby confinms and
represents that it is also receiving substantial benefit in conpection with the transactions
contemplated hereby. The obligations of the Agent and the Supplemental Agent, on behalf of
the Agent, to take Direction (as defined below) in accordance with this Letter is subject to the
Agent having received counterparts of this Letter executed by Directing Lenders constituting
Required Lenders.

Direction

The Directing Lenders hereby authorize, expressly consent and direct (the “Direction™)
the Agent and the Supplemental Agent, on behalf of the Agent, solely in their respective
capacities as Agent and Supplemental Agent for the Lenders, to take the following actions on
behalf of the Lenders as set forth in this Letter:

I To have the Supplemental Agent credit bid any and all of the outstanding and
unpaid principal and interest of all Loans under the Credit Agreement for substantially all of the
assets and cerlain liabilities of the Borrower (collectively, the “Credit Bid Assets™) in
accordance with the provisions of the Asset Purchase Agreement substantially in the form
attached hereto as Exhibit A (as amended and in effect from time to time in accordance with the
terms hereof and thereof, the “Asset Purchase Agreement™), and the Payment and Settlement
Agreement substantially in the form attached hereto as Exhibit B (as amended and in effect
from time to time in accordance with the terms hereof and thereof, the “Seftlement’
Agreement”), together with any modifications to any thereof notified in writing by the Required
Lenders to the Agent and the Supplemental Agent to which the Required Lenders, the
Borrower, and, to the extent it adversely affects any of the rights or obligations of the Agent or
the Supplemental Agent, the Agent and the Supplemental Agent have consented or agreed to in
writing from time to time (the foregoing credit bid, the “Credit Bid™); provided that such Credit
Bid shall be conditional and shalf not be consummated unless and untif the conditions precedent
set forth in the Asset Purchase Agreement have been satisfied or waived in accordance with the
provisions thereof, as certified in writing to the Agent and the Supplemental Agent by the
Required Lenders prior to the Closing Date (the “APA Certification™), with such APA
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Certification being conclusive proof that such conditions precedent have been satisfied or
waived. Bach Directing Lender constituting part of the Required Lenders which delivers at any
fime any APA Certification hereby covenants, represents and- warrants to all of the parties
hereto that any such APA Certification shall be true and corrgct as of the date of delivery of

such APA Certification.

2, To have the Supplemental Agent take all other actions in connection with the
foregoing (whether pursuant to the Asset Purchase Agreement, the Settlement Agreement, any
other agreement, instrument or document executed in connection therewith (collectively, the
“APA Documents”™) or otherwise) that (a) the Supplemental Agent, on behalf of the Agent,
believes in good faith is necessary in furtherance of and not inconsistent with the Credit Bid or
the transactions contemplated by the Asset Purchase Agreement, the Settlement Agreement
and/or any of the other APA Documents and are nol objected to in writing by the Required
Lenders in a timely manner prior to the taking of such action, including a direction to the
Sllpplenlelmtal Agent, on behalf of the Agent, to take any necessary actions in furtherance of
and/or in connection with and/or incidental to the foregoing, or (b) the Required Lenders direct,
in wntmg in a form consistent with this Letter, that the Supplcmmlal Agent, on behalf of the
Agent, take, including, without limitation, all actions set forth in Article 1 of the Supplemental
Agent Agreement; provided, however, that the Supplemental Agent will not be required to take
any such action described in this Paragraph 2 to the extent the Supplemental Agent reasonably
determines that the taking of such action is inconsistent with its rights and responsibilities under
this Letter, the Credit Agreement, the other Loan Documents, the Asset Purchase Agreement,
the Settlement Agreement or any of the other APA Documents or with applicable law or (other
than as to actions expressly directed in Paragraph 1 of this Section) exposes the Supplemental
Agent or the Agent to any liability not indemnified hereunder.

Authority

tiach undersigned Directing Lender hereby severally (and as to itself only) represents
and warrants that (a) as of the date hereof, it is the legal or beneficial holder of the outstanding
principal amount of Loans as of such date identified on its signature page hereto and (b) it has
the authority (and has taken all action necessary to authorize it) to execute this Letter and to
direct the Supplemental Agent, on behalf of the Agent, to take the Direction. Each Directing
Lender agrees that it will not assert that this Direction is not permitted by or violates the Credit
Agreeiment, any other Loan Document, the Asset Purchase Agreement, the Settlement
Agreement, or any other APA Document. The Borrower and, effective upon the Closing Date
(as defined in the Asset Purchase Agreement), the Purchaser cach hereby represents and
warrants that it has the authority (and has taken all action necessary to authorize it) to
acknowledge and agree to this Letter, :

Indemnification: Exculpation; ete, '

1. By signing the acknowledgement and agrecment set forth below, the Borrower
hereby confirms and agrees as to any claims made thereunder in respect of the period up to but
excluding the Closing Date, without in any way limiting the scope of coverage and applicability
of the provisions provided for therein, that the indemnification and exculpdtion provisions
provided by the Borrower in the Credit Agreement, subject to the terms of the Credit
Agreement, (including, without limitation, those contained in Section 10.05 thereof)

-3.
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(collectively, the “Borrower Indemnity™) shall apply, for the express benefit of the Agent and
the Supplemental Agent, to this Direction and any further directions or instructions made to the
Agent and/or the Supplemental Agent by or on behalf of the Directing Lenders or the Required
Lenders pertaining in any respect or in connection with and/or incidental to the Credit Bid and
related actions and transactions in accordance with this Letter (this Direction and all other
directions and instructions in accordance with  this Letter, collectively, the “Credit Bid
Directions™), and all actions taken or not taken by the Agent and the Supplemental Agent in
accordance with the Credit Bid Directions or in connection with the Credit Bid and all
transactions relating thereto (all as if this Letter, the Asset Purchase Agreement, the Settlement
Agreement, and all other APA Documents were “Loan Documents™ thereunder); provided that,
in any event, it is understood and agreed that the Borrowoer Indemnity () shall be treated and
interpreted as a separate and independent obligation, in no way contingent upon or subject to
the scope of coverage, effectiveness, enforceability or existence of the indemnification
obligations of the Lenders under or in connection with the Credit Agreement and (b) shall not

e e sUbjECE 10 anysurety-or-simiar type ol defense. These-indemnity obligations shall-be—

secured by the assets of the Borrower pursuant to the Collateral Documents.

2. By signing the acknowledgement and agreement set forth below, the Purchaser
hereby confirms and agrees that, for any period from and after the Closing Date, the
indemnification and exculpation provisions provided by the Purchaser in the Newco First Lien
Credit Agreement referred to in the Asset Purchase Agreement (including, without limitation,
those contained in Section 10.05 thereof) (the “Purchaser Indemnity’) shall apply, for the
express benefit of the Agent and the Supplemental Agent, to the Credit Agreement, the
Collateral Documents and this Direction and any further directions or instructions made 1o the
Agent and/or the Supplemental Agent by or on behalf of the Directing Lenders or the Required
Lenders pertaining in any respect to the Credit Bid Directions, and all actions taken or not taken
by the Agent and/or the Supplemental Agent in accordance with the Credit Bid Directions or in
connection with the Credit Bid and all transactions relating thereto (all as if this Letter, the
Asset Purchase Agreement, the Settlement Agreement and all other APA Documents were
“Loan Documents” thereunder); provided that, in any cvent, it is understood and agreed that the
Purchaser Indemnity (a) shall be treated and interpreted as a scparate and independent
obligation, in no way contingent upon or subject 1o the scope of coverage, effectiveness,
enforceability or existence of the indemnification obligations of the Lenders under or in
connection with the Credit Agreement and (b) shall not be subject to any surety or similar type
of defense. These indemnity obligations shall be secured by the assets of the Purchaser as a
secured obligation under the Loan Documents (as defined in the Newco First Lien Cn,dlt
Agreement referred to in the Asset Purchase Agreement).

3. The undersigned Directing Lenders and Required Lenders (on behalf of
themselves and all Lenders) ) hereby confirm and agree, without in any way limiting the scope of
coverage and applicability of the provisions provided for therein, that the indemnification and
exculpation provisions in the Credit Agreement (including, without limitation, those contained
in Sections 9.03 and 9.07 thereof) {collectively, the “Continuing Lender Indemnity™), shall
apply to this Direction and any further directions or instructions made to the Agent and/or the
Supplemental Agent by or on behalf of the Directing Lenders or Required Lenders pertaining in
any respect or in connection with or incidental to the Credit Bid Directions, and all actions
taken or not taken by the Agent and/or the Supplemental Agent in accordance with the Credit
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Bid Dircctions or in connection with the Credit Bid and all transactions relating thereto (all as if
this Letter, the Asset Purchase Agreement, the Settlement Agreement and all other APA
Documents were “Loan Documents” thereunder); provided that, in any cvent, it is understood
and agreed that the Continuing Lender Indemnity (a) shall be treated and interpreted as a
separate and independent obligation, in no way contingent upon or subject .to the scope of
coverage, effectiveness, enforceability or existence of the indemnification obligations of the
Borrower or any other Obligor under or in connection with the Cnedn: Agreement and (b) shall
not be subject to any surety or similar type of defense.

4, The Borrower, as to any claims hereunder in respect of the period until the
Closing Date, and the Purchaser, as to claims hereunder in respect of the period from and after
the Closing Date, agree to pay all reasonable and documented out-of-pocket fees and expenses
of the Agent and the Supplemental Agent with respect to the Credit Btd Directions or in
' connu,llon"w:th the Credit Bid and all transactions relating thereto.

Governing Law, Venue

‘This Direction Letter shall be construed in accordance with and governed by the laws of
the State of New York, The Agent, the Supplemental Agent, each Directing Lender (on behalf
of itself and all Lenders), the Borrower and the Purchaser irrevocably and unconditionally
submits to and accepts the exclusive jurisdiction of any New York State court sitting in New
York City or of the United States for the Southern District of New York (or applicable appellate
court) for any action, suit, or proceeding arising out of or based upon this Letter or any matter
relating to it, and waives any objection that it may have to the laying of venue in any such court
or that such court is an inconvenient forum or does not have personal jurisdiction over it,

Waiver of Jurv Trial

! THE AGENT, THE SUPPLEMENTAL AGENT, EACH DIRECTING LENDER (ON
BEHALF OF ITSELF AND ALL LENDERS), THE BORROWER AND THE PURCHASER
HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO THE FULLEST
EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT THAT IT OR THEY MAY
HAVE TO TRIAL BY JURY OF ANY CLAIM OR CAUSE OF ACTION, OR IN ANY
LEGAL PROCEEDING DIRECTLY OR INDIRECTLY BASED UPON OR ARISING OQUT
OF THIS LETTER OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER
BASED ON CONTRACT, TORT OR ANY OTHER THEORY).

Disclaimer

NONE OF THE AGENT, NOR THE SUPPLEMENTAL AGENT, NOR ANY OF
THEIR RESPECTIVE AFFILIATES, EMPLOYEES, OFFICERS, DIRECTORS, AGENTS,
MEMBERS, ADVISORS, ATTORNEYS, OR OTHER REPRESENTATIVES, OR- ANY
OTHER PERSON, IS MAKING ANY RECOMMENDATION OR EXPRESSING ANY
VIEWS AS TO WHETHER THE LENDERS SHOULD APPROVE OF OR AGREE TO THE
TERMS OF THIS LETTER, THE ASSET PURCHASE AGREEMENT, THE SETTLEMENT
AGREEMENT OR ANY OTHER APA DOCUMENT. THE LENDERS ARE URGED TO
CONSULT WITH THEIR OWN FINANCIAL, LEGAL AND OTHER ADVISORS BEFORE
DECIDING WHETHER TO EXECUTE THIS LETTER.
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This Letter shall remain in effect and be binding on the Directing Lenders unless and
until the Agent and the Supplemental Agent receives written notice of revocation from the
Required Lenders prior to the Agent’s or the Supplemental Agent’s taking any of the actions
described above. In the event the Agent or the Supplemental Agent takes any of the actions
described above prior to its receipt of written notice of revocation from the Required Lenders,
this Letter and such directed action shall be irrevocable in all respects. This Letter shall not
become effective unless and until Lenders constituting the Required Lenders have exccuted and
delivered this Letter. Notwithstanding any of the foregoing, the indemnity and exculpation
provisions provideéd in the Letter shall survive any revocation, as well as consummation of the
transactions contemplated by the Credit Bid and/or the Asset Purchase Agreement, and this
Letter shall be binding upon and enforceable against any and all successors and assigns and
may not be amended, modified or waived without the written consent of the Required Lenders,
the Agent and the Supplemental Agent.

Severability

If any provision of this Letter is held invalid or unenforceable by any court of
competent jurisdiction, the other provisions of this Letter will remain in full force and effect.
Any provision of this Letter held invalid or unenforceable only in part or degree will remain in
full force and effect to the extent not held invalid or unenforceable.

Counterparts

This Letter may be executed in any number of counterparts and by facsimile and
electronic mail. Each counterpart shall be deemed to be an original and all such counterparts
shall constitute but one and the same agreement.

Agreement Among Directing Lenders: Transfers

Each Directing Lender hereby acknowledges and agrees that, pursuant to the terms of
the Support Agreement, dated as of September 10, 2014 (as amended, restated, supplemented or
otherwise modified from time to time, the “Support Agreement”), among the Borrower,
Holdings, the Agent, and the Lenders party thereto, it is restricted from making certain
Transters of its Debt and Second Lien Loans (if applicable) (each as defined in the Support
Agreement) until the Support Agreement has been terminated.

Acknowledegment and Acceptance

The Agent, and the Supplemental Agent on its behalf, by signing this Letter in the space
provided hercunder, acknowledges and accepts the Dlroctmn
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IN WITNESS WHEREOF, cach of the undersigned has caused this Letter to be executed
on its behalf by its duly authorized representative as of the date first written above,

Directing Lender: [ ]

Outstanding principal amount of Loans: §

[Signature Page to First Lien Lenders Direction Letter]



ACCEPTED AND AGREED:

WILMINGTON TRUST, NATIONAL ASSOCIATION
as Agent

By:

Authorized Signatory

CORTLAND CAPITAL MARKET SERVICES, LLC,
as Supplemental Agent

By:

Authorized Signatory

NELSON EDUCATION LTD.,
as Borrower

By:

Name:
Title:

'[Signature Page to First Lien Lenders Direction Letter]



INEWCO],
as Purchaser

By:

Name:
Title:

[Signature Page to First Lien Lenders Direction Letter]



EXHIBIT A

Form of Asset Purchase Agreement




May 1, 2015

ASSET PURCHASE AGREEMENT
by and between
NELSON EDUCATION LTD,,
as Seller
—and -
[NEWCO],
as Purchaser

Dated as of [+], 2015
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. ANSWERS TO QUESTIONS TAKEN UNDER ADVISEMENT ON THE CROSS-EXAMINATION
OF GREG NORDAL HELD ON AUGUST 4, 2015

All responses are provided under a reservation of an omnibus objection that the witness had, and has, no
obligation fo provide undertakings or make inquiries on a cross-examination, and without waiver of that

losses that may be generated
as a result of the transaction,
including their value and
what is proposed to be done
with them and who will get
the benefit of them.

objection.
‘ | No [ No. G e = o
1. |UA 19 70 To advise of the value of the | The tax return for Nelson Education for
Company's tax losses, the | its March 31, 2014 taxation year, the
amount. last year for which returns have been
filed, indicates that the amount of its
non-capital losses are approximately
$127.4 million.
To advise what is going to | After the fransaction closes, the
happen to those losses, if | company will not have a business so it
any, after the transaction | wij not be utilizing the losses. No third
closes. party who might have been able to
utilize the losses was willing to acquire
the Company at a price that would have
resulted in repayment of the Company’s
first lien obligations in full or was
otherwise acceptable to the First Lien
Lenders.
2. |UA 20 73 To advise about any ftaX|puced on pro forma estimates, using

assumptions as to the purchase price
and the purchase price allocation in the
transaction, the Company understands
that there may be $80-100 million of
losses  generated from the sale
transaction. The Company understands
that the losses will be eliminated if
Nelson’s debt is compromised and that
these losses have no value to Nelson.
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No.

UT/UA

Page
‘No

Ques.
Na.

Question

Answer

U/A

49 -
51

The responses to questions 158-161 and
165 in the transcript from Greg
Nordal’s cross-examination will only be
provided on the basis that it 1s without
prejudice to and without any waiver of
solicitor-client, common interest or
other applicable privileges (including,
without limitation, under the Investment
Canada Act) with respect to the subject
matter of these responses or with

158

159

160

161

Do you know whether
Heritage Canada knows that
RBC is the only Canadian
financial institution within
the First Lien Lender Group?

Do you know if Heritage
Canada was informed that
RBC is the only Furst Lien
Lender that did not execute
the support agreement?

Do you know whether
Heritage Canada has been
provided with a copy of the
support agreement?

Do you know whether the
identity of the holders of the
First Lien Debt has been
disclosed to Heritage
Canada?

respect to the jomnt submissions made
to, or other communications with,
Heritage Canada by which any
mformation was provided to Heritage
Canada. Please confirm that RBC is
prepared to receive such responses on
this basis.
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No.

UT/UA

: :Pa‘gé .

Ques.
-No.

L Question

 Answer

165

Do you know whether
Heritage Canada has been
provided with a copy of the
stockholders  rights  and
registration agreement?

U/A

56

174

Mr. Nordal testified that the
distributions of equity would
be pro rata but that he was
unsure about the
distributions of debt,
although he was not aware of
any difference in terms of
allocation between
consenting and non-
consenting [lenders].

To the extent that counsel’s
information is any different
than Mr. Nordal’s, to advise.

Counsel has confirmed its
understanding that under the proposed
Transaction and *the Payment and
Settlement Agreement, all First Lien
Lenders will receive their pro-rata share
of Newco shares and debt under the
new first lien credit facility based on
their holdings of existing first lien debt
on the closing of the proposed
Transaction. Counsel is not aware of
any distinction in the ftreatment or
allocation of the shares and the debt of
Newco between non-Consenting First
Lien Lenders and Consenting First Lien
Lenders. '

U/A

59

184

To ask counsel to confirm
that this letter = /dated
September 16, 2014, from the
Paul Hastings firm to Mr.
Chadwick] was received by
counsel acting on behalf of
the Company.

This letter was received by Goodmans
on September 16, 2014,

A response was delivered by Goodmans
to Paul Hastings on September 19, 2105
(see attached Exhibit 3 to Vowell
examination).

U/A

60-61

186

To ask counsel to confirm
that this letter [dated
October 1st, 2014, from Paul
Hustings to Mr. Chadwick]
was received by Goodmans
acting on behalf of the
Company.

This letter was received by Goodmans
on October 1, 2014.

A response was delivered by Goodmans
to Paul Hastings on October 6, 2014
(see attached Exhibit 4 to Vowell
examination). .

U/A

63

190

To check and determine if
this letter [dated October 13,
2014, from Leslie Sobel, at
Roval Bank of Canada fto

Mr. Nordal has reviewed his records
and confirmed that he received a copy
of the October 13, 2014 letter, from
Leslie Sobel, at Royal Bank of Canada




-4-

Né. UT U A‘ “Page | Ques. Questidn Answer
No | Ne. : ' ; :
Jeffery Rose at Wilmington | to Jeffery Rose at Wilmington Trust.
Trust, indicated to be copied
to Nelson Education and Rob | Goodmans also received a copy of this
Chadwick] is in Mr. Nordal’s | letter on October 13, 2014.
file and also to confirm that
it was received by counsel to-[ Bennett Jones responded to this letter
the Company. on October 16, 2014 (see attached
Exhibit 5 to the Vowell examination).
8. |UA 64 196 T? conﬁng tl}at ﬂilvs letter | This letter was received by Goodmans
| JJrom rFati 11a51ngs, on November 18,2014,

November 18, 2014, fo Mr. '
Chadwick at Goodmans] was
received. ‘

9. | U/A 65 - 199 To confirm that this letter | Thig letter was received by Goodmans
[d[’!f@d Ap?'ﬁ 13, 2015, to the on Apiﬂ 13, 2015. !
Goodmans  firm from my v
firm] was received by the
Goodmans firm.

10. | U/A 70 209 To produce a copy of the | Copy attached.
Basis of  Presentation
Agreement.

11. | U/A 92 265 To  confirm  that the | The  Supplemental Administrative
[Supplemental Agent Agreement 1s a document
Administrative Agent | relating to the proposed Transaction.
Agreement between
Wilmington Trust  and
Cortland  Capital Market

Services] 1s one of the
transaction documents.

Having reviewed the transcript and checked with the Company’s advisors about certain factual matters,
M. Nordal provides the following supplemental responses. The answer on the record is indicated first (in
italics), followed by the supplemental response.

12.

24

85

So I take it that you’re aware
that the First Lien Debt is
held by a number of different

I am aware that it is held by a number
of entities and that in the past it has

traded. It is my understanding it is not
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any other First Lien Lenders
were in support of that?

. UT/UA Page Ques. Ques’t’iq’n: o o Answ@ .
Sl | No | No. : : o : ‘
entities and it is traded from | traded, certainly since the support
time to time? agreement was signed in September of
201[4].
.| Supplemental Response:
Mzr. Nordal has no recollection of this,
but Company counsel has confirmed
that information was provided about
some limited trades of first lien debt
‘ among consenting lenders pursuant to
the terms of the First Lien Support
Agreement. '
13. 26 88-89 | Are you aware as a result of | I heard different things at different
your involvement in the | times.
negotiations with the lenders
that there were two camps | And I will tell you that they were not
among the  First Lien | particularly transparent, and I did hear
Lenders, a camp that wanted | people speculating along the way. At
to extend the loan and | no point did anybody ever declare to me
another camp that wanted to | who was in what camps or what I
restructure the balance sheet | should expect. I just knew that they
and do a transaction like the | seemed to be -- there seemed to be some
one that's now proposed? disagreement amongst the First Lien
Lenders and different points of view,
and I heard some speculations around
that, but I. can't speak with any
definitive authority where people stood
within
that Lien 1 group.
27 92 Were you aware of whether | Not that anvbody specifically told me

they were. I expect some were, but I --
it's difficult for me to respond any more
= any better than that.

And, if I can -~ I ain going to go back to
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Question

No. | uTU A P.agev ‘ leles. Answer
~ | No No.
my earlier answer and say I believe we
93 must have thought there were a number
of people in addition to RBC who were
open to that extended debt or we would
not have proceeded with a futile effort
on that solicitation agreement, so.
28 94 And did you receive any | am aware that, ves, there was some
information that the -- there | rrading and changes, ves.
had Dbeen some trading
amongst the Fust  Lien
Lenders such that the identity
of the Fust Lien Lenders
changed in 2014?
28-29 | 95 And after that trading and | We never had clarity on what to expect

changes, did the First Lien
Lenders take a different view
as to whether the loans
should be extended?

Jrom the full lending group, so I can't
say I am aware of change. I was aware
that we had -- we were optimistic that a
mumber of Lien 1 holders would support
an extend, and we knew there was soiie
that would not. I didn't have any
confirmation as to who in what camps
or what percentages they represented,
but we did have optimism that there
were a significant mumber of members
of Lien 1 camp that might support an
extension, hence our solicitation in
July.

Supplemental Response:

Counsel has confirmed that the
Company’s advisors had received and
passed along to the Board (to which M.
Nordal would have been privy) some
information received from advisors to
the First Lien Steering Committee and
advisors to RBC about the levels of
support for certain alternatives that
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3

that relate to that
understanding that you have
just given me, that it was an
exemption because it was the
realization on a secured
loan?

No |urna|beee | Que | Ouestion - dmwer

B | No | No. ' o
were being "considered prior to the
commencement of the July solicitation
process.

14. 27 93 And were you aware that if | Within the July solicitation and support
the credits had been | agreement, I am aware that Lien 2
extended, the maturity dates | would not be extinguished at that time.
had been extended,.that the

Second Lien Debt would not | Supplemental Response:

be extinguished as part of

that extension? Mr. Nordal wishes to clarify that his
answer was that there 1is nothing
contained in the July support agreement
about the extinguishment of second lien
debt. Mr. Nordal did not mean to
suggest that this was not one of the
potential results of the proposed
resolutions that were being discussed
with the Second Lien Lenders at that
time.

15. 45-46 | 152/15 | Do you have any documents | My understanding was that Heritage

would provide no documentation to this
effect. Which was not a surprise to me,
based -on prior experience with
Heritage.

I may have had -- I have had
conversations,  certainly, with my
counsel, but I can't speak to whether I
have any correspondence or anything of
that nature, no documentis for sure.

Supplemental Response:

Mr. Nordal would like to clarify that he
understood this question to be about
documents reflecting Heritage Canada’s
reason for granting the exemption and
would like to clarify that his response
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No.

UT/UA

Page

Ques.
Ne.

“Question

Answer

that he had not seen any correspondence
or documents was in reference to
having not seen any correspondence or
documents from Heritage Canada,
which was not surprising to him based
on his prior dealings with them and his
understanding that they do not provide
written confirmations of exemptions.
Mr. Nordal did not mean to suggest that
he had not seen any correspondence or

documents to or from Heritage Canada:
While be was not involved in the
dealings with Heritage Canada m this
matter, and cannot recall seeing any
specific correspondence, i1t has been
confirmed that he was provided with
copies of some of the correspondence
with them.

16.

47

Have you been provided with
anything that the First Liens
provided to Heritage
Canada?

I don't think I have. Ican't speak for my
legal representation, but I have not, I
don't believe.

Supplemental Response:

See clarification to questions 152/153
above. Although Mr. Nordal does not
recall seeing any specific
correspondence to Heritage Canada, it
has been confirmed that he received
copies of some of the correspondence
with Heritage Canada at the time.

17.

41

135 -
144

You have seen this [Exhibit
2] before?

Was this an accurate record
of what was discussed during
the call?

I have. I haven't read it in a very long
time but, ves.

Certainly not in its entirety, no.

I mean, they have named a company in
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| utva

Page.

'Qués. :
=No.

- Question

~ Answer

So there was a mistake in
one of the descriptions of
one of the law firms?

Is it an accurate record of the
events recorded?

In what way is it not

accurate?

Was there a cash interest
rate?

Okay. Anything else that's
maccurate? ‘

here, Aikin Gump, I have never heard of
them before or since. I Googled them
at the time. But apparently they are my
advisors; not trie.

Among other things, ves. I am sorry,
what was the question?

No, itis not.

They talk about a 10 per cent cash
interest rate, and this is not accurdate.

There was, I believe it was 6.735.

Well that's a big one.

If you are going to ask me for every
inaccuracy, give me another minute,
then, now that I know where vour
question is going.

| I don't know at that point in time

whether the entire steering committee
had actually signed on, they had agreed
to it -- so that may be technical wording
— but the steering committee had
agreed, I just don't know if they had
"signed on" to. anything at that point.

And another option, the Canadian
bankruptcy procedure. I am not a
laevwwver, I am not an expert on

bankruptcy, but we always talk about
CCAA versus something under the
Bankruptcy and Insolvency Act, which I
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UT/UA

Page

“No .

Ques.

No.

- Question

. Answer.

understand is a distinction. So, I don't
recall us ever seriously contemplating
that so Fwould call that inaccurate.

I talked about the interest rate.

The speculation that McGraw-Hill was
interested.

Generally, no other specific

naccuracies are jumping out at me.

Supplemental Response:

When Mr. Nordal was reviewing
Exhibit 2 put before him, he indicated
that he hadn’t read it in a very long time
and that the report was not accurate in
its entirety. After the examination Mr.
Nordal took some time to review this
Exhibit more carefully and now
clarifies and supplements his responses
as follows:

One of the maccuracies noted was that
the report stated that under the proposed
transaction the new first lien term loan
would have a 10% cash interest rate.
Mr. Nordal stated that this was incorrect
and that such term loan had a 6.75%
cash interest rate. Mir. Nordal, in
reviewing the report, misread that
section as referencing the Company’s
existing first lien term facility, which
has a 6.75% interest rate. It is correct
that the new first lien term loan under
the proposed transaction would have a
10% cash interest rate.

In addition to the other inaccuracies
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 No.

| oroa

Page
Mo

~No.

Ques

 Queston |

. Amswe

noted, Mr. Nordal notes that the repof{

in Exhibit 2 states that under the terms
of the proposed support agreement,
Ienders who signed on would receive
some portion of unpaid July to
September interest. That is incorrect.
In fact, such interest payment was not
addressed under the terms of the
proposed support agreement. Rather, all
First Lien Lenders received the
quarterly interest payment due on
September 30, 2014 for the July-
September 2014 period pursuant to the
First Lien Credit Agreement. The
report did accurately reflect that only
lenders who signed on to the support
agreement would receive an early
consent fee and a monthly consent fee
gomg forward.

For clarity, in not addressing the
report’s references to the purported
names and aggregate holdings of the
steering committee, Mr. Nordal did not
and does not confirm the accuracy or
inaccuracy of any such mformation.

18.

33 -
35

109 -
111

And when did the company
receive a first draft of the
term sheet  for  that
[September 10] consent and
support agreement?

Well, I recall negotiating it -- or being
part of the negotiating September 4th.
And that specific term sheet, I guess 1
would have seen following that
September 4th meeting, and
culminating in what was actually issued
on September 10th.

There may have been, both in the July
term sheet and others, related terns or
related items. in those. But if you are
asking when did I see a term sheet ..

it would have been afier that September
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UT/UA |

« Page‘
No:

Ques.

No. -

Question

Answer

4th meeting.

Supplemental Response:

As referenced i Mr. Nordal’s
testimony, Mr. Nordal attended a
meeting on September 4, 2014 at which
a significant number of key outstanding
issues were discussed, negotiated and
resolved among the Company, the First

Lien Steering Commuttee and their
respective advisors. It was following
that meeting that Mr. Nordal recalls
receiving the term sheet addressing the
proposed resolution of those remaining
issues ultimately reflected m the
September 10, 2014 term sheet.

As referenced 1 Mr. Nordal’s
testimony, there were many term sheets,
and iterations thereof, relating to
potential alternatives and structures that
were discussed and exchanged in the
preceding months. There were many
changes, additions and deletions and
many new and different terms proposed
and introduced during the course of
such negotiations and discussions.
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‘No. |UT/UA Page | Ques Quest;op i i swer
19. 85 242- Counsel, on page 2 there is a | Yes.
243 redaction?

And the basis?

It's  both settlement privilege and
solicitor-client privilege.

Supplemental Response:

There are in fact two redactions on page
2 of the April 7, 2014 board minutes.
The first was redacted on the basis of
settlement privilege. The second was
redacted on the basis of solicitor-client
privilege.
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Bayristers & Solicitors
Ly Bay Adataida Centre
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§ Iy s 333 Bay Street, Suite 3400
“‘f}‘j f“““ﬁ' %}QQE_ 4 g_@%ﬁ EJ‘ Toronto, Ontario M5H 287
) - Telephone: 416.975.2211
Facsimile: 416.979.1234
E«'?{M&*ﬁw NC} . goodmans.ca
. i Cre Uprell ' Direct Line: 416.597.4285
EXAM OF rehadwick@goodmans.ca

September 19,2014 pyatE AdS. 5,205
 REPORTER _U5a__ La wbest
ASAP REPORTING SERVICES NG

Via Email

Andrew V. Tenzer
Paul Hastmgs LLP
75 East 55" Street
New York, NY 10022

Re; Nelson Education Ltd, (“Nelson” or the “Company”)

Dear Sits, -

We acknowledge receipt of your letter dated September 16, 2014, and our response is set out below.
Any capitalized terms set forth but not defined herein have the meanings ascribed to such terms in
your letter dated September 16, 2014.

Certain of the questions in your letter suggest that your client may not have received the fuﬂ set of
materials relating to the Company’s proposed {ransaction announced on September 10, 2014 (the
“Transaction”). Accotdingly, enclosed with this letter please find a copy of the Company’s term
sheet dated September 10, 2014, a copy of the first lien support agreement dated September 10, 2014
(the “Support Agreement”), and a copy of the Company’s presentation relating to the Transaction
dated September 10, 2014, These materials are being provided to you and your client on a
confidential basis.

As you are aware, the maturity date under the First Lien Credit Agreement was July 3, 2014, and the
Company did not have the ability to repay the outstanding obligations under the First Lien Credit
Agreement at maturity. The Company has been engaged in discussions with its lenders since June
2013 to address its obligations under its credit facilities and advanced many different transaction
structures and options, including, among others, the Cormpany’s proposed transaction announced on
July 7, 2014 (the “July 7 Transaction™). None of the Company’s proposed transaction structures,
including the July 7 Transaction, received the support of the Company’s lenders, and the Company
continued to engage in ongoing discussions and negotiations with its lendets, including your client,
with the goal of achieving a consensual resolution.

Prior to announcing the Transaction on September 10, 2014, the Company had reviewed and
considered numerous various options and alternatives and considered the interests of the Company
and its stakeholders. The Company believes that the Transaction announced on September 10, 2014
is in the best interests of the Company as the Transaction, among other things, protects value,
provides stability for the Nelson business, including its employees, customets, lenders and other key
stakeholders, preserves the priority waterfall among the Company s lendets, and includes a
comprehenswe and open salc process to identify potenhal sale transactions.



The Company believes that the early consent consideration to be provided to those First Lien
Lenders under the Company’s First Lien Credit Agreement who consent to the Transaction and
execute the Support Agreement on or prior to the September 25, 2014 early consent date is within
market norms for a transaction of this nature and does not violate the Intercreditor Agreement. The
Support Agreement provides that only those First Lien Lenders who execute the Support Agreement,
or a Joinder Agreement in the form attached to the Support Agreement, prior to 5:00 p.m. on
%cptcmbcr 25, 2014 will be entitled to receive the early consent consideration. Any First Lien
Lenders who do not exccute the Support Agreement, or a Joihder Agreement in the form attached to
the Support Agreement, prior to 5:00 p.m. on September 25, 2014 will not be entitled to receive the

early consent consideration.

The Sale Process in connection with the Transaction has been st1ucturcd to explore all possible sale

.and investment alternatives that may be available to the Company in a fair and open process. The
Company believes that the Sale Process is fair and appropriate in the circumstances. The
Company’s intention is fo seek the Second Lien Lenders’ support for any potential transaction
resultmg from the Sale Process based on the results and facts at the approprlate time.

The Company has wc)rkcd with RBC and its advisors cooperatively to advance a consensual solution
that could be accepted by the parties. The Second Lien Agent has a significant amount of
information relating to the Company as well as its refinancing efforts. The Company-has also paid
the Second Lien Agent’s advisors’ fees and expenses in a significant amount since March 2013.

The Company has until mid-November 2014 to determine a process for implementing the
Transaction, and the Company intends to continue to work cooperatively with the Second Lien
Agent and seek its views with respect to any such process. If the (,omp'my does not obtain the
support of the Second Lien Agent for such a process, the Company may requxre a court process to
implement the Transaction.

We disagree with the characterization of the September 2, 2014 meéting among the Company’s
representatives and advisors and the Second Lien Agents’ representatives and advisors in your letter
of Septembcr 16, 2014 and believe certain statements in your letter are factually incorrect.

At the Scptember 2, 2014 mecting, the Company’s CEO, financial advisors and counsel were all in
attendance, and at a pre-arranged time at the meeting, they conducted discussions with one of the
board members of the Company, as communicated to you at the meeting. Following the September
2, 2014 meeting, we followed up with you on September 3, 2014 asking whetler 3 you had any views
or feedback following the dxscussmns at Lhe September 2014 meeting. You responded that you
dxd not. - : :

On Saturday; Septcmbcr 6, 2014, we provxded you with a proposed transaction outline addressing
the Second Lien Lenders’ claims. We received feedback from you over the following two days and
provided a copy of the proposed transaction outline, incorporating your feedback, to the First Lien
Lenders’ advisors on September 8, 2014. We followed up with the First Lien Lenders® advisors and
provided you with a revised proposed transaction outline on September 18, 2014.

The Company intends to continue to work constructwely with the Second Lien Agent to find a
consensual solution in order to protect and maximize value, We continue to be available to discuss

6372443



matters with you and your client and to advance outstanding matters to a resolution in order to
provide the Company stability and certainty as well as protect the, mtcrcstb of the Company’s

stakeholders.
Yours very truly,

Coodm s LLP

e /»" ,7 / 4 x
/( / ////

Robcn‘ T Q‘badwlci\ //,w

ce! D.J. Miller; Thornton Grout Finnigan LLP
Jonathan Miller, CDG Group
Les Vowell, RBC
Dean Mullet, Alvarez & Marsal
Caroline Descours, Goodmans LLP
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Qctober 6, 2014
Via Email

Andrew V. Tenzer
Paul Hastings L.LP
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Barristers & Solicitors

Bay Adelaide Centre
J33 Bay Street, Suite 3400
Toronto, Onfarlo MGH 287

Telephone: 416.979.2211
Faesimile: 416.979,‘1 234

~ goodmans.ca

Direct Line; 416.597.4285
rchadwick@goodmans.oa

75 Bast 55 Street
New York, NY 10022

Re: Nelson Edueation Lid. (“Nelson” or the “Company”)

Dear Sirs, _ .
In response to your letter dated October 1, 2014, we are available to arrange a call to discuss matters
in connection with the Company’s sale and investment solicitation process and provide information,
subject to appropriate confidentiality arrangements, : ,

We disagree with your statement in your letter that the Consent Fee is not permissible under the
Intercreditor Agreement. The Consent Fee is not an increase in interest under the First Lien Credit
Agreement, Rather, it is a fee payable to First Lien Lenders who have executed a support agreement
with the Company prior to the early consent deadline. We are available to discuss with you in more
detail in order for you to arrive at the same conclusion as other parties,

We continue to remain available to discuss and address outstanding matters with you and your client
to achieve a resolution to protect the interests of the Company and its stakeholders,

Yours very- ruly,

/_I\obe ook Zhadwick

ce! D J. Miller, Thornton Grout Finnigan LLP
~ Jonathan Mlﬂ&l‘, CDG Group -
Les Vowell, RBC
- Dean Mullet, Alvarez & Marsal
Caroline Descours, Goodmans LLP
6378080



Ii-._l B en n e&t Sennatt Jonas LLP
3400 One First Canacian Place, PO Box 130
Jones Toronto, Ontario, Canada M5X 144
Tel: 416.863.1200 Fax: 416863,1716

Kevin J, Zych
Divost Ling; 416.717.5738
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October 16,2014 - DATE 06 S 245 N
Via e-mail (Leslig.Sobel@rbccm.éom) REPORTER Z:(j@ &4 “fA‘g/ Le

_ _ ABAP RE UMD S sl -
Ms. Leslic J, Sobel EPORTING %&'ﬁmg%&“% INC.
Sentor Counsel ' '

Royal Bank of Canada
RBC Law Group

3 World Financial Center
200 Vesey Streét

New Yok, NY 10281
U.S.A, ' %

Dear Ms, Sobel:
Re: Nelson Education Ltd.

We are counsel to the Agent under the First Lien Credit Agreement (aé those terms are defined
below).

Reference is made to that certain First Lien Credit Agreement, dated as of July 5, 2007, among
Nelson Education Ltd., as Borrower, Nelson HEducation Holdings Ltd., as Holdings, Wilmington
Trust, N.A,, as successor Administrative Agent and Collateral Agent (“Agent”), and the other
Lenders party thereto (as amended, restated or modified from time to time, the “First Lien Credit
Agreement”), Capitalized terms used but not defined herein have the meanings given them in the
First Lien Credit Agreement.

This letter is in response to your letter to Jeffrey Rose, dated October 13, 2014, regarding the
Borrower’s payment of a consent fee under that certain Support Agreement, dated as of
September 10, 2014, among the Borrower, Holdings, the Ageut and each of the Lenders signatory

thereto (the “Support Agreement™).

The Agent disagrees with yout conclusion that the Borrower’s payment of the First Lien Early

Conseni Consideration (as defined in the Support Agreement) under the Suppor{ Agveumnt
constitutes a payment that must be shared with Royal Bank of Canada (“RBC”) in its capacity as a
Lender under the First Lien Credit Agreement, The Borrower’s payment of the First Lien Barly
Consent Consideration was not a payment on account of the Loans held by Lenders, Rather, it was a

WSLega 07086100001 10949343v]
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payment solely in consideration for the applicable Lenders’ agreement to and execution. of the
Support Agreement, as provided in the Support Agreement, which RBC elected not to execute.
Accordingly, the provisions of Section 2.14. of the First Lien Credit Agreement are not implicated.

Nothing contained hel ein-is intended to be, or shall be, construed as a. waiver or forbearance of any
of the rights, remedies and/or powers of the Agent or Lendets against the Borrower, the Collateral,
other Lenders or otherwise, a waiver of any Defaults or Events of Default, or a consent to any
departure by the Borrower, the Agent or the Lenders from the express provisions of the First Lien
Credit Agreement-or any other Loan Documents. The Agent hereby expressly reserves all of its
remedies, pawers, rlghts and privileges under the First Lien Credit Agreement and the other Loan
Documents,: a,i law, in equity or otherwise,

Very truly yours,
BENNETT JONKES LLP

Revin I, Zych

ol Nelson Education T.td.
o/o Robert Chadwick, Esq. (Goodmans LLP)

Wilmington '_,I‘rusf, N.A.
Attention: J g:ffrey Rose, Esq.

Willkie Farr & Gallagher LLP,
Attention; Paul Shalhoub, Esq

WSLagall0708630000 1110949343 vl i



Basis of Presentation Agreement

June Ll s 2015

Mr. John Bell,
Chair of the Audit Committee

and

Mr. Michael Andrews
Chief Financial Officer

and
682534 N.B. Inc.

Nelson Education Lid. (Melson) on or prior to June 30, 2015, or at such a later date as may be agreed to
with 682534 N.B. Inc. (the Purchaser, pursuant to the proposed Asset Purchase Agreement), agrees to
provide the Purchaser with the audited consolidated balanee sheet and the related consolidated
statements of operations, shareholders’ deficiency and cash flows, of Nelson as at and for the fiscal year
ended March 31, 2015, together with the notes thereto, (the "special purpose financial statements"). These
special purpose financial statements shall be prepared as required by the proposed 4sset Purchase
Agreement between Nelson and the Purchaser, and shall be prepared in accordance with the basis of
preparation as outlined below and Nelson's accounting policies and practices as described in the financial
statements of Nelson for the year ended March 31, 2015 which have been consistently applied throughout
the periods included therein,

Basis of presentation for the special purpose financial statements
These special purpose financial statements are not prepared in accordance with Accounting Standards for

Private Enterprises (ASPE). They have been prepared on a going concern basis despite the fact that
following completion of the transaction pursuant to the Asset Purchase Agreement, management will not
have any realistic alternative but to liquidate Nelson or cease trading. As a result the recognition,
measurement, presentation and disclosure criteria of ASPE as applicable to a going concern have been
used to prepare the special purpose financial statements except that goodwill and intangible assets have
not been tested for impairment or recoverability. Acecordingly, the use of these special purpese financial
statements shall be restricted to the parties to this agreement and these financial statements will not be
made available to any other party.

Nelson Bducation Lid. by and throagh its audit committee

By:

z

AT
Date /

7 : 5
; Chair of the audit committee

il 5. S




B ‘ l/g?//,{i?’ T,

[

Mr, izlichaelAhdrews, Chief Finanecial Officer

e N 24 ol

On behalf of 682534 N.B. Inc. (the Purchaser) by:

A W G

Name / )

k"b v et ‘/“éAf'

Position

Date
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Court File No.;: CV15-10961-CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE
OR ARRANGEMENT OF NELSON EDUCATION LTD.
AND NELSON EDUCATION HOLDINGS LTD.

Applicants

WRITTEN QUESTIONS ON AFFIDAVIT OF GREG NORDAL
SWORN MAY 11, 2015

In order to accommodate Greg Nordal’s schedule, Royal Bank of Canada (“RBC”) has
agreed to provide written questions in respect of his affidavit sworn on May 11, 2015 (the “Nordal
Affidavit™) as it relates solely to the issues being addressed at the Comeback Hearing and the
parties have agreed that the written questions will be answered by close of business on May 25,
2015 such that the answers can be considered prior to the Comeback Hearing. RBC reserves its
rights with respect to cross examining Mr. Nordal on all other aspects of his affidavit (including as
it relates to the proposed Transaction and any sale motion brought by the Applicants) at a later

date.

Defined Terms

1. Capitalized terms not defined herein shall have the meanings ascribed to them in the Nodal

Affidavit,



Questions

2.

In paragraph 3 of your affidavit you indicate that the principal objectives for commencing
CCAA proceedings are (i) to ensure the ongoing operations of the Applicants; and (ii) to
complete the sale and transfer of Nelson Education’s business to a newly incorporated
entity to be owned indirectly by the First Lien Lenders pursuant to the Transaction. In

respect of objective (i):

(a) © Has Nelson Education been placed on COD terms with any of its critical

suppliers? 1f so, please provide the details

(b) Has Nelson Education been unable to pay its trade suppliers and other

unsecured creditors in the ordinary course over the past 6 months?

(©) Has Nelson Education lost any critical contracts over the past 6 months as a

result of its inability to pay or perform?

What professional qualifications or designations do you have as it relates to the valuation

or appraisal of a business?

What was Nelson Education’s EBITDA (on the same basis as stated in your Affidavit, i.e.
prior to netting pre-publication expenditures), for the fiscal years ending March 31, 2011,

March 31, 2012 and March 31, 20137

When was the decision made by the Applicants to stop paying interest to the Second Lien

Lenders?

Was A&M involved or present when the decision was made by management and/or the

board of the Applicants to stop paying interest to the Second Lien Lenders?



10.

11.

12.

13.

14.

-3

When was the decision made by the Applicants to stop paying professional fees of the

Second Lien Lenders?

Was A&M involved or present when the decision was made by management and/or the

board of the Applicants to stop paying professional fees to the Second Lien Lenders?

Was A&M involved on behalf of the Applicants in the negotiations with the First Lien

Lenders on the terms of the First Lien Term Sheet and the Support Agreement?

Was:A&M present during discussions with either management and/or the board of the
Applicants when the decision was made by the Applicants to accept the First Lien Term

Sheet and the Support Agreement?

Did management and/or the board consider the impact of the Support Agreement on the

Second Lien Lenders or on the Non-Consenting First Lien Lenders?

What is the aggregate amount of the Consent Fee that has been paid to the Consenting First

Lien Lenders to date?

In paragraph 94 of your Affidavit you state that the Consenting First Lien Lenders
comprise 21 of 22 of the First Lien Lenders holding approximately 88% of the First Lien
Debt, Please provide a list of the Consenting First Lien Lenders and their holdings that

comprise 88% of the First Lien Debt.

Why do you think that Nelson Education is “well positioned to take advantage of future

increasing opportunities in the digital education market space”?



4-

15.  Have you been involved in any discussions with the First Lien Lenders, A&M or the board
wherein undertaking an initial public offering was discussed? If so, please provide details
of these discussions and any written correspondence, materials (summaries, presentations

etc.) that you have received.

May 22, 2015 THORNTON GROUT FINNIGAN LLP
Barristers & Solicitors
Suite 3200, TD West Tower
100 Wellington Street West

P.O. Box 329, Toronto-Dominion Centre
Toronto, ON M5K 1K7

D.J. Miller

Tel:  (416) 304-0559
Fax: (416)304-1313
Email: dimiller@tgf.ca

Kyla E. M. Mahar

Tel:  (416) 304-0594
Fax: (416)304-1313
Email: kmahar@tgf.ca

Lawyers for Royal Bank of Canada



TO:

GOODMANS LLP

Bay Adelaide Centre

333 Bay Street, Suite 3400
Toronto ON, M5H 2S7

Robert J. Chadwick

Tel:  (416) 597-4285

Fax: (416)979-1234

Email: rchadwick@goodmans.ca

Caroline Descours

Tel:  (416) 597-6275

Fax: (416)979-1234

FEmail: cdescours@goodmans.ca

Sydney Young

Tel:© (416) 849.6965

Fax: (416)979-1234
Email;: syoung@goodmans.ca

Lawyers for the Applicants



IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF NELSON EDUCATION LTD.
AND NELSON EDUCATION HOLDINGS LTD. (collectively, the “APPLICANTS”)

Court File No.: CV15-10961-CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

Proceedings commenced at Toronto

WRITTEN QUESTIONS ON AFFIDAVIT OF GREG NORDAL
SWORN MAY 11, 2015

Thornton Grout Finnigajm LLP
Barristers & Solicitors

Suite 3200, TD West Tower

100 Wellington Street West

P.0. Box 329, Toronto-Dbminion Centre
Toronto, ON MS5K 1K7

D.J. Miller ( LSUCH 34393P)
dimiller@tgf.ca
Tel:  (416) 304-0559

Kyla E. M. Mahar (LSUC# 44182G)
kmahar@tgf.ca

Tel:  (416) 304-0594
Fax:  (416) 304-1313

Lawyers for Royal Bank of Canada
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Court File No. CV15-10961-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF NELSON EDUCATION LTD. AND NELSON
EDUCATION HOLDINGS LTD.

Applicants

RESPONSES TO WRITTEN QUESTIONS ON AFFIDAVIT
OF GREG NORDAL SWORN MAY 11, 2015

Set out below are respouses to Royal Bank of Canada’s Written Questions on Affidavit of
Greg Nordal sworn May 11, 2015 (the “Nordal Affidavit”) in connection with the Comeback
Hearing (the “RBC Written Questions”). Any capitalized terms that are used herein but 1ot

defined herein shall have the meaning ascribed to them in the Nordal Affidavit.
Response to Question Z(a)1

1. One vendor (a printer representing approximately 21% of the Company’s total print
requirements) placed the Company on COD terms prior to the commencement of the

Company’s CCAA proceedings.

2. Another vendor (a vehicle fleet management company) required, prior to the commencement

of the Company’s CCAA proceedings, an iucreased deposit on account and commenced

! 1t is noted that the first question in the RBC Written Questions is numbered as question “2”. There is no question
“1” in the RBC Written Questions.



withdrawing funds directly from the Company’s bank account on the same day that the

Company gets invoiced in connection with the services provided by such vendor.
Respoﬁse to Question 2(b)
3. No.
Response to Question 2(t:~\)

4. Two management-level employees terminated their employment with the Company citing

among their reasons for leaving the uncertainty facing the Company in its circumstances.
Response to Question 3

5. T have 15 years of experience in a role of Chief Executive Officer and/or President of a
number of different businesses. I have a Bachelor of Commerce (Honours). I do not have a

specific professional designation with respect to the valuation or appraisal of a business.
Response to Question 4

6. Nelson Educatigg’s EBITDA (on the same basis as stated in my Affidavit, i.e. net of pre-
publication expenditures) for the fiscal year ended June 30, 2011 was approximately $47.4
million, for the fiscal year ended June 30, 2012 was approximately $37.3 million, and for the
fiscal year ended June 30, 2013 was approximately $40.9 million. For clarity, the foregomng
figures exclude EBITDA in respect of Modulo, consistent with the EBITDA figures
referenced in my Affidavit given, as noted at paragraph 22 of my Affidavit, Modulo was sold

on January 31, 2013.



7. I note that, as stated at paragraph 50 of my Affidavit, as of March 31, 2014, the Company

changed its fiscal year end to March 31. Prior to then, the Company’s fiscal year ended on

June 30.

Response to Question 5

8. The Company’s decision in respect of the interest under the Second Lien Credit Agreement
was not made at one single point in time. It was a detailed and involved process, and

involved:numerous discussions, circumstances and negotiations, as set out below.

9. At the &Iarch 20, 2014 meeting of the Board of Directors of the Company, the directors
considered various options with respect to the second lien interest payment due on March 31,
2014 (the “March Interest Payment”), including payment of the interest, non-payment of
the interest, and seeking an extension of the cure period under the Second Lien Credit
Agreement. The Board directed the Company’s advisors to discuss the options available to
the Company with RBC as Second Lien Agent and to provide a report to the Board on those

discussions.

10. Goodmans LLP (“Goodmans”) and Alvarez & Marsal Canada Securities Inc. (“A&M
Securities”) engaged in discussions with RBC and its advisors in connection with the
March Interest Payment and potential options related to the March Interest Payment,

including an extension of the cure period under the Second Lien Credit Agreement.

11. At the March 27, 2014 meeting of the Board of Directors of the Company, the Company’s
advisors reported to the Board with respect to their discussions with RBC and its advisors

with a view to extending the cure period under the Second Lien Credit Agreement to allow



12.

for additional time to advance discussions with the First Lien Steering Comunittee in
connection with the First Lien Credit Agreement and discussions with RBC in connection

with the Second Lien Credit Agreement.

The advisors and the Board discussed the potential implications of the options with respect
to the March Interest Payment and the Board agreed that the Company would not pay the
March Interest Payment on March 31, 2014 and would contfinue discussions with the Second

Lien Agent during the existing cure period under the Second Lien Credit Agreement (being

13.

14.

seven business days, or such additional cure period as extended by the Required Lenders (as

defined in the Second Lien Credit Agreement) under the Second Lien Credit Agreement).

Goodmans was directed by the Board to draft a letter on behalf of the Company addressed to
RBC as Second Lien Agent, to be signed by the appropriate Compaﬁy signatory. to be sent
to RBC as formal direction that RBC is not to take from the Company’s bank account the

March Interest Payment until further written direction from the Company.

On March 27, 2014, Nelson Education sent a letter to RBC directing the Second Lien Agent
1ot to withdraw or fund from the Borrower’s bank account(s) the interest payment due under
the Second Lien Credit Agreement on March 31, 2014 until further written direction from the

Company. A copy of the letter 1s attached hereto as Schedule “A”.

. At the April 7, 2014 meeting of the Board of Directors of the Company, Goodmans and

A&M Securities updated the Board on the further discussions with RBC with respect to the
March Interest Payment and advised that it was expected that a 30-day extension of the cure
period under the Second Lien Credit Agreement would be agreed to and that such extension

would likely require a partial interest payment of approximately 10% of the approximately



1é.

17.

US$2.6 million March Interest Payment. The Board gave me the discretion for the Company
to pay a portion of the March Interest Payment in connection with a 30-day extension of the

cure period under the Second Lien Credit Agreement.

On April 9, 2014, Nelson Education, Holdings, the Second Lien Agent and the Second Lien
Lenders entered into a Grace Period Extension Agreemént (the “Gréc'e Period Extension
Agreement”, a copy of which is attached hereto (without lender signature pages) as Schedule
“B”) putsuant to which, among other things, the Second Lien Agent and the Second Lien
Lenders, agreed to extend the cure period under the Second Lien Credit Agreement to 5:00
p.m. (New York City Time) on the earlier to occur of (1) May 9, 2014, and (i1) the date of the
occurrence of any Termination Date (as defined in the Grace Period Extension Agreement).
Pursuant to thé Grace Period Extension Agreement, the parties agreed that Nelson Education
would pay a partial payment of the March Interest Payment in the amount of US$350,000,
which amount was applied to reduce the outstanding amount of the March Interest Payment.
The remaining portion of the-March Interest Payment is referred to herein as the “Remaining

March Interest Payment”.

Nelson Education, Holdings, the Second Lien Agent and the Second Lien Lenders entered
into a Second Grace Period Extension Agreement dated as of April 30, 2014 (the “Second
Grace Period Extension Agreement”, a copy of which is attached hereto (without lender
signature pages) as Schedule “C”) pursnant to which, among other things, the Second Lien
Agent and the Second Lien Lenders agreed to further extend the eui‘e period under the
Second Lien Credit Agreement to 5:00 p.m. (New York City Time) on the ea_rlier to occur of
(1) May 30, 2014, and (i) the date of the occurrence of any Termination Date (as defined in

the Second Grace Period Extension Agreement).



18.

19.

The cure period in respect of the March Interest Payment under the Second Lien Credit
Agreement was not extended beyond May 30, 2014 and the Remaining March Interest

Payment was not paid.

During, and following the expiry of, the extended cure period under the Second Grace Period
Extension Agreement, the Company and its advisors worked with the Second Lien Agent and
its advisors to advance restructuring term sheets to address the Company’s obligations under

the First Lien Credit Agreement and the Second Lien Credit Agreement, and provided

20.

21.

various draft restructuring ferm sheefs for consideration by RBC.

At the June 27. 2014 meeting of the Board of Directers of the Company, the Board resolved
that, in light of the continuing discussions with its lenders and the upcoming maturity of the
First Lien Credit Agreement on July 3, 2014, the Company would be authorized to not make
the interest payment due on June 30, 2014 under the Second Lien Credit Agreement and to

deliver notice of such non-payment to RBC as Second Lien Agent.

As discussed in my Affidavit starting at paragraph 89, on July 7, 2014, Nelson Education
commenced a consent solicitation process to solicit the consent of the First Lien Lenders to
the amendment aﬁd extension of the First Lien Credit Agreemént On July 17, 2014, RBC
executed the C ompany’é Consent and Support Agreement dated as of July 7, 2014 (the “July
Support Agreement”) agreeing to the Term Sheet attached thereto as Schedule “A” which
included, among other things, a condition that the indebtedness under the Second Lien Credit
Agreement be resolved in a manner mvolving no cash payment of mterest to lenders under
the Second Lien Credit Agreement. A copy of the July Support Agreement (without

signature pages) is attached hereto as Schedule “D7).



22. On September 10, 2014, Nelson Education and Holdings entered into the First Lien Support
Agreement which provides that neither Nelson Education nor Holdings shall, unless
consented to by the Majority Initial Consenting First Lien Lenders (as defined in the First
Lien Support Agreement), make any payment in connection with the Second Lien Credit
Agreement, including any interest or other payment that is due or thaf may become due

pursuant to the Second Lien Credit Agreement.

Response tg Question 6

23. A&M Sfécurities was present at the meetings of the Board of Directors discussed above on
March 20, 2014, March 27, 2014, April 7, 2014 and June 27, 2014. A&M Securities was
involved in certain discussions with RBC and its financial advisors in connection with the
extension of the cure period. Goodmans was also involved m various discussions relating to

such matters.

Response to Question 7

24. The Company made payments in respect of professional fees of the Second Lien Agent
pursuant to the Grace Period Extension Agreement and the Second Grace Period Extension

Agreement.

25. The Company’s last payments in respect of professional fees of the Second Lien Agent were

made in respect of the following mvoices:

a. Invoice of CDG Group, financial advisor to the Second Lien Agent (“CDG”),

dated July 1, 2014;



26.

b. Invoice of Thomnton Grout Finnigan LLP, Canadian counsel to the Second Lien

Agent (“TGF”), dated July 11, 2014; and

c. Tnvoice of Paul Hastings LLP, U.S. counsel to the Second Lien Agent (“Paul

Hastings™), dated May 31, 2014.

The next invoices for CDG, TGF and Paul Hastings received by the Company were dated
July 30, 2014, September 3, 2014 and October 10, 2014, respectively. The Company has not

paid these or subsequent invoices of CDG, TGF or Paul Hastings.

27.

28.

At the August 5, 2014 meeting of the Board of Directors, the Board discussed, among other
things, the advisory fees of the Second Lien Agent and agreed that without further progress, a
reduction in the monthly fees paid to CDG would likely be imposed and delegated authority
to management to discuss a reduction of the CDG advisory fees. The decision to defer or

stop payment of CDG’s monthly fees was made by the Company in August 2014.

On September 10, 2014, Nelson Education and Holdings entered into the First Lien Support
Agreement which provides that neither Nelson Education nor Holdings shall, unless

consented to by the Majority Initial Consenting First Lien Lenders (as defined in the First

~ Lien Support Agreement), make any payment in connection with the Second Lien Credit

Agreement, including any payment for fees, costs or expenses to any legal, financial or other

advisor to the Second Lien Agent.

Response to Question 8

20 A&M Securities was involved in discussions with CDG in connection with its financial

advisory fees throughout January and February 2014, including a discussion to change



30.

31.

CDG’s fee structure to be based on an hourly rate charged for work completed rather than the

existing set monthly fee, which was declined by CDG.

A&M Securities was not involved or present when the decision to cease payment of CDG’s
fees was made. I understand that once A&M Securities had become aware that the Company
was considering ceasing payment of CDG’s fees, as a professional courteéy, A&M Securities
advised CDG on August 3, 2014 by way of e-mail that discussions were ongoing about
ending the CDG engagement, including non-payment of the most 1‘ecént invoice. At this
time, tﬁéef?aziompany had not yet made a formal decision with respect to the payment of CDG’s

fees and was considering the matter.

A&M Securities was present at the August 5, 2014 meeting of the Board of Directors
discussed above, but had left the meeting prior to the discussion of the advisory fees of the

Second Lien Agent.

Response to Question 9

32.

Negotiations with the First Lien Steering Committee and its advisors on the terms of the First
Lien Term Sheet and the First Lien Support Agreement were led by the Company and
Goodmans. The final business and legal terms of the First Lien Term Sheet and the the First
Lien Support Agreement were largely settled at an in-person meeting held on September 4,
2014 in New York attended by me and Robert Chadwick on behalf of the Company and
certain representatives of the Furst Lien Steering Committee and their legal advisors and
financial advisor. A&M Securities was not present at the September 4, 2014 meeting in New
York and did not participate in the negotiations at this meeting. A&M Securities may have

had certain discussions with the financial advisor or the First Lien Lenders in respect of the
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draft First Lien Term Sheet and the draft First Lien Support Agreement prior to their

completion from time to time.

Response to Question 10

33.

A meeting of the Board of Directors was held on September 4, 2014 (the same day of the
meeting discussed above in paragraph 32) at which, among other things, (1) outstanding items
with respect to the First Lien Term Sheet and the First Lien Support Agreement, and (i1) the

selection of a financial advisor to lead the sale and investment solicitation process pursuant to

the First Lien Term Sheet and the First Lien Support Agreement were discussed. A&M
Securities was present at this meeting for the update relating to outstanding items with
respect to the First Lien Term Sheet and the First Lien Support Agreement, but left the

meeting prior to the discussion in connection with the selection of a financial advisor.

. The meeting was adjourned following the discussion of the above noted matters and Robert

Chadwick and I resumed our negotiations with the representatives of the First Lien Steering
Committee and their legal advisors and financial advisor to resolve the remaining outstanding

items in connection with the First Lien Term Sheet and the First Lien Support Agreement.

. The meeting of the Board of Directors was reconvened later that afternoon, without the

attendance of A&M Securities. Robert Chadwick and I provided an update to the Board on
the further negotiations that had taken place since the earlier meeting of the Board, and the
Board authorized me and Robert Chadwick to advance the outstanding issues to reach a

resolution on the basis discussed at the reconvened meeting of the Board.
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Response to Question 11

36. Yes.

Response to Question 12

37. As of May 25, 20135, the aggregate amount of the Consent Fee that has been paid to the

Consenting First Lien Lenders is approximately US$11,984,058.

Response to Question 13

38.

39.

Pursuant™to the First Lien Support Agreement (a copy of which (without lender signature
pages) is attached as Exhibit “G” to my Affidavit), Nelson Education and Holdings agreed to
maintain the confidentiality of the identity and the specific holdings of each of the
Consenting First Lien Lenders. I understand from Robert Chadwick of Goodmans that
Goodmans has contacted the legal advisors to the First Lien Steering Committee to inquire
whether the Consenting First Lien Lenders would permit the disclosure of their identities and
holdings in order fél‘ the Company to respond to question 13 of the RBC Written Questions.
To date, the legal advisors to the Consenﬁng First Lien Lenders have not yet responded to
Goodmans’ request. Accordingly, I am not in a position to provide the information requested
under question 13 of the RBC Written Questions without the consent of the Consenting First

Lien Lenders under the First Lien Support Agreement.

I understand from Robert Chadwick of Goodmans that Goodmans has contacted the legal
advisors to the First Lien Agent to request a list of the Register (as defined in the First Lien
Credit Agreement) which records, among other things,v the names of and principallainouﬁts

owing to the First Lien Lenders. Upon receipt, the Company will provide a copy of the
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Register to RBC in its capacity as First Lien Lender as under the First Lien Credit Agreement
the Register is to be available for inspection by the Company, the First Lien Agent and any

First Lien Lender subject to the terms of the First Lien Credit Agreement.
Response to Question 14

40. The reasons for why I believe that Nelson Education is well positioned to take advantage of
future increasing opportunities in the digital educational market space are set out at

paragraphs 77 to 83, inclusive, of my Affidavit. I believe that such paragraphs accurately

reflect my view with respect to question 14.
Response to Question 15

41. Prior to joining Nelson Education as President and CEO in September 2008, I had certain
limited discussions with representatives of Apax and OMERS in connection a potential
future initial public offering in respect of the Company. Since my commencement at Nelson
Education as President and CEO in September 2008, I have not been involved in any
discussions with the First Lien Lenders, A&M or the Board wherein undertaking an initial

public offering was discussed.

Dated: May 25, 2015
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NELSON

NELSON EDUCATION LTD. 1120 Birchmount Boad Toronto ON M1K 6G4 4106 752 9100 Fax 418 752 9848  Toll free 1 B00 688 0671  www.helson.com

March 27, 2014
Via Email

Royal Bank of Canada

200 Bay Street, 12th Floor
Royal Bank Plaza, South Tower
Toronto, Ontario M5J 2W7

Attention: Ann Hurley
Senior Manager, Agency Services Group
ann.burley@rbeem.com

Re:  Second Lien Credit Agreement dated July 5, 2007 among Nelson Education Ltd. as
Borrower, Nelson Education Holdings Ltd., Royal Bank of Canada as
Administrative Agent and Collateral Agent, and the other lenders party thereto (the
“Second Lien Credit Agrecment™)

Nelson Education Lid., as Borrower under the Second Lien Credit Agreement (the “Borrower”),
hereby directs Royal Bank of Canada, as Administrative Agent and Collateral Agent under the
Second Lien Credit Agreement, not 1o withdraw or fund from the Borrower’s bank account(s)
the interest payment duc under the Second Lien Credit Agreement on March 31, 2014 until
further written direction from the Borrower.

Pursuant to Section 8.01(a) of the Second Lien Credit Agreement, the non-payment of interest
under the Second Lien Credit Agreement is subject to a cure period of seven (7) Business Days,
or such additional cure period as extended by the Required Lenders under the Second Lien
Credit Agreement, prior to constituting an Event of Default under the Second Lien Credit
Agreement.

Please confirm receipt of this letter by signing below and returning a signed copy to the

Borrower,
sy,

T N -
NelsokEd{ication Lid.. as -
Borrower /

Name: (e Y

Title: /"!“—'J‘J/&Q\%) <D




Page 2

RECEIVED AND ACKNOWLEDGED:

Royal Bank of Canada, as
Administrative Agent and
Collateral Agent

Name:

Title:

6312632
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Execution Version

GRACE PERIOD EXTENSION AGREEMENT

GRACE PERIOD EXTENSION AGREEMENT, dated as of April 9, 2014 (this “Agreement™), in
respect of the Second Lien Credit Agreement referred to below, by and among Nelson Education Ltd., a
corporation incorporated under the laws of Canada (“Borrower™), Nelson Education Holdings Lid., a
corporation incorporated under the laws of Canada (“Holdings™), the other Loan Parties party hereto,
Royal Bank of Canada, as Administrative Agent and Collateral Agent and the Lenders party hereto. All
capitalized terms used herein and not otherwise defined herein shall have the meanings ascribed to them
in the Second Lien Credit Agreement (as hereinafter defined).

RECITALS:
Reference is made to the following agreements, facts and circumstances:
A, Borrower, Holdings, Royal Bank of Canada, as Administrative Agent and
Collateral Agent and the lenders from time to time party thereto (collectively, the “Lenders™) are

party to that certain Second Lien Credit Agreement, dated as of July 5, 2007 (as amended.
supplemented or otherwise modified from time to time, the “Second Lien Credit Agreement™).

B. Borrower and Holdings acknowledge and have informed the Administrative
Agent that Borrower has failed to make the interest payment in the amount of $2,392,740.83
which was due and owing and required to be made under Section 2.09 of the Second Lien Credit
Agreement on March 31, 2014 (the “Required Interest Payment”).

C. Borrower and Holdings acknowledge and have informed the Administrative
Agent that in the event that the Required Interest Payment is not paid within the seven (7)
Business Day curce period (the “Cure Period™) set out in Section 8.01(a)(ii) of the Second Lien
Credit Agreement, an Event of Default will arise under the terms of the Second Lien Credit
Agreement (the foregoing, the “Potential Event of Default™).

D, Borrower has requested that the Administrative Agent and the Lenders party
hereto extend the Cure Period for the Required Interest Payment, on a one-time basis, to the
Extended Cure Date (as defined below) {the “Extension™).

E. The Administrative Agent and the Lenders party hereto are prepared to consent
to the Extension subject to Borrower’s full and timely compliance with the limitations, terms,
conditions and covenants contained in this Agreement, the Second Lien Credit Agreement and the
other Loan Docuiments,

ACKNOWLEDGMENTS:

(a) Each of Borrower, Holdings and cach other Loan Party hereby acknowledges and
agrees to the accuracy of all Recitals included in this Agreement,

(b) To the extent that there is a conflict between the terms of this Agreement and the

terms of the Second Lien Credit Agreement or the other Loan Documents as it rclates to the
Required Interest Payment only, the terms of this Agreement shall govern.
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{c) Each of Borrower, Holdings and each other Loan Party hereby acknowledges and
agrees that as of March 31, 2014:

(i) the outstanding principal amount of Loans (exclusive of interest,
costs, fees and other expenses payable by Borrower and the other Loan Parties to the Administrative
Agent and the other Secured Parties under the Second Lien Credit Agreement and the other Loan
Documents) are as set forth below and such amounts are not subject to any offset, counterclaim-or defense
by any of the Loan Parties:

Principal Amount of Loans: $153,218,764.07

(in the accrued but unpaid interest at the non-default rate in respect
of the Loans (referred to above as the Required Interest Payment) are as set forth below and such amounts
are not subject to any offset, counterclaim or defense by any of the Loan Parties:

Acerued Interest (at non-default rate) - Loans: $2.392,740.83

AGREEMENTS:

NOW THEREFORE, in consideration of the premises herein contained and other good and
valuable consideration, the receipt, adequacy and sufficiency of which are hereby acknowledged, the
parties hereto, intending to be legally bound, agree to the above Recitals and Acknowledgments, and
further agree as follows:

1. Definitions. Capitalized terms not otherwise defined herein shall have the meanings
ascribed to them in the Second Lien Credit Agreement. [n addition, the following terms, for the purposes
of this Agreement, shall have the following meanings:

(a) . “Agreement Effective Date™ has the meaning assigned in Section 4 hereof.
(b) “Cash Forecast” means forecast of cash and working capital on a monthly basis

for each of the {2-months of the fiscal year ending March 31, 2015 and to include projected
professional tees and expenses.

) “Extended Cure Date™ means 5:00 p.m. (New York City time) on the earlier to
oceur of (1) May 9, 2014, and (ii) the date of the occurrence of any Termination Event.  For the
avoidance of doubt, any cure period set forth in Section £.01¢a) of the Second Lien Credit
Agreement shall not apply with respect to the Required Interest Payment and such amount (less
the Partial Interest Amount) shall be due and payable in full by no later than the Extended Cure
Date.

(d) “Interim Financials” means preliminary financial statements (by segment) for the
month ended and quarter ended March 2014 with comparisons against the budget and the
corresponding periods for the previous year.

(e) “January/February Report” means internal financial statements by segment for
January 2014 and February 2014 with comparisons versus budget and corresponding petiods of
the previous vear.
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69 “Partial Interest Amount™ means, an aggregate amount of $350,000.00, payable
pursuant to Section 3(d) of this Agreement on the Agreement Effective Date. For the avoidance
of doubt the Partial Interest Amount shall be applied to reduce the outstanding amount of the
Required Interest Payment.

() “Projections” means preliminary financial forecast for fiscal year ended March
31, 2015 (prepared on a quarterly basis), March 31, 2016 and March 31, 2017 detailed by
business segment and which would include all major assumptions in connection with formulating
such Projections and detail on revenue and cost initiatives and to include projected professional
fees and expenses

(h) “Report” has the meaning assigned in Section 3(a) hereof,

(D) “Transaction Agreement” means the transaction agreement to be negotiated and
settled.by and among Borrower, Holdings, the other Loan Parties, the Administrative Agent, and
the Lenders. '

)] “Termination Event” means the occurrence of any of the following: (i) any
representation or warranty made or deemed made by Borrower, Holdings or any other Loan Party
in this Agreement shall be false, misleading or erroncous in any material respect when made or
deemed to have been made, (ii) Borrower shall fail to perform, observe or comply thmely with
any covenant, agreement or lerm contained in this Agreement, including Section 3 hereof, (jii)
any Default or Event of Default, other than the Potential Event of Default until the Extended Cure
Date, shall occur under the Second Lien Credit Agrecement or any of the other Loan Documents,
(iv) any cvent or condition occurring after March 31, 2014 which shall constitute a. Material
Adverse Effect, (v) an Event of Default under the First Lien Credit Agreement and (vi) failure to
make any payment required to be made under this Agreement, including under Section 5 hereof.

2. Extension.

(a) Effective on (and subject to the occurrence of) the Agreement Effective Date and
notwithstanding any provision of the Second Lien Credit Agreement to the contrary, in
accordance with the terms and subject to the conditions of this Agreement, the Administrative
Agent and the Lenders party hereto, for themselves and on behalf of their permitted successors
and assigns, hereby agree to the Extension of the Cure Period for the Required Interest Payment,
and for no other purpose, to the Extended Cure Date.

(b) On and after 5:00 p.m. (New York City time) on the Extended Cure Date, unless
the Required Interest Payment (less the Partial Interest Amount that has been paid on the
Agreement Effective Date) has been received by such time and date, then, the Administrative
Agent and the Lenders’ agreement hereunder shall terminate automatically without further act or
action by the Administrative Agent or the Lenders. Borrower, Holdings and the other Loan
Partics expressly acknowledge and agree that the effect of such termination will be to permit the
Administrative Agent and the other Secured Parties to exercise any and all rights and remedics
available to them under the Loan Documents and this Agreement, at law, in equity, or otherwise
without any further lapse of time, expiration of applicable grace periods, or requirements of
notice.
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(a) Holdings and Borrower shall deliver to the Administrative Agent the following
information, documents and materials (each, a “Report™) not later than the date specified therefor:

(i) Not later than April 10, 2014, the January/February Report.
{ii) Not later than April 17, 2014, the Cash Forecast.
(iif) Not later than April 18, 2014, the Interim Financials,
{iv) Not later than April 17, 2014, the Projections.

Each of the Reports shall be prepared by the Borrower in reasonable detail and shall
fairly present the contents intended to be included therein; provided that if the
Administrative Agent notifies the Borrower that a Report is not reasonably satisfactory to

the Administrative Agent { and provides a reasonable basis therefor),- Segi@pm,ana{%@m@,m,,,

of the Borrower shall in good faith make themselves available to discuss with the
Administrative Agent {or iis representatives) such concerns in accordance with clause (d)
below within three (3) Business Days of delivery of such notice by the Administrative
Agent.

(b) The form of the Transaction Agreement shall have been delivered by each of the
parties thereto not later than April 30, 2014,

(©) The Lenders and the Administrative Agent agree that each of the dates for
delivery of any Report set forth in clause (a) above, may be extended by the Administrative
Agent in its sole discretion.

(d) Senior management of Borrower and Holdings shall be available, including by
teleconference, at reasonable times and upon reasonable notice to discuss matters relating to
Borrower’s business, including the docwments and materials delivered under clause {(a) above.

4, Effectiveness, This Agreement shall become cffective as of April 9, 2014 (the
*Agreement Effective Date™), so long as all of the following conditions have been satisfied:

{(a) The Administrative Agent shall have received this Agreement duly executed and
delivered (or counterparts hereof) by the Administrative Agent, the Lenders party hereto and
Borrower and each of the other Loan Parties, in each case, {whether the same or different
counterparts) and shall have delivered (including by way of facsimile or other electronic
transmission) the same to Paul Hastings LLP, 75 East 35th Street, New York, NY 10022,
Attention: Sanjay Thapar (sanjaythapar@paulhastings.com; facsimile number 212-230-7701),

U.S. counsel to the Administrative Agent.

(b) The representations and warranties of or on behalf of the Loan Parties in this
Agreement shall be true and correct on and as of the Agreement Effective Date.

(c) The Administrative Agent shall have received the Partial Interest Amount on or
before the Agreement Effective Date.

(d) The Administrative Agent shall have received from Borrower a certificate

LEGAL_US_E # 10935245412



executed by a Responsible Officer of Borrower, certifying compliance with the requirements of
preceding clause (b) and clause (e) below.

(e) On the Agreement Effective Date and after giving effect to this Agreement, no
Default or Event of Default shall have occurred and be continuing,

5. Expenses. On or before 5:00 p.m. (New York City time) on April 11, 2014, the Borrower
shall (i) pay to the Administrative Agent all of its costs, fees and expenses in connection with this
Agreement (including, without limitation, reasonable legal fees and expenses of Shearman & Sterling
LLP, previous U.S. counsel for the Administrative Agent, Paul Hastings LLP, U.S. counse! for the
Administrative Agent, Thornton Grout Finnigan LLP, Canadian counsel for the Administrative Agent,
and CDG Group, financial advisor to the Administrative Agent and its counsel) and (ii) execute a revised
engagement letter between Paul Hastings LLP and CDG Group to reflect the Administrative Agent’s
change in counsel, :

6. A - Representations and Warranties. To induce the Administrative Agent and Lenders to
enter into this. Agreement, Borrower, Holdings and other Loan Parties hereby, jointly and severally,
represent and warrant that:

. (a) The execution, delivery and performance of this Agreement by each Loan Party:
(i) are within such Loan Party’s organizational power; (ii) have been duly authorized by all
necessary or proper organizational action; (iii) do not contravene any provision of any Loan
Party’s charter or bylaws or other constituent documents; (iv) do not violale any law or
regulation, or any order or decree of any court or Governmental Authority; (v) do not conflict
with or result in the breach or termination of, constitute a default under or accelerate or permit the
acceleration of any performance required by, (A} any material indenture, mortgage, deed of trust
or lease to which such Person is a party or by which such Person or any of its property is bound,
or (B) any agreement or other instrument to which such Person is a party ot by which such person
or any of its property is bound; (vi) do not result in the creation or imposition of any Lien upon
any of the property of any Loan Party; and (vii) do not require the consent or approval of any
Governmental Authorily or any other Person;

(b) This Agreement has been duly executed and delivered by or on behalf of each
Loan Party;

(c) Each of this Agreement and the Second Lien Credit Agreement constitutes a
legal, valid and binding obligation of each Loan Party enforceable against each Loan Party in
accordance with its terms, except as enforceability may be limited by applicable bankruptey,
insolvency, reorganization, moratorium or similar laws affecting creditors’ rights generally and
by general equitable principles (whether enforcement is sought by proceedings in equity or at
law);

(d) After giving effect to this Agreement, no Default or Event of Default has
occurred and is continuing on the Agreement Effective Date; and

(e) No action, claim or proceeding is now pending or, to the knowledge of any Loan
Party, threatened against any Loan Parly, at law, in equity or otherwise, before any court, board,
commission, agency or instrumentality of any federal, state, or local government or of any agency
or subdivision thereof, or before any arbitrator or panel of arbitrators, which challenges any Loan
Party’s right, power, or competence (o enter into this Agreement, or to perform any of its
obligations under this Agreement, the Second Lien Credit Agreement or any other Loan
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Documents, or the validity or enforceability of this Agreement, the Second Lien Credit
Agreement or any other Loan Decuments or any action taken under this Agreement, the Second
Lien Credit Agreement or any other Loan Document, To the knowledge of any Loan Party, there
does not exist a state of facts which is reasonably likely to give rise to such proceedings.

7. ' Reference to and Effect on the Second Lien Credit Aereement and the Loan Documents.
(a) ° Except as expressly provided herein (i) the Second Lien Credit Agreement and

the other Loan Documents shall be unmodified and shall continue to be in full force and effect in
accordance with their terms and are hereby in all respects ratified and confirmed, (ii) the consents
and agreements of the Administrative Agent and Lenders set forth herein shall be limited strictly
as written and shall not constitute a consent or agreement to any transaction not specifically
described in connection with any such consent and/or agreement, and (iii) this Agreement shall
not be deemed an amendment or waiver of any term or condition of any Loan Document and
shall not be deemed to prejudice any right or rights which the Administrative Agent or any
Secured Party may now have or may have in the future under or in connection with any Loan

e~ Document-or-any-of the-instruments-or-agreements—referred—to-therein; —as the same-may be——

amended from time to time.

(b) The execution, delivery and effectiveness of this Agreement shall not, except as
expressly provided herein, operate as an amendment or waiver of any right, power or remedy of
any Lender or the Administrative Agent under any of the Loan Documents, nor constifute a
waiver or amendment of any provision of any of the Loan Documents,

(¢) This Agreement shall constitute a Loan Document.

8. GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND
INTERPRETED IN ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK.

9. Counterparts. This Agreement may be executed in any number of counterparts and by
the different parties hereto on separate counterparts, each of which counterparts when executed and
delivered shall be an original, but all of which shall together constitute one and the same instrument. A
complete set of counterparts shall be lodged with Borrower and the Administrative Agent, Delivery by
facsimile or electronic transmission (including .PDF) of an executed counterpart of a signature page to
this Agreement shall be effective as delivery of an original executed counterpart of this Agreement,

[SIGNATURE PAGES FOLLOW]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly
executed and delivered as of the day and year first above written.

[Signature Pages Follow]
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NELSON EDUCATIO\r LTD/,c as Borrower

/// - ’f
LW 1}' S /

Name. Petn t:,f.\wa j/:%\i s

se1 el e
Title: f:u\ffﬂii o uvigem s <&

NELSON EDUCATION HOLDINGS LTD
. A
= ] 1
) ~i . A
By: Pl Y e |

Name:
Name; ()&ggaww {'\thwu -
Title: WO Flverce pncd Cgpadcts u,w

[Signature Page to Grace Period Extension Agreement]



ROYAL BANK OF CANADA, 4s Adinitistrative:
Agentand Cellatoral Agenr.

£ .. .
‘ -

ff/wg o S
By Oy LAl e L N
Name™™ f’ 7
Tide:  Ann Hutley /
Wanager, Agency

[Stimuture Pagerto Grace Period Extension Agreement].
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SECOND GRACE PERIOD EXTENSION AGREEMENT

SECOND GRACE PERIOD EXTENSION AGREEMENT, dated as of April 30, 2014 (this
“Agreement”), in respect of the Second Lien Credit Agreement referred to below, by and among Nelson
Education Ltd., a corporation incorporated under the laws of Canada (“Borrower™), Nelson Education
Holdings Ltd., a corporation incorporated under the laws of Canada (“Holdings™), the other Loan Parties
party hereto, Royal Bank of Canada, as Administrative Agent and Collateral Agent and the Lenders party
hereto,  All c.,apltahzed terms used herein and not otherwise defined herein shall have the meanings
ascribed to them in the Second Lien Credit Agreement (as heretnafter defined).

RECITALS:
Reference is made to the following agreements, facts and circomstances:
A. Borrower, Hold ings, Royal Bank of Canada, as Administrative Agent and Collateral
Agent and the lenders from time to time party thereto (collectively, the “Lenders”) are party to that certain

Second Lien Credit Agreement, dated as of July 5,"2007 (as amended, supplemented or otherwise
modified from time to time, the “Second Lien Credit Agreement™).

B. Borrower and Holdings acknowledge and have informed the Administrative Agent that
Borrower has failed to make the interest payment in the amount of $2,392,740.83 which was due and
owing and required 1o be made under Section 2.09 of the Second Lien Credit Agreement on March 31,
2014 (the “Required Interest Payment™).

C. Borrower and Holdings acknowledge and have informed the Administrative Agent that in
the event that the Required Interest Payment is not paid within the seven (7) Business Day cure period
(the “Cure Penod”) set out in Section 8.01(a)(ii) of the Second Lien Credit Agreement, an Event of
" Default will arise under the terms of the Second Lien Credit Agreement (the foregoing, the “Potential
Event of Default™,

D. The Cure Period was extended, on certain terms and conditions, through May 9, 2014
pursuant to the Grace Period Extension Agreement, dated as of April 9, 2014, by and among Borrower,
Holdings, the other Loan Parties party thereto, Royal Bank of Canada, as Administrative Agent and
Collateral Agent and the Lenders party thereto (the “First Extension Agreement”).

E. Borrower has requested that the Administrative Agent and the Lenders party hereto
extend further the Cure Period for the Required Interest Payment, on a one-time basis, to the Second
Extended Cure Date (as defined below) (the “Second Extension™).

F. The Administrative Agent and the Lenders party hereto are prepared to consent to the
Second Extension subject to Borrower’s full and timely compliance with the limitations, terms, conditions
and covenants contained in this Agreement, the Second Lien Credit Agrccmem and the other Loan

Documents,
ACKNOWLEDGMENTS:

(a) Each of Borrower, Holdings and each other Loan Party hereby acknowledges and
agrees to the accuracy of all Recitals included in this Agreement.
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() To the extent that there is a conflict between the terms of this Agreement and the
terms of the Second Lien Credit Agreement or the other Loan Documents as it relates to the
Required Interest Payment only, the terms of this Agreement shall govern.

{c) Each of Borrower, Holdings and each other Loan Party hereby acknowledges and
agrees that as of April 30, 2014:

(1 the outstanding principal amount of Loans (exclusive of interest, costs,
fees and other expenses payable by Borrower and the other Loan Parties to the Administrative Agent and
the other Secured Parties under the Second Lien Credit Agreement and the other Loan Documents) are as
set forth below and such amounts are not subject to any offset, counterclaim or defense by any of the
Loan Parties: -

Principal Amount of Loans: $153,218,764.07

{ii) the accrued but unpaid interest at the non- _default rate in respect of the

Loans (referred to above as the Required Interest Payment) are as set forth below and such amounts are
not subject to any offset, counterclaim or (icfonse by any of the Loan Parties:

Accrued Interest (at non-default rate) - Loans: | $2,838,661.23

AGREEMENTS:

NOW THEREFORE, in consideration of the premises herein contained and other good and
valuable consideration, the receipt, adequacy and sufficiency of which are hereby acknowledged, the
parties hereto, intending to be legally bound, agree to the above Recitals and Acknowledgments, and
further agree as follows:

1. Dﬁp‘i_l_l_l_i_glg_rgs Capitatized terms not otherwise defined herein shall have the meanings
ascribed to them in the Second Lien Credit Agreement. In addition, the following terms, for the purposes
of this Agreement, shall have the following meanings:

(a) “Agreement FEffective Date™ has the meaning assigned in Section 4 hereof.

(b) “Partial Interest Amount” means an aggregate amount of $350,000, paid pursuant
to Section 4(c) of the First Extension Agreement on April 9, 2014, which Partial Interest Amount
was applied to reduce the outstanding amount of the Required Interest Payment.

() “Projections” means preliminary financial forecast for fiscal year ended March
31, 2015 (prepared on a quarterly basis), March 31, 2016 and March 31, 2017 detailed by
business segment and which would include all major assumptions in connection with formulating
such Projections and detail on revenue and cost initiatives and to include projected professional

fees and expenses.

() “Second Extended Cure Date™ means 3:00 p.m. (New York City time) on the
earlier to occur of (i) May 30, 2014, and (i) the date of the occurrence of any Termination Event.
For the avoidance of doubt, any cure period set forth in Section 8.01(a) of the Second Lien Credit
Agreement shall not apply with respect to the Required Interest Payment and such amount (less
the Partial Interest Amount) shall be due and payable in full by no later than the Second Extended
Cure Date.
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(e) “Transaction Agreement” means the transaction agreement to be negotiated and
settled by and among Borrower, Holdings, the other Loan Parties, the Administrative Agent, and
the Lenders,

@ “Termination Event” means the occurrence of any of the following: (i) any
representation or warranty made or deemed made by Botrower, Holdings or any other Loan Party
in this Agreement shall be false, misleading or etroneous in any material respect when made or
deemed to have been made, (ii) Borrower shall fail to perform, observe or comply timely with
any covenant, agreement or term contained in this Agreement, including Section' 3 hereof, (iii)
any Default or Event of Defauli, other than the Potential Event of Default until the Second
Extended Cure Date, shall ocour under the Second Lien Credit Agreement or any of the other
Loan Documents, (iv) any event or condition occurring after March 31, 2014 which shall
constitute a Material Adverse Effect, (v) an Event of Default under.the First Lien Credit
Agreement and (vi) failure to make any payment required to be made under this Agieement
including under Section 5 hereof. :

2. @ Extension.

(a) Effective on (and subject to the ocourrence of) the Agreement Effective Date and
notwithstanding any provision of the Second Lien Credit Agreement to the contrary, in
accordance with the terms and subject to the conditions of this Agreement, the Administrative
Agent and the Lenders party hereto, for themselves and on behalf of their permitted successors
and assigns, hereby agree to the Second Extension of the Cure Period for the Required Interest
Payment, and for no-other purpose, to the Second Extended Cure Date.

(b) On and after 5:00 p.m. (New York City time) on the Second Extended Cure Date,
unless the Required Interest Payment (less the Partial Interest Amount that has been paid on April
9, 2014) has been received by such time and date, then, the Administrative Agent and the
Lenders’ agreement hercunder shall terminate automatically without further act or action by the
Administrative Agent or the Lenders. Borrower, Holdings and the other Ioan Parties expressly
acknowledge and agree that the effect of such termination will be to permit the Administrative
Agent and the other Secured Parties to exercise any and all rights and remedies available to them
under the Loan Documents and this Agreement, at law, in equity, or otherwise without any
further lapse of time, expiration of applicable grace periods, or requirements of notice,

3. . Covenants.

(a) Holdings and Borrower shall deliver to the Administrative Agent the Projections
not later than May 10, 2014. The Projections shall be prepared by the Borrower in reasonable
detail and shall fairly present the contents intended to be included therein; provided that if the
Administrative Agent notifies the Borrower that the Projections are not reasonably satisfactory to
the Administrative Agent (and provides a reasonable basis therefor), senior management of the
Borrower shall in good faith make themselves available to discuss with the Administrative Agent
(or its representatives) such concerns in accordance with clause (d) below within three (3)
Business Days of delivery of such notice by the Administrative Agent.

(b The form of the Transaction Agréement shall have becn delivered by each of the
parties thereto not later than May 12, 2014,
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(e) The Lenders and the Administrative Agent agree that the date for delivery of the
Projections set forth in clause (a) above, may be extended by the Administrative Agent in its sole
discretion,

() Senior management of Borrower and Holdings shall be available, including by
teleconference, at reasonable times and upon reasonable notice to discuss matters relating to
Borrower’s business, including the documents and materials delivered under clause (2) above.

4, Effectiveness. This Agreement shall become effective as of April 30, 2014 (the

“Agreement Effective Date™), so long as all of the following conditions have been satisfied:

{a) The Administrative Agent shall have received this Agreement duly executed and
delivered (or counterparts hereof) by the Administrative Agent, the Lenders party hereto and
Borrower and each of the other Loan Parties, in each case, (whether the same ot different:
counterparts) and shall have delivered (including by way of facsimile or other clectronic
transmission) the same to Paul Hastings LLP, 75 Bast $5th Street, New York, NY 10022,

—Attention:—Sanjay-Thapar {sanjaythapar@paulhastings-com;- facmmllefnumber 212-230-7760 1 e

U.S, counsel to the Administrative Agent.

(b} The representations and warranties of or on behalf of the Loan Parties in this
Agreement shall be true and correct on and as of the Agreement Effective Date.

{¢) The Administrative Agent shall have received from Borrower a certificate
executed by a Responsible Officer of Borrower, certifying compliance with the requirements of

preceding clause (b) and clause (e) below,

(d) On the Agreement Effective Date and after giving effect to this Agreement, no
Default or Event of Default shall have occurred and be continuing.

5. Expenses. On or before 5:00 pum. (New York City time) on Mdy 6, 2014, the Borrower
shall pay to the Administrative Agent all of its costs, fees and expenses in connection with this
Agreement (including, without limitation, reasonable legal fees and expenses of Shearman & Sterling
LLP, previous ULS, counsel for the Administrative Agent, Paul Hastings LLP, U.S. counsel for the
Administrative Agent, Thornton Grout Finnigan LLP, Canadian counsel for the Administrative Agent,
and CDG Group, financial advisor to the Administrative Agent and its counsel).

6. Representations and Warranties. To induce the Administrative Agent and Lenders
enter into this Agreement, Borrower, Holdings and other Loan Parties hereby, jointly and sevcmllv
represent and warrant that:

{a) The execution, delivery and petrformance of this Agreement by each Loan Party:
(i) are within such Loan Party’s organizational power; (if) have been duly authorized by all
necessaty or proper organizational action; (iil) do not contravene any provision of any Loan
Party’s charter or bylaws or other constituent documents; {iv) do not violate any law or
regulation, or any order or decree of any court or Governmental Authority; (v) do not conflict
with or result in the breach or tenmination of, constitute a default under or accelerate or permit the
acceleration of any performance required by, (A) any material indenture, mortgage, deed of trust
or lease to which such Person is a party or by which such Person or any of its property is bound,
or (B) arry agreement or other instrument to which such Person is a patty or by which such person
or any of its property is bound; (vi) do not result in the creation or imposition of any Lien upon
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any of the property of any Loan Party; and (vii) do not require the consent or appiova] of any
Governmental Authority or any other Person;

(b) This Agreement has been duly executed and delivered by or on behalf of each
Loan Party; C

(c) Each of this Agreement and the Second Lien Credit Agreement constitutes a
fegal, valid and binding obligation of cach Loan Party enforceable against each Loan Party in
accordance with its terms, except as enforceability may be limited by applicable bankruptcy,
insolvency, reovganization, moratorium or similar laws affecting creditors’ rights genelally and
by general equitable principles (whether enforcement is sought by proceedings in cquity or at
law);

(d) After giving effect to this Agreement, no Default or Event of Def’lult has
occurred and is contmumv on the Agreement Effective Date; and

{e) No action, claim or proceeding is now pending or, to the knowledge of any Loan
Party, threatened against any Loan Party, at law, in equity or otherwise, before any court, board,
commission, agency or instrumentality of any federal, state, or local governiment or of any agency
or subdivision thereof, or before any arbitrator or panel of arbitrators, which challenges any Loan
Party’s right, power, or competence to enter into this Agreement, or to perform any of its
obligations under this Agreement, the Second Lien Credit Agreement or any other Loan
Documenis, or the validity or enforceability of this Agreement, the Second Lien Credit
Agreement or any other Loan Documents or any action taken under this Agreement, the Second
Lien Credit Agreement or any other Loan Document. To the knowledge of any Loan Party, there
does not exist a state of facts which is reasonably likely to give rise to such proceedings.

i
!
|
i
|
|
!
|
i
-

7. Reference 1o and BEffect on the Second Lien Credit Agreement and the Loan Documents.

(a) Except as expressly provided herein (i) the Second Lien Credit Agreement and
the other Loan Documents shall be unmodified and shall continue to be in full force and effect in
accordance with their terms and are hereby in all respects ratified and confirmed, (ii) the consents :
and agreements of the Administrative Agent and Lenders set forth herein shall be limited strictly ;
as written and shall not constitute a consent or agreement to any tramactmn not specifically
described in connection with-any such consent and/or agreement, and (iii) this Agrecement shall |
not be deemed an amendment or waiver of any term or condition of any Loan Document and
shall not be deemed to prejudice any right or rights which the Administrative Agent or any
Secured Party may now have or may have in the future under or in connection with any Loan
Document or any of the instruments or agreements referred to therein, as the same may be
amended fiom time to thne. :

(b) . The execution, delivery and effectiveness of this Agreement shall not, except as
expressly provided herein, operate as an amendment or waiver of any right, power or remedy of
any Lender or the Administrative Agerit under any of the Loan Documents, nor constitute a
waiver or amendment of any provision of any of the Loan Documents,

(c) This Agreement shall constitute a Loan Document.

8. GOVERNING LAW. THIS AGREEMENT SHALIL BE GOVERNED BY, AND
INTERPRETED IN ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK,
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9. Counterparts. This Agreement may be executed in any number of counterparts and by
the different parties hereto on separate counterparts, each of which counterparts when executed and
delivered shall be an original, but all of which shall together constitute one and the same instrument. A
complete set of counterparis shall be lodged with Borrower.and the Administrative Agent. Delivery by
facsimile or clectronic transmission (including .PDF) of an executed counterpart of a signature page to
this Agreement shall be effective as delivery of an original executed counterpart of this Agreement.

[SIGNATURE PAGES FOLLOW)]
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N WITNESS WHEREOF, the parties hereto have caused this Agreement (o be duly executed
and delivered as of the day and year first above written. Ve '
. / ﬁ

NELbON EDUCATION LTD./as Borrower

Name M4 CIL g //}rwq )

Title___ S\¢ it e OO

NELSON | 4DU€"AIION HOLDINGS LTD.

By “’_“\. | @/

Name ‘)J\ e\mmw " l:» ot

A
g s e ;
Title ¥ U nevee e ( ﬁ\wk“&\\ wf
6325684 ¢ ‘ ‘

[Sighature Page to Second Grace Period Extension Agreement]
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ROYAL BANK OF CANADA, sy Administrative Agent
and Celfateral Agent
. ,.«‘fﬁf’f((

, T Pl
By {; Y aeitand

s
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Schedule “D”

(see attached)



CONSENT AND SUPPORT AGREEMENT

This consent and support agreement dated as of July 7, 2014 (this “Agreement”) is
enfered mto by and among: () NELSON EDUCATION LID. (the “Borrower”), NELSON
EDUCATION HOLDINGS LTD. (“Holdings”); and OCP TN HOLDINGS LIMITED (“OCP”,
collectively with the Borrower and Holdings, the “Companies”, and referred to collectively as
the “Company”); and (i) the undersigned LENDER (the “Consenting Lender”, and each of the
Companies and the Consenting Lender, a “Party”, and collectively, the “Parties”).

RECITALS

. WHEREAS the Lender extended credit to the Borrower pursuant to that certain First
Lien Credit Agreement among the Bomower, Holdings, Royal Bank of Canada, as
Administrative Agent, Collateral Agent and Swing Line Lmder, as succeeded by Wilmington
Trust, National Association as Admmistrative Agent and Collateral Agent (the “First Lien
Agent”) and certamn other lenders paity thereto (the ‘Lenders”) dated as of July 5, 2007 (the
‘“First Lien Credit Agreement”; the obligations of the Companies under the Fust Lien Credit
Agreement and the other Loan Documents (as defined m the Fnst Lien Credt Agreement),
mcluding all principal, mterest, fee and ‘mdenmity obligations, are herein referred to as the
“Obligations™);

WHEREAS the Companies and certain Lenders, mcludmg the Consenting Iender, have
engaged m negotiations regardng restructurmg and refinancmg transactions with respect to the
capital structure of the Company, mcliding the Companies’ obligations under the Fist Lien
Credit Agreement, and desire to mmplement the terms and conditions (the “Transaction Terms”)
set forth i the term sheet attached hereto as Schedule A (the “Term Sheet”, and the transactions
contemplated thereby, the “Transactions”). Capitalized terms used and not otherwise defined
herem, mcluding Schedule B hereto, shall have the meanmgs assigned to such terms in the Term
Sheet or, as the case may be, the Fust Lien Credit Agreement;

WHEREAS the Companies mtend to effectuate the Transactions through a solicttation of
the Lenders to execute a Consent and Support Agreement m the form hereof (the “Consent
Solicitation”, with the Lenders executing a Consent and Support Agreement collectively referred
to herein as the “Consenting Lenders™) and, in the event the Consent Solicitation results in less
than wnanmous Lender approval, the Companies may effectuate the Transactions through an
Alternative Transaction Implementation Method;

NOW, THEREFORE, m consideration of the covenants and agreements contamed
herein, and for other valable consideration, the recept and sufficiency of which are hereby
acknowledged, each Party, mtending to be legally bound hereby, agrees as follows:

1. Transaction

The Transaction Terms as agreed among the Parties are set forth m the Term Sheet,
which is mcorporated herem and made a part of this Agreement. In the case of a conflict



between the provisions of this Agreement and the Term Sheet, the provisions of this Agreement

shall govern.

2. Represehtations and Warranties of the Consenting Lender

The Consenting Lender hereby represents and warrants to each of the other Parties (and
hereby ackpowledges that each of the other Parties is relymg upon such representations and
warranties) that:

@

it (or an affiliate or chent for which it has discretionary authority fo manage or
admmister Obligations under the Fist Lien Credit Agreement) i a legal or
bepeficial holder of loans under the Fist Lien Credit Agreement m the prmcipal
amount set out below its nmame on the signatwe pages hereof (together with the
related Obligations, mchiding accrued and wnpaid mterest -and fees under the Fmst
Lien Credit Agreement, its ‘Debt”, potwithstandmg anythmg to the contrary

®)

©

(d)

(e)

®

(2

herem:—forpurposes—of -this—Agreement “Debt”-of -the-Consentmg-Eender-shall not s

mchide Obligations held by the Consenting Lender m its capactty or to the exfent
of its holdings: (i) as a broker or market nnker of Obligations; or (i) as a
fiduciary or  other  representative  capacity  (collectively,  “Excluded
Obligations™));

as of the date hereof the Debt set out below its name on the signature pages
hereof constitutes all of the loans under the Fust Lien Credit Agreement that are
legally or beneficially owned by the Consenting Lender or which the Consentmg
Lender otherwise has the power to vote or dispose of other than Exchided
Obligations;

it has the authority to vote or direct the voting of its Debt;

its Debt is not subject to any liens, encumbrances, obligations or other restrictions
that would reasonably be expected to adversely affect the Consenting Lender’s
ability to perform its obligations under this Agreement;

it bas reviewed, or has had the opportunity to review, with the assistance of
professional and legal advisors of its choosing, sufficient mformation necessary
for the Lender to decide to consent to the Transaction Terms;

this Agreement has been duly executed and delivered by it, and, assummg the due
authorization, execution and delivery by the other Parties, this Agreement
constitutes the legal valid and binding obligation of the Consenting Lender,
enforceable m accordance with ifs terms, subject to laws of general application
and “bankruptcy, msolvency and other similar laws affecting creditors’ rights
generally and general prmciples of equity;

it is duly organized, validly existing and m good standmg under the laws of the
juisdiction of its organization and has all necessary power and authortty to
execute and deliver this Agreement and to perform its obligations hereunder;
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the execution, delivery and performance of this Agreement and the consunmmation
of the Transactions does not and shall not, (i) to the best of its knowledge (after
due inquuy), violate or conflict with any judgment, order, notice, decree, statute,
law, ordmance, rule or regulation applicable to it or amny of its subsidiaries or
properties or assets, (i) violate its certificate of mcorporation, bylaws or other
organizational docurents or those of any of its subsidiaries, or (i) conflict with,
1esult m a breach of or constitute (with due notice or lapse of time or both) a
default under any materml contractual obligations to which i or any of its
subsidiaries s a party, fo the extent such conflict, breach or default could
reasonably be expect to prevent or delay the consummation of the Transactions;
and

~ there is no proceeding, claim or mvestigation pendng before any Governmental
: Fntity, or threatened agaimst it or any of its properties that, individually or i the
. aggregate, woukl materially adversely affect is ability to execute and deliver this
" Agreement and to perform its obligations hereunder.

3. The Companies’ Representations and Warranties

Fach of the Companies hereby represents and warrants to the Consenting Lender (and
each of the Companies hereby acknowledges that the Consentmg Lender is relymg upon such
represenfations and watranties) that:

(@

(b)

(©)

(@)

it has reviewed, or has had the opportmity to review, with the assistance of
professional and legal advisors of #ts choosmg, sufficient mtonmtlon necessary
for such Company to decide to consent to the Transaction Terms;

this Agreement has been duly executed and delvered by i, and, assunmng the due
authorization, execution and delivery by the other Parties, this Agreement
constitutes the legal, valid and bmdmg obligation of such Company, enforceable
m accordance with 1its terms, subject to laws of general application and
bankruptcy, msolvency and other simlar laws affecting creditors’ rights generally
and general principles of equity;

it is duly orgamized, validly existing' and m good standmg uinder the laws of the
jurisdiction of its organization and has all necessary power and authortty to
execute and deliver this Agreement and to consummate the Transactions, subject,
if the Transactions are pursued by way of a Plan pusuant to Section Error!

 Reference source not found., to the approval of the Plan by the court having

jurisdiction over the Proceedmgs (the “Court™);

the execution, delivery and performance of this Agreement and the conswmnmation
of the Transactions does not and shall not, (i) to the best of its knowledge (after
due mquiry), violate or conflict with any judgment, order, notice, decree, statute,
law, ordmance, rule or regulation applcable to #t or any of its subsidiaries or
properties or assets, (i) violate its certificate of mcorporation, bylaws or other
organizational documents or those of any of its subsidiaries, or (i) other than as
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Consenting Tender Covenants and Consents
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disclosed to the Consenting Lender or is counsel m a separate written
comnmmication prior to the date hereof, .conflict with, result m a breach of or
constitute (with due notice or lapse of time or both) a default under any material
contractual obligations to which it or any of its subsidiaries is-a party, to the
extent such conflict, breach or default could reasonably be expected to prevent or
delay the consummation of the Transactions;

there is mo proceedmg, clamm or mvestigation pendmg before any Governmental
Entity, or threatened agamst it or any of its properties that, mdwvidually or m the
aggregate, would materially adversely affect #ts ability to execute and delver this
Agreement and to perform its obligations hereunder; and

the enfry mto this Agreement and the Transactions Terms have been approved by
its board of directors. '

@)

(b)

©

The Consenting Lender consents and agrees to the terms of and the transactions
contemplated by, this Agreement.

The Consenting Lender agrees that, durmg the period commencing with the date
of this Agreement and endng on the Expiy Date (as defined below), 1t shall not,
dwectly or idirectly, sell wuse, assign, transfer or otherwise dispose of
(“Transfer”) its Debt or any votmg mtferest therem, and that any purported
Transfer of its Debt or any voting mterest theren shall be void and without effect,
unless the transferee has executed a Consent and Support Agreement at or before
the time of the proposed Transfer. This Agreement shall m no way be construed
to preclide the Consenting Lender fiom acquwing additional Obligations under
the First Lien Credit Agreement (“Additional Debt”); provided, however, that
such Additional Debt shall automatically and mmvediately upon acquistion by the
Consenting Lender be deemed to constitute Debt of the Consentmg Lender
hereunder, subject to all of the terms of this Agreement, whether or not notice of
such acquisition is given fo the Company or the Fust Lien Agent.

The Consenting Lender agrees that, wtil the Expiry Date, it:

6 irevocably consents to the Transactions and the Transaction Terms m
- respect of all its Debt;

(i1) shall not support or take any action that is mtended or would reasonably
be expected to mpede, mterfere with, delay or postpone the Transactions;
and

(i)  shall use commercially reasonable efforts to support the Fust Lien Agent
and i#ts advisors i comnection with the consummation of the Transactions
through an amendment and restatement of the Fust Lien Credt
Agreement, as described in the Term Sheet, and through the negotiation
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and implementation of all ancillary documents necessary to consummate
the Transactions.

The Consenting Lender agrees, subject at all tunes to Section 9:

(i)  to the existence and terms of this Agreement, the Transactions and the
Transaction Terms bemg set out m any public disclosure, mcluiding,
without lmitation, - press releases and cowt materials, produced by the
Companies at the discretion of the Companies m furtherance of the
Transactions; provided, the Companies shall use commercially reasonable
efforts to provide advance copies of any such disclosures to the Fist Lien
Agent and, m any event, acknowledge that the mitial press release or
public disclosure regarding the Transactions shall be subJect to Section
5(a) below; and

()  to this Agreement bemg filed and/or available for mspection by the public
to the extent required by law.

The Consenting Lender agrees that at the Effective Time and provided that the
releases described m Section 5(b) smmiltaneously become filly effective and
enforceable, the Companies and their respective subsidiaries and affiliates and
their respective present and former shareholders, officers, dmectors, employees,
advisors (ncliding, without lmitation, financial advisors), legal counsel and
agents (collectively, the “Company Released Parties”) wil be released and
discharged  (by way of a separate release to be executed by the Consentmg
Lender, a Court order, a combmation of the foregomg or otherwise) fom all
present and fiture actions, causes of action, damages, judgments, executions, and
chims nchdng, without limitation, m comnection with all matters related to the
First Lien Credit Agreement, the other Loan Documents and the transactions
conternplated herem; provided that nothing m this paragraph will release or
discharge any of the Company Released Parties from or m respect of (i) ther
obligations to the Consentng Lender under the agreements executed to implement
the Transaction Terms (mchiding without hmitation the New Fust Lien Credit
Agreement) or (i) clamns m respect of such Company Released Party’s own fraud
if the Company Released Party 15 adjudged by the express terms of a judgment
rendered on a fmal determination on the mertts by a cowt of competent
jurisdiction to have committed fraud.

5. Companies’ Covenants

(@)

The Companies agree that, once this Agreement has become effective and bmdmng
on the parties hereto, the Companies will, in a tmely manner, cause to be issued a
press release or othel public disclosure that discloses the material provisions of
the Transaction Terms (subject to Section 9) m a form 1easonably satisfactory to
the First Lien Agent, i bemg unde1stood that nothmg contained i this Ageement
is intended to, or shall restrict the Companies from making any disclosures fo the
extent 1equned by law.
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The Companies agree that at the Effective Time and provided that the releases
described i Section 4(e) smmltaneously become fully effective and enforceable,
the Consenting Lender and the Fust Lien Agent, together with thewr respective
subsidiaries and affiliates and their respective present and former shareholders,
officers, directors, employees, adwvisors' (melidmg, without hmitation, financial
advisors), legal counsel and agents (collectively, the “Lender Released Parties”)
will be released and discharged (by way of a separate release to be executed by
the Companies, a Court order, a combination of the foregoing or otherwise) fiom
all present and futwe actions, causes of action, damages, judgments, executions,
and claims ichiding, without limitation, m comnection with all matters related to
the First Lien Credit Agreement, the other Loan Documents and the transactions
contenplated herem; provided that pothing m this paragraph will release or
discharge any of the ILender Released Parties fiom or m respect of thew
obligations wnder the agreements executed to mmplement the Transaction Terms or
fiom any claims i respect of such Lender Released Parties’ own fiaud if the

©

Cy

(e)

Lender Released Party is adjudged by the express terms of a judgment rendered
on a imal determmation on the merits by a cowt of competent jurisdiction to have
commited fraud.

The Companies agree to use ther commercially reasonable efforts to, as promptly

as practicable followmg the effective date of this Agreement, solicit the requisite

approvals for and consunmmate the Transactions, mchding through the Consent
Solicitation and the solicttation of the Second Lien Lenders, and through the
negotiation and mmplementation of an amended and restated Fust Lien Credit
Agrecment and . all - ancillary docwments necessary to . consummate . the
Transactions.

Except as otherwise expressly provided m this Agreement, each of the Companies
agrees that, fiom the date of this Agreement wntl the Expny Date, it shall use its
commercially reasonable efforts to operate its busmesses and mamtam its assets,
preserve its busimess and goodwill nnmtam and renew its permits and hcenses,
keep available the service of its officers and employees, preserve its relationships
with suppliers and other constituencies, mamtam its books and records and pay its
obligations as they come due, m each case mn the ordinary course of busiess,
consistent with past practice; and

Fach of the Companies fimther agrees that it shall not support any action that is
mtended or would reasonably be expected to mupede, mterfere with, delay or
postpone the Transactions.

Good Faith Ne egotiation of Documents

(a)

The Parties shall cooperate with each other m good faith m respect of (i) the
timely satisfiction of conditions with respect to the effectiveness of the
Transactions; (i) all matters concerning the mmplementation of the Transactions;
and (iii) the pursuit and support of the Transactions. Furtbermore, subject to the
terms hereof each of the Parties shall take such action as may be reasomably
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necessary to camry out the pwposes and mtent of this Agreement, mchidmg
making and filing any required regulatory filings (subject to Section 10(g)).

Fach Party covenants and agrees to negotiate (or n the case of the Consenting
Lender, to support the First Lien Agent m negotiatmg on the' Consenting Lender’s
behalf) the defmitive documents relating to the Transactions' m good fath and
consistent with the Term Sheet, and to promptly advise the other Parties of any
breach of any representation or warranty or the occurrence of any termination

" event set out i Section 8 hereof of which it becomes aware.

7. Alternative Transaction Implementation Method

(@)

In the event that Lenders holding less than 100% of the Debt become party to a

. Consent and Support Agreement on or prior to July 17, 2014, or such other date

as conmumicated by the Companies, the Companies may, at the discretion of the

Companies, proceed with the Transactions by way of

(either

(b)

6] a forbearance agreement on terns acceptable to the Companies and the
Fiust Lien Agent (the “Forbearance™); or

(11) if the Companies receive the separate consent of the Majority Consentng
Lenders to commmence a proceedng under the Canada Business
Corporations Act (the “CBCA”) to mnplement the Transactions, a plan of
arrangement under the CBCA mcorporating the Transaction Terms and
such other terms as may be acceptable to the Majority Consenting Lenders
and the Companies (the “Plan”),

() or (i) above being an “Alternative Transaction Implementation Method”).

If the Companies pusue the completioil of the Transactions by way of a
Forbearance pursuant to this Section 7:

o () the Conselﬁﬁlg Lender hereby irevocably consents to the miplementation

of the Forbearance in respect of all its Debt; and

(i) the Forbearance shall be binding on all Lenders upon obtammg the
requisite lender approval required under the Fist Lien Credit Agreement.

If the Companies pursue the completion of the Transactions by way of a Plan
pusuant to this Section 7:

(1) the Plan shall bind all Lenders to the Transaction Terms pursuant to the
CBCA; ,

(i)  the Companies shall provide draft copies of all motions, applications,
documents and pleadmgs the Companies mtend to file with the Couwt to
counsel for the First Lien Agent at least three days prior to the date when
the Companies mfend to file such document (or, where circumstances
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make it mnpracticable to allow for three days’ review, with as pmch
opportunity for review as is practically possible m the circumstances) and
shall comsult m good faith with such counsel regardmg the form and
substance of any such proposed filing;

(i)  the Consentng Lender hereby agrees that if:

(A)

®)

————————(Toronto time) o the record—date forthe meeting of Tenders to-be

©

shall vote (or cause to be voted) all of its Debt in favour of the
approval, consent, ratification and adoption of the Plan, not change
or withdraw such vote, and not object, delay, mpede or take any
other action to mterfere with the approval consent, ratification and
adoption of the Plan;

shall, to the extent it effects a transfer or assignment of any of s
Debt m accordance with Section 4(b) hereof affer 500 pm

held to consider the Plan and is entitled to vote on the adoption and
approval of the Plan, vote all of its Debt that is the subject of the
fransfer on bebalf of the transferee m favour of the approval,
consent, ratification and adoption of the Plan; and

prospectively waives any Event of Default that may be deemed to
have occurted pwrsuant to Section 8.01 of the Fust Lien Credt
Agreement to the extent arising from the commencement and
continuation of the Proceedmngs m conformity with this Agreement
and m firtherance of the Transactions (but not, for the avoidance
of doubt, to the commencement or continuation of any other
proceeding under the CBCA or otherwise),

provided, however, that nothing contained herem shall lumt the ability of the
Consenting Lender (or any representative thereof) to appear and be heard
concerning any matter arisimg m the Proceedings so long as such appearance is
not mconsistent with the Consenting Lender’s obligations under this Agreement,
the terms of the Plan or the Transaction Terms.

Termination

This Agreement and the obligations of the Comnpanies and the Consentmg Lender
set out m this Agreement may (or i the case of subsection (v), shal
automatically) be terminated in the following manner and upon the eatliest to
occur of the following events (such earliest date bemg the “Expiry Date”):

8 by the Companies on two days’ written notice to the Majority Consenting
- Lenders;

(i)) - by the Majority Consenting Lenders by wiitten notice to the Compantes:
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(A) i the event the Companies pursue the completion of the
Transactions by way of an Alternative Transaction Implementation
Method pursuant to Section 7, the Effective Tine shall not have
occured by October 31, 2014, or such other date as the Companies
and the Majority Consenting Lenders may agree m writing, acting
reasonably; or

(B) upon a material breach of any representation, warranty, covenant
or other agreement of any Company set forth n this Agreement
which is mcapable of bemg cued or, if capable of cure, is not
cured within 10 days thereof, or such other date as the Companies
and the Majority Consenting Lenders may agree i writing, acting
reasonably; ' ,

(1) by the Consenting Lender as to itself by written notice to the Companies

and the First Lien Agent, if the Effective Time shall not have occured by
October 31, 2014, or such other date as the Companies and the Majority
Consenting Lenders may agree m writg, acting reasonably;

() by the Companies or the Majority Consenting Lenders by written notice
to, respectively, the First Lien Agent and the Companies, if an injunction,
judgment, order, decree, ruling or charge shall have been entered that
prevents the consummation of the Tramsactions n accordance with the
Term Sheet; and ' o

(v)  automatically upon the Effective Tmne.

(b)  Each Party shall be responsible and shall remam liable for any breach of this
Agreement by such Party occurring prior to the Expiry Date. No termmation fee
is payable under this Agreement. '

9. Confidentiality

The Companies agree, on ther own behalf and on behalf of ther Representatives
(defned below), to maintain the confidentiality of the identity and holdings of the Consenting
Lender; provided, however, that such mformation mny be disclosed: () to the Companies’
respective  directors, executives, officers, audttors, and employees and. financial and legal
advisors or other agents (collectively, referred to herem as the “Representatives”, and
mdividually, as a ‘Representative”) who have a need to know such mformation n connection
with the Transactions, provided that each such Representative is mformed of this confidentiality
provision; and (i) to the extent requwed by, (x) any subpoena, or other legal process, mchiding,
without hnutation, by the Cowrt or applicable rules, regulations or procedures of the Court, or (y)
any regulatory agency or authority. If the Companies or ther Representatives receive a -
subpoena or other legal process as referred to m cluse (i)(x) above i comnection with this
Agreement, the Companies shall provide the Consentmg Lender with prompt written notice of
any such request or requirement, to the extenf permissible and practicable under the
circumstances, so that the Consentng Lender may seek a protective order or other appropriate
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remedy or waiver of complance with the provisions of this Agreement. Notwithstandmg the
provisions m this Section 9: (a) the Companies may disclose the existence of and nature of
support evidenced by the Consent and Support Agreements m any public disclosure (nchiding,
without lLmitation, press releases and Cowrt materials) produced by the Companies at the
discretion of the Companies; provided (1) that m the context of any such public disclosure, only
the aggregate holdings of the Consenting Lenders may be disclosed (but not ther mdividual
holdings), (2) the Companies shall use commercially reasonably efforts to consult with the First
Lien Agent as to the form and content of any proposed public disclosure addressmg the Consent
and Support Agreements; (b) the Companies may disclose the holdmgs of the Consentmg Lender
m any action to enforce this Agréement or m an action for damages as a result of any breach
hereof and (c) the Compames may disclose, to the extent consented to i wiiting by the
Consentmg Lender; such Consenting Lender’s holdmgs.

10. Miscellaneous

T (a) The headings m this Agreement are for convemence of reference and are not part
of and are not mtended to govern, lmit or aid m the construction or mferpretation
of any term or provision hereof

(b) Unless the confext otherwise requires, words mmportmg the smgular shall mclude
the phral and vice versa and words mportmg any gender shall mchide all
genders.

(©) This Agreement (incliding the Term Sheet and the other schedules attached to
this Agreement) constifutes the entie agreement among the Parties and
supersedes all prior agreements and understandings, both oral and written, among
the Parties with respect to the subject matter hereof

(d) Except as otherwise expressly provided herem, for the puposes of this
Agreement, any matter requirmg the agreement, waiver, consent or approval of
the Consenting Lenders shall require the agreement, waitver, consent or approval
of the Majority Consenting Lenders. The Companies shall be entiled to rely on
written confimation from Willkie Farr & Gallagher LIP and/or Bennett Jones
LLP, counsel to the Fust Lien Agent, that the Majority Consentmg Lenders have,
or any Consentng Lender has, agreed, waived, consented to or approved a
‘particular matter.

(e) No fatwe or delay by any Party m exercising any right, power or privilege
hereunder shall operate as a waiver thereof nor shall any smgle or partial exercie
thereof prechide any other or further exercise.

(9 Any date, time or period referred to m this Agreement shall be of the essence
except to the extent to which the Parties agree m wiiting to vary any date, tune or
period, in which event the varied date, time or period shall be of the essence.

(2) The C ompanies acknowledge and agree that Sections 10.04 and 10.05 of the First
Lien Credit Agreement is applicable to the fees and expenses of the Fust Lien
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Agent m connection with the negotiation of this Agreement and to any claims for
mdenmity by the Consenting Lender in respect of this Agreement.

All notices and other commmmications which may be or are required to be given
pursuant to any provision of this Agreement shall be given or made mn writing and
shall be deemed to be validly given if served personmally or by facsimile
transmission, m each case addressed to the particular Party:

&) If to the Companies, at:

c¢/o Nelson Education Lid.
1120 Bachmount Road
Scarborough, Ontario M1K 5G4

Canada

Attention: Greg Nordal

Facsimile No.:  416.752.8101

E-mail: greg.nordal@nelson.com

With a required copy (which shall not be deemed notice) to:

Goodmans LLP
333 Bay Street, Sutte 3400
Toronto, Ontaric MS5H 2587

Canada

Attention: Robert J. Chadwick
Facsmile No.: 416.979.1234

E-mail: rchadwick(@goodmans.ca

(i)  If to the Fust Lien Agent:

Wilmington Trust, National Association
50 South Sixth Street, Suite 1290
Minneapolis, MN 55402

Attention: Jeffery Rose
Facsimile No.:612.217.5651
E-mail: jrose@wilmingtontrust.com
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With required copies (which shall not be deemed notice) to:

Willkie Farr & Gallagher LLP -
787 Seventh Avenue
New York, NY. 10019-6009

Attention: Paul Shaloub
Facsmiule No.:212.728 8111
E-mail: pshalhoub@wilkie.com

Bennett Jones LLP

Suite 3400, One First Canadian Place
P.O.Box 130

Toronto, Ontario M5X 1A4

Aftention: Kevin-J:- Zych
Facsumile No.:416.863.1716
E-mail: zychk(@bennettjones.com

(111}  Ifto the Consenting Lender at:
The address set forth for the Consenting Lender beside its signature.
With required copies (which shall not be deemed notice) to:

Wilkie Farr & Gallagher LLP
787 Seventh Avemue
New York, N.Y. 10019-6009

Attention: Paul Shaloub
Facsimile No.:212.728.8111
E-mail: pshalhoub@wilkie.com

Bemiett Jones LLP

Suite 3400, One Fist Canadian Place
P.O.Box 130

~Toronto, Ontario MSX 1A4

Attention: Kevm J. Zych
Facsmile No.:416.863.1716
E-mail: zychk(@bennettjones.com

or at such other address of which any Party may, from tine to time, advise the other
Parties by notice m writihg given in accordance with the foregomg. The date of recempt
of any such notice shall be deemed to be the date of delivery thereof

(D If any term or other provision of this Agreement is mvalid, legal or mcapable of
being enforced by any rule of law or public policy, all other conditions and
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provisions of this Agreement shall nevertheless remam m full force and effect.
Upon such determmation that any term or other provision is mvalid, illegal or
mcapable of being enforced, the Parties shall negotiate in good faith to modidy
this Agreement so as to effect the origmal itent of the Parties as closely as
possble m a nmtually acceptable mamner m order that the terms of this
Agreement remam as originally contemplated to the fullest extent possible.

The provisions of this Agreement shall be bmdmg upon and imwe to the benefit of
the Parties hereto and therr respective successors and permutted assigns, provided
that no Party may assign, delegate or otherwise transfer any of its rights, mterests
or obligations under this Agreement without the prior written consent of the other
Parties hereto.

All representations, warranties and covenants confaned m this Agreement on the
part of each of the Parties shall survive wmtil the Expiry Date, save and except for
the obligations of the Companies wnder Section 9 and the followmg Sections 10(D
and 10(m), which shall swvive after the Expiry Date.

This Agreement is governed by the laws of the State of New York and the federal
laws applicable therem. Fach Party submits to the jurisdiction of the courts of
competent jurisdiction in the State of New York m respect of any action or
proceeding relating to this Agreement. The Parties shall not raise any objection to
the venue of any proceedmgs m any such court, mcliding the objection that the
proceedings have beenbrought n an mconvetient forum

The Parties waive any right to trial by juy m any proceeding arising out of or
relating to this Agreement or any of the fransactions contemplted by this
Agreement, present or futwre, and whether sounding in contract, tort or otherwise.
Any Party may file a copy of this provision with any cowt as written evidence of
the knowing, vohmtary and bargained for agreement between the Parties
nrevocably to waive trial by jury, and that any proceedmg whatsoever between
them relating to this Agreement or any of the transactions contemplated by this
Agreement shall mstead be tried by a judge or judges sittmg without a jury.

The Consenting Lender agrees that it shall not make any public announcement or
statemment with respect to this' Agreement, the Term Sheet or the Transactions
without the prior written approval of the Companies. The Consenting Lender
acknowledges and agrees that this Agreement and all comnmmications and
statements with respect to the transactions contemplated by the Transactions or
any negotiations, terms of other facts with respect thereto are subject to the
confidentiality obligations contamed m Section 10.08 of the Fust Lien Credit

‘Agreement and constitute “Information” thereunder.

Except as otherwise expressly provided m this Agreement, all representations,
warranties, obligations, liabilities and mdenmities of each Company shall be jomt
and several "
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The Consenting Lender recognizes and acknowledges that this Agreement 1 an
mtegral part of the Transactions, and accordmgly acknowledges and agrees that a
breach by the Consentmg Lender of any covepants or other commitments
contaiped m this Agreement will cause the Companies to sustam mjury for which
they would not bhave an adequate remedy at law for monetary damages.
Therefore, the Parties agree that m the event of any such breach, the Companies
shall be entitled to the remedy of specific performance of such covenants or
commitments and prelimmary and permanent mpuctive and other equitable rehef
m addition to any other remedy to which it may be entitled, atlaw or m equity.

This Agreement may be executed by facsimile or other electronic means and m
one or more cownterparts, all of which shall be considered one and the same
agreement.

This Agreement s only for the benefit of the Parties hereto and nothng m this

(s)

Agrecment, express or iphed, 15 mtended or shall be constroed to confer upon
any person or entity other than the Parties any rights or remedies, and no person
or entity other than the Parties shall be entitled to rely m any way upon this
Agreement.

Except as expressly provided m this Agreement, nothmg herem is mtended to, or
does, or shall be deemed m any manner to waive, limit, mpair or restrict any right
of the First Lien Agent or the Consentmg Lender under the First Lien Credit
Agreement and the Toan Documents, nor to amend or waive any provision of the
Fust Lien Credit Agreement mn any maunner. Without lmutation of the foregomg,
if the Tramsactions are not consmmmated, or if this Agreement i termmated for
any reason, the Parties each fully reserve any and all of them rights and remedies
i respect of the First Lien Credit Agreement.

[Remainder of this page intentionally left blank; next page is signature page]
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July 7.2014 ' PRIVATE AND CONFIDENTIAL
WITHOUT PREJUDICE

NELSON EDUCATION LTD.
FIRST LIEN CREDIT FACILITIES
OUTLINE OF CERTAIN KEY TERMS AND CONDITIONS

This sunnnary of terms and conditions (the “First Lien Term Sheet ") is non-binding and is intended for
discussion purposes only and does not constitute an offer, agreement or commitment to extend credit or
provide any financing, nor any agreement to modify, amend, waive or forbear in respect of any of the
terms of the Existing First Lien Credit Agreement (as defined below) or any related credit or security
document. This First Lien Term Sheet is not exhaustive or definitive as to the terms and conditions which
would govern any transactions referved to herein. No term provided herein shall be effective unless and
until definitive agreements are entered into by the applicable parties and such definitive agreements
become effective in accordance with their terms.

Capitalized terms used herein but not otherwise defined herein have the meaning ascribed to them in the

First Lien Credit Agreement dated as of July 5, 2007 among Nelson Education Ltd., Nelson Education

Holdings Ltd., Roval Bank of Canada as administrative agent, collateral agent and swing line lender, and

the ob’zer lenders party thereto (as such agreement has been and may be amended from time to time, the
“Existing First Lien Credit Agreement”).

This First Lien Term Sheet is proffered in furtherance of settlement discussions, and is entitled to the
protections of Federal Rule of Evidence 408 and any other applicable statutes or doctrines protecting the
use or disclosure of confidential information and information exchanged in the context of settlement
discussions.

I.  PARTIES
BORROWER: Nelson Education Ltd. (the “Borrower™)
HOLDINGS: Nelson Education Holdings Ltd. (“Holdings™)

ADMINISTRATIVE AGENT AND Wilmington Trust, National Association {the “Agent™)
COLLATERAL AGENT:

LENDERS: Lenders under the Existing First Lien Credit Agreement (the

“First Lien Lenders™)
FIRST LIEN STEERING The ad hoc committee of First Lien Lenders represented by
COMMITTEE: Willkie Farr & Gallagher LLP and Bennett Jones LLP (the

“First Lien Steering Committee™)

II. TERMS
PRINCIPAL OUTSTANDING: Obligations under the Existing First Lien Credit Agreement to

be fully restated and unaffected.

MATURITY: - » December 31, 2017, subject to early termination provisions.



INTEREST RATE:

EFFECTIVE DATE:

CONDITIONS PRECEDENT
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7% per annum cash interest to be paid monthly in arrears.

The transactions contemplated by this First Lien Term Sheet
(the “Transaction™) shall become effective on (i) the date of
implementation of the Transaction with the consent of 100%
of the First Lien Lenders, or (ii) if the Transaction is
implemented pursnant to an Alternative Transaction
Tmplementation Method, the date such method effectuates the
Tlansacnon (“Effective Date”).

Usual and customary closing conditions for transacnons of
this type, including but not limited to:

Receipt by the Agent of definitive legal documentation (the
“Definitive Documents”) implementing the Transaction,
which Definitive Documents shall be in form and substance
acceptable to the Borrower and the Agent',

Receipt by the Agent of an agreement containing terms and
conditions relating to the resolution of the indebtedness
outstanding under the existing Second Lien Credit Agreement
in form and substance acceptable to the Borrower and the
Agent (including no cash payment of interest to lenders under
the Second Lien Credit Agreement).

Payment on the Effective Date of the First Lien Eairly Consent
Consideration.

Payment on the Effective Date of the Implementation
Paydown.

On the Effective Date, or such later date as agreed to by the
Agent and the Borrower, a person acceptable to the Agent
shall be appointed to serve as an observer to the Borrower’s
board of directors and any and all board conumittees (the
“Observer”), subject to customary confidentiality provisions.

Customary regulatory approvals.

Receipt by the Agent of all accrued and unpaid interest and
any other fees owing to the First Lien Lenders and the Agent
under the Existing First Lien Credit Agl eement, to be paid in
full in cash.

Payment by the Borrower of all accrued and unpaid expenses
of the Agent and the First Lien Lenders, including the

! When in this First Lien Term Sheet a matter requires the acceptanice or agreement of the Agent, it shall require the
acceptance or agreement of First Lien Lenders holding a majority of the principal amounts outstanding under the
Existing First Lien Credit Agreement or under the amended First Lien Credit Agreement, as applicable.



EARLIER MATURITY DATE:

GUARANTEES:
SECURITY:

-MANDATORY PREPAYMENTS:

professional fees and expenses of Willkie Farr Gallagher
LLP, Bennett Jones LLP and AlixPartners, that have been
invoiced prior to the Effective Date.

From and after July 5, 2015 and until September 5, 2015, right
of 66 2/3% of the First Lien Lenders to accelerate to an earlier
matwrity date to December 31, 2015.

Substantially the same as under the Existing First Lien Credit
Agreement (other than Groupe Modulo Inc.).

Substantially the same as under the Existing First Lien Credit
Agreement.

Substantially the same as under the Existing First Lien Credit
Agreement, with such changes as shall be agreed upon by the
Bomrower and the Agent )

VOLUNTARY PREPAYMENTS
AND REPURCHASES:

REPAYMENT:

EXCESS CASH FLOW SWEEP:

REPRESENTATIONS AND

WARRANTIES:

AFFIRMATIVE COVENANTS:

Voluntary prepayments allowed at any time as under the
Existing First Lien Credit Agreement.

Repayable at par at any time prior to the Maturity Date.

Excess cash flow sweep to be agreed upon by the Borrower
and the Agent. ' '

Substantially the same as under the Existing First Lien Credit
Agreement, subject to amendment for current status.

Substantially the same as under the Existing First Lien Credit
Agreement, with such changes as shall be agreed upon by the
Borrower and the Agent. In addition:

The Operating Agreement between the Borrower and
Cengage Learning Inc. (formerly Thomson Learning Inc.)
(“Cengage™) dated January 1. 2007 and the Master Services
Agreement between the Borrower and Cengage dated July 5.
2007, as amended from time to time, (i) shall remain in full
force and effect, and (ii) shall not be materially amended,
modified or supplemented without the consent of the Agent.
If a notice of non-renewal of the Operating Agreement has
been received by the Borrower from Cengage, then from and
after April 1, 2017, 66 2/3% of the First Lien Lenders shall
have the right to accelerate to an earlier maturity date on thirty
(30) days® written notice to the Borrower. If the Operating
Agreement is terminated, then 66 2/3% of the First Lien
Lenders shall have the right to accelerate to an earlier maturity
date on thirty (30) days’ written notice to the Borrower.

An additional independent director. acceptable to the Agent
and the Borrower, shall be appointed to the board within
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thirty (30) days of the Effective Date, or such later date as
agreed to by the Agent and the Borrower.

Borrower shall provide financial statements monthly within
fifteen (15) calendar days after the end of each calendar
month to the Agent, subject to confidentiality restrictions.

Within fifteen (15) days following the Effective Date, or such
later date as agreed to by the Agent and the Borrower, the
Borrower shall retain an operational consultant or officer who
shall focus on operational and cost efficiencies and business
improvement opportunities who shall report to the CEO and
the Borrower’s board of directors (the “Operational Third
Party”). The Operational Third Party, and the terms of the
Operational Third Party’s engagement, shall be acceptable to
the Agent and the Borrower. Borrower shall cooperate with
the Operational Third Party, and the Agent and the First Lien
Lenders shall be provided reasonable ~access to the
Operational Third Party, who shall be available for periodic
update calls with the Agent and the First Lien Lenders and
provide such information and updates as may be reasonably
requested by the Agent or the First Lien Lenders.

Borrower’s CEO and CFO shall be available for periodic
update calls with the Agent and the First Lien Lenders and
provide such information and updates as may be reasonably
requested by the Agent and the First Lien Lenders, subject to
confidentiality restrictions.

On or before the date that is ninety (90) days from the
Effective Date, or such later date as agreed to by the Agent
and the Borrower, the Borrower shall deliver to the Agent a
copy of an operational plan (the “Operational Plan™)
prepared by the Operational Third Party, and a timeline for
implementation of the Operational Plan, subject to
confidentiality restrictions.

On or before the date that is thirty (30) days from the
Effective Date, or such later date as agreed to by the Agent
and the Borrower, the Borrower shall retain an investment
bank (the “IB™), on terms acceptable to the Agent, to review
strategic and refinancing alternatives.

The Operational Third Party shall provide the Agent with
monthly updates regarding the Operational Plan, including
with respect to savings achieved under the Operational Plan
and any potential additional cost saving.measures that may be
appropriate to implement. The IB shall provide the Agent
with monthly updates.

Borrower shall deliver to the Agent a copy of a long-term



EXTENSION OF MATURITY
DATE:

NEGATIVE COVENANTS:

FINANCIAL COVENANTS:

business plan for the Borrower on or prior to December 31,

. 2014, or such later date as agreed to by the Agent and the

Borrower, reviewed by the Operational Third Party and
approved by the Borrower’s board of directors. subject to
confidentiality restrictions.”

From and after April 1, 2017, right of 66 2/3% of the First
Lien Lenders to extend the maturity date up to a maximum of
1 year on ninety (90) days’ written notice to the Borrower.

Substantially the same as under the Existing First Lien Credit
Agreement, with such changes as shall be agreed upon,
including with respect to material transactions.

To be mutually agreed upon by the Borrower and the Agent.

~UNRESTRICTED - SUBSIDIARIES:  Substantially the same as under the Existing First Lien Credit

EVENTS OF DEFAULT:

DEFAULT RATE:

VOTING:

COST AND YIELD PROTECTION:

MANAGEMENT INCENTIVE
PLAN:

ASSIGNMENTS AND
PARTICIPATIONS:

EXPENSES AND
INDEMNIFICATION:

Agreement.

Substantially the same as under the Existing First Lien Credit
Agreement.

Any principal or interest payable under or in respect of the
Existing First Lien Credit Agreement not paid when due shall,
to the extent permitted by law, bear interest at the applicable
interest rate plus 2% per annum.

Except as provided herein. substantially the same as under the
Existing First Lien Credit Agreement.

Substantially the same as under the Existing First Lien Credit
Agreement, with such changes as shall be agreed upon
(including updating for Dodd-Frank and Basel IIT).

A management incentive plan and key management
employment agreements shall be in place on terms acceptable
to the Borrower and the Agent within ninety (90) days
following the Effective Date, or such later date as agreed to by
the Agent and the Borrower.

Substantially the same as under the Existing First Lien Credit
Agreement.

Substantially the same as under the Existing First Lien Credit
Agreement. :

? The agent under the Second Lien Credit Agreement shall have the same access to Borrower’s CEO and CFO, the
Operational Third Party, the IB, the Operational Plan and the business plan as the Agent.



OTHER TERMS:

RELEASES, ETC.

GOVERNING LAW AND FORUM.:

L. IMPLEMENTATION

DEFINITIVE DOCUMENTS:

CONSENT SOLICITATION:

ALTERNATIVE TRANSACTION
IMPLEMENTATION METHOD:

CONSENT AGREEMENT AND |
EARLY CONSENT
CONSIDERATION:
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Other terms generally consistent with the Existing First Lien
Credit Agreement and as agreed to by the Borrower and the
Agent. .

Usual and customary for transactions of this nature, including,
but not limited to, that each of the Loan Parties, their
respective successors and assigns, shall: (i) release the First
Lien Lenders and the Agent from all actions, causes of action,
damages, judgments, executions, and claims arising under the
Existing First Lien Credit Agreement, the other Loan
Documents and the transactions contemplated thereby and
hereby on or prior to the Effective Date; (i) affirm and
acknowledge indebtedness owed and ratify and affirm liens
and secwrity interests; and (iii) ratification of all liens and
guarantees.

New York,

The. Definitive Documents implementing the Transaction
shall be in form and substance acceptable to the Agent.

Seek consent of 100% of the First Lien Lenders,

In the event the required consents are not obtained, the
Borrower may elect to effectuate the Transaction by way of a
forbearance agreement on terms acceptable to the Borrower
and the Agent (the “Forbearance™) or by way of a plan of
arrangement (the “Canadian Plan of Arrangement”) to be
filed under the Canada Business Corporations Act (the
“CBCA”) in each case subject to the terms of the First Lien
Lender Consent Agreentent executed by the Consenting First
Lien Lenders (each an “Alternative Transaction
Implementation Method”).

Consenting First Lien Lenders (“Consenting First Lien
Lenders™) who sign a consent and support agreement in formn
reasonably satisfactory to the Borrower (each a “First Lien
Lender Consent Agreement™) by the Early Consent Date
(the “Early Consenting First Lien Lenders”) will receive on
the Effective Date a consent fee of 5% of the outstanding
principal amounts of the first lien tenmn loans owing to the
Early Consenting First Lien Lender as of the Early Consent
Date (the “First Lien Early Consent Consideration™) to be
paid in additional first lien term loans on the Effective Date
prior to the determination of the Implementation Paydown.
Early Consenting First Lien Lenders shall also be entitled to
receive their First Lien Early Consent Consideration in the
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event the Bomrower elects to implement the Transaction
pursuant to an Alternative Transaction Implementation
Method upon implementation of the Transaction.

In order to be a Consenting First Lien Lender under a First
Lien Lender Consent Agreement, such Consenting First Lien
Lender will be required to agree to (i) consent to and vote in
favour of the Transaction, and {(ii) consent to the Forbearance,
in respect of any and all of the debt owing to such Consenting
First’ Lien Lender under the Existing First Lien Credit
Agreement, all subject to the terms of the First Lien Lender
Consent Agreement.

For avoidance of doubt, First Lien Lenders that do not execute
a First Lien Lender Consent Agreement prior to or on July 17,
2014 or such other date as commumicated by the Borrower

IMPLEMENTATION PAYDOWN

IV. ADDITIONAL CONDITIONS

INTERNAL REORGANIZATION:

DEBT REPAYMENT:

Ghe-*Early-Ceonsent-Date™)-will pot-receive-the First-Liep—— oo

Early Consent Consideration, but will be bound to the terms
of the Transaction through the Alternative Transaction
Implementation Method upon requisite consents being
received.

On the Effective Date, each First Lien Lender will receive its
pro rata share of a cash paydown in the aggregate amount of
CDNS$15 million (the “Implementation Paydown”) based on
the outstanding principal amount of first lien term loans
owing to such First Lien Lender in relation to the outstanding
aggregate principal amount of first lien term loans owing to
all First Lien Lenders as of the Effective Date.

Completion of an ioternal reorganization transaction
inchiding: (a) the eclimination of the subordinated
intercompany debt, including principal and accrued interest,
between Nelson Education Ltd. and Nelson Education
Holdings Ltd. and a reduction of the interest rate on the

" subordinated intercompany debt between Nelson Education

Holdings Ltd. and TN Holdings, LP; and (b) the contemplated
share transfers as approved by the Minister of Canadian
Heritage.

No payments shall be made or permitted on any debt
(subordinated or otherwise) owing to shareholders without the
consent of the Agent, other than reasonable expense
reimbursements in the ordinary course.



OTHER CONDITIONS:
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Negotiation, execution and delivery of acceptable
documentation, including any amendments to the existing
Intercreditor Agreement and/or Collateral Documents.

Other ‘approvals- and condmons as  are customary for

transactions of this nature and as apphcable based upon the

method of implementation.

+



SCHEDULE B
DEFINITIONS

“Effective Time” means the time of consummation of the Transactions, whether pursuant
to the Consent Solicitation or through an Alternative Transaction Implementation Method.

“Governmental FEntity” means any government, regulatory authority, governmental
department, agency, commission, bureau, official, mmmster, Crown corporation, cowrt, body,
board, tribunal or dispute settlement panel or other law, rule or regulation-making organization
or entity: (a) having or purporting to have jurisdiction on behalf of any nation, province, terzitory
or state or any other geographic or polifical subdivision of any of them or (b) exercising, or
entiltd or puporting to exercise any admmistrative, executive, judicial, legislative, policy,
regulatory or taxing authority or power.

‘M ajority Consenting- Lenders” means-Consenting Lenders representmg not-less-thana-——

majority of the aggregate Obligations held by all Consentmg Lenders.

“Person” means an mdividual a corporation, a partnership, a limited liability company, a
trust, an unmcorporated association, a Govermnental Entty or any agency, mstrumentality or
political subdivision of a Governmental Entity, or any other entity or body.

“Second Lien Lenders” means the lenders party to the Second Lien Credit Agreement
dated as of July 5, 2007 with the Borrower, Holdmgs, and Royal Bank of Canada, as
Administrative Agent and Collateral Agent. -

6333828



IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF NELSON EDUCATION LTD. AND NELSON EDUCATION HOLDINGS LTD.

Applicants

Court File No: CV15-10961-00CL

6481484

ONTARIO
SUPERIOR COURT OF JUSTICE-
COMMERCIAL LIST

Proceeding commenced at Toronto

TRANSCRIPT BRIEF

(Sale Approval Motion and RBC Motion returnable

August 13, 2015)
Volume I — Evidence of Greg Nordal

GOODMANS LLP

Barristers & Solicitors

333 Bay Street, Suite 3400
Toronto, Canada M5H 257

Benjamin Zarnett LSUC#: 17247M
bzarnett@goodmans.ca

Jessica Kimmel LSUCH#: 32312W
jkimmel@goodmans.ca

Robert J. Chadwick LSUCH#: 35165K
rchadwick@goodmans.ca

Caroline Descours LSUC#: 58251A
cdescours@goodmans.ca

Tel: (416) 979-2211

Fax: (416) 979-1234

Lawyers for the Applicants
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