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DIFFERENTIAL BRANDS GROUP INC.
1231 S. Gerhart Avenue

Commerce, California 90022

To the Stockholders of Differential Brands Group Inc.:

This Information Statement is first being mailed on or about August , 2018 to the holders of record of the
outstanding shares of Common Stock, $0.10 par value per share (the “Common Stock”), 10% Series A Convertible
Preferred Stock, $0.10 par value (“Series A Preferred Stock™), and 10% Series A-1 Convertible Preferred Stock, $0.10
par value (the “Series A-1 Preferred Stock,” and, together with the Series A Preferred Stock, the “Preferred Stock’) of
Differential Brands Group Inc., a Delaware corporation (the “Company”), as of the close of business on July 23, 2018
(the “Record Date*), to inform the stockholders of actions already approved by the stockholders holding 50.45% of the
voting power of the outstanding shares of capital stock of the Company entitled to vote on the matters set forth below
acting by written consent in lieu of a meeting. Pursuant to Rule 14c-2 under the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), the actions contemplated by the proposals herein will not be effective until at least 20
calendar days after the mailing of this Information Statement to our stockholders. Therefore, this Information
Statement is being sent to you for informational purposes only.

WE ARE NOT ASKING YOU FOR A PROXY

AND YOU ARE REQUESTED NOT TO SEND US A PROXY

The following actions (the “Actions”) were authorized by written consent of the holders of a majority in voting power of
our outstanding voting stock entitled to vote thereon:

1. The issuance of (1) up to shares of Common Stock in a private placement in connection with the
consummation of the GBG Acquisition (defined herein) and (2) 10.7 million shares of Common Stock upon the
conversion of all of the outstanding shares of Preferred Stock (which will increase by approximately 3,000 shares per
day following August 31, 2018 if the Preferred Stock Conversion occurs on a later date), which together constitute in
excess of 19.99% of the shares Common Stock outstanding immediately prior to such issuances, in accordance with
applicable Nasdaq Listing Rules; and
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2. The amendment of the Differential Brands Group 2016 Stock Incentive Compensation Plan (the “2016 Plan”) to
increase the reservation of the total shares available for issuance under the 2016 Plan to shares of Common
Stock.

The enclosed information statement contains information pertaining to the matters acted upon.

Pursuant to rules adopted by the U.S. Securities and Exchange Commission (the “SEC”), you may access a copy of the
information statement at www.differentialbrandsgroup.com.

This is not a notice of a meeting of stockholders and no stockholders’ meeting will be held to consider the matters
described herein. This Information Statement is being furnished to you solely for the purpose of informing
stockholders of the matters described herein pursuant to Section 14(c) of the Exchange Act and the regulations
promulgated thereunder, including Regulation 14C, and Section 228(e) of the Delaware General Corporation Law.

ACCORDINGLY, WE ARE NOT ASKING YOU FOR A PROXY, AND YOU ARE REQUESTED NOT TO
SEND US A PROXY. NO PROXY CARD HAS BEEN ENCLOSED WITH THIS INFORMATION
STATEMENT.

This Information Statement will serve as written notice to the stockholders of the Company entitled thereto pursuant
to Section 228(e) of the Delaware General Corporation Law.

August , 2018 By Order of the Board of Directors

/s/ William Sweedler
William Sweedler
Chairman of the Board of Directors
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THIS INFORMATION STATEMENT IS BEING PROVIDED TO

YOU BY THE BOARD OF DIRECTORS OF DIFFERENTIAL BRANDS GROUP INC.

WE ARE NOT ASKING YOU FOR A PROXY AND YOU ARE

REQUESTED NOT TO SEND US A PROXY

DIFFERENTIAL BRANDS GROUP INC.
1231 S. Gerhart Avenue

Commerce, California 90022

INFORMATION STATEMENT

(Preliminary)

August ,2018

NOTICE OF STOCKHOLDER ACTION BY WRITTEN CONSENT

GENERAL INFORMATION

This Information Statement has been filed with the SEC and is being sent, pursuant to Section 14C of the Exchange

Act, to the holders of record as of July 23, 2018 (the “Record Date”’) of Common Stock, par value $0.10 per share (the
“Common Stock”), Series A Convertible Preferred Stock, $0.10 par value (“Series A Preferred Stock’), and Series A-1
Convertible Preferred Stock, $0.10 par value (the “Series A-1 Preferred Stock,” and, together with the Series A

Preferred Stock, the “Preferred Stock”), of Differential Brands Group Inc., a Delaware corporation (the “Company,” “we,
“our” or “us”), to notify the Stockholders of the following:

E]
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Prior to the date of this Information Statement, the Company received a written consent of the holders of % of the
voting power of the outstanding shares of capital stock of the Company entitled to vote on the following actions, (the
“Majority Stockholders*), authorizing the following actions (the “Actions”):

1. The issuance of (1) up to shares of Common Stock in a private placement in connection with the GBG
Acquisition (as defined herein) and (2) 10.7 million shares of Common Stock upon the conversion of all of the
outstanding shares of Preferred Stock (which will increase by approximately 3,000 shares per day following August
31, 2018 if the Preferred Stock Conversion occurs on a later date), which together will constitute in excess of 19.99%
of the shares of Common Stock outstanding immediately prior to such issuances, in accordance with applicable
Nasdaq Listing Rules; and

2. The amendment of the Differential Brands Group 2016 Stock Incentive Compensation Plan (the “2016 Plan”) to
increase the reservation of the total shares available for issuance under the 2016 Plan to shares of Common
Stock.

No further action of stockholders (beyond the previously obtained written consent of the Majority Stockholders) is
required to authorize the Actions. Accordingly, your consent is not required and is not being solicited.

We will commence mailing the notice to the holders of Common Stock and Preferred Stock on or about August ,
2018.

PLEASE NOTE THAT THIS IS NOT A REQUEST FOR YOUR VOTE OR A PROXY STATEMENT, BUT
RATHER AN INFORMATION STATEMENT DESIGNED TO INFORM YOU OF CERTAIN ACTIONS
TAKEN BY THE MAJORITY STOCKHOLDERS.
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The entire cost of furnishing this Information Statement will be borne by the Company. We will request brokerage
houses, nominees, custodians, fiduciaries and other like parties to forward this Information Statement to the beneficial
owners of the Common Stock held of record by them.

The following table sets forth the name of the Majority Stockholders, and the number of shares of Common Stock, the
number of shares of Series A Preferred Stock, and the number of shares of Series A-1 Preferred Stock held by them,
the total number of votes that the Majority Stockholders voted in favor of the Actions and the percentage of the voting
power of the outstanding shares of capital stock of the Company entitled to vote thereon that the Majority
Stockholders voted in favor thereof.

Percentage
of the
Number of .
Number of Number of Shares of Number of Number of VOtl.ng
Shares of Shares of Series A-1 Votes held Votes that  Equity
Name of Stockholder Series A Voted in that
Common Preferred by .
Preferred favor of the Voted in
Stock held Stock Stockholder )
Stock held Actions Favor of
Held
the
Actions
Eelfgram Capital Partners Gen2 Fund, - 3¢5 3¢ 0 1,363,306 1,363,306 555 %
Tengram Capital Associates, LLC 112,559 0 0 112,559 112,559 0.46 %
Eef‘fgram Capital Partners Fund I, 0 4794422 4794422 4794422 1953 %
TCP Denim, LLC 0 5,656,200 O 5,656,200 5,656,200 23.04 %
RG 11, Blocker LLC 41,909 0 0 41,909 41,909 0.17 %
Peter Kim 418,024 0 0 418,024 418,024 1.70 %
Total 1,935,798 5,656,200 4,794,422 12,386,420 12,386,420 5045 %
ACTIONS TO BE TAKEN
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This Information Statement contains a brief summary of the material aspects of the Actions, which will become
effective on the date that is 20 calendar days after the mailing of this information statement to stockholders.

We currently expect that such effective date will be on or about August , 2018.

Action No. 1 -- the issuance of (1) up to SHARES of Common Stock IN A PRIVATE PLACEMENT
IN CONNECTION WITH THE consummation OF THE GBG ACQUISITION (AS DEFINED BELOW) and
(2) 10.7 million shares of Common Stock upon the conversion of all of the outstanding shares of Preferred
Stock (which will increase by approximately 3,000 shares per day following August 31, 2018 if the Preferred
Stock Conversion occurs on a later date), WHICH together CONSTITUTE in excess of 19.99% of the SHARES
OF Common Stock outstanding IMMEDIATELY prior to such issuances, IN ACCORDANCE WITH
APPLICABLE NASDAQ LISTING RULES.
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The GBG Acquisition and Equity Issuance

On June 27, 2018, the Company entered into a Purchase and Sale Agreement (the “Purchase Agreement”) with Global
Brands Group Holding Limited (“GBG”) and GBG USA Inc., a wholly-owned subsidiary of GBG (“GBG USA”), to
purchase a significant part of GBG’s and its subsidiaries’ North American business, including the wholesale, retail and
e-commerce operations, comprising all of their North American kids business, all of their North American accessories
business and a majority of their West Coast and Canadian fashion businesses (collectively, the “Business”) for a
purchase price of $1.38 billion, to be paid in cash and subject to adjustment (the “Purchase Price”). The acquisition
contemplated by the Purchase Agreement (the “GBG Acquisition”) is expected to close in the third quarter of 2018
(such closing, the “Closing,” and the date upon which the Closing occurs, the “Closing Date’), which will result in the
combination of the Business with the Company’s existing omni-channel platform, comprised of the Robert Graham,
Hudson and Swims brands. The Purchase Agreement contains certain customary termination rights, including that
each of the Company and GBG has the right to terminate the Purchase Agreement if the Closing does not occur on or
before 5:00 p.m. New York City Time on October 31, 2018.

In order to secure funding for the GBG Acquisition, on June 27, 2018, the Company entered into (i) a commitment

letter (the “First Lien Commitment Letter”) with Ares Capital Management LLC (“Ares”) and HPS Investment Partners,
LLC (“HPS”) and (ii) a commitment letter (the “Second Lien Commitment Letter”’) with GSO Capital Partners LP
(collectively with its affiliates, “GSO,” and collectively with Ares and HPS, the “Commitment Parties”), pursuant to
which the Commitment Parties have agreed to provide, or cause to be provided through their respective managed

funds, fully committed debt financing for the GBG Acquisition (the “Debt Financing”).

The Debt Financing is anticipated to be comprised of: (i) a first lien term loan facility in a total principal amount of
$685.0 million, which facility matures five years from closing (the “First Lien Term Facility”); (ii) a revolving credit
facility in a total principal amount of up to $150.0 million, which facility matures four and a half years from closing
(the “Revolving Credit Facility”); and (iii) a second lien term loan facility in a total principal amount of $674.0 million,
which facility matures six years from closing (the “Second Lien Facility”). Prior to the closing, Ares and HPS have the
right to reduce the size of the Revolving Credit Facility to $100.0 million with a corresponding increase in the size of
the First Lien Term Facility to up to $735.0 million.

Pursuant to the Second Lien Commitment Letter and in consideration of its provision of the debt financing under the
Second Lien Facility, funds managed by GSO will also receive shares of Common Stock in an aggregate amount

equal to 25% of the aggregate Common Stock outstanding on the date of the GBG Acquisition on a fully diluted basis
after giving effect to the Equity Issuance (defined below) and GBG Acquisition (the “GSO Equity Issuance”), including
shares of Common Stock underlying any awards granted under the 2016 Plan (as amended herein).
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Among the conditions to the funding of the Debt Financing, the Company has agreed to raise an aggregate of $150
million of equity capital in the form of cash investments in shares of Common Stock in a private placement. The
Company may also seek to raise an additional $25 million of equity capital for an aggregate of $175 million of equity
capital. The Company intends to secure such funding from members of GBG’s existing U.S. management team and
other co-investors at a purchase price of approximately $8.00 per share of Common Stock (such private placement of
up to $175 million of equity capital, together with shares of Common Stock to be issued in the GSO Equity Issuance,
the “Equity Issuance”).

In connection with the Equity Issuance, the Company and certain of the investors will enter into a registration rights
agreement that provides for demand and piggyback rights and other customary terms. The Company will also enter

into a stockholder agreement with one or more investors and other stockholders of the Company which contains,

among other things, (i) a drag-along provision in which such investors and stockholders agree to vote their shares in
support of certain transactions that have been approved by the Board, (ii) customary minority rights protective
provisions and (iii) subject to certain conditions, board nomination rights that permit (A) certain investors that are
affiliates of Tengram Capital Partners, L.P. (the “Tengram Stockholders”) to nominate two directors (which will
initially be William Sweedler and Matthew Eby), (B) an investor that is an affiliate of GSO (the “GSO Stockholder”) to
nominate one director, and (C) the Tengram Stockholders and the GSO Stockholder to collectively nominate two
mutually agreeable independent directors.

The maximum number of shares of our Common Stock expected to be issued in the Equity Issuance is approximately
shares.

10
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The Preferred Stock Conversion

In connection with the Equity Issuance, TCP Denim, LLC (“TCP Denim”) and Tengram Capital Fund II, L.P.
(“Tengram IT) have agreed to convert, in accordance with their respective terms, all of their shares of Series A
Convertible Preferred Stock and Series A-1 Convertible Preferred Stock into shares of Common Stock (the “Preferred
Stock Conversion”) immediately prior to the Closing. Following such conversion and pro forma for the GBG
Acquisition, the Company will not have any shares of preferred stock outstanding.

Series A Preferred Stock

In connection with the Company’s acquisition of all of the outstanding equity interests of RG Parent LLC and its
subsidiaries on January 28, 2016 (the “RG Merger’), the Company entered into the RG Stock Purchase Agreement with
TCP Denim, LLC pursuant to which the Company issued and sold to TCP Denim an aggregate of 50,000 shares of the
Series A Preferred Stock, for an aggregate purchase price of $50.0 million in cash. The proceeds from the sale of

Series A Preferred Stock were used to consummate the RG Merger. Under the Certificate of Designation of the Series
A Preferred Stock (the “Series A Certificate of Designation”), cach share of Series A Preferred Stock entitles the holder
to receive cumulative dividends when, as and if declared by the Board of Directors or a duly authorized committee
thereof, payable quarterly, at an annual rate of 10%, plus accumulated and unpaid dividends thereon through such

date. To date, the Board of Directors or a duly authorized committee thereof has not declared any dividends on the
Series A Preferred Stock. In connection with the Preferred Stock Conversion and in accordance with the Series A
Certificate of Designation, all accrued and unpaid dividends on the Series A Preferred Stock will be satisfied in shares
of Common Stock on the Closing Date. Each holder of the Series A Preferred Stock is generally entitled to vote on an
as-converted basis and together with the holders of Common Stock and Series A-1 Preferred Stock as a single class,
subject to certain limitations.

Holders of the Series A Preferred Stock, exclusively and as a separate series, are currently entitled to elect three
members of the Board of Directors, each of whom may only be removed without cause by the affirmative vote of the
holders of a majority of the outstanding shares of Series A Preferred Stock. The holders of the Series A Preferred
Stock also have separate series voting rights with respect to certain matters affecting their rights, powers or
preferences. Upon any liquidation event, holders of the Series A Preferred Stock are entitled to receive the greater of
the liquidation preference on the date of determination and the amount that would be payable to the holders of the
Series A Preferred Stock had such holders converted their shares of Series A Preferred Stock into shares of Common
Stock immediately prior to such liquidation event. Each share of the Series A Preferred Stock is convertible, at the
option of the holder thereof, at any time and without the payment of additional consideration by the holder, into a
number of shares of Common Stock equal to the quotient of (i) $1,000 (plus, at the option of the holder thereof, the
amount of accrued and unpaid dividends thereon, as of the conversion date) divided by (ii) $11.16.

11
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If the Preferred Stock Conversion occurs on August 31, 2018, TCP Denim will receive approximately 5.8 million
shares of Common Stock upon the conversion of its 50,000 shares of Series A Preferred Stock. Following such
conversion, TCP Denim’s rights described above as holders of Series A Preferred Stock will terminate.

Series A-1 Preferred Stock

In connection with the acquisition of SWIMS in July 2016, the Company entered into certain financing arrangements
with Tengram II, an entity affiliated with the holder of the Company’s Series A Preferred Stock, TCP Denim, including
a convertible note issued to Tengram II on July 18, 2016 (the “SWIMS Convertible Note™).

On January 18, 2018, the SWIMS Convertible Note, as amended, with a principal amount of $13.0 million, matured
and automatically converted into newly issued shares of the Company’s Series A-1 Preferred Stock, at a conversion
price of $3.00 per share. The outstanding balance of the SWIMS Convertible Note, together with any accrued and
unpaid interest thereon, converted into 4,587,964 shares of Series A-1 Preferred Stock. Each share of Series A-1
Preferred Stock is currently convertible into a number shares of Common Stock equal to the quotient of (i) $3.00
(plus, at the option of the holder thereof, the amount of accrued and unpaid dividends thereon, as of the conversion
date) dividend by (ii) $3.00. Under the Certificate of Designation of the Series A-1 Preferred Stock (the “Series A-1
Certificate of Designation”), each share of Series A-1 Preferred Stock entitles the holder to receive cumulative
dividends when, as and if declared by the Board of Directors or a duly authorized committee thereof, payable
quarterly, at an annual rate of 10%, plus accumulated and unpaid dividends thereon through such date. To date, the
Board of Directors or a duly authorized committee thereof has not declared any dividends on the Series A-1 Preferred
Stock. In connection with the Preferred Stock Conversion and in accordance with the Series A-1 Certificate of
Designation, all accrued and unpaid dividends on the Series A-1 Preferred Stock will be satisfied in shares of
Common Stock on the Closing Date. Each holder of the Series A-1 Preferred Stock is generally entitled to vote on an
as-converted basis and together with the holders of Common Stock and Series A Preferred Stock as a single class,
subject to certain limitations. The Series A-1 Preferred Stock is senior to the Common Stock upon a liquidation.

12
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If the Preferred Stock Conversion occurs on August 31, 2018, Tengram II will receive approximately 4.9 million
shares of Common Stock upon the conversion of its 4,587,964 shares of Series A-1 Preferred Stock. Following such
conversion, Tengram II’s rights described above as holders of the Series A-1 Preferred Stock will terminate.

Maximum Number of Shares to be issued in the Preferred Stock Conversion

The maximum number of shares of our Common Stock to be issued in the Preferred Stock Conversion is
approximately 10.7 million shares (which will increase by approximately 3,000 shares per day following August 31,
2018 if the Preferred Stock Conversion occurs on a later date).

Stockholder Approval in connection with Equity Issuance and Preferred Stock Conversion

Our Common Stock is listed on the Nasdaq Global Market and, as a result, we are subject to the Nasdaq Listing Rules.
The issuance of shares of our Common Stock in connection with the Equity Issuance and Preferred Stock Conversion
implicates certain of the Nasdaq listing standards requiring prior stockholder approval in order to maintain our listing
on the Nasdaq Global Market, including the following:

Nasdagq Listing Rule 5635(a) requires stockholder approval prior to the issuance of securities in connection with the
acquisition of the stock or assets of another company if such securities are not issued in a public offering and (1)
have, or will have upon issuance, voting power equal to or in excess of 20% of the voting power outstanding before
“the issuance of Common Stock (or securities convertible into or exercisable for Common Stock); or (2) the number of
shares of Common Stock to be issued is or will be equal to or in excess of 20% of the number of shares of Common
Stock outstanding before the issuance of the stock or securities.

Nasdagq Listing Rule 5635(b) requires stockholder approval when any issuance or potential issuance will result in a
“change of control” of the issuer (which may be deemed to occur if after a transaction a single investor or affiliated
investor group acquires, or has the right to acquire, as little as 20% of the Common Stock (or securities convertible
into or exercisable for Common Stock) or voting power of an issuer and such ownership would be the largest
“ownership position of the issuer). For the purposes of this rule, GSO may be deemed to be the controlling stockholder
following the GSO Equity Issuance. Stockholders should note that a “change of control” as described under Rule
5635(b) applies only with respect to the application of such rule, and does not necessarily constitute a “change of
control” for purposes of Delaware law, our organizational documents, or any other purpose.

-Nasdaq Listing Rule 5635(d) requires stockholder approval prior to the issuance of securities in connection with a
transaction other than a public offering involving: (1) the sale, issuance or potential issuance by the issuer of

13
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Common Stock (or securities convertible into or exercisable for Common Stock) at a price less than the greater of
book or market value of the Common Stock, which, together with sales by officers, directors or substantial
stockholders of the issuer, equals 20% or more of Common Stock or 20% or more of the voting power outstanding
before the issuance; or (2) the sale, issuance or potential issuance by the issuer of Common Stock (or securities
convertible into or exercisable Common Stock) equal to 20% or more of the Common Stock or 20% or more of the
voting power outstanding before the issuance for less than the greater of book or market value of the Common Stock.

14
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Given that the Equity Issuance and Preferred Stock Conversion are expected to result in the issuance of 20% or more
of the shares of the Company’s Common Stock outstanding before such issuance, the Company’s stockholders must
approve the Equity Issuance and Preferred Stock Conversion pursuant to Nasdaq Rules 5635(a), 5635(b) and/or
5635(d), which require any such issuance to be approved by a majority of the total votes cast at a meeting in which a
quorum is present or by the written consent of the holders of a majority in voting power of the outstanding shares of
capital stock entitled to vote thereon. Concurrently with the execution and delivery of the Purchase Agreement, the
Tengram Stockholders, which collectively represent approximately 44.9% of the Company’s outstanding voting capital
stock, entered into a support agreement with GBG, pursuant to which they agreed to vote their shares in favor of the
Equity Issuance.

Prior to the date of this Information Statement, the Company received the written consent of the Majority
Stockholders who collectively hold shares of capital stock of the Company representing a majority of the voting
power of the outstanding shares of capital stock of the Company entitled to vote on the Equity Issuance and Preferred
Stock Conversion authorizing such Equity Issuance and Preferred Stock Conversion pursuant to Nasdaq Rules
5635(a), 5635(b) and 5635(d). Rule 14c-2(b) of the Exchange Act requires, however, that actions approved by written
consent cannot be taken until 20 calendar days after the mailing of an Information Statement on Schedule 14C to the
Company’s stockholders. Accordingly, we expect that such effective date will be on or about August ____, 2018.

The issuance of shares of our Common Stock in connection with the Equity Issuance and Preferred Stock Conversion
will cause our stockholders to experience a dilution in net tangible book value per share. In addition, the issuance of
such shares will have a dilutive effect on earnings per share and may adversely affect the market price of the Common
Stock.

Interests of Directors in this Action

Three of our directors, William Sweedler, Matthew Eby, and Andrew Tarshis are affiliated with Tengram Capital
Partners, which, in turn, is affiliated with TCP Denim, LLC, the holder of all of the outstanding shares of Series A
Preferred Stock, and Tengram Capital Partners Fund II, L.P., the holder of all of the outstanding shares of Series A-1
Preferred Stock.

Incorporation by Reference

The foregoing description of the Purchase Agreement, First Lien Debt Commitment Letter, Second Lien Debt
Commitment Letter, Series A Certificate of Designation and Series A-1 Certificate of Designation, and the
transactions contemplated thereby, does not purport to be complete and is qualified in its entirety by reference to the

15
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Purchase Agreement, First Lien Commitment Letter, Second Lien Commitment Letter, Series A Certificate of
Designation and Series A-1 Certificate of Designation, copies of which are attached as Exhibits A, B, C, D and E
respectively, hereto and are incorporated herein by reference. These agreements are not intended to provide any
factual information about the Company, GBG, GBG USA or their respective subsidiaries and affiliates. The Purchase
Agreement contains representations and warranties by each of the parties to the Purchase Agreement, which were
made only for purposes of that agreement and as of specified dates. The representations, warranties and covenants in
the Purchase Agreement were made solely for the benefit of the parties to the Purchase Agreement; are subject to
limitations agreed upon by the contracting parties, including being qualified by confidential disclosure schedules; may
have been made for the purposes of allocating contractual risk between the parties to the Purchase Agreement instead
of establishing these matters as facts; and are subject to standards of materiality applicable to the contracting parties
that may differ from those applicable to investors. Investors should not rely on the representations, warranties and
covenants or any descriptions thereof as characterizations of the actual state of facts or condition of the Company,
GBG, GBG USA or any of their respective subsidiaries or affiliates. Moreover, information concerning the subject
matter of the representations, warranties and covenants may change after the date of the Purchase Agreement, which
subsequent information may or may not be fully reflected in the Company’s public disclosures.

Action No. 2 —-amendment OF the 2016 PLAN to increase the reservation of the total shares available for
issuance TO shares of Common Stock

16



Edgar Filing: Differential Brands Group Inc. - Form PRE 14C

Amendment to Increase Reservation of Shares under 2016 Plan

On October 5, 2016, our Board of Directors adopted the 2016 Plan. Our stockholders approved the 2016 Plan at the
annual meeting of stockholders on November 7, 2016. Prior to the date of this Information Statement, the holders of a
majority in voting power of our outstanding shares of capital stock entitled to vote thereon approved Amendment 1 to
the 2016 Plan to increase the total shares of Common Stock available for issuance under the plan by shares of
Common Stock to (the “Amendment”). As of ____, without accounting for such increase, we had an aggregate of
__ shares of Common Stock available for future issuance under the 2016 Plan.

The 2016 Plan provides for grants of stock options, stock appreciation rights, restricted stock, restricted stock units,
performance awards, other equity-based awards and cash awards to employees and consultants of the Company and its
affiliates and nonemployee directors of the Company. The Board of Directors believes that the Amendment is
necessary in order to allow the Company to continue to attract, retain and motivate employees, to enhance long-term
performance and competitiveness of the Company and its affiliates and to further align the interests of our employees
and non-employee directors with those of our stockholders.

Material Terms of the 2016 Plan

General. The 2016 Plan permits the granting of any or all of the following types of awards: (i) nonqualified stock
options; (ii) incentive stock options (iii) stock appreciation rights (“SARs”); (iv) restricted stock; (v) RSUs; (vi)
performance compensation awards; (vii) other stock-based awards; (viii) dividend equivalents; and (ix) cash-based
awards. Upon the effectiveness of the Amendment, the maximum number of shares of Common Stock that may be
issued with respect to awards granted under the 2016 Plan, as amended, will be (subject to adjustment in
accordance with the provisions described under caption “Adjustments Upon Certain Events” below).

The aggregate number of shares treated as issued under the 2016 Plan at any time shall equal only the number of
shares issued upon exercise or settlement of an award. Shares underlying awards that are forfeited, cancelled,
terminated or expire unexercised, or settled in cash in lieu of issuance of shares, shall be available for issuance
pursuant to future awards to the extent that such shares are forfeited, repurchased or not issued under any such award.
Any shares tendered to pay the exercise price of an option or other purchase price of an award, or withholding tax
obligations with respect to an award, shall be available for issuance pursuant to future awards. In addition, if any
shares subject to an award are not delivered to a participant because (i) such shares are withheld to pay the exercise
price or other purchase price of such award, or withholding tax obligations with respect to such award (or other
award), or (ii) a payment upon exercise of an SAR is made in shares, the number of shares subject to the exercised or
purchased portion of any such award that are not delivered to the participant shall be available for issuance pursuant to
future awards.

17
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Subject to adjustment as provided in the 2016 Plan, the maximum number of shares of Common Stock with respect to
which awards may be granted to any participant in any calendar year may not exceed 500,000 shares. The maximum
cash amount payable to any participant pursuant to any cash-based award granted to a participant in any calendar year
and that is intended to qualify as “performance-based compensation” under Section 162(m) of the Code may not exceed
$1,500,000.

Eligibility. Current and prospective employees, non-employee directors and consultants of the Company and its
affiliates are eligible to receive awards under the 2016 Plan selected by the Compensation and Stock Option
Committee or any other committee designated by our Board. Approximately 400 employees are currently eligible to
participate in the 2016 Plan.

Administration. The 2016 Plan is administered by the Compensation and Stock Committee of the Board of Directors
or by any other committee designated by the Board of Directors (the “Administering Committee”). Such committee
determines the persons who are eligible to receive awards, the number of shares subject to an award and the terms and
conditions of such awards. The Administering Committee has the authority to interpret the provisions of the 2016 Plan
and of any awards granted thereunder and to waive or amend the terms or conditions of awards granted under the 2016
Plan. Further, the Administering Committee establishes performance measures in connection with awards, including
“qualified performance awards” (as defined below).
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Adjustments upon Certain Events. If the outstanding Company shares are increased or decreased or changed into or
exchanged for a different number or kind of shares or other securities of the Company by reason of any dividend,
recapitalization, stock split, reverse stock split, reorganization, merger, consolidation, split-up, split-off, combination,
repurchase or exchange of shares or other securities of the Company, issuance of warrants or other rights to acquire
shares or other securities of the Company, or other similar corporate transaction or event, or other unusual or
nonrecurring events affecting the Company or an affiliate, such that in any case an adjustment is determined by the
Administering Committee in its sole discretion to be necessary or appropriate, then the Administering Committee
shall make any such adjustments in such manner as it may deem equitable to the shares available for issuance under
the 2016 Plan, the shares subject to outstanding awards and the grant or exercise price of outstanding awards.

Except to the extent otherwise provided in an award agreement, in the event of a “change in control” (as defined in the
2016 Plan), the Administering Committee may, in its discretion, provide that, with respect to all or any portion of a
particular outstanding award or awards, (i) any outstanding option, SAR or other award (as applicable) that is not then
exercisable shall immediately become exercisable as to all or any portion of the shares covered thereby as of a time

prior to the “change in control”; (ii) all or any portion of the restrictions applicable to any outstanding award shall
immediately lapse as of a time prior to the “change in control” (including a waiver of any applicable performance goals);
(iii) performance periods in effect on the date the “change in control” occurs shall end on such date, and (A) determine
the extent to which performance goals or other performance goals with respect to each such performance period have
been met based upon such audited or unaudited financial information or other information then available as it deems
relevant and (B) cause the participant to receive partial or full payment of awards for each such performance period
based upon the Administering Committee’s determination of the degree of attainment of the performance goals or

other performance goals, or by assuming that the applicable “target” levels of performance have been attained or on such
other basis determined by the Administering Committee; (iv) awards previously deferred shall be settled in full as

soon as practicable; (v) any outstanding awards shall be adjusted, substituted, converted, settled and/or terminated as

the Administering Committee, in its discretion, deems appropriate and consistent with the 2016 Plan’s purposes; and

(vi) with respect to any options having a per share exercise price equal to, or in excess of, the fair market value of a
share, such options shall be canceled and terminated without any payment or consideration therefor.

Stock Options. Stock options awarded may be in the form of either nonqualified stock options or incentive stock
options, or a combination of the two, at the discretion of the Administering Committee. The 2016 Plan provides that
the option price pursuant to which shares of our Common Stock may be purchased shall be determined by the
Administering Committee, but shall not be less than the fair market value of our shares of Common Stock on the date
the option is granted. The term of each option shall be determined by the Administering Committee, but no incentive
stock option shall be exercisable more than ten years after the date of grant. The exercise price for shares under a stock
option may be paid by one or more of the following methods, as approved by the Administering Committee or in the
award agreement: (i) in cash, check or cash equivalents; (ii) by delivery of shares already owned that were purchased
on the open market or that have been held for at least six months that have a fair market value equal to the aggregate
exercise price; (iii) by a broker-assisted cashless exercise procedure; (iv) by having shares withheld that have a fair
market value equal to the aggregate exercise price; or (v) by any other means that the Administering Committee
approves.
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In general, unvested stock options are forfeited when a participant terminates employment or service with the
Company or its affiliates. In addition, under the 2016 Plan, if a participant terminates service or employment with the
Company or any of its affiliates as a result of disability or death, the stock option will remain exercisable with respect
to the number of shares as to which it was vested on the date of such termination until the earlier of the expiration date
and the date that is one year or three years, respectively from the date of termination, unless the award agreement
expressly provides for a different expiration date. If a participant terminates service or employment with the Company
or any of its affiliates for cause, any stock option held by such individual (whether vested or unvested) will be
immediately forfeited. If a participant terminates service or employment with the Company or any of its affiliates for
any other reason, the stock option will remain exercisable with respect to the number of shares as to which it was
vested on the date of such termination and will expire on the earlier of the expiration date and the date that is 90 days
following the date of such termination, unless the award agreement expressly provides for a different expiration
period. The aggregate fair market value on the date of grant of the shares with respect to which incentive stock options
first become exercisable during any calendar year for any participant may not exceed $100,000.
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Incentive stock options may not be transferred by a participant other than by will or the laws of descent and
distribution and may be exercised only by a participant, unless the participant is deceased. In general, similar transfer
restrictions apply to nonqualified stock options, except that, in the case of nonqualified stock options, the
Administering Committee has the discretion to permit a participant to transfer a nonqualified stock option to another
individual. Any nonqualified stock option so transferred will be subject to the same terms and conditions of the
original grant and may be exercised by the transferee only to the extent the stock option would have been exercisable
by the participant had no transfer occurred.

Stock Appreciation Rights. The Administering Committee has the authority under the 2016 Plan to grant SARs. An
SAR is an award that gives the participant the right to benefit from appreciation in the value of shares over the grant
price established in the award. The terms and conditions of an SAR are specified in the award agreement. If and when
payable, the appreciation may be paid in cash, shares of Common Stock or such other form or combination of forms
of payout, at times and upon conditions as determined at the discretion of the Administering Committee. SARs will be
subject to the terms and conditions specified in the award agreement. SARs granted in connection with an option will
be granted at the time of grant of the option. SARs granted in connection with an option are subject to the same terms
and conditions as the related option and are exercisable only at such times and to such extent as the related option is
exercisable. The grant price of SARs must generally be at least equal to the fair market value of the Common Stock on
the date of grant. Under the 2016 Plan, an SAR is generally treated in the same manner as a stock option on
termination of employment.

No Repricing. No option or SAR may be repriced, regranted through cancellation, including cancellation in exchange
for cash or other awards, or otherwise amended to reduce its option price or exercise price (other than with respect to
adjustments made in connection with a transaction or other change in the Company’s capitalization as described in the
provisions described below under “Adjustments Upon Certain Events”) without the approval of the stockholders of the
Company.

Restricted Stock and Restricted Stock Units. In general, restricted stock is an award of shares granted to a participant
that is subject to vesting conditions and restrictions on transfer for a period of time. An RSU provides for the issuance
of shares or cash to its holder following the vesting date or dates associated with the award. If an RSU is settled in
cash, the award holder will be entitled to payment equal to the fair market value of the shares subject to such awards
on the date the award vests, less applicable withholding taxes. Holders of RSUs are not entitled to any privileges of
ownership of the shares of Common Stock underlying their RSUs until the underlying shares are actually delivered to
them following vesting of the RSUs. Unless otherwise provided in the applicable award agreement, unvested
restricted stock and unvested RSUs are forfeited when a holder terminates employment or service with the Company
or its affiliates.

Other Stock-Based Awards. The Administering Committee may grant other types of equity-based or equity-related
awards not otherwise described above in such amounts and subject to such terms and conditions, as the Administering
Committee shall determine as set forth in the applicable award agreement. Such other stock-based awards may involve
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the transfer of actual shares to participants, or payment in cash or otherwise of amounts based on the value of shares.

Dividend Equivalents. Dividend equivalents will be subject to the terms and conditions specified in an award
agreement. The award agreement may provide for the dividend equivalents to be paid in cash or deemed reinvested in
additional shares. Dividend equivalents may be settled in cash and/or shares. In addition, if the dividend equivalents
are awarded as a component of another award, the Administering Committee, in its sole discretion, may subject the
dividend equivalents to the same terms and conditions that apply to such award.

Cash-Based Awards. Cash-based awards may be granted to participants in such amounts and upon such terms, and at
any time and from time to time, as shall be determined by the Administering Committee. A cash-based award entitles
the participant who receives such award to receive a payment in cash upon the attainment of applicable performance
goals for the applicable performance period, and/or satisfaction of other terms and conditions, in each case determined
by the Administering Committee.

10
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Performance Compensation Awards. Restricted stock awards, restricted stock units, other stock-based awards and
cash-based awards subject to performance conditions may, in the Administering Committee’s discretion, be structured
to qualify as performance-based compensation under section 162(m), as described under “Certain Federal Income Tax
Consequences” below (referred to in this summary as “performance compensation awards”). These performance
compensation awards will be conditioned on the achievement by the Company or its affiliates, divisions or operational
units, or any combination of the foregoing, of objectively determinable performance goals, based on one or more of
the following performance measures, over a specified performance: (i) net earnings or net income (before or after
interest, taxes and/or other adjustments); (ii) basic or diluted earnings per share (before or after interest, taxes and/or
other adjustments); (iii) book value per share; (iv) net revenue or revenue growth; (v) net interest margin;

(vi) operating profit (before or after taxes); (vii) profit growth; (viii) profit-related return ratios; (ix) return on assets,
equity, capital, revenue, investment or similar measure; (x) cash flow (including operating cash flow and free cash
flow); (xi) share price (including growth measures and total stockholder return); (xii) working capital; (xiii) expense
targets; (xiv) margins; (xv) operating efficiency; (xvi) measures of economic value added; (xvii) asset quality;

(xviii) asset growth; (xix) employee retention; (xx) attainment of strategic or operational initiatives; (xxi) enterprise
value; (xxii) dividend payout ratios; (xxiii) dividend yield; (xxiv) market share, mergers, acquisitions, or sales of
assets; (xxv) revenue per employee; (xxvi) employee satisfaction/engagement; (xxvii) customer satisfaction; or

(xviii) any combination of the foregoing that are selected by the Administering Committee.

These performance measures may be used on an absolute or relative basis or may be compared to the performance of a
selected group of comparison companies, a published or special index or various stock market indices. No more than
500,000 shares of Common Stock may be earned in respect of performance compensation awards granted to any one
participant for a single fiscal year during a performance period (or, in the event the award is settled in cash, other
securities, other awards or other property, no more than the fair market value of that number of shares, calculated as of
the last day of the performance period to which the award relates). If a performance compensation award is not
denominated in shares of Common Stock, the maximum amount that can be paid to any one participant in any one
fiscal year in respect of that award is $1,500,000.

The Administering Committee will, within the first 90 days of the performance period, define in an objective fashion
the manner of calculating the performance measures and performance goals it selects to use for the performance
period. After the end of the performance period, the Administering Committee will determine and certify in writing
the extent to which the performance goals have been achieved and the amount of the performance compensation
award to be paid to the participant. The Administering Committee may, in its discretion, reduce or eliminate, but may
not increase, the amount of a performance compensation award otherwise payable to a participant. The Administering
Committee may not waive the achievement of performance goals applicable to these awards (except in the case of the
participant’s death, disability or a change in control of the Company). Subject to the limitations of Section 162(m), the
Administering Committee may adjust or modify the calculation of a performance goal based on and to appropriately
reflect the following events: (i) asset write-downs, (ii) litigation or claim judgments or settlements, (iii) the effect of
changes in tax laws, accounting principles, or other rules affecting the results, (iv) any reorganization or restructuring,
(v) the cumulative effect of changes in accounting principles, (vi) extraordinary nonrecurring items as described in
Accounting Principles Board Opinion No. 30 (or any successor pronouncement), (vii) acquisitions, divestitures or
discontinued operations, (viii) gains or losses on refinancing or extinguishment of debt, (ix) foreign exchange gains
and losses, (x) a change in the Company’s fiscal year (xi) any other specific unusual events, or objectively
determinable category thereof, or (xii) any other specific nonrecurring events, or objectively determinable category
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thereof.

Non-employee Director Awards Maximum. No non-employee director of the Company may be granted one or more
awards within any fiscal year of the Company, solely with respect to service as a director, that exceed $1,500,000 in
aggregate value of cash-based and other awards, with such value determined by the Administering Committee as of
the date of grant of the awards.

Amendments to the 2016 Plan. The Board of Directors may, subject to stockholder approval to the extent necessary
and desirable to comply with applicable legal and regulatory requirements, at any time amend, alter, suspend, or
terminate the 2016 Plan or award agreements granted thereunder. However, no amendment, alteration, suspension, or
termination may be made that would materially impair the previously accrued rights of any award recipient without
the written consent of such recipient, except any such amendment made to comply with applicable law, tax rules,
stock exchange rules or accounting rules. In addition, no amendment may be made to reduce the exercise or grant
price of any outstanding stock option or SAR unless approved by the Company’s stockholders.

11
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Transferability. Unless determined otherwise by the Administering Committee, awards granted under the 2016 Plan
may not be sold, pledged, assigned, hypothecated, transferred or disposed of in any manner other than by will or by
the laws of descent and distribution following the recipient’s death, and may be exercised during the lifetime of the
award recipient, only by the award recipient. Each award holder may, from time to time, on a form approved by the
Administering Committee name any beneficiary or beneficiaries who shall be permitted to exercise his or her stock
option or SAR or to whom any benefit under the 2016 Plan is to be paid in case of the participant’s death before he or
she fully exercises his or her stock option or SAR or receives any or all of such benefit.

Participants Based Outside of the United States. The Administering Committee may grant awards to eligible
individuals who are non-United States nationals, who reside outside the United States, who are not compensated from
a payroll maintained in the United States, or who are otherwise subject to (or could cause the Company to be subject
to) legal or regulatory provisions of countries or jurisdictions outside the United States, on such terms and conditions
different from those specified in the 2016 Plan to foster and promote achievement of the purposes of the 2016 Plan
and comply with those non-United States legal or regulatory provisions.

Effectiveness. The 2016 Plan became effective upon approval by the stockholders at the Annual Meeting on
November 7, 2016.

Federal Income Tax Consequences. The following is a brief summary of the principal U.S. federal income tax
consequences of certain awards under the 2016 Plan, under current United States federal income tax laws. This
summary is not intended to constitute tax advice and is not intended to be exhaustive and, among other things, does
not describe state, local or foreign tax consequences.

A participant who is granted a nonqualified stock option will not recognize income at the time the option is granted.
Upon the exercise of the option, however, the excess, if any, of the fair market value of the stock on the date of
exercise over the option price will be treated as ordinary income to the participant, and the Company will generally be
entitled to an income tax deduction in the same year in an amount measured by the amount of ordinary income taxable
to the participant. The participant will be entitled to a cost basis for the stock for income tax purposes equal to the
amount paid for the stock plus the amount of ordinary income taxable at the time of exercise. Upon a subsequent sale
of such stock, the participant will recognize short-term or long-term capital gain or loss, depending upon his or her
holding period for such stock.

The exercise of an incentive stock option by the option holder is exempt from income tax, although not from the
alternative minimum tax, and does not result in a tax deduction for the Company if the holder has been an employee
of the Company at all times beginning with the option grant date and ending three months before the date the holder
exercises the option (or twelve months in the case of termination of employment due to disability). If the option holder
has not been so employed during that time, the holder will be taxed as described above for nonqualified stock options.
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If the option holder disposes of the shares purchased more than two years after the option was granted and more than
one year after the option was exercised, then the option holder will recognize any gain or loss upon disposition of
those shares as capital gain or loss. However, if the option holder disposes of the shares prior to satisfying these
holding periods (known as a “disqualifying disposition”), the option holder will be obligated to report as taxable
ordinary income for the year in which that disposition occurs the excess, with certain adjustments, of the fair market
value of the shares disposed of, on the date the incentive stock option was exercised, over the exercise price paid for
those shares. The Company would be entitled to a tax deduction equal to that amount of ordinary income reported by
the option holder. Any additional gain realized by the option holder on the disqualifying disposition would be capital
gain. If the total amount realized in a disqualifying disposition is less than the exercise price of the incentive stock
option, the difference would be a capital loss for the holder.

Upon exercise of an SAR, a participant will recognize taxable income in the amount of the aggregate cash received. A
participant who is granted unrestricted shares will recognize ordinary income in the year of grant equal to the fair
market value of the shares received. In either such case, the Company will be entitled to an income tax deduction in
the amount of such income recognized by the participant.

12

26



Edgar Filing: Differential Brands Group Inc. - Form PRE 14C

A participant will not recognize any income at the time an award of restricted stock, restricted stock units or other
stock-based award is granted, nor will the Company be entitled to a deduction at that time. In the year in which
restrictions on shares of restricted stock lapse, the participant will recognize ordinary income in an amount equal to
the excess of the fair market value of the shares on the date of vesting over the amount, if any, the participant paid for
the shares. A participant may, however, elect within 30 days after receiving an award of restricted stock to recognize
ordinary income in the year of receipt of the award, instead of the year of vesting, equal to the excess of the fair
market value of the shares on the date of receipt over the amount, if any, the participant paid for the shares. Similarly,
upon the vesting of RSUs, the participant will recognize ordinary income in an amount equal to the fair market value
of the shares received. With respect to awards of restricted stock, restricted stock units and other stock-based awards,
the Company will be entitled to a tax deduction at the same time and in the same amount as the participant recognizes
income.

With respect to cash-based awards, the participant generally will recognize ordinary income, and we will receive a
corresponding tax deduction, at the time the cash is paid.

For tax years beginning on or prior to December 31, 2017, Section 162(m) of the Code limits the deductibility of
compensation paid to certain executive officers, unless the compensation is “performance-based compensation” and
meets certain other requirements outlined in Section 162(m) of the Code and related regulations (“Qualified
Performance-Based Awards™). Effective for tax years beginning on or after January 1, 2018, Section 162(m) of the
Code generally limits the deductibility of compensation in excess of $1,000,000 paid to certain executive officers. A
transition rule may apply to compensation paid under Qualified Performance-Based Awards granted pursuant to
certain written binding contracts prior to November 2, 2017 which have not been materially modified since that date.
We reserve the right to pay our employees, including recipients of awards under the 2016 Plan, amounts that may or
may not be deductible under Section 162(m) or other provisions of the Internal Revenue Code.

Other. The amounts that will be received by participants in the future under the 2016 Plan are not yet determinable, as
awards are at the discretion of the Administering Committee.

The above is only a brief summary of the material terms of the 2016 Plan, and does not describe all the terms of the
2016 Plan. This summary is qualified in its entirety by reference to, and should be read in conjunction with, the
complete text of the 2016 Plan, attached as Annex A to the Company’s proxy statement filed October 17, 2016, and the
complete text of the Amendment, attached as Exhibit F to this Information Statement. Any capitalized terms that are
used but not defined in this summary have the meaning as defined in the 2016 Plan.

Dissenters’ Rights
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Under the Delaware General Corporation Law, stockholders will not be entitled to dissenters’ or appraisal rights with
respect to the Actions, and we do not intend to independently provide stockholders with such rights.

SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

The following table provides information as of June 30, 2018 concerning beneficial ownership, as that term is defined
in Rule 13d-3 of the Exchange Act, of Common Stock held by (1) each person or entity known by us to beneficially
own more than 5% of our outstanding Common Stock, (2) each of our directors and nominees for election as a
director, (3) each of our named executive officers, and (4) all of our directors and executive officers as a group. The
information as to beneficial ownership has been furnished by our respective Common Stockholders, directors and
executive officers, and, unless otherwise indicated, to our knowledge, each of our Common Stockholders has sole
voting and investment power with respect to the shares beneficially owned, subject to community property laws where
applicable. Pursuant to the rules of the SEC, certain shares of our Common Stock that a beneficial owner set forth in
this table has a right to acquire within 60 days of the date hereof (pursuant to the exercise of options or warrants for
the purchase of shares of Common Stock) are deemed to be outstanding for the purpose of computing the percentage
ownership of that owner, but are not deemed outstanding for the purpose of computing percentage ownership of any
other beneficial owner shown in the table. Percentages are calculated based on 14,079,480 shares outstanding as

of June 30, 2018. The address for the officers and directors is our corporate office located at 1231 South Gerhart
Avenue, Commerce, California, 90022.
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Number of Percentage
Shares of
Beneficially Common
Beneficial Owner Owned Stock
5% Stockholders (Excluding Directors and Officers)
Entities affiliated with Tengram Capital Partners, L.P. 12,468,396 (1) 53.2 %
Arthur Rabin 901,773 2 64 %
Barry Sternlicht 877,103 3) 6.2 %
Fireman Capital CPF Hudson Co-Invest LP 720,976 (4 5.0 %
Directors and Officers (including all Named Executive Officers)
Michael Buckley 681,782 (5) 4.8 %
Chief Executive Officer and Director
Bob Ross 49,413 (6) * %
Chief Financial Officer
Peter Kim 1,131,871 (7) 7.7 %
Founder and Vice-Chairman of Hudson
William Sweedler 12,477,455 (8)  53.2 %
Director, Chairman of the Board
Matthew Eby 12,477,454 (9) 53.2 %
Director
Kelly Hoffman 63,318 (10) *
Director
Walter McLallen 63,318 (11) *
Director
Kent Savage 71,303 (12) *
Director
Andrew Tarshis — — %
Director
All directors and executive officers, as a group (9 persons) (13) 14,547,519 54.8 %

* Represents beneficial ownership of less than 1%.

(1) This information as to beneficial ownership is based on a Schedule 13D filed on February 8, 2016, as amended on
May 10, 2017, July 21, 2017 and February 2, 2018, Form 4s filed on January 19, 2018 and other information provided

to the Company, in each case, by and on behalf of TCP RG, LLC, TCP Denim, LLC, Tengram Capital Partners Gen2
Fund, L.P. (“Tengram I'’), Tengram Capital Partners Fund II, L.P. (referred to elsewhere as “Tengram II"’), Tengram
Capital Associates, LLC (“TCA”), Tengram Capital Associates II, LLC (“TCA IT’), Matthew Eby and William Sweedler.
These shares consist of: (i) 5,656,200 shares of common stock, assuming a conversion price of $11.16 per share,

issuable upon conversion of 50,000 shares of the Series A Convertible Preferred Stock purchased by TCP Denim,

LLC pursuant to the RG Stock Purchase Agreement, including accrued but unpaid dividend as of June 30, 2018; (ii) a
warrant owned by Tengram II for the purchase of 500,000 shares of common stock at an exercise price of $3.00 per

share (subject to adjustment); (iii) 4,794,422 shares of common stock issuable upon conversion of 4,794,422 shares of
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10.0% Series A-1 Convertible Preferred Stock assuming a one-to-one conversion (subject to adjustment) and
including accrued but unpaid dividend as of June 30, 2018; (iv) 1,363,306 shares of common stock held directly by
Tengram I; (v) 112,559 shares of common stock held directly by TCA; (vi) 41,909 shares of common stock held
directly by RG II Blocker, LLC. TCP Denim, LLC is managed by its sole member, Tengram II. TCA is the general
partner of Tengram I, the manager of RG II Blocker, LLC, and TCA 1I is the general partner of Tengram II. Matthew
Eby and William Sweedler, as the co-managing members of TCA and TCA II, may be deemed to share the voting and
dispositive power of the above 11,994,020 shares of Common Stock. The address of each of the entities mentioned in
this footnote is c/o Tengram Capital Partners, 15 Riverside Avenue, First Floor, Westport, CT 06880.
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(2) This information as to beneficial ownership is based on a Schedule 13G filed on July 11, 2018 by and on behalf of
Arthur Rabin and other information provided to the Company. The address of Mr. Rabin is 350 Fifth Avenue, 9th
Floor, New York, New York 10118.

(3) This information as to beneficial ownership is based on a Schedule 13G filed on February 8, 2016 by and on
behalf of Barry Sternlicht and other information provided to the Company. The address of Mr. Sternlicht is 591 West
Putnam Ave., Greenwich, CT 06830.

(4) This information as to beneficial ownership is based on a Schedule 13D/A filed on February 4, 2016 by and on
behalf of Fireman Capital CPF Hudson Co-Invest LP (“Fireman’) and Daniel Fireman and other information provided
to the Company. These shares, which are beneficially owned by Fireman and its managing partner, Daniel Fireman,
consist of (i) 494,807 shares of Common Stock; plus (ii) 226,169 shares of Common Stock issuable upon conversion
of the Modified Convertible Note held by Fireman, which, because it is convertible at any time, is deemed to be
outstanding pursuant to Rule 13d-3(1) under the Exchange Act. Each of Fireman and Daniel Fireman has shared
voting and dispositive power with respect to the shares. The address of each of Fireman and Daniel Fireman is c/o
Fireman Capital Partners, LLC, Watermill Center, 800 South Street, Suite 600, Waltham, MA 02453.

(5) Excludes 144,588 RSUs, which will vest on December 31, 2018, subject to Mr. Buckley’s continued employment
through the applicable vesting dates. The above shares also exclude 347,011 PSUs, which will vest on December 31,
2018, subject to meeting certain EBITDA targets. Each RSU and PSU represents a contingent right to receive one
share of our Common Stock.

(6) Excludes 133,334 RSUs, which will vest in two annual installments on January 1, 2019 and January 1, 2020,
subject to Mr. Ross’ continued employment through the applicable vesting dates. Each RSU represents a contingent
right to receive one share of our Common Stock.

(7) This information is based on a Schedule 13D/A filed on February 2, 2016 by and on behalf of Mr. Kim and
subsequent filings on Form 4 and other information provided to the Company. The above shares include (i) 484,432
shares of Common Stock, and (ii) 647,439 shares of Common Stock issuable upon conversion of the Modified
Convertible Note, which, because it is convertible at any time, is deemed to be outstanding pursuant to Rule 13d-3 of
the Exchange Act. The above shares exclude 55,556 RSUs, which vest on January 28, 2019, subject to Mr. Kim’s
continued employment. The above shares also exclude 55,556 which will vest on January 28, 2019, subjection to
meeting certain EBITDA targets. Each RSU and PSU represents a contingent right to receive one share of our
Common Stock.
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(8) This information as to beneficial ownership is based on a Schedule 13D filed on February 8, 2016, as amended on
May 10, 2017, July 21, 2017 and February 2, 2018, filings on Form 4 and other information provided to the Company.
These shares include (i) 12,468,396 shares of Common Stock over which Mr. Sweedler may be deemed to share
voting and dispositive power as the co-managing member of TCA and TCA 11, as further described in Note 1, and

(i) 9,059 shares of Common Stock directly held by Mr. Sweedler over which he has sole voting and dispositive
power.

(9) This information as to beneficial ownership is based on a Schedule 13D filed on February 8, 2016, as amended on
May 10, 2017, July 21, 2017 and February 2, 2018, filings on Form 4 and other information provided to the Company.
These shares include (i) 12,468,396 shares of Common Stock over which Mr. Eby may be deemed to share voting and
dispositive power as the co-managing member of TCA and TCA 11, as further described in Note 1, and (ii) 9,058
shares of Common Stock directly held by Mr. Eby over which he has sole voting and dispositive power.

(10) This information is based upon Form 4s filed by Mr. Hoffman with the SEC. This amount excludes 25,772 shares
of Common Stock pursuant to RSUs which vest on September 30, 2018 and December 31, 2018.

(11) This information is based upon Form 4s filed by Mr. McLallen with the SEC. This amount excludes 25,772
shares of Common Stock pursuant to RSUs which vest on September 30, 2018 and December 31, 2018.

15

32



Edgar Filing: Differential Brands Group Inc. - Form PRE 14C

(12) Includes (i) 70,962 shares held for the personal account of Mr. Savage; and (ii) 341 shares held for the account of
Savage Interests LP. Mr. Savage is the managing member of KAS Interests GP LLC and CKS Interests GP, LLC, the
two general partners with voting and investment control over the shares held by Savage Interests LP. Mr. Savage
disclaims beneficial ownership of such shares held for the account of Savage Interests LP except to the extent of his
pecuniary interest therein. This amount excludes 25,772 shares of Common Stock pursuant to RSUs which vest on
September 30, 2018 and December 31, 2018.

(13) Includes shares of our Common Stock beneficially owned by all of our executive officers as of such date, namely,
Mr. Buckley, Mr. Kim and our Chief Financial Officer, Mr. Ross. Any shares of our Common Stock that any director
or executive officer has a right to acquire within 60 days of the date hereof are deemed to be outstanding for the
purpose of computing the percentage ownership of all directors and executive officers as a group.

HOUSEHOLDING

To reduce the expense of delivering duplicate proxy materials to our stockholders, we are relying on the Securities and
Exchange Commission (“SEC”) rules that permit us to deliver only one Information Statement to multiple stockholders
who share an address unless we receive contrary instructions from any stockholder at that address. This practice,
known as “householding,” reduces duplicate mailings, thus saving printing and postage costs as well as natural
resources. Once you have received notice from your broker or us that they or we will be householding materials to
your address, householding will continue until you are notified otherwise or until you revoke your consent. If, at any
time, you wish to receive a separate copy of the Information Statement, promptly and free of charge, or if you wish to
receive separate copies of future stockholder materials, please mail your request to Differential Brands Group Inc.,
1231 S. Gerhart Avenue, Commerce, California 90022, attention: Lori Nembirkow, or call us at +1 (323) 890-1800.

CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This Information Statement contains forward-looking statements within the meaning of the safe harbor provisions of
the Private Securities Litigation Reform Act of 1995, as amended, Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended. The matters discussed in this news
Information Statement involve estimates, projections, goals, forecasts, assumptions, risks and uncertainties that could
cause actual results or outcomes to differ materially from those expressed in the forward-looking statements. All
statements in this news Information Statement that are not purely historical facts are forward-looking statements,
including statements containing the words “may,” “will,” “expect,” “anticipate,” “intend,” “estimate,” “continue,”
“believe,” “plan,” “project,” “will be,” “will continue,” “will likely result” or similar expressions. Any
forward-looking statement inherently involves risks and uncertainties that could cause actual results to differ

FIINTS
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materially from the forward-looking statements. Factors that would cause or contribute to such differences include,
but are not limited to: the parties’ ability to close the GBG Acquisition, including the receipt and terms and conditions
of any required governmental approval of or required financing for the proposed GBG Acquisition that could reduce
anticipated benefits or cause the parties to abandon the GBG Acquisition; the diversion of management’s time and
attention from the Company’s ongoing business during this time period; the impact of the GBG Acquisition on the
Company’s stock price; the anticipated benefits of the GBG Acquisition on its financial results, business performance
and product offerings, the Company’s ability to successfully integrate GBG’s business and realize cost savings and
any other synergies; the risk that the credit ratings of the combined company or its subsidiaries may be different from
what the Company expects; the risk of intense competition in the denim and premium lifestyle apparel industries; the
risk that the Company’s substantial indebtedness could adversely affect the Company’s financial performance and
impact the Company’s ability to service its indebtedness; the risks associated with the Company’s foreign sourcing of
its products and the implementation of foreign production for Hudson’s products, including in light of potential
changes in international trade relations brought on by the current U.S. presidential administration; risks associated
with the Company’s third-party distribution system; continued acceptance of our product, product demand,
competition, capital adequacy, general economic conditions and the potential inability to raise additional capital if
required, the risk that the Company will be unsuccessful in gauging fashion trends and changing customer
preferences, the risk that changes in general economic conditions, consumer confidence, or consumer spending
patterns, including consumer demand for denim and premium lifestyle apparel, will have a negative impact on the
Company’s financial performance or strategies and the Company’s ability to generate cash flows from its operations
to service its indebtedness, the highly competitive nature of the Company’s business in the United States and
internationally and its dependence on consumer spending patterns, which are influenced by numerous other factors,
the Company’s ability to respond to the business environment and fashion trends, continued acceptance of the
Company’s brands in the marketplace; risks related to the Company’s reliance on a small number of large customers;
risks related to the Company’s ability to implement successfully any growth or strategic plans; risks related to the
Company’s ability to manage the Company’s inventory effectively; the risk of cyber-attacks and other system risks;
risks related to the Company’s ability to continue to have access on favorable terms to sufficient sources of liquidity
necessary to fund ongoing cash requirements of the Company’s operations or new acquisitions, risks related to the
Company’s ability to continue to have access on favorable terms to sufficient sources of liquidity necessary to fund
ongoing cash requirements of its operations or new acquisitions; risks related to the Company’s pledge of all its
tangible and intangible assets as collateral under its financing agreements; risks related to the Company’s ability to
generate positive cash flow from operations; risks related to a possible oversupply of denim in the marketplace; and
other risks. The Company discusses certain of these factors more fully in its additional filings with the SEC, including
its annual report on Form 10-K for the fiscal year ended December 31, 2017 and subsequent quarterly reports on
Form 10-Q filed with the SEC, and this Information Statement should be read in conjunction with those reports,
together with all of the Company’s other filings, including current reports on Form 8-K, through the date of this
Information Statement. The Company urges you to consider all of these risks, uncertainties and other factors carefully
in evaluating the forward-looking statements contained in this Information Statement.
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Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the
date hereof. Since the Company operates in a rapidly changing environment, new risk factors can arise and it is not
possible for the Company’s management to predict all such risk factors, nor can the Company’s management assess
the impact of all such risk factors on the Company’s business or the extent to which any factor, or combination of
factors, may cause actual results to differ materially from those contained in any forward-looking statements. The
Company’s future results, performance or achievements could differ materially from those expressed or implied in
these forward-looking statements. The Company does not undertake any obligation to publicly revise these
forward-looking statements to reflect events or circumstances occurring after the date hereof or to reflect the
occurrence of unanticipated events, except as may be required by law.

ADDITIONAL INFORMATION

We are subject to the disclosure requirements of the Exchange Act, and in accordance therewith, file reports,
information statements and other information, including annual and quarterly reports on Forms 10-K and 10-Q,
respectively, with the SEC. Reports and other information filed by the Company can be inspected and copied at the
public reference facilities maintained by the SEC, 100 F Street, N.E., Washington, DC 20549. In addition, the SEC
maintains a web site on the Internet (http.//www.sec.gov) that contains reports, information statements and other
information regarding issuers that file electronically with the SEC through the Electronic Data Gathering, Analysis
and Retrieval System.

A copy of any public filing is also available, at no cost, by writing to Differential Brands Group Inc., 1231 S. Gerhart
Avenue, Commerce, California 90022, attention: Lori Nembirkow or calling +1 (323) 890-1800. Any statement
contained in a document that is incorporated by reference will be modified or superseded for all purposes to the extent
that a statement contained in this Information Statement (or in any other document that is subsequently filed with the
SEC and incorporated by reference) modifies or is contrary to such previous statement. Any statement so modified or
superseded will not be deemed a part of this Information Statement except as so modified or superseded.

This Information Statement is provided to the holders of Common Stock only for information purposes in connection
with the Actions, pursuant to and in accordance with Rule 14c-2 of the Exchange Act. Please carefully read this
Information Statement.

August , 2018 By Order of the Board of Directors
/s/ William Sweedler

William Sweedler
Chairman of the Board of Directors
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Exhibit A

Purchase Agreement

EXECUTION VERSION

PURCHASE AND SALE AGREEMENT

by and among

Global brands group holding limited,

GBG USA Inc.,

and

Differential Brands Group Inc.

Dated as of June 27, 2018
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PURCHASE AND SALE AGREEMENT

This PURCHASE AND SALE AGREEMENT (this “Agreement”), dated as of June 27, 2018, is by and among Global
Brands Group Holding Limited, a Bermuda corporation with limited liability (“Parent”), GBG USA Inc., a Delaware
corporation and wholly owned Subsidiary of Parent (“Seller”), and Differential Brands Group Inc., a Delaware
corporation (“Purchaser”). Each of Seller, Parent and Purchaser is herein referred to individually as_a “Party” and are
collectively referred to as the “Parties.”

Recitals

WHEREAS, as of the date hereof, each Transferred Entity (as defined below) is a wholly owned direct or indirect
Subsidiary (as defined below) of Seller;

WHEREAS, following the consummation of the steps plan set forth on Exhibit A (the “Reorganization”), and at the
Closing (as defined below), (a) each Transferred Entity (other than Newco) shall be a wholly owned direct or indirect
Subsidiary of a Delaware limited liability company and wholly owned Subsidiary of Seller formed in connection with
the Reorganization (“Newco”), and the equity interests of such Transferred Entities shall constitute the sole equity
interests held, directly or indirectly, by Newco and (b) Seller shall be the sole record and beneficial owner of 100% of
the issued and outstanding equity interests of Newco (the “‘Purchased Units”);

WHEREAS, Parent, directly or indirectly, owns the Purchased Assets (as defined below);

WHEREAS, Purchaser desires to purchase the Purchased Units from Seller, and Seller desires to sell the Purchased
Units to Purchaser, upon the terms and subject to the conditions hereinafter set forth; and

WHEREAS, Purchaser desires to purchase the Purchased Assets from Parent or an Affiliate thereof and assume the
Assumed Liabilities (as defined below), and Parent desires to sell or cause to be sold the Purchased Assets and
transfer or cause to be transferred the Assumed Liabilities (as defined below) to Purchaser, upon the terms and subject
to the conditions hereinafter set forth.
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NOW, THEREFORE, in consideration of the mutual promises hereinafter set forth and other good and valuable
consideration, the receipt and adequacy of which are hereby acknowledged, and intending to be legally bound, the
Parties hereby agree as follows:
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Article 1

DEFINITIONS; INTERPRETATION

Section 1.1 Defined Terms. For the purposes of this Agreement, the following terms shall have the following
meanings:

3

“Acquired License Agreements” shall mean all Contracts (a) providing for any Transferred Entity to license Intellectual
Property Rights from a third Person or (b) with respect to which a Sublicense Agreement is being delivered at Closing
in connection with the Transactions.

“Acquisition Proposal” shall mean any offer or proposal from any Person (other than an offer or proposal by Purchaser
or its Affiliates) to engage in an Acquisition Transaction.

3

“Acquisition Transaction” shall mean any transaction or series of related transactions (other than the Sale to Purchaser
or the Reorganization) involving, directly or indirectly (a) any purchase, transfer or other acquisition of all or any
portion of the Purchased Units, any capital stock, equity interests or any other voting securities or debt securities of
any of the Transferred Entities (or any Subsidiary thereof) or Purchased Assets or any other material part of the
Business other than sales of inventory in the ordinary course of business consistent with past practice, (b) any
purchase or other acquisition (including by license or sublicense) of all or a material portion of the assets, rights or
properties of the Business or the acquisition of any of the assets of the Business, other than sales of inventory in the
ordinary course of business consistent with past practice, (c) any merger, consolidation, business combination or other
similar transaction involving the Business, the Purchased Assets or the Transferred Entities, (d) any sale, lease,
exchange, transfer, license, acquisition or disposition of Purchased Units, Purchased Assets or any other material part
of the Business other than sales of inventory in the ordinary course of business consistent with past practice, (e) any
liquidation, dissolution, recapitalization or other significant corporate reorganization of or affecting all or substantially
all of the Transferred Entities or (f) any combination of the foregoing.

“Action” shall mean any action, cause of action, claim (including any cross-claim or counterclaim), suit, charge,
demand, arbitration, litigation, proceeding (including any civil, commercial, criminal, administrative, investigative,
informal or appellate proceeding), complaint, hearing or dispute resolution process or, to the knowledge of Seller,
investigation.
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“Affiliate” shall mean, with respect to any Person, any other Person that directly, or through one or more intermediaries,
controls, is controlled by or is under common control with such Person; provided, that (a) from and after the Closing,
(1) none of the Transferred Entities shall be considered an Affiliate of Parent, Seller or any of their respective
Affiliates, (ii) none of Parent, Seller or any of their respective Affiliates shall be considered Affiliates of any
Transferred Entity and (iii) the Transferred Entities shall be considered Affiliates of Purchaser, in each case, with
respect to matters relating solely to post-Closing periods (b) except pursuant to the definition of Purchaser Related
Party and the final sentence of Section 5.3, Section 10.5 and Section 11.9 (and, in each case, related definitions), in the
case of Purchaser and the Transferred Entities, the term “Affiliate” shall not include at any time the Persons that
Tengram Capital Partners, L.P. (or the funds managed by it) advise, manage or otherwise invest in (other than the
Purchaser and its Subsidiaries), (c) except pursuant to the definition of Seller Related Party, neither Fung Holdings
(1937) Limited nor any Person that controls, is controlled by or is under common control with Fung Holdings (1937)
Limited, in each case other than Seller, Parent and their respective Subsidiaries, shall be considered Affiliates of Seller
or Parent (as applicable) and (d) in no event shall GSO Capital Partners LP (or any Person that controls, is controlled
by or is under common control with GSO Capital Partners LP, including any funds managed or advised by any of
them) or The Blackstone Group L.P. (or any Person that controls, is controlled by or is under common control with
and funds managed or advised by any of them) be an “Affiliate” of Purchaser for purposes of Section 5.10 or Section
5.11. For purposes of this Agreement, “control” shall mean, as to any Person, the power to direct or cause the direction
of the management and policies of such Person, whether through the ownership of voting securities, by Contract or
otherwise (and the terms “controlled by and “under common control with” shall have correlative meanings).
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“Agreed Closing Date Calculations” shall mean (a) if no notice of Disputed Items is delivered by Seller in accordance
with the terms of Section 2.5(b) and within the period provided in Section 2.5(b), the Proposed Closing Date
Calculations as prepared by Purchaser, or (b) if such a notice of Disputed Items is delivered by Seller in accordance
with Section 2.5(b), either (i) the Purchase Price, Working Capital Adjustment and Closing Indebtedness as agreed to
in writing by Seller and Purchaser, or (ii) the Proposed Closing Date Calculations as adjusted in accordance with the
Independent Accountant’s report delivered pursuant to Section 2.5(c).

“Ancillary Agreements” shall mean the Letter Agreement, the Transition Services Agreement, the Confidentiality
Agreement, the Sublicense Agreements, the General Assignment and Bill of Sale, the Debt Commitment Letters, and
each other agreement, document, instrument or certificate contemplated by this Agreement or to be executed by
Purchaser, Seller, Parent or any of their respective Affiliates in connection with the consummation of the
Transactions.

3

‘Anti-Corruption Laws” shall mean all Laws relating to anti-bribery or anti-corruption (governmental or commercial)
which apply to the Seller or any of its Affiliates to the extent relates to or affecting the Business, including Laws that
prohibit the corrupt payment, offer, promise, or authorization of the payment or transfer of anything of value
(including gifts or entertainment), directly or indirectly, to any foreign government official, foreign government
employee or commercial entity to obtain a business advantage, including the U.S. Foreign Corrupt Practices Act of
1977, the U.K. Bribery Act 2010 and all national and international Laws enacted to implement the OECD Convention
on Combating Bribery of Foreign Officials in International Business Transactions.

“Antitrust Law” shall mean the Sherman Act, the Clayton Act, the HSR Act, the Federal Trade Commission Act, and all
other applicable Laws (including non-U.S. Laws) issued by a Governmental Entity that are designed or intended to
preserve and protect competition, prohibit and restrict monopolization, attempted monopolization, restraint of trade

and abuse of dominant position, or to prevent acquisitions, mergers or other business combinations and similar
transactions, the effect of which may be to lessen or impede competition or to tend to create or strengthen a dominant
position or to create a monopoly.

3

‘Asset Selling Affiliates” shall mean all of the Affiliates of Parent, other than the Transferred Entities, that own any
Purchased Assets or that have obligations or liabilities in respect of any Assumed Liabilities.

“Base Purchase Price” shall mean $1,380,000,000.
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“Benefit Plan” shall mean any “employee benefit plan” (as such term is defined in Section 3(3) of ERISA) and any
profit-sharing, bonus, commission, long-term incentive, stock option, stock purchase, stock ownership, other equity or
equity-based, retention, change of control, pension, retirement, supplemental retirement, employment, severance,
salary continuation, termination, change-of-control, deferred compensation, excess benefit, post-retirement medical
insurance, welfare, other incentive, sabbatical, sick leave, short or long-term disability, health, prescription drug,
medical, hospitalization, dental, vision, life insurance, other insurance, loan, paid time off, vacation, holiday and
fringe benefit plan, program, policy, contract, arrangement or agreement (whether formal or informal, oral or written,
qualified or nonqualified, funded or unfunded and including any that have been frozen or terminated), maintained,
contributed to or required to be contributed to by Seller, its Subsidiaries or any of their respective ERISA Affiliates
for the benefit of any current or former employee, director, officer or independent contractor of Seller or the
Transferred Entities or under which Seller, its Subsidiaries or any of their respective ERISA Affiliates has any
Liability with respect to any current or former employee, director, officer or independent contractor of Seller or the
Transferred Entities, or under which a Transferred Entity has any present or future Liability, in all cases, other than an
arrangement or obligation required by applicable Law or a Governmental Entity.

“Business” shall mean the following divisions and/or segments of Parent (as such divisions and/or segments are
reflected on, or included in, the Financial Statements for the fiscal year ended March 31, 2018): (i) “kids”, (ii) “beauty
and accessories” and (iii) “fashion”.

3

“Business Accounting Principles” means the accounting principles and practices used by the Business in the preparation
of the Financial Statements and the illustrative calculation of working capital set forth in Section 1.1(a) of the Seller
Disclosure Schedule;

“Business Day” shall mean any day other than a Saturday, a Sunday or a day on which (a) commercial banks in New
York City or Hong Kong are or (b) The Stock Exchange of Hong Kong Limited is, authorized or obligated by Law or
executive order or the Hong Kong Listing Rules to remain closed.

“Business Employee” shall mean an individual who is, immediately before and as of the Closing, employed by Seller, a
Transferred Entity or any of their respective Affiliates and whose employment primarily consists of performing
services to or for the Business or any Transferred Entity.

“Business Intellectual Property” means any and all Intellectual Property Rights that are, or are purported to be, owned
by the Transferred Entities, and any and all Intellectual Property Rights included in the Purchased Assets.
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“Business IT Assets” shall mean the Software (whether in object or source code form), hardware, databases, and servers,
and all other information technology equipment and assets, in each case owned by or licensed to the Transferred
Entities or Seller and Related to the Business.
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“CEC” shall mean any Transferred Entity that is a “controlled foreign corporation” within the meaning of Section 957(a)
of the Code.

“Closing Date Cash” shall mean, without duplication, (a) the sum of all cash and cash equivalents held in the bank
accounts of the Transferred Entities, minus (b) that amount of any outstanding checks, wires and ACH payments
issued by the Transferred Entities but not yet cashed, cleared, presented for payment or received, as applicable,
calculated in accordance with IFRS and the Business Accounting Principles as of 12:01 a.m. New York time on the
Closing Date.

“Closing Date Transaction Expenses” shall mean (a) to the extent incurred prior to the Closing and not paid in full prior
to the Closing, and without duplication, all fees, expenses and costs incurred (or otherwise payable), directly or
indirectly, whether accrued or not, in connection with, arising from or related to the preparation, negotiation and
execution of this Agreement and the Ancillary Agreements and the performance and completion of the Transactions or
otherwise relating to any other sale process leading up to the execution of this Agreement (including, in each case, all
fees, costs and expenses of the financial advisors, accountants, legal advisors, brokers, consultants and other third
party advisors) and (b) all bonuses, costs, commissions, trust fundings and other payments related to any incentive,
severance, transaction bonus, change of control payment, performance award, retention, stay, deferred compensation
or other compensatory payment or acceleration thereof payable to employees, officers, partners, directors, independent
contractors, consultants or third parties which become payable or due in connection with the transactions
contemplated hereby, including any withholding Taxes and the employer portion of any employment Taxes related
thereto, in each of (a) and (b), for which Purchaser, its Affiliates (including the Transferred Entities) or the Business
has any liability or payment obligation after the Closing or which may give rise to any Lien on the Purchased Units,
Purchased Assets or any other assets of the Business at or after the Closing (but which has been incurred on or prior to
Closing, for the avoidance of doubt). Notwithstanding anything herein to the contrary, the Closing Date Transaction
Expenses shall not include any Consent Fees. For the avoidance of doubt and notwithstanding anything herein to the
contrary, any Closing Date Transaction Expense shall only constitute an Assumed Liability to the extent that it is
taken into account in calculating the Purchase Price.

3

‘Closing Indebtedness” shall mean, without duplication, the aggregate amount of all Indebtedness of the Business and
the Transferred Entities and included in the Assumed Liabilities, calculated in accordance with IFRS (where
applicable, as provided in the definition of Indebtedness) and the Business Accounting Principles as of 12:01 a.m.
New York time on the Closing Date.

“Closing Working Capital” shall mean the amount of Net Working Capital as of 12:01 a.m. New York time on the
Closing Date.

“Code” shall mean the Internal Revenue Code of 1986, as amended.
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“Combined Tax Return” shall mean any combined, consolidated or unitary Tax Return that includes at least one member
of the Seller Group, on the one hand, and at least one of the Transferred Entities, on the other hand.

“Confidential Information” shall mean all confidential, proprietary or non-public information Related to the Business
(including information relating to the business or operations of any Transferred Entity, to the extent Related to the
Business), the Purchased Assets or the Business customers or financial or other affairs, including information relating
to (a) the marketing of goods or services including customer names and lists and other details of customers, sales
targets, sales statistics, market share statistics, prices, market research reports and surveys, and advertising or other
promotional materials, (b) know how (including trade secrets and all technical information in relation to products and
processes) and (c) future projects, business development or planning, commercial relationships and negotiations, but
does not include information to the extent related to the Seller Group or that is made public by, or with the express
prior written consent of, Purchaser.

“Confidentiality Agreement” shall mean the confidentiality and nondisclosure agreement, dated as of April 16, 2018, by
and between Seller and Purchaser.

“Consent Fees” shall mean any fees payable to a third party licensor to the extent paid directly in connection with
obtaining any Material Consent.

“Contract” shall mean any binding written agreement, contract, subcontract, indenture, deed of trust, note, bond,
mortgage, lease, sublease, concession, franchise, license, sublicense, commitment, guarantee, sale or purchase order,
undertaking or other instrument, arrangement or understanding of any kind; provided that any of the foregoing that is
oral shall only be included to the extent expressly stated herein.

3

“Covered Party” shall mean any (a) official, officer, employee or Representative of, or any Person acting in an official
capacity for or on behalf of: (i) any Governmental Entity, (ii) any public international organization or any department
or agency thereof, or (iii) any Person owned or controlled by any Governmental Entity, public international
organization or any department or agency thereof, or (b) any political party or party official or candidate for political
office.

“Current Assets” shall mean, without duplication, the sum of trade and bills receivable net of any reserves and
allowance for doubtful accounts, inventory net of any reserves, prepaids and other receivables of the Transferred
Entities or otherwise Related to the Business, determined in each case, as of 12:01 a.m. New York time on the Closing
Date, and in accordance with the Business Accounting Principles, consistently applied, and excluding (a) any
Excluded Assets, (b) any cash, cash equivalents or other amounts accrued in Closing Date Cash and (c) income Tax
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assets (current or deferred). For the avoidance of doubt, trade and bills receivable will exclude any balances sold to
third parties prior to the Closing. For the avoidance of doubt and notwithstanding anything herein to the contrary, a
Current Asset shall constitute a Purchased Asset to the extent that it is taken into account in calculating the Purchase
Price.
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“Current Liabilities” shall mean, without duplication, the sum of trade and bills payable, trade in bills payable
intercompany, accrued charges and sundry payable and other current Liabilities of the Transferred Entities or
otherwise Related to the Business, determined in each case, as of 12:01 a.m. New York time on the Closing Date, and
in accordance with Business Accounting Principles, consistently applied, and excluding any Excluded Liabilities. For
the avoidance of doubt and not withstanding anything herein to the contrary, a Current Liability shall constitute an
Assumed Liability to the extent that it is taken into account in calculating the Purchase Price.

“Debt Financing Source” shall mean each lender and each other Person (including, without limitation, each agent and
arranger) that have committed to provide or otherwise entered into agreements in connection with the Debt Financing
or other financings in connection with the transactions contemplated hereby, including (without limitation), the Debt
Commitment Letters, any other commitment letters, engagement letters, credit agreements, loan agreements or
indentures relating thereto, together with each former, current and future Affiliate thereof and each former, current and
future officer, director, employee, partner, controlling person, advisor, attorney, agent and Representative of each such
lender, other Person or Affiliate or the heirs, executors, successors and assigns of any of the foregoing.

“Employee Representative Bodies” shall mean any (a) union, labor organization works council or other agency or
representative body certified or otherwise recognized for the purposes of bargaining collectively on behalf of Business
Employees or (b) any representatives of Business Employees elected for the purposes of any notification and/or
consultation in connection with the matters contemplated by this Agreement.

3

“Employment Agreement” shall mean a written contract, offer letter or agreement of Seller or any of its Affiliates with
or addressed to any Business Employee pursuant to which Seller or any of its Affiliates has any actual or contingent
Liability or obligation to provide compensation and/or benefits in consideration for past, present or future services,
including without limitation retention, change of control, expatriate, severance and loan arrangements.

“Environmental Law” shall mean any applicable Law and any authorizations issued pursuant to such Laws, agreements
with any Governmental Entity, any contractual obligations and all other legal requirements relating to (a) pollution or
the protection of the environment (including air, water vapor, surface water, groundwater, drinking water supply,
surface or subsurface land), (b) human health and safety, including with respect to exposure to Hazardous Materials,
worker health and safety or (c) the exposure to, or the use, storage, recycling, treatment, generation, transportation,
processing, handling, labeling, recycling, Release or disposal of, Hazardous Materials.

“ERISA” shall mean the Employee Retirement Income Security Act of 1974.
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“ERISA Affiliate” shall mean any corporation or trade or business (whether or not incorporated) which is treated with
any Person as a single employer within the meaning of Section 414 of the Code.
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“Excluded Taxes” shall mean (a) any Taxes reportable on a Combined Tax Return, (b) any Taxes imposed with respect
to any amount required to be included by Purchaser (or any of its direct or indirect owners or its Affiliates, including
the Transferred Entities after the Closing) under Section 951(a) or Section 965 of the Code with respect to a
Pre-Closing Tax Period or the portion of a Straddle Period of any CFC that is a Pre-Closing Tax Period (taking into
account, without limitation, any related foreign Tax credits under Section 960 of the Code), (c) any Taxes or payments
in respect of the transfer or surrender of any Liability to Tax or any Tax loss or relief for which any of the Transferred
Entities is liable (i) under Treasury Regulations Section 1.1502-6 (or any similar provision of state, local or foreign
Law) by virtue of having been a member of a consolidated, combined, unitary, group relief or other similar Tax group
prior to the Closing, (ii) as a transferee or successor of any Person as a result of a transaction occurring before the
Closing or (iii) pursuant to an agreement entered into prior to the Closing to the extent such Taxes are with respect a
Pre-Closing Tax Period, (d) any Taxes of or imposed on any Transferred Entity for a Pre-Closing Tax Period, (e) any
Taxes (other than Taxes of or imposed on a Transferred Entity) imposed with respect to the Purchased Assets, the
Assumed Liabilities or the Business, in each case, for a Pre-Closing Tax Period or (f) any Taxes of or imposed on a
member of the Seller Group; provided, however, that Excluded Taxes shall not include (i) any Taxes included in the
calculation of Net Working Capital or (ii) any Taxes taken into account in the calculation of Closing Indebtedness or
Closing Date Transaction Expenses.

“Former Business Employee” shall mean an individual who was not a Business Employee as of the Closing but who was
employed by Seller and its Affiliates at any time during the period from June 30, 2015 to the Closing Date and whose
last employment with Seller and its Affiliates primarily consisted of performing services to or for any of the

Transferred Entities or the Business.

“Fundamental Representations” shall mean all representations and warranties set out in Section 3.1(a), Section 3.2,
Section 3.3, Section 3.11 and Section 3.14(b).

“General Assignment and Bill of Sale” shall mean the General Assignment and Assumption and Bill of Sale in a form to
be agreed between the Parties in good faith between the date of this Agreement and Closing, and to be entered into at
the Closing.

3

‘Governmental Entity” shall mean any court, administrative agency, commission or other governmental authority, body
or instrumentality, supranational, national, federal, state, local, municipal, domestic or foreign governmental or
regulatory authority, any self-regulatory or quasi-governmental authority, any arbitral or similar forum of any nature,
or any other body exercising regulatory, taxing or other governmental authority (or any department, agency, branch,
bureau or political subdivision thereof) including any agency, branch, bureau, commission, department, entity, official
or political subdivision, whether domestic or foreign.
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“Hazardous Materials” shall mean each and every element, compound, chemical mixture, contaminant, pollutant,
material, waste or other substance which is defined, determined or identified as or has the potential to be hazardous or
toxic (or words or similar import) under Environmental Laws or the release of which is regulated under
Environmental Laws.

59



Edgar Filing: Differential Brands Group Inc. - Form PRE 14C

“Hong Kong Listing Rules” shall mean the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited.

“HSR Act” shall mean the Hart-Scott-Rodino Antitrust Improvements Act of 1976 and the rules and regulations
promulgated thereunder.

“IFRS” shall mean International Financial Reporting Standards issued by the IFRS Foundation and the International
Accounting Standards Board.

“Indebtedness” shall mean, with respect to any Person as at any time of determination, all indebtedness, obligations and
other liabilities of such Person (a) for borrowed money (including all obligations for (1) outstanding principal and
interest, and (2) premiums, penalties, fees, expenses, breakage costs and bank overdrafts thereunder, in each case
under (2), to the extent actually occurring as at the applicable measurement time), (b) evidenced by any bonds,
debentures, notes or other similar instruments or debt securities, (c) secured by (or for which the holder of such
indebtedness has an existing right, contingent or otherwise, to be secured by) any Lien on any property or assets
owned or acquired by, or equity securities of, such Person, (d) in connection with any override commissions or any off
balance sheet financing, including synthetic leases and project financing, () under capitalized leases (determined in
accordance with IFRS), (f) in respect of banker’s acceptances or letters of credit, (g) with respect to interest rate and
currency obligations, swaps, collars, caps and similar hedging obligations, (h) for the deferred and unpaid purchase
price of property or services, including any “earn-out,” “earn-up,” release of “holdback,” or similar deferred payment
obligations or payments payable with respect to acquisitions (contingent or otherwise) (but not including obligations
or Liabilities with respect to the “earn-ups” set forth on Section 1.1(b) of the Seller Disclosure Schedule), (i) negative
balances in bank accounts and all overdrafts, (j) the excess of any defined benefit pension plan’s benefit Liabilities
over the current value of such plan’s assets determined in accordance with the actuarial assumptions and methods
necessary or required to be used on a plan termination or insolvency basis, (k) for accrued but unpaid income Taxes
(and any withholding required to be made with respect to such amounts), (1) for (1) severance payments and benefits
owed to any current or former manager, officer, employee, director or independent contractor of the Business whose
employment terminates before Closing or who receives or provides notice of termination prior to Closing, (2) bonus
payments owed to any current or former manager, officer, employee or director of the Business which remain unpaid
as of the Closing, and (3) the employer portion of all payroll, employment, unemployment and similar Taxes payable
with respect to the obligations described in the foregoing clauses (1) and (2), (m) under factoring agreements for
accounts receivable, (n) with respect to accounts payable unpaid for more than ninety (90) days, (0) under any direct
or indirect, joint or several, guarantee or commitment provided by such Person in respect of any Indebtedness of
others described in the preceding clauses (a) through (n) or by which such Person assures any other Person against
Loss (including contingent reimbursement obligations with respect to letters of credit), (p) for accrued or unpaid
interest, premium, fees, expenses, penalties (including prepayment and early termination penalties) and other amounts
owing in respect of obligations of the kind referred to in clauses (a) through (o) of this definition, and (q) all
obligations of the kind referred to in clauses (a) through (p) of this definition of other Persons secured by (or for which
the holder of such obligations has an existing right, contingent or otherwise, to be secured by) any Lien on property of
the Business, including the Purchased Assets, whether or not Seller or its Affiliates have assumed or otherwise
become liable for the payment of such obligations (including any obligations secured by a purchase money mortgage
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or other Lien to secure all or any part of a purchase price). For the avoidance of doubt and notwithstanding anything
herein to the contrary, any Indebtedness shall constitute an Assumed Liability to the extent that it is taken into account
in calculating the Purchase Price.
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3

“Intellectual Property Right” shall mean any U.S., foreign or multinational intellectual property, including: (a) any
trademarks, service marks, logos, brand names, slogans, trade dress, internet domain names (including associated
registrations), and trade names, together with all goodwill associated with each of the foregoing, (b) all patents and
patent applications, together with all reissuances, continuations, continuations-in-part, divisionals, provisionals,
non-provisionals, revisions, extensions and re-examinations thereof and foreign equivalents thereof; (c) all copyrights,
whether registered or unregistered, and all applications for registration and registrations in connection therewith and
all renewals thereof, and all works of authorship, moral rights and similar rights of authors, including websites,
advertising material, displays, designs, design archives, patterns, prototypes, prints, and samples; (d) all trade secrets
recognized under applicable Law; (e) all design rights, inventions, know-how, confidential information (including
customer lists), algorithms, data (including research surveys and studies, including with respect to advertising
effectiveness, consumers and/or audience measurement) and databases; (f) rights of publicity (including all rights in a
Person’s name, voice, signature, biography, likeness, image and persona); (g) rights in Software (including but not
limited to source code, executable code, binary code, and related documentation); (h) any registrations or applications
for registration of any of the foregoing domain names; and (i) any other similar type of proprietary intellectual
property rights arising under the Laws of any country or jurisdiction.

“Key Employee” shall mean any Business Employee whose aggregate annual cash compensation exceeds $250,000 per
year or is expected to exceed such amount on an annualized basis for the year ending December 31, 2018.

“Labor Agreement” shall mean any recognition agreement, collective bargaining agreement or other Contract (including
any oral Contract) with an Employee Representative Body to which any Transferred Entity or Seller is a party or
otherwise bound and that is (i) relevant or related to any Business Employee or (ii) Related to the Business.

“Law” shall mean any federal, national, supranational, state, provincial, local, administrative or foreign law (including
common law), constitution, treaty, statute, ordinance (including zoning), rule, regulation, resolution, executive order,
code, Order, arbitration award, agency requirement of, or any license or permit issued by, any Governmental Entity.

“Letter Agreement” shall mean that certain side letter agreement, dated as of the date hereof, by and among Parent,
Seller and Purchaser.

“Liabilities” shall mean any and all debts, liabilities, claims, demands, expenses, commitments, Losses and obligations,
whether primary or secondary, direct or indirect, accrued or fixed, absolute or contingent, known or unknown,

matured or unmatured, liquidated or unliquidated, or determined or determinable, including those arising under any
Law or Action and those arising under any Contract.
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“Licensed Intellectual Property” shall mean any and all Intellectual Property rights that are, or are purported to be,
licensed by the Transferred Entities.

“Liens” shall mean all mortgages, deeds of trust, deeds to secure debt, trust deeds, liens (statutory or otherwise), legal or
equitable, specific or floating, pledges, charges, claims, security interests, purchase agreements, options,

rights-of-way, rights of first offer, rights of first refusal, rights of setoff, easements, restrictions on transfer, or other
encumbrances relating to such property (including zoning ordinances, variances, conditional use permits and similar
regulations for the purpose of providing security, restriction or encumbrance relating to that property).

“Losses” shall mean any loss, liability, damage, dues, obligation, Tax disbursement, deficiency, claim, demand, penalty,
cost, fine or expense of any kind or nature, including, without limitation, legal, accounting, other professional fees and
expenses or other costs and expenses reasonably incurred in the investigation, collection, prosecution or defense of all
Actions, settlements and compromises that may be imposed on or otherwise incurred or suffered, in each case,

whether or not covered by insurance or a third party, whether such matters arise out of contract, tort, violation of law

or any other theory and whether such matters are brought or initiated by a Person or a Governmental Entity.

“Material Adverse Effect” shall mean any change, event, development, circumstance, state of facts or effect that,
individually or in the aggregate: (a) has been, is, or would reasonably be expected to be materially adverse to the
business, assets, liabilities, condition (financial or otherwise) or results of operations of the Business or the
Transferred Entities, taken as a whole, excluding for these purposes any such change, event, development,
circumstance, state of facts or effect caused by, or resulting or arising from, (i) the execution, delivery, announcement
or pendency of this Agreement and the transactions contemplated hereby, (ii) changes in the economic, regulatory or
political conditions generally in the United States or any other jurisdiction in which the Business operates, (iii)
changes after the date hereof in global or national political conditions, including the outbreak or escalation of war or
acts of terrorism, (iv) changes in IFRS (or local equivalents in the applicable jurisdiction), (v) changes in Law, (vi)
any hurricane, tornado, flood, earthquake or other natural disaster, (vii) any action required or permitted by this
Agreement or any Ancillary Agreement or any action taken (or omitted to be taken) with the written consent of, or at
the express written direction of, Purchaser or (viii) the failure to meet any revenue, earnings or other projections,
forecasts or predictions (provided that this clause (viii) shall not prevent or otherwise affect a determination that any
changes, events, developments, circumstances, state of facts or effects underlying a failure described in this clause
(viii) have resulted in or materially contributed to a Material Adverse Effect); provided that, with respect to each of
clauses (ii), (iii), (iv), (v) and (vi) above, any such change, event, development, circumstance, state of facts or effect
shall be taken into account in determining whether a Material Adverse Effect has occurred to the extent they have had,
do have or would reasonably be expected to have, individually or in the aggregate, a disproportionate effect on the
assets, liabilities, condition (financial or otherwise) or results of operations of the Business or the Transferred Entities
relative to other similarly situated businesses and Persons operating in the same industry and in the same jurisdictions
as the Business; or (b) has prevented or materially impaired or delayed, or would reasonably be expected to prevent or
materially delay, the ability of Seller or Parent to carry out their respective obligations under, or to consummate the
transactions contemplated by, this Agreement or the Ancillary Agreements.
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“Material Consent” means the consent of a third party licensor required to transfer or assign to Purchaser (or its
designated Affiliate) the rights under any of the license agreements set forth on Exhibit B of the Letter Agreement.

3

‘Net Working Capital” shall mean, as of a given time, (a) the amount of Current Assets as of such time, minus (b) the
amount of Current Liabilities as of such time, in each case, that are included as line item categories in the calculation
of Closing Working Capital reflected on Section 1.1(a) on Seller Disclosure Schedule.

“Order” shall mean any order, judgment, ruling, injunction, edict, pronouncement, determination, decision, opinion,
verdict, sentence, writ, assessment, stipulation, award or decree issued, made, entered, rendered or otherwise put into
effect by or under the authority of, or any agreement with, any Governmental Entity or any arbitrator.

“Permitted Liens” shall mean the following Liens: (a) Liens expressly disclosed on the face of the books and records of
the Business made available to the Purchaser in connection with the Sale (to the extent such Liens are not material to
the Business) or the Financial Statements; (b) Liens for Taxes, assessments or other governmental charges or levies
that are not yet due or payable or that may thereafter be paid without penalty and for which an applicable reserve has
been made and is expressly reflected on the books and records of the Business made available to the Purchaser in
connection with the Sale (to the extent such Liens are not material to the Business) or the Financial Statements; (c¢)
statutory Liens of landlords, lessors or renters and Liens of carriers, warehousemen, mechanics, materialmen,
workmen, repairmen and other Liens imposed by operation of Law arising or incurred in the ordinary course of
business securing amounts that are not yet due and payable and which shall be released at Closing (provided Seller
shall not be required to release any such statutory Liens to the extent any Assets remain located in the respective real
property or warehousemen in the ordinary course of business consistent with past practice); (d) Liens incurred or
deposits made in the ordinary course of business and on a basis consistent with past practice in connection with
workers’ compensation, unemployment insurance or other types of social security; (e) Liens incurred in the ordinary
course of business and on a basis consistent with past practice securing obligations or liabilities that are not material to
the operations of the Transferred Entities or the Business or that otherwise do not materially impair the conduct of the
Business in the ordinary course; (f) minor defects or minor imperfections of title, encroachments, easements,
declarations, conditions, covenants, rights-of-way, charges, instruments or encumbrances or other restrictions of
record affecting title to real property (including any leasehold or other interest therein) which have not and could not
reasonably be expected to materially impair or affect the ordinary conduct of the operations at any such real property;
(g) zoning ordinances, variances, conditional use permits and similar governmentally established regulations, permits,
approvals and conditions, in each case, which are not violated by the current use or occupancy of any real property
used in connection with the operation of the Business; and (h) Liens created or incurred by Purchaser and its Affiliates
concurrently with, or following, the Closing.

-12-
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“Person” shall mean any individual, partnership (general or limited), corporation, limited liability company, joint
venture, association or other form of business organization (whether or not regarded as a legal entity under applicable
Law), trust or other entity or organization, including a Governmental Entity.

3

‘Post-Closing Period” shall mean any taxable period (or portion thereof) beginning after the Closing Date.

3

‘Pre-Closing Tax Period” shall mean any taxable period ending on or before the Closing Date or the portion of any
Straddle Period ending on the Closing Date.

“Purchase Price” shall mean an amount equal to the Base Purchase Price plus (a) the Working Capital Adjustment
(which may be a negative number), minus (b) the amount of Closing Indebtedness, plus (c) the amount of Closing
Date Cash minus (d) the amount of Closing Date Transaction Expenses.

“Purchaser Disclosure Schedule” shall mean the disclosure schedule dated as of the date hereof and delivered by
Purchaser to Seller concurrently with this Agreement.

3

“Purchaser Fundamental Representations” shall mean all representations and warranties set forth in Section 4.1, Section
4.2 and Section 4.6.

“Related to the Business” shall mean primarily required for, primarily held for use, or used primarily in, or arising,
directly or indirectly, primarily out of the operation or conduct of, the Business, or held primarily for such use. For the
avoidance of doubt, all assets included in “Current Assets” are Related to the Business.

“Release” shall mean any spilling, leaking, pumping, pouring, emitting, emptying, injecting, depositing, disposing,
discharging, dispersal, escaping, dumping, migrating or leaching into or through the environment, including surface
water, soil or groundwater or from building components or structures of Hazardous Materials.

“Representatives” means, with respect to any Person, the directors, officers, employees, members, managers,
shareholders, equityholders, advisers (legal, financial or otherwise), current or prospective Debt Financing Sources,
accountants, appraisers, agents, consultants or other representatives of such Person or any of its Affiliates and each of
its and their respective predecessors, successors and permitted assigns.
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“Securities Act” shall mean the U.S. Securities Act of 1933.

“Seller Disclosure Schedule” shall mean the disclosure schedule dated as of the date hereof and delivered by Seller to
Purchaser concurrently with this Agreement.

“Seller Group” shall mean Parent, Seller and their respective Subsidiaries, other than the Transferred Entities.

“Shared Locations” shall have the meaning set forth in the Transition Services Agreement.

-13-
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“Software” shall mean any software, programs and databases in any form, including compilers, middleware,
development tools, websites (including the content thereon), firmware, operating systems and specifications,
platforms, interfaces, APISs, test specifications and scripts, source code and object code.

“Solvent” when used with respect to any Person, means that, as of any date of determination (a) the amount of the “fair
saleable value” of the assets of such Person will, as of such date, exceed the sum of (i) the value of all “liabilities of such
Person, including contingent and other liabilities,” as of such date, as such quoted terms are generally determined in
accordance with applicable Laws governing determinations of the insolvency of debtors and (ii) the amount that will

be required to pay the probable liabilities of such Person, as of such date, on its existing debts (including contingent
and other liabilities) as such debts become absolute and mature, (b) such Person will not have, as of such date, an
unreasonably small amount of capital for the operation of the businesses in which it is engaged or proposed to be
engaged following such date, and (c) such Person will be able to pay its liabilities, as of such date, including

contingent and other liabilities, as they mature. For purposes of this definition, “not have an unreasonably small amount
of capital for the operation of the businesses in which it is engaged or proposed to be engaged” and “able to pay its
liabilities, as of such date, including contingent and other liabilities as they mature” means that such Person will be able
to generate enough cash from operations, asset dispositions or refinancing, or a combination thereof, to meet its
obligations as they become due.

“Straddle Period” shall mean any taxable period beginning on or before and ending after the Closing Date.

“Subsidiary” shall mean, with respect to any Person, any corporation, limited liability company, partnership, association
or other business entity or organization whether incorporated or unincorporated, of which (a) if a corporation, such

first Person directly or indirectly owns or controls at least a majority of the total voting power of the securities or other
interests entitled by their terms (without regard to the occurrence of any contingency) to vote in the election of
directors, managers, trustees thereof (or others performing similar functions), or (b) if a limited liability company,
partnership, association, or other business entity or organization (other than a corporation), such first Person is a
general partner or managing member thereof or a majority of the partnership or other similar ownership interests
thereof is at the time owned or controlled, directly or indirectly, by such first Person (and for this purpose, a Person or
Persons own a majority ownership interest in such a business entity or organization (other than a corporation) if such
Person or Persons shall be allocated a majority of such business entity’s or organization’s gains or losses).

“Target Working Capital” shall mean $332,500,000.

“Tax” shall mean any tax assessment, levy, impost, duty, contribution or other governmental charge of any kind and of
any jurisdiction, including any U.S. federal, state or local or foreign income, profits, corporate income or corporation,
license, severance, occupation, windfall profits, capital gains, capital stock, transfer, registration, social security (or
similar), production, franchise, gross receipts, payroll, sales, employment, use, property, excise, value-added, net
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wealth, estimated, stamp, alternative or add-on minimum, environmental, withholding, and any other tax, assessment,
levy, impost, duty, contribution or other governmental charge, whether disputed or not, imposed by any jurisdiction,
together with all interest, penalties, surcharges and additions imposed with respect to such amounts.
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“Tax Claim” shall mean (a) any claim with respect to Taxes made by any Taxing Authority related to the Transferred
Entities, the Purchased Assets, the Assumed Liabilities, or the Business, or (b) any assessment or self-assessment of
any Liability to Tax from which (in either case) a claim for indemnification under Article VII could reasonably be
expected to arise.

“Tax Return” shall mean any return, declaration, report, claim for refund or information return or statement relating to
Taxes, including any schedule or attachment thereto, and including any amendment thereof.

“Taxing Authority” means any Governmental Entity exercising any authority to impose, regulate or administer the
imposition of Taxes.

“Transactions” shall mean, collectively, the transactions contemplated by this Agreement and the Ancillary Agreements,
including the Sale.

“Transferred Contracts” shall mean all leases, licenses, bids, tenders, purchase orders, consulting agreements, supply
agreements, distribution Contracts, manufacturing Contracts, maintenance Contracts, agreements, commitments and
other Contracts Related to the Business, including the Acquired License Agreements but excluding any Excluded
Assets (and, for the avoidance of doubt, any Contract referred to on Exhibit B of the Letter Agreement that is retained
by Parent (or its nominee) in accordance with the terms and conditions of the Letter Agreement shall be an Excluded
Asset).

“Transferred Entities” shall mean, collectively, Newco and the entities listed on Section 1.1(d) of the Seller Disclosure
Schedule.

“Transition Services Agreement” shall mean the Transition Services Agreement, substantially on the terms set forth in
the term sheet attached hereto as Exhibit B, to be entered into at the Closing.

“Willful Breach” shall mean with respect to any breaches or failures to perform any of the covenants or other
agreements contained in this Agreement, a material breach that is a consequence of an act or failure to act undertaken
by the breaching Person with actual or constructive knowledge (which shall be deemed to include knowledge of facts
that a Person acting reasonably should have, based on reasonable due inquiry of their direct reports) that such Person’s
act or failure to act would, or would reasonably be expected to, result in or constitute a breach of this Agreement. For
the avoidance of doubt, a Person’s failure to consummate the Closing when required pursuant to Section 2.4 shall be a
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“Working Capital Adjustment” shall mean, as applicable, (a) the amount by which Closing Working Capital exceeds the
Target Working Capital, or (b) the amount by which Closing Working Capital is less than the Target Working Capital;
provided that any amount which is calculated pursuant to this clause (b) shall be deemed to be a negative number.
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Section 1.2 Other Definitions. The following terms shall have the meanings defined in the Section indicated:

ADSP Section 7.12(b)
ADSP Allocation Section 7.12(b)
Agreed Claim Items Section 10.5(¢c)
Agreement Preamble
Alternative Arrangements Section 10.7
Assets Section 2.2
Assumed Liabilities Section 2.2
Assumed License Agreement Liabilities Section 2.2
Audit Party Section 5.25
Balance Sheet Date Section 3.5
Business Permits Section 3.9

Cap

Claim

Claim Notice

Closing

Closing Date

Continuing Employee
Contributed Assets

Data Room

Debt Commitment Letters
Debt Financing
Deductible

Deferred Asset

DGCL

Disputed Claim Items
Disputed Item

Earn-out Obligations
Earn-up Obligations

End Date

Estimated Purchase Price
Exchange Act

Excluded Assets
Excluded Liabilities
Existing License

Final Information Statement
Financial Statements
General Survival Date
government official
Governmental Consents
Incremental Section 338 Liability
Indemnified Party
Indemnifying Party
Independent Accountant

Section 10.3(b)
Section 10.5(a)
Section 10.5(b)
Section 2.1
Section 2.4
Section 6.1
Section 3.2(f)
Section 1.3(b)
Section 4.5
Section 4.5
Section 10.3(a)
Section 5.15(a)
Section 5.19(a)
Section 10.5(¢c)
Section 2.5(b)
Section 5.13(a)
Section 5.13(b)
Section 9.1(b)
Section 2.3(a)
Section 5.19(a)
Section 2.2
Section 2.2
Section 5.11(a)
Section 5.19(a)
Section 3.5
Section 10.1
Section 3.22
Section 5.3
Section 7.12(c)
Section 10.5
Section 10.5
Section 2.5(¢c)
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Insurance Policies

International Trade Laws

Issued Materials

Leased Real Property

Letters of Credit

License Agreements

Material Contracts

Maximum Liability Amount
Newco

Non-Audit Party

Non-Recourse Party

Occurrence Policies

Parent

Parent Stockholder Approval
Parent Termination Fee

Party

Paying Party

Preliminary Information Statement
Proposed Closing Date Calculations
Purchase Price Allocation
Purchased Assets

Purchased Units

Purchaser

Purchaser Cure Period

Purchaser Group Holder
Purchaser Indemnified Parties
Purchaser Pre-Closing Tax Return
Purchaser Related Parties
Purchaser Stockholder Approval
Purchaser Straddle Period Tax Return
Purchaser Tax Indemnitee
Purchaser Tax Returns

Purchaser Termination Fee

Real Property Leases

Receiving Party

Recovery Costs

Section 3.25
Section 3.22(d)
Section 5.18(a)
Section 3.18(b)
Section 5.12
Section 3.16(d)
Section 3.17
Section 9.5(d)
Recitals
Section 5.25
Section 11.9(a)
Section 5.22
Preamble
Section 3.3
Section 9.3
Preamble
Section 2.5(e)
Section 5.19(a)
Section 2.5(a)
Section 7.10
Section 2.2
Recitals
Preamble
Section 9.1(f)
Section 5.4(¢c)
Section 10.2
Section 7.3(b)
Section 9.5(b)
Section 4.2
Section 7.3(b)
Section 7.1
Section 7.3(b)
Section 9.4(b)
Section 3.18(b)
Section 2.5(e)
Section 10.7

Registered Business Intellectual Property Section 3.16(a)

Reorganization

Required Amount
Resolution Period
Response Notice

Reverse Termination Fee
Sale

SEC

Section 338(h)(10) Election
Seller

Recitals
Section 4.5
Section 2.5(b)
Section 10.5(¢c)
Section 9.4(a)
Section 2.1
Section 5.19(a)
Section 7.12(a)
Preamble
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Seller Cure Period Section 9.1(e)

Seller Group Holder Section 5.4(b)

Seller Indemnified Parties Section 10.4

Seller Related Parties Section 9.5(b)

Seller Return Section 7.3(a)
Significant Customers Section 3.20
Significant Suppliers Section 3.20
Stockholder Meeting Section 5.18(a)
Sublicense Agreements Section 2.4(b)(K)

Tax Representations Section 10.1
Terminating Purchaser Breach Section 9.1(f)
Terminating Seller Breach Section 9.1(d)

Third Party Claim Section 10.5(b)
Transfer Taxes Section 7.11
Transferred Entity Equity Interests Section 3.2(a)

Unit Sale Section 2.1

Section 1.3 Interpretation: Absence of Presumption.
(@ It is understood and agreed that the specification of any dollar amount in the representations and warranties

contained in this Agreement or the inclusion of any specific item in the Seller Disclosure Schedule is not intended to
imply that such amounts or higher or lower amounts, or the items so included or other items, are or are not material,
and neither Party shall use the fact of the setting of such amounts or the fact of the inclusion of any such item in the
Seller Disclosure Schedule in any dispute or controversy between the Parties as to whether any obligation, item or
matter not described in this Agreement or included in the Seller Disclosure Schedule is or is not material for purposes
of this Agreement.

-18-

77



Edgar Filing: Differential Brands Group Inc. - Form PRE 14C

(b) For the purposes of this Agreement: (i) words in the singular shall be held to include the plural and vice versa
and words of one gender shall be held to include the other gender as the context requires; (ii) the terms “hereof,” “herein,’
and “herewith” and words of similar import shall, unless otherwise stated, be construed to refer to this Agreement as a
whole (including all of the Schedules and Exhibits to this Agreement) and not to any particular provision of this
Agreement, while Article, Section, clauses, paragraph and Exhibit references are to the specified Articles, Sections,
paragraphs and Exhibits to this Agreement unless otherwise specified; (iii) the word “including” and words of similar
import when used in this Agreement shall mean “including without limitation” unless the context otherwise requires or
unless otherwise specified and the term “extent” in the phrase “to the extent” shall mean the degree to which a subject or
other thing extends, and such phrase shall not mean simply “if”’; (iv) the word “or” shall not be exclusive; (v) all pronouns
and any variations thereof refer to the masculine, feminine or neuter, singular or plural, as the context may require;

(vi) “knowledge” shall mean, with respect to Seller, the actual knowledge of the individuals set forth in Section 1.3(a) of
the Seller Disclosure Schedule and such knowledge as those individuals would reasonably be expected to have if they
had made due and reasonable inquiry and, with respect to Purchaser, shall mean the actual knowledge of the

individuals set forth in Section 1.3(a) of Purchaser Disclosure Schedule; (vii) “ordinary course of business” shall mean,
with respect to any Person, the ordinary course of business of such Person, consistent with past custom and practice

and normal day-to-day operations, including with respect to quantity, frequency and duration; (viii) all references to

any period of days shall be deemed to be to the relevant number of calendar days unless otherwise specified; (ix) if

any action is to be taken or given on or by a particular calendar day, and such calendar day is not a Business Day, then
such action may be deferred until the next Business Day; (x) references to documents or other materials “provided” or
“made available” to Purchaser or similar phrases shall mean that such documents or other materials were present (and
available for viewing by Purchaser and its Representatives) in the online data room hosted by Reed Smith LLP (the
“Data Room”) prior to the Business Day preceding the date of this Agreement; (xi) any reference to a statute refers to
such statute and all rules, regulations and pronouncements made under it, as it or they may have been or may from

time to time be amended, re-enacted or replaced; (xii) all accounting terms used herein and not expressly defined

herein shall have the meanings given to them under IFRS; (xiii) each reference to a Law, statute, regulation or other
government rule is to it as amended from time to time and to all rules and regulations promulgated thereunder and, as
applicable, is to corresponding provisions of successor Laws, statutes or other government rules; and (xiv) except as
otherwise specifically provided in this Agreement, any agreement or instrument defined or referred to herein means

such agreement or instrument as from time to time amended, supplemented or modified, including by waiver or

consent and all attachments thereto and instruments incorporated therein. Unless otherwise expressly indicated, all
dollar amounts referred to in this Agreement (and the Ancillary Agreements) are in U.S. Dollars, and all amounts

owing under this Agreement and such other documents shall be paid in U.S. Dollars.

)

© This Agreement shall be construed without regard to any presumption or rule requiring construction or
interpretation against the Party drafting or causing any instrument to be drafted.

Section 1.4 Headings: Definitions. The section and article headings contained in this Agreement are inserted for
convenience of reference only and shall not be deemed to affect the meaning or interpretation of this Agreement. All
capitalized terms defined in this Agreement are equally applicable to both the singular and plural forms of such terms.
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Section 1.5 Schedules and Exhibits. The Schedules and Exhibits to this Agreement are incorporated into and
form an integral part of this Agreement. If an Exhibit is a form of agreement, such agreement, when executed and
delivered by the Parties thereto, shall (without affecting the rights or obligations of any Party hereunder in respect of
such agreement) constitute a document independent of this Agreement.

Article 11

THE SALE

Section 2.1 The Unit Sale. Upon the terms and subject to the satisfaction or, if permissible, waiver of the
conditions set forth in this Agreement, at the closing of the Transactions in accordance with Section 2.4 (the “Closing”),
Seller shall sell, transfer, convey, assign and deliver to Purchaser, and Purchaser shall purchase and acquire from

Seller, all of Seller’s right, title and interest in and to all (but not less than all) of the Purchased Units (such purchase
and sale, the “Unit Sale” and, together with the purchase of the Purchased Assets and the assumption of the Assumed
Liabilities, the “Sale”), free and clear of all Liens (other than transfer restrictions under applicable securities Laws, if

any).
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Section 2.2 Purchased Assets: Assumed Liabilities and Excluded Liabilities. Upon the terms and subject to the
conditions of this Agreement, at the Closing, Parent shall sell, convey, assign, transfer and deliver to Purchaser (or
shall cause its applicable Affiliate to sell, convey, assign, transfer and deliver to Purchaser), free and clear of all Liens,
other than Permitted Liens, and Purchaser shall (i) purchase, acquire and accept from Parent or such Affiliate, all of
Parent’s or such Affiliate’s right, title and interest in, to and under, all of the properties, assets, claims, causes of action,
Contracts, rights, interests, privileges, expectations and business of every kind, character and description, whether real
or personal or mixed, tangible or intangible, whether accrued, contingent or otherwise, and wherever located (the
“Assets”) to the extent Related to the Business, including property, plant and equipment of Seller and the Transferred
Entities to the extent Related to the Business (subject to the allocation of space at the Shared Locations to be
determined in accordance with Section 5.23), but excluding (1) any Assets owned by the Transferred Entities to the
extent sold, conveyed, transferred and delivered pursuant to Section 2.1 and (2) the Excluded Assets (the “Purchased
Assets”) and (ii) assume (and from and after the Closing, discharge, pay and perform when due) all Assumed
Liabilities. For purposes of this Agreement, (x) “‘Assumed Liabilities” means all Liabilities of the Transferred Entities
and the Seller Group of any kind, character or description (whether known or unknown, accrued, absolute, contingent
or otherwise) (i) solely to the extent Related to the Business or related to the Purchased Assets (including all
Liabilities arising under Transferred Contracts), (ii) for any Business Employees who were employed by any
Transferred Entity as of immediately following the Closing, except as otherwise set forth herein or (iii) up to an
aggregate amount of $2,500,000, arising from licensor audits with respect to periods prior to the Closing conducted
under license agreements to which a Transferred Entity is party (the “Assumed License Agreement Liabilities”), (y)
“Excluded Assets” means all of the Assets of Parent and its Affiliates (other than the Transferred Entities) which are not
being transferred to Purchaser hereunder, including any Contract referred to on Exhibit B of the Letter Agreement that
is retained by Parent (or its nominee) in accordance with the terms and conditions of the Letter Agreement and (z)
“Excluded Liabilities” means all obligations and liabilities of any kind, character or description (whether known or
unknown, accrued, absolute, contingent or otherwise) of Parent and its Affiliates (including the Transferred Entities)
that are not Assumed Liabilities, including (i) all Liabilities arising from or relating to or in connection with the
Excluded Assets, (ii) all Liabilities arising from licensor audits with respect to periods prior to the Closing conducted
under license agreements to which a Transferred Entity is party, other than the Assumed Licenses Agreement
Liabilities, and (iii) all Liabilities of Parent and its Affiliates (including the Transferred Entities) to the extent not
Related to the Business.
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Section 2.3 Purchase Price and Assumption of Liabilities.
(a) No later than five (5) Business Days prior to the scheduled Closing Date, Seller shall deliver to Purchaser

Seller’s good faith calculation of the Purchase Price based upon (i) the Base Purchase Price and (ii) Seller’s good faith
estimate of (A) the Working Capital Adjustment (which may be a positive or negative number), (B) the amount of
Closing Indebtedness, (C) the amount of Closing Date Cash and (D) the amount of Closing Date Transaction
Expenses (such calculation of the Purchase Price, the “Estimated Purchase Price”). Such Estimated Purchase Price and
all computations and components thereof shall be (x) prepared in accordance with IFRS and the Business Accounting
Principles, and accompanied by reasonable detail and supporting documentation, and (y) subject to the reasonable
review and comment of Purchaser, and Parent and Seller agree to consider such comments in good faith and in
accordance with the requirements of, and the definitions set forth in, this Agreement.

(b) Subject to the adjustment set forth in Section 2.5, in full consideration for the Purchased Units and Purchased
Assets, at the Closing, Purchaser shall (i) pay or cause to be paid to the Seller an amount in cash equal to the
Estimated Purchase Price (as may be adjusted in accordance with Section 2.3(a)) and (ii) assume or cause to be
assumed the Assumed Liabilities.

Section 2.4 Closing.

(a) The Closing shall take place at the offices of Dechert LLP, 1095 Avenue of the Americas, New York, New
York 10036 at 10:00 a.m., New York time, on the third (3'9) Business Day following the date on which the conditions
set forth in Article VIII (other than those conditions that by their nature are not to be satisfied at the Closing, but

subject to the satisfaction or waiver of such conditions at the Closing) have been satisfied or waived in accordance

with this Agreement or at such other time as Seller and Parent may agree in writing. The Closing shall take place by
remote exchange of documents, unless another method or place is agreed to in writing by Purchaser and Seller. The

date on which the Closing occurs is referred to as the “Closing Date”. Except as expressly set forth in this Agreement, in
no event shall the Closing be deemed a waiver, termination or expiration of any Party’s rights or obligations under this
Agreement.

(b) At the Closing:

1) Seller shall, and Parent shall cause Seller to:
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(A) deliver to Purchaser a duly executed transfer power (in form and substance reasonably acceptable to
Purchaser) in respect of the Purchased Units and certificates or other instruments representing the Purchased Units, or
confirmations of book-entry transfer with respect to the Purchased Units;

B) deliver to Purchaser the Ancillary Agreements to which Parent, Seller or any of their respective Affiliates is
party, or cause to be executed and delivered, to Purchaser the Ancillary Agreements;

© deliver to Purchaser the General Assignment and Bill of Sale duly executed by the Asset Selling Affiliates;

D) deliver to Purchaser evidence reasonably satisfactory to Purchaser that the Reorganization has occurred and
is effective, together with true and complete copies of all of the documents, filings and agreements giving effect to the
Reorganization, in each case in form and substance reasonably satisfactory to Purchaser;
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(E) deliver, or cause to be delivered, and transfer actual possession and control of all Purchased Assets (including
all tangible embodiments of Intellectual Property Rights constituting a Purchased Asset, to the extent not in the
possession of the Transferred Entities as of the Closing), to Purchaser (or Purchaser’s designee) by taking such actions
as may be required, reasonably necessary or desirable, or requested by Purchaser to effect such transfer of possession
and control;

F deliver to Purchaser the certificate contemplated by Section 8.2(d);

(G) deliver evidence, in form and substance reasonably satisfactory to Purchaser, that any Liens on the Purchased
Units, the assets of the Transferred Entities and the Purchased Assets have been released;

(H) deliver, or cause to be delivered, to Purchaser the consents, approvals, authorizations and waivers set forth on
Section 2.4(b)(i)(H) of the Seller Disclosure Schedule, in each case in form and substance reasonably satisfactory to
Purchaser and in full force and effect as of the Closing;

(D unless otherwise requested by Purchaser, deliver, or cause to be delivered, to Purchaser resignations of each
director and officer of the Transferred Entities;

J deliver, or cause to be delivered, a properly executed statement of and each Asset Selling Affiliate, in the
form of Treasury Regulations Section 1.1445-2(b) and reasonably acceptable to Purchaser, certifying that and each
Asset Selling Affiliate (as applicable) is not a foreign person for purposes of either Section 1445 or Section 1446(f) of
the Code;

(K) deliver, or cause to be delivered, to Purchaser the duly executed and enforceable Sublicense Agreements
between the Transferred Entity corresponding to each such Sublicense Agreement on Section 2.4(b)(K) of the Seller
Disclosure Schedule and Seller, each in a form to be agreed between the Parties in good faith between the date of this
Agreement and the Closing (the “Sublicense Agreements”); and

L) deliver, or cause to be delivered, to Purchaser all such other customary instruments of transfer, assumptions,
filings, documents or certificates as the Parties may deem reasonably necessary or appropriate to give effect to this
Agreement.
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Purchaser shall:

execute and deliver to the Seller the General Assignment and Bill of Sale;
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B) execute and deliver to the applicable Seller the Ancillary Agreements to which Purchaser is party;

© deliver to Seller the certificate contemplated by Section 8.3(c); and

D) pay the Estimated Purchase Price by wire transfer of immediately available funds, in accordance with written
instructions given by Parent to Purchaser prior to the Closing.

© Notwithstanding anything to the contrary herein, if it becomes reasonably apparent to the Parties that the
Closing Date shall occur on or following September 1, 2018, the Parties shall amend and restate this Agreement to
include provisions that implement an economic close “locked-box” system that has a “locked-box date” effective as of
11:59 p.m. New York time on August 31, 2018.

Section 2.5 Purchase Price Adjustment.
(a) Within ninety (90) days after the Closing Date, Purchaser shall deliver to Parent its calculation of the

Purchase Price, together with Purchaser’s good faith proposed calculations of (i) the Working Capital Adjustment, (ii)
Closing Indebtedness, (iii) Closing Date Cash and (iv) Closing Date Transaction Expenses, in each case, including the
components thereof and in accordance with IFRS and consistent with past practices and the definitions thereof (which
calculations shall collectively be referred to herein from time to time as the “Proposed Closing Date Calculations”); it
being acknowledged and agreed that in order to avoid duplication, no individual item or amount shall be taken into
account in more than one of the components of the Proposed Closing Date Calculations (or more than once in any
individual component of the Proposed Closing Date Calculation above) in calculating the Proposed Closing Date
Calculations. During the thirty (30) day period immediately following delivery to Parent of the Proposed Closing Date
Calculations, Purchaser shall, and shall cause the Transferred Entities to, provide Parent and Parent’s accountants,
advisors and other representatives with reasonable access during normal business hours to the books and records (to
the extent in the possession or control of Purchaser or one of its Subsidiaries) to the extent relevant to the preparation
of the Proposed Closing Date Calculations and to the personnel employed by Purchaser responsible for the preparation
of the Proposed Closing Date Calculations in order to respond to the inquiries of Parent related thereto, (x) Parent and
its accountants, advisors and other representatives shall execute any customary releases or waivers in favor of
Purchaser’s and the Transferred Entities’ professional advisors in connection with such review and (y) such review shall
not interfere in any material respect with the normal business operations of Purchaser or the Transferred Entities.

(b) Parent may dispute the amounts reflected on the line items of the Proposed Closing Date Calculations (each,
a “Disputed Item”), but only on the basis of (i) mathematical errors, or (ii) the Proposed Closing Date Calculations not
being calculated in accordance with Section 2.5(a); provided, however, that in each case Parent shall notify Purchaser
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in writing of each Disputed Item, and specify in reasonable detail the amount thereof in dispute and the basis therefor,
within thirty (30) days after the Proposed Closing Date Calculations has been delivered to Parent. The failure by
Parent to provide a notice of Disputed Items to Purchaser within such period will constitute Parent’s final and binding
acceptance of all items in the Proposed Closing Date Calculations. Only those matters identified in a timely delivered
notice of Disputed Items shall be in dispute, and all other matters included in the Proposed Closing Date Calculations
shall be final and binding upon the Parties.
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(c) If a notice of Disputed Items shall be timely delivered pursuant to Section 2.5(b), Parent and Purchaser shall,
during the twenty (20) Business Days following the date of such delivery (the “Resolution Period”), negotiate in good
faith to resolve the Disputed Items. If, during the Resolution Period, the Parties reach an agreement with respect to the
Disputed Items, such agreement shall be evidenced in writing and the Proposed Closing Date Calculations (as revised
pursuant to such written agreement) shall become final and binding on the date of such agreement. If, during the
Resolution Period, the Parties are unable to reach agreement with respect to any of the Disputed Items, Parent and
Purchaser shall refer all unresolved Disputed Items to Ernst & Young or such other accounting firm upon which
Parent and Purchaser shall mutually agree (the “Independent Accountant”). Parent and Purchaser agree to cooperate with
the Independent Accountant during its resolution of the Disputed Items (including by entering into a customary
engagement letter with the Independent Accountant). In resolving such objections, the Independent Accountant shall
only consider those items in dispute as set forth in the Proposed Closing Date Calculations and Parent’s timely notice
of Disputed Items, and shall be instructed to otherwise not investigate matters independently. None of Purchaser,
Parent, Seller or any of their respective Affiliates shall have any ex parte communications with the Independent
Accountant. Parent and Purchaser shall request that the Independent Accountant make a determination, acting as an
expert and not as an arbitrator, with respect to unresolved Disputed Items within thirty (30) days after its engagement
by Parent and Purchaser, which determination shall be made in accordance with the rules set forth in this Section 2.5.
The Parties agree that the failure of the Independent Accountant to strictly conform to any deadline or time period
contained herein shall not render the determination of the Independent Accountant invalid and shall not be a basis for
seeking to overturn any determination rendered by the Independent Accountant. The Independent Accountant shall
deliver to Parent and Purchaser, within such thirty (30) day period, a written report setting forth (i) its adjustments, if
any, to the Proposed Closing Date Calculations, and (ii) the calculations supporting such adjustment of the Closing
Indebtedness, the Working Capital Adjustment, the Closing Date Cash, the Closing Date Transaction Expenses and
the Purchase Price. Absent manifest error, such report shall be final, conclusive and binding on the Parties and the
Parties agree that the procedures set forth in this Section 2.5 for resolving disputes with respect to the Proposed
Closing Date Calculations shall be the sole and exclusive method for resolving such disputes unless otherwise agreed
to in writing by the Parties. In resolving all Disputed Items submitted to it in accordance with this Section 2.5, the
Independent Accountant shall not assign a value to any item that is greater than or less than the value that was claimed
by either Party. Parent and Purchaser shall initially share equally all costs incurred in connection with the engagement
of the Independent Accountant; provided that such costs shall ultimately be allocated between Purchaser and Parent in
the same proportion that the aggregate amount of the Disputed Items submitted to the Independent Accountant that are
unsuccessfully disputed by each such Party (as finally determined by the Independent Accountant in accordance with
this Section 2.5(c)) bears to the total amount of such Disputed Items so submitted.
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(d) If the Purchase Price as reflected in the Agreed Closing Date Calculations is less than the Estimated Purchase
Price, then Parent and Seller, jointly and severally, shall pay to Purchaser, the amount of such shortfall in accordance
with Section 2.5(e). If the Purchase Price as reflected in the Agreed Closing Date Calculations is greater than the
Estimated Purchase Price, then Purchaser and the Transferred Entities, jointly and severally, shall pay to Parent the
amount of the excess in accordance with Section 2.5(e).

©)] All payments to be made under Section 2.5(d) will be paid or caused to be paid by the Party obligated to

make such payment under this Section 2.5 (the “Paying Party”) to the other Party (the “Receiving Party”), for itself and as
agent for its Affiliates (as applicable), within ten (10) Business Days after the determination of the Agreed Closing

Date Calculations, in dollars by wire transfer of immediately available funds, without interest, in accordance with

written instructions given by the Receiving Party to the Paying Party (which instructions shall be provided by the
Receiving Party promptly, and no later than three (3) Business Days, after the determination of the Agreed Closing

Date Calculations (or such later time as may be agreed by Parent and Purchaser)).

Section 2.6 Withholding. Purchaser and each Transferred Entity shall be entitled to deduct and withhold from
any amount payable pursuant to this Agreement such amounts as are required to be deducted and withheld under
applicable Tax law; provided, however, that if Purchaser determines that any such withholding is required, Purchaser
shall provide the Parent and the Seller written notice to that effect at least three (3) Business Days prior to the Closing
Date, and the Parties shall cooperate in good faith to minimize any such withholding, provided that no such
notification shall be required to the extent such deduction or withholding is in respect of any payroll or employment
Taxes. Amounts withheld pursuant to this Section 2.6 and timely paid to the appropriate taxing authority shall be
treated for all purposes of this Agreement as having been paid to the Person in respect of which such deduction and
withholding was made.

Article 11

REPRESENTATIONS AND WARRANTIES OF PARENT AND SELLER

Except as disclosed: (i) on the Seller Disclosure Schedule (provided, that disclosure of any matter in any section or
subsection of the Seller Disclosure Schedule shall be deemed to have been disclosed with respect to any section or
subsection of this Agreement to which the relevance of such matter is reasonably apparent on the face thereof) or (ii)
in any document listed on Section 3.0 of the Seller Disclosure Schedule and filed with, or furnished to, The Stock
Exchange of Hong Kong Limited on or following April 1, 2017 (provided, that such document shall be publicly
available as of three (3) Business Days preceding the date of this Agreement), Parent and Seller, jointly and severally,
hereby represent and warrant to Purchaser as of the date hereof as follows:

88



5.

Edgar Filing: Differential Brands Group Inc. - Form PRE 14C

89



Edgar Filing: Differential Brands Group Inc. - Form PRE 14C

Section 3.1 Organization and Qualification: Subsidiaries.

(@ Each of Parent, Seller, and the Transferred Entities is a corporation or other legal entity duly organized,
validly existing and in good standing (where such status is applicable) under the Laws of the jurisdiction of its
organization and each has all requisite corporate or other organizational power and authority to own, lease and operate
its properties and assets and to carry on its business as now being conducted and is duly licensed or qualified to do
business and is in good standing as a foreign corporation or other entity in each jurisdiction where the ownership,
leasing or operation of its properties or assets or the conduct of its business requires such qualification, except, where
the failure to be so licensed, qualified or in good standing would not reasonably be expected, individually or in the
aggregate, to have a Material Adverse Effect.

(b) Seller has provided Purchaser with copies of the articles of incorporation and bylaws (or similar governing
documents for each such Person who is not a corporation), and all amendments thereto, of all Transferred Entities,
which copies are true, complete and correct in all respects.

Section 3.2 Capitalization of the Transferred Entities.

(a) As of the Closing, Seller will be the record and beneficial owner of all of the Purchased Units, free and clear
of all Liens. All of the Purchased Units will have been duly authorized, validly issued, fully paid and non-assessable
and will constitute all of the outstanding capital stock of Newco. There will be no warrants, options, agreements, calls,
conversion rights, exchange rights, preemptive rights or other rights or commitments or understandings which call for
the repurchase or redemption, or issuance, sale, pledge or other disposition of any of the Purchased Units or any
securities convertible into, or other rights to acquire, any Purchased Units. None of the Purchased Units will be subject
to any proxies, voting trusts, transfer restrictions (other than transfer restrictions under applicable securities Laws, if
any) or other similar arrangements that relate to the voting or control of the Purchased Units. As of the Closing,
Newco will be a direct wholly owned Subsidiary of Seller and, immediately following the consummation of the
Reorganization and as of the Closing, Newco will directly or indirectly own (beneficially and of record), and hold
good and valid title to, all of the issued and outstanding membership interests or other outstanding equity interests in
or voting securities of each Transferred Entity (other than Newco) (the “Transferred Entity Equity Interests”) free and
clear of all Liens.
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(b) Section 3.2(b) of the Seller Disclosure Schedule sets forth (i) a complete and correct list of all of the
Transferred Entities, (ii) their respective jurisdictions of organization and (iii) for each Transferred Entity, as of the
date hereof and as of the Closing (after giving effect to the Reorganization), (A) the number of authorized, issued and
outstanding shares of capital stock or other equity interests in or voting securities of each such Person, (B) the name of
each record and beneficial owner thereof, together with the number of such shares of capital stock or other equity
interests or voting securities owned by such owner as of the date of this Agreement and as of the Closing (after giving
effect to the Reorganization), and (C) the number of such shares of capital stock or other equity interests in or voting
securities held in treasury. The Transferred Entity Equity Interests (i) are and, after giving effect to the
Reorganization, will be duly authorized, validly issued, fully paid and nonassessable, (ii) comprise and, after giving
effect to the Reorganization, will comprise all of the issued and outstanding capital stock, equity interests or voting
securities of the Transferred Entities, (iii) are and, after giving effect to the Reorganization, will be, owned
beneficially and of record solely by Seller or a Transferred Entity, in each case, free and clear of all Liens (other than
Permitted Liens and transfer restrictions under applicable securities Laws, if any), and (iv) are not and, after giving
effect to the Reorganization, will not be subject to any purchase option, call option, right of first refusal, preemptive
right, subscription right or any similar right. Other than this Agreement, there are no and, after giving effect to the
Reorganization, there will not be any preemptive or other outstanding rights, subscriptions, options, warrants, stock
appreciation rights, phantom equity or similar rights, redemption rights, repurchase rights, convertible, exercisable, or
exchangeable securities or other Contracts, agreements, arrangements or commitments of any character to which
Seller or the Transferred Entities (or any of their respective Affiliates) is a party relating to the issued or unissued
share capital, equity interests or voting securities of any of the Transferred Entities or any other securities or
obligations convertible or exchangeable into or exercisable for, or giving any Person a right, directly or indirectly
(whether with or without the occurrence of any contingency), to subscribe for or acquire, any securities, capital stock
or other equity interests of any Transferred Entity, and no securities, capital stock or other equity interests evidencing
such rights are authorized, issued or outstanding.

© No Transferred Entity has any outstanding bonds, debentures, notes or other obligations the holders of which
have the right to vote (or are convertible or exchangeable into or exercisable for securities having the right to vote)
with the stockholders or holders of capital stock, equity interests or voting securities of such Transferred Entity on any
matter.

(d) None of the Transferred Entities owns, directly or indirectly, any capital stock, equity interests or voting
securities or has any other investment, including debt interests, in any Person other than another Transferred Entity.

© There are no proxies, voting trusts or other agreements or understandings to which Seller or any Transferred
Entity is a party with respect to the voting of the Purchased Units or any equity interests in any Transferred Entity.

® As of the Closing, (i) Newco will be a holding company that has never had any operations (other than
administrative operations as a holding company of the Transferred Entities and in connection with the Reorganization)
prior to its acquisition of the assets (including all of the equity interests in the Transferred Entities) contributed to
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Newco in connection with the Reorganization (the “Contributed Assets”), (ii) ownership of the Contributed Assets and
any steps contemplated by the Reorganization will be the only business operation carried on by Newco, (iii) Seller and
its Affiliates will have duly and validly transferred and assigned the Contributed Assets to Newco and Newco will
have assumed and accepted from Seller all of the Contributed Assets in accordance with applicable Law and free and
clear of all Liens (other than Permitted Liens), (iv) Newco (A) will not have any assets other than the Contributed
Assets (including the Transferred Entity Equity Interests) and (B) will not have any Liabilities other than those
incurred pursuant to its operation of the Business in the ordinary course consistent with past practice since the
consummation of the Reorganization, and (v) Newco will not be party to any Contracts (including any oral Contracts),
other than those entered into in accordance with the Reorganization.
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Section 3.3 Authority Relative to this Agreement. Each of Seller and Parent has all necessary corporate or other
power and authority, and has taken all corporate or other action necessary, to execute, deliver and perform this
Agreement and the Ancillary Agreements and to consummate the Transactions in accordance with the terms of this
Agreement and such Ancillary Agreements, except, in the case of Parent, the Parent Stockholder Approval, and the
Parent Board has recommended that Parent’s stockholders vote in favor of the approval of the Transactions. This
Agreement has been, and each Ancillary Agreement when executed will be, duly and validly executed and delivered
by Seller and Parent and, assuming the due authorization (including the Parent Stockholder Approval), execution and
delivery by Purchaser of this Agreement or such Ancillary Agreements, to which it is a party, constitutes a valid, legal
and binding agreement of Seller and Parent (as applicable), enforceable against Seller and Parent (as applicable) in
accordance with its terms, subject, as to the enforcement of remedies, to applicable bankruptcy, insolvency, fraudulent
transfer, reorganization, moratorium and similar Laws of general applicability relating to or affecting creditors’ rights
and to general equity principles. The affirmative vote of the holders of a majority of the issued and outstanding shares
of Parent’s capital stock entitled to vote thereon to adopt this Agreement and to approve the Transactions (the_“Parent
Stockholder Approval”) is the only vote, approval or consent of the holders of any class or series of Parent’s capital
stock of Parent or any of its Subsidiaries that is necessary to adopt and approve this Agreement and approve the
consummation of the Transactions.

Section 3.4 Consents and Approvals: No Violations.

(@ No filing with or notice to, and no permit, authorization, registration, consent or approval of, any
Governmental Entity is required on the part of Seller, Parent or any Transferred Entity for the execution, delivery and
performance by Seller, Parent or any of their Affiliates of this Agreement or the Ancillary Agreements or the
consummation by Seller, or Parent or any of their Affiliates of the Transactions, except (i) the filings, notices, permits,
authorizations, registrations, consents or approvals listed in Section 3.4(a) of the Seller Disclosure Schedule; and (ii)
any such filings, notices, permits, authorizations, registrations, consents or approvals, the failure to make or obtain
would not have or reasonably be expected to have, individually or in the aggregate, a material effect on the Business.

(b) Assuming compliance with the items described in clause (i) of Section 3.4(a) and except as set forth in
Section 3.4(b) of the Seller Disclosure Schedule, neither the execution, delivery and performance of this Agreement or
Ancillary Agreements by Seller, Parent or any of their Affiliates nor the consummation by Seller, Parent or any of
their Affiliates of the Transactions (including the Reorganization), or the compliance by Seller, Parent or any of their
Affiliates with any of the provisions of this Agreement or the Ancillary Agreements will (i) conflict with or result in
any breach, violation or infringement of any provision of the respective articles of incorporation or bylaws (or similar
governing documents) of Seller, Parent, any Transferred Entity or any of their respective Subsidiaries, (ii) result in a
material breach, violation or infringement of, or constitute (with or without due notice or lapse of time or both) a
default (or give rise to any right of termination, amendment, modification, cancellation or acceleration), give rise to a
loss of benefit, or give rise to a purchase right, under, any of the terms, conditions or provisions of any Material
Contract, (iii) give rise to the creation of any Lien, except for Permitted Liens, on any of the Purchased Assets, the
Purchased Units, the Transferred Entity Equity Interests or any other assets of the Business or (iv) violate, give rise to
a loss of benefit under, or infringe any Law, except in the case of clauses (ii) through (iv) for matters that would not
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect.
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Section 3.5 Financial Statements. Section 3.5 of the Seller Disclosure Schedule sets forth the consolidated
condensed balance sheets and related statements of income and cash flows for the Business (including the Transferred
Entities) as of and for the fiscal years ended March 31, 2017 and March 31, 2018 (such latter date, the “Balance Sheet
Date”) (collectively, and with any notes thereto, the “Financial Statements”). The Financial Statements have been
prepared in accordance with IFRS applied on a consistent basis (except as may be noted therein), and present fairly, in
all material respects, the consolidated financial position and the consolidated results of operations of the Business as
of the dates set forth therein or the periods then ended. The Financial Statements are derived from the books and
records of the Business.

Section 3.6 Absence of Certain Changes or Events. Except as contemplated by this Agreement, since the
Balance Sheet Date, other than in connection with the Transactions (including the Reorganization) and any other sale
process leading up to the execution of this Agreement, the Business (including the operation of the Transferred
Entities and the Purchased Assets) has been conducted in the ordinary course consistent with past practice and there
have not occurred any changes, events, occurrences, developments or states of circumstances or facts that has had or
would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect.

Section 3.7 Litigation. Except as set forth on Section 3.7 of the Seller Disclosure Schedule, there are and, since
July 1, 2015, there have been, no Actions with claims or series of related claims in excess of $250,000 in the
aggregate before any Person (including a Governmental Entity) or by any private party or against or by Parent, Seller
or any of the Transferred Entities (in each case, with respect to the Business), or otherwise relating to the Business,
any properties or assets of the Business or any Transferred Entity (including the Purchased Assets), or against any
officer, director, equityholder or employee of the Business (including the Transferred Entities) in connection with
such officer’s, director’s, equityholder’s or employee’s relationship with, or actions taken on behalf of, the Business.
Except as set forth on Section 3.7 of the Seller Disclosure Schedule, since July 1, 2015 there has not been any Action
or audit (other than a licensor audit) brought or threatened in writing by any Governmental Entity or private party that
would then have been material to the Purchased Assets, Parent or Seller (to the extent relating to the Business) or any
predecessor of such Parties. There are no outstanding or pending Orders relating to the Business, the Transferred
Entities, any of their respective properties, assets or products (including the Purchased Assets), or the Transactions.

Section 3.8 Compliance with Laws. The Transferred Entities and the conduct of the Business are, and since July
1, 2015 have been, in compliance with all Laws and Orders except where failure is expected, individually or in the
aggregate, to be material to the Business. None of Seller or any Transferred Entity has been under investigation with
respect to, and none of Seller or any Transferred Entity has received notice in writing from any Governmental Entity
or other Person alleging, any violation of, any Law or any Order, including any Law relating to the conduct of the
Business or by which any asset or property Related to the Business, any Transferred Entity or any Purchased Asset is
bound or affected, except for violations that would not reasonably be expected, individually or in the aggregate, to be
material to the Business.
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Section 3.9 Permits. As of the date of this Agreement, the Transferred Entities and Seller hold and, as of the
Closing, the Transferred Entities will hold, all material permits, licenses, certificates, variances, exemptions,
registrations, filings, orders and other authorizations, consents and approvals of all Governmental Entities necessary
for the operation of the Business as currently conducted (the “Business Permits”). The Business is, and since July 1,
2015, the Business has been in compliance with all Business Permits, except for noncompliance that would not
reasonably be expected, individually or in the aggregate, to be material to the Business. Seller has made available to
Purchaser true and complete copies of all material Business Permits. To the knowledge of Seller, no condition exists
that, with or without notice or lapse of time or both would constitute a material default or material breach under any
Business Permit. None of Seller or any Transferred Entity has received any written communication from any
Governmental Entity regarding (i) any actual or alleged violation of any Business Permit or any failure to comply with
any term or requirement of any Business Permit or (ii) any actual, alleged or proposed revocation, withdrawal,
suspension, cancellation, termination or modification of any Business Permit. All material fees and charges with
respect to the Business Permits have been timely paid in full.

Section 3.10 Employee Benefit and Labor Matters.

(a) Section 3.10(a) of the Seller Disclosure Schedule sets forth a true and complete list of each material Benefit
Plan and each material Employment Agreement (other than any agreement or offer letter entered into pursuant to
applicable Law) by jurisdiction. With respect to each material Benefit Plan and material Employment Agreement
(other than any agreement or offer letter entered into pursuant to applicable Law), Parent has delivered to Purchaser an
accurate description thereof and, to the extent applicable: for the three (3) most recent years (A) the Form 5500 and
attached schedules, (B) audited financial statements and (C) actuarial valuation reports.

(b) Each Business Employee who works in the Business is, as of the date of this Agreement, employed by Seller
or a Transferred Entity and will be, subject to each such employee accepting employment, as of the Closing, employed
by a Transferred Entity. No employees other than the Business Employees, subject to the services being provided
under the Transition Services Agreement, are required to operate the Business in the ordinary course of business.
Section 3.10(b) of the Seller Disclosure Schedule sets forth a true and complete list of all Business Employees,
including each Business Employee’s name, title, hire date, location, and base compensation rate as of June 15, 2018.
Except as would not reasonably be expected to result in any material Liability to Purchaser, any of its Subsidiaries or
the Business, (i) each Benefit Plan and Employment Agreement has been maintained, operated and administered in all
material respects in accordance with its terms and the applicable provisions of ERISA, the Code and other applicable
Laws, (ii) no event has occurred and no condition exists that would subject any Transferred Entity, either directly or
by reason of its affiliation with any ERISA Affiliate, to any tax, fine, lien, penalty or other Liability imposed by
ERISA, the Code or other applicable Laws, (iii) no “prohibited transaction” (as such term is defined in Section 406 of
ERISA and Section 4975 of the Code) and no failure to meet minimum funding standards (within the meaning of
Section 412 or 430 of the Code or Section 302 of ERISA), whether or not waived, has occurred with respect to any
Benefit Plan.

96



30-

Edgar Filing: Differential Brands Group Inc. - Form PRE 14C

97



Edgar Filing: Differential Brands Group Inc. - Form PRE 14C

© Except as would not reasonably be expected to result in any material Liability to Purchaser, any of its
Subsidiaries or the Business, (i) there is no material pending or, to the knowledge of Seller, threatened Action or audit
by or on behalf of any Business Employee, Former Business Employee, independent contractor, applicant for
employment, or other Person relating to labor, employment, employment practices, the Employment Agreements, or
the Benefit Plans; and (ii) all material obligations of the Transferred Entities to or under the Benefit Plans and
Employment Agreements that have become due and payable have been satisfied, and there are no outstanding defaults
or violations by the Transferred Entities with respect to such obligations.

(d) No Business Employees are represented by any Employee Representative Body. No Labor Agreement is in
effect. There is no (and there has not been any in the three (3) years prior to the date of this Agreement) (i) unfair
labor practice charge or complaint, material grievance, material labor dispute or material labor arbitration proceeding
pending or, to the knowledge of Seller, threatened against the Transferred Entities or with respect to the Business; (ii)
to the knowledge of Seller, any pending or threatened activity or proceeding by an Employee Representative Body to
organize any employees of the Transferred Entities or any employees of the Business; or (iii) lockout, strike,
slowdown, work stoppage, union election petition, demand for recognition or other industrial action or, to the
knowledge of Seller, threat thereof, by or with respect to any employees of the Transferred Entities or any employees
of the Business.

(e) Neither Seller, any of its Subsidiaries nor any of their respective ERISA Affiliates maintains, contributes to,

is required to contribute to, or has any actual or contingent Liability with respect to, (i) any “employee pension benefit
plan” (within the meaning of Section 3(2) of ERISA) that is subject to Title IV or Section 302 of ERISA or Section 412
of the Code, (ii) any “multiemployer plan” (within the meaning of Section 3(37) of ERISA), (iii) any “multiple employer
plan” (within the meaning of Section 413 of the Code) or (iv) any “multiple employer welfare arrangement” (within the
meaning of Section 3(40) of ERISA).

® Each Benefit Plan intended to be qualified within the meaning of Section 401(a) of the Code is so qualified
and has either received a favorable determination letter or may rely on a favorable opinion letter issued by the IRS; for
each Benefit Plan with respect to which a Form 5500 has been filed, no material change has occurred with respect to
the matters covered by the most recent Form 5500 since the date thereof; no Benefit Plan provides post-employment
welfare (including health, medical or life insurance) benefits and no Transferred Entity has any obligation to provide
any such post-employment welfare benefits now or in the future, other than as required by Section 4980B of the Code
or other applicable Laws.

(2) With respect to any Benefit Plan: (i) no actions, suits or claims (other than routine claims for benefits in the
ordinary course) are pending or, to the knowledge of the Seller, threatened that would reasonably be expected to result
in any material Liability to Purchaser or any of its Subsidiaries, and (ii) no administrative investigation, audit or other
administrative proceeding by the Department of Labor, the Department of Treasury, the IRS or other governmental
agencies are pending or to the knowledge of the Seller, threatened that would reasonably be expected to result in any
material Liability to Purchaser or any of its Subsidiaries.
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(h) Except as expressly contemplated by the terms of this Agreement, as required by applicable Law or as would
not reasonably be expected to result in any material Liability to Purchaser, any of its Subsidiaries or the Business,
neither the execution and delivery of this Agreement nor the consummation of the transactions contemplated hereby,
either alone or together with another event, will (i) result in any payment (whether or not contingent) becoming due to
any Business Employee or Former Business Employee, (ii) increase any benefits payable to any Business Employee
or Former Business Employee under any Benefit Plan, or (iii) result in the acceleration of the time of payment of,
vesting of or other rights with respect to any such compensation or benefit.

6))] To the knowledge of the Seller, there are no sale, retention or change of control severance or bonus payments
payable to any Business Employee or Former Business Employee, either before or after the Closing, as a result of the
consummation of the transactions contemplated under this Agreement.

Q)] Section 3.10(j) of the Seller Disclosure Schedule contains a correct and complete list of each employee based
in the United States of each of the Transferred Entities who was terminated or laid off for any reason other than for
cause, during the sixty (60) days preceding the date of this Agreement, and for each such employee, sets forth: (i) his
or her employer; (ii) the date of such termination or layoff; and (iii) the location to which the employee was assigned.
No later than the Closing Date, Section 3.10(j) of the Seller Disclosure Schedule shall be updated to reflect any such
terminations or layoffs between the date hereof and the Closing Date. Other than as set forth on Section 3.10(j) of the
Seller Disclosure Schedule, none of Seller with respect to the Business or the Transferred Entities has ordered or
implemented a plant closing, mass layoff, or similar activity in the United States within the meaning of the Worker
Adjustment and Retraining Notification Act or any similar Laws in the past three (3) years, and no such activities are
being planned or contemplated.

(k) Except as disclosed in Section 3.10(k) of the Seller Disclosure Schedule, (i) no Business Employee has any
agreement as to length of notice or severance payment required to terminate his or her employment, and (ii) each
Business Employee based in the United States is employed at will and may be terminated at any time for any reason.
No Key Employee has submitted his or her resignation or, to the knowledge of the Seller, intends to resign as of the
date of this Agreement.

Section 3.11 Brokers. Except for Affiliates of Goldman Sachs & Co. LLC (and its Affiliates), no broker, finder or
investment banker is or may be entitled to any brokerage, finder’s or other fee or commission in connection with the
Transactions based upon arrangements made by or on behalf of any member of the Seller Group, the Transferred
Entities or any of their respective Affiliates. Seller is solely responsible for payment of all fees, commissions and
expenses of, and indemnities in favor of such Affiliates of Goldman Sachs & Co. LLC.
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Section 3.12 Taxes. Except as disclosed in Section 3.12 of the Seller Disclosure Schedule:

(@ all income and other Tax Returns required to be filed by or with respect to any of the Transferred Entities or
any of the Purchased Assets or the Business have been timely filed and all such Tax Returns were correct and
complete in all material respects;

(b) all material Taxes (whether or not reflected on a Tax Return) required to be paid by or with respect to any of
the Transferred Entities or any of the Purchased Assets or the Business have been timely paid;

© there is no action, suit, proceeding, investigation, audit or claim outstanding, pending or threatened in writing
with respect to any Taxes of or with respect to the Transferred Entities or any of the Purchased Assets or the Business,
nor to the knowledge of Seller are there any circumstances in existence which are reasonably likely to give rise to the
same;

(d) none of the Transferred Entities has granted any extension or waiver of the statute of limitations applicable to
any Taxes of or with respect to any of the Transferred Entities, any of the Purchased Assets or the Business, which
period (after giving effect to any extension or waiver) has not yet expired;

©)] each of the Transferred Entities has complied in all material respects with all applicable Laws relating to the
payment and withholding of Taxes and has duly and timely withheld and paid over to the appropriate Taxing
Authority all amounts required to be so withheld and paid over (including, without limitation, in respect of all and any
payments made to employees, officers, consultants or contractors);

® there are no Liens with respect to Taxes upon any of the Purchased Assets or assets of any Transferred
Entity, other than Permitted Liens;

(2) none of the Transferred Entities has participated in a “listed transaction” within the meaning of Treasury
Regulations Section 1.6011-4 (or any similar provision of foreign law);

(h) within the past two (2) years, none of the Transferred Entities has been either a “distributing corporation” or a
“controlled corporation” in a distribution intended to qualify under Section 355 of the Code;
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6))] no Transferred Entity has entered into a “closing agreement” within the meaning of Section 7121 of the Code
(or any similar provision of state, local or foreign law);

Q)] none of the Transferred Entities will be required to include any item of income in, or exclude any item of
deduction from, taxable income for any taxable period (or portion thereof) ending after the Closing Date as a result of
any (i) adjustment under Section 481(a) of the Code (or any similar provision of state, local or foreign law) with
respect to a change in method of accounting initiated prior to the Closing Date; (ii) installment sale or open transaction
disposition made prior to the Closing; (iii) prepaid amount received prior to the Closing; or (iv) “intercompany
transaction” or “excess loss account” described in Treasury Regulations under Section 1502 of the Code (or similar
provision of state, local or foreign law) entered into or existing, respectively, prior to the Closing;
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k) no Transferred Entity is treated or has been treated for Tax purposes as a resident (or having a permanent
establishment or fixed place of business) in a country other than the country of its organization;

@ during the three (3) year period ending on the Closing Date, no claim in writing has ever been made by a
taxing authority in a jurisdiction where Tax Returns are not filed by a Transferred Entity (or, with respect to the
Purchased Assets, Seller or its applicable Affiliate) that it may be subject to taxation by that jurisdiction;

(m) each Transferred Entity (or, with respect to the Purchased Assets, Seller or its applicable Affiliate) has
complied in all material respects with the recordkeeping requirements with respect of Taxes under the applicable Law,
including relating to the arm’s length nature of any connected party transactions entered into;

(n) no Transferred Entity will be required on or after the Closing Date to make any payments in respect of the
transfer or surrender of any liability to Tax or any Tax loss or relief by virtue of having been a member of a
consolidated, combined, unitary, group relief or other similar Tax group prior to the Closing; and

(0) each Transferred Entity is classified, as of the date hereof, as a corporation for U.S. federal income tax
purposes, and each Transferred Entity has been so classified at all times since its formation.

Section 3.13 Environmental Matters. Except as would not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect: (a) as of the date of this Agreement, each of the Transferred Entities has
conducted the Business and is in compliance, and as of the Closing, each of the Transferred Entities will be in
compliance, with all Environmental Laws applicable to the Business, the Purchased Assets and Leased Real Property;
(b) as of the date of this Agreement, the Transferred Entities hold and are in compliance with, and as of the Closing,
each of the Transferred Entities will hold and be in compliance with, all material Business Permits necessary under
applicable Environmental Laws for the conduct of the Business as it has been conducted immediately prior to the date
hereof; (c) there has been no Release or threat of Release of any Hazardous Material in connection with the Business
or on, in, under, or from any Leased Real Property, in violation of applicable Environmental Laws or which would
require investigation, remediation or other response action pursuant to Environmental Laws by the Transferred
Entities; and (d) except in compliance with applicable Environmental Law, no Transferred Entity has caused, arranged
or allowed, or contracted with any party for, the transportation, treatment, storage or disposal of any Hazardous
Material.
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Section 3.14 Assets.

(@ Assuming the receipt of the filings, notices, permits, authorizations, registrations, consents and approvals
referred to in Section 3.4, the assets, properties, goods, privileges, permits, Contracts, services and rights of whatever
kind or nature, real, personal or mixed, tangible or intangible, of the Transferred Entities, together with (i) the
Purchased Assets and the services to be provided under the Transition Services Agreement, (ii) the Assets referred to
on Exhibit B of the Letter Agreement and (iii) the Business Employees transferred to Purchaser and its Affiliates
pursuant to this Agreement, will, as of the Closing, constitute all of the assets, rights, properties and services that are
used, held for use or are necessary, and are sufficient, to allow Purchaser immediately after the Closing to conduct the
Business in the form and manner as conducted by the Transferred Entities on the date hereof and as the Business is
expected to be conducted on the Closing Date. The Business’s assets included in the Purchased Assets or owned by the
Transferred Entities are (a) free from any material defects, (b) have been maintained in accordance with normal
industry practice, and (c) are in good operating condition and repair (subject to normal wear and tear consistent with
the age of such assets). As of the Closing, the Transferred Entities shall employ all of the personnel whose time is
primarily devoted to the conduct of the Business.

(b) Immediately following the Reorganization and as of the Closing, the Transferred Entities will have (x) good
and marketable title to all assets purported to be owned by the Transferred Entities and the Purchased Assets (other
than with respect to any Permitted Liens), and (y) a valid leasehold interest in or license for all of the assets and
properties (tangible and otherwise) that they purports to lease or license, in each case free and clear of all Liens. As of
the Closing, none of the Transferred Entities or Purchased Assets shall be subject to any Liabilities that are not
Related to the Business.

Section 3.15 No Material Undisclosed Liabilities. There are no Liabilities of the Transferred Entities, Liabilities
included in the Assumed Liabilities or other Liabilities with respect to the Business that would be required under
IFRS, applying the same principles, methodologies and policies used in the preparation of the Financial Statements, to
be disclosed on a balance sheet of the Business, other than Liabilities (a) reflected on the latest balance sheet included
in the Financial Statements, (b) incurred in (i) connection with the Transactions (including the Reorganization and the
Sale) solely to the extent such Liabilities constitute Transaction Expenses and (ii) the ordinary course of business
since the Balance Sheet Date or (¢) set forth on Section 3.15 of the Seller Disclosure Schedule.

Section 3.16 Intellectual Property.

(@ All Business Intellectual Property owned by any Transferred Entity and all Business Intellectual Property
owned by Seller or any of its Affiliates that is the subject of a registration for protection under applicable Law, or a
pending application for such a registration, is set forth in Section 3.16(a) of the Seller Disclosure Schedule (“Registered
Business Intellectual Property”). To the extent indicated as “Registered” on Section 3.16(a) of the Seller Disclosure
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Schedule, the Intellectual Property Rights contained therein have been duly registered in, filed in or issued by, and a
Transferred Entity is recorded as the current owner in the records of, the United States Patent and Trademark Office,
the United States Copyright Office, a duly accredited and appropriate domain name registrar, or the appropriate
Governmental Entity of other jurisdictions (foreign and domestic). To the extent indicated as “Registered” on Section
3.16(a) of the Seller Disclosure Schedule, all Registered Business Intellectual Property is valid and subsisting.
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(b) The Transferred Entities exclusively own all Business Intellectual Property that is owned or purported to be
owned by any Transferred Entity and Seller or one of its Affiliates exclusively owns all Business Intellectual Property
that is owned or purported to be owned by them, in each case, free and clear of all Liens (other than (i) Permitted
Liens, and (ii) non-exclusive licenses granted in the ordinary course of business consistent with past practice).

© No Business Intellectual Property nor, to the knowledge of Seller, any Licensed Intellectual Property has
been found to be invalid or unenforceable under applicable Law. No Business Intellectual Property nor, to the
knowledge of Seller, any Licensed Intellectual Property is subject to any Order or other agreement materially
restricting the use thereof by the Transferred Entities, Seller or any of its Affiliates or materially restricting the
licensing thereof by the Transferred Entities, Seller or any of its Affiliates to any Person. Neither the Business
Intellectual Property (including any use thereof) nor, to the knowledge of Seller, the Licensed Intellectual Property
(including any use thereof) nor the conduct of the Business (including any of its products and services) infringes upon
or misappropriates the Intellectual Property Rights of any Person. Neither the Business Intellectual Property nor, to
the knowledge of Seller, the Licensed Intellectual Property is subject to any pending Action by any Person which
Action is currently ongoing, and no Action has been threatened in writing in the last three (3) years. To the knowledge
of Seller, no Person is infringing or misappropriating any Business Intellectual Property or Licensed Intellectual
Property in any material respect. Without limiting the foregoing, as of the date hereof, neither any Transferred Entity
nor Seller or any of its Affiliates has received in the past three (3) years any notice or claim (including threats or offers
to license and cease and desist communications) from any Person challenging the right of any Transferred Entity,
Seller any of its Affiliates, or any of their respective manufacturers, contractors or licensees, to use any of the
Business Intellectual Property or, to the knowledge of Seller, the Licensed Intellectual Property. For the purposes of
the representations and warranties set forth in this Section 3.16(c), references to Licensed Intellectual Property shall
only refer to such Licensed Intellectual Property that gives rise to or relates to claims or series of related claims in
excess of $500,000 in the aggregate.

(d) Section 3.16(d) of the Seller Disclosure Schedule sets forth an accurate and complete list of all Contracts
under which any Transferred Entity, Seller or any of its Affiliates has (i) acquired or obtained, or has been licensed or
otherwise granted, any license, permission or other right to utilize any Intellectual Property Right that is owned by a
Person other than a Transferred Entity, Seller or one of its Affiliates which is used or held for use in the Business
pursuant to which any Transferred Entity, Seller or any of its Affiliates paid, or is obligated to pay, in excess of
$500,000 annually or pursuant to which a Transferred Entity, Seller or any of its Affiliates generates in excess of
$500,000 in revenue annually (collectively, the “License Agreements”); or (ii) licensed or otherwise granted any Person
any license, permission or other right to utilize any Intellectual Property Right used or held for use in the Business
other than non-exclusive licenses granted to customers, manufacturers, distributors and digital partners in the ordinary
course of business consistent with past practice. Each Contract set forth on Section 3.16(d) of the Seller Disclosure
Schedule is binding against the applicable Transferred Entity, Seller or any of its Affiliates, as applicable, and to the
knowledge of Seller against the other party thereto.
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(e) As of the date of this Agreement, the Transferred Entities own or possess a license to use, and as of the
Closing, except as set forth in Section 3.16(e) of the Seller Disclosure Schedule, the Purchaser and the Transferred
Entities will own or possess a license to use, including under the Transition Services Agreement, all Intellectual
Property Rights that are used, held for use or are necessary, and are sufficient, for the operation of the Business as
conducted immediately prior to the date hereof.

® With respect to any and all services rendered by (i) the employees of any Transferred Entity, Seller or any of
its Affiliates within the scope of their employment or (ii) all independent contractors engaged by any Transferred
Entity, Seller or any of its Affiliates prior to the date hereof within the scope of their engagement, the applicable
Transferred Entity, Seller or one of its Affiliates is the sole and exclusive owner of all of the results and proceeds of
such services (including all developments, contributions and creations relating to Business Intellectual Property, and
any materials embodying, disclosing or constituting the same), by operation of law or by valid, written assignment;
and insofar as those employees and independent contractors are concerned, the applicable Transferred Entity, Seller or
one of its Affiliates has complete, unencumbered and unrestricted ownership of and rights to use and exploit all such
results and proceeds, throughout the world and in perpetuity.

(2) Except as set forth on Section 3.16(g) of the Seller Disclosure Schedule, the Business IT Assets, together
with any applicable services under the Transition Services Agreement, constitute all of the information technology
assets necessary to operate the Business in the manner in which it is presently conducted. The Transferred Entities,
Seller and its Affiliates have implemented backup and security technology, policies and procedures reasonably
necessary for the continued operation of the Business. The Business IT Assets have been operated in all material
respects in accordance with all licenses and all specifications, documentations or warranties therefor, and, to the
knowledge of Seller, have not materially malfunctioned or failed in any manner that adversely impacted the Business.

Section 3.17 Material Contracts. Section 3.17 of the Seller Disclosure Schedule lists Contracts of the following
types to which any Transferred Entity is a party or to which its assets or properties or the Business is otherwise bound:

(@ any Contract (other than any Real Property Lease and license agreements) reasonably expected to require
payments to or from the Business (including from the Transferred Entities) in excess of $100,000 per year or in excess
of $500,000 during the term of the Contract;

(b) addresses of any personal property lease requiring (i) annual rent of $100,000 or more or (ii) aggregate
payments of $500,000 or more;
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© any Contract with any Significant Customer or Significant Supplier or any other Contract for the purchase of
materials, supplies, goods, services, equipment or other tangible assets not in the ordinary course of business that is
not included in the foregoing but could be reasonably expected to result in aggregate payments of $500,000 or more in
the Business’s 2018 fiscal year;
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(d) any sales, distribution or other similar Contract (excluding purchase orders) providing for the sale or license
of materials, supplies, goods, services, equipment or other tangible assets not in the ordinary course of business
requiring either (i) annual payments of $100,000 or more or (ii) aggregate payments of $500,000 or more in the
Business’s 2018 fiscal year;

(e) any Contract (including any oral Contract) that limits the freedom of the Business (including the Transferred
Entities) to compete in any line of business or with any Person or in any geographic area;

® any equity partnership, equity joint venture, profit sharing, strategic partnership or other similar agreement
between the Business (including any Transferred Entity) and another Person;

(2) any guarantee, surety bond, bank guarantee, keepwell agreement Related to the Business;

(h) any Contract (including any oral Contract) creating, incurring, assuming or guaranteeing Indebtedness over
$100,000 or under which there has been imposed a security interest or lien;

6))] any agreement relating to the acquisition or disposition of any business (whether by merger, sale of stock,
sale of assets or otherwise) involving a purchase price in excess of $5,000,000, (A) entered into by the Business
(including by any Transferred Entity) after July 1, 2015 or (B) under which the Business (including any Transferred
Entity) will have any obligation with respect to an “earn-out,” contingent purchase price or similar contingent or
deferred payment obligation;

Q)] any Contract with (i) Seller or any of its respective Affiliates or (ii) any current or former officer, director or
employee of the Business (including any Transferred Entity) or any Affiliate of such individual, in the case of clause
(i1), that is material to the Business, taken as a whole;

(k) any License Agreement;

@ any Labor Agreement;
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(m) any Contract with a Governmental Entity;

(n) any Contract (including any oral Contract) involving the resolution or settlement of any actual or threatened
Action which involves (i) payments in excess of $100,000 which have not yet been paid or (ii) any restrictive
covenants that are currently binding on the Business (including any Transferred Entity); or

(0) any Contract (including any oral Contract) requiring capital expenditures after the date of this Agreement in
excess of $100,000.
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Each Contract required to be disclosed pursuant to this Section 3.17 (collectively, the “Material Contracts™), is,
assuming the due authorization, execution and delivery of each party thereto other than a Transferred Entity, a legal,
valid and binding agreement of a Transferred Entity, as the case may be, and, as of the Closing, is in full force and
effect, and no Transferred Entity is in default or breach in any material respect (and, to the knowledge of Seller, no
event has occurred that, with or without notice or lapse of time, would constitute such a default or breach) under the
terms of any such Contract, and, to the knowledge of Seller, there are no material disputes pending or threatened in
writing or any written notice of any intention to terminate or modify, with respect to any such Contract, except for
such failures to be valid, binding or in full force and effect and such defaults, breaches, disputes and terminations that
would not reasonably be expected to be, individually or in the aggregate, material to the Business. Seller has made
available to Purchaser complete and correct copies in all material respects (and where no such copy exists, an accurate
description thereof) of each Material Contract.

Section 3.18 Real Property.

(@ No Transferred Entity owns, or has owned since January 1, 2015, any real property.

(b) Section 3.18(b) of the Seller Disclosure Schedule sets forth the address of each parcel of real property
Related to the Business with respect to which a Transferred Entity is a lessee, sublessee, licensee or other occupant or
user (the “Leased Real Property”), and a true and complete list of all leases, subleases, licenses and other similar written
agreements relating to such Leased Real Property, together with all amendments, renewals, guarantees, subordination,
non-disturbance and attornment agreements and written material correspondence thereto (collectively, the “Real
Property Leases”). Seller has made available to Purchaser complete and correct copies in all material respects (and
where no such copy exists, an accurate description thereof) of each Real Property Lease. As of the date of this
Agreement, one of the Transferred Entities does, and as of the Closing, one of the Transferred Entities will (x) subject
to the consents listed in Section 3.4(b) of the Seller Disclosure Schedule, possess a valid leasehold interest or license
in all of the Leased Real Property; and (y) have title to, or subsisting leasehold interests or licenses in, all personal
properties and assets which are material to the operation of the Business subject to the Real Property Leases, free and
clear of all Liens, except for Permitted Liens. With respect to each Real Property Lease: (i) such Real Property Lease
is, assuming the due authorization, execution and delivery of each party thereto other than a Transferred Entity, a
legal, valid and binding agreement of a Transferred Entity, as the case may be, and, as of the Closing, subject to the
consents listed in Section 3.4(b) of the Seller Disclosure Schedule, will be a legal, valid and binding agreement of a
Transferred Entity, and is in full force and effect, and no Transferred Entity has received written notice of default or
breach in any material respect (and, to the knowledge of Seller, no event has occurred that, with or without notice or
lapse of time, would constitute such a default or breach) under the terms of any such Real Property Lease, and, to the
knowledge of Seller, there are no material disputes pending or threatened in writing or any written notice of any
intention to terminate or modify, with respect to any such Real Property Lease, except for such failures to be valid,
binding or in full force and effect and such defaults, breaches, disputes and terminations that would not reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect; (ii) Seller has made available to
Purchaser complete and correct copies in all material respects (and where no such copy exists, an accurate description
thereof) of each Real Property Lease; (iii) no security deposit or portion thereof deposited with such Real Property
Lease has been applied in respect of a breach or default under such Real Property Lease which has not been
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redeposited in full; (iv) all landlord’s or tenant’s work required to be performed under such Real Property Lease by the
applicable Transferred Entity as of the date hereof has been performed and paid for in all material respects; (v) no
Transferred Entity has collaterally assigned, pledged, mortgaged, deeded in trust or otherwise transferred any Real
Property Lease or Leased Real Property or any interest therein; (vi) there are no brokerage or leasing fees or
commissions or other compensations due and payable now or in the future on an absolute or contingent basis to any
person, firm, corporation or other entity with respect to the Real Property Leases; and (vii) there are no written or oral
leases, subleases, licenses, concessions, occupancy rights or other Contracts granting to any Person other than a
Transferred Entity the right to use or occupy any Leased Real Property, and there is no Person in possession or
occupancy of any Leased Real Property other than the Transferred Entities.
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© To the knowledge of Seller, no Leased Real Property, nor the condition nor the use thereof by the Transferred
Entities, including the operation of the Business, contravenes or violates any applicable zoning ordinance or other
Law relating to the operation of the Leased Real Property. No Transferred Entity has received any written notice of
any violation of any applicable zoning ordinance or other Law relating to the operation of the Leased Real Property
which would result in material liability to the Business.

(d) There do not exist any actual, pending or, to the knowledge of Seller, threatened condemnation or eminent
domain proceedings that affect any Leased Real Property, and no Transferred Entity has received any written notice of
the intention of any Governmental Entity or other Person to take or use any Leased Real Property. Neither the whole
nor any material portion of any Leased Real Property has been damaged or destroyed by fire or other casualty.

© To the knowledge of Seller, each parcel of Leased Real Property is adequately served by proper utilities and
other building services as necessary for its current use by the applicable Transferred Entity or in connection with the
Business and all of the buildings and other structures, to the extent utilized by a Transferred Entity, located at the
parcels of Leased Real Property are structurally sound with no material defects that are not being addressed in the
ordinary course of business and are otherwise in good operating condition in all material respects, ordinary wear and
tear excepted.

Section 3.19 Accounts Receivable. Subject to any reserves against such accounts receivables expressly set forth
in the Financial Statements (which reserves have been calculated in accordance with IFRS and in a manner consistent
with past practice of the Business), the accounts receivable of the Transferred Entities and the Business represent bona
fide claims against debtors for sales and other charges arising from bona fide transactions actually made in the
ordinary course of business and are not subject to discount except for immaterial trade discounts. None of Seller or the
Transferred Entities has increased or extended the payment terms with respect to any such accounts receivables in a
manner not consistent with the ordinary course of business. Since the Balance Sheet Date, there have not been any
write-offs as uncollectible of any of the accounts and notes receivable of the Transferred Entities or the Business.
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Section 3.20 Significant Customers and Suppliers. Section 3.20 of the Seller Disclosure Schedule sets forth a true,
accurate and complete list of (a) the ten (10) largest customers of the Business determined based on monthly recurring
revenue for the twelve (12)-month period ended March 31, 2018 (the “‘Significant Customers™) and (b) the ten (10)
largest vendors and suppliers of the Business determined based on payments from the Business for the twelve
(12)-month period ended March 31, 2018 (the “Significant Suppliers ). None of the Significant Customers or
Significant Suppliers (i) has, since January 1, 2017, either terminated its relationship with the Business or materially
reduced the aggregate value of its annual transactions with the Business, or, to Seller’s knowledge, has threatened to do
so or otherwise indicated that they will cease to use or sell to the Business (ii) to Seller’s knowledge, is likely to
materially reduce the aggregate value of its annual transactions with the Business or terminate or curtail its
relationship or dealings with the Business, whether pursuant to a non-renewal or termination of any Contract or
otherwise and whether as a result of the Transactions or otherwise, and (iii) has, since January 1, 2017 given any
written notice, or, to Seller’s knowledge, threatened, or otherwise indicated its intention, to do any of the foregoing.

Section 3.21 Affiliate Transactions. No Affiliate of Parent, Seller or the Transferred Entities (a) owns any
material property or right, tangible or intangible, which is used or held for use in connection with, or that relates to,
the Business or (b) owes any money to, or is owed any money by, Parent, Seller or any of the Transferred Entities.
Section 3.21 of the Seller Disclosure Schedule sets forth a true and complete list of any Contracts (including any oral
Contracts) between or among Parent, Seller or any of their respective Subsidiaries, on behalf of the Business, or the
Business itself, on the one hand, and any Parent, Seller or any of their respective Subsidiaries or any of their
respective Affiliates, on the other hand, which is currently in effect and which shall continue in effect after the
Closing. Notwithstanding anything to the contrary set forth in this Agreement, for purposes of this Section 3.21, Fung
Holdings (1937) Limited and its Affiliates shall be deemed Affiliates of Parent, Seller and the Transferred Entities
(prior to the Closing).

Section 3.22 Certain Business Practices.

(@ None of Parent, Seller, or any of their respective Affiliates nor any of their respective Representatives acting
on their behalf in a manner Related to the Business, has directly or indirectly made or authorized any offer, gift,
payment, or transfer, or promise of, any money or anything else of value, or provided any benefit, to any Covered
Party, (i) for the purpose of (A) influencing any act or decision of that Person, (B) inducing that Person to omit to do
any act in violation of any duty under Law, (C) securing any improper advantage, or (D) inducing that Person to use
his or her influence with a Governmental Entity or public international organization, (1) to affect or influence any act
or decision of any Governmental Entity or public international organization, or (2) to assist Seller or any of its
Affiliates in obtaining or retaining business, or directing business to any Person, whether or not lawful, or (ii) which
would otherwise constitute or have the purpose or effect of public or commercial bribery, acceptance of or
acquiescence in extortion, kickbacks or other unlawful or improper means of obtaining business or any improper
advantage.
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(b) Parent and Seller are familiar with the U.S. Foreign Corrupt Practices Act of 1977, and Parent, Seller, the
Business (including the Transferred Entities), the Business Employees and, to Seller’s knowledge, each of their
respective Representatives, are in compliance with all Anti-Corruption Laws and any other applicable Laws of similar
effect.

© No portion of any payments paid by Purchaser to Seller or its Affiliates will be used to fund payments in
connection with securing government approvals or as a payment, gift, promise to give, or authorization of the giving
of anything of value to any government official, political party or official thereof or any candidate for foreign political
office for purposes of (i) influencing any act or decision of such government official in his official capacity, (ii)
inducing such government official to do or omit to do any act in violation of the lawful duty of such official, or (iii)
securing any improper advantage; or inducing such official to use his influence with a government or instrumentality
thereof to affect or influence any act or decision of such government or instrumentality.

(d) Parent, Seller, the Business (including the Transferred Entities) and the Business Employees have at all times
complied with, and are currently in compliance with, all applicable economic sanctions, export control, import, and
other international trade laws and regulations (collectively, the “International Trade Laws”) except for failures to comply
with International Trade Laws that would not be, individually or in the aggregate, material to the Business.

(e) Parent, Seller, each of their respective Subsidiaries and the Business (including the Transferred Entities) each
maintains a system of internal accounting controls designed to provide reasonable assurances that: (i) transactions are
executed and access to assets is permitted only in accordance with management’s general or specific authorization;
(ii) transactions are recorded as necessary to permit preparation of financial statements in conformity with IFRS or
any other criteria applicable to such statements and to maintain accountability for assets; and (iii) the recorded
accountability for assets is compared with the existing assets at reasonable intervals and appropriate action is taken
with respect to any differences.

® Neither Parent nor Seller nor any of their respective Affiliates or Representatives acting on their behalf in a
manner Related to the Business, has been investigated for, or charged by any Governmental Entity with a material
violation of any Anti-Corruption Laws or International Trade Laws, and there are not now, nor have there been in the
last five years, any claims, allegations, or inquiries pending or, to Seller’s knowledge, overtly threatened against any
Transferred Entity concerning violations of any Anti-Corruption Laws or International Trade Laws.

(2) The term “government official” used in this Section 3.22 (and in all related definitions herein) shall mean any
officer or employee of a foreign government or any department, agency, or instrumentality thereof, including
government owned or controlled companies, or of a public international organization, or any Person acting in an
official capacity for or on behalf of any such government or department, agency, or instrumentality, or for or on behalf
of any such public international organization.
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Section 3.23 Privacy. The Business complies and has complied with all applicable privacy and data protection
Laws and regulations and contractual obligations regarding the collection, processing, disclosure and use of all data,
including data consisting of personally identifiable information that is associated with specific individuals, except for
such failures to comply which would not, individually or in the aggregate, create material liability for the Business or
the Transferred Entities. There are no claims, investigations or actions currently pending concerning the data or
privacy practices of the Business. No Actions have been asserted or threatened in writing against the Business in the
last three (3) years alleging a violation of any of the foregoing. To Seller’s knowledge, there has been no loss, damage,
or unauthorized access, use, modification, or breach of security of personally identifiable information or other data
maintained by or on behalf of any of the Transferred Entities.

Section 3.24 Inventory. As of the date of this Agreement, the Transferred Entities own, and as of the Closing, the
Transferred Entities or Newco will own, all of the inventory of the Business, free and clear of all Liens (other than
Permitted Liens). The inventory of the Business reflected on the most recent Financial Statements and in the books
and records of the Business since the Balance Sheet Date is of a quality and a quantity useable in the ordinary course
of business, and such inventory has been valued at the lesser of cost or market value, and all material unmarketable,
returned, rejected, damaged, slow moving or obsolete inventory has been written off or written down to net realizable
value or adequately reserved against in the books and records of the Business and in the most recent Financial
Statements.

Section 3.25 Insurance. Section 3.25 of the Seller Disclosure Schedule contains a complete and accurate list of
the insurance policies currently maintained by, or for the benefit of, the Business, Parent, Seller, or any of the
Transferred Entities with respect to the Business (the “Insurance Policies”). Such policies are in full force and effect and
will continue to be in full force and effect immediately following the Closing. No notice of cancellation or
non-renewal with respect to, or disallowance of any claim under, any such policy has been received by any
Transferred Entity to the extent Related to the Business and, to Seller’s knowledge, there is no threatened cancellation,
non-renewal, disallowance or reduction in coverage or claim with respect to any such policies. In the conduct of the
Business, Parent, Seller and the Transferred Entities report claims to appropriate insurance carriers in the ordinary
course and no such insurance carrier has issued a reservation of rights with regard to any claims so reported. To the
knowledge of Seller, no material claims have not been reported with respect to any of the Transferred Entities or the
Business to the appropriate insurance carrier since April 1, 2016. The Insurance Policies maintained for the Business
are sufficient, in all material respects, to comply with all applicable Laws and Contracts to which any Transferred
Entity is a party or to which its assets or properties or the Purchased Assets or the Business is otherwise bound.

Section 3.26 Product Liability.

(a) Since July 1, 2015, there has been no Action or audit for a claim in excess of $250,000 by or before any
Governmental Entity against or involving the Business or concerning any product manufactured, shipped, sold or
delivered by or on behalf of the Business relating to or resulting from a material alleged defect in design, manufacture,
materials or workmanship of any product manufactured, shipped, sold or delivered by or on behalf of the Business or

117



Edgar Filing: Differential Brands Group Inc. - Form PRE 14C

any material alleged failure to warn, or any material alleged breach of implied warranties or representations, and none
has been threatened.
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(b) Since July 1, 2015, there has not been any material product recall, rework or post sale warning or similar
action conducted with respect to any product manufactured (or to be manufactured), or sold by or on behalf of the
Business or any investigation or consideration of or decision made by any Person or Governmental Entity concerning
whether to undertake or not undertake any material product recall, rework or post sale warning or similar action
required by any Governmental Entity.

© There have been no material defects in design, manufacturing, materials or workmanship including any
failure to warn, or any breach of express or implied warranties or representations, which involve any product
manufactured, shipped, sold or delivered by or on behalf of the Business. All material manufacturing standards
applied, testing procedures used, and product specifications disclosed to customers by the Business have complied
with all requirements established by applicable Law.

Section 3.27 Solvency. Assuming satisfaction of the conditions to Seller’s obligation to consummate the
transactions contemplated by this Agreement, or waiver of such conditions, and after giving effect to the transactions
contemplated by this Agreement, including payment of all amounts required to be paid in connection with the
consummation of the transactions contemplated hereby, and payment of all related fees and expenses, each of Parent
and its Subsidiaries will be Solvent as of the Closing Date and immediately after the consummation of the transactions
contemplated hereby.

Section 3.28 No Other Representations and Warranties. Except for the representations and warranties contained in
this Article III and the certificate delivered pursuant to Section 8.2(d) (including the related portions of the Disclosure
Schedules), neither Seller, Parent nor any other Person has made or makes any other express or implied representation
or warranty, either written or oral, on behalf of Seller or Parent, including any representation or warranty as to the
accuracy or completeness of any information regarding the Business, the Purchased Units, the Purchased Assets, the
Transferred Entities and the assets and properties of the Transferred Entities furnished or made available to Purchaser
and its Representatives (including any information, documents or material made available to Purchaser in the Data
Room, management presentations or in any other form in expectation of the transactions contemplated hereby) or as to
the future revenue, profitability or success of the Business, or any representation or warranty arising from statute or
otherwise in law.

Article IV

REPRESENTATIONS AND WARRANTIES OF PURCHASER
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Except as disclosed in the Purchaser Disclosure Schedule (provided, that disclosure of any matter in any section or
subsection of the Purchaser Disclosure Schedule shall be deemed to have been disclosed with respect to any section or
subsection of this Agreement to which the relevance of such matter is reasonably apparent on the face thereof),
Purchaser hereby represents and warrants to Seller and Parent, as of the date hereof (except for representations and
warranties that are as of a specific date, which shall be made only as of such date), as follows:
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Section 4.1 Organization and Qualification: Subsidiaries. Purchaser is duly organized, validly existing and in
good standing under the Laws of the jurisdiction of its organization or incorporation, and has all requisite corporate or

other organizational power and authority to own, lease and operate its properties and assets and to carry on its
business as now being conducted and is qualified to do business and is in good standing as a foreign corporation in
each jurisdiction where the ownership, leasing or operation of its properties or assets or conduct of its business
requires such qualification, except, where the failure to be so qualified or in good standing would not reasonably be
expected to, individually or in the aggregate (a) prevent, materially impede or delay the consummation of the
Transactions or (b) have a material adverse effect on Purchaser’s ability to perform its obligations under this
Agreement.

Section 4.2 Authority Relative to this Agreement. Purchaser has all necessary corporate or other power and
authority, and has taken all corporate or other action necessary, to execute, deliver and perform this Agreement and
the Ancillary Agreements and to consummate the Transactions in accordance with the terms of this Agreement and
such Ancillary Agreements, except the Purchaser Stockholder Approval. This Agreement has been, and each
Ancillary Agreement to which Purchaser is a party when executed and delivered will be, as applicable, duly and
validly executed and delivered by Purchaser and, assuming the due authorization (including the Purchaser Stockholder
Approval), execution and delivery of this Agreement or such Ancillary Agreements by Seller and the other parties
thereto, constitutes (or when so executed and delivered shall constitute) a valid, legal and binding agreement of
Purchaser, enforceable against Purchaser in accordance with its terms, subject, as to the enforcement of remedies, to
applicable bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and similar Laws of general
applicability relating to or affecting creditors’ rights and to general equity principles. The affirmative vote of the
holders of a majority of the issued and outstanding shares of Purchaser’s capital stock entitled to vote thereon to
approve issuance of equity in connection with the Transactions (the “Purchaser Stockholder Approval”) is the only vote,
approval or consent of the holders of any class or series of capital stock of Purchaser that is necessary in connection
with the consummation of the Transactions. Purchaser has delivered to Seller, concurrent with the execution of this
Agreement, a voting agreement with respect to the Purchaser Stockholder Approval in favor of Parent representing
44.9% of the issued and outstanding capital stock of Purchaser entitled to vote on the Purchaser Stockholder
Approval.

Section 4.3 Consents and Approvals: No Violations. No filing with or notice to, and no permit, authorization,
registration, consent or approval of, any Governmental Entity is required on the part of Purchaser for the execution,
delivery and performance by Purchaser of this Agreement or the Ancillary Agreements to which Purchaser is a party
or the consummation by Purchaser of the Transactions, except compliance with the applicable requirements of any
applicable Antitrust Laws. Assuming compliance with the item described in the preceding sentence, neither the
execution, delivery and performance of this Agreement or the Ancillary Agreements to which Purchaser is a party by
Purchaser nor the consummation by Purchaser of the Transactions will (a) conflict with or result in any breach,
violation or infringement of any provision of the respective articles of incorporation or bylaws (or similar governing
documents) of Purchaser, (b) result in a breach, violation or infringement of, or constitute (with or without due notice
or lapse of time or both) a default (or give rise to the creation of any Lien, except for Permitted Liens, or any right of
termination, amendment, cancellation or acceleration), give rise to a loss of benefit, or give rise to a purchase right,
under, any of the terms, conditions or provisions of any material Contract to which Purchaser is a party or by which
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any of them or any of its properties or assets may be bound or (c) violate, give rise to a loss of benefit under or
infringe any Law applicable to Purchaser or any of its Subsidiaries or any of their respective properties or assets,
except in the cases of clauses (b) and (c), for such breaches, violations, infringements or Liens that would not
reasonably be expected to have, individually or in the aggregate, (i) prevent, materially impede or delay the
consummation of the Transactions or (ii) have a material adverse effect on Purchaser’s ability to perform its
obligations under this Agreement.
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Section 4.4 Solvency. Assuming satisfaction of the conditions to Purchaser’s obligation to consummate the
transactions contemplated by this Agreement, or waiver of such conditions, and after giving effect to the transactions
contemplated by this Agreement, including the Debt Financing, any alternative financing and the payment of the
Purchase Price, any other repayment or refinancing of debt in connection with the Sale, payment of all amounts
required to be paid in connection with the consummation of the transactions contemplated hereby, and payment of all
related fees and expenses, each of Purchaser and its Affiliates (including the Transferred Entities) will be Solvent as of
the Closing Date and immediately after the consummation of the transactions contemplated hereby.

Section 4.5 Financing. Purchaser has delivered to Seller true and complete copies of the executed commitment
letters and redacted fee letters, each dated as of the date hereof, between Purchaser and each of Ares Capital
Management LLC and HPS Investment Partners, LLC and (y) Purchaser and GSO Capital Partners LP (such
agreements, as may be modified pursuant to, and in accordance with, Section 5.14, the “Debt Commitment Letters”),
pursuant to which each of Ares Capital Management LLC, HPS Investment Partners, LLC and GSO Capital Partners
LP have agreed, subject to the terms and express conditions thereof, to provide Purchaser with debt financing in the
amounts set forth therein (the “Debt Financing”) for the purpose of funding the transactions contemplated by this
Agreement to occur at Closing and paying related fees and expenses. Each of the Debt Commitment Letters, in the
form so delivered, is in full force and effect and is a legal, valid and binding obligation of Purchaser and, to the
knowledge of Purchaser, the other parties thereto, in each case, except as such enforceability may be limited by (a)
bankruptcy, insolvency, reorganization, moratorium or other similar Laws affecting or relating to creditors’ rights
generally and (b) the availability of injunctive relief and other equitable remedies. The Debt Commitment Letters have
not been amended, supplemented or otherwise modified in any respect prior to the date of this Agreement, and the
respective commitments to fund the Debt Financing thereunder have not been withdrawn, terminated or rescinded in
any respect prior to the date of this Agreement. As of the date hereof, there are not any facts, events or other
occurrences that make any of the representations and warranties of Purchaser in any Debt Commitment Letter
inaccurate in any material respect (or in any respect with regard to amounts and availability of funds, including
conditionality). The obligations to make the Debt Financing available to Purchaser pursuant to the terms of the Debt
Commitment Letters are not subject to any conditions precedent, other than as expressly set forth in the Debt
Commitment Letters. As of the date of this Agreement, there are no contracts or other agreements, arrangements or
understandings (whether oral or written) or commitments to enter into agreements, arrangements or understandings
(whether oral or written) to which Purchaser or any of its Affiliates is a party related to the Debt Financing, other than
as expressly contained in the Debt Commitment Letters and delivered to Seller prior to the date hereof, that could
adversely affect the conditionality, enforceability, availability and/or initial funding of the Debt Financing at Closing.
Purchaser has fully paid any and all commitment fees or other fees required by the Debt Commitment Letters to be
paid thereunder on or prior to the date of this Agreement. No event has occurred which, with or without notice, lapse
of time or both, would or would reasonably be expected to constitute a default or breach on the part of Purchaser
under any of the Debt Commitment Letters. Assuming (x) the Debt Financing is funded in accordance with the Debt
Commitment Letters and (y) the satisfaction of the conditions set forth in Section 8.2 hereof, Purchaser will have on
the Closing Date funds sufficient to pay all amounts required to be paid by Purchaser hereunder and under the Debt
Commitment Letter in order to consummate the transactions contemplated hereby to occur on the Closing Date (the

“Required Amount”).
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Section 4.6 Brokers. No broker, finder or investment banker is entitled to any brokerage, finder’s or other fee or
commission to be paid by Purchaser in connection with the Transactions based upon arrangements made by or on
behalf of Purchaser.

Section 4.7 Acquisition of Purchased Units for Investment. Purchaser is purchasing the Purchased Units for
investment for its own account and not with a view to, or for sale in connection with, any distribution thereof, except
such views that would not cause Purchaser to be considered an “underwriter” within the meaning of the Securities Act.
Purchaser (either alone or together with its advisors) has sufficient knowledge and experience in financial and
business matters so as to be capable of evaluating the merits and risks of its investment in the Purchased Units to the
extent of the materials and information provided by Seller and its Representatives to Purchaser and its Representatives
and is capable of bearing the economic risks of such investment.

Section 4.8 Inspections: Limitation of Warranties. Purchaser has conducted its own independent investigation,
review and analysis of the business, operations, assets, Liabilities, results of operations, financial condition and
prospects of the Business, acknowledges that it and its Representatives have been provided adequate access to the
personnel, properties, assets, premises, books and records, and other documents and data of Seller and Parent for such
purpose. Purchaser acknowledges and agrees that (a) in making its decision to enter into this Agreement and to
consummate the transactions contemplated hereby, Purchaser has relied solely upon its own investigation and the
express representations and warranties of Seller and Parent set forth in Article IV of this Agreement (including related
portions of the Seller Disclosure Schedule) and of Seller and Parent in the Ancillary Agreements and (b) neither Seller
nor any other Person has made any representation or warranty as to the Business, the Purchased Units, the Purchased
Assets, the Transferred Entities or this Agreement, except as expressly set forth in Article IV of this Agreement
(including the related portions of the Seller Disclosure Schedule) and the other Ancillary Agreements. Except as
otherwise expressly set forth in this Agreement, the Business, the Purchased Units, the Purchased Assets, the
Transferred Entities and the assets and properties of the Transferred Entities are furnished “AS IS,” “WHERE IS” AND,
SUBJECT TO THE REPRESENTATIONS AND WARRANTIES OF PARENT AND SELLER CONTAINED IN
THIS AGREEMENT, WITH ALL FAULTS AND WITHOUT ANY OTHER REPRESENTATION OR
WARRANTY OF ANY NATURE WHATSOEVER, EXPRESS OR IMPLIED, ORAL OR WRITTEN, AND IN
PARTICULAR, WITHOUT ANY IMPLIED WARRANTY OR REPRESENTATION AS TO CONDITION,
MERCHANTABILITY OR SUITABILITY AS TO ANY OF THE PURCHASED ASSETS OR THE ASSETS OR
PROPERTIES OF THE TRANSFERRED ENTITIES. Purchaser acknowledges that, except for the representations
and warranties contained in Article IV and in the Ancillary Agreements, neither Seller, Parent nor any other person
has made, and Purchaser has not relied on any other express or implied representation or warranty, whether written or
oral, by or on behalf of Seller or Parent. Purchaser acknowledges that neither Seller, Parent nor any other Person,
directly or indirectly, has made, and Purchaser has not relied on, any representation or warranty, including with
respect to accuracy or completeness, regarding pro-forma financial information, financial models or modeling tools,
budgets, financial projections or any other forward-looking statements with respect to the Business or generated by
any of Seller, Parent or their respective Affiliates or Representatives, and Purchaser will make no claim with respect
thereto.
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Article V

COVENANTS

Section 5.1 Access to Books and Records.

(a) From and after the date of this Agreement, Seller and Parent shall (and shall cause their respective

Subsidiaries and Representatives to) (i) permit Purchaser and its Representatives to have reasonable access to the
books and records, assets, Business Employees, facilities, Contracts and data of the Business (including the
Transferred Entities) and their respective Representatives which are Related to the Business (including such access as
is reasonably necessary to consummate the Debt Financing), during normal business hours, upon reasonable advance
written notice, consistent with applicable Law and (ii) furnish to Purchaser and its Representatives such additional
financial and operating data and other information regarding the Business (or true, accurate and complete copies
thereof) as Purchaser or such Representatives may from time to time reasonably request; provided, however, that
Seller and Parent may withhold any access, document or information (as applicable) (x) that is subject to a legally
binding duty of confidentiality owed to an independent third party, (y) that would unreasonably interfere with the
conduct of Seller’s or its Subsidiaries’ normal operation of its other businesses, or (z) would cause a material violation
of any legally binding agreement to which Seller, any of its Subsidiaries or the Transferred Entities is a party or
bound. Any information provided to Purchaser or its Representatives in accordance with this Section 5.1 or otherwise
pursuant to this Agreement shall be held by Purchaser and its Representatives in accordance with, shall be considered
“Confidential Information” under, and shall be subject to the terms of, the Confidentiality Agreement.
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(b) Subject to entry into customary confidentiality and use undertakings, to the extent reasonably required for
tax, accounting, regulatory, compliance, litigation or investigation purposes (other than in connection with a dispute,
claim or litigation between Purchaser or its Affiliates, on the one hand, and Parent, Seller or any of their respective
Affiliates, on the other hand) and solely to the extent relating to events or occurrences or facts arising prior to the
Closing, Purchaser will permit Parent, Seller and their respective duly authorized Representatives reasonable access
during normal business hours (upon reasonable advance written notice to Purchaser) and without unreasonable
interference with the conduct of the Business to all contracts, books, records and other data relating to the Transferred
Entities conveyed and assumed at Closing to the extent that such materials were delivered to Purchaser, except where
such access (x) jeopardizes the attorney-client privilege or protection under the work product doctrine or similar
doctrine applicable to communications or materials or is prohibited by applicable Law; provided that in such case,
Purchaser shall use commercially reasonable efforts to cause such information to be provided or protection in a
manner that would not reasonably be expected to jeopardize such privilege or violate such Law or (y) is restricted by a
confidentiality agreement with a third party or would cause a violation of any legally binding agreement to which
Purchaser or its Affiliates is subject.
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