Fenix Parts, Inc.
One Westbrook Corporate Center, Suite 920
Westchester, Illinois 60154
MERGER PROPOSED
PROPOSED—YOUR
YOUR VOTE IS VERY IMPORTANT
To our Stockholders:
On February 27, 2018, Fenix Parts, Inc. (which we refer to as the “Company”), Fenix Parent LLC (which we
refer to as “Parent”), a wholly owned subsidiary of Stellex Capital Partners LP,, and Fenix Merger Sub Inc., a
wholly owned subsidiary of Parent (which we refer to as “Merger Sub”), entered into an Agreement and Plan of
Merger (which we refer to as the “merger agreement”) that provides for Parent to acquire the Company.
At the effective time of the merger (which we refer to as the “effective time”), subje
subject
ct to the conditions set forth
in the merger agreement, Merger Sub will merge with and into the Company (which we refer to as the
“merger”), so that the Company will be a wholly owned subsidiary of Parent and each share of the Company’s
common stock, par value
alue $0.001 per share (which we refer to as “Company common stock”), issued and
outstanding immediately prior to the effective time (except for shares of Company common stock held by (i) the
Company, Parent and their respective subsidiaries and (ii) holderss of Company common stock (which we refer
to as “Company stockholders”) who have properly exercised appraisal rights) will be converted into the right to
receive $0.40 in cash without interest (which we refer to as the “merger consideration”). In addition to paying
the merger consideration, and as a condition to the merger, Parent is providing additional funds to pay off over
$30 million of indebtedness and related fees and expenses to the Company’s senior lender.
On March 5 2018, the most recent practicabl
practicablee date before this proxy statement was mailed to Company
stockholders, the closing price for Company common stock on the OTC Pink was $0.38 per share. The merger
consideration represents a premium of approximately 56% to the 60
60-day volume-weighted
weighted average stock price
as of February 9, 2018, the last trading day prior to the announcement of an unsolicited, non-binding
non
offer for
the Company which is discussed below. We urge you to obtain current market quotations for Fenix Parts,
Inc. (trading symbol “FENX”).
The Company will hold a special meeting of Company stockholders (which we refer to as the “special meeting”)
in connection with the merger. Company stockholders will be asked to vote to adopt the merger agreement and
approve related matters, as described in the attached proxy statement. Adoption of the merger agreement
requires the affirmative vote in person or by proxy of holders of a majority of the outstanding shares of
Company common stock entitled to vote thereon
thereon.
Our directors and executive officers who collectively own approximately 9.1% of our outstanding shares
entitled to vote at the special meeting as of the close of business on the record date entered into individual voting
and support agreements with Parent pursuant to which they have agreed to vote their shares of our capital stock
in favor of approval and adoption of the merger agreement and approve related matters.
The special meeting will be held on April 9, 2018, at 9:00 a.m., Central Time, at Two Westbrook Corporate
Center, Conference Center,
er, Westchester, Illinois 60154.
The board of directors of the Company has unanimously determined that the merger agreement and the
transactions contemplated by the merger agreement, including the merger, are fair to Company
stockholders and are in the bestt interests of the Company and Company stockholders, declared advisable

and approved the merger agreement and the transactions contemplated by the merger agreement,
including the merger, and directed that the adoption of the merger agreement be submitted to a vote at a
meeting of Company stockholders.
THE BOARD OF DIRECTORS OF THE COMPANY RECOMMENDS THAT COMPANY
STOCKHOLDERS VOTE “FOR” THE ADOPTION OF THE MERGER AGREEMENT AND “FOR”
THE OTHER MATTERS TO BE CONSIDERED AT THE SPECIAL MEETING.
In making the recommendation, the Company’s board of directors (which we refer to as the “Company Board”)
considered, among other things, the following:
•

the Company’s severe liquidity shortage, exacerbated by the continuing suspension of operations at its
Toronto facility and loss of cash flow as a result of a fire in April 2017, which caused the Company to
sharply reduce its car buying (resulting in reduced revenue and cash flow) and delay payments to
creditors (resulting in increased short-term liabilities), and would, in the opinion of the Company’s
management, result in the Company not having sufficient cash to fund its operations within 60 to 90
days;

•

that, due to the deterioration in the Company’s financial condition and inability to sustain independent
operations, it would be highly likely the Company would be required to file for bankruptcy protection
absent a very near term sale of the Company;

•

the fact that the existing forbearance agreement with the Company’s senior lenders expires on April 30,
2018 and is not likely to be extended beyond that date if the merger is not effected; and

•

the likelihood that Company stockholders would receive less, if any, value for their shares in
connection with a bankruptcy of the Company.

See “Recommendation of the Company Board of Directors; Reasons for the Merger” on page 30 for a
more complete discussion of the factors considered by the Company Board in making its recommendation
to the Company’s stockholders.
The accompanying proxy statement provides detailed information about the special meeting, the merger,
the merger agreement, the documents related to the merger and other related matters. Please carefully
read the entire proxy statement, including its annexes. In particular, you should read the sections entitled
“Cautionary Statement Concerning Forward-Looking Statements” and “Risks Related to the Pending Merger” in
this proxy statement for a description of the risks related to the proposed merger and the sections entitled “Risk
Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in
Annex D for a description of the risks related to the Company’s business.
On behalf of the Company Board, thank you for your consideration.
Sincerely,

Kent Robertson
President and Chief Executive Officer
The date of this proxy statement is March 6, 2018 and it is first being mailed or otherwise delivered to the
Company’s stockholders on or about March 12, 2018.

Fenix Parts, Inc.
One Westbrook Corporate Center, Suite 920
Westchester, Illinois 60154

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
To be held on April 9, 2018
NOTICE IS HEREBY GIVEN that Fenix Parts, Inc., a Delaware corporation (which we refer to as the
“Company”), will hold a special meeting of holders of shares of common stock of the Company (which we
w refer
to as “Company common stock” and holders of which we refer to as “Company stockholders”) on April 9, 2018,
at 9:00 a.m., Central Time, at Two Westbrook Corporate Center, Conference Center, Westchester, Illinois 60154
(which we refer to as the “special
ial meeting”) to consider and vote upon the following matters:
1.

A proposal to adopt the Agreement and Plan of Merger, dated as of February 27, 2018, by and among
the Company, Fenix Parent LLC, a Delaware limited liability company (which we refer to as “Parent”)
“P
and a wholly owned subsidiary of Stellex Capital Partners LP, and Fenix Merger Sub Inc., a Delaware
corporation and a wholly owned subsidiary of Parent (which we refer to as “Merger Sub”), as such
agreement may be amended from time to time (which w
wee refer to as the “merger agreement”), a copy of
which is attached as Annex A,, which provides that, upon the terms and subject to the conditions set
forth in the merger agreement, Merger Sub will merge with and into the Company (which we refer to as
the “merger”),
erger”), so that the Company will be a wholly owned subsidiary of Parent (which we refer to as
the “merger proposal”). At the effective time of the merger (which we refer to as the “effective time”),
each share of Company common stock issued and outstandin
outstanding
g immediately prior to the effective time
(except for shares of Company common stock held by (i) the Company, Parent and their respective
subsidiaries and (ii) Company stockholders who have properly exercised appraisal rights) will be
converted into the right
ght to receive $0.40 in cash without interest (which we refer to as the “merger
consideration”); and

2.

A proposal to approve one or more adjournments of the special meeting, if necessary or advisable, to
permit further solicitation of proxies in favor of the merger proposal if there are insufficient votes at the
time of the special meeting to approve the merger proposal (which we refer to as the “adjournment
proposal”).

The Company Board has fixed the close of business on February 27, 2018 as the record da
date
te for the special
meeting. Only Company stockholders of record at that time are entitled to notice of, and to vote at, the special
meeting or any adjournment or postponement thereof. Adoption of the merger agreement requires the
affirmative vote in person or by proxy of holders of a majority of the outstanding shares of Company common
stock entitled to vote thereon. Approval of the adjournment proposal requires the affirmative vote of holders of a
majority of the shares of Company common stock present in pperson
erson or represented by proxy at the special
meeting.

Our directors and executive officers who collectively own approximately 9.1% of the outstanding shares of
Company common stock entitled to vote at the special meeting as of the close of business on the record date
entered into individual voting and support agreements with Parent pursuant to which they have agreed to vote
their shares of Company common stock in favor of approval and adoption of the merger agreement and approve
related matters.
THE BOARD OF DIRECTORS OF THE COMPANY UNANIMOUSLY RECOMMENDS THAT
COMPANY STOCKHOLDERS VOTE “FOR” THE MERGER PROPOSAL AND “FOR” THE
ADJOURNMENT PROPOSAL.
The Company Board has determined that due to the deterioration in the Company’s financial condition
and ability to sustain independent operations, it would be highly likely the Company would be required to
file for bankruptcy protection absent a very near term sale of the Company. The Company Board has
also determined that Company stockholders would receive less, if any, value for their shares in connection
with a bankruptcy of the Company.
Your vote is very important. We cannot complete the merger unless Company stockholders approve and
adopt the merger proposal.
If you have any questions about the merger or the accompanying proxy statement, would like additional copies
of the proxy statement or need assistance voting your shares of Company common stock, please contact the
Company at 1 Westbrook Corporate Center, Suite 920, Westchester, Illinois 60154, by telephone at (630) 4806413 and by email at scottpettit@fenixparts.com. If you hold your shares in “street name” through a bank,
broker or other holder of record, please also contact your bank, broker or other holder of record for additional
information.
Each copy of the proxy statement mailed to Company stockholders is accompanied by a form of proxy
card with instructions for voting. Regardless of whether you plan to attend the special meeting, please
vote as soon as possible by accessing the Internet site listed on the proxy card, voting telephonically using
the phone number listed on the proxy card or submitting your proxy card by mail. If you hold shares of
Company common stock in your name as a stockholder of record and are voting by mail, please complete,
sign, date and return the accompanying proxy card in the enclosed postage-paid return envelope. This
will not prevent you from voting in person, but it will help to secure a quorum and avoid added
solicitation costs. Any holder of record of shares of Company common stock who is present at the special
meeting may vote in person instead of by proxy, thereby canceling any previous proxy. In any event, a
proxy may be revoked at any time before the special meeting in the manner described in the
accompanying proxy statement. Information and applicable deadlines for voting through the Internet or
by telephone are set forth in the enclosed proxy card instructions. If you hold your stock in “street name”
through a bank, broker or other holder of record, please follow the instructions on the voting instruction
card furnished by the record holder.
Under Delaware law, Company stockholders who do not vote in favor of the adoption of the merger proposal
will have appraisal rights to seek the fair value of their shares of Company common stock, but only if they
submit a written demand to the Company for such fair value before the vote on the merger proposal and comply
with the other Delaware law procedures explained in the accompanying proxy statement. Company stockholders
who do not vote in favor of the merger proposal and who submit a written demand for payment of the fair value
of their shares of Company common stock before the vote on the merger proposal and comply with the other
Delaware law procedures will not receive the merger consideration.

The enclosed proxy statement provides a detailed description of the special meeting, the merger, the documents
related to the merger and other related matters. Please carefully read the entire proxy statement, including its
annexes.
BY ORDER OF THE BOARD OF DIRECTORS

Scott Pettit
Secretary
Date: March 6, 2018

ADDITIONAL INFORMATION
For additional questions about the merger, assistance in submitting proxies or voting shares of
Company common stock, or to request additional copies of the proxy statement or the enclosed
proxy card, please contact:
Scott Pettit
Fenix Parts, Inc.
One Westbrook Corporate Center, Suite 920
Westchester, Illinois 60154
Telephone (630) 480-6413
Email: scottpettit@fenixparts.com
If you hold your shares in “street name” through a bank, broker or other holder of record, please also
contact your bank, broker or other holder of record for additional information.
You should rely only on the information contained in this proxy statement. No one has been authorized to
provide you with information that is different from that contained in this proxy statement. This proxy
statement is dated March 6, 2018, and you should assume that the information in this proxy statement is
accurate only as of such date.
This proxy statement does not constitute an offer to sell, or a solicitation of an offer to buy, any securities,
or the solicitation of a proxy, in any jurisdiction to or from any person to whom it is unlawful to make any
such offer or solicitation in such jurisdiction.
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QUESTIONS AND ANSWERS ABOUT THE MERGER AND THE SPECIAL MEETING
The following questions and answers are intended to address briefly some commonly asked questions that
you may have about the merger, the merger agreement and the special meeting. The information in this
section does not provide all of the information that might be important to you with respect to the merger
or the special meeting. We urge you to read carefully the remainder of this proxy statement, including the
annexes attached hereto.
Q:

What is the merger?

A:

Fenix Parts, Inc., a Delaware corporation (which we refer to as the “Company”), Fenix Parent
LLC, a Delaware limited liability company (which we refer to as “Parent”) and a wholly owned
subsidiary of Stellex Capital Partners LP, and Fenix Merger Sub Inc., a Delaware corporation and
a wholly owned subsidiary of Parent (which we refer to as “Merger Sub”), entered into an
Agreement and Plan of Merger, dated February 27, 2018, as such agreement may be amended
from time to time (which we refer to as the “merger agreement”). Upon the terms and subject to
the conditions set forth in the merger agreement, Merger Sub will merge with and into the
Company (which we refer to as the “merger”), so that the Company will be the surviving
corporation in the merger and a wholly owned subsidiary of Parent. A copy of the merger
agreement is included in this proxy statement as Annex A.
The merger cannot be consummated unless, among other things, the holders of at least a majority
of the outstanding shares of common stock of the Company (which we refer to as “Company
common stock” and holders of which we refer to as “Company stockholders”) entitled to vote
approve the proposal to adopt the merger agreement.

Q:

Why am I receiving this proxy statement?

A:

We are delivering this document to you because you were a Company stockholder as of February
27, 2018, the record date for the special meeting the Company has called to adopt the merger
agreement and approve related matters (which we refer to as the “special meeting”). This proxy
statement is being used by the board of directors of the Company (which we refer to as the
“Company Board”) to solicit, on behalf of the Company, proxies of Company stockholders in
connection with the adoption of the merger agreement and related matters and describes the
proposals to be presented at the special meeting.
This proxy statement contains important information about the merger and the other proposals
being voted on at the special meeting. You should read it carefully and in its entirety. The
enclosed materials allow you to have your shares of Company common stock voted by proxy
without attending the special meeting. Your vote is important and we encourage you to submit
your proxy as soon as possible.

Q:

What are Company stockholders being asked to vote on at the special meeting?

A:

The Company is soliciting proxies from its common stockholders with respect to the following
proposals:
1.

A proposal to adopt the merger agreement (which we refer to as the “merger proposal”);
and
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2.

A proposal to approve one or more adjournments of the special meeting, if necessary or
advisable, to permit further solicitation of proxies in favor of the merger proposal if there
are insufficient votes at the time of the special meeting to approve the merger proposal
(which we refer to as the “adjournment proposal”).

Q:

Have you obtained any voting commitments for the merger?

A:

Yes. Our directors and executive officers who collectively own approximately 9.1% of the
outstanding shares of Company common stock entitled to vote at the special meeting as of the
close of business on the record date entered into individual voting and support agreements with
Parent pursuant to which they have agreed to vote their shares of Company common stock in
favor of approval and adoption of the merger agreement and approve related matters.

Q:

What will Company stockholders receive in the merger?

A:

In the merger, each share of Company common stock issued and outstanding immediately prior to
the effective time of the merger (which we refer to as the “effective time”) (except for shares of
Company common stock held by (i) the Company, Parent and their respective subsidiaries and
(ii) Company stockholders who have properly exercised appraisal rights, which we refer to
collectively as “excluded shares”) will, at the effective time, be converted into the right to receive
$0.40 in cash, without interest (which we refer to as the “merger consideration”).

Q:

How will the merger affect Company equity awards?

A:

The Company equity awards will be treated as follows:
Restricted Stock. At the effective time, each outstanding share of Company common stock that is
subject to any vesting, forfeiture, repurchase or other lapse restriction (which we refer to as a
“restricted share”) under the Fenix Parts, Inc. Amended and Restated 2014 Incentive Stock Plan
(which we refer to as the “Company Equity Award Plan”), such vesting, forfeiture, repurchase or
other lapse restriction will lapse and such restricted share will be fully vested and will be
converted into the right to receive the merger consideration. None of the Company’s directors or
executive officers owns any restricted shares.
Restricted Stock Units. At the effective time, each outstanding restricted stock unit award in
respect of shares of Company common stock granted under the Company Equity Award Plan
(which we refer to as a “Company RSU”) will fully vest and will be cancelled and converted into
the right to receive an amount in cash, without interest, equal to the merger consideration in
respect of each share of Company common stock underlying such Company RSU. None of the
Company’s directors or executive officers owns any Company RSUs.
Stock Options. All outstanding option awards in respect of shares granted of Company common
stock under the Company Equity Award Plan (which we refer to as a “stock option”), whether
vested or unvested, have an exercise price per Share that is greater than or equal to the merger
consideration. As a result, all stock options will cease to be outstanding, be cancelled and cease to
exist and the holder of any such stock option will not be entitled to payment of any consideration
therefor.
Employee Stock Purchase Plan. As of the date of the merger agreement, each outstanding right
under the Fenix Parts, Inc. Employee Stock Purchase Plan (which we refer to as the “Employee
Stock Purchase Plan”) will be exercised for the purchase of shares of Company common stock in
3

accordance with the terms of such plan and any outstanding shares of Company common stock
obtained through the exercise of such outstanding right will at the effective time receive the
merger consideration.
Q:

How does the merger consideration compare to the market price of Company common
stock?

A:

The merger consideration represents a discount of approximately 7% compared to $0.43, the
closing price of Company common stock on the OTC Pink on February 27, 2018, the last full
trading day before the public announcement of the merger agreement. However, the merger
consideration represents a premium of approximately 56% to the 60-day volume-weighted
average stock price as of February 9, 2018, the last trading day prior to the announcement by
Upstate Shredding, LLC of an unsolicited, non-binding offer for the Company, which the
Company Board has significant doubt could be completed as stated in the Company press release
(available on the Company website) dated February 28, 2018 and is discussed further below. On
March 5, 2018, the most recent practicable date before this proxy statement was mailed to our
stockholders, the closing price for Company common stock on the OTC Pink was $0.38 per
share. You are encouraged to obtain current market quotations for Company common stock in
connection with voting your shares.

Q:

What will happen to the Company generally as a result of the merger?

A:

The Company will become a wholly owned subsidiary of Parent. You will no longer have any
ownership interest in the Company.

Q:

How does the Company Board recommend that I vote at the special meeting?

A:

The Company Board unanimously recommends that you vote “FOR” the merger proposal and
“FOR” the adjournment proposal. You should read “The Merger—Recommendation of the
Company Board of Directors; Reasons for the Merger” for a discussion of the factors that the
Company Board considered in deciding to recommend the approval of the merger agreement. See
also “The Merger—Interests of the Company’s Executive Officers and Directors in the Merger.”

Q:

When and where is the special meeting?

A:

The special meeting will be held on April 9, 2018, at 9:00 a.m., Central Time, at the offices of the
Company, located at Two Westbrook Corporate Center, Conference Center, Westchester, Illinois
60154.

Q:

What do I need to do now?

A:

After you have carefully read this proxy statement including its annexes and have decided how
you wish to vote your shares of Company common stock, please vote your shares promptly so
that your shares are represented and voted at the special meeting.
If you hold your shares in your name as a stockholder of record, you can complete, sign, date and
mail your proxy card in the enclosed postage-paid return envelope, and we request that you do
this as soon as possible. Alternatively, you may vote through the Internet or by telephone.
Information and applicable deadlines for voting by mail, through the Internet or by telephone are
set forth in the enclosed proxy card instructions.
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If you hold your shares in “street name” through a bank, broker or other holder of record, please
refer to the instructions for voting your shares provided by such bank, broker or other holder of
record. A “street name” stockholder who wishes to vote in person at the special meeting will need
to obtain a legal proxy from the institution that holds its shares.
Q:

What constitutes a quorum for the special meeting?

A:

Holders of a majority of our outstanding shares entitled to vote at the special meeting who are
present in person or represented by proxy will constitute a quorum to conduct business at the
meeting. The Company cannot hold the meeting unless a quorum is present. If you are a
stockholder of record and vote your shares by proxy, your shares will be counted for purposes of
determining whether a quorum is present even if your voting choice is to abstain.
We urge you to vote promptly by proxy even if you plan to attend the special meeting so that we
will know as soon as possible that enough shares will be present for us to hold the special
meeting.

Q:

What is the vote required to approve each proposal at the special meeting?

A:

Merger Proposal:
•

Vote Required: Approval of the merger proposal requires the affirmative vote in person or by
proxy of holders of a majority of the outstanding shares of Company common stock entitled
to vote thereon.

•

Effect of abstentions and broker non-votes: If you fail to submit a proxy card or vote in
person, mark “ABSTAIN” on your proxy or fail to instruct your bank, broker or other holder
of record how to vote with respect to the merger proposal, it will have the same effect as a
vote “AGAINST” the proposal.

Adjournment Proposal:
•

Vote Required: Whether or not a quorum is present, approval of the adjournment proposal
requires the affirmative vote of the holders of a majority of the shares of Company common
stock present in person or represented by proxy at the special meeting.

•

Effect of abstentions and broker non-votes: If you mark “ABSTAIN” on your proxy card, it
will have the same effect as a vote “AGAINST” the proposal. If you fail to submit a proxy
card or vote in person at the special meeting, or fail to instruct your bank, broker or other
holder of record how to vote with respect to the adjournment proposal, it will have no effect
on the proposal.

Our directors and executive officers who collectively own approximately 9.1% of our outstanding
shares entitled to vote at the special meeting as of the close of business on the record date entered
into individual voting and support agreements with Parent pursuant to which they have agreed to
vote their shares of our capital stock in favor of approval and adoption of the merger agreement
and approve related matters.
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Q:

Why is my vote important?

A:

If you do not submit a proxy card or vote in person at the special meeting, or if you fail to instruct
your bank, broker or other holder of record as to how to vote, it will be more difficult for the
Company to obtain the necessary quorum to hold the special meeting to approve the merger. In
addition, your failure to submit a proxy or vote in person, your failure to instruct your bank,
broker or other holder of record how to vote or your abstention will have the same effect as a vote
“AGAINST” the adoption of the merger agreement.

Q:

If my shares of Company common stock are held in “street name” by my bank or broker,
will my bank or broker automatically vote my shares for me?

A:

No. Your bank or broker cannot vote your shares without instructions from you. If your shares are
held in “street name” through a bank, broker or other holder of record, you must provide the
record holder of your shares with instructions on how to vote your shares. Please follow the
voting instructions provided by such record holder. You may not vote shares held in “street
name” by returning a proxy card directly to the Company, or by voting in person at the special
meeting, unless you provide a legal proxy, which you must obtain from the record holder of your
shares. Without your specific instruction, banks, brokers or other holders of record who hold
shares of Company common stock on your behalf may only vote your shares on “routine”
proposals and may not vote your shares on “non-routine” matters. All proposals to be voted on at
the special meeting are “non-routine” proposals which your bank, broker, or other holder of
record cannot vote on your behalf without your specific instruction. As a result, failure to instruct
your bank, broker or other holder of record how to vote will have the same effect as a vote
“AGAINST” the adoption of the merger agreement.

Q:

Can I attend the special meetings and vote my shares in person?

A:

Yes. All Company stockholders, including stockholders of record and stockholders who hold
their shares through banks, brokers or other holders of record, are invited to attend the special
meeting. Company stockholders of record of shares of Company common stock can vote in
person at the special meeting. If you are not a stockholder of record (in other words, if your
shares are held for you in “street name”), you must obtain a legal proxy, executed in your favor,
from your bank, broker or other holder of record of your shares to be able to vote in person at the
special meeting. If you plan to attend the special meeting, you must hold your shares in your own
name or have a letter from the record holder of your shares confirming your ownership.
In addition, all Company stockholders must bring a form of personal photo identification in order
to be admitted to the meeting. The Company reserves the right to refuse admittance to anyone
without proper proof of share ownership or without proper photo identification. Whether or not
you intend to be present at the special meeting, you are urged to sign, date and return your proxy
card, or to vote via the Internet or by telephone, promptly. If you are then present at the special
meeting and wish to vote your shares in person, you may revoke your original proxy by voting at
the special meeting.

Q:

Can I change my vote or revoke my proxy?

A:

Yes. If you are a stockholder of record of shares of Company common stock, you may change
your vote at any time before your shares of Company common stock are voted at the special
meeting by: (i) signing and returning a proxy card with a later date; (ii) attending the special
meeting in person, notifying the secretary, and voting by ballot at the special meeting; (iii) voting
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by telephone or the Internet at a later time; or (iv) delivering a written revocation letter to the
Secretary of the Company at 1 Westbrook Corporate Center, Suite 920, Westchester, Illinois
60154.
If you hold your shares in “street name” through a bank, broker or other holder of record, the
above-described options for changing your vote do not apply and, instead, you should follow the
instructions received from your bank, broker or other holder of record to change your vote.
Q:

Will the Company be required to submit the merger proposal to Company stockholders
even if the Company Board has withdrawn, modified or qualified its recommendation?

A:

Yes. Unless the merger agreement is terminated before the special meeting, the Company is
required to submit the merger proposal to Company stockholders even if the Company Board has
withdrawn or modified its recommendation.

Q:

Is the merger expected to be taxable to U.S. holders?

A:

Yes. The exchange of shares of Company common stock for cash pursuant to the merger
generally will be a taxable transaction for U.S. holders (as defined in “The Merger—Certain U.S.
Federal Income Tax Consequences of the Merger”) for U.S. federal income tax purposes. If you
are a U.S. holder and you exchange your shares of Company common stock in the merger for
cash, you will, for U.S. federal income tax purposes, generally recognize gain or loss in an
amount equal to the difference, if any, between the amount of cash you receive with respect to
such shares and your adjusted tax basis in such shares. Backup withholding may also apply to the
cash payments made pursuant to the merger unless the recipient provides a taxpayer identification
number, certifies that such number is correct and otherwise complies with the backup withholding
rules. You should read “The Merger—Certain U.S. Federal Income Tax Consequences of the
Merger” for a more detailed discussion of the U.S. federal income tax consequences of the
merger. You should also consult your tax advisor for a complete analysis of the effect of the
merger on your federal, state, local and non-U.S. taxes.

Q:

Are Company stockholders entitled to appraisal rights?

A:

Yes. Company stockholders are entitled to appraisal rights under Section 262 of the Delaware
General Corporation Law (which we refer to as the “DGCL”). For further information, see
“Appraisal Rights.”

Q:

What should I do if I receive more than one set of voting materials?

A:

You may receive more than one set of voting materials, including multiple copies of this proxy
statement and multiple proxy cards or voting instruction cards. For example, if you hold shares of
Company common stock in more than one brokerage account, you will receive a separate voting
instruction card for each brokerage account in which you hold your shares. If you are a
stockholder of record of shares of Company common stock and your shares are registered in more
than one name, you will receive more than one proxy card. Please complete, sign, date and return
each proxy card and voting instruction card that you receive or otherwise follow the voting
instructions set forth in this proxy statement to ensure that you vote every share of Company
common stock that you own.
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Q:

When do you expect the merger to be consummated?

A:

The Company currently expects to consummate the merger no later than April 16, 2018.
However, the Company cannot assure you of when or if the merger will be consummated, and
closing of the transaction is subject to the satisfaction of various conditions that are not within the
Company’s control. The Company must obtain the approval of Company stockholders to adopt
the merger agreement at the special meeting. The Company and Parent must also satisfy certain
other closing conditions.

Q:

What happens if the merger is not consummated?

A:

If the merger is not consummated for any reason, Company stockholders will not receive any
consideration for their shares of Company common stock in connection with the merger. Instead,
the Company will remain an independent, public company and Company common stock will
continue to be listed and traded on the OTC Pink. In addition, under certain circumstances
specified in Article VI of the merger agreement, the Company may be required to pay a
termination fee. As discussed under “The Merger—Recommendation of the Company Board of
Directors; Reasons for the Merger,” the Company Board believes that if the merger is not
consummated for any reason, it is highly likely that the Company will file for bankruptcy in the
near future and Company stockholders would get less than $0.40 per share, if anything, for their
shares of Company Stock.

Q:

What happens if I sell my shares of Company common stock before the special meeting?

A:

The record date for Company stockholders entitled to vote at the special meeting is earlier than
the date of the special meeting and the expected closing date of the merger. If you transfer your
shares of Company common stock after February 27, 2018, the record date for the special
meeting, you will, unless special arrangements are made, retain your right to vote at the special
meeting but will transfer the right to receive the merger consideration to the transferee of your
shares.

Q:

Whom should I call with questions?

A:

If you have any questions about the merger or this proxy statement, would like additional copies
of this proxy statement, or need assistance voting your shares of Company common stock, please
contact the Company at 1 Westbrook Corporate Center, Suite 920, Westchester, Illinois 60154,
by telephone at (630) 480-6413 and by email at scottpettit@fenixparts.com.
If your Company common stock is held in “street name” through your bank, broker or other
holder of record, please also contact your bank, broker or other holder of record for additional
information.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS
This proxy statement contains certain forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995 that are intended to be protected by the safe harbor provided
therein. We generally identify forward-looking statements, particularly those statements regarding the
benefits of the proposed merger between Parent and the Company, the anticipated timing of the
transaction and the business of each company, by terminology such as “outlook,” “believes,” “expects,”
“potential,” “continues,” “may,” “will,” “would,” “could,” “should,” “seeks,” “approximately,”
“predicts,” “intends,” “plans,” “estimates,” “anticipates,” “projects,” “strategy,” “future,” “opportunity,”
“will likely result” or the negative version of those words or other comparable words. These forwardlooking statements are not historical facts, and are based on current expectations, estimates and
projections about our industry, management’s beliefs and certain assumptions made by management,
many of which, by their nature, are inherently uncertain and beyond our control. Accordingly, you are
cautioned that any such forward-looking statements are not guarantees of future performance and are
subject to certain risks, uncertainties and assumptions that are difficult to predict.
A number of important factors could cause actual results to differ materially from those indicated by the
forward-looking statements in this proxy statement, including, but not limited to:
•

the risk that the merger may not be consummated in a timely manner or at all, which, in the view
of the Company Board would be highly likely to result in the Company filing for bankruptcy due
to its declining financial position and because the forbearance agreement with the Company’s
senior lenders expires on April 30, 2018;

•

the risk that a majority of the Company stockholders may fail to approve the merger;

•

the risk that the parties to the merger agreement may fail to satisfy other conditions to the
consummation of the merger or meet expectations regarding the timing and consummation of the
merger;

•

the occurrence of any event, change or other circumstance that could give rise to the termination
of the merger agreement;

•

the outcome of any legal proceedings that may be instituted against the Company related to the
merger agreement or the merger; and

•

the amount of unexpected costs, fees, expenses and other charges related to the merger.

The Company undertakes no obligation to revise these statements following the date of this
communication, except as required by law.
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PARTIES TO THE MERGER
The Company
Fenix Parts, Inc.
1 Westbrook Corporate Center, Suite 920
Westchester, Illinois 60154
Telephone: (630) 480-6413
The Company, a Delaware corporation, is in the business of automotive recycling, which is the recovery
and resale of original equipment manufacturer (“OEM”) parts, components and systems, such as engines,
transmissions, radiators, trunks, lamps and seats (referred to as “products”) reclaimed from damaged,
totaled or low value vehicles. The Company purchases its vehicles primarily at auto salvage auctions.
Upon receipt of vehicles, the Company inventories and then dismantles the vehicles and sells the recycled
products. The Company’s customers include collision repair shops (body shops), mechanical repair shops,
auto dealerships and individual retail customers. The Company also generates a portion of its revenue
from the sale as scrap of unusable parts and materials, from the sale of used cars and motorcycles, the sale
of aftermarket parts, and from the sale of extended warranty contracts. The Company provides customers
with high quality recycled OEM products, extensive inventory and product availability, responsive
customer service and fast delivery. The Company operates a hub and spoke distribution network allowing
it to efficiently move products among its locations and expedite delivery to its customers. The Company
distributes a variety of products to collision and mechanical repair shops, including recycled OEM
products, as well as aftermarket, refurbished and remanufactured parts.
The Company was founded on January 2, 2014 to acquire and combine companies in the automobile
recycling and resale industry. Fenix Parts Canada, Inc. (“Fenix Canada”), a wholly-owned subsidiary of
the Company, was established on September 24, 2014 primarily to facilitate the acquisition and
combination of companies in the automobile recycling and resale industry in Canada. Through November
2014, The Company and Fenix Canada entered into Combination Agreements to acquire (in transactions
referred to as the “Combinations”) eleven corporate entities that operate eight businesses (the “Founding
Companies”), contingent upon, among other things, the closing of an initial public offering (“IPO”). On
May 19, 2015, the Company completed the IPO and closed on the Combinations with the Founding
Companies, including those Founding Companies that are designated as accounting co-predecessors,
Don’s Automotive Mall, Inc., Gary’s U-Pull It, Inc., and Horseheads Automotive Recycling, Inc.
(collectively, the “Beagell Group”); and Standard Auto Wreckers Inc., End of Life Vehicles Inc., Goldy
Metals Incorporated, and Goldy Metals (Ottawa) Incorporated (collectively, “Standard”). The aggregate
consideration paid by the Company in the Combinations is referred to in this proxy statement as the
“Combination Consideration”. The Company raised the cash portion of the Combination Consideration in
its IPO as well as from indebtedness. The operations of the Founding Companies are reflected in the
consolidated statements of operations from the date of acquisition on May 19, 2015. During the third
quarter and fourth quarter of 2015, the Company acquired three additional automobile recycling
companies (“Subsequent Acquisitions”). Our Founding Companies and Subsequent Acquisitions
represent our operating subsidiaries (“Subsidiaries”). The operations of our Subsequent Acquisitions are
also reflected in the consolidated statements of operations from their respective dates of acquisition.
Company common stock is traded on the OTC Pink under the symbol “FENX.” The Company’s
obligation to file reports with the Securities and Exchange Commission (the “SEC”) has been suspended.
Additional information about the Company and its subsidiaries is included in Annex D to this proxy
statement. The Company maintains a website at http://www.fenixparts.com. The information provided on
the Company’s website is not part of this proxy statement and is not incorporated by reference.
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Parent
Fenix Parent LLC
c/o Stellex Capital Partners LP
900 Third Avenue, 14th Floor
New York, NY 10022
Telephone: (212) 710-2323
Fenix Parent LLC, a Delaware limited liability company, was formed on February 26, 2018 for the sole
purpose of effecting the merger. It is a wholly owned subsidiary of Stellex Capital Partners LP
(“Stellex”). As of the date of this proxy statement, Parent has not conducted any activities other than
those incidental to its incorporation, the negotiation and execution of the merger agreement and the
transactions contemplated by the merger agreement. Stellex is a private equity firm that invests in middlemarket companies in North America and Europe through its offices in New York and London.
Merger Sub
Fenix Merger Sub Inc.
c/o Stellex Capital Partners LP
900 Third Avenue, 14th Floor
New York, NY 10022
Telephone: (212) 710-2323
Fenix Merger Sub Inc. is a Delaware corporation and a wholly owned subsidiary of Parent. Merger Sub
was incorporated on February 26, 2018 for the sole purpose of effecting the merger. As of the date of this
proxy statement, Merger Sub has not conducted any activities other than those incidental to its
incorporation, the negotiation and execution of the merger agreement and the transactions contemplated
by the merger agreement.
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THE SPECIAL MEETING
This section contains information for Company stockholders about the special meeting that the Company
has called to allow Company stockholders to consider and vote on the merger proposal and other
matters. The Company is mailing this proxy statement to you, as a Company stockholder, on or about
March 12, 2018. This proxy statement is accompanied by a notice of the special meeting and a form of
proxy card that the Company Board is soliciting for the Company at the special meeting and at any
adjournments or postponements thereof.
Date, Time and Place of the Special Meeting
This proxy statement is being furnished to the Company stockholders as part of the solicitation of proxies
by the Company Board from Company stockholders for use at the special meeting to be held on April 9,
2018, at 9:00 a.m., Central Time, at the offices of the Company, located at Two Westbrook Corporate
Center, Conference Center, Westchester, Illinois 60154, or at any postponement or adjournment thereof.
Purpose of the Special Meeting
At the special meeting, you will be asked to consider and vote upon the following matters:
•

the merger proposal (Proposal 1 on your proxy card); and

•

the adjournment proposal (Proposal 2 on your proxy card).

Company stockholders must adopt the merger agreement by approving the merger proposal in order to
consummate the merger. A copy of the merger agreement is attached to this proxy statement as Annex A.
You are urged to read the merger agreement carefully in its entirety.
Recommendation of the Company Board of Directors
After careful consideration of various factors described in “The Merger—Recommendation of the
Company Board of Directors; Reasons for the Merger,” the Company Board (i) determined that the
merger agreement and the transactions contemplated by the merger agreement, including the merger, are
fair to Company stockholders and in the best interests of the Company and Company stockholders;
(ii) authorized, declared advisable and approved the execution, delivery and performance of the merger
agreement and the transactions contemplated by the merger agreement, including the merger; (iii) directed
that the adoption of the merger agreement be submitted to a vote at a meeting of Company stockholders;
and (iv) resolved to recommend that Company stockholders adopt the merger agreement. The Company
Board made its determination after consultation with its legal and financial advisors and consideration of
numerous factors.
The Company Board unanimously recommends that you vote “FOR” the merger proposal and “FOR”
the adjournment proposal.
Record Date and Quorum
The Company Board has fixed the close of business February 27, 2018 as the record date for the
determination of Company stockholders entitled to notice of, and to vote at, the special meeting. As of the
close of business on the record date, there were 21,794,244 shares of Company common stock
outstanding and entitled to vote, held by approximately 43 holders of record. You will have one vote on
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each matter properly coming before the special meeting for each share of Company common stock that
you owned on the record date.
The presence in person or by proxy of the holders of record of a majority of the outstanding voting shares
of the Company as of the record date is necessary to constitute a quorum at the special meeting. All shares
of Company common stock present in person or represented by proxy, including abstentions, will be
treated as present for purposes of determining the presence or absence of a quorum for all matters voted
on at the special meeting. Because, under applicable rules, banks, brokers and other holders of record
holding shares in “street name” do not have discretionary voting authority with respect to any of the three
proposals described in this proxy statement, if a beneficial owner of Company common stock held in
“street name” does not give voting instructions to the record holder of its, his or her shares, then those
shares will not be counted as present in person or by proxy at the special meeting if no other proposals are
brought before the special meeting.
Vote Required
Merger Proposal
•

Vote Required: Approval of the merger proposal requires the affirmative vote in person or by
proxy of holders of a majority of the outstanding shares of Company common stock entitled to
vote thereon.

•

Effect of abstentions and broker non-votes: If you fail to submit a proxy card or vote in person,
mark “ABSTAIN” on your proxy or fail to instruct your bank, broker or other holder of record
how to vote with respect to the merger proposal, it will have the same effect as a vote
“AGAINST” the proposal.

Adjournment Proposal
•

Vote Required: Whether or not a quorum is present, approval of the adjournment proposal
requires the affirmative vote of holders of a majority of the shares of Company common stock
present in person or represented by proxy at the special meeting.

•

Effect of abstentions and broker non-votes: If you mark “ABSTAIN” on your proxy card, it will
have the same effect as a vote “AGAINST” the proposal. If you fail to submit a proxy card or
vote in person at the special meeting, or fail to instruct your bank, broker or other holder of record
how to vote with respect to the adjournment proposal, it will have no effect on the proposal.

Voting by Fenix Directors, Executive Officers and Certain Stockholders
Our directors and executive officers who collectively own approximately 9.1% of the outstanding shares
of Company common stock entitled to vote at the special meeting as of the close of business on the record
date entered into individual voting and support agreements with Parent. Pursuant to the voting and
support agreements, these stockholders have agreed to vote their shares of our capital stock in favor of
approval and adoption of the merger agreement, and against any proposal adverse to the merger.
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Voting, Proxies and Revocation
Attending the Special Meeting
All Company stockholders, including stockholders of record and stockholders who hold their shares
through banks, brokers or other holders of record, are invited to attend the special meeting. Company
stockholders of record can vote in person at the special meeting. If you are not a stockholder of record,
you must obtain a legal proxy executed in your favor from the record holder of your shares to be able to
vote in person at the special meeting. If you plan to attend the special meeting, you must hold your shares
in your own name or have a letter from the record holder of your shares confirming your ownership. In
addition, you must bring a form of personal photo identification with you in order to be admitted to the
meeting. The Company reserves the right to refuse admittance to anyone without proper proof of share
ownership or without proper photo identification.
Voting by Stockholders of Record
If you are a stockholder of record, you may vote your shares of Company common stock on matters
presented at the special meeting in any of the following ways:
•

•

by proxy—stockholders of record have a choice of submitting a proxy:
o

by telephone or over the Internet, by accessing the telephone number or website specified
on the enclosed proxy card. The control number provided on your proxy card is designed
to verify your identity when voting by telephone or by Internet. Please be aware that you
may incur costs such as telephone and Internet access charges for which you will be
responsible;

o

by signing, dating and returning the enclosed proxy card in the enclosed postage-paid
return envelope; or

in person—you may attend the special meeting and cast your vote there.

Voting of Shares Held in “Street Name”; Broker Non-Votes
If you are a beneficial owner of shares of Company common stock held in “street name,” you should
receive instructions from your bank, broker or other holder of record that you must follow in order to
have your shares of Company common stock voted. If you have not received such voting instructions or
require further information regarding such voting instructions, contact your bank, broker or other holder
of record. If your bank, broker or other holder of record holds your shares of Company common stock in
“street name,” such record holder will vote your shares of Company common stock only if you provide
instructions on how to vote by filling out the voter instruction form sent to you by such record holder with
this proxy statement. Please note that, if you are a beneficial owner of shares of Company common stock
held in “street name” and wish to vote in person at the special meeting, you must obtain a legal proxy
executed in your favor from your bank, broker or other holder of record and present such legal proxy at
the special meeting.
Under stock exchange rules, banks, brokers and other holders of record who hold shares of Company
common stock in “street name” for a beneficial owner of those shares typically have the authority to vote
in their discretion on “routine” proposals when they have not received instructions from beneficial
owners. However, such record holders are not allowed to exercise their voting discretion with respect to
the approval of matters determined to be “non-routine.” “Broker non-votes” are shares held in “street
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name” by banks, brokers and other holders of record that are present in person or represented by proxy at
the special meeting, but for which the beneficial owner has not provided the record holder with
instructions on how to vote on a particular proposal and such record holder does not have discretionary
voting power with respect to such proposal. Because, under applicable rules, banks, brokers and other
holders of record holding shares in “street name” do not have discretionary voting authority with respect
to either of the two proposals described in this proxy statement, if a beneficial owner of Company
common stock held in “street name” does not give voting instructions to the applicable record holder,
then those shares will not be counted as present in person or by proxy at the special meeting. As the vote
to approve the merger proposal is based on the total number of shares of Company common stock
outstanding at the close of business on the record date, if you fail to issue voting instructions to your
bank, broker or other holder of record, it will have the same effect as a vote “AGAINST” the proposal to
adopt the merger agreement.
Voting of Proxies; Incomplete Proxies
If you submit a proxy, regardless of the method you choose to submit such proxy, the individuals named
on the enclosed proxy card, and each of them, with full power of substitution, will vote your shares of
Company common stock in the way that you indicate. When completing the Internet or telephone
processes or the proxy card, you may specify whether your shares of Company common stock should be
voted for or against, or abstain from voting, on all, some or none of the specific items of business to come
before the special meeting.
All shares represented by valid proxies that the Company receives through this solicitation, and that are
not revoked, will be voted in accordance with your instructions on the proxy card. If you properly sign
your proxy card but do not mark the boxes showing how your shares of Company common stock should
be voted on a matter, the shares of Company common stock represented by your proxy will be voted in
accordance with the recommendations of the Company Board, which, as of the date of this proxy
statement, are “FOR” the merger proposal and “FOR” the adjournment proposal.
Deadline to Vote by Proxy
Please refer to the instructions on your proxy card or voting instruction card to determine the deadlines
for submitting your proxy over the Internet or by telephone. If you choose to submit a proxy by mailing a
proxy card, your proxy card should be mailed in the enclosed postage-paid return envelope and must be
received by the Secretary of the Company by 5:00 p.m. Central Time, on April 6, 2018.
Revocation of Proxy
If you are a stockholder of record of shares of Company common stock, you have the right to revoke a
proxy, whether delivered over the Internet, by telephone or by mail, at any time before it is exercised.
Proxies may be revoked by submitting a later-dated proxy through any of the methods available to you,
by giving written notice of revocation to the Secretary of the Company, which must be filed with the
Secretary of the Company by 5:00 p.m. Central Time, on April 6, 2018, or by attending the special
meeting and voting in person. Attending the special meeting alone, without voting at the special meeting,
will not be sufficient to revoke your proxy. Written notice of revocation should be mailed to: Fenix Parts,
Inc., Attn: Secretary of the Corporation, 1 Westbrook Corporate Center, Suite 920, Westchester, Illinois
60154.
If you are a “street name” holder of shares of Company common stock, you may change your vote by
submitting new voting instructions to your bank, broker or other holder of record or obtaining a legal
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proxy and voting in person at the special meeting. You must contact the record holder of your shares to
obtain instructions as to how to change your proxy vote.
Adjournments and Postponements
Although it is not currently expected, the special meeting may be adjourned or postponed for the purpose
of soliciting additional proxies if there are insufficient votes at the time of the special meeting to approve
the merger proposal. In the event that there is present, in person or by proxy, sufficient favorable voting
power to secure the vote of Company stockholders necessary to approve the merger proposal, the
Company will not adjourn or postpone the special meeting without the consent of Parent.
Solicitation of Proxies
The Company is soliciting your proxy in conjunction with the merger. The Company will bear the cost of
soliciting proxies from you. In addition to solicitation of proxies by mail, the Company will request that
banks, brokers and other holders of record send proxies and proxy materials to the beneficial owners of
Company common stock and secure their voting instructions.
Questions and Additional Information
If you have more questions about the merger or how to submit your proxy, or if you need additional
copies of this proxy statement or the enclosed proxy card or voting instructions, please contact Investor
Relations, Fenix Parts, Inc., 1 Westbrook Corporate Center, Suite 920, Westchester, Illinois 60154, or by
telephone at (630) 480-6413 or by email at scottpettit@fenixparts.com.
If you hold your shares in “street name” through a bank, broker or other holder of record, please also
contact your bank, broker or other holder of record for additional information.
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THE MERGER
This discussion of the merger is qualified in its entirety by reference to the merger agreement, which is
attached to this proxy statement as Annex A. You should read the entire merger agreement carefully as it
is the legal document that governs the merger.
Terms of the Merger
The Company Board has unanimously approved the merger agreement and the transactions contemplated
by the merger agreement, including the merger. Upon the terms and subject to the conditions set forth in
the merger agreement, Merger Sub, a wholly owned subsidiary of Parent, will merge with and into the
Company, so that the Company will be the surviving corporation in the merger and a wholly owned
subsidiary of Parent. Upon the consummation of the merger, the separate corporate existence of Merger
Sub will cease.
At the effective time, each share of Company common stock issued and outstanding immediately prior to
the effective time (except for shares of Company common stock held by (i) the Company, Parent and their
respective subsidiaries and (ii) Company stockholders who have properly exercised appraisal rights,
which we refer to collectively as “excluded shares”) will be converted into the right to receive the merger
consideration.
Company stockholders are being asked to adopt the merger agreement. The merger agreement is attached
as Annex A to this proxy statement. The merger agreement and the summaries of various terms of the
merger agreement contained in this proxy statement are included to provide you with information
regarding the terms of the merger agreement. Factual disclosures about the Company contained in this
proxy statement or in the public reports of the Company filed with the SEC or included in Annex D to
this proxy statement may supplement, update or modify the factual disclosures about the Company
contained in the merger agreement. The merger agreement contains representations and warranties by
Parent, on the one hand, and the Company, on the other hand. The representations, warranties and
covenants made in the merger agreement by the Company and Parent were qualified and subject to
important limitations that were negotiated and agreed to by the Company and Parent, respectively. In
particular, in your review of the representations and warranties contained in the merger agreement it is
important to bear in mind that the representations and warranties were negotiated with the principal
purposes of allocating risk between the parties to the merger agreement, rather than establishing matters
as facts. The representations and warranties also may be subject to a contractual standard of materiality
different from that generally relevant to investors or applicable to reports and documents filed with the
SEC, and some were qualified by certain confidential disclosures made by the Company and Parent in
connection with the merger agreement and certain public filings made by the Company with the SEC.
Moreover, information concerning the subject matter of the representations and warranties, which do not
purport to be accurate as of the date of this proxy statement, may have changed since the date of the
merger agreement.
For the foregoing reasons, the representations and warranties should not be read alone or relied upon as
characterizations of the actual state of facts or condition of the Company, Parent or any of their respective
subsidiaries or affiliates. Instead, such provisions or descriptions should be read only in conjunction with
the other information provided elsewhere in this proxy statement.
Background of the Merger
Set forth below is a description of what we believe are the material aspects of the background and history
of the merger. This description may not contain all the information that is important to you. The Company
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encourages you to read carefully the entire proxy statement, including the merger agreement attached as
Annex A, for a more complete understanding of the merger.
The Company was founded in January 2014 to acquire eight businesses engaged in the recycling and
resale of automotive products. The Company completed its initial public offering (the “IPO”) in May
2015 and, in connection with the IPO, completed the acquisition of its founding eight businesses. At the
time of the IPO, a key component of the Company’s strategy was to grow through the acquisition of other
OEM automotive products recycling businesses.
The Company was unable to file its first post-IPO Quarterly Report on Form 10-Q on a timely basis due
to the complexity of the financial presentation as a result of the Company’s formation transactions and a
delay in obtaining and compiling information from the acquired businesses. The Company was also late
in filing its Quarterly Report on Form 10-Q for the quarter ended September 30, 2015 for similar reasons.
Scrap metal pricing declined approximately 67% from the fourth quarter of 2014 to the fourth quarter of
2015. This resulted in a significant decrease in scrap revenue which raised concerns about the
Company’s liquidity needed to pursue its strategic growth plan. Beginning in January 2016, in response
to these concerns over liquidity, the Company asked BMO Capital Markets (“BMO”) and Stifel, Nicolaus
& Company, Incorporated (“Stifel”), the investment banks that led its IPO, to advise it regarding potential
financing alternatives.
On January 18, 2016, representatives of Stifel presented various financing proposals to the Company
Board.
During the first quarter of 2016, the Company’s stock price declined 32% resulting in a goodwill
impairment charge of $43.3 million. This impairment charge resulted in the Company recording a net loss
of $41.0 million for the quarter which limited the Company’s ability to borrow under its secured credit
facility.
On March 22, 2016, the Company Board met and approved an amended and restated credit agreement
(the “Amended Credit Agreement”) with its senior secured lender BMO Harris Bank N.A. and its
Canadian affiliate, Bank of Montreal (referred to herein as the Company’s “senior lenders”). The
Amended Credit Agreement was signed on March 30, 2016. In an effort to relieve liquidity constraints,
the Amended Credit Agreement relaxed certain financial covenants that the Company would otherwise
have breached, which would have resulted in a default under the original credit agreement. The
Company’s focus on resolving matters related to the Amended Credit Agreement caused a delay in the
filing of its Annual Report on Form 10-K for the year ended December 31, 2015, which was filed on
April 14, 2016.
Throughout the first six months of 2016, the Company continued to experience liquidity constraints,
primarily as a result of a significant decrease in the price of scrap metal. In addition, delays in obtaining
and compiling information from the acquired businesses resulted in the Company being unable to file its
Quarterly Report on Forms 10-Q for the quarters ended March 31, 2016 and June 30, 2016 on a timely
basis.
Throughout this period, the Company’s liquidity problems were exacerbated by continued high
accounting fees. In the six months ended June 30, 2016, the Company paid accounting fees of
$2,026,000, or approximately 3.1% of revenues for the six-month period.
On May 24, 2016, the Company Board met and received a report from management on the Company’s
discussions with BMO and Stifel regarding a potential private equity financing arrangement.
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On July 8, 2016, the Company dismissed BDO USA, LLP as its independent registered public accounting
firm and engaged Crowe Horwath LLP as the Company’s independent registered public accounting firm.
On August 23, 2016, the Company entered into a Second Amendment to the Amended Credit Agreement
and Waiver (“Amendment No. 2”) effective August 19, 2016. Amendment No. 2 amended the Amended
Credit Agreement by clarifying the method of calculating EBITDA and extended delivery of various
quarterly deliverables.
On August 29, 2016, the Company Board met and reviewed the Company’s discussions with BMO and
Stifel regarding a potential convertible note financing. The Company Board received a list of
investors/lenders assembled by BMO and Stifel and reviewed a term sheet provided by a potential
financing source.
On September 3, 2016, the Company received a subpoena from the Chicago Regional Office of the SEC
requiring the production of various documents. The SEC inquiry appeared to be focused on the July 2016
change in the Company’s independent registered public accounting firm, the accounting for the
Company’s multiple business combinations and related goodwill impairment charge, the effectiveness of
the Company’s internal controls over financial reporting and the Company’s inventory valuation
methodology.
On October 31, 2016, the Company announced that the filing of its Quarterly Report on Form 10-Q for
the second quarter of 2016 would be delayed as a result of the complexity of accounting for the
Company’s multiple business combinations, the coordination of the transition of responsibilities between
the Company’s prior and new independent registered public accounting firms, and additional procedures
on purchase accounting and inventory following the Company’s receipt of the SEC subpoena.
On November 11, 2016, the Company Board met and considered a revised version of the potential
financing arrangement involving subordinated convertible debt reviewed at the August 29, 2016 meeting.
The Company Board considered a term sheet provided by the financing source and had the opportunity to
ask questions of representatives of BMO and Stifel, who attended the meeting. The Company Board
engaged in an in-depth discussion of the proposed financing, and Kent Robertson, the Company’s
President and Chief Executive Officer, and Scott Pettit, its Chief Financial Officer, were authorized to
negotiate with the financing source and to present a definitive financing arrangement to the Company
Board for consideration.
Because the Company was unable to obtain financing on terms that were acceptable to it from sources
already contacted, on December 12, 2016, the Company Board established a special committee,
consisting of independent directors who were disinterested with respect to the alternatives review process
(the “Special Committee”), to conduct a strategic alternatives review process to explore potential strategic
alternatives available to the Company, including a potential sale of the Company. The Company Board
adopted a charter for the Special Committee and appointed directors Seth Myones, Clayton Trier and
Thomas O’Brien as its members.
On December 22, 2016, the Special Committee engaged Mayer Brown LLP (“Mayer Brown”) to advise it
in connection with its evaluation of strategic alternatives regarding the Company. Johnson and Colmar
continued to act as general counsel to the Company. References to counsel to the Company in this
background section include both Mayer Brown and Johnson and Colmar.
On December 29, 2016, the Special Committee met to consider proposals from various potential financial
advisors.
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In light of the strategic alternatives review process and the desire to retain the Company’s senior
management throughout the process, on January 4, 2017, the Company entered into new employment
agreements with Mr. Robertson, Mr. Pettit and Art Golden, the Company’s Chief Operating Officer.
Under the employment agreements, Mr. Robertson’s annual base salary was set at $300,000 (his prior
base compensation was $350,000 though Mr. Robertson had voluntarily agreed to reduce it to $300,000),
Mr. Pettit’s annual base salary was set at $250,000 (his prior base compensation was $350,000 though
Mr. Pettit had voluntarily agreed to reduce it to $250,000), and Mr. Golden’s annual base salary was set at
$250,000 (his prior base compensation). Each of the individuals was also eligible to receive annual cash
bonuses and equity incentive awards at the discretion of the Company’s compensation committee. In
addition, the agreements provided that in the event of the termination of the individuals’ employment
following a change of control, the individuals would be entitled to receive, among other things, (i) a
payment equal to 3 times his base salary (for Mr. Robertson) or 2 times his base salary (for Mr. Pettit and
Mr. Golden) if his employment agreement is not assumed by the successor or if he is terminated without
cause within 12 months following a change of control or (ii) a payment equal to 2 times his base salary
(for Mr. Robertson) or 1 times his base salary (for Mr. Pettit and Mr. Golden) if terminated without cause
more than 12 months following a change of control.
In order to alleviate a cash flow emergency and inability to meet its payroll, on January 6, 2017, for
$150,000 in cash, the Company issued to Mr. Robertson 53,571 unregistered shares of common stock at
$2.80 per share (the closing price of a share of the Company’s common stock on January 6, 2017) and for
$100,000 in cash, the Company issued to Mr. Pettit 35,714 unregistered shares of common stock at the
same price. In addition, on the same date, the Company issued an option to Mr. Robertson to purchase
76,531 unregistered shares of the Company’s common stock at an exercise price of $2.80 per share and an
option to Mr. Pettit to purchase 51,020 unregistered shares of the Company’s common stock at an
exercise price of $2.80 per share. The Company also began discussions with its senior lenders to obtain a
forbearance agreement, as the Company was in default under its credit facility.
On January 12, 2017, a putative securities class action lawsuit was filed against the Company, Kent
Robertson, the Company’s President and Chief Executive Officer, and Scott Pettit, the Company’s Chief
Financial Officer. The complaint alleged various violations of federal securities laws in connection with
disclosures or failures to disclose regarding, among other things: (1) the Company’s inventory valuation
methodology and (2) the Company’s methodology for calculating goodwill impairment.
On January 17, 2017, the Special Committee met to discuss contacts with five potential financial
advisors. Of the five, the Special Committee decided to pursue the engagement with Stifel and was
notified by Stifel that it was prepared to accept the engagement. The Special Committee discussed the
engagement proposal provided by Stifel. Mr. Myones, chair of the Special Committee, was authorized to
negotiate a final engagement letter with Stifel.
On January 25, 2017, the Special Committee met with representatives of Stifel to consider an action plan
to develop and consider strategic alternatives. The Special Committee determined to conduct weekly
status update calls with Stifel and legal counsel to assure that the strategic alternatives process was
conscientiously advanced. Some of these weekly updates were to be considered “formal” meetings of the
Special Committee, with others to be simple updates.
On February 14, 2017, the Company signed a formal engagement letter with Stifel, retaining Stifel as the
Special Committee’s advisor for the purpose of advising and assisting the Special Committee in
connection with the exploration of strategic alternatives.
On February 14, 2017, the Company received a determination letter from the Listing Qualifications
Department of The Nasdaq Stock Market (“Nasdaq”) advising the Company that, because of the delays in
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filing of the Company’s Quarterly Reports on Form 10-Q for the quarters ended June 30, 2016 and
September 30, 2016, trading of the Company’s common stock was subject to suspension and the stock
was subject to delisting, unless the Company requested a hearing before a Nasdaq hearings panel (the
“Panel”).
On February 21, 2017, the Company filed its Quarterly Report for the period ended June 30, 2016. On
that same date, the Company requested a hearing before the Panel and was granted an extension pending
the Panel’s decision following the hearing.
On March 21, 2017, the Special Committee met to review and approve an overview of the Company
prepared by Stifel and a potential buyer/investor list. At that time, the expectation was that the results of
the strategic review process would be announced by the end of July 2017.
As a result of its failure to file its second and third quarter 2016 Forms 10-Q on a timely basis and its
failure to comply with certain financial covenants as of June 30, 2016 and September 30, 2016, the
Company was in default under the Amended Credit Agreement. The Company’s failure to comply with
the Amended Credit Agreement’s financial covenants was due primarily to (i) lower asset values as a
result of reductions during 2016 to the aggregate estimated fair value of acquired inventory, which
reduced the Company’s borrowing base, (ii) limits on certain non-cash adjustments to calculate EBITDA
for covenant compliance, and (iii) lower than forecasted EBITDA during the third quarter of 2016
because of a decline of approximately 5% in quarterly net revenues (as compared to a Company record
level of net revenues for the quarter ended June 30, 2016) and higher operating expenses, including
significant accounting, legal and other fees primarily as a result of the transition to a new public
accounting firm beginning in July 2016 and the SEC inquiry. On March 27, 2017, the Company entered
into a Forbearance Agreement (the “Forbearance Agreement”) with its senior lenders. As required under
the Forbearance Agreement, the Company engaged Novo Advisors to provide financial advisory and
consulting services and engaged Novo’s President, Sandeep Gupta, as the Company’s Chief
Administrative Officer.
On March 27, 2017, the Company issued a press release announcing the engagement of Stifel to identify
and evaluate potential strategic and financial transactions to provide the Company with improved
liquidity and maximize stockholder value, including debt or equity financing and a strategic investment in
the company or a business combination.
On March 29, 2017, the Company filed its Quarterly Report for the quarter ended September 30, 2016. As
a result of the filing, the Company was in compliance with the Nasdaq listing requirements.
On April 3, 2017, the Company announced that it would be unable to file its Annual Report on Form 10K for the year ended December 31, 2016 (the “2016 Form 10-K”) on a timely basis and that it expected to
receive a notice of non-compliance from Nasdaq.
On April 5, 2017, the Company announced that the Panel issued a decision granting the Company’s
request for the continued listing of its common stock on Nasdaq subject to, among other things, the
Company filing its 2016 Form 10-K for the year ended December 31, 2016 by May 26, 2017 and its
Quarterly Report on Form 10-Q for the period ended March 31, 2017 by June 30, 2017. The Company
also announced that it had received a delinquency notice from Nasdaq in connection with its inability to
timely file the 2016 Form 10-K.
On April 6, 2017, a fire occurred at the Company’s facility in Scarborough (Toronto), Ontario. Although
the building and contents therein, including computer equipment and some accounting records, were
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completely destroyed, no employees were injured, and none of the inventory of vehicles on the premises
was impacted.
On April 13, 2017, the Special Committee met to consider and review a confidential information
memorandum prepared by Stifel. Stifel noted that it had prepared a list of 133 potentially interested
parties, 35 of which had signed confidentiality agreements. The Special Committee offered comments and
suggestions to the confidential information memorandum which were subsequently incorporated by Stifel
to the satisfaction of the Special Committee.
In May 2017, the Company considered the extension of the Forbearance Agreement which was due to
expire on May 26, 2017.
On May 16, 2017, the Company announced that it would be unable to file its Quarterly Report on Form
10-Q for the quarter ended March 31, 2017 on a timely basis and that it expected to receive a notice of
non-compliance from Nasdaq. On May 18, 2017, the Company announced that it had received a
delinquency notice from Nasdaq in connection with its inability to timely file the aforementioned Form
10-Q.
On May 25, 2017, Stifel reported to the Special Committee that it had received non-binding indications of
interest from a total of 14 parties, all of which were subject to completion of further due diligence. A 15th
party submitted a non-binding indication of interest shortly after the meeting. Fourteen of the non-binding
indications of interest were to acquire some or all of the Company for cash and one non-binding
indication of interest was to acquire the Company in a stock-for-stock merger. One non-binding
indication of interest contemplated two separate transactions: (1) an acquisition of substantially all of the
Company’s outstanding equity and (2) a $10 million investment in the Company. Stifel also reported that
a number of other parties were still potentially interested in a transaction with the Company but had not
submitted proposals. The Special Committee discussed these indications of interest and the next steps in
the process, including movement into a second round of discussions with interested parties, the
scheduling of site visits, and the creation and population of a data room.
On May 31, 2017, the Company announced that the Nasdaq Panel issued a decision granting the
Company’s request for an extension to file its 2016 Form 10-K until June 9, 2017 and for its Quarterly
Report on Form 10-Q for the period ended March 31, 2017 until July 14, 2017. The Panel also required
the Company to file its Quarterly Report on Form 10-Q for the period ended June 30, 2017 on or before
August 14, 2017.
On June 1, 2017, Stifel sent letters to 10 of the parties that had submitted non-binding indications of
interest to acquire the Company for cash providing details on the second round process. The letter
indicated that the Company expected to file its 2016 Form 10-K by June 12, 2017 and that site visits and
management presentations would be made available shortly thereafter. The letter also indicated an online
data room would be made available to potential investors starting the week of Monday, June 5, 2017. The
process letter indicated that definitive proposals would be due in mid-July.
On June 21 and 28, 2017, the Special Committee obtained an update on the process from Stifel and
discussed various potential near-term capital alternatives.
On June 27, 2017, Nasdaq notified the Company that, due to the Company’s non-compliance with
Nasdaq Listing Rules, the Company’s stock would be suspended from trading at the opening of business
on June 29, 2017 and the Company would be delisted from Nasdaq effective August 31, 2017.
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On June 28, 2017, the Company announced an amendment to the Forbearance Agreement dated June 23,
2017. Under the amended Forbearance Agreement, the senior lenders agreed to refrain from exercising
their rights and remedies under the Amended Credit Agreement with respect to the Company’s noncompliance with applicable financial and other covenants and any further non-compliance with such
covenants through August 31, 2017,. The amended Forbearance Agreement also permitted the Company
to add the quarterly interest payment otherwise due for the second quarter of 2017 to the principal amount
of debt outstanding and defer a $250,000 principal payment that was due on June 30, 2017 to the end of
the forbearance period.
On June 29, 2017, the Company’s common stock was suspended from trading on Nasdaq and began
being quoted on the OTC Pink operated by the OTC Markets Group Inc. (also known as the “Pink
Sheets”).
The Company’s accounting fees remained high (amounting to $4,932,000 for the first six months of 2017,
or approximately 7.5% of revenues for the six-month period), the fire at the Company’s Toronto facility
interrupted business at that location, and the Company’s liquidity position continued to deteriorate,
resulting in reduced car purchases. In addition to the ongoing business issues outlined above, as well as
the suspension of the Company’s common stock from trading on Nasdaq, several interested
investors/purchasers continued to express concern about the Company’s financial reporting capabilities
and expressed reluctance to make definitive proposals until the Company filed its 2016 Form 10-K.
On July 13, 2017, a stockholder derivative lawsuit was filed against Messrs. Robertson and Pettit and the
members of the Company Board containing allegations substantially similar to those in the putative
securities class action lawsuit, with additional allegations regarding conduct that caused, among other
things, the Company’s non-compliance with Amended Credit Agreement financial covenants, its failure
to maintain effective internal controls, and its inability to timely file SEC-required periodic reports. On
August 28, 2017, the derivative suit was voluntarily dismissed against all defendants without prejudice.
On July 25, 2017, representatives of the Company and counsel met with the company’s senior lenders to
provide an update on the strategic review process, potential transactions and likely timing.
During the first two weeks of August, 2017, the Company and advisors to Stellex engaged in preliminary
due diligence discussions regarding the SEC investigation and the Company’s delayed SEC-required
periodic reports.
On August 15, 2017, the Company announced that it would be unable to file its Quarterly Report on Form
10-Q for the quarter ended June 30, 2017 on a timely basis.
On August 16, 2017, the Company filed its 2016 Form 10-K.
On August 24, 2017, the Special Committee met to discuss the strategic transaction process. Five parties
who had submitted indications of interest had followed up with due diligence phone calls following the
Company’s filing of its 2016 Form 10-K. Stifel noted that the delay in filing the 2016 Form 10-K, in
combination with the various business issues outlined and the suspension of the Company’s common
stock from trading on Nasdaq, had caused diminished interest on the part of certain participants in the
process. The Special Committee instructed Stifel to contact interested parties and request final proposals
by September 6, 2017. Shortly thereafter, Stifel sent an updated process letter to interested parties and a
draft merger agreement.
On August 28, 2017, the previously filed putative securities class action lawsuit was amended to include
as defendants the lead managers of the Company’s IPO, including BMO and Stifel.
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On August 31, 2017, the Company was delisted from Nasdaq and the Company’s common stock was
deregistered from Section 12(b) of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”). Because the Company had under 300 record holders of its common stock as of that date, the
Company’s common stock was not automatically registered under Section 12(g) of the Exchange Act.
On September 7, 2017, Stifel reported to the Special Committee that four parties had submitted proposals.
Stellex proposed an all cash bid valuing the Company, on an enterprise basis, at $45 million, equating to
$0.55 per share. Bidder #2, a strategic bidder, proposed an all cash bid valuing the Company, on an
enterprise basis, at $49.5 million, equating to $1.00 per share. Bidder #3, a strategic bidder, proposed an
all cash bid valuing the Company, on an enterprise basis, at $42.9 million, equating to $0.74 per share.
Bidder #4, a private equity firm, proposed acquiring the assets of the Company in a Section 363 sale in a
bankruptcy proceeding for the Company, valuing the assets of the Company, collectively, at $42.5
million.
The Special Committee discussed the various bids noting that Bidder #4’s offer would entail significantly
greater expenses to complete because of the considerable additional costs of the bankruptcy process and
the uncertainty of the amounts that may be available for Company stockholders after payment of all
creditors. The Special Committee asked Stifel to speak with each of the bidders in an effort to clarify
certain aspects of their bids and potentially raise their bids.
On September 18, 2017, the Special Committee met to review revised bids. Improved indications of
interest were received from the two strategic bidders but the two private equity firms did not raise their
bids. Bidder #2’s offer included, as the preferred option for a transaction, an option for an investment in
the Company for 51% of the Company’s equity at $1.25 per share. Upon further discussion of this option,
the Special Committee was advised that the Company did not have sufficient authorized shares to
complete the investment proposed by Bidder #2 without a stockholder vote. Bidder #3 submitted a
revised proposal to acquire the Company in an all cash transaction for $0.76 per share. Stifel was
instructed to obtain various clarifications from interested parties and to seek further improvements in bids.
On September 25, 2017, the Special Committee met, and Stifel reported to the Special Committee that
Stellex did not increase its bid, Bidder #4 did not revise its bid and continued to favor an asset sale in a
bankruptcy proceeding, and Bidder #3 raised its offer to $1.05 per share. Bidder #2 did not change its
offer of $1.00 per share for the acquisition of all of the Company’s stock and reduced its offer to $1.15
per share for the purchase, by way of investment in the Company, of 51% of the Company’s stock. The
Special Committee considered the relative obstacles to completing a sale to Bidder #3, as opposed to the
Bidder #2 investment. The Special Committee instructed Stifel to engage with Bidder #2 to obtain
agreement on as many details as possible of Bidder #2’s bid and, if the committee were satisfied, to
proceed to a term sheet with Bidder #2, which would include a “fiduciary out” to allow for a “topping
bid” from third parties.
On September 28, 2017, Stifel provided a summary to the Special Committee of its outreach efforts to
date, which included a list consisting of 66 strategic buyers and 164 financial sponsor buyers contacted
throughout the strategic alternatives process. The list indicated that the only parties that continued to be
interested in pursuing a transaction with the Company were Stellex and Bidders #2, #3 and #4.
On October 9, 2017, the Special Committee met, and Stifel reported on recent concerns expressed by the
parties still in the process, which included declining EBITDA and multiple downward revisions of
forecasted financials, an ongoing dispute over the amount of the earnout obligation owed to the former
owners of End of Life Vehicles Inc., Goldy Metals Incorporated, and Goldy Metals (Ottawa) Incorporated
(collectively, the “Canadian Founding Companies”) under the combination agreements with the Canadian
Founding Companies, insufficient inventory as a result of reduced car buying, and the significantly
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delayed Form 10-K filing as well as the inability to timely file the Forms 10-Q for the first and second
quarters of 2017. Stifel further reported that Bidder #2, which had previously shown signs of low interest
and a lack of commitment to the transaction, would no longer offer to make an investment in the
Company. Stifel assisted the Special Committee in comparing the financial wherewithal, industry
knowledge and overall ability of Bidder #2 and Bidder #3 to consummate a transaction, with the
committee ultimately concluding that Bidder #3 was better positioned to consummate a transaction.
Bidder #3 continued to offer $1.05 per share and informed Stifel that it was prepared to work toward a
definitive agreement over the next 4-6 weeks. Stellex remained interested and had offered an alternative
transaction involving a loan to the Company with warrant coverage. The consensus of the Special
Committee was to proceed with Bidder #3, work to satisfy Bidder #3’s remaining due diligence issues
and to prepare a definitive agreement. Members of the Special Committee expressed concern over the
complexity and adequacy of Stellex’s offer, and Stifel was instructed to attempt to obtain terms from
Stellex that could be an attractive alternative to Bidder #3. Director Gary Beagell informed the Company
that he, with certain other founding company owners (collectively, the “Beagell Group”), proposed to
make an offer to purchase or invest in the Company. Counsel advised the Special Committee that Mr.
Beagell should recuse himself from participating in board meetings at which the terms of potentially
competitive offers were to be discussed and that the Beagell Group should communicate with the
Company through Stifel.
On October 26, 2017, the Special Committee met, with Stifel reporting that the Company was working
with Bidder #3 to fulfill its due diligence request and that Bidder #3 was likely to reduce its offer due to
the Company’s reduced car purchases. Accordingly, Stifel counseled against granting exclusivity to
Bidder #3 at that time. Stifel also reported that it would attempt to keep communication active with
Stellex and to provide information to Stellex in support of its most recent bid of $0.80 per share. In
addition, Stifel reported that it had begun initial conversations with a representative of the Beagell Group
and had received an unsolicited approach from Upstate Shredding LLC (“Upstate Shredding”) to discuss
a potential transaction. Upstate Shredding subsequently executed a non-disclosure agreement allowing it
to participate in the process.
On October 31, 2017, the Company filed its Quarterly Report on Form 10-Q for quarter ended March 31,
2017 and reported a net Loss of $39.4 million, which included a goodwill impairment charge of $37.1
million.
On November 9, 2017, the Special Committee met and was advised by Stifel that Bidder #3 had revised
its bid downward to $0.80 per share, due largely to Bidder #3’s belief that the Company’s inventory has
fallen below amounts reflected in data previously provided to Bidder #3. Stifel noted the possibility that
this presaged further reductions by Bidder #3. Stellex had also reduced its offer to $0.55 per share. No bid
had been received from the Beagell Group. Stifel recommended that, unless Stellex significantly
improved its bid, the Company should work with Bidder #3 on an exclusive basis. The Special
Committee instructed Stifel to contact Stellex to see if it would improve its bid.
On November 15, 2017, the Company announced that it would be unable to file its Quarterly Report on
Form 10-Q for the quarter ended September 30, 2017 on a timely basis.
On November 16, 2017, the Special Committee met with the Company Board in attendance (except for
recused director Gary Beagell) and was informed by Stifel that Bidder #3 was still performing due
diligence. Bidder #3 had not modified its most recent “informal” bid of $0.80 per share, and the Company
was continuing to produce data designed to convince Bidder #3 that it had undervalued the Company’s
assets and overestimated its liabilities. Stifel discussed Stellex’s revised offer, intended to be competitive
with Bidder #3, but which continued to include difficult, complicated conditions, such as the resolution of
contingent consideration disputes. The Special Committee instructed Stifel to obtain Stellex’s best and
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final offer for a straightforward tender offer transaction. The Beagell Group indicated to Stifel that it
would submit an offer to purchase the Company’s assets by the end of the week. The Special Committee
asked Stifel to prepare a side-by-side comparison of the best and final offers of each of the participants as
soon as possible so that the committee could make a final recommendation.
On November 29, 2017, the Special Committee met with the Company Board in attendance (except for
recused director Gary Beagell). The committee reviewed an offer for an asset purchase received from the
stockholders of certain of the founding companies (the Beagell Group) and found it to be insufficient both
as to structure and value. Stellex confirmed its offer of $0.55 per share, but stated its willingness to raise
its offer to $0.80 if the full amount of both the Jerry Brown, Ltd. and Standard earnout obligations, owed
under the combination agreements with these founding companies, were converted to promissory notes
payable in three years with an annual interest rate of 8%. The consensus of the Special Committee was
that these requirements added complexity to an already difficult transaction, and Stifel was instructed to
communicate this to Stellex. Bidder #3 revised its bid to down to $0.76 per share, subject to approval by
its board of directors, the results of continued due diligence and site inspections at twelve of the
Company’s locations, and negotiation of a mutually acceptable merger agreement. The Company had
received communications from a stockholder regarding the possibility that a bank could assume the
Company’s senior lenders’ position. This stockholder had submitted several communications that set
forth non-specific potential investment or debt replacement possibilities, all of which had been attempted
by management. This stockholder had not submitted any specific offer for an adequate equity investment
and had found no lender prepared to extend credit to the Company, supported either by its cash flows or
its asset base, in amounts that would make such a transaction possible. Accordingly, and particularly in
light of the offers discussed above from Bidder #3 and Stellex, the Special Committee believed that it was
in the best interests of the Company and Company stockholders to focus on the Stellex and Bidder #3
offers. After consultation with Stifel, the Special Committee and the Company Board agreed that Stifel
should contact Bidder #3 and inform it that the Company was prepared to meet Bidder #3’s conditions to
a transaction and to work with Bidder #3 to develop a schedule for the completion of these and other
related steps toward a transaction, with a view to having a definitive merger agreement to consider by
mid-December.
On December 14, 2017, the Company settled and satisfied the earnout claims of the Canadian Founding
Companies.
On December 14, 2017, the Special Committee met with the Company Board in attendance (except for
recused director Gary Beagell). Stifel reported that it received an email from Stellex serving to confirm
the withdrawal of the Stellex bid, effective the following day, after Stellex was informed of the
Company’s decision to proceed to agreement with a different party. It was further reported that Bidder #3
was continuing its confirmatory due diligence.
From December 14 through December 31, 2017, Bidder #3 conducted numerous due diligence calls with
counsel for the Company in which Bidder #3 focused on potential liabilities related to stockholder
litigation and the adequacy of directors and officers (D&O) liability insurance.
On December 19, 2017, Stifel informed the Special Committee that in light of its being named a
defendant in the putative securities class action lawsuit, it would not be able to render an opinion as to the
fairness of any transaction involving the Company.
On December 21, 2017, the Company terminated its Registration Statements on Form S-8, paving the
way for the Company to suspend its Exchange Act reporting obligations in 2018.
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On December 26, 2017, the Special Committee agreed to engage Duff & Phelps, LLC (“Duff & Phelps”)
to provide a fairness opinion with respect to the transaction expected to result from the strategic review
process. An engagement letter with Duff & Phelps was signed on February 12, 2018.
On December 29, 2017, the Company entered into a new forbearance agreement with its senior lenders,
pursuant to which the senior lenders agreed to forbear from exercising their rights and remedies through
February 28, 2018.
On December 29, 2017, Stifel informed the Special Committee and the Company Board that Bidder #3
had indicated a concern over the pending litigation and orally proposed to restructure the transaction as an
asset purchase. The Special Committee and the Company Board agreed that an asset purchase entailed a
number of unacceptable risks, including, among other things, significant uncertainty as to the amount and
timing of proceeds to be received by Company stockholders. Stifel was instructed to tell Bidder #3 that it
rejected the asset purchase proposal, but wished to conclude a tender offer/merger transaction with Bidder
#3, as Bidder #3 had originally proposed. Bidder #3 agreed to scheduling an “all hands” call related to its
concerns about pending and potential future litigation.
On January 2, 2018, the Company’s advisors conducted an “all hands” discussion in an attempt to provide
comfort to Bidder #3 and its advisors that the Company’s risks relating to pending litigation were
manageable and that the Company’s current D&O coverage was comfortably in excess of potential
damages and legal costs, however likely or unlikely they might be.
On January 3, 2018, the Company received a letter from the staff of the SEC advising the Company that
the SEC had completed its inquiry into the Company and no enforcement action had been recommended.
On January 4, 2018, the Special Committee met with the Company Board in attendance (except for
recused director Gary Beagell). Stifel reported that it, together with counsel for the Company, had had
several conversations with representatives of Bidder #3 and its legal advisors, in which the ongoing
stockholder litigation and the SEC investigation were discussed in detail, with a view to addressing
Bidder #3’s concerns regarding the assumption of liabilities related to these matters following closing of a
transaction. Stifel noted that until Bidder #3’s concerns were fully addressed, it was unlikely that the
Company would receive a definitive final offer from Bidder #3. The Special Committee also discussed
obtaining a fairness opinion with regard to Bidder #3’s offer.
Later on January 4, 2018, after the Special Committee meeting, Stifel had a conversation with Bidder #3
in which Bidder #3 informed Stifel that Bidder #3 remained uncomfortable with the litigation risk, and for
that reason, it proposed to revert to the asset purchase structure that was proposed in the prior week. As a
result, Stifel suggested to re-engage with Stellex on all fronts (diligence, documentation, etc.), and the
Special Committee agreed to do so.
On January 5, 2018, Stifel informed the Company that it had spoken with Stellex, which was interested in
re-engaging, but believed this was their “last shot.” Stellex asked for an update call on January 8, 2018
with senior management to discuss 4th quarter results, car buying trends, personnel changes and
negotiations with founding company Jerry Brown Ltd. over contingent consideration obligations.
Provided that Stellex was comfortable with what it heard, Stellex indicated that it would be willing to
expeditiously sign a letter of intent to acquire the Company’s stock and move into a short exclusivity
period to close the transaction. Also on that day, Stifel formally notified Bidder #3 that its asset purchase
offer had been rejected.
On January 11, 2018, Stifel informed the Special Committee and the Company Board of a number of due
diligence calls that Stellex had scheduled for January 11 and 12, 2018.
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On January 18, 2018, the Special Committee and the Company Board met, and Stifel provided updates on
the status of Stellex’s due diligence and informed the Special Committee and the Company Board of the
potential for a competing offer from a private investment group.
Later on January 18, 2018, Stifel informed the Special Committee that Stifel had received a draft offer
letter, markup of the merger agreement and draft exclusivity agreement from Stellex. The offer letter
included a reduced per share bid of $0.40.
On January 19, 2018, the Special Committee and the Company Board convened a conference call with
Stifel and counsel to discuss the Stellex offer letter. They developed a list of issues that the Company
wanted to discuss with Stellex before it could agree to entering into an exclusivity arrangement. The
Company instructed Special Committee counsel (Edward Best of Mayer Brown) to address these points
with Stellex’s counsel (Dentons US LLP) and revert to the Company as soon as possible.
On January 19, 2018, the Company filed a Form 15 with the Securities and Exchange Commission
suspending its filing obligations under the Exchange Act.
On January 20, 2018, Stifel received an inquiry from Stellex that was passed on to counsel for the
Company relating to several of the issues that the Company had raised with Stellex.
On January 21, 2018, Stifel and counsel for the Company had a conference call to discuss their concerns
with the Stellex draft offer letter.
On January 22, 2018, counsel for the Company provided the Special Committee and the Company Board
with a proposed markup of the Stellex exclusivity agreement, as well as a report on the status of issues
that had been discussed with Stellex’s counsel.
On January 22, 2018, the Special Committee and the Company Board met to discuss the Stellex proposal.
Following discussion, the Company Board approved entering into an exclusivity agreement with Stellex,
subject to agreement on certain aspects of Stellex’s mark-up of the draft merger agreement.
Later on January 22, 2018, following resolution of the issues raised by the Special Committee on
Stellex’s mark-up of the draft merger agreement, the Company and Stellex signed the exclusivity
agreement.
Upon being informed that the Company was no longer in a position to discuss a transaction, the private
investment group withdrew from discussions with the Company.
On January 29, 2018, the Company sent Stellex its comments on Stellex’s markup of the proposed merger
agreement.
From January 29 through February 6, 2018, counsel for the Company and counsel for Stellex had several
conversations regarding the structure of the transaction and, upon providing Stellex with new information,
they agreed that it would serve the interests of efficiency to restructure the transaction as a merger.
On February 6, 2018, counsel for the Company received a markup of the merger agreement from counsel
for Stellex. As had been discussed, the revised draft restructured the transaction as a merger.
On February 8, 2018, the Special Committee and Company Board held a meeting at which counsel for the
Company presented a list of open issues and a proposed markup in response to Stellex’s markup of the
merger agreement.
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On February 8, 2018, following the Special Committee and Company Board meeting, counsel for the
Company had a call with counsel for Stellex, at which the revised draft merger agreement and various
open issues were discussed.
On February 8 and 9, 2018, counsel for the Company, as well as company management, continued to
work with Stellex to fulfill Stellex’s due diligence requests.
On February 9, 2018, Upstate Shredding publicly announced a non-binding unsolicited offer to acquire
the common stock of the Company for $0.50 per share. The offer was silent as to timing, due diligence
requirements or the repayment of the Company’s indebtedness, unlike the Stellex offer, which had
undergone thorough due diligence and incorporated the repayment or full refinancing of the Company’s
indebtedness. The Company Board was aware that Upstate Shredding had done only minimal due
diligence on the Company, and had never proposed any specific transaction.
On February 10 and 11, 2018, counsel for the Company considered the appropriate response to the
Upstate Shredding letter.
On February 11, 2018, Stellex, through its counsel, proposed that the Company send Upstate Shredding a
letter notifying it that it was in breach of its standstill agreement. Stellex also proposed extending the then
current exclusivity period to allow Stellex to complete its due diligence.
On February 12, 2018, the Company Board met to discuss its duties and responsibilities in connection
with the Upstate Shredding offer. It was noted that Upstate had violated its non-disclosure and standstill
agreement and that the Company had exclusivity obligations to Stellex. The Company determined to send
a letter to Upstate demanding that it comply with its non-disclosure and standstill agreement.
Furthermore, the Company determined to issue a news release informing Company stockholders that it
would continue to work with its financial and legal advisors to pursue a strategic or financial transaction
that it believed was in the best interest of the Company and Company stockholders and that it does not
expect to provide further updates on the progress of this process until it deems appropriate, cautioning
Company stockholders not to assume that the aforementioned non-binding offer, or any other transaction
with Upstate Shredding or any other party, would be completed.
On February 12, 2018, Stellex delivered to the Company a draft of the Voting and Support Agreement,
pursuant to which the directors of the Company, Messrs. Robertson and Pettit, and Art Golden, the
Company’s Chief Operating Officer, would agree to vote their shares in favor of the adoption of the
merger agreement and to take certain other actions in furtherance of the merger. Revised drafts of the
agreement were circulated by counsel to the Company on February 14, 2018 and by counsel to Stellex on
February 15, 2018.
On February 13, 2018, the Company continued to work with Stellex to fulfill Stellex’s due diligence
requests. The Company sent the letter to Upstate Shredding and released the news release.
On February 16, 2018, counsel to the Company met with counsel to Stellex to review the draft disclosure
letter and related schedules accompanying the merger agreement that were provided by the Company to
Stellex.
Between February 16 and February 26, 2018, the Company continued to cooperate with Stellex to
respond to its numerous and detailed due diligence requests and to revise and update the draft disclosure
letter and related schedules accompanying the merger agreement.
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On February 21, 2018, the Company Board met to discuss a request made by Stellex as part of
negotiations over final open material deal points and Stellex’s request to extend the exclusivity period.
Following the meeting, the Company and Stellex agreed to extend the exclusivity period through 11:59
p.m., Eastern Time, on February 27, 2018.
On February 27, 2018, the Company Board met, along with management, representatives of Johnson and
Colmar and Mayer Brown, representatives of Stifel and representatives of Duff & Phelps. Mr. Robertson
updated the Company Board regarding the discussions and negotiations with Stellex. Representatives of
Duff & Phelps then reviewed with the Company Board Duff & Phelps financial analysis of the merger
consideration, as more fully described below under the heading “—Opinion of Duff & Phelps, LLC,” and
rendered to the Company Board its oral opinion, subsequently confirmed in writing, that, as of that date
and based on and subject to various assumptions, matters considered and limitations described in the
opinion, the merger consideration to be received by Company stockholders (other than Parent and its
wholly owned subsidiaries and the Company and its wholly owned subsidiaries) in the merger is fair from
a financial point of view to such stockholders (without giving effect to any impact of the proposed merger
on any particular stockholder other than in its capacity as a stockholder). Mayer Brown then discussed
with the Company Board the legal principles and standards applicable to its consideration of the proposed
merger and a potential bankruptcy and reviewed the proposed merger agreement. After considerable
review and discussion, and in light of the Company Board’s review and consideration of the factors
described under “—Reasons for the Merger,” the Company Board then unanimously (a) determined that
the merger agreement and the transactions contemplated by the merger agreement, including the merger,
were in the best interests of the stockholders (b) authorized, declared advisable and approved the merger
agreement and the transactions contemplated by the merger agreement, including the merger, (c) directed
that the adoption of the merger agreement be submitted to a vote at a meeting of the Company
stockholders and (d) resolved to recommend that the Company stockholders adopt the merger agreement.
On February 27, 2018 the merger agreement was signed, and before trading opened on February 28, 2018,
the Company issued a press release announcing entry into the merger agreement.
On February 28, 2018, the Company entered into an amendment to the most recent forbearance
agreement, extending the forbearance period through April 30, 2018. The senior lenders’ agreement to
forbear will terminate upon a termination of the merger agreement, among other things.
Recommendation of the Company Board of Directors; Reasons for the Merger
Recommendation of the Company Board of Directors
The Company Board recommends that you vote “FOR” the merger proposal.
Reasons for the Merger
In evaluating the merger agreement and transactions contemplated by the merger agreement, including the
merger, the Company Board consulted extensively with Company management, Stifel, Johnson and
Colmar and Mayer Brown. In recommending that Company stockholders vote in favor of the adoption of
the merger agreement, the Company Board considered a number of factors, including the following
(which are not necessarily presented in order of importance):
•

the fact that the Company has been in default under its Amended Credit Agreement since early
2016 and had been operating under a series of forbearance agreements which were conditioned,
in large part, on the Company’s pursuit of a capital event that would pay them in full;
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•

the Company’s severe liquidity shortage, exacerbated by the continuing suspension of operations
as a result of the fire at its Toronto facility and loss of cash flow in April 2017, which caused the
Company to sharply reduce its car buying (resulting in reduced revenue and cash flow) and delay
payments to creditors (resulting in increased short-term liabilities), and would, in the opinion of
the Company’s management, result in the Company not having sufficient cash to fund its
operations within 60 – 90 days;

•

the Company Board’s determination that, due to the deterioration in the Company’s financial
condition, inability to sustain independent operations and defaults under its credit facility, it
would be highly likely the Company would be required to file for bankruptcy protection absent a
very near term sale of the Company;

•

the likelihood that Company stockholders would receive less, if any, value for their shares in
connection with a bankruptcy of the Company;

•

the Company Board’s determination that a reasonably obtainable injection of new capital would
not be sufficient to provide the Company with sufficient funds to satisfy the obligations owing to
its senior lenders, stabilize its business operations, meet its other short-term liabilities and allow
the Company to implement necessary upgrades to its financial and accounting systems to remain
a public reporting company;

•

the extremely high professional fees the Company incurred as a public reporting company and
that the Company would have to incur if it became a public reporting company again;

•

the numerous material weaknesses in the Company’s internal controls over financial reporting
and the significant time and expense required to remediate such weaknesses if the Company were
to remain independent;

•

the extensive strategic review and marketing process that had been conducted by the Company
Board, including:

•

•

a review of alternatives to the sale of the Company, including potential financing and
capital raising transactions;

•

the solicitation of proposals to acquire the Company from 133 potential buyers which
ultimately resulted in two final bids, one of which proposed a structure deemed
unacceptable to the Company Board;

•

extensive negotiations with Parent with the goal of maximizing value and minimizing
uncertainty with respect to its merger proposal;

•

the opinion of Duff & Phelps, rendered to the Company Board to the effect that, as of
February 27, 2018 and based upon and subject to the factors and assumptions set forth
therein, the merger consideration to be paid to holders of shares of Company common
stock pursuant to the merger agreement was fair from a financial point of view to such
holders (see below under the section entitled “—Opinion of Duff & Phelps, LLC”);

the consideration of numerous communications by existing stockholders recommending
unspecified recapitalization transactions, alternatives that the Company had already considered or
attempted, and the lack of follow-up from such stockholders for specific proposals;
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•

•

the determination by the Company Board that a publicly announced non-binding indication of
interest to purchase the Company for $0.50 per share from Upstate Shredding LLC was not
reasonably likely to be signed or completed because, among other things,
•

Upstate Shredding’s offer was based on limited and stale publicly available information and
minimal stale confidential information provided to Upstate Shredding during the course of
the Company’s strategic review process culminating in the merger agreement with Parent;

•

the non-binding indication of interest was subject to due diligence and in the Company’s
experience during the strategic review process all bidders significantly reduced their offers
after performing reasonable due diligence;

•

the circumstances of Upstate Shredding’s offer, including the facts that it was publicly
announced in violation of a non-disclosure agreement Upstate Shredding had signed, during a
period in which the Company had agreed to negotiate exclusively with Parent and valued the
Company at approximately the same amount as Parent plus the amount of the termination fee
payable to Parent;

the detailed, concrete and executable terms of the merger agreement and the related agreements
with Stellex, including:
•

the ability of the parties to consummate the merger, including the fact that Parent’s obligation
to complete the merger is not conditioned upon receipt of financing;

•

the ability to consummate the merger before the Company would run out of cash to operate
and be forced to liquidate or otherwise file bankruptcy;

•

the fact that, in certain limited circumstances, the Company may furnish information to third
parties who make a bona fide acquisition proposal if the Company Board determines in good
faith, after consultation with the Company’s outside counsel and financial advisors, that such
proposed is, or would reasonably be expected to lead to, a superior proposal and that the
failure to take such action would be inconsistent with the directors’ fiduciary duties under
Delaware law;

•

the fact that, in certain limited circumstances, the Company may terminate the merger
agreement in order to accept a superior proposal, subject to Parent’s ability to match such
superior proposal, the Company paying Parent a termination fee of $2 million and other
conditions contained in the merger agreement;

•

the belief that the termination fee of $2 million is reasonable and not preclusive of other
offers;

•

the merger is subject to approval by the holders of a majority of the outstanding stock of the
Company;

The Company Board also considered a number of uncertainties and risks concerning the merger,
including the following (which factors are not necessarily presented in order of relative importance):
•

the lack of current financial information regarding the Company that had been reviewed or
audited by an independent accounting firm;
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•

the numerous material weaknesses in the Company’s internal controls over financial reporting

and the significant time and expense required to remediate such weaknesses if the
Company were to remain independent;
•

the risk that a majority of the Company stockholders would not approve the merger and the
Company would be forced to file for bankruptcy;

•

the fact that under the terms of the merger agreement, the Company is unable to solicit other
acquisition proposals during the pendency of the merger;

•

the Company is required to pay to Parent a termination fee of $2 million in certain circumstances;

•

the Company has incurred and will continue to incur significant transaction costs and expenses in
connection with the proposed transaction, regardless of whether the merger is consummated;

•

the merger consideration is taxable to Company stockholders that are U.S. persons for U.S.
federal income tax purposes;

•

the fact that the announcement and pendency of the merger may cause substantial harm to the
Company’s relationships with its employees (including making it more difficult to attract and
retain key personnel and the possible loss of key management, technical, sales and other
personnel), suppliers and customers and may divert employees’ attention away from the
Company’s day-to-day business operations; and

•

the Company’s directors and officers may have interests in the merger that are different from, or
in addition to, those of the other Company stockholders (see below under the caption “—Interests
of the Company’s Executive Officers and Directors in the Merger”).

The foregoing discussion summarizes many, if not all, of the material factors considered by the Company
Board in its consideration of the merger, but it is not meant to be exhaustive. After considering these and
other factors, the Company Board concluded that the substantial expected benefits of the merger
outweighed the uncertainties and risks. In view of the variety of factors considered by the Company
Board and the complexity of these factors, the Company Board did not find it practicable to, and did not,
quantify or otherwise assign relative weights to the foregoing factors in reaching its determination and
recommendations. Moreover, each member of the Company Board applied his own personal business
judgment to the process and may have assigned different weights to different factors. The Company
Board unanimously: (i) determined that the merger agreement and the transactions contemplated by the
merger agreement, including the merger, are fair to and in the best interests of the Company and the
Company stockholders, (ii) declared advisable and approved the merger agreement and the transactions
contemplated by the merger agreement, including the merger, (iii) approved the merger agreement and
transactions contemplated by the merger agreement, including the merger, upon the terms and subject to
the conditions therein, (iv) recommended that the Company stockholders adopt the merger agreement and
(v) directed that the adoption of the merger agreement be submitted to a vote at a meeting of Company
stockholders. It should be noted that this explanation of the reasoning of the Company Board and certain
information presented in this section, is forward-looking in nature and, therefore, that information should
be read in light of the section entitled “Cautionary Statement Regarding Forward Looking Statements” of
this proxy statement.

33

Unaudited Prospective Financial Information
The Company does not as a matter of course make public projections as to future performance, revenues,
earnings or other financial results due to, among other reasons, the inherent uncertainty and
unpredictability of the underlying assumptions and estimates. However, the Company is including in this
proxy statement a summary of certain unaudited prospective financial information that was provided to
the Company Board for use in connection with its evaluation of the proposed merger and to the Company
financial advisors, who were authorized to rely upon such projections, including for Duff & Phelps’ use in
providing financial advice to the Company Board. The inclusion of this information should not be
regarded as an indication that any of the Company, Parent, Merger Sub, Stifel or Duff & Phelps, their
respective representatives or any other recipient of this information considered, or now considers, it
necessarily to be predictive of actual future results (which may be significantly more or less favorable), or
that it should be construed as financial guidance, and it should not be relied on as such. None of the
Company, Parent, Merger Sub, Stifel, Duff & Phelps or any other person assumes responsibility if future
results are materially different from those discussed in this proxy statement. In addition, analyses relating
to the value of the Company’s business do not purport to be appraisals or reflect the prices at which the
Company’s business may actually be sold. Company management directed Duff & Phelps to use the
unaudited prospective financial information with respect to the Company that was provided by Company
management in connection with the preparation of the financial analyses Duff & Phelps reviewed and
discussed with the Company Board at its meeting on February 27, 2018 and the preparation of Duff &
Phelps’ opinion to the Company Board rendered at that meeting.
While presented with numeric specificity, the unaudited prospective financial information reflects
numerous estimates and assumptions made with respect to business, economic, market, competition,
regulatory and financial conditions and matters specific to the Company’s business, all of which are
difficult to predict and many of which are beyond the Company’s control. The unaudited prospective
financial information reflects both assumptions as to certain business decisions that are subject to change
and, in many respects, subjective judgment, and thus is susceptible to multiple interpretations and
periodic revisions based on actual experience and business developments. There is no assurance that the
unaudited prospective financial information and the underlying estimates and assumptions will be
realized. In addition, since the unaudited prospective financial information covers multiple years, such
information by its nature becomes less predictive with each successive year. Furthermore, the unaudited
prospective financial information should not be construed as commentary by Company management as to
how Company management expects the Company’s actual results to compare to Wall Street research
analysts’ estimates, as to which the Company expresses no view.
Actual results may differ materially from those set forth below, and important factors that may affect
actual results and cause the unaudited prospective financial information to be inaccurate include, but are
not limited to, risks and uncertainties relating to the Company’s business, industry performance, general
business and economic conditions, customer requirements, competition and adverse changes in applicable
laws, regulations or rules. For other factors that could cause actual results to differ, please see the section
entitled “Cautionary Statement Concerning Forward-Looking Statements” in this proxy statement and the
sections entitled “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” in Annex D to this proxy statement.
The unaudited prospective financial information does not take into account any circumstances or events
occurring after the date it was prepared. The Company can give no assurance that, had the unaudited
prospective financial information been prepared as of the date of this proxy statement, similar estimates
and assumptions would be used. The Company does not intend to, and disclaims any obligation to, make
publicly available any update or other revision to the unaudited prospective financial information to
reflect circumstances existing since its preparation or to reflect the occurrence of unanticipated events,
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even in the event that any or all of the assumptions underlying the unaudited prospective financial
information are shown to be in error, or to reflect changes in general economic or industry conditions.
The unaudited prospective financial information does not take into account the possible financial and
other effects on the Company of the merger and does not attempt to predict or suggest future results of the
combined company. The unaudited prospective financial information does not give effect to the merger,
including the impact of negotiating or executing the merger agreement, the expenses that may be incurred
in connection with consummating the merger, the potential synergies that may be achieved by the
combined company as a result of the merger or the effect of any business or strategic decisions or actions
which would likely have been taken if the merger agreement had not been executed, but which were
instead altered, accelerated, postponed or not taken in anticipation of the merger. Further, the unaudited
prospective financial information does not take into account the effect on the Company of any possible
failure of the merger to occur. None of the Company, Duff & Phelps or their respective affiliates, officers,
directors, advisors or other representatives has made, makes or is authorized in the future to make any
representation to any Company stockholder or other person regarding the Company’s ultimate
performance compared to the information contained in the unaudited prospective financial information or
that the forecasted results will be achieved. The summary of the unaudited prospective financial
information included below is being provided solely because it was made available to the Company
Board, Parent and Stifel and Duff & Phelps, financial advisors to the Company, and not to influence your
decision as to whether to vote for the merger proposal.
The Company Board, Parent, Stifel and Duff & Phelps were provided with the following status quo
projections (the “Status Quo Projections”) for the Company prepared by management for the fiscal years
ending December 31, 2018 through December 31, 2022. The Status Quo Projections represent Company
management’s base case financial forecast under the Company’s current highly levered capital structure,
in which the Company faces capital constraints and sub-optimal levels of inventory available for sale.
2016A

2017A

2018E

Status Quo Projections
2019P
2020P
2021P

2022P

(Dollars in thousands)

Total revenue ................................$132,100 $125,538
Growth...............................................................
NM
(5.0%)

$122,835
(2.2%)

$126,793
3.2%

$127,356
0.4%

$128,095
0.6%

$128,899
0.6%

Gross Profit...........................................................
$56,842
$49,500
Margin ...............................................................
43.0%
39.5%

$52,220
42.5%

$54,925
43.3%

$55,042
43.2%

$55,229
43.1%

$55,437
43.0%

EBITDA (1)................................ $4,717
$1,335
Margin ...............................................................
3.6%
1.1%
Growth...............................................................
NM
(71.7%)

$(419)
(0.3%)
NM

$683
0.5%
NM

$212
0.2%
(68.9%)

$(210)
(0.2%)
NM

$(634)
(0,5%)
NM

$0
0.0%

$0
0.0%

$0
0.0%

$0
0.0%

$0
0.0%

Capital expenditures ................................
$598
As % of total revenue................................
0.5%

$315
0.3%

_________
NM = Not Meaningful
(1)
EBITDA is earnings before interest, taxes, depreciation and amortization. It is net of
compensation expense and excludes public company expenses.
The Company Board, Parent, Stifel and Duff & Phelps were also provided with alternative relaxed capital
constraint projections (the “Relaxed Projections”) for the Company prepared by management for the
fiscal years ending December 31, 2018 through December 31, 2022. The Relaxed Projections represent
Company management’s financial forecast reflecting a scenario after a sale of the Company under a less
levered capital structure in which the buyer of the Company faces less capital constraints, and is therefore
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able to purchase higher levels of inventory. The Relaxed Projections assume that significant additional
capital, which is not available to the Company, is invested by a buyer.
The unaudited prospective financial information was not prepared with a view toward public disclosure,
nor was it prepared with a view toward compliance with accounting principles generally accepted in the
United States of America, published guidelines of the SEC or the guidelines established by the American
Institute of Certified Public Accountants for preparation and presentation of prospective financial
information. Neither the Company’s independent registered public accounting firm, nor any other
independent accountants, have compiled, examined or performed any procedures with respect to the
unaudited prospective financial information contained herein, nor have they expressed any opinion or any
other form of assurance on such information or its achievability. The independent registered public
accountant reports incorporated by reference into this proxy statement relate to the Company’s historical
financial information. They do not extend to the unaudited prospective financial information and should
not be read to do so.
In light of the foregoing, and considering that the special meeting will be held after the unaudited
prospective financial information was prepared, as well as the uncertainties inherent in any forecasted
information, Company stockholders are cautioned not to place unwarranted reliance on such information,
and the Company urges all Company stockholders to review the Company’s most recent financial results
contained in Annex D to this proxy statement.
Opinion of Duff & Phelps, LLC
On February 12, 2018, the Company engaged Duff & Phelps to serve as an independent financial advisor
to the Company Board (solely in their capacity as members of the Company Board) to provide an opinion
as to the fairness, from a financial point of view, to the Company stockholders (other than Parent and its
wholly-owned subsidiaries and the Company and its wholly-owned subsidiaries) of the merger
consideration to be received by such holders in the Transaction (as defined herein) without giving effect
to any impact of the Transaction on any particular stockholder other than in its capacity as a stockholder.
The Company, Parent and Merger Sub propose to enter into the merger agreement which provides, among
other things, for the merger of Merger Sub with and into the Company (the “Transaction”). Pursuant to
the Transaction, the Company will become a wholly-owned subsidiary of Parent and each outstanding
share of Company common stock, other than shares held by Parent and its wholly-owned subsidiaries and
the Company and its wholly-owned subsidiaries, and dissenting shares, will be converted into the right to
receive the merger consideration.
On February 27, 2018, representatives of Duff & Phelps reviewed with the Board its fairness analysis of
the Transaction and responded to questions from the Board. Duff & Phelps then delivered its written
opinion (the “Opinion”) to the Company Board that, as of February 27, 2018, and based upon and subject
to the assumptions, qualifications and limiting conditions contained in the Opinion and discussed with the
Company Board, the merger consideration to be received by the Company stockholders (other than Parent
and its wholly-owned subsidiaries and the Company and its wholly-owned subsidiaries) in the
Transaction is fair from a financial point of view to such holders, without giving effect to any impact of
the Transaction on any particular stockholder other than in its capacity as a stockholder.
The full text of the Opinion of Duff & Phelps is attached as Annex B to this proxy statement and is
incorporated herein by reference. The full text of the Opinion sets forth a description of the
assumptions made, procedures followed, matters considered and qualifications and limitations of
the review undertaken in rendering the Opinion. We urge you to read Duff & Phelps’ opinion
carefully and in its entirety.
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Duff & Phelps provided the Opinion for the information and assistance of the Company Board in
connection with, and for the purposes of the Company Board’s evaluation of, the Transaction. The
Opinion (i) does not address the merits of the underlying business decision to enter into the Transaction
versus any alternative strategy or transaction; (ii) does not address any transaction related to the
Transaction; (iii) is not a recommendation as to how the Company Board or any Company stockholder
should vote or act with respect to any matters relating to the Transaction, or whether to proceed with the
Transaction or any related transaction, and (iv) does not indicate that the consideration received is the best
possibly attainable under any circumstances. Instead, the Opinion merely states whether the merger
consideration in the Transaction is within a range suggested by certain financial analyses. The decision as
to whether to proceed with the Transaction or any related transaction may depend on an assessment of
factors unrelated to the financial analysis on which the Opinion is based. Duff & Phelps did not review or
advise the Company Board with respect to any alternative transaction.
The information set forth below summarizes the material financial and comparative analyses performed
by Duff & Phelps, but does not purport to be a complete description of the financial analyses performed
by Duff & Phelps or the data considered by it in connection with its opinion. The preparation of a fairness
opinion involves various subjective determinations as to the most appropriate and relevant methods of
financial analysis and the application of these methods to particular circumstances. In arriving at its
opinion, Duff & Phelps considered a number of analytical methodologies. Each analytical technique has
inherent strengths and weaknesses, and the nature of the available information may further affect the
strengths, weaknesses and applicability of any particular technique. While the conclusions reached in
connection with each analysis were considered carefully by Duff & Phelps in arriving at its opinion, Duff
&Phelps did not consider it practicable to, nor did it attempt to, assign relative weights to the individual
analyses and specific factors considered in reaching its opinion. The conclusion reached by Duff & Phelps
was based on all analyses and factors, taken as a whole, and also on the application of Duff & Phelps’
own experience and judgment. This conclusion may involve significant elements of subjective judgment
and qualitative analysis. No one method of analysis should be regarded as critical to the overall
conclusion. Accordingly, Duff & Phelps believes that its analyses must be considered as a whole, and that
selecting portions of its analyses and of the factors considered by it, without considering all analyses and
factors, could create a misleading or incomplete view of the evaluation process underlying its opinion.
In connection with the Opinion, Duff & Phelps made such reviews, analyses and inquiries as it deemed
necessary and appropriate under the circumstances. Duff & Phelps also took into account its assessment
of general economic, market and financial conditions, as well as its experience in securities and business
valuation, in general, and with respect to similar transactions, in particular. Duff & Phelps’ procedures,
investigations, and financial analysis with respect to the preparation of the Opinion included, but were not
limited to, the items summarized below:
•

Reviewed the following documents:
o

The Company’s annual reports and audited financial statements on Form 10-K filed with
the SEC for the years ended December 31, 2015 and December 31, 2016, the Company’s
unaudited interim financial statements for the quarterly period ended March 31, 2017
included in the Company’s Form 10-Q filed with the SEC, the Company’s draft,
unaudited interim financial statements for the quarterly period ended June 30, 2017, the
Company’s draft, unaudited interim financial statements for the quarterly period ended
September 30, 2017, and the Company’s draft unaudited financial statements for the year
ended December 31, 2017;

o

Unaudited segment financial information for the Company for the years ended December
31, 2016 and December 31, 2017, which included calculations of Adjusted EBITDA,
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which the Company’s management identified as being the most current financial
statements available;
o

Other internal documents relating to the history, current operations, and probable future
outlook of the Company, including the Status Quo Projections and the Relaxed
Projections, both of which were provided to us by management of the Company, the
Fenix Parts Confidential Information Memorandum, dated as of April 2017, and the 13week cash flow forecast for the Company, dated as of January 31, 2018, provided to us
by management of the Company;

o

A letter dated February 27, 2018 from the management of the Company which made
certain representations as to historical financial statements, financial projections and the
underlying assumptions, and a pro forma schedule of assets and liabilities (including
identified contingent liabilities) for the Company on a post-transaction basis; and

o

Documents related to the Transaction, including a draft, dated as of February 26, 2018, of
the merger agreement;

•

Discussed the information referred to above and the background and other elements of the
Transaction with the management of the Company;

•

Discussed the past and current operations and financial condition and the prospects of the
Company with the management of the Company, including but not limited to the effect on the
future revenue and profitability of the Company should the Transaction not occur and the status
of the Company’s compliance with its senior credit facility;

•

Was informed by senior management of the Company that the Company Board discussed certain
alternatives to the Transaction, including but not limited to the ability for the Company to raise
capital absent the Transaction, and that the Company Board decided to proceed with the
Transaction, however, as noted below, Duff & Phelps did not advise the Company Board with
respect to, or analyze, any alternative transaction;

•

Reviewed the historical trading price and trading volume of the Company’s common stock, and
the publicly traded securities of certain other companies that Duff & Phelps deemed relevant;

•

Performed certain valuation and comparative analyses using generally accepted valuation and
analytical techniques including a discounted cash flow analysis, an analysis of selected public
companies that Duff & Phelps deemed relevant, and an analysis of selected transactions that Duff
& Phelps deemed relevant; and

•

Conducted such other analyses and considered such other factors as Duff & Phelps deemed
necessary and appropriate under the circumstances.

In performing its analyses and rendering the Opinion with respect to the Transaction, Duff & Phelps, with
the Company’s consent:
•

Relied upon the accuracy, completeness, and fair presentation of all information, data, advice,
opinions and representations obtained from public sources or provided to it from private sources,
including Company management, and did not independently verify such information;
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•

Relied upon the fact that the Company Board and the Company have been advised by counsel as
to all legal matters with respect to the Transaction, including whether all procedures required by
law to be taken in connection with the Transaction have been duly, validly and timely taken;

•

Assumed that any estimates, evaluations, forecasts and projections furnished to Duff & Phelps
were reasonably prepared and based upon the best currently available information and good faith
judgment of the person furnishing the same, and Duff & Phelps expresses no opinion with respect
to such projections or the underlying assumptions;

•

Assumed that information supplied and representations made by Company management are
substantially accurate regarding the Company and the Transaction;

•

Assumed that the representations and warranties made in the merger agreement are accurate in all
material respects;

•

Assumed that the final versions of all documents reviewed by Duff & Phelps in draft form
conform in all material respects to the drafts reviewed;

•

Assumed that there has been no material change in the assets, liabilities, financial condition,
results of operations, business, or prospects of the Company since the date of the most recent
financial statements and other information made available to Duff & Phelps, and that there is no
information or facts that would make the information reviewed by Duff & Phelps incomplete or
misleading;

•

Assumed that all of the conditions required to implement the Transaction will be satisfied and
that the Transaction will be completed in accordance with the merger agreement without any
amendments thereto or any waivers of any terms or conditions thereof; and

•

Assumed that all governmental, regulatory or other consents and approvals necessary for the
consummation of the Transaction will be obtained without any adverse effect on the Company or
the contemplated benefits expected to be derived in the Transaction.

To the extent that any of the foregoing assumptions or any of the facts on which the Opinion is based
contain errors, inaccuracies or prove to be untrue in any material respect, the Opinion cannot and should
not be relied upon. Furthermore, in Duff & Phelps’ analysis and in connection with the preparation of the
Opinion, Duff & Phelps has made numerous assumptions with respect to industry performance, general
business, market and economic conditions and other matters, many of which are beyond the control of
any party involved in the Transaction.
Duff & Phelps has prepared the Opinion effective as of the date hereof. The Opinion is necessarily based
upon market, economic, financial and other conditions as they exist and can be evaluated as of the date
hereof, and Duff & Phelps disclaims any undertaking or obligation to advise any person of any change in
any fact or matter affecting the Opinion which may come or be brought to the attention of Duff & Phelps
after the date hereof and is under no obligation to update, revise, reaffirm or withdraw the Opinion, or
otherwise comment on or consider events after the Opinion is issued.
Duff & Phelps did not evaluate the Company’s solvency or conduct an independent appraisal or physical
inspection of any specific assets or liabilities (contingent or otherwise). Duff & Phelps has not been
requested to, and did not, (i) initiate any discussions with, or solicit any indications of interest from, third
parties with respect to the Transaction, the assets, businesses or operations of the Company, or any
alternatives to the Transaction, (ii) negotiate the terms of the Transaction, and therefore, Duff & Phelps
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has assumed that such terms are the most beneficial terms, from the Company’s perspective, that could,
under the circumstances, be negotiated among the parties to the merger agreement and the Transaction, or
(iii) advise the Company Board or any other party with respect to alternatives to the Transaction.
Duff & Phelps is not expressing any opinion as to the market price or value of the Company’s common
stock (or anything else) after the announcement or the consummation of the Transaction. The Opinion
should not be construed as a valuation opinion, credit rating, solvency opinion, an analysis of the
Company’s credit worthiness, as tax advice, or as accounting advice. Duff & Phelps has not made, and
assumes no responsibility to make, any representation, or render any opinion, as to any legal matter.
In rendering the Opinion, Duff & Phelps is not expressing any opinion with respect to the amount or
nature of any compensation to any of the Company’s officers, directors, or employees, or any class of
such persons, relative to the consideration to be received by the public Company stockholders in the
Transaction, or with respect to the fairness of any such compensation.
Summary of Financial Analyses by Duff & Phelps
Set forth below is a summary of the material analyses performed by Duff & Phelps in connection with
providing the Opinion to the Company Board. This summary is qualified in its entirety by reference to the
full text of the Opinion, attached hereto as Annex B. While this summary describes the analyses and
factors that Duff & Phelps deemed material in its presentation to the Company Board, it is not a
comprehensive description of all analyses and factors considered by Duff & Phelps. The preparation of a
fairness opinion is a complex process that involves various determinations as to appropriate and relevant
methods of financial analysis and the application of these methods to the particular circumstances.
Therefore, neither the Opinion nor Duff & Phelps’ underlying analysis is susceptible to partial analysis or
summary description. In arriving at its opinion, Duff & Phelps did not attribute any particular weight to
any analysis or factor considered by it, but rather made qualitative judgments as to the significance and
relevance of each analysis and factor. Accordingly, Duff & Phelps’ analyses must be considered as a
whole and selecting portions of its analyses and of the factors considered by it in rendering the Opinion,
without considering all analyses and factors, could create a misleading or incomplete view of the
evaluation process underlying the Opinion. The conclusion reached by Duff & Phelps was based on all
analyses and factors taken as a whole, and also on the application of Duff & Phelps’ own experience and
judgment.
The financial analyses summarized below include information presented in tabular format. In order for
Duff & Phelps’ financial analyses to be fully understood, the tables must be read together with the text of
each summary. The tables alone do not constitute a complete description of the financial analyses
undertaken by Duff and Phelps. Considering the data below without considering the full narrative
description of the financial analyses, including the methodologies and assumptions underlying the
analyses, could create a misleading or incomplete view of Duff & Phelps’ financial analyses.
Valuation Analysis
As part of its analysis, Duff & Phelps performed an enterprise valuation analysis of the Company using
generally accepted valuation methodologies.
Discounted Cash Flow Analysis. The Company’s management provided Duff & Phelps with the Status
Quo Projections and the Relaxed Projections for the Company for the fiscal years ending December 31,
2018 through December 31, 2022. The Status Quo Projections represent Company management’s base
case financial forecast under the Company’s currently highly levered capital structure, in which the
Company faces capital constraints and sub-optimal levels of inventory available for sale. The Relaxed
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Projections represents Company management’s financial forecast reflecting a scenario under a less
levered capital structure in which the Company faces less capital constraints after a sale of the Company,
and therefore would be able to purchase higher levels of inventory. The Relaxed Projections are based
on management’s assumption that there would be a sale of the Company, although there can be no
guarantee that any sale of the Company will occur. Duff & Phelps use of the Relaxed Projections is not
intended to imply that the Company would be able to, in expectation, realize the Relaxed Projections on a
standalone basis absent a sale of the Company. Duff & Phelps performed a consolidated analysis for the
Company by utilizing a discounted cash flow analysis of the projected unlevered free cash flows of the
Company’s Relaxed Projections for the fiscal years ending December 31, 2018 through December 31,
2022. Duff & Phelps defines “free cash flow” as the cash generated by the Company that is available
either to reinvest or to distribute to Company stockholders. The discounted cash flow analysis was used to
determine the net present value of projected unlevered free cash flows utilizing an appropriate cost of
capital for the discount rate, which reflects the relative risk associated with these cash flows as well as the
rates of return that Company stockholders could expect to realize on alternative investment opportunities
with similar risk profiles to the Company.
Duff & Phelps used a discount rate of 13.75% to 14.75% for the Company’s Relaxed Projections to
discount the projected unlevered free cash flows and terminal value. Duff & Phelps calculated the
Company’s projected unlevered free cash flows by taking its earnings before interest and taxes (“EBIT”),
subtracting taxes, adding back depreciation, subtracting capital expenditures and the change in working
capital. Duff & Phelps calculated the Company’s terminal value in 2022 using a perpetuity growth
formula assuming a 2.50% terminal growth rate and the discount rate. Duff & Phelps believed at the time
it gave the Opinion that this range of discount rates is consistent with the rate of return that Company
stockholders could expect to realize on alternative investment opportunities with similar risk profiles to
the Company.
Based on these assumptions, Duff & Phelps’ discounted cash flow analysis indicated an estimated
enterprise value for the Company of $41,500 thousand to $45,400 thousand.
Selected Public Companies Analysis
Duff & Phelps compared certain financial performance metrics of the Company to corresponding data and
ratios from publicly traded companies in the automotive parts and equipment, and vehicle auction
industries that Duff & Phelps deemed relevant to its analysis. The eleven companies analyzed were:
•

Advance Auto Parts, Inc.

•

AutoZone, Inc.

•

Copart, Inc.

•

Dorman Products, Inc.

•

Genuine Parts Company

•

KAR Auction Services, Inc.

•

LKQ Corporation

•

Motorcar Parts of America, Inc.
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•

O’Reilly Automotive, Inc.

•

Standard Motor Products, Inc.

•

U.S. Auto Parts Network, Inc.

Although none of these selected public companies is directly comparable to the Company, Duff & Phelps
reviewed these companies based on their relative similarity, primarily in terms of business model and
primary customers, to that of the Company. For purposes of its analysis, Duff & Phelps used certain
publicly available historical financial data and consensus equity analyst estimates for the selected public
companies. This analysis produced valuation multiples of selected financial metrics which Duff & Phelps
utilized to estimate the enterprise value of the Company.
The tables below summarize certain observed trading multiples and historical and projected financial
performance, on an aggregate basis, of the selected public companies as of February 26, 2018. The
revenue and EBITDA estimate for 2018 and projected 2019 in the tables below for the selected public
companies were derived based on information for the 12-month periods ending closest to the Company’s
2018 and 2019 fiscal years for which information was available.
Revenue Growth
LTM
Mean
Median
Fenix Parts, Inc. - Status Quo Projections (1)

2017E

2018E

Revenue Growth
2019P

6.4%
5.1%

5.8%
4.2%

5.1%
5.0%

4.4%
4.9%

-5.0%

-5.0%

-2.2%

3.2%

LTM
-0.6%
1.5%

EBITDA Margin

2017E 2018E 2019P

LTM

2017E 2018E 2019P

10.8%
9.8%

8.8%
7.5%

6.9%
6.5%

16.6%
14.2%

17.3%
17.4%

17.9%
19.1%

19.4%
21.8%

-71.7% -71.7%

NM

NM

1.1%

1.1%

-0.3%

0.5%

Enterprise Value as Multiple of
LTM
2017E 2018E 2019P
EBITDA EBITDA EBITDA EBITDA
Mean
Median

11.9x
12.5x

10.9x
11.6x

10.1x
10.5x

9.9x
9.8x

LTM 2017E 2018E 2019P
LTM
EBIT EBIT EBIT EBIT Revenue
18.1x
14.2x

13.8x
13.7x

12.7x
12.9x

11.3x
11.3x

2.2x
1.6x

__________
LTM = Latest twelve months for which financial information was available.
Enterprise Value = (Market Capitalization + Management Equity + Debt + Preferred Stock + Non-Controlling
Interest) – (Cash & Equivalents + Net Non-Operating Assets).
EBITDA = Earnings Before Interest, Taxes, Depreciation and Amortization.
EBIT = Earnings Before Interest, Taxes.
(1) LTM is equal to fiscal year end 2017
Source: S&P Capital IQ, SEC Filings, Annual and Interim Reports.

Selected M&A Transactions Analysis
Duff & Phelps reviewed the target companies involved in the twelve selected merger and acquisition
transactions listed in the below table. The selection of these transactions was based, among other things,
on the target company’s industry, the relative size of the transaction compared to the Transaction, and the
availability of public information related to the selected transaction. The selected transactions indicated (i)
enterprise value to last twelve months’ EBITDA multiples ranging from 5.7x to 18.0x, with a median of
8.9x and a mean of 10.2x, and (ii) enterprise value to last twelve months’ revenue multiples ranging from
0.38x to 3.47x, with a median of 0.89x and a mean of 1.23x.
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Date Announced
October 2016
September 2016
December 2015
October 2015
October 2015
August 2015
August 2015
July 2014
March 2014
October 2013
April 2013
March 2013

Acquirer Name
Polaris Industries Inc.
Crestview Partners
Crestview Partners
Fenix Parts, Inc.
Fenix Parts, Inc.
Fenix Parts, Inc.
Johnson Electric International
ZF Friedrichshafen AG
Fox Factory holding Corp
Advance Auto Parts, Inc.
LKQ Corporation
Genuine Parts Company

Target Name
TAP Automotive Holdings, LLC
Accuride Corporation
Pep Boys – Manny, Moe & Jack
Target 1
Target 2
Target 3
Stackpole International Inc.
ZF TRW Automotive Holdings Corp.
Sport Truck USA, Inc.
General Parts International, Inc.
Sator Holding B.V.
GPC Asia Pacific Group Pty Ltd.

Summary of Selected Public Companies / M&A Transactions Analyses
In order to estimate a range of enterprise values for the Company, Duff & Phelps applied valuation
multiples to (i) estimated EBITDA of the Company’s Relaxed Projections for the fiscal year ending
December 31, 2018, and (ii) projected EBITDA of the Company’s Relaxed Projections for the fiscal year
ending December 31, 2019.
Valuation multiples were selected, in part, by taking into consideration historical and projected financial
performance metrics of the Company relative to such metrics of the selected public companies and
selected transactions, including, but not limited to, the size of the Company on a revenue and EBITDA
basis, historical and projected EBITDA margins compared to the selected public companies, and
historical and projected revenue and EBITDA growth compared to the selected public companies. Based
on the selected public companies / M&A transactions analyses the enterprise value indication for the
Company ranged from $40,300 thousand to $46,200 thousand.
Summary of Analyses
The range of indicated enterprise values for the Company that Duff & Phelps derived from its discounted
cash flow analysis was $41,500 thousand to $45,400 thousand, and the range of enterprise values that
Duff & Phelps derived from its selected public companies / M&A transactions analyses was $40,300
thousand to $46,200 thousand. Duff & Phelps concluded that the Company’s enterprise value was within
a range of $40,900 thousand to $45,800 thousand based on the analyses described above.
Based on the concluded enterprise value, Duff & Phelps estimated the range of aggregate common equity
value of the Company to be $5,061 thousand to $9,881 thousand by adjusting the enterprise value as
follows:
•

Adding cash and equivalents of $710 thousand as of December 31, 2017;

•

Adding the present value of the tax benefit of net operating losses of approximately $634
thousand;

•

Adding the present value of the tax amortization benefit of approximately $1,135 thousand to
$1,192 thousand;
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•

Subtracting deficit working capital of $6,215 thousand;

•

Subtracting the after-tax litigation expenses of approximately $292 thousand;

•

Subtracting debt, accrued interest, and the forbearance fee of $28,298 thousand;

•

Subtracting the fair value of the contingent consideration liability of $3,509 thousand; and

•

Subtracting the fair value of options (which were valued using the Black Scholes option pricing
model) of approximately $2 thousand to $140 thousand.

Summary Conclusion
Based on the foregoing analysis, and subject to the assumptions, qualifications and limiting conditions,
Duff & Phelps estimated the value of each common share, including restricted stock units, on a fully
diluted basis, to range from $0.23 to $0.45 per share. Duff & Phelps noted that the Merger Consideration
to be received by the Company stockholders (other than Parent and its wholly-owned subsidiaries and the
Company and its wholly-owned subsidiaries) pursuant to the merger agreement was within the range of
the per share value indicated by its analyses.
The Opinion and financial analyses were only one of the many factors considered by the Company Board
in their evaluation of the Transaction and should not be viewed as determinative of the views of the
Company Board.
Miscellaneous
Fairness Opinion Review Committee. The issuance of Duff & Phelps’ opinion was approved by its
fairness review committee.
Duff & Phelps is a premier global valuation and corporate finance advisor that is regularly engaged to
provide financial advisory services, including fairness opinions, in connection with mergers and
acquisitions, leveraged buyouts, going-private transactions and recapitalization transactions. Since 2005,
Duff & Phelps has rendered over 680 fairness opinions in transactions aggregating more than $200 billion
and is regularly engaged in the valuation of businesses and securities in the preparation of fairness
opinions in connection with mergers, acquisitions and other strategic transactions.
The terms of the fee arrangements with Duff & Phelps, which the Company believes are customary in
transactions of this nature, were negotiated at arm’s length, and the Company Board is aware of these fee
arrangements. No portion of Duff & Phelps’ fee was contingent upon either the conclusion expressed in
its opinion or whether or not the Transaction is successfully consummated.
Other than this engagement, during the two years preceding the date the Opinion was delivered, Duff &
Phelps has not had any material relationship with any party to the merger agreement for which
compensation has been received or is intended to be received, nor is any such material relationship or
related compensation mutually understood to be contemplated.
Financing of the Merger
The obligations of Parent and Merger Sub to complete the merger are not contingent upon the receipt of
any financing.
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Effective Time and Completion of the Merger
The closing of the merger will occur no later than three business days after all of the conditions to the
merger set forth in the merger agreement are satisfied or waived, or at such other date as agreed to by the
Company and Parent. Parent may, in its sole discretion, delay the closing until a date that is no later than
the 45th day after the date of the merger agreement. The merger will become effective at the effective time
when the applicable certificate of merger has been duly filed with the Secretary of State of the State of
Delaware or at a later time as agreed to by the Company and Parent and specified in the certificate of
merger.
No Solicitation
Section 3.03 of the merger agreement attached as Annex A precludes the Company from soliciting,
engaging in discussions or negotiations with or providing confidential or non-public information or data
to a third party with respect to any of certain acquisition proposals, including the acquisition of a
significant interest in Company common stock or assets. However, if the Company receives an
unsolicited written proposal from a third party (which proposal was not received in violation of the
Company’s non-solicitation obligations) for an acquisition proposal that the Company Board, among
other things, (i) determines in good faith (after consultation with its outside counsel and financial
advisors) constitutes or is reasonably likely to lead to a proposal that is superior to the merger and
(ii) determines in good faith (after consultation with outside counsel and financial advisors) with respect
to which the failure to enter into discussions would be inconsistent with its fiduciary duties under
applicable law, the Company may, subject to certain conditions, including providing notice to Parent,
furnish non-public information to and engage in discussions with such third party regarding such
acquisition proposal.
Conditions to Closing
As more fully described in Article V of the merger agreement attached as Annex A, the obligations of the
Company and Parent to complete the merger are subject to the satisfaction of the following conditions:
The respective obligations of the Company, Merger Sub and Parent to consummate the merger will be
subject to the satisfaction or waiver (where permissible under applicable law) prior to the effective time,
of each of the following conditions:
•

the absence of any law, executive order, ruling, injunction or other order (whether temporary,
preliminary or permanent) that restrains, enjoins or otherwise prohibits the consummation of the
merger; and

•

the adoption of the merger agreement by the Company stockholders.

In addition, the obligations of Parent and Merger Sub to consummate the merger will also be subject to
the satisfaction or waiver of the following conditions:
•

the truth and correctness (to the standards specified in Section 5.02(a) of the merger agreement)
of the Company’s representations and warranties;

•

the performance by the Company in all material respects of all obligations required to be
performed by it under the merger agreement on or prior to the closing date;

•

since the date of the merger agreement, there have not been any changes that have had or would
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reasonably be expected to have, individually or in the aggregate, a “material adverse effect” (as
defined in the merger agreement); and
•

the receipt by Parent of a certificate on behalf of the Company certifying as to the satisfaction of
the foregoing three conditions.

In addition, the obligations of the Company to consummate the merger will also be subject to the
satisfaction or waiver of the following conditions:
•

the truth and correctness (to the standards specified in Section 5.03(a) of the merger agreement)
of Parent’s and Merger Sub’s representations and warranties;

•

the performance by Parent and Merger Sub in all material respects of all obligations required to
be performed by it under the merger agreement on or prior to the closing date;

•

the receipt by the Company of a certificate on behalf of Parent and Merger Sub certifying as to
the satisfaction of the foregoing three conditions.

Termination
The Company, Parent and Merger Sub may terminate the merger agreement by mutual written consent at
any time before the effective time. In addition, with certain exceptions, either the Company or Parent may
terminate the merger agreement at any time before the consummation of the merger if:
•

the merger is not consummated on or before May 28, 2018 (the “termination date”), unless the
failure of the consummation of the merger to occur by such date is due to the material breach of
the merger agreement by the party seeking to terminate the merger agreement;

•

any governmental entity of competent jurisdiction shall have enacted, entered, promulgated or
enforced any final non-appealable law, executive order, ruling, injunction or other order (whether
temporary, preliminary or permanent) permanently restraining, enjoining or otherwise prohibiting
the consummation of the merger, unless the primary cause of the foregoing was the material
breach of the merger agreement by the party seeking to terminate the merger agreement;

•

the merger agreement was not adopted by the Company stockholders.

Parent may also terminate the merger agreement if:
•

the Company Board (or any committee thereof) has changed its recommendation of the merger;

•

the Company has breached any representation, warranty, covenant or agreement of the Company
in the merger agreement, which breach would result in any of the conditions to Parent’s
obligations to close not being satisfied and such breach is not cured within 20 calendar days’
notice of such breach; provided that Parent is not then in material breach of any of its
representation, warranty, covenant or agreement set forth in the merger agreement; or

•

in the event of a voluntary or involuntary bankruptcy petition by or against the Company or any
of its affiliates or subsidiaries.

The Company may also terminate the merger agreement;
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•

prior to obtaining Company stockholder approval of the merger agreement to enter into a
definitive agreement with respect to a superior proposal, if (i) the Company has satisfied the
specified requirements and conditions concerning notification of an adverse recommendation
change and negotiation with Parent and (ii) concurrently with the termination of the merger
agreement, the Company pays to Parent the termination fee; and

•

Parent or Merger Sub has breached any of their representations, warranties, covenants or
agreements in the merger agreement, which breach would result in any of the conditions to the
Company’s obligations to close not being satisfied and such breach is not cured within 20
calendar days’ notice of such breach; provided that the Company is not then in material breach of
any of its representation, warranty, covenant or agreement set forth in the merger agreement.

Termination Fee
As more fully described in Section 6.02(b) of the merger agreement attached as Annex A, the Company
will be obligated to pay Parent a termination fee of $2,000,000 in the event:
(i)
the Company Board terminates the merger agreement in response to a bona fide third
party proposal to acquire the Company that, if consummated, would result in a transaction more favorable
to the Company’s stockholders from a financial point of view than the merger and signs an agreement to
consummate the superior proposal;
(ii)
after the date of the merger agreement and prior to the termination of the merger
agreement, a bona fide proposal to acquire the Company shall have been publicly announced or publicly
disclosed and not have been withdrawn prior to the termination of the merger agreement and thereafter
(A) the merger agreement is terminated by the Company because the closing has not occurred prior to
May 28, 2018 or because the requisite stockholder approval has not been obtained or the merger
agreement is terminated by Parent because of a material breach by the Company or its representation and
warranties or covenants contained in the merger agreement and (B) within twelve (12) months after such
termination, the Company enters into a definitive agreement to consummate another acquisition proposal;
or
(iii)
the merger agreement is terminated by Parent because the Company Board has taken one
of the actions specified in Section 3.03(c) of the merger agreement, including changing its
recommendation of the merger agreement, or breached its non-solicit or other obligations under Section
3.03 of the merger agreement.
Voting and Support Agreements
In order to induce Parent to enter into the merger agreement, our directors and executive officers who
collectively owned approximately 9.1% of our outstanding shares entitled to vote at the special meeting as
of the close of business on the record date entered into individual voting and support agreements with
Parent. These voting agreements will terminate upon the earlier of the termination of the merger
agreement or the effective time of the merger. The form of voting agreement is attached to this proxy
statement as Exhibit A to Annex A and you are encouraged to read it in its entirety.
Interests of the Company’s Executive Officers and Directors in the Merger
In considering the recommendation of the Company Board with respect to the merger, you should be
aware that the Company’s directors and executive officers have certain interests in the merger that may be
different from, or in addition to, the interests of the other Company stockholders. The Company Board
47

was aware of and considered these interests, among other matters, in evaluating and negotiating the
merger agreement and the merger, and in determining to recommend to Company stockholders that they
vote for the merger proposal and thereby approve the transactions contemplated by the merger agreement,
including the merger. These interests are described below.
The Company’s Employment Arrangements with Executive Officers
On January 4, 2017, the Company entered into a new employment agreement with Kent Robertson, the
Company’s President and Chief Executive Officer, the term of which is effective as of January 4, 2017
and expires on December 31, 2018. The employment agreement automatically renews on January 1 of
each year, beginning in 2019, for successive one-year terms unless terminated in accordance with the
terms of the agreement. Mr. Robertson will receive an annual base salary of $300,000 under the
agreement. Mr. Robertson is eligible to receive an annual cash bonus and equity incentive awards under
our stock plan in accordance with a written plan to be established by the compensation committee. If the
Company terminates Mr. Robertson’s employment under a Termination Without Cause or a Constructive
Termination, as those terms are defined in the agreement, he will receive certain severance benefits
including post-termination cash compensation equal to two times his annual base salary and immediate
vesting of any unvested stock options and restricted stock awards. If Mr. Robertson’s employment is
terminated in connection with a Change of Control, as that term is defined in the agreement, or if a
Termination Without Cause or Constructive Termination occurs within 12 months following a Change of
Control, he will receive the same benefits as described in the preceding sentence, except the severance
benefits will include post-termination cash compensation equal to three times his annual base salary. Mr.
Robertson’s employment agreement also contains noncompetition and nonsolicitation provisions.
On January 4, 2017, the Company entered into a new employment agreement with Scott Pettit, the
Company’s Chief Financial Officer, the term of which is effective as of January 4, 2017 and expires on
December 31, 2018. The employment agreement automatically renews on January 1 of each year,
beginning in 2019, for successive one-year terms unless terminated in accordance with the terms of the
agreement. Mr. Pettit will receive an annual base salary of $250,000 under the agreement. Mr. Pettit is
eligible to receive an annual cash bonus and equity incentive awards under the Company’s stock plan in
accordance with a written plan to be established by the compensation committee. If the Company
terminates Mr. Pettit’s employment under a Termination Without Cause or a Constructive Termination, as
those terms are defined in the agreement, he will receive certain severance benefits including posttermination cash compensation equal to his annual base salary and immediate vesting of any unvested
stock options and restricted stock awards. If Mr. Pettit’s employment is terminated in connection with a
Change of Control, as that term is defined in the agreement, or if a Termination Without Cause or
Constructive Termination occurs within 12 months following a Change of Control, he will receive the
same benefits as described in the preceding sentence, except the severance benefits will include posttermination cash compensation equal to two times his annual base salary. Mr. Pettit’s employment
agreement also contains noncompetition and nonsolicitation provisions.
On January 4, 2017, we entered into a new employment agreement with Arthur Golden, the Company’s
Chief Operating Officer, the term of which is effective as of January 4, 2017 and expires on December
31, 2018. The employment agreement automatically renews on January 1 of each year, beginning in 2019,
for successive one-year terms unless terminated in accordance with the terms of the agreement. Mr.
Golden will receive an annual base salary of $250,000 under the agreement. Mr. Golden is eligible to
receive an annual cash bonus and equity incentive awards under the Company’s Stock Plan in accordance
with a written plan to be established by the compensation committee. If the Company terminates Mr.
Golden’s employment under a Termination Without Cause or a Constructive Termination, as those terms
are defined in the agreement, he will receive certain severance benefits including post-termination cash
compensation equal to his annual base salary and immediate vesting of any unvested stock options and
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restricted stock awards. If Mr. Golden’s employment is terminated in connection with a Change of
Control, as that term is defined in the agreement, or if a Termination Without Cause or Constructive
Termination occurs within 12 months following a Change of Control, he will receive the same benefits as
described in the preceding sentence, except the severance benefits will include post-termination cash
compensation equal to two times his annual base salary. Mr. Golden’s employment agreement also
contains noncompetition and nonsolicitation provisions.
Director and Officer Indemnification and Insurance
From and after the effective time, Parent will, and will cause the Company to, indemnify and hold
harmless, to the fullest extent permitted under applicable law, each present and former director and officer
of the Company and its subsidiaries (in each case, when acting in such capacity) (which we refer to
collectively, the “indemnified parties”) from and against any costs or expenses (including reasonable
attorneys’ fees), judgments, fines, losses, claims, damages or liabilities (which we refer to collectively as
“costs”) incurred in connection with any proceeding or other claim or investigation, whether civil,
criminal, administrative or investigative, arising out of or pertaining to matters existing or occurring at or
prior to the effective time relating to the indemnified parties’ service with, at the request of or for the
benefit of the Company or any of its affiliates, including the merger and other transactions contemplated
by the merger agreement. From and after the effective time, Parent will advance expenses to any
indemnified party claiming indemnification as incurred to the fullest extent permitted under applicable
law provided that such indemnified party provides an undertaking to repay such advances if it is
ultimately determined that such indemnified party is not entitled to indemnification.
From and after the effective time, Parent will cause the Company to honor the provisions regarding (i)
exculpation of directors, (ii) limitation of liability of directors and officers and (iii) advancement of
expenses, in each case, contained in the Company Certificate of Incorporation, Company Bylaws, the
comparable organizational documents of any of the Company’s subsidiaries or any indemnification
contract between the applicable indemnified party and the Company or any of its subsidiaries
immediately prior to the effective time.
From and after the effective time, Parent shall cause the Company to maintain for a period of at least six
years following the effective time directors’ and officers’ liability insurance and fiduciary liability
insurance policies (which we refer to collectively as “D&O insurance”) from an insurance carrier with the
same or better credit rating as the Company’s current insurance carrier with benefits, levels of coverage
and terms and conditions that are at least as favorable as the Company’s D&O insurance existing
immediately prior to the effective time with respect to matters existing or occurring at or prior to the
effective time, including for acts or omissions in connection with the merger agreement and the
consummation of the merger. Notwithstanding the foregoing, in no event shall Parent or the Company be
required to expend for each year of such D&O insurance coverage an annual premium amount greater
than $200,000 (which we refer to as the “maximum annual premium”). If the annual premiums of such
D&O insurance coverage exceed the maximum annual premium, Parent and the Company will obtain a
policy with the greatest coverage available for a cost not exceeding the maximum annual premium.
The Company has obtained six year pre-paid “tail” insurance coverage, providing for D&O insurance not
less favorable than that described above. If such policy remains in place (or can be modified to remain in
place), Parent will cause such policy to be maintained in full force and effect for its full term and cause all
obligations thereunder to be honored by the Company, and Parent will have no further obligation to
purchase or pay for insurance as described in the preceding paragraph.
The obligations of Parent and the Company described in the preceding four paragraphs will not be
terminated or modified in any manner which could adversely affect any indemnified party without the
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consent of such indemnified party. Parent will honor, guaranty and stand as surety for, and will cause the
Company and its subsidiaries and successors to honor and comply with, the covenants described in the
preceding four paragraphs. Parent will pay all reasonable expenses that may be incurred by an
indemnified party in enforcing the indemnity and other obligations set forth in the preceding four
paragraphs.
The rights of the indemnified parties described above are in addition to, and not in limitation of, any
rights such indemnified parties may have under the Company Bylaws or any of the comparable
organizational documents of any of the Company’s subsidiaries, or under any applicable contracts or law.
Certain U.S. Federal Income Tax Consequences of the Merger
The following is a summary of certain U.S. federal income tax consequences of the merger to U.S.
holders (as defined below) whose shares of Company common stock are converted into the right to
receive cash in the merger. This summary does not purport to consider all aspects of U.S. federal income
taxation that might be relevant to Company stockholders. This discussion does not address the
consequences of the merger to Company stockholders who receive cash pursuant to the exercise of
appraisal rights. This discussion applies to a Company stockholder only if the stockholder holds shares of
Company common stock as capital assets for U.S. federal income tax purposes, and does not apply to
Company stockholders that are members of a special class of persons subject to special rules, including
but not limited to:
•

Stockholders that are not U.S. holders (as defined below);

•

Dealers in securities;

•

Traders in securities that elect to use a mark-to-market method of accounting for securities
holdings;

•

Certain former citizens or residents of the U.S.;

•

Tax-exempt organizations;

•

Insurance companies;

•

Financial institutions;

•

Regulated investment companies;

•

Real estate investment trusts;

•

Partnerships limited liability companies that are not classified as corporations for U.S. federal
income tax purposes, subchapter S corporations and other pass-through entities (and
arrangements taxable as pass-through entities) and investors in such entities;

•

Company stockholders that use shares of Company common stock as part of a straddle or a
hedging or conversion transaction other than risk reduction strategy;

•

Company stockholders who hold Company common stock as “qualified small business stock”
within the meaning of Section 1202 of the Code;
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•

Company stockholders who hold Company common stock as “Section 306 stock” within the
meaning of Section 306 of the Code;

•

Company stockholders who hold their Company common stock through a pension plan or other
qualified retirement plan;

•

Company stockholders who are subject to the alternative minimum tax provisions of the Code;

•

Company stockholders that have a functional currency other than the U.S. dollar;

•

Company stockholders that acquired shares of Company common stock upon the exercise of
stock options or otherwise as compensation; or

•

Company stockholders that hold an equity interest, actually or constructively, in Parent.

This discussion is based on the Internal Revenue Code of 1986, as amended, its legislative history, final,
temporary and proposed U.S. Treasury Regulations, published rulings and administrative guidance from
the Internal Revenue Service (which we refer to as the “IRS”) and court decisions, all as of the date of
this proxy statement. These laws and other authorities are subject to change, possibly on a retroactive
basis.
This discussion addresses only U.S. federal income taxation and does not address any aspect of foreign,
state, local, alternative minimum, estate, gift or other tax law that may be applicable to a Company
stockholder.
This discussion is intended to provide only a general summary of certain U.S. federal income tax
consequences of the merger to U.S. holders of shares of Company common stock. The Company does not
intend for this discussion to be a complete analysis or description of all potential U.S. federal income tax
consequences of the merger. The U.S. federal income tax laws are complex and subject to varying
interpretations. Accordingly, the IRS may not agree with the tax consequences described in this proxy
statement.
If a partnership (including an entity or arrangement treated as a partnership for U.S. federal income tax
purposes) holds shares of Company common stock, the tax treatment of a partner in such partnership
generally will depend on the status of the partner and the activities of the partner and the partnership. A
partner of a partnership holding shares of Company common stock should consult the partner’s tax
advisor regarding the U.S. federal income tax consequences of the merger to the partner.
Each Company stockholder is urged to consult with the Company stockholder’s own tax advisor as
to the tax consequences of the merger in the Company stockholder’s particular circumstances,
including the applicability and effect of U.S. federal (including the alternative minimum tax), state,
local and non-U.S. tax laws and of changes in those laws.
For purposes of this discussion, we use the term “U.S. holder” to mean a beneficial owner of shares of
Company common stock that is, for U.S. federal income tax purposes:
•

An individual who is a citizen or resident of the United States;

•

A corporation (or other entity taxable as a corporation for U.S. federal income tax purposes)
created or organized under the laws of the United States or any of its political subdivisions;
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•

A trust that (i) is subject to the supervision of a court within the United States and the control of
one or more U.S. persons or (ii) has a valid election in effect under applicable U.S. Treasury
Regulations to be treated as a U.S. person; or

•

An estate that is subject to U.S. federal income tax on the estate’s income regardless of its source.

Tax Consequences of the Merger
The exchange of shares of Company common stock for cash in the merger will generally be a taxable
transaction for U.S. federal income tax purposes. In general, a U.S. holder whose shares of Company
common stock are converted into the right to receive cash in the merger will recognize capital gain or loss
for U.S. federal income tax purposes equal to the difference, if any, between (i) the amount of cash
received with respect to such shares, determined before the deduction of any applicable withholding
taxes, as described below under “—Backup Withholding and Information Reporting” and (ii) the U.S.
holder’s adjusted tax basis in such shares. A U.S. holder’s adjusted tax basis generally equals the price the
U.S. holder paid for its shares of Company common stock less any distributions received that were in
excess of the Company’s current and accumulated earnings and profits (but not reduced below zero). Gain
or loss will be determined separately for each block of shares of Company common stock (i.e., shares
acquired at the same cost in a single transaction). Such capital gain or loss will be long-term capital gain
or loss, provided that the U.S. holder’s holding period for each such block of shares of Company common
stock exceeds one year at the effective time, and otherwise will be short-term capital gain or loss. Longterm capital gains of non-corporate U.S. holders are generally eligible for a reduced rate of U.S. federal
income taxation. There are limitations on the deductibility of capital losses.
Medicare Tax
U.S. holders that are individuals, estates or trusts that do not fall into a special class of trusts that is
exempt from such tax are generally subject to a 3.8% tax on the lesser of (1) the U.S. holder’s “net
investment income” (or “undistributed net investment income” in the case of an estate or trust) for the
relevant taxable year and (2) the excess of the U.S. holder’s modified adjusted gross income for the
taxable year over a certain threshold (which in the case of individuals will be between $125,000 and
$250,000, depending on the individual’s circumstances). A U.S. holder’s net investment income generally
includes capital gain recognized on the exchange of shares of Company common stock for cash in the
merger, unless such capital gain is derived in the ordinary course of the conduct of a trade or business
(other than a trade or business that consists of certain passive or trading activities). There are limitations
on deducting capital losses in calculating a U.S. holder’s net investment income. U.S. holders are urged to
consult their own tax advisors regarding the applicability of the Medicare tax to gain recognized on the
exchange of shares of Company common stock for cash in the merger.
Backup Withholding and Information Reporting
A U.S. holder may, under certain circumstances, be subject to information reporting and backup
withholding (at a rate of 24%) with respect to the merger consideration, unless the U.S. holder properly
establishes an exemption or provides the U.S. holder’s correct tax identification number and otherwise
complies with the applicable requirements of the backup withholding rules.
Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules
can be refunded or credited against a U.S. holder’s U.S. federal income tax liability, if any, provided that
the U.S. holder furnishes the required information to the IRS in a timely manner.
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The U.S. federal income tax consequences described above are not intended to constitute a complete
description of all tax consequences relating to the merger. Because individual circumstances may
differ, each Company stockholder should consult the Company stockholder’s own tax advisor
regarding the applicability of the rules discussed above to the Company stockholder and the
particular tax effects to the Company stockholder of the merger in light of the Company
stockholder’s particular circumstances and the application of state, local and non-U.S. tax laws.
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PROPOSAL 1—VOTE ON ADOPTION OF THE MERGER AGREEMENT
As discussed elsewhere in this proxy statement, at the special meeting Company stockholders will
consider and vote on a proposal to adopt the merger agreement. You should carefully read this proxy
statement in its entirety for more detailed information concerning the merger agreement, the merger and
the other transactions contemplated by the merger agreement. In particular, you should read in its entirety
the merger agreement, which is enclosed as Annex A to this proxy statement. For more information
please see the discussion in the sections entitled “The Merger” beginning on page 17.
The Company Board unanimously recommends that you vote “FOR” the proposal to adopt the
merger agreement.
If you submit your proxy, but do not indicate instructions to vote your shares of Company common stock
for, against or abstain on the merger proposal, your shares will be voted “FOR” the proposal to adopt the
merger agreement.
The proposal to adopt the merger agreement requires the affirmative vote in person or by proxy of holders
of a majority of the outstanding shares of Company common stock entitled to vote thereon. If you fail to
submit a proxy card or vote in person, mark “abstain” on your proxy or fail to instruct your bank, broker
or other holder of record how to vote with respect to the merger proposal, it will have the same effect as a
vote against the proposal.
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PROPOSAL 2—VOTE ON ONE OR MORE ADJOURNMENTS OF THE SPECIAL MEETING,
IF NECESSARY OR ADVISABLE
If, at the special meeting, the number of shares of Company common stock present or represented by
proxy and voting in favor of the merger proposal is insufficient to approve the merger proposal, the
Company intends to ask its stockholders to vote to adjourn the special meeting to another time or place to
allow for the solicitation of additional proxies to approve the merger proposal. In this event, the Company
will request that the Company stockholders vote on the adjournment proposal and not the merger
proposal. The Company shall not call a vote on the adjournment proposal if the merger proposal has been
approved at the special meeting.
Accordingly, the Company is asking its stockholders to authorize the holder of any proxy solicited by the
Company Board, and each of them individually, to vote in favor of adjourning the special meeting to
another time and place for the purpose of soliciting additional proxies.
The Company Board unanimously recommends that you vote “FOR” the adjournment proposal.
If you submit your proxy, but do not indicate instructions to vote your shares of Company common stock
for, against or abstain on the adjournment proposal, your shares will be voted “FOR” the adjournment
proposal.
Approval of the adjournment proposal requires the affirmative vote of holders of a majority of the shares
of Company common stock present in person or represented by proxy at the special meeting, whether or
not a quorum is present. If you mark “abstain” on your proxy card, it will have the same effect as a vote
against the proposal. If you fail to submit a proxy card or vote in person at the special meeting, or fail to
instruct your bank, broker or other holder of record how to vote with respect to the adjournment proposal,
it will have no effect on the proposal.
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APPRAISAL RIGHTS
If the Company’s stockholders adopt the merger agreement, stockholders who do not vote in favor of the
proposal to adopt the merger agreement and who properly exercise and perfect their demand for appraisal
of their shares of Company common stock, who do not effectively withdraw their demand or waive or
lose the right to appraisal and who otherwise comply with the requirements for perfecting and preserving
their appraisal rights will be entitled to appraisal rights in connection with the merger under Section 262
of the DGCL, which we refer to as Section 262.
The following discussion is not a complete statement of all applicable requirements pertaining to
appraisal rights under the DGCL, and it is qualified in its entirety by reference to Section 262, the full text
of which appears in Annex C to this proxy statement. The following summary does not constitute any
legal or other advice, nor does it constitute a recommendation that stockholders exercise their appraisal
rights under Section 262. Only a holder of record of the shares Company common stock is entitled to
demand appraisal rights for the shares of Company common stock registered in that holder’s name. A
person having a beneficial interest in the shares of Company common stock held of record in the name of
another person, such as a bank, broker, fiduciary, depositary or other nominee, who wished to exercise
their appraisal rights must act promptly to cause the record holder to follow the steps summarized below
properly and in a timely manner to perfect appraisal rights.
As more fully described below, under Section 262, record holders of the shares of Company common
stock who have neither voted in favor of, nor consented in writing to, the approval of the adoption of the
merger agreement, who properly demand appraisal of their shares of Company common stock, who do
not withdraw such demand or otherwise waive or lose their right to appraisal, who hold such shares of
Company common stock, either of record or beneficially, on the date of making the demand for appraisal
and continuously through the date of making the demand through the effective time of the merger and
who otherwise follow the procedures set forth in Section 262 will be entitled to have their shares of
Company common stock appraised by the Delaware Court of Chancery and to receive payment in cash of
the fair value of such shares of Company common stock, exclusive of any element of value arising from
the accomplishment or expectation of the merger, as determined by the Delaware Court of Chancery,
together with interest, if any, to be paid upon the amount determined to be fair value. The “fair value” of
your shares of Company common stock as determined by the Delaware Court of Chancery may be more
or less than, or the same as, $.40 the per share merger consideration that you are otherwise entitled to
receive under the terms of the merger agreement. Strict compliance with the statutory procedures in
Section 262 is required.
Section 262 requires that, where a merger agreement is to be submitted for adoption at a meeting of
stockholders, the corporation must, not less than 20 days before the meeting, notify each stockholder who
was a stockholder on the record date set by the board of directors for such notice (or if no such record
date is set, on the close of business on the day next preceding the day on which notice is given), with
respect to such shares for which appraisal rights are available, that appraisal rights will be available. A
copy of Section 262 must be included with such notice. This proxy statement constitutes the Company’s
notice to our stockholders that appraisal rights are available in connection with the merger, in compliance
with the requirements of Section 262 and a copy of Section 262 is attached to this document as Annex C.
ANY STOCKHOLDER WHO WISHES TO EXERCISE APPRAISAL RIGHTS, OR WHO WISHES
TO PRESERVE SUCH STOCKHOLDER’S RIGHT TO DO SO, SHOULD CAREFULLY REVIEW
THE FOLLOWING DISCUSSION AND ANNEX C BECAUSE FAILURE TO EXACTLY COMPLY
WITH THE PROCEDURES SPECIFIED MAY RESULT IN THE LOSS OF APPRAISAL RIGHTS.
MOREOVER, BECAUSE OF THE COMPLEXITY OF THE DGCL RELATING TO APPRAISAL
RIGHTS, IF A STOCKHOLDER WISHES TO EXERCISE OR PRESERVE SUCH APPRAISAL
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RIGHTS, SUCH STOCKHOLDER SHOULD SEEK THE ADVICE OF LEGAL COUNSEL
PROMPTLY.
Company stockholders wishing to exercise the right to demand appraisal of their shares of Company
common stock under Section 262 of the DGCL must satisfy each of the following conditions:
•

The stockholder must not vote the stockholder’s shares in favor of the adoption of the merger
agreement. Because a proxy that does not contain voting instructions will, unless revoked, be
voted in favor of the adoption of the merger agreement, a stockholder who wishes to exercise
appraisal rights must provide instructions in any such proxy to vote against the adoption of the
merger agreement or otherwise attend the special meeting and vote against the adoption of the
merger agreement, or abstain from voting.

•

As more fully described below, the stockholder must deliver to the Company a written demand
for appraisal of the stockholder’s shares before the vote on the adoption of the merger agreement
at the special meeting is taken.

•

The stockholder must hold the shares on the date of making the demand for appraisal and must
continuously hold such shares from the date of making the demand through the effective time of
the merger.

•

The stockholder (or the surviving corporation in the merger) must file a petition in the Delaware
Court of Chancery requesting a determination of the fair value of the shares within 120 days after
the effective time of the merger. The surviving corporation of the merger is under no obligation to
file any such petition and has no present intention of doing so. Accordingly, it is the obligation of
the stockholder to initiate all necessary action to perfect his, her or its appraisal rights in respect
of shares of Company common stock within the time prescribed in Section 262 of the DGCL.

If any stockholder who demands appraisal of shares of Company common stock under Section 262 of the
DGCL fails to perfect, or otherwise loses or effectively withdraws, such holder’s right to appraisal, the
stockholder’s shares will be deemed to have been converted at the effective time of the merger into the
right to receive the merger consideration applicable to the shares, without interest and less applicable
withholding taxes.
Written Demand
If you elect to exercise your appraisal rights, you must deliver to the Company a written demand for
appraisal of your shares of Company common stock before the vote is taken to approve the adoption of
the merger agreement. That demand must be executed by or on behalf of the stockholder of record and
must reasonably inform us of the identity of the holder of record of the shares and that the stockholder
intends thereby to demand appraisal of his, her or its shares. Holders of the shares who desire to exercise
their appraisal rights must not vote or submit a proxy in favor of the adoption of the merger agreement,
nor consent thereto in writing. Voting against or failing to vote for the adoption of the merger agreement
by itself does not constitute a demand for appraisal within the meaning of Section 262. The written
demand for appraisal must be in addition to and separate from any proxy or vote on the merger
agreement.
A holder of record of the shares of Company common stock wishing to exercise appraisal rights must
hold of record the shares on the date the written demand for appraisal is made and must continue to hold
the shares of record through the effective time of the merger, because appraisal rights will be lost if the
shares are transferred prior to the effective time of the merger. If you fail to comply with these conditions
57

and the merger is completed, you will be entitled to receive payment for your shares as provided for in the
merger agreement, but you will have no appraisal rights with respect to your shares. A proxy card that is
submitted and does not contain voting instructions and a proxy submitted by telephone or through the
Internet that does not contain voting instructions, will, unless revoked, be voted in favor of the adoption
of the merger agreement, and it will constitute a waiver of the stockholder’s right of appraisal and will
nullify any previously delivered written demand for appraisal. Therefore, a stockholder who submits a
proxy and who wishes to exercise appraisal rights must either submit a proxy containing instructions to
vote against the adoption of merger agreement or abstain from voting on the merger agreement. However,
neither voting against the adoption of the merger agreement, nor abstaining from voting or failing to vote
on adoption of the merger agreement, will in and of itself constitute a written demand for appraisal
satisfying the requirements of Section 262. All demands for appraisal must be sent or delivered to:
Fenix Parts, Inc.
Attention: Secretary
1 Westbrook Corporate Center, Suite 920
Westchester, Illinois 60154
A demand for appraisal in respect of the shares of Company common stock should be executed by or on
behalf of the holder of record of such shares, fully and correctly, should specify the holder’s name and
mailing address and the number of the shares registered in the holder’s name and must state that the
person intends thereby to demand appraisal of the holder’s shares in connection with the merger. The
demand for appraisal cannot be made by the beneficial owner if he, she or it does not also hold the shares
of record. The beneficial holder must, in such cases, have the record owner, such as a bank, broker or
other nominee, submit the required demand for appraisal in respect of those shares. If you hold your
shares through a bank, brokerage firm or other nominee and you wish to exercise appraisal rights, you
should consult with your bank, broker or the other nominee to determine the appropriate procedures for
the making of a demand for appraisal by the nominee.
If the shares are owned of record by a person other than the beneficial owner, including a broker,
fiduciary (such as a trustee, guardian or custodian) or other nominee, a demand for appraisal must be
executed by or for such record holder. If the shares are owned of record by more than one person, as in a
joint tenancy or tenancy in common, the demand should be executed by or for all joint owners. An
authorized agent, including an authorized agent for two or more joint owners, may execute the demand
for appraisal for a stockholder of record; however, the agent must identify the record holder or owners
and expressly disclose the fact that, in executing the demand, such agent is acting as agent for the record
holder. If a stockholder holds the shares through a broker who in turn holds the shares through a central
securities depository nominee such as Cede & Co. (the nominee for The Depository Trust Company), a
demand for appraisal of such shares must be made by or on behalf of the depository nominee and must
identify the depository nominee as a record holder. A record holder, such as a broker, who holds the
shares as a nominee for others, may exercise his, her or its right of appraisal with respect to the shares
held for one or more beneficial owners, while not exercising this right for other beneficial owners. In that
case, the written demand should state the number of the shares as to which appraisal is sought. Where no
number of the shares is expressly mentioned, the demand will be presumed to cover all the shares in the
name of the record holder.
Notice by the Company
Within 10 days after the effective time of the merger, the Company must give notice of the date that the
merger has become effective to each of our stockholders who did not vote in favor of or consent in
writing to the adoption of the merger agreement and otherwise complied with Section 262. At any time
within 60 days after the effective time of the merger, any stockholder who has demanded an appraisal but
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who has not commenced an appraisal proceeding or joined a proceeding as a named party shall have the
right to withdraw such stockholder’s demand for appraisal and accept the merger consideration for that
stockholder’s shares by delivering to the Company a written withdrawal of the demand for appraisal.
However, any such attempt to withdraw the demand made more than 60 days after the effective time of
the merger will require written approval of the Company. No appraisal proceeding in the Delaware Court
of Chancery will be dismissed as to any stockholder without the approval of the Delaware Court of
Chancery, and such approval may be conditioned upon such terms as the Delaware Court of Chancery
deems just. If the Company does not approve a request to withdraw a demand for appraisal when that
approval is required, or, except with respect to a stockholder that withdraws his, her or its demand for
appraisal within 60 days after the effective date of the merger, if the Delaware Court of Chancery does
not approve the dismissal of an appraisal proceeding, the stockholder will be entitled to receive only the
appraised value determined in any such appraisal proceeding, which value could be less than, equal to or
more than the consideration offered pursuant to the merger agreement.
Filing a Petition for Appraisal
Within 120 days after the effective time of the merger, but not thereafter, either the Company or any
stockholder who has complied with the requirements of Section 262 and is entitled to appraisal rights
under Section 262 may commence an appraisal proceeding by filing a petition in the Delaware Court of
Chancery demanding a determination of the fair value of the shares of Company common stock held by
all such stockholders. Upon the filing of such a petition by a stockholder, service of a copy of such
petition shall be made upon the Company. The Company has no present intent to file such a petition and
has no obligation to file such a petition, and holders should not assume that the Company will file a
petition. Accordingly, it is the obligation of the stockholders who have complied with the requirements of
Section 262 to initiate all necessary action to perfect their appraisal rights, and the failure of a stockholder
to file such a petition within the period specified could nullify the stockholder’s previous written demand
for appraisal.
In addition, within 120 days after the effective time of the merger, any stockholder who has properly filed
a written demand for appraisal, who has complied with the requirements for exercise of appraisal rights
under Section 262, upon written request to the Company, will be entitled to receive from the Company, a
written statement setting forth the aggregate number of the shares of Company common stock not voted
in favor of adoption of the merger agreement and with respect to which demands for appraisal have been
received and the aggregate number of holders of such shares. The statement must be mailed to the
requesting stockholder within 10 days after such written request has been received by the Company or
within 10 days after the expiration of the period for delivery of demand for appraisal under Section 262,
whichever is later. A person who is the beneficial owner of the shares held either in a voting trust or by a
nominee on behalf of such person may, in such person’s own name, file a petition or request to receive
from the Company such statement.
If a petition for appraisal is duly filed by a stockholder, the stockholder must deliver a copy of the petition
to the Company, and the Company will then be obligated, within 20 days after such service, to file in the
Delaware Register in Chancery a duly verified list containing the names and addresses of all stockholders
who have demanded an appraisal for their shares of Company common stock and with whom agreements
as to the value of their shares have not been reached by the Company. After the Register in Chancery
provides notice to those stockholders and the Company (if ordered by the Delaware Court of Chancery),
the Delaware Court of Chancery is empowered to conduct a hearing upon the petition to determine those
stockholders who have complied with Section 262 and who have become entitled to the appraisal rights
provided by Section 262. The Delaware Court of Chancery may require that stockholders who demanded
appraisal of their shares and who hold stock represented by certificates to submit their stock certificated to
the Register in Chancery for notation thereon of the pendency of the appraisal proceedings, and if any
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stockholder fails to comply with such direction, the Delaware Court of Chancery may dismiss the
proceedings as that stockholder. In addition, the Delaware Court of Chancery will dismiss the proceedings
as to all holders of such shares who are otherwise entitled to appraisal rights unless the total number of
shares entitled to appraisal exceeds 1% of the outstanding shares eligible for appraisal or the value of the
consideration provided in the merger for such total number of shares exceeds $1 million.
Determination of Fair Value
After the Delaware Court of Chancery determines the stockholders entitled to appraisal of their shares, the
appraisal proceeding shall be conducted in accordance with the rules of the Delaware Court of Chancery,
including any rules specifically governing appraisal proceedings. Through such proceeding the Court
shall determine the “fair value” of the shares exclusive of any element of value arising from the
accomplishment or expectation of the merger, together with interest, if any, to be paid upon the amount
determined to be the fair value. When the fair value is determined, the Delaware Court of Chancery will
direct the payment of such fair value, with interest thereon accrued during the pendency of the
proceeding, if the Court so determines, by the Company to stockholders entitled to receive the same, upon
surrender by those stockholders of the certificates representing their shares or, in the case of holders of
uncertificated shares, forthwith. Unless the Delaware Court of Chancery in its discretion determines
otherwise for good cause shown, interest from the effective time of the merger through the date of
payment of the judgment will be compounded quarterly and will accrue at 5% over the Federal Reserve
discount rate (including any surcharge) as established from time to time during the period between the
effective date of the merger and the date of payment of the judgment. At any time before the entry of
judgment in the proceedings, the Company may pay to each stockholder entitled to appraisal an amount in
cash, in which case interest shall accrue thereafter as provided in Section 262 of the DGCL only upon the
sum of (1) the difference, if any, between the amount so paid and the fair value of the shares as
determined by the Delaware Court of Chancery, and (2) interest theretofore accrued, unless paid at that
time.
You should be aware that an investment bank’s opinion as to the fairness, from a financial point of view,
of the consideration payable in a sale transaction, such as the merger, is not an opinion as to, and does not
otherwise address, “fair value” under Section 262. Although we believe that the merger consideration is
fair, no representation is made as to the outcome of the appraisal of fair value as determined by the
Delaware Court of Chancery and stockholders should recognize that such an appraisal could result in a
determination of a fair value higher or lower than, or the same as, the merger consideration. Moreover, we
do not anticipate offering more than the merger consideration to any stockholder exercising appraisal
rights and reserve the right to assert, in any appraisal proceeding, that, for purposes of Section 262, the
“fair value” of a share is less than the merger consideration.
In determining the “fair value” of the shares, a Delaware Court is required to take into account all relevant
factors. In Weinberger v. UOP, Inc., the Delaware Supreme Court discussed the factors that could be
considered in determining fair value in an appraisal proceeding, stating that “proof of value by any
techniques or methods which are generally considered acceptable in the financial community and
otherwise admissible in court” should be considered and that “[f]air price obviously requires
consideration of all relevant factors involving the value of a company.” The Delaware Supreme Court has
stated that, in making this determination of fair value, the court must consider market value, asset value,
dividends, earnings prospects, the nature of the enterprise and any other factors that could be ascertained
as of the date of the merger that throw any light on future prospects of the merged corporation.
Section 262 provides that fair value is to be “exclusive of any element of value arising from the
accomplishment or expectation of the merger.” In Cede & Co. v. Technicolor, Inc., the Delaware
Supreme Court stated that such exclusion is a “narrow exclusion [that] does not encompass known
elements of value,” but which rather applies only to the speculative elements of value arising from such
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accomplishment or expectation. In Weinberger, the Delaware Supreme Court construed Section 262 of
the DGCL to mean that “elements of future value, including the nature of the enterprise, which are known
or susceptible of proof as of the date of the merger and not the product of speculation, may be
considered.”
Costs of the appraisal proceeding (which do not include attorneys’ fees or the fees and expenses of
experts) may be determined by the Delaware Court of Chancery and taxed upon the parties as the
Delaware Court of Chancery deems equitable under the circumstances. Each stockholder seeking
appraisal is responsible for his, her or its attorneys’ and expert witness expenses, although, upon the
application of a stockholder, the Delaware Court of Chancery may order all or a portion of the expenses
incurred by any stockholder in connection with the appraisal proceeding, including, without limitation,
reasonable attorneys’ fees and the fees and expenses of experts used in the appraisal proceeding, to be
charged pro rata against the value of all the shares entitled to appraisal.
Any stockholder who duly demanded appraisal in compliance with Section 262 will not, after the
effective time of the merger, be entitled to vote the shares subject to that demand for any purpose or to
receive payments of dividends or any other distribution with respect to those shares, other than with
respect to payment of dividends or distributions payable to stockholders of record as of a date prior to the
effective time of the merger. However, if no petition for appraisal is filed within 120 days after the
effective time of the merger, or if the stockholder otherwise fails to perfect his, her or its appraisal rights,
successfully withdraws his, her or its demand for appraisal or loses his, her or its right to appraisal, then
the right of that stockholder to appraisal will cease and that stockholder’s shares will be deemed to have
been converted at the effective time of the merger into the right to receive the merger consideration
pursuant to the merger agreement. In addition, as indicated above, a stockholder may withdraw his, her or
its demand for appraisal in accordance with Section 262 and accept the merger consideration offered
pursuant to the merger agreement.
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MARKET PRICE AND DIVIDENDS
The Company common stock is listed for trading on the OTC Pink under the symbol “FENX.” Prior to
June 29, 2017, the Company’s common stock was traded on the Nasdaq Global Market. The table below
shows the high and low sales prices of shares of Company common stock, as reported on the Nasdaq or
the OTC Pink, as applicable, for the periods indicated.
High

Low

NASDAQ Global Market
Fiscal Year 2016
First quarter..............................................................................................
Second quarter .........................................................................................
Third quarter ............................................................................................
Fourth quarter...........................................................................................

$7.01
5.35
5.38
4.60

$4.33
2.94
3.17
2.75

Fiscal Year 2017
First quarter..............................................................................................
Second quarter (through June 28, 2017) ..................................................

2.94
1.85

1.55
0.60

OTC Pink
Fiscal Year 2017
Second quarter (from June 29, 2017).......................................................
Third quarter ............................................................................................
Fourth quarter...........................................................................................

0.60
0.88
0.82

0.47
0.41
0.20

Fiscal Year 2018
First quarter (through March 5, 2018) .....................................................

0.49

0.16

The Company has never declared or paid dividends on the Company common stock.
At the effective time, each share of Company common stock issued and outstanding immediately prior to
the effective time (except for excluded shares) will be converted into the right to receive the merger
consideration of $0.40 in cash without interest.
On March 5, 2018, the most recent practicable date before this proxy statement was mailed to our
stockholders, the closing price for Company common stock on the OTC Pink was $0.38 per share. You
are encouraged to obtain current market quotations for shares of Company common stock in connection
with voting your shares.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
As of February 23, 2018, there were 21,794,244 shares of Company common stock issued and
outstanding. Only Company stockholders of record at the close of business on the record date will be
entitled to vote at the special meeting or any adjournment or postponement thereof.
The Company has determined beneficial ownership in accordance with the rules of the SEC. Except as
indicated by the footnotes below, the Company believes, based on the information furnished to us, that
the persons and entities named in the tables below have voting and investment power with respect to all
shares of Company common stock that they beneficially own, subject to applicable community property
laws. A person is deemed to be a beneficial owner of any security of which that person has the right to
acquire beneficial ownership within 60 days from the date of determination. The footnotes to the tables
indicate how many shares each person has the right to acquire within 60 days of February 23, 2018, along
with any Company equity awards that vest through February 28, 2018. The Company has based the
calculation of the percentage of beneficial ownership on 21,794,244 shares of Company common stock
outstanding as of February 23, 2018 plus, with respect to each person, the number of shares that person
has the right to acquire within 60 days of February 23, 2018 including shares resulting from Company
equity awards that vest through March 25, 2018.
The following table sets forth the Company common stock beneficially owned as of February 23, 2018 by
each officer and director of the Company, the officers and directors of the Company as a group and each
stockholder known to the Company, based on public filings made with the SEC, to beneficially own more
than 5% of the Company’s outstanding common stock.
Unless otherwise noted below, the address of each beneficial owner listed on the table is c/o Fenix Parts,
Inc., One Westbrook Corporate Center, Suite 920, Westchester, Illinois 60154.
Shares Beneficially Owned
Number (1)
Percentage

Name and Address of Beneficial Owner
Executive Officers

Kent Robertson
Scott Pettit
Arthur Golden

1,098,235
549,711
66,815

5.4%
2.7%
*

586,045
282,327
125,883
44,339
92,501

2.9%
1.4%
*
*
*

2,887,356

14.1^

Non-employee Directors

Gary Beagell
Steven Dayton
J. Michael McFall
Seth Myones
Thomas O’Brien
All Directors & Officers as a group (9 people)
5% Owners (2)

Ascend Capital LLC, 4 Orinda Way, Suite 200-C, Orinda, CA
1,803163
8.3%
__________
*
Represents less than 1% of the Company’s outstanding common stock.
(1)
Shares are considered beneficially owned, for the purpose of this table only, if held by the person
indicated as beneficial owner, or if such person, directly or indirectly, through any contract,
arrangement, understanding, relationship or otherwise has or shares the power to vote, to direct
the voting of and/or to dispose of or to direct the disposition of such security, or if the person has
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(2)

the right to acquire beneficial ownership within 60 days, unless otherwise indicated in these
footnotes.
Based on Schedule 13G/A filed by Ascend Capital LLC on February 13, 2017.
OTHER MATTERS

The Company does not know of any business to be presented for action at the special meeting other than
those items referred to herein. If any other matters properly come before the special meeting or any
adjournment thereof, it is intended that the proxies will be voted in respect thereof by and at the discretion
of the persons named as proxies on the proxy card.
ADDITIONAL INFORMATION
You should rely only on the information contained in this proxy statement, including the annexes attached
hereto or the information incorporated by reference herein, to vote your shares of Company common
stock at the special meeting. The Company has not authorized anyone to provide you with information
that differs from that contained in this proxy statement. Therefore, if anyone does give you information of
this sort, you should not rely on it. This proxy statement is dated March 6, 2018. You should not assume
that the information contained in this proxy statement is accurate as of any date other than that date, and
the mailing of this proxy statement to stockholders will not create any implication to the contrary.
THIS PROXY STATEMENT DOES NOT CONSTITUTE THE SOLICITATION OF A PROXY IN
ANY JURISDICTION TO OR FROM ANY PERSON TO WHOM OR FROM WHOM IT IS
UNLAWFUL TO MAKE SUCH PROXY SOLICITATION IN THAT JURISDICTION. YOU SHOULD
RELY ONLY ON THE INFORMATION CONTAINED OR INCORPORATED BY REFERENCE
INTO THIS PROXY STATEMENT TO VOTE YOUR SHARES AT THE SPECIAL MEETING.
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AGREEMENT AND PLAN OF MERGER
This AGREEMENT AND PLAN OF MERGER, dated as of February 27, 2018 (this
“Agreement”), is entered into by and among FENIX PARENT LLC, a Delaware limited liability
company (“Parent”), FENIX MERGER SUB INC., a Delaware corporation and a wholly owned
Subsidiary of Parent (“Merger Sub”) and FENIX PARTS, INC., a Delaware corporation (the
“Company”).
RECITALS
WHEREAS, the board of directors of the Company (the “Company Board of Directors”)
has (a) determined that it is in the best interests of the Company and the stockholders of the
Company that the Company enter into this Agreement and consummate the transactions
contemplated hereby (the “Transactions”), including the merger of Merger Sub with and into the
Company (the “Merger”), on the terms and subject to the conditions set forth herein, (b)
approved and declared advisable this Agreement and the Transactions, including the Merger, and
WHEREAS, the board of directors of Merger Sub has (a) determined that it is in the best
interests of Merger Sub and the sole stockholder of Merger Sub that Merger Sub enter into this
Agreement and consummate the Transactions, including the Merger, on the terms and subject to
the conditions set forth herein, (b) approved and declared advisable this Agreement and the
Transactions, including the Merger, and (c) resolved to recommend that the sole stockholder of
WHEREAS, the board of directors of Parent has approved and declared advisable this
Agreement and the Transactions, including the Merger, on the terms and subject to the
WHEREAS, concurrently with the execution and delivery of this Agreement, and as a
condition and inducement to the willingness of Parent and Merger Sub to enter into this
Agreement, certain of the Company’s stockholders have delivered to Parent and Merger Sub
voting and support agreements substantially in the form attached hereto as Exhibit A (each, a
“Support Agreement”) pursuant to which such stockholders shall, among other things, subject to
the terms and conditions of the applicable Support Agreement, agree to vote his, her or its Shares
in favor of the adoption of this Agreement, and to take certain other actions in furtherance of the
WHEREAS, the Company, Parent and Merger Sub desire to make certain
representations, warranties, covenants and agreements in connection with the Merger and also to
prescribe various conditions to the Merger.
NOW, THEREFORE, in consideration of the premises, and of the representations,
warranties, covenants and agreements contained in this Agreement, and intending to be legally
bound hereby, the Company, Parent and Merger Sub hereby agree as follows:

ARTICLE I
THE MERGER
Section 1.01 The Merger. Upon the terms and subject to the conditions set forth in this
Agreement and in accordance with the General Corporation Law of the State of Delaware (the
“DGCL”), at the Effective Time, Merger Sub shall be merged with and into the Company and
the separate corporate existence of Merger Sub shall thereupon cease and the Company shall
continue as the surviving corporation in the Merger (sometimes hereinafter referred to as the
“Surviving Corporation”) and a wholly owned Subsidiary of Parent. The Merger shall have the
effects set forth in this Agreement and in the applicable provisions of the DGCL. Without
limiting the generality of the foregoing and subject thereto, at the Effective Time, all of the
assets, property, rights, privileges, immunities, powers, franchises and authority of the Company
and Merger Sub shall vest in the Surviving Corporation, and the Surviving Corporation shall be
liable for all of the obligations of the Company and Merger Sub.
Section 1.02 Closing. The closing for the Merger (the “Closing”) shall take place at the
offices of Mayer Brown LLP, 71 South Wacker Drive, Chicago, Illinois 60606, at 9:00 a.m.,
New York City time, no later than the third (3rd) Business Day after the satisfaction or waiver of
the last of the conditions set forth in Article V (other than those conditions that by their nature
are to be satisfied at the Closing, but subject to the satisfaction or waiver of those conditions at
the Closing) unless another time, date or place is agreed in writing by the Company and Parent.
The date on which the Closing occurs is referred to in this Agreement as the “Closing Date.”
Notwithstanding the foregoing, Parent, in its sole discretion, shall have the right to delay the
Closing until a date that is no later than the forty-fifth (45th) day after the date hereof by giving
the Company at least two (2) Business Days’ prior notice to the Company of the Closing Date.
Section 1.03 Effective Time. As soon as practicable following the Closing, the
Company and Parent will cause the Merger to become effective by filing with the Secretary of
State of the State of Delaware an appropriate certificate of merger (the “Certificate of Merger”),
in such form as required by, and to be executed and filed in accordance with, the applicable
provisions of the DGCL. The Merger shall become effective at the time when the Certificate of
Merger has been duly filed with the Secretary of State of the State of Delaware or at such later
time as may be agreed by Parent and the Company in writing and specified in the Certificate of
Merger (the “Effective Time”).
Section 1.04 Effect on Capital Stock. At the Effective Time, by virtue of the Merger
and without any action on the part of the Company, Parent, Merger Sub or the holders of any
shares of capital stock of the Company, Parent or Merger Sub:
(a)
Merger Consideration. Each issued and outstanding share of common
stock, par value $0.001 per share, of the Company (each, a “Share”) immediately prior to the
Effective Time (including (y) any Restricted Shares that fully vest pursuant to Section 1.05(a)
and (z) any Shares issued pursuant to Section 1.05(d)), other than (i) the Cancelled Shares, which
shall be treated in accordance with Section 1.04(b), and (ii) the Dissenting Shares, which shall be
treated in accordance with Section 1.08, shall be converted into the right to receive $0.40 in cash,
without interest thereon (the “Per Share Merger Consideration”). At the Effective Time, all such
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Shares shall cease to be outstanding, shall be cancelled and shall cease to exist, and each such
Share, whether represented by a certificate (“Certificate”) or in non-certificated form and
represented by book-entry (“Book-Entry Shares”), shall thereafter represent only the right to
receive the Per Share Merger Consideration in accordance with this Article I.
(b)
Cancellation of Cancelled Shares. Each Share owned by Parent, Merger
Sub or any other wholly owned Subsidiary of Parent, and each Share owned by the Company or
any wholly owned Subsidiary of the Company (collectively, the “Cancelled Shares”), shall cease
to be outstanding, be cancelled without payment of any consideration therefor and cease to exist.
(c)
Capital Stock of Merger Sub. Each share of common stock, par value
$0.001 per share, of Merger Sub issued and outstanding immediately prior to the Effective Time
shall be converted into and become one (1) validly issued, fully paid and nonassessable share of
common stock, par value $0.001 per share, of the Surviving Corporation, and all such shares
together shall constitute the only outstanding shares of capital stock of the Surviving
Corporation.
Section 1.05

Treatment of Company Equity Awards.

(a)
Treatment of Restricted Stock. With respect to each Share that is subject
to any vesting, forfeiture, repurchase or other lapse restriction under any Company Equity Award
Plan (each a “Restricted Share”) and outstanding as of immediately prior to the Effective Time,
such vesting, forfeiture, repurchase or other lapse restriction shall lapse as of the Effective Time
and such Restricted Share shall be fully vested and shall be converted into the right to receive the
Per Share Merger Consideration as provided in Section 1.04(a).
(b)
Treatment of Restricted Stock Units. At the Effective Time, each
restricted stock unit award in respect of Shares granted under a Company Equity Award Plan that
is outstanding immediately prior to the Effective Time (a “Company RSU”) shall fully vest and
shall be cancelled and converted automatically into the right to receive, as soon as reasonably
practicable (but no later than three (3) Business Days) after the Effective Time, an amount in
cash, without interest, equal to the Per Share Merger Consideration in respect of each Share
underlying such Company RSU.
(c)
Treatment of Company Options. At the Effective Time, each option
award in respect of Shares granted under a Company Equity Award Plan that is outstanding
immediately prior to the Effective Time (a “Company Option”), whether vested or unvested, and
has an exercise price per Share that is less than the Per Share Merger Consideration shall fully
vest and shall be cancelled and converted automatically into the right to receive, as soon as
reasonably practicable (but no later than three (3) Business Days) after the Effective Time, an
amount in cash, without interest, equal to the product of (i) the amount by which the Per Share
Merger Consideration exceeds the exercise price per Share of such Company Option and (ii) the
total number of Shares subject to such Company Option. At the Effective Time, each Company
Option that has an exercise price per Share that is greater than or equal to the Per Share Merger
Consideration shall cease to be outstanding, be cancelled and cease to exist and the holder of any
such Company Option shall not be entitled to payment of any consideration therefor. From and
after the Effective Time, there shall be no outstanding Company Options.
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(d)
Treatment of Employee Stock Purchase Plan. The Company shall take
such action as may be necessary under the Employee Stock Purchase Plan, to (i) terminate all
purchase periods under the Employee Stock Purchase Plan as of the date of this Agreement (the
“Final Exercise Date”); (ii) provide that no further purchase periods shall commence under the
Employee Stock Purchase Plan on or following the Final Exercise Date; and (iii) terminate the
Employee Stock Purchase Plan as of the Final Exercise Date, subject to the completion of the
Closing. Each outstanding right under the Employee Stock Purchase Plan on the Final Exercise
Date shall be exercised on such date for the purchase of Shares in accordance with the terms of
the Employee Stock Purchase Plan and any outstanding Shares obtained through the exercise of
such outstanding right shall be treated as set forth in Section 1.04 and Section 1.06. The
Company shall provide timely notice of the setting of the Final Exercise Date and termination of
the Employee Stock Purchase Plan in accordance with the terms of the Employee Stock Purchase
Plan.
(e)
Corporate Actions. At or prior to the Effective Time, the Company, the
Company Board of Directors and the compensation committee of the Company Board of
Directors, as applicable, shall adopt any resolutions and take any actions that are necessary to
effectuate the provisions of Section 1.05(a) through Section 1.05(d). The Company shall take all
necessary actions intended to ensure that, from and after the Effective Time, neither Parent nor
the Surviving Corporation will be required to deliver Shares or other capital stock of the
Company to any Person pursuant to or in settlement of Restricted Shares, Company RSUs,
Company Options or any other awards under any Company Equity Award Plan.
(f)
Funding. At the Effective Time, Parent shall make a cash contribution to
the Surviving Corporation in immediately available funds to permit the Surviving Corporation to
make the payments required under Section 1.05(b) and Section 1.05(c) to the extent, if any, the
Surviving Corporation does not otherwise have sufficient funds to make such payments.
Section 1.06

Surrender of Shares.

(a)
Paying Agent. Prior to the Effective Time, Parent shall select a paying
agent (the “Paying Agent”), with the Company’s prior approval, and enter into an agreement
with such Paying Agent in form and substance acceptable to the Company wherein the Paying
Agent will act as agent for the stockholders of the Company in connection with the Merger and
receive payment of the aggregate Per Share Merger Consideration to which the stockholders of
the Company shall become entitled pursuant to Section 1.04(a). Prior to the Effective Time,
Parent shall deposit or cause to be deposited with the Paying Agent, in trust for the benefit of the
holders of Shares, a cash amount in immediately available funds sufficient in the aggregate to
provide all funds necessary for the Paying Agent to make payments required pursuant to Section
1.04(a) upon due surrender of Certificates (or affidavits of loss in lieu thereof) or Book-Entry
Shares in accordance with Section 1.06(b) (such cash amount being hereinafter referred to as the
“Exchange Fund”). The Paying Agent shall invest the Exchange Fund as directed by Parent;
provided, however, that such investments shall be in obligations of or guaranteed by the United
States of America, in commercial paper obligations rated A-1 or P-1 or better by Moody’s
Investors Service, Inc. or Standard & Poor’s Corporation, respectively, in certificates of deposit,
bank repurchase agreements or banker’s acceptances of commercial banks with capital
exceeding $1 billion, or in money market funds having a rating in the highest investment
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category granted by a recognized credit rating agency at the time of acquisition or a combination
of the foregoing and, in any such case, no such instrument shall have a maturity exceeding three
(3) months. Subject to Section 1.06(c) to the extent that there are losses with respect to such
investments, or the Exchange Fund diminishes for other reasons below the level required to
make prompt cash payment of the aggregate Per Share Merger Consideration as contemplated by
Section 1.04(a), Parent shall promptly replace or restore the cash in the Exchange Fund lost
through such investments or other events so as to ensure that the Exchange Fund is at all
applicable times maintained at a level sufficient to make such payments. Any interest and other
income resulting from such investment shall become a part of the Exchange Fund, and any
amounts in excess of the amounts payable under Section 1.04(a) shall be promptly returned to
Parent or the Surviving Corporation, as requested by Parent. The funds deposited with the
Paying Agent pursuant to this Section 1.06(a) shall not be used for any purpose other than as
contemplated by this Section 1.06(a).
(b)

Exchange Procedures.

(i)
Transmittal Materials. Promptly after the Effective Time (and in
any event within five (5) Business Days thereafter), Parent shall cause the Paying Agent
to mail or otherwise provide to each Person who was, as of immediately prior to the
Effective Time, a holder of record of Shares (other than holders of Cancelled Shares and
Dissenting Shares) (A) transmittal materials, including a letter of transmittal, specifying
that delivery of Shares shall be effected, and risk of loss and title with respect to Shares
shall pass, only upon proper delivery of Certificates (or affidavits of loss in lieu thereof)
or Book-Entry Shares to the Paying Agent, such transmittal materials to be in such form
and have such other provisions as Parent and the Company may reasonably agree, and
(B) instructions for use in effecting the surrender of the Certificates (or affidavits of loss
in lieu thereof) or Book-Entry Shares to the Paying Agent.
(ii)
Payment of Per Share Merger Consideration. Upon surrender of
Certificates (or affidavits of loss in lieu thereof) or Book-Entry Shares to the Paying
Agent together with the transmittal materials, duly completed and validly executed in
accordance with the instructions thereto, and such other documents as may reasonably be
required pursuant to such instructions or by the Paying Agent, the holder of such
Certificates (or affidavits of loss in lieu thereof) or Book-Entry Shares shall be entitled to
receive, and Parent shall cause the Paying Agent to pay and deliver promptly after the
Effective Time, a cash amount in immediately available funds equal to the product of (A)
the number of Shares represented by such holder’s properly surrendered Certificates (or
affidavits of loss in lieu thereof) and Book-Entry Shares and (B) the Per Share Merger
Consideration, without any interest thereon, and any Certificates so surrendered shall be
cancelled. No interest shall be paid or accrued on any amount payable upon due
surrender of Certificates (or affidavits of loss in lieu thereof) or Book-Entry Shares.
(iii) Unrecorded Transfers; Other Payments. In the event of a transfer
of ownership of Shares that is not registered in the transfer records of the Company or if
payment of the Per Share Merger Consideration is to be made to a Person other than the
Person in whose name the surrendered Certificate or Book-Entry Share is registered, a
check for any cash to be exchanged upon due surrender of the Certificate or Book-Entry
5

Share may be issued to such transferee or other Person if the Certificate or Book-Entry
Share formerly representing such Shares is presented to the Paying Agent accompanied
by all documents required to evidence and effect such transfer and to evidence that any
applicable transfer or other similar Taxes have been paid or are not applicable.
(iv)
Rights of Holders of Shares; Expenses. Until surrendered as
contemplated by this Section 1.06(b), each Share shall be deemed at any time after the
Effective Time to represent only the right to receive upon such surrender (together with
the transmittal materials, duly completed and validly executed in accordance with the
instructions thereto, and such other documents as may reasonably be required pursuant to
such instructions or by the Paying Agent) the Per Share Merger Consideration as
contemplated by Section 1.04(a) except for (A) Dissenting Shares, which shall be deemed
to represent the right to receive the consideration due with respect to such Dissenting
Shares in accordance with Section 1.08 and to the extent provided by Section 262 of the
DGCL and (B) Cancelled Shares. Parent shall pay all charges and expenses, including
those of the Paying Agent, in connection with the exchange of Shares for the Per Share
Merger Consideration.
(c)
Termination of the Exchange Fund. Any portion of the Exchange Fund
(including the proceeds of any investment thereof) that remains undistributed one (1) year after
the Effective Time shall be delivered to Parent or the Surviving Corporation, upon demand by
Parent. Any holders of Shares (other than Cancelled Shares or Dissenting Shares) who have not
theretofore complied with this Article I shall thereafter be entitled to look only to Parent and the
Surviving Corporation for payment of the Per Share Merger Consideration upon surrender of
their Certificates (or affidavits of loss in lieu thereof) or Book-Entry Shares in accordance with
the provisions set forth in Section 1.06(b), and Parent and the Surviving Corporation shall remain
liable for (subject to applicable abandoned property, escheat or other similar Law) payment of
their claims for the Per Share Merger Consideration payable upon due surrender of their
Certificates (or affidavits of loss in lieu thereof) or Book-Entry Shares. Notwithstanding the
foregoing, none of the Surviving Corporation, Parent, the Company, the Paying Agent or any
other Person shall be liable to any former holder of Shares for any amount properly delivered to
a public official pursuant to applicable abandoned property, escheat or other similar Law.
(d)
Transfers. From and after the Effective Time, the stock transfer books of
the Company shall be closed and there shall be no transfers on the stock transfer books of the
Company of the Shares that were outstanding immediately prior to the Effective Time. If, after
the Effective Time, acceptable evidence of a Certificate (or affidavit of loss in lieu thereof) or
Book-Entry Share (other than a Certificate (or affidavit of loss in lieu thereof) or Book-Entry
Share in respect of Dissenting Shares) is presented to the Surviving Corporation, Parent or the
Paying Agent for transfer, the holder of such Shares shall be given a copy of the transmittal
materials referred to in Section 1.06(b)(i) and instructed to comply with the instructions thereto
in order to receive the cash amount to which such holder is entitled pursuant to Section 1.04(a).
(e)
Lost Certificates. In the case of any Certificate that has been lost, stolen
or destroyed, upon the making of an affidavit of that fact by the Person claiming such Certificate
to be lost, stolen or destroyed and, if required by the Paying Agent or Parent, the posting by such
Person of a bond in a reasonable amount as indemnity against any claim that may be made
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against it with respect to such Certificate, the Paying Agent shall pay and deliver in exchange for
such Certificate a cash amount equal to the product of (i) the number of Shares represented by
such Certificate and (ii) the Per Share Merger Consideration, without any interest thereon.
Section 1.07 Withholding Rights. Each of the Paying Agent, Parent and the Surviving
Corporation shall be entitled to deduct and withhold from the consideration otherwise payable
pursuant to this Agreement to any holder of Shares, Restricted Shares, Company RSUs or
Company Options such amounts as it is required to deduct and withhold with respect to the
making of such payment under the Code or any other applicable state, local or foreign Tax Law,
taking into account any applicable exemption under such Law. To the extent that amounts are so
withheld by the Paying Agent, Surviving Corporation or Parent, as the case may be, such
withheld amounts (i) shall be promptly remitted by the Paying Agent, Parent or the Surviving
Corporation, as applicable, to the applicable Governmental Entity, and (ii) shall be treated for all
purposes of this Agreement as having been paid to the Person in respect of whom such deduction
and withholding were made by the Paying Agent, Surviving Corporation or Parent, as the case
may be.
Section 1.08 Dissenters’ Rights. Notwithstanding anything in this Agreement to the
contrary, Shares issued and outstanding immediately prior to the Effective Time (other than
Cancelled Shares) and held by a holder who has properly exercised appraisal rights of such
shares in accordance with Section 262 of the DGCL (such shares being referred to collectively as
the “Dissenting Shares” until such time as such holder fails to perfect, withdraws or otherwise
loses such holder’s appraisal rights under the DGCL with respect to such shares) shall not be
converted into a right to receive the Per Share Merger Consideration but instead shall be entitled
to payment of the appraised value of such shares in accordance with Section 262 of the DGCL;
provided that if, after the Effective Time, such holder fails to perfect, withdraws or loses such
holder’s right to appraisal, pursuant to Section 262 of the DGCL or if a court of competent
jurisdiction shall determine that such holder is not entitled to the relief provided by Section 262
of the DGCL, such Shares shall be treated as if they had been converted as of the Effective Time
into the right to receive the Per Share Merger Consideration in accordance with Section 1.04(a),
without interest thereon, upon surrender of Certificates (or affidavits of loss in lieu thereof) or
Book-Entry Shares to the Paying Agent in accordance with the terms of this Agreement. The
Company shall provide Parent prompt notice of any demands received by the Company for
appraisal of any Shares, any withdrawal of any such demand and any other demand, notice or
instrument delivered to the Company prior to the Effective Time pursuant to the DGCL that
relates to such demand, and Parent shall have the opportunity and right to participate in all
negotiations and Proceedings with respect to such demands. Except with the prior written
consent of Parent (not to be unreasonably withheld, conditioned or delayed), the Company shall
not make any payment with respect to, or offer to settle or settle, any such demands.
Section 1.09 Adjustments to Prevent Dilution. In the event that the number of Shares
or securities convertible or exchangeable into or exercisable for Shares issued and outstanding
after the date hereof and prior to the Effective Time shall have been changed into a different
number of Shares or securities or a different class as a result of a reclassification, stock split
(including a reverse stock split), stock dividend or distribution, recapitalization, merger, issuer
tender or exchange offer, or other similar transaction, the Per Share Merger Consideration shall
be equitably adjusted, without duplication, to provide the holders thereof the same economic
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effect contemplated by this Agreement prior to such change; provided, however, that nothing in
this Section 1.09 shall be construed to permit the Company, any Subsidiary of the Company or
any other Person to take any action that is otherwise prohibited by the terms of this Agreement.
Section 1.10

Certificate of Incorporation; By-laws.

(a)
At the Effective Time, the Company Certificate of Incorporation shall be
amended and restated in its entirety to read as set forth on Exhibit B, and as so amended, shall be
the certificate of incorporation of the Surviving Corporation until thereafter amended in
accordance with the provisions thereof and applicable Law.
(b)
At the Effective Time, the Company Bylaws, as in effect immediately
prior to the Effective Time, shall be amended so as to read in the form attached hereto as
Exhibit C.
Section 1.11

Directors and Officers.

(a)
The directors of Merger Sub as of immediately prior to the Effective Time
shall, from and after the Effective Time, be the directors of the Surviving Corporation until their
respective successors have been duly elected or appointed and qualified or until their earlier
death, resignation or removal in accordance with the certificate of incorporation and the bylaws
of the Surviving Corporation.
(b)
The officers of Merger Sub as of immediately prior to the Effective Time
shall, from and after the Effective Time, be the officers of the Surviving Corporation until their
respective successors have been duly elected or appointed and qualified or until their earlier
death, resignation or removal in accordance with the certificate of incorporation and the bylaws
of the Surviving Corporation.
Section 1.12 Amendment Prior to Closing. Parent may, at any time after the date of
this Agreement and prior to the Closing Date, request that the Company enter into an amendment
to this Agreement to cause the rights and obligations of Merger Sub to be assigned to a newly
formed Delaware limited liability company, which will be wholly-owned by Parent (“New
LLC”), and to cause the Company to merge with and into New LLC, with New LLC surviving.
If Parent makes such a request pursuant to this Section 1.12, and provided that the proposed
amendment would not (a) delay the Closing Date or (b) adversely impact any of the Company’s
stockholders or holders of Company RSUs or Company Options, then the Company shall
promptly negotiate the terms of and execute such amendment.
ARTICLE II
REPRESENTATIONS AND WARRANTIES
Section 2.01 Representations and Warranties of the Company. Except as set forth in
the Company Disclosure Letter (it being agreed that disclosure of any item in any section or
subsection of the Company Disclosure Letter shall also be deemed disclosure with respect to any
other section or subsection of this Agreement to which the relevance of such item is reasonably
apparent on its face), the Company represents and warrants to Parent and Merger Sub as follows:
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(a)
Organization, Standing and Corporate Power. The Company is a
corporation duly incorporated, validly existing and in good standing under the Law of Delaware
and has all requisite corporate power and authority to carry on its business as currently
conducted and is duly qualified or licensed to do business and is in good standing (where such
concept is recognized under applicable Law) in each jurisdiction where the nature of its business
or the ownership, leasing or operation of its properties makes such qualification or licensing
necessary, other than where the failure to be so qualified, licensed or in good standing has not
had and would not reasonably be expected to have, individually or in the aggregate, a Material
Adverse Effect. Each of the Company’s Subsidiaries is a legal entity duly organized, validly
existing and in good standing (where such concept is recognized under applicable Law) under
the Law of its respective jurisdiction of organization and has all requisite corporate or similar
power and authority to carry on its business as currently conducted and each of the Company’s
Subsidiaries is duly qualified or licensed to do business and is in good standing (where such
concept is recognized under applicable Law) in each jurisdiction where the nature of its business
or the ownership, leasing or operation of its properties makes such qualification or licensing
necessary, other than where the failure to be so qualified, licensed or in good standing has not
had and would not reasonably be expected to have, individually or in the aggregate, a Material
Adverse Effect. The Company has made available to Parent prior to the execution of this
Agreement a true and complete copy of the Amended and Restated Certificate of Incorporation
of the Company (the “Company Certificate of Incorporation”) and the Amended and Restated
Bylaws of the Company (the “Company Bylaws”). The Company has made available to Parent
complete and accurate copies of the charter, bylaws or other organizational documents (in each
case, including all amendments thereto) of each Subsidiary of the Company.
(b)
Subsidiaries. All of the outstanding shares of capital stock of, or other
equity interests in, each Subsidiary of the Company have, in all cases, been duly authorized and
validly issued and are fully paid, nonassessable and not subject to preemptive rights, and are
wholly owned, directly or indirectly, by the Company free and clear of all pledges, liens,
charges, mortgages, encumbrances, adverse claims and interests, or security interests of any kind
or nature whatsoever (including any restriction on the right to vote or transfer the same, except
for such transfer restrictions of general applicability as may be provided under the Securities Act,
the “blue sky” Laws of the various states of the United States or similar Law of other applicable
jurisdictions) (collectively, “Liens”), other than Permitted Liens. Except for its interests in its
Subsidiaries, the Company does not own, directly or indirectly, any capital stock of, or other
equity interests in, any Person.
(c)

Capital Structure.

(i)
The authorized capital stock of the Company consists of
30,100,001 shares, divided into three classes as follows: (i) 30,000,000 shares, with a par
value of $0.001 per share, designated as Common Stock, (ii) one share, with a par value
of $0.001 per share, designated as Special Voting Stock (“Special Voting Stock”) and
100,000 shares, with a par value of $0.01 per share, designated as Preferred Stock
(“Company Preferred Stock”). At the close of business on February 23, 2018, there were
(A)(1) 21,794,244 Shares issued and outstanding (which number includes 0 Restricted
Shares) and (2) 0 Shares held by the Company in its treasury, (B) 128,250 Shares
underlying the outstanding Company RSUs, (C) 1,935,172 Shares reserved for issuance
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pursuant to outstanding Company Options, (D) no shares of Special Voting Stock and (E)
no shares of Company Preferred Stock issued or outstanding. Except as set forth in the
immediately preceding sentence, at the close of business on February 23, 2018, no shares
of capital stock or other voting securities of the Company were issued or outstanding.
Since February 23, 2018 to the date of this Agreement, (x) there have been no issuances
by the Company of shares of capital stock or other voting securities of the Company
other than pursuant to the exercise of Company Options, the vesting of Company RSUs
or issuance of Shares pursuant to the Employee Stock Purchase Plan, in each case,
outstanding as of February 23, 2018, and (y) there have been no issuances by the
Company of options, warrants, other rights to acquire shares of capital stock of the
Company or other rights that give the holder thereof any economic interest of a nature
accruing to the holders of Shares. All outstanding Shares are, and all such shares that
may be issued prior to the Effective Time will be when issued, duly authorized, validly
issued, fully paid and nonassessable and not subject to preemptive rights.
(ii)
No Subsidiary of the Company owns any shares of capital stock of
the Company. There are no bonds, debentures, notes or other Indebtedness of the
Company that give the holders thereof the right to vote (or that are convertible into, or
exchangeable for, securities having the right to vote) on any matters on which holders of
Shares may vote (“Voting Company Debt”). Except for any obligations pursuant to this
Agreement or as otherwise set forth above, as of February 23, 2018, there are no options,
warrants, rights (including preemptive, conversion, stock appreciation, redemption or
repurchase rights), convertible or exchangeable securities, stock-based performance units,
Contracts or undertakings of any kind to which the Company or any of its Subsidiaries is
a party or by which any of them is bound (A) obligating the Company or any of its
Subsidiaries to issue, deliver or sell, or cause to be issued, delivered or sold, additional
shares of capital stock or other securities of, or equity interests in, or any security
convertible or exchangeable for any capital stock or other security of, or equity interest
in, the Company or any of its Subsidiaries or any Voting Company Debt, (B) obligating
the Company or any of its Subsidiaries to issue, grant or enter into any such option,
warrant, right, security, unit, Contract or undertaking or (C) that give any Person the right
to subscribe for or acquire any securities of the Company or any of its Subsidiaries, or to
receive any economic interest of a nature accruing to the holders of Shares or otherwise
based on the performance or value of shares of capital stock of the Company or any of its
Subsidiaries. As of the date of this Agreement, there are no outstanding obligations of
the Company or any of its Subsidiaries to repurchase, redeem or otherwise acquire any
shares of capital stock, other than (1) pursuant to the Company Equity Award Plans or (2)
options, warrants or other rights to acquire shares of capital stock of the Company or any
of its Subsidiaries.
(iii) As of June 30, 2017, the Company’s Shares were “held of record”
(as calculated pursuant to Rule 12g5-1 under the Exchange Act) by fewer than 300
persons and the Company has made available to Parent a true and correct copy of the
Company’s share registry as of June 30, 2017 and a DTC “position list” as of June 28,
2017.
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(d)

Authority; Noncontravention.

(i)
The Company has all requisite corporate power and authority to
execute and deliver, and perform its obligations under, this Agreement and to
consummate the Transactions, subject in the case of the Merger, to the adoption of this
Agreement by the Required Stockholder Approval. The execution, delivery and
performance by the Company of this Agreement and the consummation by it of the
Transactions, have been duly and validly authorized by the Company Board of Directors
and no other corporate action on the part of the Company, pursuant to the DGCL or
otherwise, is necessary to authorize the execution and delivery by the Company of this
Agreement, and the consummation by it of the Transactions, subject in the case of the
Merger, to the adoption of this Agreement by the Required Stockholder Approval and the
filing of the Certificate of Merger. The Required Stockholder Approval is the only vote
or consent of the holders of any class or series of the Company’s capital stock necessary
to approve and adopt this Agreement, approve the Merger and consummate the
Transactions, including the Merger. This Agreement has been duly executed and
delivered by the Company and, assuming due and valid authorization, execution and
delivery hereof by Parent and Merger Sub, is a valid and binding obligation of the
Company enforceable against the Company in accordance with its terms, subject, as to
enforceability, to bankruptcy, insolvency and other Law of general applicability relating
to or affecting creditors’ rights and to general equity principles. The Company Board of
Directors duly and validly adopted resolutions (A) determining that it is in the best
interests of the Company and the stockholders of the Company that the Company enter
into this Agreement and consummate the Transactions, including the Merger, on the
terms and subject to the conditions set forth herein, (B) approving and declaring
advisable this Agreement and the Transactions, including the Merger, (C) directing that
the adoption of this Agreement be submitted to a vote at a meeting of the stockholders of
the Company and (D) recommending that the stockholders of the Company adopt this
Agreement (the “Board Recommendation”).
(ii)
The execution, delivery and performance by the Company of this
Agreement do not, and the consummation of the Merger and the other Transactions and
compliance with the provisions of this Agreement will not, conflict with, or result in any
violation of, or default (with or without notice or lapse of time, or both) under, or give
rise to any right (including a right of termination, cancellation or acceleration of any
obligation or any right of first refusal, participation or similar right) under, or cause the
loss of any benefit under, or result in the creation of any Lien (other than Permitted Liens
and Liens created in connection with any action taken by Parent or Merger Sub or any of
their respective Affiliates) upon any of the properties or assets of the Company or any of
its Subsidiaries under, any provision of (A) the Company Certificate of Incorporation, the
Company Bylaws or the comparable organizational documents of any of the Company’s
Subsidiaries or (B) subject to the filings and other matters referred to in the immediately
following sentence, (1) any Material Contract, or (2) any Law, in each case applicable to
the Company or any of its Subsidiaries or any of their respective properties or assets,
other than, in the case of the foregoing clause (B), any such conflicts, violations, defaults,
rights, losses or Liens that have not had and would not reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect. No consent, approval, order
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or authorization of, or registration, declaration or filing with, or notice to, any
Governmental Entity is required to be obtained or made by or with respect to the
Company or any of its Subsidiaries in connection with the execution, delivery and
performance of this Agreement by the Company or the consummation by the Company
of the Transactions, except for (I) any filings required or advisable under any applicable
non-United States antitrust or competition Law, (II) the filing of the Certificate of Merger
with the Secretary of State of the State of Delaware and (III) such other consents,
approvals, orders, authorizations, registrations, declarations, filings and notices, which, if
not obtained or made would not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect.
(e)

SEC Reports; Financial Statements; Undisclosed Liabilities.

(i)
As of their respective dates of filing, or, if amended or superseded
by a subsequent filing made prior to the date of this Agreement, as of the date of the last
such amendment or superseding filing prior to the date of this Agreement, the SEC
Reports complied in all material respects with the applicable requirements of the
Securities Act, the Exchange Act and the Sarbanes Oxley Act of 2002, as amended, as the
case may be, and the applicable rules and regulations promulgated thereunder, each as in
effect on the date of any such filing. As of the time of filing with the SEC (or, if
amended prior to the date of this Agreement, as of the date of such amendment), none of
the SEC Reports so filed contained any untrue statement of a material fact or omitted to
state a material fact required to be stated therein or necessary in order to make the
statements therein, in light of the circumstances under which they were made, not
misleading, except to the extent that the information in such SEC Reports has been
amended or superseded by a later SEC Report.
(ii)
As of their respective dates, each of the audited and unaudited
consolidated financial statements of the Company (including any related notes thereto)
included in the SEC Reports (A) have been prepared in good faith by the Company in
conformity with the books and records of the Company, (B) have been prepared in
accordance with United States generally accepted accounting principles (“GAAP”)
applied on a consistent basis during the periods involved (except as may be indicated in
the notes thereto) and (C) fairly present in all material respects the consolidated financial
position of the Company and its Subsidiaries as of the respective dates thereof (taking
into account the notes thereto) and the consolidated results of their operations and cash
flows for the periods indicated (taking into account the notes thereto) and subject, in the
case of unaudited financial statements, to normal year-end adjustments.
(iii) Except as set forth in Section 2.01(e)(iii) of the Company
Disclosure Letter, there are no liabilities or obligations of the Company or any of its
Subsidiaries of any nature (whether accrued, absolute, contingent or otherwise), other
than (A) liabilities or obligations reflected or reserved against in the Company’s
unaudited consolidated balance sheet as of December 31, 2017 (or the notes thereto), (B)
liabilities or obligations incurred in the ordinary course of business since December 31,
2017, (C) liabilities or obligations incurred under or in accordance with this Agreement
or in connection with the Transactions and (D) liabilities or obligations that have not had
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and would not reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect.
(f)
Absence of Certain Changes or Events. Since December 31, 2017, (i)
there have not been any changes, effects, events, occurrences or developments (changes, effects,
events, occurrences and developments being collectively referred to as “Changes”) that have had
or would reasonably be expected to have, individually or in the aggregate, a Material Adverse
Effect and (ii) the Company and its Subsidiaries have conducted their respective businesses in
the ordinary course of business. Except as set forth in Section 2.01(f) of the Company
Disclosure Letter, since December 31, 2017, there has not been any action taken by the Company
or any Company Subsidiary that, if taken after the date of this Agreement without Parent’s
consent, would constitute a material breach of Section 3.01.
(g)
Information in the Proxy Statement. The letter to stockholders, notice of
meeting, proxy statement (including the exhibits thereto) and form of proxy that will be provided
to stockholders of the Company in connection with the Merger (including any amendments or
supplements thereto) (collectively, the “Proxy Statement”) will not at the time the Proxy
Statement is first mailed and at the time of the Special Meeting, contain any untrue statement of
a material fact or omit to state any material fact required to be stated therein or necessary to
make the statements therein, in light of the circumstances under which they are made, not
misleading, or to correct any statement made in any earlier communication with respect to the
solicitation of any proxy or approval for the Merger in connection with which the Proxy
Statement shall be mailed, except that no representation or warranty is made by the Company
with respect to information supplied in writing by Parent, Merger Sub or any affiliate of Parent
or Merger Sub expressly for inclusion therein. The Company shall not file the Proxy Statement,
this Agreement or any related documents with the SEC, or post any solicitation materials on any
website (other than the Proxy Statement), without the prior written consent of Parent.
(h)
Litigation. Other than as set forth in Section 2.01(h) of the Company
Disclosure Letter, as of the date hereof, (i) there is no suit, action, claim, arbitration, mediation or
legal, arbitral, administrative or other proceeding (a “Proceeding”) pending or, to the Knowledge
of the Company, threatened against, or to the Knowledge of the Company, any pending or
threatened material governmental or regulatory investigation of, the Company or any of its
Subsidiaries and (ii) there is no injunction, order, judgment, ruling, decree or writ of any
Governmental Entity outstanding or, to the Knowledge of the Company, threatened to be
imposed, against the Company or any of its Subsidiaries.
(i)
Contracts. Section 2.01(i) of the Company Disclosure Letter sets forth a
correct and complete list of the following Contracts (excluding in each case, any Company
Benefit Plan) to which the Company or any of its Subsidiaries is a party or by which the
Company or any of its Subsidiaries is otherwise bound, in each case, as of the date of this
Agreement:
(i)
any Contract that restricts the ability of the Company or any of its
Subsidiaries to compete with any other Person or acquire or dispose of the securities of
another Person;
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(ii)
any Contract that contains a “most favored nation” or any similar
term for the benefit of a third party that restricts the business of the Company or any of its
Subsidiaries in a material manner;
(iii) any Contract that is related to the governance or operation of any
joint venture, partnership or similar arrangement, other than any such Contract solely
between or among any of the Company and any of its Subsidiaries;
(iv)
any Contract that by its terms calls for aggregate payments by the
Company or any of its Subsidiaries of more than $500,000 in any fiscal year period or $2
million in the aggregate over the term of such Contract;
(v)
any Contract that involves, or is reasonably expected in the future
to involve, annual revenues of $500,000 or more;
(vi)

any Company Real Property Lease;

(vii) any Contract for the acquisition or disposition by the Company or
any of its Subsidiaries of properties or assets for, in each case, aggregate consideration of
more than $1 million;
(viii) any Contract under which the Company or any of its Subsidiaries
has advanced or loaned any amount of money to any of its current or former directors,
officers, employees or consultants;
(ix)
any Contract that includes any Affiliate of the Company (other
than a Subsidiary of the Company) as a counterparty or third party beneficiary;
(x)
any Contract pursuant to which any Indebtedness of the Company
or any of the Company’s Subsidiaries is outstanding or may be incurred;
(xi)
any Contract (other than pursuant to Organizational Documents)
providing for indemnification by the Company or any of its Subsidiaries of any officer,
director or employee of the Company;
(xii) any collective bargaining agreement or other Contract with any
labor union, works council or other employee representative body; or
(xiii) any Contract that is a settlement, conciliation, or similar agreement
with any Governmental Entity that imposes any monetary or other material obligation
upon the Company or any of its Subsidiaries after the date of this Agreement
Each such Contract described in the foregoing clauses (i) through (xiii) is referred to herein as a
“Material Contract.” The Company has made available to Parent true, correct and complete
copies of each Material Contract, including all guaranties thereof, if any, and amendments
thereto and modifications thereof. Each of the Material Contracts is valid and binding on the
Company or the Subsidiary of the Company party thereto and, to the Knowledge of the Company
as of the date hereof, each other party thereto, and is in full force and effect, except for such
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failures to be valid and binding or to be in full force and effect that have not had and would not
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect.
There is no default under any Material Contract by the Company or any of its Subsidiaries or, to
the Knowledge of the Company as of the date hereof, by any other party thereto, in each case
except for such defaults that have not had and would not reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect.
(j)
Compliance with Law; Permits.
The Company and each of its
Subsidiaries are in compliance with in all material respects and are not in material default under
or in material violation of any applicable Law. Since January 1, 2016, neither the Company nor
any of its Subsidiaries has received any notice from any Governmental Entity regarding any
material violation of, or failure to comply in all material respects with, any Law. The Company
and its Subsidiaries are in possession of all material franchises, grants, authorizations, licenses,
permits, easements, variances, exceptions, consents, certificates, approvals, clearances,
permissions, qualifications and registrations and orders of all Governmental Entities and have
filed all tariffs, reports, notices, and other documents with all Governmental Entities necessary
for the Company and its Subsidiaries to own, lease and operate their properties and assets and to
carry on their businesses as currently conducted (collectively, “Permits”). All Permits are valid
and in full force and effect and are not subject to any material administrative or judicial
Proceeding that would reasonably be expected to result in material modification, termination or
revocation thereof. The Company is, and each of its Subsidiaries is, in material compliance with
the terms and requirements of such Permits.
(k)

Labor and Employment Matters.

(i)
Neither the Company nor any of its Subsidiaries is a party to any
material collective bargaining agreement or other similar agreement with a labor union,
works council or similar organization. To the Knowledge of the Company, as of the date
hereof, (A) there are no union or other labor organizing activities occurring concerning
any employees of the Company or any of its Subsidiaries and (B) there are no labor
strikes, slowdowns, work stoppages or lockouts pending or threatened in writing against
the Company or any of its Subsidiaries, except, in each case, as has not had and would
not reasonably be expected to have, individually or in the aggregate, a Material Adverse
Effect.
(ii)
The Company and its Subsidiaries are in compliance with all
applicable Law respecting labor, employment, discrimination in employment, terms and
conditions of employment, payroll, worker classification, wages, mandatory social
security schemes, hours and occupational safety and health and employment practices,
other than instances of noncompliance that have not had and would not reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect.
(l)

Employee Benefit Matters.

(i)
Section 2.01(l)(i) of the Company Disclosure Letter sets forth a
complete and accurate list of each material Company Benefit Plan in effect as of the date
of this Agreement.
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(ii)
Except for instances that have not had and would not reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect, (A) each
Company Benefit Plan (and any related trust or other funding vehicle) has been
established, operated and administered in accordance with its terms and is in compliance
with ERISA, the Code and all other applicable Law, (B) all contributions or other
amounts payable by the Company or any of its Subsidiaries with respect to each
Company Benefit Plan in respect of current or prior plan years have been paid or accrued
in accordance with GAAP, (C) each of the Company and its Subsidiaries is in compliance
with ERISA, the Code and all other Laws, in each case, applicable to Company Benefit
Plans and (D) each Company Benefit Plan (and any related trust) that is intended to be
qualified under Section 401(a) of the Code has received a favorable determination or
opinion letter, or has pending or has time remaining in which to file an application for
such determination or opinion from the Internal Revenue Service and no event, condition
or circumstance has occurred that is likely to adversely affect such qualified status.
(iii) Other than as has not had and would not reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect, as of the date hereof,
(A) no Proceedings (other than routine claims for benefits in the ordinary course of
business) are pending or, to the Knowledge of the Company, threatened relating to or
otherwise in connection with any Company Benefit Plan or the assets thereof and (B)
there are no pending or, to the Knowledge of the Company, threatened administrative
investigations, audits or other administrative Proceedings by the Department of Labor,
the Pension Benefit Guaranty Corporation, the Internal Revenue Service or other
Governmental Entity relating to any Company Benefit Plan.
(iv)
None of the Company, any of its Subsidiaries or any Commonly
Controlled Entity of the Company has, within the past six (6) years, sponsored,
maintained, contributed to or been required to maintain or contribute to, or has any
liability under, any employee benefit plan (within the meaning of Section 3(3) of ERISA)
that is (and no Company Benefit Plan is) subject to Section 302 or Title IV of ERISA or
Sections 412 or 4971 of the Code, or is otherwise a defined benefit plan (as defined in
Section 4001 of ERISA).
(v)
The Company has no liability for providing health, medical or life
insurance or other welfare benefits after retirement or other termination of employment
(other than for continuation coverage required under Section 4980(B)(f) of the Code or
other similar applicable Law), except for such liabilities that have not had and would not
reasonably be expected to have, individually or in the aggregate, a Material Adverse
Effect.
(vi)
Except as set forth in Section 2.01(l)(vi) of the Company
Disclosure Letter, none of the execution and delivery of this Agreement or the
consummation of the Merger (alone or in conjunction with any other event, including any
termination of employment on or following the Effective Time) would reasonably be
expected to (A) entitle any current or former director, officer, employee or independent
contractor of the Company or any of its Subsidiaries to any compensation or material
benefit, (B) accelerate the time of payment or vesting, or trigger any payment or funding,
16

of any compensation or material benefits or trigger any other material obligation under
any Company Benefit Plan, (C) result in any material breach or violation of, or material
default under, or limit the Company’s right to amend, modify, terminate or transfer the
assets of, any Company Benefit Plan or (D) directly or indirectly cause the Company to
transfer or set aside any assets to fund any benefits, or otherwise give rise to any material
liability, under any Company Benefit Plan.
(vii) Except as set forth in Section 2.01(l)(vii) of the Company
Disclosure Letter, neither the Company nor any of its Subsidiaries is a party to any
contract, agreement or arrangement that is a “nonqualified deferred compensation plan”
subject to Code Section 409A. Each such nonqualified deferred compensation plan has
been operated since May 19, 2015 in good faith compliance with Code Section 409A and
the guidance and regulations thereunder. There is no contract, agreement, plan or
arrangement to which the Company or any of its Subsidiaries is a party or by which it is
bound to compensate any individual for excise taxes paid pursuant to Code Section 4999
or tax penalties imposed under Section 409A.
(m)
Taxes. Except for those matters that have not had and would not
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect, (i)
all Tax Returns required to be filed by or with respect to the Company or any of its Subsidiaries
have been timely filed (taking into account any extension of time within which to file) and all
such Tax Returns are true and correct and complete, (ii) all Taxes of the Company and its
Subsidiaries that are required to be paid or discharged, other than Taxes being contested in good
faith by appropriate Proceedings, have been timely paid and discharged, (iii) there are no Tax
Liens, other than Permitted Liens, on any asset of the Company or any of its Subsidiaries, (iv) as
of the date hereof, neither the Company nor any of its Subsidiaries has executed any outstanding
waiver of any statute of limitations for the assessment or collection of any Tax, (v) as of the date
hereof, no audit or other examination or Proceeding of, or with respect to, any Tax Return or
Taxes of the Company or any of its Subsidiaries is pending or, to the Knowledge of the
Company, threatened, (vi) none of the Company or any of its Subsidiaries (A) is a party to any
Tax sharing Contract, Tax allocation Contract (excluding in each case any Contracts with
vendors, landlords, and other persons the principal purpose of which is not to address Tax
matters), Tax indemnity Contract or similar Contract or arrangement relating to Taxes, (B) is, or
has been, a member of any consolidated, combined, affiliated, unitary or similar group (including
pursuant to Section 1504 of the Code) for Tax purposes (other than a group of which the
Company is or was the common parent), or (C) has any liability for the Taxes of any other
Person as a transferee or successor, by Contract, pursuant to any law, rule or regulation, or
otherwise, (vii) none of the Company or any of its Subsidiaries 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 (A) change in method of
accounting for a taxable period ending on or prior to the Closing Date made prior to the Closing,
(B) use of an improper method of accounting for a taxable period ending on or prior to the
Closing Date, (C) “closing agreement” as described in Section 7121 of the Code (or any
corresponding or similar provision of any law) executed prior to the Closing, (D) installment sale
or open transaction disposition made prior to the Closing, (E) prepaid amount received or
deferred revenue accrued on or prior to the Closing Date, (F) election under Section 108(i) of the
Code (or any corresponding or similar provision of any law), or (G) election under Section 965
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of the Code, (viii) none of the Company or any of its Subsidiaries is or has been a party to any
“reportable transaction,” as defined in Section 6707A(c)(2) of the Code and Treasury
Regulations Section 1.6011-4(b), (ix) none of the Company or any of its Subsidiaries is party to
any gain recognition agreement under Section 367 of the Code, (x) the Company and each of its
Subsidiaries are in compliance with all applicable transfer pricing laws and regulations, (xi) none
of the Subsidiaries of the Company are a “deferred foreign income corporation” within the
meaning of Section 965(d) of the Code, and (xii) none of the Company or any of its Subsidiaries
has distributed stock of another Person, or has had its stock distributed by another Person, in a
transaction that was intended to be governed in whole or in part by Section 355 of the Code or
Section 361 of the Code.
(n)
Environmental Matters. Except for those matters that are not material to
the Company and its Subsidiaries (taken as a whole): (i) each of the Company and its
Subsidiaries is in compliance with all applicable Environmental Law and, as of the date hereof,
neither the Company nor any of its Subsidiaries has received any written notice, demand,
request, citation, or summons from any Governmental Entity alleging that the Company or any
of its Subsidiaries is in violation of, or has any liability under, any Environmental Law, (ii) each
of the Company and its Subsidiaries possesses and is in compliance with all Permits required
under applicable Environmental Law to conduct its business as currently conducted, and all such
Permits are valid and in good standing, (iii) as of the date hereof, there are no Proceedings
pursuant to any Environmental Law pending or, to the Knowledge of the Company, threatened
against the Company or any of its Subsidiaries, (iv) there have been no releases or threatened
releases of Hazardous Materials at, from, under, or on any property currently or formerly owned,
leased or operated by the Company or any of its Subsidiaries as a result of any activity of the
Company or any of its Subsidiaries, in each case, in a manner that would reasonably be expected
to result in any liability or obligation to conduct any investigation, remediation or other
corrective or response action by the Company or any of its Subsidiaries, (v) neither the Company
nor any of its Subsidiaries is subject to any consent decrees, orders, settlements, or compliance
agreements, or that impose any current or future obligations under Environmental Law and (vi)
neither the Company nor any of its Subsidiaries has transported, disposed, or arranged for the
transportation, storage, treatment or disposal, of any Hazardous Materials at any off-site location
in violation of any Environmental Law; and neither the Company nor any of its Subsidiaries has
assumed or agreed to assume or perform, expressly or by operation of law, the liability of any
other Person under Environmental Law.
(o)
Insurance. The Company and its Subsidiaries maintain, or are entitled to
the benefits of, insurance in such amounts and against such risks as the Company believes to be
customary for companies of a comparable size in the industries in which it and its Subsidiaries
operate. All material insurance policies carried by or covering the Company and its Subsidiaries
with respect to their business, assets and properties are in full force and effect, and, to the
Knowledge of the Company, no notice of cancellation has been given with respect to any such
policy.
(p)

Real Property.

(i)
Section 2.01(p)(i) of the Company Disclosure Letter sets forth a
correct and complete list of all real property leases, subleases or other occupancies used
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by the Company or any of its Subsidiaries or to which any of them is a party as lessee or
lessor (each, a “Company Real Property Lease”). Subject, as to enforceability, to
bankruptcy, insolvency and other Law of general applicability relating to or affecting
creditors’ rights and to general equity principles, each Company Real Property Lease
with respect to material real property leased, subleased, licensed or otherwise occupied
(whether as tenant, subtenant or pursuant to other occupancy arrangements) by the
Company or any of its Subsidiaries (collectively, including the improvements thereon,
the “Company Leased Real Property”) is valid and binding on the Company or the
Subsidiary of the Company party thereto, and, is in full force and effect. There is no
uncured default of any material provision of any Company Real Property Lease by the
Company or any of its Subsidiaries or, to the Knowledge of the Company, by any other
party thereto, and no event has occurred that with the lapse of time or the giving of notice
or both would reasonably be expected to constitute a default thereunder by the Company
or any of its Subsidiaries or, to the Knowledge of the Company, by any other party
thereto, in each case except for such defaults and events that have not had and would not
reasonably be expected to have, individually or in the aggregate, a Material Adverse
Effect. Neither the Company or any of its Subsidiaries has given nor received any
written notice of any breach or default under the Company Real Property Lease. All
rents and other sums due and payable under the Company Real Property Lease have been
paid in full.
(ii)
No Person other than the Company or any of its Subsidiaries has
any right to use, occupy or lease any of the Company Leased Real Property.
(iii) The leasehold interests relating to each Company Real Property
Lease are free and clear of all Liens, other than Permitted Liens.
(iv)
The Company and its Subsidiaries have not received any written
notice from the other party to any Company Real Property Lease of the termination or
proposed termination thereof.
(v)
The Company and its Subsidiaries are not a sublessor or grantor
under any sublease or other instrument granting to any other Person any right to the
possession, lease, occupancy or enjoyment of any Company Leased Real Property.
(vi)
There is no pending or, to the Knowledge of the Company,
threatened condemnation, expropriation, eminent domain or similar proceeding affecting
all or any part of the Company Leased Real Property, and the Company and its
Subsidiaries have not received any written notice thereof.
(vii) The Company and its Subsidiaries are not, and to the Knowledge
of the Company, no other Person is in violation of a condition or agreement contained in
any easement, restrictive covenant or any similar instrument or agreement affecting the
Company Leased Real Property in any material respect.
(viii) To the Knowledge of the Company, there are no proposed
reassessments of any Company Leased Real Property by any Governmental Entity and
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there are no threatened or pending special assessments or other actions or proceedings
that could give rise to a material increase in real property Taxes or assessments against
the Company Leased Real Property.
(ix)
To the Knowledge of the Company, there are no violations of or
outstanding requirements with respect to any Law, covenant, condition, restriction,
easement, license, permit or agreement relating to the Company Leased Real Property or
the use, operation or occupancy thereof and the Company has not received written notice
of any violations of or outstanding requirements with respect to any Law, covenant,
condition, restriction, easement, license, permit or agreement relating to the Company
Leased Real Property or the use, operation or occupancy thereof.
(q)
Intellectual Property. To the Knowledge of the Company, the Company
and its Subsidiaries own or have the right to use all Intellectual Property necessary for the
operation of the business of the Company and its Subsidiaries, except where the failure to own or
have the right to use such Intellectual Property has not had and would not reasonably be expected
to have, individually or in the aggregate, a Material Adverse Effect. To the Knowledge of the
Company, the operation of the business of the Company and its Subsidiaries does not infringe
upon or misappropriate any Intellectual Property of any other Person as of the date of this
Agreement, except for such matters that have not had and would not reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect. The Company and its
Subsidiaries have taken commercially reasonable precautions to protect the secrecy and
confidentiality of the trade secrets and other confidential information owned by the Company
and its Subsidiaries, except where the failure to take reasonable precautions has not had and
would not reasonably be expected to have, individually or in the aggregate, a Material Adverse
Effect.
(r)
Assets. With respect to the material machinery, equipment, furniture,
fixtures and other tangible property and assets purported to be owned, leased or used by the
Company, the Company has good, legal and marketable title or leasehold interest to all such
assets free and clear of all Liens, except Permitted Liens, and such assets are in good repair and
operating condition (normal wear and tear excepted).
(s)
Inventory. All inventory of the Company and its Subsidiaries, whether or
not reflected in the Company’s unaudited consolidated balance sheet as of December 31, 2017,
consists of a quality and quantity usable and salable in the ordinary course of business, except for
obsolete, damaged, defective or slow-moving items, all of which have been written off or written
down to net realizable value or for which adequate reserves have been established in the
Company’s unaudited consolidated balance sheet as of December 31, 2017.
(t)
Accounts Receivable. All accounts receivable reflected in the Company’s
unaudited consolidated balance sheet as of December 31, 2017 constitute bona fide, valid and
binding claims arising in the ordinary course of Company’s business at the aggregate recorded
amount thereof, net of any reserves for bad debt or recoverability, and arose out of arms’ length
transactions with third parties unrelated to Company.
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(u)
Business Practices. The Company and its Subsidiaries conduct, and have
conducted, their respective business in compliance in all material respects with the legal
requirements under the U.S. Foreign Corrupt Practices Act 1977, as amended, and any similar
Laws or regulations in any other jurisdiction, to the extent applicable to the Company and its
Subsidiaries from time to time. Neither the Company, nor any of its Subsidiaries nor any
employee or former employee thereof or other person affiliated with or acting on behalf of the
Company or any Company Subsidiary, has, directly or indirectly, done anything of the following
on behalf of the Company or any Company Subsidiary: (A) used any funds for unlawful
contributions, bribes, kickbacks, gifts, entertainment or other unlawful expenses relating to
political activity; (B) made any unlawful payment to foreign or domestic government officials or
employees or to foreign or domestic political parties or campaigns from funds of the Company or
any Company Subsidiary; (C) established or maintained any unlawful or unrecorded fund of
monies or other assets of the Company or any Company Subsidiary; or (D) made any unlawful
contributions or payments, bribes, kickbacks, gifts, entertainment or other unlawful expenses of a
similar or comparable nature to any Person whether in money, property or services, to obtain
favorable treatment in securing business or to obtain special concessions, or to pay for favorable
treatment for business secured or for special concessions already obtained.
(v)
Brokers and Other Advisors. No broker, investment banker, financial
advisor or other Person, other than Stifel, Nicolaus & Company, Incorporated, is entitled to any
broker’s, finder’s or financial advisor’s fee or commission in connection with the Merger and the
other Transactions.
(w)
Opinions of Financial Advisors. The Company Board of Directors has
received an opinion of Duff & Phelps, LLC, dated as of the date hereof, to the effect that, as of
the date of such opinion, the consideration to be paid to the holders of Shares (other than
Cancelled Shares and Dissenting Shares) pursuant to this Agreement is fair, from a financial
point of view, to such holders and an executed copy of such opinion has been provided to Parent
for information purposes only.
(x)
State Takeover Statutes. Assuming the accuracy of the representations
and warranties in Section 2.02(f), the Company Board of Directors has taken all action necessary
to render inapplicable to this Agreement and the Transactions the restrictions on business
combinations and voting requirements contained in Section 203 of the DGCL.
(y)
No Insolvency. Except as set forth in Section 2.01(y) of the Company
Disclosure Letter, no insolvency or similar Proceedings have been, or have been threatened in
writing to be, opened over the assets of the Company or any Subsidiary of the Company.
(z)
No Other Representations or Warranties. Except for the representations
and warranties contained in Section 2.02, the Company acknowledges that neither Parent,
Merger Sub nor any other Person on behalf of Parent or Merger Sub makes any express or
implied representation or warranty with respect to Parent or Merger Sub or with respect to any
other information provided to the Company.
Section 2.02 Representations and Warranties of Parent and Merger Sub. Except as set
forth in the Parent Disclosure Letter (it being agreed that disclosure of any item in any section or
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subsection of the Parent Disclosure Letter shall also be deemed disclosure with respect to any
other section or subsection of this Agreement to which the relevance of such item is reasonably
apparent), Parent and Merger Sub each represent and warrant to the Company as follows:
(a)
Organization, Standing and Corporate Power. Each of Parent and Merger
Sub is a legal entity duly organized, validly existing and in good standing under the Law of its
respective jurisdiction of organization and has all requisite corporate power and authority to
carry on its business as currently conducted and is duly qualified or licensed to do business and
is in good standing (where such concept is recognized under applicable Law) in each jurisdiction
where the nature of its business or the ownership, leasing or operation of its properties makes
such qualification or licensing necessary, other than where the failure to be so qualified, licensed
or in good standing would not, individually or in the aggregate, reasonably be expected to
prevent, materially delay or impair the ability of Parent or Merger Sub to consummate the
Merger and the other Transactions. Parent has made available to the Company prior to the
execution of this Agreement a true and complete copy of the organizational documents of Parent
(the “Parent Organizational Documents”), and the comparable organizational documents of
Merger Sub, in each case as amended and in effect as of the date of this Agreement.
(b)

Authority; Noncontravention.

(i)
Each of Parent and Merger Sub has all requisite corporate power
and authority to execute and deliver, and perform its obligations under, this Agreement
and to consummate the Transactions. The execution, delivery and performance of this
Agreement by Parent and Merger Sub and the consummation by Parent and Merger Sub
of the Transactions have been duly authorized by all necessary corporate action on the
part of each of Parent and Merger Sub. This Agreement has been duly executed and
delivered by each of Parent and Merger Sub and, assuming the due authorization,
execution and delivery by the Company, constitutes a legal, valid and binding obligation
of each of Parent and Merger Sub, enforceable against each of Parent and Merger Sub in
accordance with its terms, subject, as to enforceability, to bankruptcy, insolvency and
other Law of general applicability relating to or affecting creditors’ rights and to general
equity principles. The board of directors of Parent duly and validly adopted resolutions
determining that this Agreement and the Transactions, including the Merger, and the
board of directors of Merger Sub duly and validly adopted resolutions (A) determining
that it is in the best interests of Merger Sub and its stockholder that the Company enter
into this Agreement and consummate the Merger and the other Transactions on the terms
and subject to the conditions set forth in this Agreement, (B) approving this Agreement
and the Transactions, including the Merger and (C) recommending that the sole
stockholder of Merger Sub adopt this Agreement, which resolutions of Parent and Merger
Sub, in each case, have not been rescinded, modified or withdrawn in any way. No vote
of the holders of any class or series of capital stock of Parent is necessary for Parent to
adopt this Agreement and approve and consummate the Merger and the other
Transactions.
(ii)
The execution, delivery and performance by Parent and Merger
Sub of this Agreement do not, and the consummation of the Merger and the other
Transactions and compliance with the provisions of this Agreement will not, conflict
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with, or result in any violation of, or default (with or without notice or lapse of time, or
both) under, or give rise to any right (including a right of termination, cancellation or
acceleration of any obligation or any right of first refusal, participation or similar right)
under, or cause the loss of any benefit under, or result in the creation of any Lien upon
any of the properties or assets of Parent or Merger Sub or any of their respective
Subsidiaries under, any provision of (A) the Parent Organizational Documents or the
comparable organizational documents of any of Parent’s Subsidiaries, including Merger
Sub, (B) subject to the filings and other matters referred to in the immediately following
sentence, (1) any material Contract to which Parent or Merger Sub or any of their
respective Subsidiaries is a party or by which any of their respective properties or assets
are bound or (2) any Law applicable to Parent or Merger Sub or any of their respective
Subsidiaries or any of their respective properties or assets, other than, in the case of
foregoing clause (B), any such conflicts, violations, defaults, rights, losses or Liens that
would not, individually or in the aggregate, reasonably be expected to prevent, materially
delay or impair the ability of Parent or Merger Sub to consummate the Merger and the
other Transactions. No consent, approval, order or authorization of, or registration,
declaration or filing with, or notice to, any Governmental Entity is required to be
obtained or made by or with respect to Parent or Merger Sub or any of their respective
Subsidiaries in connection with the execution, delivery and performance of this
Agreement by Parent and Merger Sub or the consummation by Parent and Merger Sub of
the Transactions, except for (I) any filings required or advisable under any applicable
non-United States antitrust or competition Law, (II) the filing of the Certificate of Merger
with the Secretary of State of the State of Delaware and (III) such other consents,
approvals, orders, authorizations, registrations, declarations, filings and notices, the
failure of which to be obtained or made would not, individually or in the aggregate,
reasonably be expected to prevent, materially delay or impair the ability of Parent or
Merger Sub to consummate the Merger and the other Transactions.
(c)
Litigation. Except as has not prevented, materially delayed or impaired,
and would not reasonably be expected to prevent, materially delay or impair, the ability of Parent
or Merger Sub to consummate the Merger and the other Transactions, as of the date hereof, (i)
there is no Proceeding pending or, to the Knowledge of Parent, threatened against, or to the
Knowledge of Parent, any pending or threatened material governmental or regulatory
investigation of, Parent or any of its Subsidiaries and (ii) there is no injunction, order, judgment,
ruling, decree or writ of any Governmental Entity outstanding or, to the Knowledge of Parent,
threatened to be imposed, against Parent or any of its Subsidiaries.
(d)
Brokers and Other Advisors. No broker, investment banker, financial
advisor or other Person is entitled to any broker’s, finder’s or financial advisor’s fee or
commission in connection with the Merger and the other Transactions based upon arrangements
made by or on behalf of Parent or Merger Sub.
(e)
Ownership and Operation of Merger Sub. The authorized capital stock of
Merger Sub consists solely of 100 shares of common stock, par value $0.001 per share, 100 of
which are validly issued and outstanding as of the date hereof. All of the issued and outstanding
capital stock of Merger Sub is, and at and immediately prior to the Effective Time will be,
owned by Parent. Merger Sub has been formed solely for the purpose of engaging in the
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Transactions and prior to the Effective Time will have engaged in no other business activities
and will have no assets, liabilities or obligations of any nature other than those incident to its
formation pursuant to this Agreement and the Merger and the other Transactions.
(f)
Ownership of Shares and Derivatives. None of Parent, Merger Sub or any
of their Subsidiaries beneficially owns (as defined in Rule 13d-3 under the Exchange Act) any
Shares or any securities that are convertible into or exchangeable or exercisable for Shares, or
holds any rights to acquire or vote any Shares, or any option, warrant, convertible security, stock
appreciation right, swap agreement or other security, contract right or derivative position,
whether or not currently exercisable, that provides Parent, Merger Sub, or any of their respective
Subsidiaries with an exercise or conversion privilege or a settlement payment or mechanism at a
price related to the value of the Shares or a value determined in whole or part with reference to,
or derived in whole or part from, the value of the Shares, in any case without regard to whether
(i) such derivative conveys any voting rights in such securities to such Person, (ii) such
derivative is required to be, or capable of being, settled through delivery of securities or (iii) such
Person may have entered into other transactions that hedge the economic effect of such
derivative. None of Parent, Merger Sub or any of their Subsidiaries has beneficially owned
during the three (3) years immediately preceding the date of this Agreement a number of Shares
that would make it an “interested stockholder” (as such term is defined in Section 203 of the
DGCL) of the Company.
(g)

Equity Commitment Letter.

(i)
As of the date of this Agreement, Parent has delivered to the
Company a true, correct and complete copy of the executed Equity Commitment Letter,
dated as of the date of this Agreement, pursuant to which the Equity Financing Sources
have committed, subject to the terms and conditions thereof, to invest in Parent, directly
or indirectly, the cash amounts set forth therein for the purpose of funding the
Transactions (such financing, the “Equity Financing”).
(ii)
The Equity Financing will be sufficient to satisfy all of the
payment obligations of Parent and Merger Sub under this Agreement at the Closing,
including paying the aggregate Per Share Merger Consideration to the holders of Shares
pursuant to Section 1.04(a), all amounts payable to holders of Company RSUs and
Company Options and otherwise pursuant to Section 1.05 and all fees and expenses of
Parent, Merger Sub and the Surviving Corporation in connection with the Merger and the
other Transactions.
(iii) As of the date of this Agreement, the Equity Commitment Letter
(in the form delivered by Parent to the Company) is in full force and effect and
constitutes the legal, valid and binding obligations of Parent, Merger Sub and the Equity
Financing Sources, as applicable, enforceable against Parent, Merger Sub and the Equity
Financing Sources, as applicable, in accordance with its terms.
(h)
Access to Information. Each of Parent and Merger Sub has conducted its
own independent investigation and analysis of the business, operations, assets, liabilities, results
of operations, condition and prospects of the Company and its Subsidiaries and it and its
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Representatives have received access to such books, records and facilities, equipment, Contracts
and other assets of the Company and its Subsidiaries that it and its Representatives have
requested for such purposes and that it and its Representatives have had the opportunity to meet
with management of the Company to discuss the foregoing, and it and its Representatives have
not relied on any representation, warranty, or any other statement by any Person on behalf of the
Company or any of its Subsidiaries, other than the representations and warranties expressly set
forth in Section 2.01.
(i)
Solvency. Assuming (x) the Company is Solvent prior to the Effective
Time and (y) the accuracy of the representations and warranties of the Company set forth in
Article II hereof, immediately after giving effect to the Transactions and payment of all fees and
expenses of, and any other amounts payable by, Parent, Merger Sub and the Surviving
Corporation in connection with the Merger and the Transactions, each of Parent, the Surviving
Corporation and the Subsidiaries of the Surviving Corporation will be Solvent as of and
immediately after the Effective Time.
(j)
Information in the Proxy Statement. None of the information supplied by
Parent, Merger Sub or any affiliate or Representative of Parent or Merger Sub, expressly for
inclusion or incorporation by reference in the Proxy Statement (or any amendment thereof or
supplement thereto) will at the time the Proxy Statement is first mailed and at the time of the
Special Meeting, contain any untrue statement of a material fact or omit to state any material fact
required to be stated therein or necessary in order to make the statements made therein, in light
of the circumstances under which they are made, not misleading. Neither Parent nor Merger Sub
makes any representation or warranty with respect to any information supplied by any other
Person that is included in the Proxy Statement.
(k)
No Other Representations or Warranties. Except for the representations
and warranties contained in Section 2.01, each of Parent and Merger Sub acknowledges that
neither the Company nor any other Person on behalf of the Company makes any express or
implied representation or warranty with respect to the Company or with respect to any other
information provided to Parent or Merger Sub, including any information, documents,
projections, forecasts or other material made available to Parent or Merger Sub or their
Representatives in any virtual data room maintained by or on behalf of the Company or any
confidential information package or management presentations in expectation of the
Transactions, including with respect to the completeness, accuracy or currency of any such
information.
ARTICLE III
COVENANTS RELATING TO CONDUCT OF BUSINESS
Section 3.01

Conduct of Business Pending the Merger.

(a)
From the date of this Agreement until the earlier of the Effective Time and
the termination of this Agreement in accordance with Article VI, except as otherwise expressly
contemplated by this Agreement, set forth in Section 3.01(a) of the Company Disclosure Letter,
required by applicable Law, or consented to in writing by Parent (such consent not to be
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unreasonably withheld, conditioned or delayed), (x) the Company shall, and shall cause each of
its Subsidiaries to, carry on its business in the ordinary course and shall use commercially
reasonable efforts to preserve substantially intact its current business organizations and to
preserve its relationships with significant customers and suppliers, and (y) without limiting the
foregoing, the Company shall not, and shall not permit any of its Subsidiaries to:
(i)
declare, set aside or pay any dividends on, or make any other
distributions (whether in cash, stock or property) in respect of, any of its capital stock,
other than dividends or distributions by a Subsidiary of the Company;
(ii)
split, combine or reclassify any of its capital stock or issue or
authorize the issuance of any other securities in respect of, in lieu of, or in substitution for
shares of its capital stock, other than transactions solely between or among the Company
and its Subsidiaries;
(iii) purchase, redeem or otherwise acquire any shares of its or its
Subsidiaries’ capital stock or other securities, or any rights, warrants or options to acquire
any such shares or other securities, other than (A) the withholding of Shares to satisfy
Tax obligations or the exercise price with respect to awards granted pursuant to the
Company Equity Award Plans and (B) the acquisition by the Company of awards granted
pursuant to the Company Equity Award Plans in connection with the forfeiture of such
awards or rights, in each case, that are outstanding as of the date hereof and in accordance
with their terms as of the date hereof or granted after the date hereof in accordance with
this Agreement;
(iv)
issue, deliver, sell, pledge, dispose of, encumber or subject to any
Lien any shares of its capital stock, ownership interests, any other voting securities (other
than the issuance of shares by a wholly owned Subsidiary of the Company to the
Company or another wholly owned Subsidiary of the Company), or any securities
convertible into, exercisable or exchangeable for, or any rights, warrants or options to
acquire, any such shares, ownership interests, voting securities or convertible securities or
any “phantom” stock, “phantom” stock rights, stock appreciation rights or stock-based
performance units, other than (A) upon the vesting or settlement of Restricted Shares,
Company RSUs and Company Options granted under the Company Equity Award Plans
and (B) Shares purchased pursuant to the Employee Stock Purchase Plan that are
outstanding as of the date hereof or granted after the date hereof in accordance with this
Agreement, in each case, vested or settled in accordance with their terms;
(v)
amend (A) the Company Certificate of Incorporation or the
Company Bylaws or (B) the comparable organizational documents of any Subsidiary of
the Company, in each case, in any material respect;
(vi)
acquire any business, whether by merger, consolidation, purchase
of property or assets (including equity interests) or otherwise;
(vii) sell, license, lease, transfer, assign, divest, cancel, abandon or
otherwise dispose of any of its properties, rights or assets other than (A) sales, licenses or
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other dispositions of assets in the ordinary course of business, (B) sales, transfers and
dispositions of obsolete, non-operating or worthless assets or properties and (C) sales,
leases, transfers or other dispositions made in connection with any transaction among the
Company and its Subsidiaries or among its Subsidiaries;
(viii) mortgage, pledge, hypothecate, grant any security interest in, or
otherwise willfully subject to any other Lien other than Permitted Liens, any material
assets of the Company or any of its Subsidiaries;
(ix)
incur any Indebtedness under the Existing Credit Facility as in
effect on the date of this Agreement (including principal plus related accrued interest and
fees) in excess of $29,400,000;
(x)
(A) except as permitted in Section 3.01(a)(ix), incur any
Indebtedness (including for this purpose any Indebtedness evidenced by notes,
debentures, bonds, capitalized leases or other similar instruments, or secured by any lien
on any property, obligations under any title retention agreement and obligations under
letters of credit or similar credit transaction), (B) issue and sell options, warrants, calls or
other rights to acquire any debt securities of the Company, enter into any “keep well” or
other Contract to maintain any financial statement or similar condition of another person
or enter into any arrangement having the economic effect of any of the foregoing, or (C)
make any loans, advances or capital contributions to, or investments in, any other Person;
(xi)
settle any claim, investigation, Proceeding or litigation with a
Governmental Entity or third party, in each case, threatened, made or pending against the
Company or any of its Subsidiaries, other than the settlement of claims, investigations,
Proceedings or litigation made in the ordinary course of business or for an amount
(excluding any amounts that are covered by any insurance policies of the Company or its
Subsidiaries, as applicable) not in excess of the amount reflected or reserved therefor in
the most recent financial statements (or the notes thereto) of the Company included in the
SEC Reports;
(xii) settle any dispute with respect to, or otherwise agree that the
Company has become obligated under, any “earn-outs” or “seller notes” payable with
respect to any prior acquisition of any business, assets or securities by the Company or its
Subsidiaries;
(xiii) waive, relinquish, release, grant, transfer or assign any right of
material value or waive any material benefits of, or agree to modify in any adverse
respect, or fail to enforce, or consent to any matter with respect to which its consent is
required under, any confidentiality or similar Contract to or by which the Company is a
party or bound;
(xiv) (A) grant to any employee, director or executive officer any
increase in compensation or pay, or award any bonuses or incentive compensation, (B)
grant to any current or former director, executive officer or employee any increase in
severance, retention or termination pay, (C) grant or amend any equity awards, (D) enter
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into any new, or modify any existing, employment or consulting agreement with any
current or former employee, director, executive officer or individual consultant, (E)
establish, adopt, enter into or amend any collective bargaining agreement or Company
Benefit Plan or (F) take any action to accelerate, or commit to accelerate, any rights or
benefits under any Company Benefit Plan; provided, however, that the foregoing shall
not restrict the Company or any of its Subsidiaries from hiring new employees having an
annual base salary that is less than $150,000 in the ordinary course of business;
(xv) other than as required (A) by GAAP (or any interpretation thereof),
including pursuant to standards, guidelines and interpretations of the Financial
Accounting Standards Board or any similar organization or (B) by Law, including
pursuant to SEC rule or policy, make any change in accounting methods, principles or
practices affecting the consolidated assets, liabilities or results of operations of the
Company;
(xvi) other than as required by applicable Law, (A) make, change or
rescind any material Tax election, (B) settle or compromise any Tax liability or consent
to any claim or assessment relating to any amount of Taxes, (C) file any amended Tax
Return reflecting an increase in the amount of Taxes or (D) enter into any closing
agreement relating to any amount of Taxes;
(xvii) enter into any contract that would constitute a Material Contract if
in existence on the date hereof, or modify, amend or terminate any Material Contract to
which the Company or any of the Company’s Subsidiaries is a party in any manner;
(xviii) communicate in writing with employees of the Company or any of
its Subsidiaries regarding the compensation or benefits that they will receive in
connection with the Transactions, unless any such communications are consistent with
this Agreement, prior directives or documentation provided to Parent by the Company (in
which case, the Company shall provide Parent with prior notice of and the opportunity to
review and comment upon any such communications);
(xix) adopt or enter into a plan of complete or partial liquidation,
dissolution, merger, consolidation, restructuring, recapitalization or other reorganization,
other than the Merger and any other mergers, consolidations, restructurings,
recapitalizations or other reorganizations solely among the Company and its wholly
owned Subsidiaries or among its wholly owned Subsidiaries; or
(xx) authorize any of, or commit or agree to take any of, the foregoing
actions prohibited pursuant to clauses (i) through (xix) of this Section 3.01(a).
Section 3.02 Transition Committee. As promptly as practicable after the date of this
Agreement and to the extent permitted by applicable Law, the Company and Parent shall create a
special transition committee to oversee integration planning. This transition committee shall be
tasked with assisting management of the Company with implementing plans and programs to
improve profitability, increase inventory, identify acquisition targets and improve the Company’s
performance and outlook. This transition committee shall be co-chaired by a member of the
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Company Board of Directors and a designee of Parent and shall be composed of individuals
identified by Parent with relevant industry or financial experience.
Section 3.03

Acquisition Proposals.

(a)
No Solicitation or Negotiation. Except as permitted by this Section 3.03,
neither the Company nor any of its Subsidiaries nor any of the directors and officers of it or its
Subsidiaries shall, and the Company shall instruct and cause its and its Subsidiaries’ respective
employees, investment bankers, attorneys, accountants and other advisors (such directors,
officers, investment bankers, attorneys, accountants and other such advisors, collectively,
“Representatives”) not to, directly or indirectly, (i) initiate, solicit or knowingly encourage or
facilitate any Acquisition Proposal or the making of any proposal that could reasonably be
expected to lead to an Acquisition Proposal or (ii) participate in any discussions or negotiations
regarding, or furnish or provide any non-public information to any Person in connection with,
any Acquisition Proposal, (iii) grant any waiver, amendment or release under any standstill or
similar agreement or fail to enforce any such agreement, or (iv) resolve or agree to do any of the
foregoing. Promptly following the execution and delivery of this Agreement on the date hereof,
the Company shall (A) cease and cause to be terminated all discussions or negotiations of the
Company, its Affiliates and its and their Representatives with any Person conducted heretofore
with respect to any Acquisition Proposal, or any inquiry or proposal that could reasonably be
expected to lead to, or result in, an Acquisition Proposal, (B) terminate all access by any Person
to any physical or electronic data room relating to any potential acquisition transaction and (C)
request the prompt return or destruction of any confidential information provided to any Person
within the twelve (12) months immediately preceding the date of this Agreement in connection
with any Acquisition Proposal. It is agreed that any violation of the restrictions set forth in this
Section 3.03(a) by any Representative of the Company or any of its Affiliates shall constitute a
breach of this Section 3.03(a) by the Company.
(b)
Information Exchange; Discussions or Negotiation. Notwithstanding
anything to the contrary contained in Section 3.03(a), in the event that, (i) at any time prior to
obtaining the Required Stockholder Approval, the Company receives from any Person either an
unsolicited, bona fide Acquisition Proposal or a request of the Company to waive a legal
contractual prohibition (a “Waiver”) which is necessary to permit a person to make an
unsolicited, bona fide Acquisition Proposal (provided that such Acquisition Proposal or request
for a Waiver was made after the date of this Agreement and did not result from a breach of this
Section 3.03), and (ii) the Company Board of Directors after consultation with the Company’s
outside legal counsel and financial advisor, determines in good faith that such underlying
Acquisition Proposal is, or would reasonably be expected to lead to, a Superior Proposal and that
the failure to take such action would be inconsistent with the directors’ fiduciary duties under
applicable Law, the Company may (A) furnish or provide information to the Person making such
Acquisition Proposal and its Representatives pursuant to a customary confidentiality agreement
or effect a Waiver; provided, however, that the Company shall as promptly as is reasonably
practicable (and in any event within 48 hours) make available to Parent and Merger Sub (x) any
written material non-public information concerning the Company or its Subsidiaries that is
provided to any Person pursuant to this Section 3.03(b)(i)(A) to the extent such information was
not previously made available to Parent or Merger Sub or (y) written notice of the Person making
a Waiver request, (B) engage in discussions and negotiations the Person making such
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Acquisition Proposal and its Representatives with respect to such Acquisition Proposal and the
Company Board of Directors may resolve or agree to do any of the foregoing contained in this
Section 3.03(b) or (C) grant the requested Waiver.
(c)
No Change in Recommendation. Except as set forth in Section 3.03(d),
the Company Board of Directors (and any committee of the Company Board of Directors) shall
not (i) withhold, withdraw (or not continue to make), qualify or modify, or publicly propose to
withhold, withdraw (or not continue to make), qualify or modify, in a manner adverse to Parent
or Merger Sub, the approval or recommendation by the Company Board of Directors of this
Agreement or the Merger, (ii) take any action to exempt any Person (other than Parent and its
Affiliates) from any applicable state takeover statute, (iii) approve, adopt or recommend any
Acquisition Proposal, or propose publicly to approve, adopt or recommend, any Acquisition
Proposal, (iv) fail to include the Board Recommendation in the Proxy Statement, (v) fail to
publicly reaffirm the Board Recommendation within five (5) Business Days after Parent so
requests in writing, or (vi) fail to recommend against any Acquisition Proposal in a
solicitation/recommendation statement within five (5) Business Days after the commencement of
a tender or exchange offer containing such Acquisition Proposal (any action described in the
foregoing clauses (i) through (vi) being referred to as a “Change in Recommendation”). Except
as set forth in Section 3.03(d), the Company Board of Directors (and any committee of the
Company Board of Directors) shall not allow the Company or any of its Subsidiaries to execute
or enter into any letter of intent, memorandum of understanding, agreement in principle, merger
agreement, acquisition agreement, option agreement, joint venture agreement, alliance
agreement, partnership agreement or other definitive agreement (other than a customary
confidentiality agreement) with any Person with respect to an Acquisition Proposal or which
requires the Company to abandon, terminate or fail to consummate the Merger, or which requires
the Company to fail to comply with this Section 3.03 (an “Alternative Acquisition Agreement”).
(d)
Exceptions. Notwithstanding the provisions of Section 3.03(c), at any
time prior to obtaining the Required Stockholder Approval (i) the Company Board of Directors
may effect a Change in Recommendation or terminate this Agreement in accordance with
Section 6.01(c)(i) in response to a Superior Proposal actually received by the Company if (A) the
Company Board of Directors shall have determined in good faith, after consultation with the
Company’s outside legal counsel and financial advisor, that such Acquisition Proposal is a
Superior Proposal and that the failure to take such action would be inconsistent with the
directors’ fiduciary duties under applicable Law, (B) the Company has notified Parent in writing
that it intends to take such action, describing in reasonable detail the reasons for such actions (a
“Change in Recommendation Notice”) and provided the identity of the Person making such
Superior Proposal and a copy of any written inquiry, proposal, offer and proposed transaction
agreements received by the Company or its Representatives from such Person or its
Representatives in connection therewith, (C) the Company shall have made its Representatives
available to negotiate with Parent’s Representatives regarding any proposed modifications to the
terms and conditions of this Agreement during the five (5) Business Day period immediately
following delivery by the Company to Parent of such Change in Recommendation Notice and
during such five (5) Business Day period, if requested by Parent, the Company shall have
engaged in good faith negotiations with Parent regarding changes proposed by Parent to the
terms of this Agreement intended to cause such Acquisition Proposal to no longer constitute a
Superior Proposal, and (D) if Parent shall have delivered to the Company an irrevocable written
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proposal to alter the terms or conditions of this Agreement during such five (5) Business Day
period, the Company Board of Directors shall have determined in good faith, after consultation
with the Company’s outside legal counsel and financial advisors, after considering the terms of
such offer by Parent, that the failure to take such action would still be inconsistent with the
directors’ fiduciary duties under applicable Law; provided that the Company Board of Directors
may not take such action pursuant to this clause (i) if any such Superior Proposal resulted from a
material breach by the Company of this Section 3.03; provided, further, that every subsequent
material revision or material modification to such Superior Proposal shall require a new Change
in Recommendation Notice sent by the Company to Parent pursuant to the preceding clause (B)
and a new three (3) Business Day “matching” period under the preceding clauses (C) and (D) in
lieu of another five (5) Business Day “matching” period as initially provided under the preceding
clauses (C) and (D); and (ii) other than in connection with an Acquisition Proposal (which shall
be governed by the immediately preceding clause (i)), the Company Board of Directors may
effect a Change in Recommendation in response to a Company Intervening Event if (A) the
Company Board of Directors shall have determined in good faith after consultation with the
Company’s outside legal counsel, that a Company Intervening Event has occurred and that the
failure to effect a Change in Recommendation would be inconsistent with the directors’ fiduciary
duties under applicable Law, (B) the Company has delivered to Parent a Change in
Recommendation Notice stating that it intends to effect a Change in Recommendation describing
in reasonable detail the reasons for such Change in Recommendation (including the material
facts and circumstances related to the applicable Company Intervening Event), (C) the Company
shall have made its Representatives available to negotiate with Parent’s Representatives
regarding any proposed modifications to the terms and conditions of this Agreement during the
four (4) Business Day period immediately following delivery by the Company to Parent of such
Change in Recommendation Notice and during such four (4) Business Day period, if requested
by Parent, the Company shall have engaged in good faith negotiations with Parent regarding
changes proposed by Parent to the terms of this Agreement intended to obviate the need for the
Company Board of Directors to effect such Change in Recommendation and (D) if Parent shall
have delivered to the Company an irrevocable written proposal to alter the terms or conditions of
this Agreement during such four (4) Business Day period, the Company Board of Directors shall
have determined in good faith after consultation with the Company’s outside legal counsel, after
considering the terms of such irrevocable written proposal by Parent, that the failure to effect a
Change in Recommendation would still be inconsistent with the directors’ fiduciary duties under
applicable Law.
(e)
Notice. The Company shall promptly (and in any event within 24 hours)
advise Parent in writing in the event that the Company receives any Acquisition Proposal, and in
connection with such notice, if applicable, provide to Parent the material terms and conditions
(including the identity of the Person making any such Acquisition Proposal) of any such
Acquisition Proposal. The Company shall (i) keep Parent reasonably informed on a reasonably
current basis of the status of any such Acquisition Proposal, (ii) promptly (and in any event
within 24 hours) notify Parent in writing of any material change to the material terms of any such
Acquisition Proposal or any determination by the Company Board of Directors pursuant to
Section 3.03(b), (iii) promptly (and in any event within 24 hours) notify Parent in writing if, to
the Company’s Knowledge, such Person has advised the Company in writing of its final decision
not to pursue such Acquisition Proposal and (iv) provide to Parent as soon as practicable (and in
any event within 24 hours) after receipt or delivery thereof any written indication of interest (or
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amendment thereto) or any written material that constitutes an Acquisition Proposal (or
amendment thereto) including copies of any proposed Alternative Acquisition Agreements and
any financing commitments related thereto.
(f)
Certain Permitted Disclosure. Nothing contained in this Section 3.03 or
elsewhere in this Agreement shall prevent the Company or the Company Board of Directors
from (i) issuing a “stop, look and listen” communication of the type described in Rule 14d-9(f)
under the Exchange Act, making a statement of the type contemplated by Item 1012(a) of
Regulation M-A under the Exchange Act or otherwise making a statement of the type
contemplated by Rule 14d-9 and Rule 14e-2 under the Exchange Act with respect to an
Acquisition Proposal or (ii) making any disclosure to the Company’s stockholders if the
Company Board of Directors determines (after consultation with its outside legal counsel) that
the failure to take such action would be inconsistent with the directors’ fiduciary duties under
applicable Law; provided that, in each case, any such disclosure (other than a “stop, look and
listen” communication) shall be deemed to be a Change in Recommendation unless the
Company Board of Directors expressly publicly reaffirms the Board Recommendation.
Section 3.04

Stockholder Meeting; Preparation of Proxy Statement.

(a)
The Company shall promptly prepare the Proxy Statement to be sent to the
stockholders of the Company in connection with a special meeting of the Company’s
stockholders (the “Special Meeting”) to be called for the sole purpose of obtaining the Required
Stockholder Approval. Parent shall, upon request, furnish to the Company with all information
concerning itself and such other matters as may be reasonably necessary or advisable in
connection with the Proxy Statement. The Company shall provide Parent with a reasonable
opportunity to comment on the Proxy Statement and shall incorporate all changes reasonably
requested by Parent. The Company shall use its best efforts to cause the Proxy Statement to be
provided to Broadridge Corporate Issuer Solutions Inc. for mailing to the Company’s
stockholders by 5:00 p.m., EST, on the fifth (5th) Business Day after the date of this Agreement.
If, at any time prior to the Special Meeting, any event occurs that is required to be set forth in an
amendment or supplement to the Proxy Statement and such event is known by Parent or the
Company, Parent or the Company, as the case may be, shall promptly inform the other of such
occurrence and cooperate in mailing to stockholders of the Company, such amendment or
supplement, which amendment or supplement shall be approved by Parent in writing prior to is
mailing or use. Without the prior written consent of Parent, the Company shall not amend or
modify the list of proposed matters to be voted on at the Special Meeting.
(b)
In accordance with the Company’s Certificate of Incorporation and
Company Bylaws and applicable Law, the Company has established a record date of February
27, 2018 for the Special Meeting and, pursuant to the Proxy Statement, the Company shall duly
call, give notice of, convene and hold the Special Meeting on April 9, 2018. Until the earlier of
(i) the date that the Required Stockholder Approval is obtain and (ii) the termination of this
Agreement by the Company pursuant to Section 6.01(c)(i), the Company shall use its reasonable
best efforts to solicit proxies in favor of the adoption of this Agreement and shall ensure that all
proxies solicited by the Company in connection with the Special Meeting are solicited in
compliance with all applicable Laws.
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(c)
Notwithstanding anything to the contrary contained in this Agreement, the
Company may only adjourn or postpone the Special Meeting (i) to the extent Parent and the
Company mutually agree that it is necessary to ensure that any required supplement or
amendment to the Proxy Statement is provided to the Company’s stockholders within a
reasonable amount of time in advance of the Special Meeting, (ii) if Parent and the Company
mutually agree that, as of the time for which the Special Meeting is originally scheduled (as set
forth in the Proxy Statement), there are insufficient Shares represented (either in person or by
proxy) (A) to constitute a quorum necessary to conduct business at the Special Meeting or (B)
obtain the Required Stockholder Approval or (iii) with Parent’s written consent. Except as
specifically permitted by Section 3.03(d), the Company Board of Directors shall continue to
recommend that the Company’s stockholders vote in favor of the adoption of this Agreement.
Unless this Agreement shall have been terminated in accordance with Section 6.01, the Company
shall submit the agreement of merger contained in this Agreement to its stockholders for
adoption without regard to whether the Company Board of Directors has withdrawn, modified or
qualified, or has publicly proposed to withdraw, modify or qualify, in a manner adverse to Parent
or Merger Sub, the Board Recommendation.
ARTICLE IV
ADDITIONAL AGREEMENTS
Section 4.01 Certain Filings. Upon the terms and subject to the conditions of this
Agreement, the Company and Parent shall cooperate with one another (i) in connection with the
preparation of the Proxy Statement, and (ii) in taking such actions or making any such filings,
furnishing information reasonably required in connection with the Proxy Statement.
Section 4.02

Filings; Other Actions; Notification.

(a)
Cooperation. Subject to the terms and conditions set forth in this
Agreement, the Company and Parent shall cooperate with each other and use (and shall cause
their respective Subsidiaries to use) their respective reasonable best efforts to take or cause to be
taken all actions, and do or cause to be done all things, reasonably necessary and proper on their
part under this Agreement and applicable Law to make effective the Merger and the other
Transactions as soon as practicable, including preparing and filing as promptly as practicable all
documentation to effect all necessary notices, reports and other filings and to obtain as promptly
as practicable all consents, registrations, approvals, permits and authorizations necessary or
advisable to be obtained from any third party and/or any Governmental Entity in order to
consummate the Merger or any of the other Transactions. To the extent not prohibited by
applicable Law and upon the terms and subject to the terms and conditions set forth in this
Agreement, each of the Company and Parent shall cooperate with each other in connection with
the matters contemplated by this Section 4.02, including (i) promptly notifying the other of, and,
if in writing, furnishing the other with copies of (or, in the case of material oral communications,
advising the other orally of) any communications from or with any Governmental Entity with
respect to the Merger or any of the other Transactions, (ii) permitting the other to review and
discuss in advance, and considering in good faith the views of the other in connection with, any
proposed written (or any material proposed oral) communication with any such Governmental
Entity, (iii) not participating, and not permitting any of its Representatives to participate, in any
33

meeting with any such Governmental Entity unless it notifies the other in advance and, to the
extent permitted by such Governmental Entity, gives the other the opportunity to attend and
participate thereat, (iv) furnishing the other with copies of all correspondence, filings and
communications (and memoranda setting forth the substance thereof) between it and any such
Governmental Entity with respect to this Agreement and the Merger, and (v) cooperating with
the other to furnish the other party with such necessary information and reasonable assistance as
the other party may reasonably request in connection with the parties’ mutual cooperation in
preparing any necessary filings or submissions of information to any such Governmental Entity.
(b)
Information. The Company and Parent each shall, upon request by the
other, furnish the other with all information concerning itself and its Subsidiaries, directors,
officers and stockholders, and such other matters as may be reasonably necessary or advisable in
connection with any statement, filing, notice or application made by or on behalf of Parent, the
Company or any of their respective Subsidiaries to any third party and/or any Governmental
Entity in connection with the Merger and the other Transactions.
(c)
Status. Subject to applicable Law and as required by any Governmental
Entity, the Company and Parent each shall keep the other apprised of the status of matters
relating to completion of the Transactions, including promptly furnishing the other with copies of
notices or other communications received by Parent or the Company, as the case may be, or any
of its Subsidiaries, from any third party and/or any Governmental Entity with respect to the
Merger and the other Transactions.
Section 4.03

Access and Reports; Confidentiality.

(a)
Subject to applicable Law, upon reasonable notice, the Company shall
(and shall cause its Subsidiaries to) afford Parent’s officers and other authorized Representatives
reasonable access, during normal business hours throughout the period prior to the Effective
Time, to its employees, properties, books, contracts and records and, during such period, the
Company shall (and shall cause its Subsidiaries to) furnish promptly to Parent all information
concerning its business, properties and personnel as may reasonably be requested; provided,
however, that no investigation pursuant to this Section 4.03 shall affect or be deemed to modify
any representation or warranty made by the Company herein; provided, further, that the
foregoing shall not require the Company to (i) permit any inspection, or to disclose any
information, that in the reasonable judgment of the Company would result in the disclosure of
any trade secrets of third parties or violate any of its obligations to a third party with respect to
confidentiality if the Company shall have used commercially reasonable efforts to obtain the
consent of such third party to such inspection or disclosure, (ii) disclose any privileged
information of the Company or any of its Subsidiaries, (iii) permit any invasive environmental
testing or sampling at any property or (iv) take or allow any action that would unreasonably
interfere with the Company’s or any of its Subsidiaries’ business or operations. All requests for
information made pursuant to this Section 4.03 shall be directed to the executive officer or other
Person designated by the Company.
(b)
Each of Parent and Merger Sub will comply with the terms and conditions
of that certain letter agreement, dated April 7, 2017, between an affiliate of Parent and the
Company (as may be amended from time to time, the “Confidentiality Agreement”), and will
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hold and treat, and will cause their respective Representatives to hold and treat, in confidence all
documents and information concerning the Company and its Subsidiaries furnished to Parent or
Merger Sub in connection with the Transactions (including pursuant to Section 4.03(a)) in
accordance with the Confidentiality Agreement, which Confidentiality Agreement shall remain
in full force and effect in accordance with its terms.
Section 4.04 Publicity. The initial news release regarding the Merger shall be a joint
news release and, except with respect to any action taken pursuant to Section 3.03 or Section
6.01, thereafter the Company and Parent each shall consult with each other prior to issuing any
news releases or otherwise making public announcements with respect to the Merger (including
making any filings with the SEC or posting any documents to any websites) and the other
Transactions and prior to making any filings with any third party and/or any Governmental
Entity (including any national securities exchange or interdealer quotation service) with respect
thereto, except as may be required by Law or by obligations pursuant to any listing agreement
with or rules of any national securities exchange or interdealer quotation service or by the
request of any Governmental Entity.
Section 4.05

Employee Matters.

(a)
From and after the Effective Time, Parent shall, or shall cause the
Surviving Corporation or their respective Subsidiaries to assume, honor and continue, until all
obligations thereunder have been satisfied, each of the stay bonus agreements that are listed on in
Section 4.05(a) of the Company Disclosure Letter (each, a “Transition Bonus Agreement”), and
to make any and all payments required to be made under such Transition Bonus Agreements to
the individuals who become entitled to payments, in each case in accordance with the terms and
conditions of the applicable Transition Bonus Agreement; provided that any continued
employment requirement or condition after the Effective Time in any Transition Bonus
Agreement shall not apply to a specified employee if such employee’s termination of
employment occurs following any of the following events: (i) a material reduction by the
Company in the employee’s base salary or (ii) the employee’s relocation to a location more than
twenty five (25) miles from his or her current place of business, except for required travel on
Company business.
(b)
With respect to all plans maintained by Parent, the Surviving Corporation
or their respective Subsidiaries in which the individuals who are employed by the Company or
any of its Subsidiaries immediately after the Effective Time (the “Company Employees”) are
eligible to participate after the Closing Date (including any vacation, paid time-off and severance
plans) for purposes of determining eligibility to participate, level of benefits and vesting, each
Company Employee’s service with the Company or any of its Subsidiaries (as well as service
with any predecessor employer of the Company or any such Subsidiary, to the extent service
with the predecessor employer is recognized by the Company or such Subsidiary) shall be treated
as service with Parent, the Surviving Corporation or any of their respective Subsidiaries, in each
case, to the extent such service would have been recognized by the Company or its Subsidiaries
under analogous Company Benefit Plans prior to the Effective Time; provided, however, that
such service need not be recognized to the extent that such recognition would result in any
duplication of benefits for the same period of service.
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(c)
Parent shall, or shall cause the Surviving Corporation to, waive any preexisting condition limitations, exclusions, actively-at-work requirements and waiting periods
under any welfare benefit plan maintained by Parent, the Surviving Corporation or any of their
respective Subsidiaries in which Company Employees (and their eligible dependents) will be
eligible to participate from and after the Effective Time, except to the extent that such preexisting condition limitations, exclusions, actively-at-work requirements and waiting periods
would not have been satisfied or waived under the comparable Company Benefit Plan
immediately prior to the Effective Time. Parent shall, or shall cause the Surviving Corporation
to, recognize the dollar amount of all co-payments, deductibles and similar expenses incurred by
each Company Employee (and his or her eligible dependents) during the calendar year in which
the Effective Time occurs for purposes of satisfying such year’s deductible and co-payment
limitations under the relevant welfare benefit plans in which they will be eligible to participate
from and after the Effective Time.
(d)
The provisions of this Section 4.05 are solely for the benefit of the parties
to this Agreement, and no other Person (including any Company Employee or any beneficiary or
dependent thereof) shall be regarded for any purpose as a third-party beneficiary of this Section
4.05, and no provision of this Section 4.05 shall create such rights in any such Persons. No
provision of this Agreement shall be construed (i) as a guarantee of continued employment of
any Company Employee, (ii) to prohibit Parent or the Surviving Corporation from having the
right to terminate the employment of any Company Employee, (iii) to prevent the amendment,
modification or termination of any Company Benefit Plan after the Closing (in each case in
accordance with the terms of the applicable Company Benefit Plan) or (iv) as an amendment or
modification of the terms of any Company Benefit Plan.
Section 4.06 Expenses. Except as otherwise provided in this Agreement, whether or
not the Merger is consummated, all costs and expenses incurred in connection with this
Agreement and the Merger and the other Transactions shall be paid by the party incurring such
expenses.
Section 4.07

Indemnification; Directors’ and Officers’ Insurance.

(a)
From and after the Effective Time, Parent shall, and shall cause the
Surviving Corporation to, indemnify and hold harmless, to the fullest extent permitted under
applicable Law, each present and former director and officer of the Company and its Subsidiaries
(in each case, when acting in such capacity) (collectively, the “Indemnified Parties”) from and
against any costs or expenses (including reasonable attorneys’ fees), judgments, fines, losses,
claims, damages or liabilities (collectively, “Costs”) incurred in connection with any Proceeding
or other claim or investigation, whether civil, criminal, administrative or investigative, arising
out of or pertaining to matters existing or occurring at or prior to the Effective Time relating to
the Indemnified Parties’ service with, at the request of or for the benefit of the Company or any
of its Affiliates, including the Transactions. From and after the Effective Time, Parent shall
advance expenses to any Indemnified Party claiming indemnification pursuant to this Section
4.07 as incurred to the fullest extent permitted under applicable Law; provided, however, that
such Indemnified Party provides an undertaking to repay such advances if it is ultimately
determined that such Indemnified Party is not entitled to indemnification.
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(b)
From and after the Effective Time, Parent shall cause the Surviving
Corporation to honor the provisions regarding (i) exculpation of directors, (ii) limitation of
liability of directors and officers and (iii) advancement of expenses, in each case, contained in
the Company Certificate of Incorporation, Company Bylaws, the comparable organizational
documents of any of the Company’s Subsidiaries or any indemnification Contract between the
applicable Indemnified Party and the Company or any of its Subsidiaries immediately prior to
the Effective Time.
(c)
From and after the Effective Time, Parent shall cause the Surviving
Corporation to maintain for a period of at least six (6) years following the Effective Time
directors’ and officers’ liability insurance and fiduciary liability insurance policies (collectively,
“D&O Insurance”) from an insurance carrier with the same or better credit rating as the
Company’s current insurance carrier with benefits, levels of coverage and terms and conditions
that are at least as favorable as the Company’s D&O Insurance existing immediately prior to the
Effective Time with respect to matters existing or occurring at or prior to the Effective Time,
including for acts or omissions in connection with this Agreement and the consummation of the
Transactions. Notwithstanding the foregoing, in no event shall Parent or the Surviving
Corporation be required to expend for each year of such D&O Insurance coverage an annual
premium amount greater than $200,000 per annum (such amount, the “Maximum Annual
Premium”). If the annual premiums of such D&O Insurance coverage exceed the Maximum
Annual Premium, Parent and the Surviving Corporation shall obtain a policy with the greatest
coverage available for a cost not exceeding the Maximum Annual Premium.
(d)
The Company has obtained, prior to the date of this Agreement, six (6)
year pre-paid “tail” insurance coverage, providing for D&O Insurance that is not less favorable
than that described in Section 4.07(c) and which does not require any additional payment by the
Company, the Surviving Corporation or Parent (the “Tail Policy”).
(e)
Provided that (i) the Closing Date occurs on or before May 13, 2018, and
(ii) Parent causes the Tail Policy to be maintained in full force and effect for its full term and
causes all obligations thereunder to be honored by the Surviving Corporation, Parent will have
no further obligation to purchase or pay for insurance pursuant to Section 4.07(c).
(f)
If the Closing Date occurs on or after May 14, 2018, Parent may satisfy its
obligation to purchase or pay for insurance pursuant to Section 4.07(c) by entering into
amendments or renewals or other arrangements with respect to the Tail Policy to cause the terms
of the Tail Policy to be effective with respect to a closing occurring on or after May 14, 2018.
(g)
If the Surviving Corporation or any of its successors or assigns (i)
consolidates or merges with or into any other Person and is not the continuing or surviving
corporation or entity of such consolidation or merger or (ii) transfers all or substantially all of its
properties and assets to any Person, then, and in each such case, Parent shall cause proper
provisions to be made so that the successors and assigns of the Surviving Corporation shall
assume and comply with all of the obligations set forth in this Section 4.07.
(h)
The provisions of this Section 4.07 are intended to be for the benefit of,
and shall be enforceable by, each of the Indemnified Parties. The obligations of Parent and the
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Surviving Corporation in this Section 4.07 will not be terminated or modified in any manner
which could adversely affect any Indemnified Party without the consent of such Indemnified
Party. Parent will honor, guaranty and stand as surety for, and will cause the Surviving
Corporation and its Subsidiaries and successors to honor and comply with, the covenants
contained in this Section 4.07. Parent will pay all reasonable expenses that may be incurred by
an Indemnified Party in enforcing the indemnity and other obligations set forth in this Section
4.07.
(i)
The rights of the Indemnified Parties under this Section 4.07 shall be in
addition to, and not in limitation of, any rights such Indemnified Parties may have under the
Company Certificate of Incorporation, the Company Bylaws or any of the comparable
organizational documents of any of the Company’s Subsidiaries, or under any applicable
Contracts or Law.
Section 4.08 Merger Sub and Surviving Corporation Compliance. Parent shall cause
Merger Sub (including by causing all actions to be taken by any of the Subsidiaries of Parent
through which Parent indirectly owns Merger Sub) and the Surviving Corporation to comply
with all of its obligations under this Agreement, and Merger Sub shall not engage in any
activities of any nature except as provided in or contemplated by this Agreement. Immediately
following the execution of this Agreement, Parent shall execute and deliver, in accordance with
Section 228 of the DGCL and in its capacity as the sole stockholder of Merger Sub, a written
consent adopting this Agreement and shall promptly deliver a copy of such consent to the
Company.
Section 4.09 Takeover Statutes. If any state anti-takeover statutes or regulations
(including Section 203 of the DGCL) is or may become applicable to the Merger or the other
Transactions, Parent, Merger Sub, the Company and their respective boards of directors shall
grant such reasonable approvals and take such reasonable actions as are necessary so that such
transactions may be consummated as promptly as practicable on the terms contemplated by this
Agreement and otherwise act to eliminate or minimize the effects of such statute or regulation on
such transactions.
Section 4.10 Resignation of Directors and Officers. The Company will cause each of
the directors and officers of the Company and its Subsidiaries identified in writing by Parent at
least three Business Days prior to Closing to submit at the Closing a letter of resignation in form
reasonably satisfactory to Parent and effective on or before the Effective Time. Notwithstanding
the foregoing, the Company will not be in breach of this Section 4.10 if it fails to obtain the
resignation of any director or officer set forth in Section 4.10 of the Company Disclosure Letter
if Parent will have the power, directly or indirectly, to remove any such Person from his or her
position as a director or officer without cause immediately after the Effective Time.
Section 4.11 Payoff of Existing Credit Facility. Prior to the Closing Date, the Company
shall obtain and deliver to Parent an executed payoff letter (the “Payoff Letter”), to be effective
upon the Closing, with respect to the Existing Credit Facility. Subject to the satisfaction or
waiver of the conditions set forth in Section 5.01, at the Closing, Merger Sub shall pay, in cash
by wire transfer of immediately available funds, all amounts due in respect of the Existing Credit
Facility in the amounts set forth in the Payoff Letter and pursuant to wire instructions provided
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by the administrative agent under the Existing Credit Facility to Merger Sub prior to the Closing
Date.
Section 4.12 Acknowledgments From Certain Service Providers. The Company shall
(a) obtain from each of Stifel, Nicolaus & Company, Duff & Phelps LLC, Johnson and Colmar,
Mayer Brown LLP and Borden Ladner Gervais LLP an executed release and acknowledgment
letter (collectively, the “Acknowledgement and Release Letters”), each of which will be in a
form to be reasonably agreeable to such Person and Parent and, assuming the receipt of the fees
and expenses of such Persons due and payable (which fees have been estimated in good faith in
Section 2.01(e)(iii) of the Company Disclosure Letter) at Closing are paid in full at Closing, will
release the Company and its Subsidiaries and Affiliates from all payment obligations to such
person (other than indemnification obligations or rights to make breach of contract claims that
survive the Closing pursuant to an applicable Contract with such Persons, which obligations or
rights are unrelated to the payment of the fees and expenses due and payable in respect of the
transactions contemplated hereby) and (b) provide Parent with a copy of such Acknowledgement
and Release Letters prior to the Closing Date.
ARTICLE V
CONDITIONS TO THE MERGER
Section 5.01 Conditions to Each Party’s Obligation to Effect the Merger. The
respective obligation of each party hereto to effect the Merger is subject to the satisfaction or (to
the extent permitted by Law) waiver at or prior to the Closing of each of the following
conditions:
(a)
Orders. No Governmental Entity of competent jurisdiction shall have
enacted, entered, promulgated or enforced any Law, executive order, ruling, injunction or other
order (whether temporary, preliminary or permanent) (collectively, “Orders”) that is in effect and
restrains, enjoins or otherwise prohibits the consummation of the Merger; and
(b)
Stockholder Approval. This Agreement shall have been adopted by the
Required Stockholder Approval.
Section 5.02 Conditions to Obligations of Parent and Merger Sub. The obligations of
Parent and Merger Sub to effect the Merger are also subject to the satisfaction (or waiver in
writing by Parent) on or prior to the Closing of each of the following additional conditions:
(a)
Representations and Warranties.
Each of the representations and
warranties of the Company set forth in (i) Section 2.01(c)(i) and (ii) (Capital Structure) shall be
true and correct as of the date of this Agreement and as of the Closing as though made on and as
of the Closing Date (except that representations and warranties that by their terms speak
specifically as of the date of this Agreement or another date shall be true and correct as of such
date), except for de minimis inaccuracies, (ii) Section 2.01(a) (Organization), Section 2.01(b)
(Subsidiaries), Section 2.01(d) (Authority; Noncontravention) and Section 2.01(v) (Brokers and
Other Advisors) that are (A) qualified as to materiality or Material Adverse Effect shall be true
and correct in all respects and (B) not qualified as to materiality or Material Adverse Effect shall
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be true and correct in all material respects, in the case of each of (A) and (B) as of the date of this
Agreement and as of the Closing Date as though made on and as of the Closing Date (except that
representations and warranties that by their terms speak specifically as of the date of this
Agreement or another date shall be true and correct as of such date), and (iii) the other
representations and warranties contained in Section 2.01 shall be true and correct (without giving
effect to any qualification as to materiality or Material Adverse Effect contained therein) as of
the date of this Agreement and as of the Closing Date as though made on and as of the Closing
(except that representations and warranties that by their terms speak specifically as of the date of
this Agreement or another date shall be true and correct as of such date), except where any
failures of any such representations and warranties to be true and correct has not had or would
not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect.
(b)
Performance of Obligations of the Company. The Company shall have
performed in all material respects all obligations required to be performed by it under this
Agreement on or prior to the Closing Date.
(c)
No Material Adverse Effect. Since the date of this Agreement, there have
not been Changes that have had or would reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect.
(d)
Company Officer’s Certificate. Parent shall have received a certificate
signed on behalf of the Company by an authorized officer of the Company to the effect that the
conditions in Section 5.02(a), Section 5.02(b) and Section 5.02(c) have been satisfied.
Section 5.03 Conditions to Obligations of the Company. The obligations of the
Company to effect the Merger are also subject to the satisfaction (or waiver in writing by the
Company) on or prior to the Closing Date of each of the following additional conditions:
(a)
Representations and Warranties. The representations and warranties of
Parent and Merger Sub set forth in (i) Section 2.02(a) (Organization), Section 2.02(b) (Authority;
Noncontravention) and Section 2.02(d) (Brokers and Other Advisors) that are (A) qualified as to
materiality or “material adverse effect” shall be true and correct in all respects and (B) not
qualified as to materiality or “material adverse effect” shall be true and correct in all material
respects, in the case of each of (A) and (B) as of the date of this Agreement and as of the Closing
Date as though made on and as of the Closing Date (except that representations and warranties
that by their terms speak specifically as of the date of this Agreement or another date shall be
true and correct as of such date) and (ii) the other representations and warranties contained in
Section 2.02 shall be true and correct in all respects (without giving effect to any qualification as
to materiality contained therein) as of the date of this Agreement and as of the Closing as though
made on and as of the Closing Date (except that representations and warranties that by their
terms speak specifically as of the date of this Agreement or another date shall be true and correct
in all respects as of such date) except where any failures of any such representations and
warranties to be true and correct would not reasonably be expected, individually or in the
aggregate, to prevent, materially impede or materially delay the consummation of the
Transactions.
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(b)
Performance of Obligations of Parent and Merger Sub. Parent and Merger
Sub shall have performed or complied in all material respects with all obligations required to be
performed or complied with by them under this Agreement at or prior to the Closing Date.
(c)
Parent Officer’s Certificate. The Company shall have received a
certificate signed on behalf of Parent by an authorized officer of Parent to the effect that the
conditions in Section 5.03(a) and Section 5.03(b) have been satisfied.
ARTICLE VI
TERMINATION
Section 6.01 Termination. This Agreement may be terminated and the Merger and the
other Transactions may be abandoned (except as otherwise provided below, whether before or
after receipt of the Required Stockholder Approval, if applicable) only as follows:
(a)

by mutual written consent of Parent and the Company;

(b)

by either Parent or the Company:

(i)
if the Effective Time shall not have occurred on or before the 90th
day following the date of this Agreement (the “Termination Date”); provided, however,
that the right to terminate this Agreement pursuant to this Section 6.01(b)(i) shall not be
available to any party hereto whose material breach of any of its obligations under this
Agreement has been the primary cause of, or resulted in, the failure of the Effective Time
to have occurred prior to the Termination Date;
(ii)
if any Order permanently restraining, enjoining or otherwise
prohibiting the consummation of the Merger as contemplated by this Agreement shall
have become final and non-appealable; provided, however, that a party may not terminate
this Agreement pursuant to this Section 6.01(b)(ii) if such party’s material breach (or, in
the case of Parent, Merger Sub’s material breach if its obligations under this Agreement)
has been the primary cause of, or resulted in, such Order; or
(iii) if the Required Stockholder Approval shall not have been obtained
at the Special Meeting or at any adjournment or postponement thereof, in each case at
which a vote on adoption of this Agreement was taken.
(c)

by the Company:

(i)
in accordance with the provisions of Section 3.03(d)(i); provided
that concurrently with such termination of this Agreement the Company (A) enters into a
definitive Alternative Acquisition Agreement with respect to such Superior Proposal and
(B) pays to Parent by wire transfer in immediately available funds the Termination Fee
required to be paid pursuant to Section 6.02(b)(i);
(ii)
if the Company is not then in material breach of any
representation, warranty, covenant or other agreement contained herein and there has
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been a breach by Parent or Merger Sub of any representation, warranty, covenant or
agreement of Parent or Merger Sub set forth in this Agreement, which breach would
result in any of the conditions set forth in Section 5.03 not being satisfied; provided,
however; that notwithstanding the foregoing, in the event that such breach by Parent or
Merger Sub or is curable by Parent or Merger Sub through the exercise of commercially
reasonable efforts prior to the Termination Date and within twenty (20) calendar days,
then the Company shall not be permitted to terminate this Agreement pursuant to this
Section 6.01(c)(ii) until the earlier to occur of (1) the twentieth (20th) calendar day after
delivery of written notice from the Company to Parent of such breach and (2) the
Termination Date; provided that Parent or Merger Sub continues to exercise
commercially reasonable efforts to cure such breach (it being understood that the
Company may not terminate this Agreement pursuant to this Section 6.01(c)(ii) if such
breach by Parent or Merger Sub is cured within such period).
(d)

by Parent:

(i)
(A) if a Change in Recommendation shall have occurred or (B) the
Company shall have breached in any material respects its obligations under Section 3.03;
(ii)
if Parent and Merger Sub are not then in material breach of any
representation, warranty, covenant or other agreement contained herein and there has
been a breach by the Company of any representation, warranty, covenant or agreement of
the Company set forth in this Agreement, which breach would result in any of the
conditions set forth in Section 5.02 not being satisfied; provided, however, that,
notwithstanding the foregoing, in the event that such breach by the Company is curable
by the Company through the exercise of commercially reasonable efforts prior to the
Termination Date and within twenty (20) calendar days, then Parent shall not be
permitted to terminate this Agreement pursuant to this Section 6.01(d)(i) until the earlier
to occur of (1) the twentieth (20th) calendar day period after delivery of written notice
from Parent to the Company of such breach or (2) the Termination Date, provided that
the Company continues to exercise commercially reasonable efforts to cure such breach
(it being understood that Parent may not terminate this Agreement pursuant to this
Section 6.01(d)(i) if such breach or inaccuracy by the Company is cured within such
twenty (20) calendar day period); or
(iii) in the event of a voluntary or involuntary bankruptcy petition by or
against the Company or any of its Affiliates or Subsidiaries.
Section 6.02

Effect of Termination and Abandonment.

(a)
Except as provided in Section 6.02(b), in the event of termination of this
Agreement, this Agreement shall forthwith become void and of no effect and there shall be no
liability or obligation on the part of any party hereto (or of any of its Representatives or
Affiliates), except as provided in the provisions of Section 4.03(b) (Access and Reports;
Confidentiality), Section 4.06 (Expenses), this Section 6.02 and Article VII (Miscellaneous),
which provisions shall survive such termination; provided, however, that no such termination
shall relieve any party hereto of any liability for damages to any other party hereto resulting from
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any Willful Breach by such party prior to such termination, and the aggrieved party will be
entitled to all rights and remedies available at law or in equity. The parties hereto acknowledge
and agree that nothing in this Section 6.02 shall be deemed to affect their right to specific
performance under Section 7.11. The parties hereto acknowledge and agree that nothing in this
Section 6.02 shall be deemed to affect their right to specific performance under Section 7.11.
(b)

In the event that:

(i)
this Agreement is terminated by the Company pursuant to Section
6.01(c)(i), the Company shall pay to Parent or an account designated by Parent,
concurrently with such termination, a fee in immediately available funds in the amount of
$2,000,000 (the “Termination Fee”);
(ii)
after the date of this Agreement and prior to the termination of this
Agreement, a bona fide Acquisition Proposal shall have been publicly announced or
publicly disclosed and not have been withdrawn prior to the termination of this
Agreement and thereafter (A) this Agreement is terminated pursuant to Section
6.01(b)(i), Section 6.01(b)(iii), or Section 6.01(d)(ii) and (B) within twelve (12) months
after such termination, the Company enters into a definitive agreement to consummate
any Acquisition Proposal, the Company shall pay to Parent the Termination Fee within
five (5) Business Days after the date of entry by the Company into such definitive
agreement (for purposes of this Section 6.02(b)(ii), the term “Acquisition Proposal” shall
have the meaning assigned to such term in Annex I, except that all references to 25%
therein shall be deemed to be references to 50%); or
(iii) this Agreement is terminated by Parent pursuant to Section
6.01(d)(i), the Company shall pay to Parent the Termination Fee within two (2) Business
Days after termination of this Agreement.
(c)
In the event (i) this Agreement is terminated pursuant to Section
6.01(d)(ii) or Section 6.01(d)(iii), or (ii) this Agreement cannot be terminated after a voluntary or
involuntary bankruptcy petition by or against the Company or any of its Affiliates or Subsidiaries
and this Agreement is thereafter rejected by the Company in a bankruptcy proceeding, then the
Company shall, following receipt of an invoice therefor, promptly (in any event within two (2)
Business Days) pay up to $750,000 of reasonable and documented out-of-pocket fees and
expenses (including legal fees and expenses) incurred by Parent, Merger Sub or any of their
Affiliates on or prior to the termination of this Agreement in connection with the Transactions
(the “Parent Expenses”), by wire transfer of same day funds to one or more accounts designated
by Parent; provided, that the existence of circumstances which could require the Termination Fee
to become subsequently payable by the Company pursuant to Section 6.02(b)(ii) shall not relieve
the Company of its obligations to pay the Parent Expenses pursuant to this Section 6.02(c);
provided, further, that the payment by the Company of Parent Expenses pursuant to this Section
6.02(c) shall not relieve the Company of any subsequent obligation to pay the Termination Fee
pursuant to Section 6.02(b)(ii) (less the amount of Parent Expenses previously reimbursed)
pursuant to this Section 6.02(c). Notwithstanding anything to the contrary in this Agreement, in
no event shall the Company be required to pay the Parent Expenses if the Company has
previously paid the Termination Fee and if the Company has previously paid the Parent
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Expenses and thereafter is required to pay the Termination Fee, the Termination Fee payable
thereafter shall be reduced by the amount of the Parent Expenses so paid.
(d)
It is understood that in no event shall the Company be required to pay the
Termination Fee on more than one occasion.
(e)
Notwithstanding anything to the contrary in this Agreement, the payment
of the Termination Fee and the reimbursement of the Parent Expenses to Parent or its designee(s)
is Parent’s and Merger Sub’s sole and exclusive remedy against the Company and its Affiliates,
and their respective stockholders and Representatives, for any loss, cost, liability or expense
relating to or arising out of this Agreement, any agreement entered into in connection herewith or
the Transactions or thereby except for any liabilities or damages arising out of any Willful
Breach of this Agreement prior to such termination; provided, that nothing in this Section 6.02(e)
shall limit any right or remedy of Parent or Merger Sub with respect to fraud by the Company or
relieve the Company of any liability with respect to fraud. In the event of any voluntary or
involuntary bankruptcy petition concerning the Company or any of its Affiliates or Subsidiaries,
the Termination Fee and the reimbursement of the Parent Expenses shall constitute allowed
administrative expense claims pursuant to Section 503 of Title 11 of the United States Code
against any such entities, and shall be immediately payable to Parent or its designee(s).
ARTICLE VII
MISCELLANEOUS
Section 7.01 Non-Survival. None of the representations, warranties, covenants and
agreements in this Agreement or in any instrument delivered pursuant to this Agreement,
including any rights arising out of any breach of such representations, warranties, covenants and
agreements, shall survive the Effective Time, except for (a) those covenants and agreements
contained herein that by their terms apply or are to be performed in whole or in part after the
Effective Time and (b) those contained in this Article VII.
Section 7.02 Modification or Amendment. Subject to the provisions of applicable Law,
at any time prior to the Effective Time, the parties hereto (in the case of the Company, by action
of the Company Board of Directors to the extent required by Law or Merger Sub, by action of its
board of directors to the extent required by Law) may modify or amend this Agreement by
written agreement, executed and delivered by duly authorized officers of the respective parties.
Section 7.03 Waiver. At any time prior to the Effective Time, any party hereto may (a)
extend the time for the performance of any of the obligations or other acts of the other parties,
(b) to the extent permitted by Law, waive any inaccuracies in the representations and warranties
of the other parties contained herein or in any document delivered pursuant hereto and (c) subject
to the requirements of applicable Law, waive compliance with any of the agreements or
conditions contained herein; provided, however, that neither Parent nor Merger Sub may perform
any of the actions set forth in the foregoing clauses (a), (b) and (c) with respect to Merger Sub or
Parent, respectively. Any such extension or waiver shall be valid only if set forth in an
instrument in writing signed by the party or parties to be bound thereby and specifically
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referencing this Agreement. The failure of any party hereto to assert any rights or remedies shall
not constitute a waiver of such rights or remedies.
Section 7.04 Notices. All notices, requests, claims, demands and other communications
hereunder shall be in writing and shall be deemed given if delivered personally, faxed (with
confirmation), electronically mailed in portable document format (PDF) (with confirmation) or
sent by overnight courier (providing proof of delivery) to the parties at the following addresses
(or at such other address for a party as shall be specified by like notice):
if to Parent or Merger Sub, to:
Fenix Parent LLC
c/o Stellex Capital Partners LP
900 Third Avenue, 14th Floor
New York, NY 10022
Attention: Michael Stewart
Email: mstewart@stellexcapital.com
with a copy to (which shall not constitute notice):
Dentons US LLP
1221 Avenue of the Americas
New York, NY 10020
Fax No.: (212) 768-6800
Attention: Oscar N Pinkas, Esq.
Email: oscar.pinkas@dentons.com
if to the Company, to:
Fenix Parts, Inc.
One Westbrook Corporate Center, Suite 920
Westchester, Illinois 60154
Attention: Kent Robertson, President and CEO
Email: kentrobertson@fenixparts.com
with a copy to (which shall not constitute notice):
Craig Colmar
Johnson and Colmar
2201 Waukegan Road, Suite 260
Bannockburn, Illinois 60015
Fax No.: 312-922-9283
Attention: Craig P. Colmar
Email: cpcolmar@jocolaw.com
and
Mayer Brown LLP
71 South Wacker Drive
Chicago, Illinois 60606
Fax No.: (312) 706-8106
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Attention: Edward S. Best
Email: ebest@mayerbrown.com
Section 7.05 Definitions. Capitalized terms used in this Agreement have the meanings
specified in Annex I.
Section 7.06

Interpretation.

(a)
When a reference is made in this Agreement to an Article, a Section or an
Exhibit, such reference shall be to an Article or a Section of, or an Exhibit to, this Agreement
unless otherwise indicated. The table of contents and headings contained in this Agreement are
for reference purposes only and shall not affect in any way the meaning or interpretation of this
Agreement.
(b)
Whenever the words “include”, “includes” or “including” are used in this
Agreement, they shall be deemed to be followed by the words “without limitation”. The words
“hereof”, “herein” and “hereunder” and words of similar import when used in this Agreement
shall refer to this Agreement as a whole and not to any particular provision of this Agreement.
The word “or” when used in this Agreement is not exclusive.
(c)
When a reference is made in this Agreement or the Company Disclosure
Letter to information or documents being “provided”, “made available” or “disclosed” to Parent
or its Affiliates, such information or documents shall include any information or documents
furnished prior to the execution of this Agreement in the electronic “data room” maintained by
the Company and to which access has been granted to Parent and its Representatives.
(d)
The definitions contained in this Agreement are applicable to the singular
as well as the plural forms of such terms and to the masculine as well as to the feminine and
neuter genders of such term.
(e)
Any agreement, instrument or statute defined or referred to herein means
such agreement, instrument or statute as from time to time amended, modified or supplemented,
including (in the case of agreements or instruments) by waiver or consent and (in the case of
statutes) by succession of comparable successor statutes, and all attachments thereto and
instruments incorporated therein.
(f)

References to a Person are also to its permitted successors and permitted

assigns.
(g)
Where this Agreement states that a party “shall”, “will” or “must” perform
in some manner, it means that the party is legally obligated to do so under this Agreement.
(h)
The parties hereto have participated jointly in the negotiation and drafting
of this Agreement. If an ambiguity or question of intent or interpretation arises, this Agreement
shall be construed as jointly drafted by the parties hereto, and no presumption or burden of proof
shall arise favoring or disfavoring any party by virtue of the authorship of any provision of this
Agreement.
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Section 7.07 Counterparts. This Agreement may be executed in one or more
counterparts (including by facsimile or by attachment to electronic mail in portable document
format (PDF) each of which shall be deemed an original to the other parties), and by the different
parties hereto in separate counterparts, each of which when executed shall be deemed an original
but all of which taken together shall be considered one and the same agreement and shall become
effective when one or more counterparts have been signed by each of the parties hereto and
delivered to the other parties hereto.
Section 7.08 Parties in Interest. This Agreement shall be binding upon and inure solely
to the benefit of the parties hereto, and nothing in this Agreement, express or implied, is intended
to or shall confer upon any other Person any rights, benefits or remedies of any nature
whatsoever under or by reason of this Agreement, other than (a) after the Effective Time, with
respect to the provisions of Section 4.07 which shall inure to the benefit of the Persons benefiting
therefrom who are intended to be third-party beneficiaries thereof, (b) after the Effective Time,
the rights of the holders of Shares (including Restricted Shares) to receive the Per Share Merger
Consideration in accordance with the terms and conditions of this Agreement and (c) after the
Effective Time, the rights of the holders of Company RSUs and Company Options to receive the
payments contemplated by the applicable provisions of Section 1.05, in each case, in accordance
with the terms and conditions of this Agreement. The representations and warranties in this
Agreement are the product of negotiations among the parties hereto and are for the sole benefit
of such parties. Any inaccuracies in such representations and warranties are subject to waiver by
the parties hereto in accordance with Section 7.03 without notice or liability to any other Person.
In some instances, the representations and warranties in this Agreement may represent an
allocation among the parties hereto of risks associated with particular matters regardless of the
knowledge of any of the parties hereto. Consequently, Persons other than the parties hereto may
not rely upon the representations and warranties in this Agreement as characterizations of actual
facts or circumstances as of the date of this Agreement or as of any other date.
Section 7.09 Governing Law. This Agreement shall be governed by, and construed in
accordance with, the internal Law and judicial decisions of the State of Delaware applicable to
agreements executed and performed entirely within such State, regardless of the Law that might
otherwise govern under applicable principles of conflicts of Law thereof.
Section 7.10 Entire Agreement; Assignment. This Agreement (including the Exhibits,
the Company Disclosure Letter and the Parent Disclosure Letter) and the Confidentiality
Agreement constitute the entire agreement among the parties hereto with respect to the subject
matter hereof and supersede all prior and contemporaneous agreements and undertakings, both
written and oral, among the parties, or any of them, with respect to the subject matter hereof and
thereof. Neither this Agreement nor any of the rights, interests or obligations hereunder may be
assigned, in whole or in part, by operation of law or otherwise by any of the parties without the
prior written consent of the other parties hereto. No assignment by any party shall relieve such
part of any of its obligations hereunder. Any purported assignment in contravention of this
Agreement is void. Subject to the immediately preceding sentence, this Agreement will be
binding upon, inure to the benefit of and be enforceable by the parties hereto and their respective
successors and assigns.
Section 7.11

Specific Enforcement; Consent to Jurisdiction.
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(a)
The parties hereto agree that irreparable damage for which monetary
damages, even if available, may not be an adequate remedy, would occur in the event that the
parties hereto do not perform the provisions of this Agreement (including failing to take such
actions as are required of it hereunder in order to consummate the Transactions) in accordance
with its specified terms or otherwise breach such provisions. The parties hereto acknowledge
and agree that each party hereto shall be entitled to an injunction, specific performance and other
equitable relief to prevent breaches of this Agreement and to enforce specifically the terms and
provisions hereof, this being in addition to any other remedy to which it is entitled at law or in
equity. The parties hereto hereby further acknowledge and agree that prior to the Closing, each
of Parent, Merger Sub and the Company shall be entitled to specific performance to enforce
specifically the terms and provisions of, and to prevent or cure breaches of, Section 4.02 by
Parent, Merger Sub or the Company and to cause Parent, Merger Sub and the Company to
consummate the Transactions, including to effect the Closing in accordance with Section 1.02,
on the terms and subject to the conditions in this Agreement. Each of the parties hereto further
agrees that it will not oppose the granting of an injunction, specific performance and other
equitable relief as provided herein on the basis that (x) the other party has an adequate remedy at
law or (y) an award of specific performance is not an appropriate remedy for any reason at law or
equity. Any party hereto seeking an injunction or injunctions to prevent breaches of this
Agreement and to enforce specifically the terms and provisions of this Agreement shall not be
required to provide any bond or other security in connection with any such order or injunction.
(b)
All actions and proceedings arising out of or relating to this Agreement
shall be heard and determined in the Chancery Court of the State of Delaware and any state
appellate court therefrom within the State of Delaware (or, if the Chancery Court of the State of
Delaware declines to accept jurisdiction over a particular matter, any state or federal court within
the State of Delaware) and the parties hereto hereby irrevocably submit to the exclusive
jurisdiction and venue of such courts in any such action or proceeding and irrevocably waive the
defense of an inconvenient forum or lack of jurisdiction to the maintenance of any such action or
proceeding. The consents to jurisdiction and venue set forth in this Section 7.11(b) shall not
constitute general consents to service of process in the State of Delaware and shall have no effect
for any purpose except as provided in this paragraph and shall not be deemed to confer rights on
any Person other than the parties hereto. Each party hereto agrees that service of process upon
such party in any action or proceeding arising out of or relating to this Agreement shall be
effective if notice is given by overnight courier at the address set forth in Section 7.04 of this
Agreement; provided, that nothing in this Section 7.11(b) shall affect the right of any party to
serve legal process in any other manner permitted by Law. The parties hereto agree that a final
judgment in any such action or proceeding shall be conclusive and may be enforced in other
jurisdictions by suit on the judgment or in any other manner provided by applicable Law;
provided, however, that nothing in the foregoing shall restrict any party’s rights to seek any postjudgment relief regarding, or any appeal from, such final trial court judgment.
Section 7.12 WAIVER OF JURY TRIAL.
EACH PARTY HERETO
ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH MAY ARISE
UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT
ISSUES, AND THEREFORE IT HEREBY IRREVOCABLY AND UNCONDITIONALLY
WAIVES ANY AND ALL RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF
ANY PROCEEDING OR COUNTERCLAIM (WHETHER BASED ON CONTRACT, TORT
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OR OTHERWISE) DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO
THIS AGREEMENT OR ANY OF THE AGREEMENTS DELIVERED IN CONNECTION
HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY OR
THE ACTIONS OF PARENT, MERGER SUB OR THE COMPANY IN THE NEGOTIATION,
ADMINISTRATION, PERFORMANCE AND ENFORCEMENT HEREOF OR THEREOF.
EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE,
AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) IT UNDERSTANDS
AND HAS CONSIDERED THE IMPLICATIONS OF SUCH WAIVER, (C) IT MAKES SUCH
WAIVER VOLUNTARILY AND (D) IT HAS BEEN INDUCED TO ENTER INTO THIS
AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVER AND
CERTIFICATIONS IN THIS Section 7.12.
Section 7.13 Severability. If any term or other provision of this Agreement is found by
a court of competent jurisdiction to be invalid, illegal or incapable of being enforced by any rule
of Law or public policy, all other terms and provisions of this Agreement shall nevertheless
remain in full force and effect so long as the economic or legal substance of the Transactions is
not affected in any manner adverse to any party hereto. Upon such determination that any term
or other provision is invalid, illegal or incapable of being enforced, the parties hereto shall
negotiate in good faith to modify this Agreement so as to effect the original intent of the parties
hereto as closely as possible in an acceptable manner to the end that the Transactions are fulfilled
to the fullest extent possible.
Section 7.14 Transfer Taxes. All transfer, documentary, sales, use, stamp, registration
and other similar Taxes and fees (including penalties and interest) incurred in connection with
the Merger shall be paid by Parent and Merger Sub when due.
Section 7.15 Disclosure Letters. Certain items and matters are listed in the Company
Disclosure Letter and the Parent Disclosure Letter for informational purposes only and may not
be required to be listed therein by the terms of this Agreement. In no event shall the listing of
items or matters in the Company Disclosure Letter or the Parent Disclosure Letter be deemed or
interpreted to broaden, or otherwise expand the scope of, the representations and warranties or
covenants and agreements contained in this Agreement. No reference to, or disclosure of, any
item or matter in any Section of this Agreement or any section or subsection of the Company
Disclosure Letter or the Parent Disclosure Letter shall be construed as an admission or indication
that such item or matter is material or that such item or matter is required to be referred to or
disclosed in this Agreement or in the Company Disclosure Letter or the Parent Disclosure Letter,
as applicable. Without limiting the foregoing, no reference to, or disclosure of, a possible breach
or violation of any Contract or Law in the Company Disclosure Letter or the Parent Disclosure
Letter shall be construed as an admission or indication that a breach or violation exists or has
actually occurred.
[Signature Page Follows]
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IN WITNESS WHEREOF, the Company, Parent and Merger Sub have caused this
Agreement to be signed by their respective officers thereunto duly authorized, all as of the date
first written above.
FENIX PARTS, INC.
By:
Name: Kent Robertson
Title: President and Chief Executive Officer
FENIX PARENT LLC
By:
Name: Michael Stewart
Title: President
FENIX MERGER SUB, INC.
By:
Name: Michael Stewart
Title: President

SIGNATURE PAGE TO AGREEMENT AND PLAN OF MERGER

ANNEX I
DEFINITIONS
(a)

The following terms have the following meanings:

“Acquisition Proposal” means any proposal or offer from any Person (other than Parent,
Merger Sub or their respective Affiliates) relating to (i) any direct or indirect acquisition or
purchase of a business that constitutes more than 25% of the net revenues, net income or assets
of the Company and its Subsidiaries, taken as a whole, or more than 25% of the total voting
power of the equity securities of the Company, (ii) any tender offer or exchange offer that if
consummated would result in any Person beneficially owning more than 25% of the total voting
power of the equity securities of the Company or (iii) any merger, reorganization, consolidation,
share exchange, business combination, recapitalization, liquidation, joint venture, partnership,
dissolution or similar transaction involving the Company (or any Subsidiary or Subsidiaries of
the Company whose business constitutes more than 25% of the net revenues, net income or
consolidated assets of the Company and its Subsidiaries, taken as a whole).
“Affiliate” means, with respect to any Person, any other Person that directly or indirectly,
through one or more intermediaries, controls, is controlled by, or is under common control with,
such first Person.
“Business Day” means any day other than a Saturday or Sunday or a day on which banks
in the City of New York are required or authorized to be closed.
“Code” means the Internal Revenue Code of 1986, as amended.
“Commonly Controlled Entity” means, with respect to a Person, any other Person that,
together with such first Person, is treated as a single employer under Section 414 of the Code.
“Company Benefit Plan” means any (i) pension plan (as defined in Section 3(2) of
ERISA) or post-retirement or employment profit-sharing, insurance, health, medical or fringe
plan, program, policy or arrangement, (ii) “employee benefit plan” (within the meaning of
Section 3(3) of ERISA), (iii) bonus, incentive or deferred compensation or equity or equitybased compensation plan, program, policy or arrangement (including the Company Equity
Award Plans), (iv) severance, change in control, employment, consulting, retirement, retention or
termination plan, program, agreement, policy or arrangement or (v) other compensation or
benefit plan, program, agreement, policy, practice, contract, arrangement or other obligation,
whether or not in writing and whether or not subject to ERISA, in each case, sponsored,
maintained, contributed to or required to be maintained or contributed to by the Company, any of
its Subsidiaries or any other Commonly Controlled Entity of the Company (A) for the benefit of
any current or former director, officer or employee of the Company or any of its Subsidiaries or
(B) under which the Company or any Commonly Controlled Entity of the Company had or has
any present or future liability, other than any (x) “multiemployer plan” (within the meaning of
Section 3(37) of ERISA) or (y) plan, program, policy or arrangement mandated by applicable
Law.
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“Company Disclosure Letter” means the confidential disclosure letter dated as of the date
of this Agreement delivered by the Company to Parent and Merger Sub.
“Company Equity Award Plans” means the Fenix Amended and Restated 2014 Incentive
Stock Plan.
“Company Intervening Event” means a material change, effect, development,
circumstance, condition, state of facts, event or occurrence that (a) was not known to the
Company Board of Directors on the date hereof (or if known, the consequences of which were
not known to the Company Board of Directors as of the date hereof) and (b) does not relate in
any way to any Acquisition Proposal.
“Contract” means a contract, purchase order, license, sublicense, lease, sublease, option,
warrant, guaranty, indenture, note, bond, mortgage or other legally binding agreement or
instrument, whether written or unwritten.
“control” (including in the terms “controlling”, “controlled”, “controlled by” and “under
common control with”) means the possession, directly or indirectly, of the power to direct or
cause the direction of the management policies of a Person, whether through the ownership of
voting securities, by contract or otherwise.
“Employee Stock Purchase Plan” means the Fenix Employee Stock Purchase Plan.
“Environmental Law” means any Law relating to (i) pollution or protection of the
environment or natural resources, including indoor and ambient air, soil, surface water or
groundwater, sediment, flora and fauna, (ii) the exposure to hazardous, deleterious or toxic
materials, human health or safety and (iii) the presence of, exposure to, or the management,
manufacture or other generation, use, storage, recycling, treatment, discharge, release,
transportation, processing, disposal or remediation of Hazardous Materials.
“Equity Commitment Letter” means that certain equity commitment letter by and among
Parent and the Equity Financing Sources, dated as of the date hereof.
“Equity Financing Sources” means the parties bound by the Equity Commitment Letter to
invest in Parent.
“ERISA” means the Employee Retirement Income Security Act of 1974, as amended.
“Exchange Act” means the Securities Exchange Act of 1934, as amended.
“Existing Credit Facility” means that certain Amended and Restated Multicurrency
Credit Agreement dated effective as of December 31, 2015, among the Company, Fenix Parts
Canada Inc. and their subsidiaries as guarantors, BMO Harris Bank N.A., as administrative
agent, lender and letter of credit issuer, Bank of Montreal as lender and letter of credit issuer, and
the other lenders from time to time party thereto.
“Governmental Entity” means any federal, state, local, or non-United States government,
any court or tribunal of competent jurisdiction, any administrative, regulatory (including any
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stock exchange) or other governmental or quasi-governmental agency, commission, branch or
authority or other governmental entity or body.
“Hazardous Materials” means any substance, waste or material defined, characterized or
regulated as hazardous, acutely hazardous, toxic, a pollutant or a contaminant, or that could
reasonably be expected to result in liability, controls or restrictions under any applicable
Environmental Law currently in effect, including petroleum, petroleum products, by-products
and distillates, pesticides, dioxin, polychlorinated biphenyls, mold, biological hazards, asbestos
and asbestos-containing materials.
“Indebtedness” means, with respect to any Person, without duplication, (a) all obligations
of such Person for borrowed money (other than intercompany indebtedness), (b) all obligations
of such Person evidenced by bonds, debentures, notes or similar instruments, (c) all obligations
of such Person evidenced by letters of credit, bankers’ acceptances or similar facilities to the
extent drawn upon by the counterparty thereto, (d) all capitalized lease obligations of such
Person, (e) obligations under any interest rate, currency or other hedging agreement, (f) amounts
owing as deferred purchase price for property or services in respect of which a Person is liable,
contingently or otherwise (including “earn-outs” and “seller notes” payable with respect to the
acquisition of any business, assets or securities), (g) all guarantees or other assumptions of
liability for any of the foregoing and (h) and any interest, prepayment penalties, premiums, fees
and expenses due and payable in respect of any of the foregoing.
“Intellectual Property” means all (i) patents and patent applications, (ii) trademarks,
service marks, trade dress, logos, Internet domain names, trade names and corporate names,
whether registered or unregistered, and the goodwill associated therewith, together with any
registrations and applications for registration thereof, (iii) copyrights and rights under copyrights,
whether registered or unregistered, and any registrations and applications for registration thereof,
(iv) trade secrets and other rights in know-how and confidential or proprietary information,
including any technical data, specifications, techniques, inventions and discoveries, in each case,
to the extent that it qualifies as a trade secret under applicable Law and (v) all other intellectual
property rights recognized by applicable Law.
“Knowledge” means (i) with respect to the Company, the actual knowledge of any of the
Persons set forth in Section 7.05 of the Company Disclosure Letter and (ii) with respect to Parent
or Merger Sub, the actual knowledge of any of the Persons set forth in Section 7.05 of the Parent
Disclosure Letter.
“Law” means any federal, state, local or non-United States law, statute, regulation, rule,
ordinance, judgment, order, injunction or decree of any Governmental Entity.
“Material Adverse Effect” means any Change that has a material adverse effect on the
business, financial condition or results of operations of the Company and its Subsidiaries, taken
as a whole; provided, however, that no Changes arising out of or resulting from any of the
following shall, either alone or in combination, constitute or contribute to a Material Adverse
Effect: (i) Changes in the economy in the United States or elsewhere in the world, including as a
result of changes in geopolitical conditions, (ii) Changes that affect any of the industries in which
the Company or any of its Subsidiaries do business or in which the products or services of the
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Company or any of its Subsidiaries are used or distributed, (iii) Changes in financial, debt,
capital, credit or securities markets generally in the United States or elsewhere in the world,
including changes in interest rates, (iv) Changes in the stock price, or trading volume of the
Shares or credit rating of the Company or any of its Subsidiaries or any failure by the Company
to meet published analyst estimates or expectations of the Company’s revenue, earnings or other
financial performance or results of operations for any period, or any failure by the Company to
meet its internal or published projections, budgets, plans or forecasts of its revenues, earnings or
other financial performance or results of operations for any period (it being understood that the
Changes underlying any such Change or failure described in this clause (iv) that are not
otherwise excluded from the definition of a “Material Adverse Effect” may be considered in
determining whether there has been a Material Adverse Effect), (v) Changes or prospective
Changes in Law, legislative or political conditions or policy or practices of any Governmental
Entity, (vi) Changes or prospective Changes in GAAP or principles or interpretations thereof,
(vii) an act of terrorism or an outbreak or escalation of hostilities or war (whether declared or not
declared) or earthquakes, any weather-related or other force majeure events or other natural
disasters or any national or international calamity or crisis, (viii) the execution and delivery of
this Agreement or the public announcement or pendency of the Merger or the Transactions, in
each case, including any impact thereof on relationships, contractual or otherwise, with
customers, suppliers, distributors, lenders, partners or employees of the Company and its
Subsidiaries, (ix) the performance by the Company of this Agreement and the Transactions,
including compliance with the covenants set forth herein and any action taken or omitted to be
taken by the Company at the request of Parent or Merger Sub, or (x) the filing of (or any adverse
determination in) any Proceeding relating to this Agreement, the Merger, or the other
Transactions; provided, further, that any Change referred to in clause (i), (ii), (iii), (iv), (v), (vi)
or (vii) above may constitute, and be taken into account in determining the occurrence of, a
Material Adverse Effect if and only to the extent that such change or event has a disproportionate
adverse impact on the Company and its Subsidiaries, taken as a whole, as compared to the other
companies that operate in the industry in which the Company and its Subsidiaries operate.
“Parent Disclosure Letter” means the confidential disclosure letter dated as of the date of
this Agreement delivered by Parent to the Company.
“Permitted Liens” means (i) mechanics’, materialmen’s, carriers’, workmen’s,
repairmen’s, vendors’, operators’ or other like Liens, if any, that do not materially detract from
the value of or materially interfere with the use of any of the assets of the Company and its
Subsidiaries as currently conducted, (ii) Liens arising under original purchase price conditional
sales contracts and equipment leases with third parties entered into in the ordinary course of
business, (iii) title defects or Liens (other than those constituting Liens for the payment of
Indebtedness), if any, that do not or would not, individually or in the aggregate, impair in any
material respect the use or occupancy of the assets of the Company and its Subsidiaries, taken as
a whole, (iv) Liens for Taxes that are not yet due or payable or that may thereafter be paid
without penalty, (v) Liens supporting surety bonds, performance bonds and similar obligations
issued in connection with the businesses of the Company and its Subsidiaries, (vi) Liens not
created by the Company or its Subsidiaries that affect the underlying fee interest of a Company
Leased Real Property, (vii) Liens that are disclosed on the most recent consolidated balance
sheet of the Company included in the SEC Reports or notes thereto or securing liabilities
reflected on such balance sheet, (viii) Liens arising under or pursuant to the organizational
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documents of the Company or any of its Subsidiaries, (ix) grants to others of rights-of-way,
surface leases or crossing rights and amendments, modifications, and releases of rights-of-way,
surface leases or crossing rights in the ordinary course of business, (x) with respect to rights-ofway, restrictions on the exercise of any of the rights under a granting instrument that are set forth
therein or in another executed agreement, that is of public record or to which the Company or
any of its Subsidiaries otherwise has access, between the parties thereto, (xi) Liens which an
accurate up-to-date survey would show, (xii) Liens resulting from any facts or circumstances
relating to Parent or any of its Affiliates and (xiii) Liens that do not and would not reasonably be
expected to materially impair the continued use of a Company Leased Real Property as currently
operated.
“Person” means an individual, corporation (including not-for-profit), Governmental
Entity, general or limited partnership, limited liability company, joint venture, estate, trust,
association, organization, unincorporated organization, other entity of any kind or nature or
group (as defined in Section 13(d)(3) of the Exchange Act).
“Required Stockholder Approval” means the adoption of this Agreement by the holders
of a majority of the outstanding Shares entitled to vote on such matter at the Special Meeting.
“SEC” means the United States Securities and Exchange Commission.
“SEC Reports” means all forms, statements, certifications, reports and other documents
required to be filed or furnished by the Company with the SEC, including (i) those filed or
furnished subsequent to the date of this Agreement and (ii) all exhibits and other information
incorporated therein and all amendments and supplements thereto.
“Securities Act” means the Securities Act of 1933, as amended.
“Solvent” means, when used with respect to any Person, as of any date of determination,
(i) the amount of the fair saleable value of the assets of such Person will, as of such date, exceed
the sum of (A) 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 (B) 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, (ii)
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 (iii) such Person will be able to pay its liabilities, as of such date, including contingent and
other liabilities, as they mature.
“Subsidiary” means, with respect to any Person, (i) any other Person (other than a
partnership, joint venture or limited liability company) of which more than 50% of the total
voting power of shares of stock or other equity interests entitled to vote in the election of
directors, managers or trustees is at the time of determination owned or controlled, directly or
indirectly, by such first Person and (ii) any partnership, joint venture or limited liability company
of which (A) more than 50% of the capital accounts, distribution rights, total equity or voting
interests or general or limited partnership interests, as applicable, are owned or controlled,
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directly or indirectly, by such Person, whether in the form of membership, general, special or
limited partnership interests or otherwise or (B) such Person or any Subsidiary of such Person is
a controlling general partner or otherwise controls such entity.
“Superior Proposal” means a bona fide Acquisition Proposal relating to any direct or
indirect acquisition or purchase of (i) assets that generate more than 50% of the consolidated
total revenues or operating income of the Company and its Subsidiaries, taken as a whole, (ii)
assets that constitute more than 50% of the consolidated total assets of the Company and its
Subsidiaries, taken as a whole or (iii) more than 50% of the total voting power of the equity
securities of the Company, in each case, that the Company Board of Directors determines in
good faith (x) is reasonably likely to be consummated in accordance with its terms, taking into
account all legal, financial and regulatory aspects of the proposal and the Person making the
proposal and (y) if consummated, would result in a transaction more favorable to the Company’s
stockholders from a financial point of view than the Merger.
“Tax Return” means any return, declaration, report, election, claim for refund or
information return or any other statement or form filed or required to be filed with any
Governmental Entity relating to Taxes, including any schedule or attachment thereto, and
including any amendment thereof.
“Taxes” means any federal, state, local, or foreign income, gross receipts, branch profits,
license, payroll, employment, excise, severance, stamp, occupation, premium, windfall profits,
escheat, environmental, customs duties, capital stock, franchise, profits, withholding, social
security, unemployment, disability, real property, personal property, sales, use, transfer,
registration, ad valorem, value added, alternative or add-on minimum or estimated tax or other
tax of any kind whatsoever, including any interest, penalty, addition to tax or additional amount
with respect thereto, whether disputed or not.
“Willful Breach” means, with respect to any breach or failure 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 party with actual knowledge
that such party’s act or failure to act would result in or constitute a breach of this Agreement.
For the avoidance of doubt, the failure of a party hereto to consummate the Closing when
required pursuant to Section 1.02 shall be a Willful Breach of this Agreement.
(a)

Each of the following terms is defined in the Section set forth opposite

such term:
Term ............................................................................................................Section
Acknowledgement and Release Letters.......................................................Section 4.12
Agreement ...................................................................................................Preamble
Alternative Acquisition Agreement.............................................................Section 3.03(c)
Board Recommendation ..............................................................................Section 2.01(d)(i)
Book-Entry Shares.......................................................................................Section 1.04(a)
Cancelled Shares .........................................................................................Section 1.04(a)
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Certificate ....................................................................................................Section 1.04(a)
Certificate of Merger ...................................................................................Section 1.03
Change .........................................................................................................Section 2.01(f)
Change in Recommendation........................................................................Section 3.03(c)
Change in Recommendation Notice............................................................Section 3.03(d)
Closing.........................................................................................................Section 1.02
Closing Date ................................................................................................Section 1.02
Company......................................................................................................Preamble
Company Bylaws.........................................................................................Section 2.01(a)
Company Certificate of Incorporation.........................................................Section 2.01(a)
Company Employees...................................................................................Section 4.05(a)
Company Leased Real Property ..................................................................Section 2.01(p)(i)
Company Option .........................................................................................Section 1.05(c)
Company Preferred Stock............................................................................Section 2.01(c)(i)
Company Real Property Lease ....................................................................Section 2.01(p)(i)
Company RSU.............................................................................................Section 1.05(b)
Confidentiality Agreement ..........................................................................Section 4.03(b)
Continuation Period.....................................................................................Section 4.03(a)
Costs ............................................................................................................Section 4.07(a)
D&O Insurance............................................................................................Section 4.07(c)
DGCL ..........................................................................................................Section 1.01
Dissenting Shares ........................................................................................Section 1.08
Effective Time .............................................................................................Section 1.03
Exchange Fund ............................................................................................Section 1.06(a)
Final Exercise Date......................................................................................Section 1.05(d)
GAAP ..........................................................................................................Section 2.01(e)(ii)
Indemnified Parties......................................................................................Section 4.07(a)
Liens ...........................................................................................................Section 2.01(b)
Material Contract.........................................................................................Section 2.01(i)
Maximum Annual Premium ........................................................................Section 4.07(c)
Merger .........................................................................................................Recitals
Merger Sub ..................................................................................................Preamble
New LLC .....................................................................................................Section 1.12
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Orders ..........................................................................................................Section 5.01(a)
Parent ...........................................................................................................Preamble
Parent Organizational Documents ...............................................................Section 2.02(a)
Paying Agent ...............................................................................................Section 1.06(a)
Payoff Letter ................................................................................................Section 4.11
Permits.........................................................................................................Section 2.01(j)
Per Share Merger Consideration .................................................................Section 1.04(a)
Proceeding ...................................................................................................Section 2.01(h)
Proxy Statement...........................................................................................Section 2.01(g)
Representatives............................................................................................Section 3.03(a)
SEC Reports ................................................................................................Section 2.01(e)(i)
Share ............................................................................................................Section 1.04(a)
Special Meeting ..........................................................................................Section 3.04(a)
Special Voting Stock ...................................................................................Section 2.01(c)(i)
Support Agreement......................................................................................Recitals
Surviving Corporation .................................................................................Section 1.01
Tail Policy ...................................................................................................Section 4.07(d)
Termination Date.........................................................................................Section 6.01(b)(i)
Termination Fee...........................................................................................Section 6.02(b)
Transition Bonus Agreement.......................................................................Section 4.05(a)
Voting Company Debt.................................................................................Section 2.01(c)(ii)
Waiver .........................................................................................................Section 3.03(b)
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EXHIBIT A
FORM OF VOTING AND SUPPORT AGREEMENT
This VOTING AND SUPPORT AGREEMENT (hereinafter referred to as this
“Agreement”), dated as of February 27, 2018, is by and among Fenix Parent LLC, a Delaware
limited liability company (“Parent”), Fenix Merger Sub Inc., a Delaware corporation and a
wholly-owned subsidiary of Parent (“Merger Sub”), and the Person identified on Schedule I
attached hereto (“Stockholder”).
WHEREAS, Stockholder is, as of the date hereof, the record and beneficial owner (for
purposes of this Agreement, “beneficial owner” (including “beneficially own” and other
correlative terms) shall have the meaning set forth in Rule 13d-3 promulgated under the
Securities Exchange Act of 1934, as amended (together with the rules and regulations
promulgated thereunder, the “Exchange Act”)) of and has the right to vote on the number of
shares of Common Stock of Fenix Parts, Inc., a Delaware corporation (the “Company”), as set
forth opposite the name of Stockholder on Schedule I hereto;
WHEREAS, Parent, Merger Sub, and the Company have entered into an Agreement and
Plan of Merger, dated as of the date hereof (as may be amended, restated, supplemented or
otherwise modified from time to time, the “Merger Agreement”), which provides, among other
things, for the merger of Merger Sub with and into the Company (the “Merger”), with the
Company being the surviving entity of such Merger and a wholly-owned subsidiary of Parent,
upon the terms and subject to the conditions set forth in the Merger Agreement (unless otherwise
defined or indicated herein, capitalized terms used herein shall have the respective meanings
specified in the Merger Agreement); and
WHEREAS, as a condition to the willingness of Parent and Merger Sub to enter into the
Merger Agreement and as an inducement and in consideration therefor, Parent and Merger Sub
have required that Stockholder, and Stockholder has agreed to, enter into this Agreement.
NOW, THEREFORE, in consideration of the foregoing and the mutual covenants and
agreements set forth herein, and intending to be legally bound hereby, the parties hereto agree as
follows:
Section 1.
Representations and Warranties of Stockholder.
represents and warrants to Parent and Merger Sub as follows:

Stockholder hereby

(a)
As of the time of execution of this Agreement, Stockholder (i) is the
record and/or beneficial owner of the shares of Common Stock (together with any shares of
Common Stock which such Stockholder may acquire at any time in the future during the term of
this Agreement, including pursuant to any exercise of Company Options, the “Stockholder
Securities”) set forth opposite Stockholder’s name on Schedule I to this Agreement and (ii)
except as set forth in Schedule I to this Agreement, neither holds nor has any beneficial
ownership interest in any other shares of Common Stock, Company RSUs or Company Options.
(b)
Stockholder has the legal capacity to execute and deliver this Agreement
and to vote the Stockholders Securities as contemplated hereby.

(c)
This Agreement has been duly executed and delivered by Stockholder and,
assuming this Agreement constitutes a legal, valid and binding obligation of Parent and Merger
Sub, this Agreement constitutes a legal, valid and binding obligation of Stockholder, enforceable
against Stockholder in accordance with its terms, subject to the Enforceability Exceptions.
(d)
Neither the execution and delivery of this Agreement nor the voting by
Stockholder of the Stockholders Securities contemplated hereby will result in a violation of, or a
default under, or conflict with, any contract, trust, commitment, agreement, understanding or
arrangement of any kind to which Stockholder is a party or by which Stockholder or
Stockholder’s assets are bound, except for such violations, defaults or conflicts as would not
reasonably be expected to prevent or materially delay Stockholder’s performance of its
obligations under this Agreement. The voting by Stockholder of the Stockholders Securities
contemplated hereby will not (i) violate any provision of any decree, order or judgment
applicable to Stockholder or (ii) require any consent, approval, or notice under any legal
requirements applicable to and known by Stockholder, other than such consents, approvals and
notices that, if not obtained, made or given, would not prevent or materially delay Stockholder’s
performance of its obligations under this Agreement.
(e)
The Stockholder Securities and the Certificates or Book-Entry Shares, as
the case may be, representing the Stockholder Securities are now, and, at all times during the
term of this Agreement will be, held by Stockholder or by a nominee or custodian for the benefit
of Stockholder, free and clear of all Liens, except for any such Liens arising hereunder and any
applicable restrictions on transfer under the Securities Act (collectively, “Permitted Liens”).
(f)
Stockholder has full voting power, with respect to the Stockholder
Securities, and full power of disposition, full power to issue instructions with respect to the
matters set forth herein, and full power to agree to all of the matters set forth in this Agreement,
in each case with respect to all of the Stockholder Securities. The Stockholder Securities are not
subject to any proxy, voting trust or other agreement, arrangement or restriction with respect to
the voting of such Stockholder Securities.
(g)
As of the time of execution of this Agreement, there is no Proceeding or
governmental or regulatory investigations of any nature pending or, to the knowledge of
Stockholder, threatened against Stockholder at law or equity before or by any Governmental
Entity that would reasonably be expected to prevent or materially delay Stockholder’s
performance of its obligations under this Agreement.
(h)
Stockholder has received and reviewed a copy of the Merger Agreement.
Stockholder understands and acknowledges that Parent and Merger Sub are entering into the
Merger Agreement in reliance upon Stockholder’s execution, delivery and performance of this
Agreement.
(i)
No broker, investment bank, financial advisor or other Person is entitled to
any broker’s, finder’s, financial adviser’s or similar fee or commission in connection with the
transactions contemplated by this Agreement based upon arrangements made by or on behalf of
Stockholder.
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Section 2.
Representations and Warranties of Parent and Merger Sub. Each of Parent
and Merger Sub hereby, jointly and severally, represent and warrant to Stockholder as follows:
(a)
Each of Parent and Merger Sub is an entity duly organized, validly
existing and in good standing under the Laws of its jurisdiction of organization and each of
Parent and Merger Sub has the corporate power and authority, as the case may be, to execute and
deliver and perform its obligations under this Agreement and the Merger Agreement and to
consummate the transactions contemplated hereby and thereby, and each has taken all necessary
action to duly authorize the execution, delivery and performance of this Agreement and the
Merger Agreement.
(b)
This Agreement and the Merger Agreement have been duly authorized,
executed and delivered by each of Parent and Merger Sub, and, assuming this Agreement and the
Merger Agreement constitute legal, valid and binding obligations of the other parties hereto and
thereto, constitute the legal, valid and binding obligations of each of Parent and Merger Sub, are
enforceable against each of them in accordance with their terms, subject to the Enforceability
Exceptions.
(c)
Neither the execution and delivery of this Agreement nor the
consummation by Parent and Merger Sub of the transactions contemplated hereby will result in a
violation of, or a default under, or conflict with, any contract, trust, commitment, agreement,
understanding or arrangement of any kind to which either Parent or Merger Sub is a party or by
which Parent or Merger Sub, or any of their respective assets are bound, except for such
violations, defaults or conflicts as would not prevent or materially delay Parent’s or Merger
Sub’s performance of its obligations under this Agreement and the Merger Agreement. The
consummation by Parent and Merger Sub of the transactions contemplated hereby will not (i)
violate any provision of any decree, order or judgment applicable to Parent or Merger Sub, (ii)
require any consent, approval, or notice under any legal requirements applicable to Parent or
Merger Sub, other than such consents, approvals and notices that, if not obtained, made or given,
would not prevent or materially delay Parent’s and Merger Sub’s performance of their respective
obligations under this Agreement and the Merger Agreement, or (iii) violate any provision of
Parent’s or Merger Sub’s organizational documents.
Section 3.

Transfer of the Shares; Other Actions.

(a)
Prior to the Termination Date, except as otherwise expressly provided
herein (including pursuant to this Section 3 or Section 4) or in the Merger Agreement,
Stockholder shall not, and shall cause each of its Subsidiaries not to: (i) directly or indirectly
transfer, assign, sell, gift-over, hedge, pledge or otherwise dispose (whether by sale, liquidation,
dissolution, dividend or distribution) of, enter into any derivative arrangement with respect to, or
create any Lien (other than Permitted Liens) on or enter into any agreement with respect to (any
of the foregoing, a “Transfer”), any or all of its Stockholder Securities; (ii) enter into any
contract, option or other agreement, arrangement or understanding with respect to any Transfer
of any or all of its Stockholder Securities; (iii) grant any proxy, power-of-attorney or other
authorization or consent with respect to any of the Stockholder Securities with respect to any
matter that is in contravention of the obligations of Stockholder under this Agreement with
respect to the Stockholder Securities; (iv) deposit any of the Stockholder Securities into a voting
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trust, or enter into a voting agreement or arrangement with respect to any of such Stockholder
Securities in contravention of the obligations of Stockholder under this Agreement with respect
to the Stockholder Securities; or (v) take or cause the taking of any other action that would
reasonably be expected to prevent or materially delay the performance of such Stockholder’s
obligations hereunder. Any action taken in violation of the foregoing sentence shall be null and
void ab initio. If any involuntary Transfer of any of the Stockholder Securities shall occur
(including, but not limited to, a sale by Stockholder’s trustee in any bankruptcy, or a sale to a
purchaser at any creditor’s or court sale), the transferee (which term, as used herein, shall include
any and all transferees and subsequent transferees of the initial transferee) shall take and hold
such Stockholder Securities subject to all of the restrictions, liabilities and rights under this
Agreement, which shall continue in full force and effect until the Termination Date.
(b)
Stockholder agrees that it will not exercise any appraisal rights of such
Stockholder Securities available to Stockholder with respect to the Merger.
Section 4.

Voting of Shares.

(a)
Without in any way limiting Stockholder’s right to (i) vote in his capacity
as a director of the Company or (ii) vote the Stockholder Securities in its sole discretion on any
other matters not set forth in Section 4(a)(ii) that may be submitted to a Stockholder vote,
consent or other approval, at any annual, special or other meeting of the Company’s stockholders
called or any action by written consent in lieu of a meeting of stockholders of the Company with
respect to any of the following, and at any adjournment or postponement thereof, Stockholder (in
Stockholder’s capacity as a holder of the Stockholder Securities) shall, or shall cause the holder
of record on any applicable record date to, (i) appear at each such meeting or otherwise cause all
of Stockholder’s Stockholder Securities entitled to vote to be counted as present thereat for
purposes of calculating a quorum and (ii) vote (or cause to be voted), in person or by proxy, all
Stockholder Securities, beneficially owned by Stockholder and entitled to vote (A) in favor of
the adoption of the Merger Agreement and the approval of the Merger and the Transactions,
and/or (B) against (x) any action or agreement which would reasonably be expected to prevent,
delay, or adversely affect the Merger Agreement, the Merger or this Agreement, (y) any
Acquisition Proposal and (z) any action, proposal, transaction or agreement that would
reasonably be expected to result in a breach of any covenant, representation or warranty or any
other obligation or agreement of Stockholder under this Agreement. Any vote by Stockholder
that is not in accordance with this Section 4(a) will be considered null and void.
(b)
Notwithstanding the foregoing, Stockholder shall retain at all times the
right to vote the Stockholder Securities held by it in its sole discretion and without any other
limitation on those matters other than those set forth in Section 4(a)(ii) that are at any time or
from time to time presented for consideration to the Company’s stockholders.
Section 5.
No Solicitation. Subject to Section 6, Stockholder agrees that it shall not,
and shall cause its advisors or representatives (such advisors or representatives, collectively,
“Representatives”) not to, directly or indirectly, (i) initiate, solicit or knowingly encourage or
facilitate any Acquisition Proposal or the making of any proposal that would reasonably be
expected to lead to an Acquisition Proposal or (ii) participate in any discussions or negotiations
regarding, or furnish or provide any non-public information to any Person in connection with,
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any Acquisition Proposal. Promptly following the execution and delivery of this Agreement on
the date hereof, Stockholder shall (A) cease and cause to be terminated all discussions or
negotiations of Stockholder, its Affiliates and its and their Representatives with any Person
conducted heretofore with respect to any Acquisition Proposal, or any inquiry or proposal that
could reasonably be expected to lead to, or result in, an Acquisition Proposal and (B) request the
prompt return or destruction of any confidential information provided to any Person within the
twelve (12) months immediately preceding the date of this Agreement in connection with any
Acquisition Proposal.
Section 6.
Directors and Officers. Notwithstanding any provision of this Agreement
to the contrary, (a) this Agreement shall apply to Stockholder solely in Stockholder’s capacity as
a holder of the Stockholder Securities and/or other shares of Common Stock, Company RSUs or
Company Options and not in Stockholder’s or any partner, officer, employee, affiliate or
Representative of Stockholder’s capacity as a director, officer or employee of the Company and
(b) notwithstanding any provision of this Agreement to the contrary, nothing in this Agreement
shall limit or restrict any actions or omissions of any such Person in his or her capacity as a
director and/or officer of the Company or from fulfilling the duties and obligations of such
office, including in the exercise of his or her fiduciary duties as a director and/or officer of the
Company.
Section 7.
Further Assurances. Each party shall execute and deliver any additional
documents and take such further actions that are reasonably necessary to carry out all of its
obligations under the provisions hereof.
Section 8.
Termination. This Agreement will terminate upon the earlier of (a) the
Effective Time and (b) the date of termination of the Merger Agreement in accordance with its
terms (the “Expiration Time”), at which time this Agreement shall forthwith become void and of
no effect and there shall be no liability or obligation on the part of any party hereto (or any of its
Representatives), except that this Section 8, Section 9 and Section 13 shall survive the Expiration
Time indefinitely and Section 4(a)(ii)(B)(y) shall survive the Expiration Time for a period of 180
days if the Merger Agreement is terminated pursuant to any termination provision which does
not require the Company to pay the Termination Fee to Parent; provided, further that no such
termination or expiration shall relieve any party hereto from any liability for any breach of this
Agreement occurring prior to such termination.
Section 9.
Expenses. All fees and expenses incurred in connection with the
negotiation and execution of this Agreement and the transactions contemplated hereby shall be
paid by the party incurring such fees and expenses, whether or not the Merger is consummated.
Section 10.
Public Announcements.
Stockholder shall not make public
announcements regarding this Agreement and the transactions contemplated hereby that are
inconsistent with the public statements made by the Company and Parent in connection with this
Agreement, the Merger Agreement and the Transactions contemplated thereby, without the prior
written consent of Parent. Stockholder (a) consents to and authorizes (i) the publication and
disclosure by the Company and the Parent of the initial news release regarding the Merger and
any news releases or otherwise making public announcements with respect to the Merger and the
other Transactions, and (ii) the publication and disclosure by the Company, Parent and their
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respective affiliates of its identity and beneficial ownership of the Stockholder Securities and the
nature of its commitments, obligations, arrangements and understandings under this Agreement
in the Proxy Statement and (b) agrees to promptly give to the Company and Parent any
information relating to Stockholder they may reasonably require for the preparation of the Proxy
Statement and any related documents; provided that Stockholder makes no representations, and
shall have no liability to Parent, Merger Sub or the Company or any of their respective affiliates,
with respect to any other disclosure made by Parent, Merger Sub, the Company or any of their
respective affiliates, or with respect to any other information contained in any such disclosure
documents.
Section 11.
Adjustments; Additional Stockholder Securities. In the event (a) of
reclassification, stock split (including a reverse stock split), combination, stock dividend or
distribution, recapitalization, subdivision, merger, issuer tender or exchange offer, or other
similar transaction or (b) that Stockholder shall become the beneficial owner of any additional
shares of Common Stock and Company Options, then the terms of this Agreement shall apply to
the shares of Common Stock and Company Options held by Stockholder immediately following
the effectiveness of the events described in clause (a) or Stockholder becoming the beneficial
owner thereof as described in clause (b), as though, in either case, they were Stockholder
Securities hereunder. In the event that Stockholder shall become the beneficial owner of any
other securities entitling the holder thereof to vote or give consent with respect to the matters set
forth in Section 4(a)(ii) hereof, then the terms of Section 4 hereof shall apply to such other
securities as though they were Stockholder Securities hereunder.
Section 12.

Miscellaneous.

(a)
Notices. All notices, requests, claims, demands and other communications
hereunder shall be in writing and shall be given (and shall be deemed to have been duly given
upon receipt) by delivery in person, by facsimile or email or by registered or certified mail
(postage prepaid, return receipt requested and providing proof of delivery) to the respective
parties hereto at the following addresses, facsimile numbers or email addresses as follows (or at
such other address, facsimile number or email address for a party as shall be specified by like
notice):
If to Stockholder, to the address set forth on Schedule I hereto,
with a copy to (which shall not constitute notice):
Craig Colmar
Johnson and Colmar
2201 Waukegan Road, Suite 260
Bannockburn, Illinois 60015
Fax No.: 312-922-9283
Attention: Craig P. Colmar
Email: cpcolmar@jocolaw.com
and
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Mayer Brown LLP
71 South Wacker Drive
Chicago, Illinois 60606
Fax No.: (312) 706-8106
Attention: Edward S. Best
Email: ebest@mayerbrown.com
If to Parent or Merger Sub, to:
Fenix Parent LLC
c/o Stellex Capital Partners LP
900 Third Avenue, 14th Floor
New York, NY 10022
Attention: Michael Stewart
Email: mstewart@stellexcapital.com
with a copy to (which shall not constitute notice):
Dentons US LLP
1221 Avenue of the Americas
New York, NY 10020
Fax No.: (212) 768-6800
Attention: Oscar N Pinkas, Esq.
Email: oscar.pinkas@dentons.com
(b)
Headings. The descriptive headings contained in this Agreement are
included for convenience of reference only and shall not affect in any way the meaning or
interpretation of this Agreement.
(c)
Counterparts. This Agreement may be executed in one or more
counterparts (including by facsimile or by attachment to electronic mail in portable document
format (PDF) each of which shall be deemed an original to the other parties), and by the different
parties hereto in separate counterparts, each of which when executed shall be deemed an original
but all of which taken together shall be considered one and the same agreement and shall become
effective when one or more counterparts have been signed by each of the parties hereto and
delivered to the other parties hereto.
(d)
Entire Agreement, No Third-Party Beneficiaries. This Agreement (i)
constitutes the entire agreement among the parties hereto with respect to the subject matter
hereof and supersedes all prior agreements and understandings, both written and oral, among or
between any of the parties hereto, with respect to the subject matter hereof and (ii) is not
intended to, nor shall it, confer upon any other person any rights, benefits or remedies of any
nature whatsoever under or by reason of this Agreement.
(e)
Governing Law, Jurisdiction. This Agreement shall be governed and
construed in accordance with the Laws of the State of Delaware, without regard to any conflicts
of laws principles that would result in the application of the Law of any other state or
jurisdiction. Each party hereby irrevocably and unconditionally submits, for itself and its
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property, to the exclusive jurisdiction of the Delaware Court of Chancery, or, if (and only if)
such court lacks subject matter jurisdiction, the Superior Court of the State of Delaware or, to the
extent they have subject matter jurisdiction, Federal courts of the United States of America
sitting in the State of Delaware, and the respective appellate courts from the foregoing (all of the
foregoing, collectively, the “Delaware Courts”), in any action or proceeding arising out of or
relating to this Agreement, the Merger Agreement or the transactions contemplated hereby or
thereby or the agreements delivered in connection herewith or therewith or the transactions
contemplated hereby or thereby or for recognition or enforcement of any judgment relating
thereto, and each party hereby irrevocably and unconditionally (a) agrees not to commence any
such action or proceeding except in the applicable Delaware Court, (b) agrees that any claim in
respect of any such action or proceeding may be heard and determined in the applicable
Delaware Court, (c) waives, to the fullest extent it may legally and effectively do so, any
objection that it may now or hereafter have to the laying of venue of any such action or
proceeding in the applicable Delaware Court and (d) waives, to the fullest extent permitted by
Law, the defense of an inconvenient forum to the maintenance of such action or proceeding in
the applicable Delaware Court. Each party agrees that a final judgment in any such action or
proceeding shall be conclusive and may be enforced in other jurisdictions by suit on the
judgment or in any other manner provided by Law. Each party irrevocably consents to service of
process in the manner provided for notices in accordance with Section 12(a) . Nothing in this
Agreement will affect the right of any party to serve process in any other manner permitted by
Law.
(f)
Waiver of Jury Trial. EACH PARTY ACKNOWLEDGES AND
AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT
OR THE MERGER AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND
DIFFICULT ISSUES, AND THEREFORE EACH SUCH PARTY HEREBY IRREVOCABLY
AND UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY
LAW, ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF
ANY SUIT, ACTION OR OTHER PROCEEDING DIRECTLY OR INDIRECTLY ARISING
OUT OF OR RELATING TO THIS AGREEMENT, THE MERGER AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY. EACH PARTY CERTIFIES
AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY OF
ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH
OTHER PARTY WOULD NOT, IN THE EVENT OF SUIT, ACTION OR OTHER
PROCEEDING, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 12(f).
(g)
Assignment. This Agreement shall not be assigned by operation of law or
otherwise without the prior written consent of each of the other parties hereto, and any
assignment without such consent shall be null and void; provided, however, that Parent and
Merger Sub may assign, in their sole discretion and without the consent of any other party
hereto, any or all of their rights, interests and obligations hereunder to each other or to one or
more direct or indirect wholly-owned Subsidiaries of Parent in connection with the assignment
of the rights, interests and obligations of Parent and/or Merger Sub under the Merger Agreement
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to such direct or indirect wholly-owned Subsidiaries of Parent in accordance with the terms of
the Merger Agreement, and any such assignee may thereafter assign, in its sole discretion and
without the consent of any other party, any or all of its rights, interests and obligations hereunder
to one or more additional direct or indirect wholly-owned Subsidiaries of Parent in connection
with the assignment of the rights, interests and obligations of such assignee under the Merger
Agreement to such additional direct or indirect wholly-owned Subsidiaries of Parent in
accordance with the terms of the Merger Agreement; provided, however, that no such
assignment shall relieve Parent or Merger Sub of any of their respective obligations under this
Agreement. Subject to the preceding two sentences, this Agreement will be binding upon, inure
to the benefit of, and be enforceable by, the parties hereto and their respective successors and
assigns.
(h)
Severability of Provisions. If any term or other provision of this
Agreement is found by a court of competent jurisdiction to be invalid, illegal or incapable of
being enforced by any rule of Law or public policy, all other conditions and provisions of this
Agreement shall nevertheless remain in full force and effect so long as the economic or legal
substance of the transactions contemplated hereby is not affected in any manner adverse to any
party hereto. Upon such determination that any term or other provision is invalid, illegal or
incapable of being enforced, the parties hereto shall negotiate in good faith to modify this
Agreement so as to effect the original intent of the parties hereto as closely as possible in an
acceptable manner to the end that the transactions contemplated hereby are fulfilled to the fullest
extent possible.
(i)
Specific Performance. The parties hereto agree that irreparable damage
for which monetary damages, even if available, would not be an adequate remedy would occur in
the event that the parties hereto do not perform the provisions of this Agreement (including any
party hereto failing to take such actions as are required of it hereunder in order to consummate
the transactions contemplated by this Agreement) in accordance with its specified terms or
otherwise breach such provisions. The parties hereto acknowledge and agree that (i) the parties
hereto will be entitled, in addition to any other remedy to which they are entitled at law or in
equity, to an injunction, specific performance and other equitable relief to prevent breaches (or
threatened breaches) of this Agreement and to enforce specifically the terms and provisions
hereof; and (ii) the right of specific enforcement is an integral part of the Agreement and without
that right, Parent would not have entered into this Agreement. It is accordingly agreed that each
party hereto shall be entitled to an injunction or injunctions to prevent breaches of this
Agreement and to enforce specifically the terms and provisions of this Agreement, this being in
addition to any other remedy to which they are entitled at law or in equity and any party hereto
seeking an injunction or injunctions to prevent breaches of this Agreement and to enforce
specifically the terms and provisions of this Agreement will not be required to provide any bond
or other security in connection with such injunction or enforcement, and each party hereto
irrevocably waives any right that it may have to require the obtaining, furnishing or posting of
any such bond or other security.
(j)
Amendment. No amendment or modification of this Agreement shall be
effective unless it shall be in writing and signed by each of the parties hereto, and no waiver or
consent hereunder shall be effective against any party unless it shall be in writing and signed by
such party.
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(k)
Binding Nature. This Agreement shall be binding upon, and shall be
enforceable by and inure solely to the benefit of, the parties hereto and their respective
successors and permitted assigns.
(l)
No Presumption. This Agreement shall be construed as if drafted jointly
by the parties, and no presumption or burden of proof shall arise favoring or disfavoring any
party by virtue of the authorship of any provisions of this Agreement.
(m)
No Agreement Until Executed. This Agreement shall not be effective
unless and until (i) the Merger Agreement is executed by all parties thereto and (ii) this
Agreement is executed by all parties hereto.
(n)
No Ownership Interest. Except as otherwise specifically provided herein,
nothing contained in this Agreement shall be deemed to vest in Parent or Merger Sub any direct
or indirect ownership or incidence of ownership of or with respect to the Stockholder Securities.
All rights, ownership and economic benefits of and relating to the Stockholder Securities shall
remain vested in and belong to Stockholder, and neither Parent nor Merger Sub shall have any
authority to manage, direct, restrict, regulate, govern, or administer any of the policies or
operations of the Company or exercise any power or authority to direct Stockholder in the voting
of any of the Stockholder Securities, except as otherwise specifically provided herein.
(Remainder of page intentionally left blank; signature pages follow)
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IN WITNESS WHEREOF, the Company, Parent and Merger Sub have caused this
Agreement to be signed by their respective officers thereunto duly authorized, all as of the date
first written above.

FENIX PARENT LLC
By:
Name: Michael Stewart
Title: President

FENIX MERGER SUB INC.
By:
Name: Michael Stewart
Title: President
[STOCKHOLDER]
By:

SIGNATURE PAGE TO VOTING AND SUPPORT AGREEMENT
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Information
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[Name]
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Beneficially Owned
Shares with a Right
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EXHIBIT B
AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION
OF
FENIX PARTS, INC.

Fenix Parts, Inc., a corporation organized and existing under and by virtue of the
provisions of the General Corporation Law of the State of Delaware (the “General Corporation
Law”),
DOES HEREBY CERTIFY:
1.
The name of the corporation is Fenix Parts, Inc. The date of the filing of its
original certificate of incorporation with the Secretary of State of the State of Delaware was
January 2, 2014. Its original certificate of incorporation was amended on August 8, 2014.
2.
That the Board of Directors duly adopted resolutions proposing to amend and
restate the Second Amended and Restated Certificate of Incorporation of this corporation,
declaring said amendment and restatement to be advisable and in the best interests of this
corporation and its stockholders, and authorizing the appropriate officers of this corporation to
solicit the consent of the stockholders therefor, which resolution setting forth the proposed
amendment and restatement is as follows:
RESOLVED, that the Second Amended and Restated Certificate of Incorporation of this
corporation be amended and restated in its entirety to read as follows:
FIRST:

The name of the corporation is FENIX MERGER SUB INC.

SECOND:
The address of the registered office in the State of Delaware is c/o
Corporation Service Company, 251 Little Falls Drive, Wilmington, Delaware 19808, and the
name of the registered agent for service of process at such address is Corporation Service
Company.
THIRD:
The purpose of the corporation is to engage in any lawful act or activity
for which corporations may be organized under the General Corporation Law of Delaware.
FOURTH:
The total number of shares of capital stock which the corporation shall
have the authority to issue is 100, all of which shall be Common Stock, of the par value of
$0.0001 per share.

FIFTH:
The name and mailing address of the sole incorporator are as follows:
Sahar Shirazi, c/o Dentons US LLP, 1221 Avenue of the Americas, New York, New York
10020-1089.
SIXTH:
The business and affairs of the corporation shall be managed by or under
the direction of a Board of Directors. In furtherance and not in limitation of the powers
conferred by statute and the by-laws of the corporation, the Board of Directors is expressly
authorized to make, amend, alter, change, add to or repeal the by-laws of the corporation,
without any action on the part of the stockholders.
SEVENTH: Whenever a compromise or arrangement is proposed between this
corporation and its creditors or any class of them and/or between this corporation and its
stockholders or any class of them, any court of equitable jurisdiction within the State of
Delaware may, on the application in a summary way of this corporation or of any creditor or
stockholder thereof, or on the application of any receiver or receivers appointed for this
corporation under the provisions of Section 291 of Title 8 of the Delaware Code or on the
application of trustees in dissolution or of any receiver or receivers appointed for this corporation
under the provisions of Section 279 of Title 8 of the Delaware Code, order a meeting of the
creditors or class of creditors, and/or of the stockholders or class of stockholders of this
corporation, as the case may be, to be summoned in such manner as the said Court directs. If a
majority in number representing three-fourths in value of the creditors or class of creditors,
and/or of the stockholders or class of stockholders of this corporation, as the case may be, agree
to any compromise or arrangement and to any reorganization of this corporation as consequence
of such compromise or arrangement, the said compromise or arrangement and the said
reorganization shall, if sanctioned by the Court to which the said application has been made, be
binding on all the creditors or class of creditors, and/or on all the stockholders or class of
stockholders, of this corporation, as the case may be, and also on this corporation.
EIGHTH:
The personal liability of the directors of the corporation is hereby
eliminated to the fullest extent permitted by the provisions of paragraph (7) of subsection (b) of
Section 102 of the General Corporation Law of the State of Delaware, as the same may be
amended and supplemented.
NINTH:
The corporation shall, to the fullest extent permitted by the provisions of
Section 145 of the General Corporation Law of the State of Delaware, as the same may be
amended and supplemented, indemnify any and all persons whom it shall have power to
indemnify under said section.
TENTH:
The corporation reserves the right to amend, alter, change or repeal any
provision contained in the Certificate of Incorporation, in the manner now or hereafter prescribed
by statute and this Certificate of Incorporation, and all rights conferred upon officers, directors
and stockholders herein are granted subject to this reservation.
In witness whereof, the Corporation has caused this Amended and Restated Certificate of
Incorporation to be signed this ___ day of __________, 2018

EXHIBIT C
AMENDED AND RESTATED
BY-LAWS
OF
FENIX PARTS, INC.
(a Delaware corporation)
ARTICLE I
OFFICES
SECTION 1. Registered Office. The registered office of the Corporation within the State of
Delaware shall be located in care of Corporation Service Company, 251 Little Falls Drive, Wilmington,
Delaware 19808.
SECTION 2. Other Offices. The Corporation may maintain offices or places of business at such
other locations within or without the State of Delaware as the Board of Directors may from time to time
determine or as the business of the Corporation may require.
ARTICLE II
STOCKHOLDERS
SECTION 1. Place of Meetings. Meetings of the stockholders of the Corporation shall be held at
such place, either within or without the State of Delaware, as shall be determined by the Board of
Directors and stated in the notice of meeting or in a written waiver signed by the person entitled to such
notice or a waiver by electronic transmission by the person entitled to such notice. The Board of Directors
may, in its sole discretion, determine that the meeting shall not be held at any place, but may instead be
held solely by means of remote communication in the manner permitted by the Delaware General
Corporation Law.
SECTION 2. Annual Meeting. Unless Directors are elected by written consent of stockholders
in lieu of an annual meeting as permitted by the Delaware General Corporation Law, an annual meeting
of stockholders shall be held for the election of Directors on a date and at a time designated by the Board
of Directors and stated in the notice of meeting or in a written waiver signed by the person entitled to such
notice or a waiver by electronic transmission by the person entitled to such notice. At such annual
meeting, the stockholders shall elect a Board of Directors by a plurality vote and transact such other
business as may properly be brought before the meeting.
SECTION 3. Special Meetings. Special meetings of the stockholders may be called by the Board
of Directors or the Chairman of the Board, if one shall have been elected.
SECTION 4. Notice of Meetings; Waiver. Except as otherwise expressly required by statute,
written notice of each annual and special meeting of stockholders shall be given stating the place, if any,
the date and hour of the meeting, and the means of remote communication, if any, by which stockholders
and proxy holders may be deemed to be present in person and vote at such meeting, the record date for
determining stockholders entitled to vote at such meeting, if such date is different from the record date for
determining stockholders entitled to notice of the meeting, and in the case of a special meeting, the
purpose or purposes for which the meeting is called. The written notice of any meeting shall be given not
less than ten nor more than sixty days before the date of the meeting to each stockholder entitled to vote at
such meeting as of the record date for determining the stockholders entitled to notice of the meeting.

Notice shall be given personally or by mail. If mailed, notice is given when deposited in the United
States mail, postage prepaid, directed to the stockholder at the stockholder’s address as it appears on the
records of the Corporation. To the fullest extent permitted by the Delaware General Corporation Law,
notice shall be permitted to be provided by electronic transmission. Notice of any meeting shall not be
required to be given to any person who attends such meeting, except when such person attends the
meeting in person or by proxy for the express purpose of objecting, at the beginning of the meeting, to the
transaction of any business because the meeting is not lawfully called or convened, or who, either before
or after the meeting, shall submit a signed written waiver of notice, or a waiver of notice by electronic
transmission, in person or by proxy. Neither the business to be transacted at, nor the purpose of, an
annual or special meeting of stockholders need be specified in any written waiver of notice or any waiver
of notice by electronic transmission.
SECTION 5. List of Stockholders for Meeting. The officer who has charge of the stock ledger of
the Corporation shall prepare and make, at least ten days before each meeting of stockholders, a complete
list of the stockholders entitled to vote at the meeting, arranged in alphabetical order, showing the address
of each stockholder and the number of shares registered in the name of each stockholder. The
Corporation is not required to include electronic mail addresses or other electronic contact information on
such list. Such list shall be open to the examination of any stockholder, for any purpose germane to the
meeting, for a period of at least ten days prior to the meeting: (i) on a reasonably accessible electronic
network, provided that the information required to gain access to such list is provided with the notice of
the meeting, or (ii) during ordinary business hours, at the Corporation’s principal place of business. If the
meeting is to be held at a place, the list of stockholders entitled to vote shall be produced and kept at the
time and place of the meeting during the whole time thereof and may be examined by any stockholder of
the Corporation who is present. If the meeting is to be held solely by means of remote communication,
then such list shall also be open to the examination of any stockholder during the whole time of the
meeting on a reasonably accessible electronic network, and the information required to access such list
shall be provided with the notice of the meeting.
SECTION 6. Quorum; Adjournments of Meetings. A majority of the shares of the Corporation
entitled to vote, present in person or represented by proxy, shall constitute a quorum at a meeting of
stockholders, except as otherwise provided by statute or by the Certificate of Incorporation. If, however,
such quorum shall not be present or represented by proxy at any meeting of stockholders, the stockholders
entitled to vote thereat, present in person or represented by proxy, shall have the power to adjourn the
meeting from time to time, without notice other than announcement at the meeting, until a quorum shall
be present or represented by proxy. At such adjourned meeting at which a quorum shall be present or
represented by proxy, any business may be transacted which might have been transacted at the meeting as
originally called. If the adjournment is for more than thirty days, a notice of the adjourned meeting shall
be given to each stockholder of record entitled to vote at the meeting. If after the adjournment a new
record date for stockholders entitled to vote is fixed for the adjourned meeting, then the Board of
Directors shall fix a new record date for notice of such adjourned meeting in accordance with the
Delaware General Corporation Law, and shall give notice of the adjourned meeting to each stockholder of
record entitled to vote at such adjourned meeting as of the record date fixed for notice of such adjourned
meeting.
SECTION 7. Organization of Meetings. At each meeting of stockholders, the Chairman of the
Board, if one shall have been elected, or, in his or her absence or if one shall not have been elected, the
officer having the duties of chief executive officer, shall act as chairman of the meeting. The Secretary or,
in his or her absence or inability to act, the person whom the chairman of the meeting shall appoint
secretary of the meeting, shall act as secretary of the meeting and keep the minutes thereof.
SECTION 8. Order of Business at Meetings. The order of business at all meetings of the
stockholders shall be as determined by the chairman of the meeting.
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SECTION 9. Voting at Meetings of Stockholders. Unless otherwise provided by the Certificate
of Incorporation and subject to the Delaware General Corporation Law, each stockholder shall be entitled
to one vote for each share of capital stock held by such stockholder (i) on the date fixed by the Board of
Directors pursuant to the provisions of Section 7 of Article of these By-Laws as the record date for the
determination of the stockholders who shall be entitled to notice of, and to vote at, such meeting, or (b) if
no such record date is fixed by the Board of Directors, then the record date shall be at the close of
business on the day next preceding the day on which notice is given, or, if notice is waived, at the close of
business on the date next preceding the day on which the meeting is held.
In all matters other than the election of Directors, the affirmative vote of the majority of shares,
present in person or represented by proxy at the meeting and entitled to vote on the subject matter shall be
the act of the stockholders, unless the question is one upon which by express provision of statute or of the
Certificate of Incorporation or of these By-Laws, a different vote is required, in which case such express
provision shall govern and control the decision of such question.
Directors shall be elected by a plurality of the votes of the shares present in person or represented
by proxy at the meeting and entitled to vote on the election of Directors. A By-law amendment adopted
by stockholders which specifies the votes that shall be necessary for the election of directors shall not be
further amended or repealed by the Board of Directors.
Unless provided by the Certificate of Incorporation, all elections of directors shall be by written
ballot. A written ballot shall be signed by the stockholder or proxy voting and shall state the number of
shares voted. If authorized by the Board of Directors, such requirement of a written ballot shall be
satisfied by a ballot submitted by electronic transmission, provided that any such electronic submission
must either set forth or be submitted with information from which it can be determined that the electronic
transmission was authorized by the stockholder or proxy holder.
SECTION 10. Proxies. Each stockholder entitled to vote at a meeting of stockholders or to
express written consent or dissent to corporate action in writing without a meeting may authorize another
person or persons to act for such stockholder by proxy (i) in a writing executed by the stockholder or such
stockholders authorized officer, director, employee or agent signing such writing or causing such person’s
signature to be affixed by any reasonable means including, but not limited to, by facsimile signature, or
(ii) by transmitting or authorizing the transmission of a telegram, cablegram, or other means of electronic
transmission to the person who will be the holder of the proxy or to a proxy solicitation firm, proxy
support services organization or like agent duly authorized by the person who will be the holder of the
proxy to receive such transmission, provided that such electronic transmission must set forth or be
submitted with information from which it can be determined that it was authorized by the stockholder.
Any copy, facsimile telecommunication or other reliable reproduction of the writing or transmission may
be substituted or used in lieu of the original writing or transmission provided that it shall be a complete
reproduction of the entire original writing or transmission. No proxy shall be voted or acted after three
years from its date, unless the proxy provides for a longer period. Any such proxy shall be delivered to
the secretary of the meeting at or prior to the time designated in the order of business for so delivering
such proxies.
SECTION 11. Inspectors. The Board of Directors may, in advance of any meeting of
stockholders, appoint one or more inspectors to act at the meeting and make a written report thereof. The
Board of Directors may designate one or more alternates to replace any inspector who fails to act. If no
inspector or alternate is able to act at a meeting of stockholders, the chairman of the meeting shall appoint
one or more inspectors to act at the meeting. Each inspector, before entering upon the discharge of the
duties of inspector, shall take and sign an oath faithfully to execute the duties of inspector with strict
impartiality and according to the best of such inspector’s ability.
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The inspectors shall (i) ascertain the number of shares outstanding and the voting power of each,
(ii) determine the shares represented at a meeting and the validity of proxies and ballots, (iii) determine
the existence of a quorum, (iv) count all votes and ballots, and (iv) determine any challenges and
questions arising in connection with the right to vote and retain for a reasonable period of time a record of
the disposition of any such challenges. The chairman of the meeting may require that the inspectors
certify their determination of the number of shares represented at the meeting, their count of all votes and
ballots and their determination of any challenges. The inspectors may appoint or retain other persons or
entities to assist the inspectors in the performance of the duties of the inspectors.
No director or candidate for the office of director shall act as an inspector of an election of
Directors. Inspectors need not be stockholders.
SECTION 12. Action by Consent. Unless otherwise provided in the Certificate of Incorporation,
any action required to be taken at any annual or special meeting of stockholders of the Corporation, or
any action which may be taken at any annual or special meeting of such stockholders, may be taken
without a meeting, without prior notice and without a vote, if a consent or consents in writing, setting
forth the action so taken, shall be signed by the holders of outstanding stock having not less than the
minimum number of votes that would be necessary to authorize or take such action at a meeting at which
all shares entitled to vote thereon were present and voted, and shall be delivered to the Corporation by
delivery to its registered office in Delaware, its principal place of business or to an officer or agent having
custody of the book in which proceedings of meetings are recorded.
Every written consent shall bear the date of signature of each stockholder who signs the consent.
No written consent shall be effective to take the corporate action referred to therein unless, within 60 days
of the earliest dated consent delivered to the Corporation, written consents signed by a sufficient number
of stockholders to take action are delivered to the Corporation in the manner required.
To the fullest extent permitted by and subject to the provisions of, the Delaware General
Corporation Law, a telegram, cablegram or other electronic transmission consenting to an action to be
taken and transmitted by a stockholder or proxyholder, or by a person or persons authorized to act for a
stockholder or proxyholder, shall be deemed to be written, signed and dated for the purposes of this
Section. The date on which such telegram, cablegram or other electronic transmission is transmitted shall
be deemed to be the date on which such consent was signed.
Any copy, facsimile or other reliable reproduction of a consent in writing may be substituted or
used in lieu of the original writing for any and all purposes for which the original writing could be used,
provided that such copy, facsimile or other reproduction shall be a complete reproduction of the entire
original writing.
ARTICLE III
BOARD OF DIRECTORS
SECTION 1. General Powers. The business and affairs of the Corporation shall be managed by
or under the direction of the Board of Directors. The Board of Directors may exercise all such authority
and powers of the Corporation and do all such lawful acts and things which are not by statute or the
Certificate of Incorporation directed or required to be exercised or done by the stockholders.
SECTION 2. Number, Qualifications, Election and Term of Office. The number of Directors
constituting the initial Board of Directors shall be as determined in the resolutions of the Incorporator of
the Corporation electing the initial Board of Directors. Thereafter, the number of Directors may be fixed,
from time to time, by the affirmative vote of a majority of the entire Board of Directors or by action of the
stockholders of the Corporation. Any decrease in the number of Directors shall be effective at the time of
the next succeeding annual meeting of stockholders unless there shall be vacancies in the Board of
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Directors, in which case such decrease may become effective at any time prior to the next succeeding
annual meeting to the extent of the number of such vacancies. Directors need not be stockholders.
Except as otherwise provided by statute or these By-Laws, the Directors (other than members of the
initial Board of Directors) shall be elected at the annual meeting of stockholders. Each director shall hold
office until his or her successor shall have been elected and qualified, or until his or her earlier resignation
or removal, as hereinafter provided in these By-Laws.
SECTION 3. Place of Meetings. Meetings of the Board of Directors shall be held at such place
or places, within or without the State of Delaware, as the Board of Directors may from time to time
determine or as shall be specified in the notice of any such meeting.
SECTION 4. Annual Meeting. The Board of Directors shall meet for the purpose of
organization, the election of officers and the transaction of other business, as soon as practicable after
each annual meeting of stockholders, on the same day and at the same place where such annual meeting
shall be held. Notice of such meeting need not be given. In the event such annual meeting is not so held,
the annual meeting of the Board of Directors may be held at such other time or place (within or without
the State of Delaware) as shall be specified in a notice thereof given as hereinafter provided in Section 7
of this Article.
SECTION 5. Regular Meetings. Regular meetings of the Board of Directors shall be held at
such time and place as the Board of Directors may fix. If any day fixed for a regular meeting shall be a
legal holiday at the place where the meeting is to be held, then the meeting which would otherwise be
held on that day shall be held at the same hour on the next succeeding business day. Notice of regular
meetings of the Board of Directors need not be given except as otherwise required by statute or these ByLaws.
SECTION 6. Special Meetings. Special meetings of the Board of Directors may be called by the
Chairman of the Board, if one shall have been elected, or by two or more Directors of the corporation or
by the officer acting as chief executive officer of the Corporation.
SECTION 7. Notice of Meetings. Notice of each special meeting of the Board of Directors (and
of each regular meeting for which notice shall be required), stating the time and place of the meeting,
shall be given by an officer of the Corporation. Except as otherwise required by these By-Laws, such
notice need not state the purposes of such meeting. Notice of each such meeting shall be sent by first
class mail, postage prepaid, at least five business days before the day on which such meeting is to be held,
to each director at his or her residence or usual place of business, or shall be delivered personally, given
by telephone or sent by means of facsimile or any other electronic transmission, at least twenty-four hours
before the time at which such meeting is to be held. Notice of any such meeting need not be given to any
director who before or after the meeting submits a signed waiver of notice, or who attends such meeting,
except when the Director attends for the express purpose of objecting, at the beginning of the meeting, to
the transaction of any business because the meeting is not lawfully called or convened.
SECTION 8. Quorum and Manner of Acting; Adjournment. At any meeting of the Board of
Directors, a majority of the total number of Directors shall constitute a quorum for the transaction of
business, unless the Certificate of Incorporation provides otherwise. The vote of the majority of the
Directors present at a meeting at which a quorum is present shall be the act of the Board of Directors
unless the Certificate of Incorporation shall require the vote of a greater number. In the absence of a
quorum at any meeting of the Board of Directors, a majority of the Directors present thereat may adjourn
such meeting to another time and place. Notice of the time and place of any such adjourned meeting shall
be given to all of the Directors unless such time and place were announced at the meeting at which the
adjournment was taken, in which case such notice shall only be given to the Directors who were not
present thereat. At any adjourned meeting at which a quorum is present, any business may be transacted
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which might have been transacted at the meeting as originally called. The Directors shall act only as a
Board and the individual Directors shall have no power as such.
SECTION 9. Organization. At each meeting of the Board of Directors, the Chairman of the
Board, if one shall have been elected, or, in the absence of the Chairman of the Board or if one shall not
have been elected, the officer acting a chief executive officer (or, in his or her absence, another director
chosen by a majority of the Directors present) shall act as chairman of the meeting and preside thereat.
The Secretary or, in his or her absence, any person appointed by the chairman of the meeting shall act as
secretary of the meeting and keep the minutes thereof.
SECTION 10. Resignations. Any Director of the Corporation may resign at any time upon
notice given in writing or by electronic transmission to the Corporation. Any such resignation shall be
effective when the resignation is delivered unless the resignation specifies a later effective date or an
effective date determined upon the happening of an event or events. Unless otherwise specified therein,
the acceptance of such resignation shall not be necessary to make it effective.
SECTION 11. Vacancies. Any vacancy in the Board of Directors, whether arising from death,
resignation, removal (with or without cause), an increase in the number of Directors or any other cause,
may be filled by the vote of a majority of the Directors then in office, though less than a quorum, or by
the sole remaining Director or by the stockholders at the next annual meeting thereof or at a special
meeting thereof. Each Director so elected shall hold office until his or her successor shall have been
elected and qualified or his or her earlier resignation or removal.
SECTION 12. Removal of Directors. Any Director or the entire Board of Directors may be
removed with or without cause by the holders of a majority of the shares then entitled to vote at an
election of Directors.
SECTION 13. Compensation. The Board of Directors shall have authority to fix the
compensation of Directors, including payment of fees and reimbursement of expenses, for services to the
Corporation.
SECTION 14. Committees. The Board of Directors may, by resolution passed by a majority of
the entire Board of Directors, designate one or more committees, each committee to consist of one or
more of the Directors of the Corporation. The Board of Directors may designate one or more Directors as
alternate members of any committee, who may replace any absent or disqualified member at any meeting
of the committee. In the absence or disqualification of a member of a committee, the member or
members present at any meeting and not disqualified from voting, whether or not such member or
members constitute a quorum, may unanimously appoint another member of the Board of Directors to act
at the meeting in the place of any such absent or disqualified member.
Any such committee, to the extent provided in the resolution creating it, shall have and may
exercise all the powers and authority of the Board of Directors in the management of the business and
affairs of the Corporation, and may authorize the seal of the Corporation to be affixed to all papers which
require it. However, no such committee shall have the power of authority to (i) approve or adopt, or
recommend to the stockholders, any action or matter (other than the election or removal of directors)
expressly required by statute to be submitted to stockholders for approval or (ii) adopt, amend or repeal
any bylaw of the Corporation.
Each such committee shall serve at the pleasure of the Board of Directors and have such name as
may be determined from time to time by resolution adopted by the Board of Directors. Each committee
shall keep regular minutes of its meetings and report the same to the Board of Directors.

102271402\V-1

6

SECTION 15. Action by Consent. Unless otherwise restricted by the Certificate of
Incorporation, any action required or permitted to be taken at any meeting of the Board of Directors or of
any committee thereof may be taken without a meeting if all members of the Board of Directors or
committee, as the case may be, consent thereto in writing or by electronic transmission, and the writing or
writings or electronic transmission or transmissions are filed with the minutes of the proceedings of the
Board of Directors or committee. Such filing shall be in paper form if the minutes are maintained in
paper form and shall be in electronic form if the minutes are maintained in electronic form.
SECTION 16. Telephonic Meeting. Unless restricted by the Certificate of Incorporation,
members of the Board of Directors, or any committee designated by the Board of Directors, may
participate in a meeting of the Board of Directors or such committee by means of conference telephone or
other communications equipment by means of which all persons participating in the meeting can hear
each other. Participation by such means shall constitute presence in person at the meeting.
ARTICLE IV
OFFICERS
SECTION 1. Number and Qualifications. The officers of the Corporation shall be elected by the
Board of Directors and shall include the President and/or Chief Executive Officer, the Secretary, and the
Treasurer and/or Chief Financial Officer. If the Board of Directors wishes, it may also elect as an officer
of the Corporation a Chairman of the Board and may elect other officers (including one or more VicePresidents, one or more Assistant Treasurers and one or more Assistant Secretaries) as may be necessary
or desirable for the business of the Corporation. Any number of offices may be held by the same person.
No officer except the Chairman of the Board need be a Director. Each officer shall hold office until his or
her successor has been elected and qualified, or until his or her earlier resignation or removal, as
hereinafter provided in these By-Laws.
SECTION 2. Resignations. Any officer of the Corporation may resign at any time by giving
written notice of his or her resignation to the Corporation. Any such resignation shall take effect at the
time specified therein or, if the time when it shall become effective shall not be specified therein,
immediately upon receipt. Unless otherwise specified therein, the acceptance of any such resignation
shall not be necessary to make it effective.
SECTION 3. Removal. Any officer of the Corporation may be removed, either with or without
cause, at any time, by the Board of Directors at any meeting thereof.
SECTION 4. Chairman of the Board. The Chairman of the Board, if one shall have been elected,
shall be a member of the Board, an officer of the Corporation and, if present, shall preside at each meeting
of the Board of Directors or the stockholders. He shall advise and counsel with the President, and in his
or her absence with other executives of the Corporation, and shall perform such other duties as may from
time to time be assigned to him by the Board of Directors.
SECTION 5. The President. The President shall be the chief executive officer of the
Corporation. He shall, in the absence of the Chairman of the Board or if a Chairman of the Board shall
not have been elected, preside at each meeting of the Board of Directors or the stockholders. He shall
perform all duties incident to the office of President and chief executive officer and such other duties as
may from time to time be assigned to him by the Board of Directors.
SECTION 6. Vice-President. Each Vice-President shall perform all such duties as from time to
time may be assigned to him by the Board of Directors or the President. At the request of the President or
in his or her absence or in the event of his or her inability or refusal to act, the Vice-President, or if there
shall be more than one, the Vice-Presidents in the order determined by the Board of Directors (or if there
be no such determination, then the Vice-Presidents in the order of their election), shall perform the duties
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of the President, and, when so acting, shall have the powers of and be subject to the restrictions placed
upon the President in respect of the performance of such duties.
SECTION 7. Treasurer. The Treasurer shall have the responsibility for maintaining the financial
records of the Corporation. He or she shall make such disbursements of the funds of the Corporation as
are authorized and shall render from time to time an account of all such transactions and of the financial
condition of the Corporation. The Treasurer shall also perform such other duties as the Board of
Directors may from time to time prescribe.
SECTION 8. Secretary. The Secretary shall issue all authorized notices for, and shall keep
minutes of, all meetings of the stockholders and the Board of Directors. He or she shall have charge of
the corporate books and shall perform such other duties as the Board of Directors may from time to time
prescribe.
SECTION 9. The Assistant Treasurer. The Assistant Treasurer, or if there shall be more than
one, the Assistant Treasurers in the order determined by the Board of Directors (or if there be no such
determination, then in the order of their election), shall, in the absence of the Treasurer or in the event of
his or her inability or refusal to act, perform the duties and exercise the powers of the Treasurer and shall
perform such other duties as from time to time may be assigned by the Board of Directors.
SECTION 10. The Assistant Secretary. The Assistant Secretary, or if there be more than one,
the Assistant Secretaries in the order determined by the Board of Directors (or if there be no such
determination, then in the order of their election), shall, in the absence of the Secretary or in the event of
his or her inability or refusal to act, perform the duties and exercise the powers of the Secretary and shall
perform such other duties as from time to time may be assigned by the Board of Directors.
SECTION 11. Vacancies. Any vacancy occurring in any office by death, resignation, removal or
otherwise shall be filled by the Board of Directors.
SECTION 12. Officers’ Bonds or Other Security. The Corporation may secure the fidelity of
any or all of its officers or agents by bond or other security, in such amount and with such surety as the
Board of Directors may require.
SECTION 13. Compensation. The compensation of the officers of the Corporation for their
services as such officers shall be fixed from time to time by the Board of Directors. An officer of the
Corporation shall not be prevented from receiving compensation by reason of the fact that he is also a
Director of the Corporation.
ARTICLE V
INDEMNIFICATION OF DIRECTORS AND OFFICERS
SECTION 1. General. The Corporation shall indemnify any person who was or is a party or is
threatened to be made a party to any threatened, pending or completed action, suit or proceeding, whether
civil, criminal, administrative or investigative (other than an action by or in the right of the Corporation),
by reason of the fact that the person is or was a director, officer, employee or agent of the Corporation, or
is or was serving at the request of the Corporation as a director, officer, employee or agent of another
corporation, partnership, joint venture, trust or other enterprise, against expenses (including attorneys’
fees), judgments, fines and amounts paid in settlement actually and reasonably incurred by the person in
connection with such action, suit or proceeding if the person acted in good faith and in a manner the
person reasonably believed to be in or not opposed to the best interests of the Corporation, and, with
respect to any criminal action or proceeding, had no reasonable cause to believe the person’s conduct was
unlawful. The termination of any action, suit or proceeding by judgment, order, settlement, conviction, or
upon a plea of nolo contendere or its equivalent, shall not, of itself, create a presumption that the person
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did not act in good faith and in a manner which the person reasonably believed to be in or not opposed to
the best interests of the Corporation, and, with respect to any criminal action or proceeding, had
reasonable cause to believe that his or her conduct was unlawful.
SECTION 2. Derivative Actions. The Corporation shall indemnify any person who was or is a
party or is threatened to be made a party to any threatened, pending or completed action or suit by or in
the right of the Corporation to procure a judgment in its favor by reason of the fact that the person is or
was a director, officer, employee or agent of the Corporation, or is or was serving at the request of the
Corporation as a director, officer, employee or agent of another corporation, partnership, joint venture,
trust or other enterprise against expenses (including attorneys’ fees) actually and reasonably incurred by
him in connection with the defense or settlement of such action or suit if the person acted in good faith
and in a manner the person reasonably believed to be in or not opposed to the best interests of the
Corporation, and except that no indemnification shall be made in respect of any claim, issue or matter as
to which such person shall have been adjudged to be liable to the Corporation unless and only to the
extent that the Delaware Court of Chancery or the court in which such action or suit was brought shall
determine upon application that, despite the adjudication of liability but in view of all the circumstances
of the case, such person is fairly and reasonably entitled to indemnity for such expenses which the
Delaware Court of Chancery or such other court shall deem proper.
SECTION 3. Indemnification in Certain Cases. To the extent that a present or former director,
officer, employee or agent of the Corporation has been successful on the merits or otherwise in defense of
any action, suit or proceeding referred to in Sections 1 and 2 of this Article, or in defense of any claim,
issue or matter therein, such person shall be indemnified against expenses (including attorneys’ fees)
actually and reasonably incurred by such person in connection therewith.
SECTION 4. Procedure. Any indemnification under Sections 1 and 2 of this Article (unless
ordered by a court) shall be made by the Corporation only as authorized in the specific case upon a
determination that indemnification of the present or former director, officer, employee or agent is proper
in the circumstances because the person has met the applicable standard of conduct set forth in such
Sections 1 and 2 of this Article. With respect to a person who is a director or officer, such determination
shall be made (a) by a majority vote of a the directors who are not parties to such action, suit or
proceeding, even though less than a quorum; or (b) by a committee of such directors designated by a
majority vote of such directors, even though less than a quorum; or (c) if there are no such directors, or if
such directors so direct, by independent legal counsel in a written opinion, or (c) by the stockholders.
SECTION 5. Advances for Expenses. Expenses (including attorneys’ fees) incurred by an
officer or director, of the Corporation in defending any civil, criminal, administrative or investigative
action, suit or proceeding may be paid by the Corporation in advance of the final disposition of such
action, suit or proceeding upon receipt of an undertaking by or on behalf of such director or officer to
repay such amount if it shall ultimately be determined that such person is not entitled to be indemnified
by the Corporation as authorized in this Article. Such expenses (including attorneys’ fees) incurred by
former directors and officers or other employees and agents of the Corporation or by persons serving at
the request of the Corporation as directors, officers, employees or agents of another corporation,
partnership, joint venture, trust or other enterprise may be so paid upon such terms and conditions, if any,
as the Corporation deems appropriate.
SECTION 6. Rights Not-Exclusive. The indemnification and advancement of expenses provided
by, or granted pursuant to, the other subsections of this Article shall not be deemed exclusive of any other
rights to which those seeking indemnification or advancement of expenses may be entitled under any law,
by-law, agreement, vote of stockholders or disinterested directors or otherwise, both as to action in such
person’s official capacity and as to action in another capacity while holding such office.
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SECTION 7. Insurance. The Corporation shall have power to purchase and maintain insurance
on behalf of any person who is or was a director, officer, employee or agent of the Corporation, or is or
was serving at the request of the Corporation as a director, officer, employee or agent of another
corporation, partnership, joint venture, trust or other enterprise against any liability asserted against him
and incurred by him in any such capacity, or arising out of such person’s status as such, whether or not
the Corporation would have the power to indemnify him against such liability under this Article.
SECTION 8. Definition of Corporation. For purposes of this Article, references to “the
Corporation” shall include, in addition to the resulting corporation, any constituent corporation
(including any constituent of a constituent) absorbed in a consolidation or merger which, if its separate
existence had continued, would have had power and authority to indemnify its directors, officers, and
employees or agents, so that any person who is or was a director, officer, employee or agent of such
constituent corporation or is or was serving at the request of such constituent corporation as a director,
officer, employee or agent of such constituent corporation, or is or was serving at the request of such
constituent corporation as a director, officer, employee or agent of another corporation, partnership, joint
venture, trust or other enterprise, shall stand in the same position under this Article with respect to the
resulting or surviving corporation as such person would have with respect to such constituent corporation
if its separate existence had continued.
SECTION 9. Survival of Rights. The indemnification and advancement of expenses provided
by, or granted pursuant to, this Article shall, unless otherwise provided when authorized or ratified,
continue as to a person who has ceased to be a director, officer, employee or agent and shall inure to the
benefit of the heirs, executors and administrators of such a person.
ARTICLE VI
CAPITAL STOCK
SECTION 1. Stock Certificates. The shares of the Corporation shall be represented by
certificates, provided the Board of Directors may provide by resolution or resolutions that some or all of
any or all classes or series of its stock shall be un-certificated shares. Any such resolution shall not apply
to shares represented by a certificate unless such certificate is surrendered to the Corporation.
Every holder of stock represented by a certificate shall be entitled to have a certificate signed by,
or in the name of the Corporation by, the chairperson of vice-chairperson of the Board of Directors, or the
President or vice-president, and by the Treasurer or an assistant treasurer or the secretary or an assistant
secretary of the Corporation, representing the number of shares registered in certificate form.
If the Corporation shall be authorized to issue more than one class of stock or more than one
series of any class, the powers, designations, preferences and relative, participating, optional or other
special rights of each class of stock or series thereof and the qualifications, limitations or restriction of
such preferences and/or rights shall be set forth in full or summarized on the face or back of the certificate
which the Corporation shall issue to represent such class or series of stock, provided that, except as
otherwise provided in Section 202 of the General Corporation Law of the State of Delaware, in lieu of the
foregoing requirements, there may be set forth on the face or back of the certificate which the Corporation
shall issue to represent such class or series of stock, a statement that the Corporation will furnish without
charge to each stockholder who so requests the powers, designations, preferences and relative,
participating, optional or other special rights of each class of stock or series thereof and the qualifications,
limitations or restrictions of such preferences and/or rights.
SECTION 2. Facsimile; Signatures. Any or all of the signatures on a certificate may be a
facsimile. In case any officer, transfer agent or registrar who has signed or whose facsimile signature has
been placed upon a certificate shall have ceased to be such officer, transfer agent or registrar before such
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certificate is issued, it may be issued by the Corporation with the same effect as if such person were such
officer, transfer agent or registrar at the date of issue.
SECTION 3. Lost, Stolen or Destroyed Certificates. A corporation may issue a new certificate
of stock or un-certificated shares in place of any certificate theretofore issued by the Corporation, alleged
to have been lost, stolen, or destroyed. The Corporation may require the owner of the lost, stolen, or
destroyed certificate, or such owner’s legal representative, to give the Corporation a bond sufficient to
indemnify it against any claim that may be made against the Corporation on account of the alleged loss,
theft or destruction of any such certificate or the issuance of such new certificate or un-certificated shares.
SECTION 4. Transfers of Stock. Upon surrender to the Corporation or the transfer agent of the
Corporation of a certificate for shares duly endorsed or accompanied by proper evidence of succession,
assignment or authority to transfer, the Corporation shall issue a new certificate to the person entitled
thereto, cancel the old certificate and record the transaction upon its records; provided, however, that the
Corporation shall be entitled to recognize and enforce any lawful restriction on transfer. Whenever any
transfer of stock shall be made for collateral security, and not absolutely, it shall be so expressed in the
entry of transfer if, when the certificates are presented to the Corporation for transfer, both the transferor
and the transferee request the Corporation to do so.
SECTION 5. Transfer Agents and Registrars. The Board of Directors may appoint, or authorize
any officer or officers to appoint, one or more transfer agents and one or more registrars.
SECTION 6. Regulations. The Board of Directors may make such additional rules and
regulations, not inconsistent with these By-Laws, as it may deem expedient concerning the issue, transfer
and registration of certificates for shares of capital stock of the Corporation.
SECTION 7. Fixing the Record Date. In order that the Corporation may determine the
stockholders entitled to notice of, or to vote at, any meeting of stockholders or any adjournment thereof,
or entitled to consent to corporate action in writing without a meeting, or entitled to receive payment of
any dividend or other distribution or allotment of any rights, or entitled to exercise any rights in respect of
any change, conversion or exchange of stock or for the purpose of any other lawful action, the Board of
Directors may fix, in advance, a record date, which shall not be more than sixty nor less than ten days
before the date of such meeting, nor more than sixty days prior to any other action. A determination of
stockholders of record entitled to notice of or to vote at a meeting of stockholders shall apply to any
adjournment of the meeting; provided, however, that the Board of Directors may fix a new record date for
the adjourned meeting.
SECTION 8. Registered Stockholders. The Corporation shall be entitled to recognize the
exclusive right of a person registered on its records as the owner of shares of stock to receive dividends
and to vote as such owner, shall be entitled to hold liable for calls and assessments a person registered on
its records as the owner of shares of stock, and shall not be bound to recognize any equitable or other
claim to or interest in such share or shares of stock on the part of any other person, whether or not it shall
have express or other notice thereof, except as otherwise provided by the laws of Delaware.
ARTICLE VII
GENERAL PROVISIONS
SECTION 1. Dividends. Subject to any applicable provisions of law and the Certificate of
Incorporation, dividends upon the shares of capital stock of the Corporation may be declared by the Board
of Directors at any regular or special meeting of the Board of Directors. Dividends may be paid in cash,
property or shares of stock of the Corporation, unless otherwise provided by statute or the Certificate of
Incorporation.
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SECTION 2. Reserves. The Board of Directors of the Corporation may set apart out of any
funds of the Corporation available for dividends a reserve or reserves for any proper purpose, and my
abolish such reserve.
SECTION 3. Seal. The seal of the Corporation shall be in such form as shall be approved by the
Board of Directors.
SECTION 4. Fiscal Year. The fiscal year of the Corporation shall be fixed, and once fixed, may
thereafter be changed, by resolution of the Board of Directors.
SECTION 5. Checks, Notes, Drafts, Etc. All checks, notes, drafts or other orders for the
payment of money of the Corporation shall be signed, endorsed or accepted in the name of the
Corporation by such officer, officers, person or persons as from time to time may be designated by the
Board of Directors or by an officer or officers authorized by the Board of Directors to make such
designation.
SECTION 6. Execution of Contracts, Deeds, Etc. The Board of Directors may authorize any
officer or officers, agent or agents, in the name and on behalf of the Corporation to enter into or execute
and deliver any and all deeds, bonds, mortgages, contracts and other obligations or instruments, and such
authority may be general or confined to specific instances.
SECTION 7. Voting of Stock in Other Corporations. Unless otherwise provided by resolution of
the Board of Directors, the Chairman of the Board or the President, from time to time, may (or may
appoint one or more attorneys or agents to) cast the votes which the Corporation may be entitled to cast as
a shareholder or otherwise in any other corporation, any of whose shares or securities may be held by the
Corporation, at meetings of the holders of the shares or other securities of such other corporation. In the
event one or more attorneys or agents are appointed, the Chairman of the Board or the President may
instruct the person or persons so appointed as to the manner of casting such votes or giving such consent.
The Chairman of the Board or the President may, or may instruct the attorneys or agents appointed to,
execute or cause to be executed in the name and on behalf of the Corporation and under its seal or
otherwise, such written proxies, consents, waivers or other instruments as may be necessary or proper in
the circumstances.
ARTICLE VIII
AMENDMENTS
These By-Laws may be amended or repealed, and new By-Laws may be adopted, amended or repealed
(a) at any regular or special meeting of stockholders, or (b) by the affirmative vote of a majority of the
entire Board of Directors at any regular or special meeting of the Board of Directors.
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Confidential

February 27, 2018

The Board of Directors
Fenix Parts, Inc.
One Westbrook Corporate Center, Suite 920
Westchester, IL 60154

Ladies and Gentlemen:
Fenix Parts, Inc. &fZW mCompanyn' ZSe W`YSYWV <gXX % HZW^be) DD; &mDuff & Phelpsn' fa eWdhW Se
S` [`VWbW`VW`f X[`S`U[S^ SVh[ead fa fZW 9aSdV aX <[dWUfade &fZW mBoard of Directorsn' aX fZW
Company (solely in their capacity as members of the Board of Directors) to provide an opinion
&fZW mOpinionn' Se aX fZW VSfW ZWdWaX Se fa fZW XS[d`Wee) Xda_ S X[`S`U[S^ ba[`f aX h[Wi) fa fZW
efaU]Za^VWde aX fZW ;a_bS`k &afZWd fZS` KfW^^Wj ;Sb[fS^ HSdf`Wde DH &mParentn' S`V [fe wholly
owned subsidiaries, and dissenting shares) of the Merger Consideration (as defined herein) to be
received by such holders in the Proposed Transaction (as defined herein) without giving effect to
any impact of the Proposed Transaction on any particular stockholder other than in its capacity as
a stockholder.
Description of the Proposed Transaction
Af [e <gXX % HZW^beo g`VWdefS`V[`Y fZSf fZW ;a_bS`k) HSdW`f S`V Fenix Merger Sub Inc., a wholly
ai`WV egTe[V[Sdk aX HSdW`f &mMerger Subn') bdabaeW fa W`fWd [`fa S` 8YdWW_W`f S`V H^S` aX
Merger, dated as of February 27) .,-4 &fZW mMerger Agreementn') iZ[UZ bdah[VWe) S_a`Y afZWd
fZ[`Ye) Xad fZW _WdYWd aX EWdYWd KgT i[fZ S`V [`fa fZW ;a_bS`k &fZW mProposed Transactionn'+
Pursuant to the Proposed Transaction, the Company will become a wholly owned subsidiary of
Parent and each outstanding share of common stock, par value $0.001 per share, of the
Company, other than shares held by Parent and its wholly owned subsidiaries, and dissenting
shares) i[^^ TW Ua`hWdfWV [`fa fZW d[YZf fa dWUW[hW $,+0, [` USeZ &fZW mMerger Considerationn'+
Scope of Analysis
In connection with this Opinion, Duff & Phelps has made such reviews, analyses and inquiries as
it has deemed necessary and appropriate under the circumstances. Duff & Phelps also took into
account its assessment of general economic, market and financial conditions, as well as its
experience in securities and business valuation, in general, and with respect to similar
transactions, in particular. DuXX % HZW^beo bdaUWVgdWe) [`hWef[YSf[a`e) S`V X[`S`U[S^ S`S^ke[e i[fZ
respect to the preparation of its Opinion included, but were not limited to, the items summarized
below:
#
Duff & Phelps, LLC
55 E. 52nd Street
Floor 31
New York, NY 10036
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1. Reviewed the following documents:
a. LZW ;a_bS`koe S``gS^ dWbadfe S`V SgV[fWV X[`S`Uial statements on Form 10-K filed with
fZW KWUgd[f[We S`V =jUZS`YW ;a__[ee[a` &mSECn' Xad fZW kWSde W`VWV <WUW_TWd /-)
2015 and December 31, 2016, fZW ;a_bS`koe g`SgV[fWV [`fWd[_ X[`S`U[S^ efSfW_W`fe Xad
the quarterly period ended March 31, 2017 included in the Companyoe >ad_ -,-Q filed
i[fZ fZW K=;) fZW ;a_bS`koe VdSXf) g`SgV[fWV [`fWd[_ X[`S`U[S^ efSfW_W`fe Xad fZW
cgSdfWd^k bWd[aV W`VWV Bg`W /,) .,-3) fZW ;a_bS`koe VdSXf) g`SgV[fWV [`fWd[_ X[`S`U[S^
statements for the quarterly period ended September 30, .,-3) S`V fZW ;a_bS`koe draft
unaudited financial statements for the year ended December 31, 2017;
b. Unaudited segment financial information for the Company for the years ended December
31, 2016 and December 31, 2017, which included calculations of Adjusted EBITDA,
iZ[UZ fZW ;a_bS`koe _S`SYW_W`f [VW`f[X[WV Se TW[`Y fZW _aef UgddW`f X[`S`U[S^
statements available;
c.

Other internal documents relating to the history, current operations, and probable future
outlook of the Company, including the base financial projWUf[a`e &fZW mStatus Quo
Projectionsn' S`V fZW dWh[eWV X[`S`U[S^ bda\WUf[a`e &fZW mChange of Control Projectionsn')
both of which were provided to us by management of the Company, the Fenix Parts
Confidential Information Memorandum, dated as of April 2017, and the 13-week cash
flow forecast for the Company, dated as of January 31, 2018, provided to us by
management of the Company;

d. A letter dated February 27, 2018 from the management of the Company which made
certain representations as to historical financial statements, financial projections and the
underlying assumptions, and a pro forma schedule of assets and liabilities (including
identified contingent liabilities) for the Company on a post-transaction basis; and
e. Documents related to the Proposed Transaction, including a draft, dated as of February
26, 2018, of the Merger Agreement;
2. Discussed the information referred to above and the background and other elements of the
Proposed Transaction with the management of the Company;
3. Discussed the past and current operations and financial condition and the prospects of the
Company with the management of the Company, including but not limited to the effect on the
future revenue and profitability of the Company should the Proposed Transaction not occur
and the status aX fZW ;a_bS`koe Ua_b^[S`UW i[fZ [fe eW`[ad UdWV[f XSU[^[fk7
4. Was informed by senior management of the Company that the Board of Directors discussed
certain alternatives to the Proposed Transaction, including but not limited to the ability for the
Company to raise capital absent the Proposed Transaction, and that the Board of Directors
decided to proceed with the Proposed Transaction, however, as noted below, Duff & Phelps
did not advise the Board of Directors with respect to, or analyze, any alternative transaction;
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5. JWh[WiWV fZW Z[efad[US^ fdSV[`Y bd[UW S`V fdSV[`Y ha^g_W aX fZW ;a_bS`koe Ua__a` efaU])
and the publicly traded securities of certain other companies that Duff & Phelps deemed
relevant;
6. Performed certain valuation and comparative analyses using generally accepted valuation
and analytical techniques including a discounted cash flow analysis, an analysis of selected
public companies that Duff & Phelps deemed relevant, and an analysis of selected
transactions that Duff & Phelps deemed relevant; and
7. Conducted such other analyses and considered such other factors as Duff & Phelps deemed
necessary and appropriate under the circumstances.
Assumptions, Qualifications and Limiting Conditions
In performing its analyses and rendering this Opinion with respect to the Proposed Transaction,
<gXX % HZW^be) i[fZ fZW ;a_bS`koe Ua`eW`f6
1. Relied upon the accuracy, completeness, and fair presentation of all information, data,
advice, opinions and representations obtained from public sources or provided to it from
private sources, including Company management, and did not independently verify such
information;
2. Relied upon the fact that the Board of Directors and the Company have been advised by
counsel as to all legal matters with respect to the Proposed Transaction, including whether all
procedures required by law to be taken in connection with the Proposed Transaction have
been duly, validly and timely taken;
3. Assumed that any estimates, evaluations, forecasts and projections furnished to Duff &
Phelps were reasonably prepared and based upon the best currently available information
and good faith judgment of the person furnishing the same, and Duff & Phelps expresses no
opinion with respect to such projections or the underlying assumptions;
4. Assumed that information supplied and representations made by Company management are
substantially accurate regarding the Company and the Proposed Transaction;
5. Assumed that the representations and warranties made in the Merger Agreement are
accurate in all material respects;
6. Assumed that the final versions of all documents reviewed by Duff & Phelps in draft form
conform in all material respects to the drafts reviewed;
7. Assumed that there has been no material change in the assets, liabilities, financial condition,
results of operations, business, or prospects of the Company since the date of the most
recent financial statements and other information made available to Duff & Phelps, and that
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there is no information or facts that would make the information reviewed by Duff & Phelps
incomplete or misleading;
8. Assumed that all of the conditions required to implement the Proposed Transaction will be
satisfied and that the Proposed Transaction will be completed in accordance with the Merger
Agreement without any amendments thereto or any waivers of any terms or conditions
thereof; and
9. Assumed that all governmental, regulatory or other consents and approvals necessary for the
consummation of the Proposed Transaction will be obtained without any adverse effect on
the Company or the contemplated benefits expected to be derived in the Proposed
Transaction.
To the extent that any of the foregoing assumptions or any of the facts on which this Opinion is
based contain errors, inaccuracies or prove to be untrue in any material respect, this Opinion
US``af S`V eZag^V `af TW dW^[WV gba`+ >gdfZWd_adW) [` <gXX % HZW^beo S`S^ke[e S`V [` Ua``WUf[a`
with the preparation of this Opinion, Duff & Phelps has made numerous assumptions with respect
to industry performance, general business, market and economic conditions and other matters,
many of which are beyond the control of any party involved in the Proposed Transaction.
Duff & Phelps has prepared this Opinion effective as of the date hereof. This Opinion is
necessarily based upon market, economic, financial and other conditions as they exist and can
be evaluated as of the date hereof, and Duff & Phelps disclaims any undertaking or obligation to
advise any person of any change in any fact or matter affecting this Opinion which may come or
be brought to the attention of Duff & Phelps after the date hereof and is under no obligation to
update, revise, reaffirm or withdraw this Opinion, or otherwise comment on or consider events
after the Opinion is issued.
<gXX % HZW^be V[V `af WhS^gSfW fZW ;a_bS`koe ea^hW`Uk ad Ua`VgUf S` [`VWbW`VW`f SbbdS[eS^ ad
physical inspection of any specific assets or liabilities (contingent or otherwise). Duff & Phelps
has not been requested to, and did not, (i) initiate any discussions with, or solicit any indications
of interest from, third parties with respect to the Proposed Transaction, the assets, businesses or
operations of the Company, or any alternatives to the Proposed Transaction, (ii) negotiate the
terms of the Proposed Transaction, and therefore, Duff & Phelps has assumed that such terms
SdW fZW _aef TW`WX[U[S^ fWd_e) Xda_ fZW ;a_bS`koe bWdebWUf[hW) fZSf Uag^V) g`VWd fZW
circumstances, be negotiated among the parties to the Merger Agreement and the Proposed
Transaction, or (iii) advise the Board of Directors or any other party with respect to alternatives to
the Proposed Transaction.
Duff & Phelps is not expressing any opinion as to the market price or value of the Compa`koe
common stock (or anything else) after the announcement or the consummation of the Proposed
Transaction. This Opinion should not be construed as a valuation opinion, credit rating, solvency
ab[`[a`) S` S`S^ke[e aX fZW ;a_bS`koe UdWV[f iadfZ[`Wee) Se fax advice, or as accounting advice.
Duff & Phelps has not made, and assumes no responsibility to make, any representation, or
render any opinion, as to any legal matter.
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In rendering this Opinion, Duff & Phelps is not expressing any opinion with respect to the amount
ad `SfgdW aX S`k Ua_bW`eSf[a` fa S`k aX fZW ;a_bS`koe aXX[UWde) V[dWUfade) ad W_b^akWWe) ad S`k
class of such persons, relative to the consideration to be received by the public shareholders of
the Company in the Proposed Transaction, or with respect to the fairness of any such
compensation.
This Opinion is furnished solely for the use and benefit of the Board of Directors in connection
with its consideration of the Proposed Transaction and is not intended to, and does not, confer
any rights or remedies upon any other person, and is not intended to be used, and may not be
geWV) Tk S`k afZWd bWdea` ad Xad S`k afZWd bgdbaeW) i[fZagf <gXX % HZW^beo WjbdWee Ua`eW`f)
except that a copy of this opinion may be included in its entirety in any proxy statement the
Company intends to send to its stockholders in connection with their voting on the Proposed
Transaction. This Opinion (i) does not address the merits of the underlying business decision to
enter into the Proposed Transaction versus any alternative strategy or transaction; (ii) does not
address any transaction related to the Proposed Transaction; (iii) is not a recommendation as to
how the Board of Directors or any stockholder should vote or act with respect to any matters
relating to the Proposed Transaction, or whether to proceed with the Proposed Transaction or
any related transaction, and (iv) does not indicate that the consideration received is the best
possibly attainable under any circumstances; instead, it merely states whether the consideration
in the Proposed Transaction is within a range suggested by certain financial analyses. The
decision as to whether to proceed with the Proposed Transaction or any related transaction may
depend on an assessment of factors unrelated to the financial analysis on which this Opinion is
based. This letter should not be construed as creating any fiduciary duty on the part of Duff &
Phelps to any party.
LZ[e Gb[`[a` [e ea^W^k fZSf aX <gXX % HZW^be) S`V <gXX % HZW^beo ^[ST[^[fk [` Ua``WUf[a` i[fZ fZis
letter shall be limited in accordance with the terms set forth in the engagement letter between
<gXX % HZW^be S`V fZW ;a_bS`k VSfWV >WTdgSdk -.) .,-4 &fZW mEngagement Lettern'+
Disclosure of Prior Relationships
Duff & Phelps has acted as financial advisor to the Board of Directors and will receive a fee for its
eWdh[UWe+ Fa badf[a` aX <gXX % HZW^beo XWW [e Ua`f[`YW`f gba` W[fZWd fZW Ua`U^ge[a`e WjbdWeeWV [`
this Opinion or whether or not the Proposed Transaction is successfully consummated. Pursuant
to fZW fWd_e aX fZW =`YSYW_W`f DWffWd) S badf[a` aX <gXX % HZW^beo XWW [e bSkST^W gba` dWcgWef Tk
fZW ;a_bS`koe 9aSdV aX <[dWUfade Xad VW^[hWdk aX fZW Gb[`[a` Tk <gXX % HZW^be+ GfZWd fZS` fZ[e
engagement pursuant to the Engagement Letter, during the two years preceding the date of this
Opinion, Duff & Phelps has not had any material relationship with any party to the Proposed
Transaction for which compensation has been received or is intended to be received, nor is any
such material relationship or related compensation mutually understood to be contemplated
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Conclusion
Based upon and subject to the foregoing, Duff & Phelps is of the opinion that as of the date
hereof the Merger Consideration to be received by the stockholders of the Company (other than
Parent and its wholly owned subsidiaries, and dissenting shares) in the Proposed Transaction is
fair from a financial point of view to such stockholders (without giving effect to any impact of the
Proposed Transaction on any particular stockholder other than in its capacity as a stockholder).
This Opinion has been approved by the Opinion Review Committee of Duff & Phelps.
Respectfully submitted,

Duff & Phelps, LLC

[This page intentionally left blank]

Annex C
SECTION 262 OF THE DELAWARE GENERAL CORPORATION LAW
Section 262. Appraisal Rights.
(a)
Any stockholder of a corporation of this State who holds shares of stock on the date of the
making of a demand pursuant to subsection (d) of this section with respect to such shares, who
continuously holds such shares through the effective date of the merger or consolidation, who has
otherwise complied with subsection (d) of this section and who has neither voted in favor of the merger or
consolidation nor consented thereto in writing pursuant to § 228 of this title shall be entitled to an
appraisal by the Court of Chancery of the fair value of the stockholder’s shares of stock under the
circumstances described in subsections (b) and (c) of this section. As used in this section, the word
“stockholder” means a holder of record of stock in a corporation; the words “stock” and “share” mean and
include what is ordinarily meant by those words; and the words “depository receipt” mean a receipt or
other instrument issued by a depository representing an interest in 1 or more shares, or fractions thereof,
solely of stock of a corporation, which stock is deposited with the depository.
(b)
Appraisal rights shall be available for the shares of any class or series of stock of a constituent
corporation in a merger or consolidation to be effected pursuant to § 251 (other than a merger effected
pursuant to § 251(g) of this title and, subject to paragraph (b)(3) of this section, § 251(h) of this title), §
252, § 254, § 255, § 256, § 257, § 258, § 263 or § 264 of this title:
(1)
Provided, however, that, except as expressly provided in § 363(b) of this title, no
appraisal rights under this section shall be available for the shares of any class or series of stock, which
stock, or depository receipts in respect thereof, at the record date fixed to determine the stockholders
entitled to receive notice of the meeting of stockholders to act upon the agreement of merger or
consolidation, were either: (i) listed on a national securities exchange or (ii) held of record by more than
2,000 holders; and further provided that no appraisal rights shall be available for any shares of stock of
the constituent corporation surviving a merger if the merger did not require for its approval the vote of the
stockholders of the surviving corporation as provided in § 251(f) of this title.
(2)
Notwithstanding paragraph (b)(1) of this section, appraisal rights under this section shall
be available for the shares of any class or series of stock of a constituent corporation if the holders thereof
are required by the terms of an agreement of merger or consolidation pursuant to §§ 251, 252, 254, 255,
256, 257, 258, 263 and 264 of this title to accept for such stock anything except:
a.
Shares of stock of the corporation surviving or resulting from such merger or
consolidation, or depository receipts in respect thereof;
b.
Shares of stock of any other corporation, or depository receipts in respect thereof,
which shares of stock (or depository receipts in respect thereof) or depository receipts at the effective date
of the merger or consolidation will be either listed on a national securities exchange or held of record by
more than 2,000 holders;
c.
Cash in lieu of fractional shares or fractional depository receipts described in the
foregoing paragraphs (b)(2)a. and b. of this section; or
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d.
Any combination of the shares of stock, depository receipts and cash in lieu of
fractional shares or fractional depository receipts described in the foregoing paragraphs (b)(2)a., b. and c.
of this section.
(3)
In the event all of the stock of a subsidiary Delaware corporation party to a merger
effected under § 251(h), § 253 or § 267 of this title is not owned by the parent immediately prior to the
merger, appraisal rights shall be available for the shares of the subsidiary Delaware corporation.
(4)
In the event of an amendment to a corporation’s certificate of incorporation contemplated
by § 363(a) of this title, appraisal rights shall be available as contemplated by § 363(b) of this title, and
the procedures of this section, including those set forth in subsections (d) and (e) of this section, shall
apply as nearly as practicable, with the word “amendment” substituted for the words “merger or
consolidation,” and the word “corporation” substituted for the words “constituent corporation” and/or
“surviving or resulting corporation.”
(c)
Any corporation may provide in its certificate of incorporation that appraisal rights under this
section shall be available for the shares of any class or series of its stock as a result of an amendment to its
certificate of incorporation, any merger or consolidation in which the corporation is a constituent
corporation or the sale of all or substantially all of the assets of the corporation. If the certificate of
incorporation contains such a provision, the provisions of this section, including those set forth in
subsections (d), (e), and (g) of this section, shall apply as nearly as is practicable.
(d)

Appraisal rights shall be perfected as follows:

(1)
If a proposed merger or consolidation for which appraisal rights are provided under this
section is to be submitted for approval at a meeting of stockholders, the corporation, not less than 20 days
prior to the meeting, shall notify each of its stockholders who was such on the record date for notice of
such meeting (or such members who received notice in accordance with § 255(c) of this title) with respect
to shares for which appraisal rights are available pursuant to subsection (b) or (c) of this section that
appraisal rights are available for any or all of the shares of the constituent corporations, and shall include
in such notice a copy of this section and, if 1 of the constituent corporations is a nonstock corporation, a
copy of § 114 of this title. Each stockholder electing to demand the appraisal of such stockholder’s shares
shall deliver to the corporation, before the taking of the vote on the merger or consolidation, a written
demand for appraisal of such stockholder’s shares. Such demand will be sufficient if it reasonably informs
the corporation of the identity of the stockholder and that the stockholder intends thereby to demand the
appraisal of such stockholder’s shares. A proxy or vote against the merger or consolidation shall not
constitute such a demand. A stockholder electing to take such action must do so by a separate written
demand as herein provided. Within 10 days after the effective date of such merger or consolidation, the
surviving or resulting corporation shall notify each stockholder of each constituent corporation who has
complied with this subsection and has not voted in favor of or consented to the merger or consolidation of
the date that the merger or consolidation has become effective; or
(2)
If the merger or consolidation was approved pursuant to § 228, § 251(h), § 253, or § 267
of this title, then either a constituent corporation before the effective date of the merger or consolidation
or the surviving or resulting corporation within 10 days thereafter shall notify each of the holders of any
class or series of stock of such constituent corporation who are entitled to appraisal rights of the approval
of the merger or consolidation and that appraisal rights are available for any or all shares of such class or
series of stock of such constituent corporation, and shall include in such notice a copy of this section and,
if 1 of the constituent corporations is a nonstock corporation, a copy of § 114 of this title. Such notice
may, and, if given on or after the effective date of the merger or consolidation, shall, also notify such
stockholders of the effective date of the merger or consolidation. Any stockholder entitled to appraisal
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rights may, within 20 days after the date of mailing of such notice or, in the case of a merger approved
pursuant to § 251(h) of this title, within the later of the consummation of the offer contemplated by §
251(h) of this title and 20 days after the date of mailing of such notice, demand in writing from the
surviving or resulting corporation the appraisal of such holder’s shares. Such demand will be sufficient if
it reasonably informs the corporation of the identity of the stockholder and that the stockholder intends
thereby to demand the appraisal of such holder’s shares. If such notice did not notify stockholders of the
effective date of the merger or consolidation, either (i) each such constituent corporation shall send a
second notice before the effective date of the merger or consolidation notifying each of the holders of any
class or series of stock of such constituent corporation that are entitled to appraisal rights of the effective
date of the merger or consolidation or (ii) the surviving or resulting corporation shall send such a second
notice to all such holders on or within 10 days after such effective date; provided, however, that if such
second notice is sent more than 20 days following the sending of the first notice or, in the case of a
merger approved pursuant to § 251(h) of this title, later than the later of the consummation of the offer
contemplated by § 251(h) of this title and 20 days following the sending of the first notice, such second
notice need only be sent to each stockholder who is entitled to appraisal rights and who has demanded
appraisal of such holder’s shares in accordance with this subsection. An affidavit of the secretary or
assistant secretary or of the transfer agent of the corporation that is required to give either notice that such
notice has been given shall, in the absence of fraud, be prima facie evidence of the facts stated therein.
For purposes of determining the stockholders entitled to receive either notice, each constituent
corporation may fix, in advance, a record date that shall be not more than 10 days prior to the date the
notice is given, provided, that if the notice is given on or after the effective date of the merger or
consolidation, the record date shall be such effective date. If no record date is fixed and the notice is given
prior to the effective date, the record date shall be the close of business on the day next preceding the day
on which the notice is given.
(e)
Within 120 days after the effective date of the merger or consolidation, the surviving or resulting
corporation or any stockholder who has complied with subsections (a) and (d) of this section hereof and
who is otherwise entitled to appraisal rights, may commence an appraisal proceeding by filing a petition
in the Court of Chancery demanding a determination of the value of the stock of all such stockholders.
Notwithstanding the foregoing, at any time within 60 days after the effective date of the merger or
consolidation, any stockholder who has not commenced an appraisal proceeding or joined that proceeding
as a named party shall have the right to withdraw such stockholder’s demand for appraisal and to accept
the terms offered upon the merger or consolidation. Within 120 days after the effective date of the merger
or consolidation, any stockholder who has complied with the requirements of subsections (a) and (d) of
this section hereof, upon written request, shall be entitled to receive from the corporation surviving the
merger or resulting from the consolidation a statement setting forth the aggregate number of shares not
voted in favor of the merger or consolidation and with respect to which demands for appraisal have been
received and the aggregate number of holders of such shares. Such written statement shall be mailed to
the stockholder within 10 days after such stockholder’s written request for such a statement is received by
the surviving or resulting corporation or within 10 days after expiration of the period for delivery of
demands for appraisal under subsection (d) of this section hereof, whichever is later. Notwithstanding
subsection (a) of this section, a person who is the beneficial owner of shares of such stock held either in a
voting trust or by a nominee on behalf of such person may, in such person’s own name, file a petition or
request from the corporation the statement described in this subsection.
(f)
Upon the filing of any such petition by a stockholder, service of a copy thereof shall be made
upon the surviving or resulting corporation, which shall within 20 days after such service file in the office
of the Register in Chancery in which the petition was filed a duly verified list containing the names and
addresses of all stockholders who have demanded payment for their shares and with whom agreements as
to the value of their shares have not been reached by the surviving or resulting corporation. If the petition
shall be filed by the surviving or resulting corporation, the petition shall be accompanied by such a duly
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verified list. The Register in Chancery, if so ordered by the Court, shall give notice of the time and place
fixed for the hearing of such petition by registered or certified mail to the surviving or resulting
corporation and to the stockholders shown on the list at the addresses therein stated. Such notice shall also
be given by 1 or more publications at least 1 week before the day of the hearing, in a newspaper of
general circulation published in the City of Wilmington, Delaware or such publication as the Court deems
advisable. The forms of the notices by mail and by publication shall be approved by the Court, and the
costs thereof shall be borne by the surviving or resulting corporation.
(g)
At the hearing on such petition, the Court shall determine the stockholders who have complied
with this section and who have become entitled to appraisal rights. The Court may require the
stockholders who have demanded an appraisal for their shares and who hold stock represented by
certificates to submit their certificates of stock to the Register in Chancery for notation thereon of the
pendency of the appraisal proceedings; and if any stockholder fails to comply with such direction, the
Court may dismiss the proceedings as to such stockholder. If immediately before the merger or
consolidation the shares of the class or series of stock of the constituent corporation as to which appraisal
rights are available were listed on a national securities exchange, the Court shall dismiss the proceedings
as to all holders of such shares who are otherwise entitled to appraisal rights unless (1) the total number of
shares entitled to appraisal exceeds 1% of the outstanding shares of the class or series eligible for
appraisal, (2) the value of the consideration provided in the merger or consolidation for such total number
of shares exceeds $1 million, or (3) the merger was approved pursuant to § 253 or § 267 of this title.
(h)
After the Court determines the stockholders entitled to an appraisal, the appraisal proceeding shall
be conducted in accordance with the rules of the Court of Chancery, including any rules specifically
governing appraisal proceedings. Through such proceeding the Court shall determine the fair value of the
shares exclusive of any element of value arising from the accomplishment or expectation of the merger or
consolidation, together with interest, if any, to be paid upon the amount determined to be the fair value. In
determining such fair value, the Court shall take into account all relevant factors. Unless the Court in its
discretion determines otherwise for good cause shown, and except as provided in this subsection, interest
from the effective date of the merger through the date of payment of the judgment shall be compounded
quarterly and shall accrue at 5% over the Federal Reserve discount rate (including any surcharge) as
established from time to time during the period between the effective date of the merger and the date of
payment of the judgment. At any time before the entry of judgment in the proceedings, the surviving
corporation may pay to each stockholder entitled to appraisal an amount in cash, in which case interest
shall accrue thereafter as provided herein only upon the sum of (1) the difference, if any, between the
amount so paid and the fair value of the shares as determined by the Court, and (2) interest theretofore
accrued, unless paid at that time. Upon application by the surviving or resulting corporation or by any
stockholder entitled to participate in the appraisal proceeding, the Court may, in its discretion, proceed to
trial upon the appraisal prior to the final determination of the stockholders entitled to an appraisal. Any
stockholder whose name appears on the list filed by the surviving or resulting corporation pursuant to
subsection (f) of this section and who has submitted such stockholder’s certificates of stock to the
Register in Chancery, if such is required, may participate fully in all proceedings until it is finally
determined that such stockholder is not entitled to appraisal rights under this section.
(i)
The Court shall direct the payment of the fair value of the shares, together with interest, if any, by
the surviving or resulting corporation to the stockholders entitled thereto. Payment shall be so made to
each such stockholder, in the case of holders of uncertificated stock forthwith, and the case of holders of
shares represented by certificates upon the surrender to the corporation of the certificates representing
such stock. The Court’s decree may be enforced as other decrees in the Court of Chancery may be
enforced, whether such surviving or resulting corporation be a corporation of this State or of any state.
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(j)
The costs of the proceeding may be determined by the Court and taxed upon the parties as the
Court deems equitable in the circumstances. Upon application of a stockholder, the Court may order all or
a portion of the expenses incurred by any stockholder in connection with the appraisal proceeding,
including, without limitation, reasonable attorney’s fees and the fees and expenses of experts, to be
charged pro rata against the value of all the shares entitled to an appraisal.
(k)
From and after the effective date of the merger or consolidation, no stockholder who has
demanded appraisal rights as provided in subsection (d) of this section shall be entitled to vote such stock
for any purpose or to receive payment of dividends or other distributions on the stock (except dividends
or other distributions payable to stockholders of record at a date which is prior to the effective date of the
merger or consolidation); provided, however, that if no petition for an appraisal shall be filed within the
time provided in subsection (e) of this section, or if such stockholder shall deliver to the surviving or
resulting corporation a written withdrawal of such stockholder’s demand for an appraisal and an
acceptance of the merger or consolidation, either within 60 days after the effective date of the merger or
consolidation as provided in subsection (e) of this section or thereafter with the written approval of the
corporation, then the right of such stockholder to an appraisal shall cease. Notwithstanding the foregoing,
no appraisal proceeding in the Court of Chancery shall be dismissed as to any stockholder without the
approval of the Court, and such approval may be conditioned upon such terms as the Court deems just;
provided, however that this provision shall not affect the right of any stockholder who has not
commenced an appraisal proceeding or joined that proceeding as a named party to withdraw such
stockholder’s demand for appraisal and to accept the terms offered upon the merger or consolidation
within 60 days after the effective date of the merger or consolidation, as set forth in subsection (e) of this
section.
(l)
The shares of the surviving or resulting corporation to which the shares of such objecting
stockholders would have been converted had they assented to the merger or consolidation shall have the
status of authorized and unissued shares of the surviving or resulting corporation.
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The financial information set forth below for the year ended December 31, 2017 is preliminary and
subject to change, and has not been reviewed or audited by independent public accountants.
MANAGEMENT’S SUMMARY DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS
The following is a summary analysis of the Company’s internal, preliminary, unaudited results of
operations, liquidity and capital resources for the year ended December 31, 2017 and compared with the
year ended December 31, 2016 and should be read in conjunction with the Company’s preliminary
unaudited condensed consolidated financial statements appearing below. A discussion of the Company’s
results of operations, liquidity and capital resources for the year ended December 31, 2016 compared
with the year ended December 31, 2015 is contained in the Company’s Annual Report on Form 10-K for
the year ended December 31, 2016 (the “2016 Annual Report on Form 10-K”), which was filed with the
SEC and is publicly available on the SEC’s website at www.sec.gov. Any information referred to in the
2016 Annual Report on Form 10-K is as of December 31, 2016 and any such reference shall not, under
any circumstances, create any implication that there has been no change in such disclosure or in the
affairs of the Company since such date.
The preliminary unaudited condensed consolidated financial statements do not contain footnotes. Where
appropriate, reference is made to disclosures in the notes to the Company’s audited consolidated
financial statements for the year ended December 31, 2016 which were contained in the 2016 Annual
Report on Form 10-K.
To the extent that the following Management’s Summary Discussion and Analysis contains statements
which are not of a historical nature, such statements are forward-looking statements which involve risks
and uncertainties. These risks include, but are not limited to the risks and uncertainties discussed below
under “Risk Factors”. The following discussion and analysis should be read in conjunction with “Forward
Looking Statements.”
As described in more detail below under “Risk Factors”, we evaluated the effectiveness of our
internal controls over financial reporting as of December 31, 2016. Based on that evaluation, our
Chief Executive Officer and Chief Financial Officer concluded that our internal controls over
financial reporting was not effective. We have not evaluated the effectiveness of our internal
controls over financial reporting as of December 31, 2017. However, given the lack of progress on
remediating material weaknesses in our internal controls over financial reporting during the year
ended December 31, 2017, we have no reason to believe that our internal controls over financial
reporting were effective as of December 31, 2017. While we may, and very likely do, have material
weaknesses in our internal controls over financial reporting, we believe that the following
Management’s Discussion and Analysis and preliminary unaudited condensed consolidated
financial statements appearing below provide useful information for our stockholders in making a
decision regarding the Company’s future prospects and as a basis to make a decision as to how to
vote with respect to the merger.
Fenix Parts, Inc.
Overview
We are in the business of automotive recycling, which is the recovery and resale of OEM parts,
components and systems, such as engines, transmissions, radiators, trunks, lamps and seats (referred to as
“products”) reclaimed from damaged, totaled or low value vehicles. We purchase vehicles primarily at
auto salvage auctions. Upon receipt of vehicles, we inventory and then dismantle the vehicles and sell the
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recycled products. Our customers include collision repair shops (body shops), mechanical repair shops,
auto dealerships and individual retail customers. We also generate a portion of our revenue from the sale
as scrap of the unusable parts and materials, the sale of used cars and motorcycles, the sale of aftermarket
parts, and the sale of extended warranty contracts.
The Company was founded on January 2, 2014 for the purpose of effecting the Combinations and IPO.
The Company had no automobile recycling operations before May 2015 during which time it had two
employees. From inception to May 19, 2015, the Company incurred various legal, accounting, auditing
and administrative costs in preparation for its IPO, the Combinations and its operation as a publiclytraded company upon consummation of these transactions. After May 18, 2015, the Company’s results
include the operations of the Founding Companies and, beginning with the third quarter of 2015, of the
Subsequent Acquisitions.
Liquidity and Ability to Continue as a Going Concern
Our preliminary unaudited condensed consolidated financial statements have been prepared assuming
we continue as a going concern, which contemplates continuity of operations, realization of assets and
the satisfaction of liabilities in the normal course of business. As such, the preliminary unaudited
condensed consolidated financial statements do not include any adjustments relating to the recoverability
and classification of assets and their carrying amounts, or the amount and classification of liabilities that
may result should we be unable to continue as a going concern.
Since June 30, 2016, we have been in breach of certain financial covenants contained in our Amended
Credit Agreement as well as the requirement for timely delivery of certain quarterly certificates and
reports. As a result, all of the debt under the Amended Credit Agreement, less unamortized debt issuance
costs, is reported in the accompanying condensed consolidated balance sheets as a current liability, and
there can be no further borrowings on any availability under the Amended Credit Agreement until such
defaults are rectified or waived.
On March 27, 2017, we entered into a Forbearance Agreement to the Amended Credit Agreement (the
“Forbearance Agreement”) with our senior lenders. Pursuant to the Forbearance Agreement, the senior
lenders have agreed to forbear from exercising their rights and remedies under the Amended Credit
Agreement with respect to the above-described defaults and any similar defaults during the forbearance
period, provided no other defaults occur. In consideration of this Forbearance Agreement, we agreed to
pay a $0.5 million fee which was considered earned on the effective date of the agreement and is
reflected as an expense in outside service and professional fees in the accompanying condensed
consolidated statement of operations for the year ended December 31, 2017. The Forbearance
Agreement also gives the senior lenders the right to add 200 basis points of “default interest” on the
Amended Credit Agreement debt outstanding during all periods subsequent to June 30, 2016. We
accrued $0.6 million of additional interest during the year ended December 31, 2017.
The Forbearance Agreement, which had originally expired on May 26, 2017, was amended on June 23,
2017 to extend the forbearance period until August 31, 2017 and resolve certain new defaults. The
Forbearance Agreement, as amended, permitted us to add the interest payments otherwise due in cash on
non-LIBOR-based loans to the principal amount of debt outstanding. For the year ended December 31,
2017, $0.6 million of such interest was paid-in-kind. The Forbearance Agreement, as amended, also
permitted us to defer the $0.3 million principal payments due each quarter beginning March 31, 2017
through the end of the forbearance period.
On December 29, 2017, we entered into a new Forbearance Agreement to the Amended Credit
Agreement (the “New Forbearance Agreement”) with the senior lenders. The New Forbearance
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Agreement replaces the Forbearance Agreement among the same parties that was entered into on March
27, 2017, and amended as of June 23, 2017. Pursuant to the New Forbearance Agreement, the senior
lenders have agreed to forbear from exercising their rights and remedies under the credit facility with
respect to our non-compliance with applicable financial and other covenants and any further noncompliance with such covenants during the forbearance period, provided no other defaults occurred. The
forbearance period under the New Forbearance Agreement was scheduled to end on February 28, 2018
and permitted us to add certain interest payments that were due at the end of each quarter in 2017 to the
principal amount of debt outstanding and defer the principal payments that were due at the end of each
quarter in 2017 to the end of the forbearance agreement. On February 28, 2018 the New Forbearance
Agreement was amended to extend the forbearance period through April 30, 2018 to provide us adequate
time to complete the merger with Stellex Capital Partners LP.
If we have not completed the merger with Stellex Capital Partners LP when the New Forbearance
Agreement expires on April 30, 2018, there is no guarantee that we will be able to make any of the
required payments, nor that we will be able to negotiate with the senior lenders to further amend the
New Forbearance Agreement and extend the forbearance period into the future, including the provisions
regarding payment-in-kind for certain interest and deferral of all fees and principal payments otherwise
due on the term loan, and to take into account subsequent defaults. There can be no assurances that we
will be able to successfully negotiate such an amendment. If we are unable to reach further agreement
with the senior lenders to extend the forbearance period or obtain waivers or amendments to the existing
Amended Credit Agreement, find acceptable alternative financing, obtain equity contributions, or
arrange a business combination, our senior lenders could elect to declare some or all of the amounts
outstanding under the facility to be immediately due and payable. If this happens, we do not expect to
have sufficient liquidity to pay the outstanding Amended Credit Agreement debt. In addition, we have
significant obligations under a contingent consideration agreement with the previous owner of Jerry
Brown Ltd. as described above and further in Note 5 of the Consolidated Financial Statements in the
2016 Annual Report on Form 10-K, and we will need access to additional credit to be able to satisfy
these obligations.
If we are unable to reach further agreement with the senior lenders to obtain waivers or amendments to
the existing Amended Credit Agreement, find acceptable alternative financing, obtain equity
contributions, or arrange a business combination our senior lenders could elect to declare some or all of
the amounts outstanding under the facility to be immediately due and payable. If this happens, we do not
expect to have sufficient liquidity to pay the outstanding Amended Credit Agreement debt. In addition,
we have significant obligations under a contingent consideration agreement related to Jerry Brown Ltd,
and we will need access to additional credit to be able to satisfy this obligation. These matters, including
our ability to continue as a going concern, are more fully discussed below under Liquidity and Capital
Resources.
There is, therefore, no assurance that the senior lenders would forbear on their rights to enforce defaults
under the Amended Credit Agreement beyond April 30, 2018, so after that date the senior lenders may
accelerate the Amended Credit Agreement obligations and pursue the exercise of their rights and
remedies under the loan documents and at law.
These matters, including our ability to continue as a going concern, are more fully discussed below under
Liquidity and Capital Resources.
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CONDENSED CONSOLIDATED RESULTS OF OPERATIONS
Comparison of Years Ended December 31, 2017 and 2016
December 31,
2017

Percent of
Net Revenues

December 31,
2016 (1)

Percent of
Net Revenues

(unaudited)
(dollars are in thousands)

Net revenues
Cost of goods sold
Gross profit
Selling, general and administrative expenses
Outside service and professional fees
Loss contingency expenses
Gain contingency proceeds
Depreciation and amortization
Change in fair value of contingent consideration
Change in indemnification receivables
Goodwill impairment
Operating loss
Interest expense
Other (expense) income, net
Loss before income tax benefit
Income tax benefit
Net loss

$

$

125,538
77,928
47,610
51,049
8,798
3,649
(2,466)
4,694
744
(98)
37,068
(55,828)
(2,052)
796
(57,084)
6,248
(50,836)

100.0 % $
62.1
37.9
40.7
7.0
2.9
(2.0 )
3.7
0.6
(0.1 )
29.5
(44.4 )
(1.6 )
0.6
(45.4 )
5.0
(40.4 ) $

132,100
78,641
53,459
49,888
6,741
—
—
4,601
(8,234)
2,920
45,300
(47,757)
(1,384)
(14)
(49,155)
6,286
(42,869)

100.0 %
59.5
40.5
37.8
5.1
—
—
3.5
(6.2 )
2.2
34.3
(36.2 )
(1.0 )
—
(37.2 )
4.8
(32.4 )

(1) Amounts agree to those that have been previously reported.

Net revenues
Net revenues for the year ended December 31, 2017 were $125.5 million. This represents a 5.0% decrease
over net revenues for the year ended December 31, 2016 of $132.1 million. This decrease is primarily the
result of a loss in revenue at our Toronto facility following the fire that occurred on April 6, 2017. Net
revenues from parts sales were $110.5 million for the year ended December 31, 2017, a 3.2% decrease
from parts sales of $114.1 million for the year ended December 31, 2016. Net revenues from other
ancillary products (including scrap metal) were $15.0 million during the year ended December 31, 2017, a
16.7% decrease from other ancillary products revenue of $18.0 million during the year ended December
31, 2016.
We are subject to risks and uncertainties relating to the price of scrap metal, which can fluctuate
significantly from period to period. While sales of scrap metal represent a small portion of our overall
revenues, significant fluctuations have been experienced in metal prices over the past 24 months which
have had an effect on our reported revenues including an increase of approximately 57% in average
market prices for scrap auto bodies from the year ended December 31, 2016 to the year ended December
31, 2017 (as per the American Metal Market Index, 2016 = $126/ton; 2017 = $198/ton), which had a
favorable effect on our reported revenues during the year ended December 31, 2017. Weakness in metals
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prices could adversely affect our revenues and profits. This trend should be viewed in light of the partially
offsetting effect of lower metals prices on our cost of acquiring vehicles for recycling.
Because we have substantial operations in Canada doing business in Canadian Dollars, we are also
subject to risks and uncertainties relating to foreign currency exchange rates. Continued changes in
exchange rates could result in ongoing changes to operational and financial performance of the Canadian
operations that could adversely affect our future reported results of operations.
Cost of goods sold
Our cost of goods sold for the year ended December 31, 2017 amounted to $77.9 million, or 62.1% of net
revenues and a gross profit percentage of 37.9%. This represents a 0.9% decrease over cost of goods sold
for the year ended December 31, 2016 of $78.6 million. This change is primarily a result of a reduction of
cost of material, labor and overhead related to operations performed at the Toronto facility. Depreciation
of $0.8 million and $1.0 million was included in cost of goods sold during the years ended December 31,
2017 and 2016, respectively.
As mentioned above, our results of operations are exposed to market risk related to price fluctuations in
scrap metal and other metals. Market prices of these metals affect the amount that we pay for our
inventory, in addition to the revenue that we generate from sales of these metals. As both our revenue and
costs are affected by the price fluctuations, we have a natural hedge against price changes. However, there
is typically a lag between the effect on our revenue from metal price fluctuations and the corresponding
effect on cost of goods sold. Our cost of goods sold for recycled OEM and related products reflects the
historic average cost to acquire such products, including the price to purchase vehicles, auction, storage
and towing fees, and expenditures for buying and dismantling vehicles.
Selling, general and administrative expenses
Our selling, general and administrative expenses for the year ended December 31, 2017 amounted
to $51.0 million, or 40.7% of net revenues. This represents a 2.3% increase over selling, general and
administrative expense for the year ended December 31, 2016 of $49.9 million. This change is primarily a
result of increased yard IT systems and vehicle expenses. Selling, general and administrative expenses
consisted of (a) operating and distribution costs that are not directly related to the procurement and
dismantling of vehicles, (b) selling and marketing expenses, (c) general and administrative expenses, and
(d) amortization of $1.3 million and $2.6 million of non-cash share-based compensation during the years
ended December 31, 2017 and 2016, respectively.
Outside service and professional fees
Our outside service and professional fees for the year ended December 31, 2017 amounted to $8.8
million, or 7.0% of net revenues. This represents a 30.5% increase from outside service and professional
fees for the year ended December 31, 2016 of $6.7 million. Outside service and professional fees
consisted primarily of auditing, legal, tax compliance, valuation reports and opinions and other consulting
fees for the years ended December 31, 2017 and 2016. While 2016 included significant fees incurred in
conjunction with our transition to a new audit firm, 2017 audit fees remained high. Auditing fees for 2017
and 2016 were $3.6 million and $3.4 million, respectively. In light of the fact that our obligation to file
reports with the SEC has been suspended, were we to remain an independent company, we would expect
our auditing fees to be significantly lower on an ongoing basis. We also incurred significant legal
expenses to address the SEC inquiry, delisting from Nasdaq, and previously disclosed litigation matters,
as well as the strategic review process undertaken by our board and negotiation and execution of the
merger agreement.
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Loss contingency expenses and gain contingency proceeds
We have not been able to precisely estimate losses incurred or expected to be incurred as a result of the
Toronto fire but currently estimate that the losses related to this fire range between $1.9 million and $4.7
million. As a result, we have recorded our best estimate of the losses of $3.6 million as a loss
contingency for the year ended December 31, 2017.
While investigating the range of outcomes related to the expected fire related losses, we have received
interim advance payments from our insurance carrier which we have recorded as gain contingency
proceeds for the year ended December 31, 2017 of $2.5 million.
Depreciation and amortization
Our depreciation and amortization not directly attributable to cost of goods sold for the year ended
December 31, 2017 amounted to $4.7 million, or 3.7% of net revenues. This represents a 2.0% increase
over depreciation and amortization for the year ended December 31, 2016 of $4.6 million. Amortization
expense for intangible assets established in connection with acquisitions was $3.9 million and $3.6
million for the years ended December 31, 2017 and 2016, respectively.
Change in fair value of contingent consideration
Our estimated fair value of contingent consideration increased by $0.7 million for the year ended
December 31, 2017, resulting in expense equal to 0.6% of net revenues. This increase in revenue relates
primarily to the resolution of a dispute with the former owners of the Canadian founding companies, in
which we agreed to pay them $1.33 million in excess of the amount accrued. This compares to a decrease
in estimated fair value of contingent consideration and resulting income recorded during the year ended
December 31, 2016 of $8.2 million. The contingent consideration primarily relates to covenants allowing
for additional consideration to be paid to the former owners of the Canadian Founding Companies and
Jerry Brown, Ltd. (“Jerry Brown”) if specified future events occur or conditions are met, such as meeting
profitability or earnings targets. The change during 2016 primarily results because the estimated
contingent consideration for the Canadian Founding Companies was reduced by $4.2 million during the
year ended December 31, 2016 in accordance with FASB ASC No. 805 “Business Combinations,” which
requires that we estimate contingent consideration at fair value using probable outcomes. As the amount
of the contingent consideration was in dispute, we recorded the estimated contingent consideration
liability for the Canadian Founding Companies as of December 31, 2016 based on the results of our
assessment of the possible outcomes. In addition, since some of the contingent consideration is payable in
shares of our stock, movements in our stock price during the respective periods and currency
remeasurement resulted in changes to the contingent consideration liabilities during the years ended
December 31, 2017 and 2016.
Change in indemnification receivables
Our estimated fair value of the indemnification receivables increased by $0.1 million for the year ended
December 31, 2017, resulting in income equal to 0.1% of net revenues. The income was attributable to
the increase in the estimate of the receivable from former owners related to the indemnification for
uncertain tax positions, recorded as a benefit under income taxes.
Goodwill impairment
Based on the result of a goodwill impairment analysis, we recorded a $37.1 million non-cash pretax
charge to write-off the remaining carrying value of goodwill in March 2017. During the first quarter of
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2016, based on the results of the first step of the goodwill impairment analysis, we determined that the
fair value of our reporting unit was less than its carrying value as of March 31, 2016 and, as such, we
applied the second step of the goodwill impairment test. Based on the result of this second step of the
goodwill impairment analysis, we recorded a $45.3 million non-cash pretax charge to reduce the carrying
value of goodwill in March 2016.
Interest expense and other (expense) income, net
Our interest expense, primarily related to our Amended Credit Agreement, was $2.1 million and $1.4
million for the years ended December 31, 2017 and 2016, respectively. During 2017, we were subject to
higher interest rates due to the increase in prime rate, increase in Applicable Margin under the terms of
our Amended and Restated Credit Arrangement, and an accrual of $0.6 of additional interest that may be
payable under terms of the Forbearance Agreement. Our other (expense) income, net was income of $0.8
million and expense of $0.0 million for the years ended December 31, 2017 and 2016, respectively. The
2017 income primarily is from our sale of an investment in Go Pull-It.
Income tax benefit
We recorded an income tax benefit of $6.2 million for the year ended December 31, 2017, with an
effective rate of 10.9% of the pretax loss reported for the year. This represents a 0.6% decrease as
compared to the income tax benefit for the year ended December 31, 2016 of $6.3 million with an
effective tax rate of 12.8%. The benefit recorded during the year ended December 31, 2017 includes a
$2.7 million benefit related to the decrease in the U.S. federal tax rate as a result of the Tax Cuts and Jobs
Act (HR1) which was signed into law on December 22, 2017. However, the effective rate for 2016 was
lower than the statutory rate applied to the pretax loss of $49.2 million for the year because no significant
amount of tax benefit was recorded for the goodwill impairment of $45.3 million in 2016. The tax benefit
associated with the portion of this impairment charge related to future goodwill deductions by the
Canadian Founding Companies was offset by a valuation allowance because of the uncertainties
associated with generating future taxable income in Canada. In addition to the items discussed above, the
effective rate in the years ended December 31, 2017 and 2016 differs from the U.S. federal statutory rate
due to the effects of the state and Canadian income taxes and non-deductible income and expense items
reported in the consolidated statements of operations, such as changes in contingent consideration and
changes in indemnification receivables. See Note 10 to the Consolidated Financial Statements in the 2016
Annual Report on Form 10-K.
Net loss
Net loss for the years ended December 31, 2017 and 2016 was $50.8 million and $42.9 million,
respectively. Both 2017 and 2016 net losses were primarily the result of goodwill impairment of $37.1
million and $45.3 million, respectively.
Liquidity and Capital Resources
Effective December 31, 2015, we entered into a $35.0 million amended and restated senior secured credit
facility with BMO Harris Bank N.A. (the “Amended Credit Agreement”) which replaces the original
credit agreement with BMO Harris Bank N.A. (the “Original Credit Agreement”). The Amended Credit
Agreement contained substantially the same terms as the Original Credit Agreement except for
adjustments to covenants which are discussed below. Previous borrowings under the Original Credit
Agreement remained outstanding under the Amended Credit Agreement. The Amended Credit Agreement
was further amended on June 27, 2016 and August 19, 2016, with retroactive effect to March 31, 2016
and June 30, 2016, respectively, pursuant to which certain financial covenant calculations, which are
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described below, were further clarified and amended. The Amended Credit Agreement consists of $25.0
million that is available as a revolving credit facility, allocated $20.0 million in U.S. revolving loans, with
a $7.5 million sublimit for letters of credit, and $5.0 million in Canadian revolving loans, with a $2.5
million sublimit for letters of credit. The remaining $10.0 million has been drawn as a term loan.
Our U.S. borrowings under the Amended Credit Agreement bear interest at fluctuating rates, at our
election in advance for any applicable interest period, by reference to the “base rate,” “Eurodollar rate” or
“Canadian Prime Rate” plus the applicable margin within the relevant range of margins provided in the
Amended Credit Agreement. The base rate is the highest of (i) the rate BMO Harris Bank N.A. announces
as its “prime rate,” (ii) 0.50% above the rate on overnight federal funds transactions, or (iii) the London
Interbank Offered Rate (LIBOR) for an interest period of one month plus 1.00%. The applicable margin is
based on our Total Leverage Ratio, as described below. The borrowings were subject to interest rates
ranging from 4.25% - 7.00% at December 31, 2017.
The Canadian Dollar borrowings under the Amended Credit Agreement bear interest at fluctuating rates
at our election in advance for any applicable interest period, by reference to the “Canadian Prime Rate”
plus the applicable margin within the relevant range of margins provided in the Amended Credit
Agreement. The Canadian Prime Rate is the higher of (i) the rate the Bank of Montreal announces as its
“reference rate,” or (ii) the Canadian Dollar Offered Rate (CDOR) for an interest period equal to the term
of any applicable borrowing plus 0.50%. The applicable margin is determined quarterly based on our
Total Leverage Ratio, as described below. The maximum and initial margin for interest rates after March
31, 2016 on Canadian borrowings under the Amended Credit Agreement is 2.75% on base rate loans.
The Amended Credit Agreement is secured by a first-priority perfected security interest in substantially
all of our assets and the stock of our domestic subsidiaries, which also guaranty the borrowings, and 66%
of the stock of our direct Canadian Subsidiary, Fenix Canada. Proceeds of the Amended Credit
Agreement can be used for capital expenditures, working capital, permitted acquisitions, and general
corporate purposes. The Amended Credit Agreement expires on May 19, 2020. The Amended Credit
Agreement contains customary events of default, including the failure to pay any principal, interest or
other amount when due, violation of certain of our affirmative covenants or any negative covenants or a
breach of representations and warranties and, in certain circumstances, a change of control. Upon the
occurrence of an event of default, payment of indebtedness may be accelerated and the lending
commitments may be terminated.
The Amended Credit Agreement also contains financial covenants with which we must comply on a
quarterly or annual basis, which have been amended since entering into the Original Amended Credit
Agreement, including a Total Funded Debt to EBITDA Ratio (or “Total Leverage Ratio”, as defined).
Total Funded Debt as it relates to the Total Leverage Ratio is defined as all indebtedness (a) for borrowed
money, (b) for the purchase price of goods or services, (c) secured by assets of the Company or its
Subsidiaries, (d) for any capitalized leases of property, (e) for letters of credit or other extensions of
credit, (f) for payments owed regarding equity interests in the Company or its Subsidiaries, (g) for interest
rate, currency or commodities hedging arrangements, or (h) for any guarantees of any of the foregoing as
of the end of the most recent fiscal quarter. Consistent with the Original Credit Agreement, Permitted
Acquisitions are subject to bank review and a maximum Total Leverage Ratio, after giving effect to such
acquisition. We must also comply with a minimum Fixed Charge Coverage Ratio. Fixed charge coverage
is defined as the ratio of (a) EBITDA less unfinanced capital expenditures for the four trailing quarterly
periods to (b) fixed charges (principal and interest payments, taxes paid and other restricted payments);
except that for the first three quarters of 2016, for the purposes of determining this ratio, EBITDA will be
calculated based on a multiple of the then current EBITDA, instead of using the EBITDA for the prior
four quarters. A similar annualization adjustment will be made for unfinanced capital expenditures for the
same period. EBITDA includes after tax earnings with add backs for interest expense, income taxes,
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depreciation and amortization, share-based compensation expenses, and other additional items as outlined
in the Amended Credit Agreement. In addition, the Amended Credit Agreement covenants include a
minimum net worth covenant, which was revised effective March 31, 2016. Net worth is defined as the
total shareholders’ equity, including capital stock, additional paid in capital, and retained earnings after
deducting treasury stock. The Amended Credit Agreement includes a mandatory prepayment clause
requiring certain cash payments when EBITDA exceeds defined requirements for the most recently
completed fiscal year. These prepayments will be applied first to outstanding term loans and then to the
revolving credit.
We are also subject to a limitation on our indebtedness based on quarterly calculations of a Borrowing
Base. The Borrowing Base is determined based upon Eligible Receivables and Eligible Inventory and is
calculated separately for the United States and Canadian borrowings. If the total amount of principal
outstanding for revolving loans, term loans, letters of credit and other defined obligations is in excess of
the Borrowing Base, then we are required to repay the difference or be in default of the Amended Credit
Agreement.
As of December 31, 2017, we owed $26.6 million under the Amended Credit Agreement (consisting of
term loan and revolving credit debt of $9.3 million and $17.3 million, respectively). We also had $1.1
million outstanding in standby letters of credit under the Amended Credit Agreement related to the
property and casualty insurance program. Since June 30, 2016, for reasons described in Note 1 to the
Consolidated Financial Statements in the 2016 Annual Report on Form 10-K, we have been in breach of
the Amended Credit Agreement’s Total Leverage Ratio and Fixed Charge Coverage Ratio requirements
and the Borrowing Base requirement for repaying over-advances, as well as the requirement for timely
delivery of certain quarterly certificates and reports. As a result, all of the Amended Credit Agreement
debt is reported as a current liability in the accompanying consolidated balance sheet as of December 31,
2017, and there can be no further borrowings of any availability under the Amended Credit Agreement
until such defaults are rectified or waived.
On March 27, 2017, we entered into a Forbearance Agreement to the Amended Credit Agreement (the
“Original Forbearance Agreement”) with the senior lenders. Pursuant to the Forbearance Agreement, the
senior lenders agreed to forbear from exercising their rights and remedies under the Amended Credit
Agreement with respect to the above-described defaults and any similar defaults during the forbearance
period, provided no other defaults occur. The Original Forbearance Agreement was amended on June 23,
2017 to extend the forbearance period, which had originally expired on May 26, 2017, until August 31,
2017 and to resolve certain new defaults. The Original Forbearance Agreement, as amended, also
permitted us to add the quarterly interest payments otherwise due for the first two quarters of 2017 to the
principal amount of debt outstanding and defer the $250,000 principal payments due on March 31, 2017
and June 30, 2017 to the end of the forbearance period.
On December 29, 2017, we entered into a new Forbearance Agreement to the Amended Credit
Agreement (the “New Forbearance Agreement”) with the senior lenders. The New Forbearance
Agreement replaced the Original Forbearance Agreement. Pursuant to the New Forbearance Agreement,
the senior lenders agreed to forbear from exercising their rights and remedies under with respect to our
non-compliance with applicable financial and other covenants and any further non-compliance with such
covenants during the forbearance period, provided no other defaults occurred. The forbearance period
under the New Forbearance Agreement was scheduled to end on February 28, 2018 and permitted us to
add certain interest payments that were due at the end of each quarter in 2017 to the principal amount of
debt outstanding and defer the principal payments that were due at the end of each quarter in 2017 to the
end of the forbearance agreement. On February 28, 2018 the New Forbearance Agreement was amended
to extend the forbearance period through April 30, 2018 to provide us adequate time to complete the
merger with Stellex Capital Management LP.
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If we have not completed the merger with Stellex Capital Management LP when the New Forbearance
Agreement expires on April 30, 2018, there is no guarantee that we will be able to make any of the
required payments, nor that we will be able to negotiate with the senior lenders to further amend the
Forbearance Agreement and extend the forbearance period into the future, including the provisions
regarding payment-in-kind for certain interest and deferral of all fees and principal payments otherwise
due on the term loan, and to take into account subsequent defaults. There can be no assurances that we
will be able to successfully negotiate such an amendment. If we are unable to reach further agreement
with the senior lenders to extend the forbearance period or obtain waivers or amendments to the existing
Amended Credit Agreement, find acceptable alternative financing, obtain equity contributions, or
arrange a business combination, our Amended Credit Agreement lenders could elect to declare some or
all of the amounts outstanding under the facility to be immediately due and payable. If this happens, we
do not expect to have sufficient liquidity to pay the outstanding Amended Credit Agreement debt. In
addition, we have significant obligations under a contingent consideration agreement with the previous
owner of Jerry Brown Ltd. as described above and further in Note 5 of the Consolidated Financial
Statements in the 2016 Annual Report on Form 10-K, and we will need access to additional credit to be
able to satisfy these obligations.
If we are unable to reach further agreement with the senior lenders to obtain waivers or amendments to
the existing Amended Credit Agreement, find acceptable alternative financing, obtain equity
contributions, or arrange a business combination, after the forbearance period (and during the forbearance
period in the event of any new defaults other than those anticipated defaults enumerated in the
Forbearance Agreement, as amended), our Amended Credit Agreement lenders could elect to declare
some or all of the amounts outstanding under the facility to be immediately due and payable. If this
happens, we do not expect to have sufficient liquidity to pay the outstanding Amended Credit Agreement
debt. In addition, we have significant obligations under contingent consideration agreements related to
certain acquired companies as described below and in Note 6 to the Consolidated Financial Statements in
the 2016 Annual Report on Form 10-K, and we will need access to additional credit to be able to satisfy
these obligations.
As a result of the above, substantial doubt exists regarding our ability to continue as a going concern,
which contemplates continuity of operations, realization of assets and the satisfaction of liabilities in the
normal course of business within one year from the date of this filing.
Net cash used in operating activities totaled $6.1 million and $1.7 million for the years ended December
31, 2017 and 2016, respectively. During 2017, we took specific actions to aggressively manage cash
including, but not limited to, reducing car purchases that resulted in a $3.3 million decrease in inventory
and extension of payment terms with our vendors resulting in increased payables of $1.1 million. There is
no assurance that we will be able to continue reducing car purchasing or extend payables further and such
activities could have a material adverse impact on our business, operating results and financial condition.
Net cash provided by investing activities totaled $1.0 million for the year ended December 31, 2017 and
net cash used in investing activities totaled $0.7 million for the year ended December 31, 2016. Investing
activities in the year ended December 31, 2016 consisted primarily of the cash used to make $0.6 million
of capital expenditures associated with our automotive recycling operations. Investing activities in the
year ended December 31, 2015 consisted primarily of the cash used to purchase the Subsidiaries of
$105.2 million and $0.3 million of capital expenditures after the acquisitions.
Net cash provided by financing activities totaled $5.0 million and $0.4 million for the years ended
December 31, 2017 and 2016, respectively. During the year ended December 31, 2016, we borrowed a
net of $0.7 million on our Amended Credit Agreement.
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At present, our primary source of ongoing liquidity is cash flows from our operations. Payroll and the
procurement of inventory are our largest operating uses of funds. We normally pay for vehicles acquired
at salvage auctions and under some direct procurement arrangements at the time that possession is taken
of the vehicles. We are unable to access any available credit under the Amended Credit Agreement unless
and until we are able to reach agreement with the senior lenders to favorably resolve the current events of
default.
Over the next 12 months, in addition to any working capital needs, a modest amount of necessary capital
expenditures, and debt service on the term loan as discussed above, we are also likely to have a need for
cash to satisfy certain contingent consideration liabilities, as described more fully in Note 6 to the
Consolidated Financial Statements in the 2016 Annual Report on Form 10-K. As part of the
consideration for three of the Founding Companies, we entered into contingent consideration agreements
with certain of the selling stockholders under which additional consideration will be payable to the
former owners in cash and stock if specified future events occur or conditions are met, such as meeting
profitability or earnings targets. Two of these agreements were settled during 2017 as described above.
We have recorded a $3.5 million current liability for the estimated fair value of the remaining
contractual commitment in the accompanying consolidated balance sheet as of December 31, 2017.
For the combination with Jerry Brown, Ltd. (“Jerry Brown”), we are required to pay (a) up to an
additional $1.8 million if the business achieved certain revenue targets during the twelve-month period
beginning June 2015, and (b) an additional uncapped amount if the business exceeds certain EBITDA
levels during 2016. Based on results actually achieved during the first quarter of 2016, EBITDA was
estimated to be less than the previously developed budget and, accordingly, the estimated fair value of
the contingent liability due to the former owners of Jerry Brown was reduced by approximately $1.4
million, resulting in a credit to income which is reflected in the condensed consolidated statement of
operations for the three months ended March 31, 2016. Based on results actually achieved during 2016,
further adjustments were made during the year end December 31, 2016 and during the first quarter of
2017 and the estimated fair value of the contingent liability was $3.5 million as of December 31, 2017.
The total contingent consideration liability attributable to the Jerry Brown acquisition was (a) $1.8
million for achieving the revenue target, which management and the former owners of Jerry Brown
agree was fully earned and is currently due and payable, and (b) $1.7 million estimated for the EBITDA
target which will be determined in 2017. We are in negotiations with the former owners of Jerry Brown
to schedule payment of currently due amounts and expect to fund these and future determined payments
to the former owners of Jerry Brown, to the extent they are ultimately deemed earned, through cash
generated from operations or, if necessary and available, through draws on the revolving Amended
Credit Agreement or through other sources of capital that may be available.
Management has been and remains highly focused on maximizing cash flows from operations and, to the
extent possible under the circumstances, minimizing the cost of outsourced professional fees. Although
scrap metal prices increased during both 2016 and 2017, professional fees remained high throughout
2017 and we still may not be able to comply with all the financial covenants contained in our Amended
Credit Agreement in future periods unless those requirements are waived or amended or unless we can
reduce the amount of Amended Credit Agreement debt by obtaining new subordinated debt or equity
financing. There can be no assurance that additional funding, or refinancing of our Amended Credit
Agreement, will be available on terms attractive to us, or at all. Furthermore, any additional equity
financing may be dilutive to stockholders, and debt financing, if available, may be costly and involve
further restrictive covenants. Failure to raise capital or consummate a strategic investment into the
Company or a business combination could have a material adverse impact on our business, operating
results, and financial condition.
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Contractual Obligations and Commercial Commitments
Operating leases with the former owners of the Subsidiaries or their affiliates have terms of 15 years
with options for additional renewals. The sublease for corporate office space has a term of May 1, 2015
to September 30, 2018. Cash payments for rent under these leases, future payments on debt (principal
only) and consulting obligations, and future contingent consideration payments described above by year
are:
Payments Due By Period as of December 31, 2017
Total

1 Year or less

2-3 Years

4-5 Years

More Than
5 Years

(in thousands)

Operating leases
Current debt
Consulting obligations
Contingent consideration
Total

$

$

36,646
26,632
1,095
3,500
67,873

$

$

2,477
26,632
188
3,500
32,797

$ 4,942
—
160
—
$ 5,102

$

$

5,489
—
160
—
5,649

$ 23,738
—
587
—
$ 24,325

Operating leases — See Note 12 to the Consolidated Financial Statements in the 2016 Annual Report on
Form 10-K for discussion of facility leases with the former owners of the Subsidiaries.
Current debt — Current debt consists of amounts owed under our Amended Credit Agreement. See
Note 5 to the Consolidated Financial Statements in the 2016 Annual Report on Form 10-K for a summary
of the amended and restated Amended Credit Agreement and reasons why this debt is all classified as a
current liability.
Consulting obligations — Consulting obligations reflect non-substantive (future performance not
required) consulting arrangements with former owners as agreed to during the Combinations with the
Founding Companies.
Contingent consideration — Represents the estimated fair value of contingent consideration
arrangements with the former owners of three Founding Companies as of December 31, 2017. Under
these arrangements, the former owners of Jerry Brown can earn up to an additional $1.8 million in cash if
the business achieves certain revenue targets during the twelve-month period beginning June 2015, and an
additional, uncapped amount if the business exceeds certain EBITDA levels during 2016. The estimated
fair value of the contingent consideration liabilities at the Combination date was based on independent
valuations considering our projections for the Founding Company, the respective target levels, the relative
weighting of various future scenarios and a discount rate of approximately 5.0%. Subsequent to the
Combination, we periodically review the amount of contingent consideration that is likely to be payable
under current operating conditions and adjust the estimated liability as deemed necessary. See Note 6 to
the Consolidated Financial Statements in the 2016 Annual Report on Form 10-K.
Off-balance sheet arrangements — We have a $1.1 million standby letters of credit outstanding under
our Amended Credit Agreement at December 31, 2017 to support contingent consideration that may be
payable under our property and casualty insurance program. Other than this standby letter of credit and
the operating lease commitments included above, we have no off-balance sheet arrangements that would
have a current or future material effect on our financial condition, changes in financial condition, revenue,
expense, results of operations, liquidity, capital expenditures or capital resources.
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Inflation — We believe that inflation has not had a significant impact in the past and is not likely to have
a significant impact in the foreseeable future on our results of operations.
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The financial information set forth below for the year ended December 31, 2017 is preliminary and subject to
change, and has not been reviewed or audited by independent public accountants.
Fenix Parts, Inc.
CONSOLIDATED BALANCE SHEETS
December 31,
2017

December 31,
2016

(in thousands, except share data)

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net
Inventories
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Indemnification receivables
Other non-current assets
TOTAL ASSETS

$

$

LIABILITIES
Current liabilities:
Accounts payable
Accrued expenses
Current portion of debt under Amended Credit Agreement
Loss contingency accrual
Contingent consideration liabilities
Other current liabilities
Total current liabilities
Deferred income tax liabilities
Reserve for uncertain tax positions
Other non-current liabilities
Total non-current liabilities
TOTAL LIABILITIES

$

COMMITMENTS AND CONTINGENCIES
SHAREHOLDERS’ EQUITY
Common stock, $0.001 par value; 30,000,000 shares authorized; 20,464,244 and
20,038,489 shares issued and outstanding at December 31, 2017 and 2016,
respectively
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit
Total Fenix Parts, Inc. shareholders’ equity before noncontrolling interest
Noncontrolling interest
Total shareholders’ equity
$
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY
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710 $
5,424
28,926
876
35,936
8,379
—
28,943
2,107
2,940
78,305 $

738
7,203
32,568
435
40,944
10,089
37,027
32,211
2,009
3,117
125,397

6,062 $
5,636
26,004
2,155
3,509
2,195
45,561
2,937
2,257
5,253
10,447
56,008

4,955
4,800
21,094
—
7,156
1,899
39,904
8,170
2,180
4,514
14,864
54,768

22
149,682
(2,915)
(124,492)
22,297
—
22,297
78,305 $

20
139,193
(3,328)
(73,656)
62,229
8,400
70,629
125,397

The financial information set forth below for the year ended December 31, 2017 is preliminary and subject to
change, and has not been reviewed or audited by independent public accountants.
Fenix Parts, Inc.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
Year Ended December 31,

2017

2016

2015

(in thousands, except share data)

Net revenues
Cost of goods sold
Gross profit
Selling, general and administrative expenses
Outside service and professional fees
Loss contingency expenses
Gain contingency proceeds
Depreciation and amortization
Change in fair value of contingent consideration
Change in indemnification receivables
Goodwill impairment
Operating loss

$

Interest expense
Other (expense) income, net
Loss before income tax benefit
Income tax benefit
Net loss
Foreign currency translation adjustment
Net comprehensive loss

125,538 $
77,928
47,610
51,049
8,798
3,649
(2,466)
4,694
744
(98)
37,068
(55,828)

132,100 $
78,641
53,459
49,888
6,741
—
—
4,601
(8,234)
2,920
45,300
(47,757)

68,946
53,559
15,387
28,346
9,091
—
—
2,743
6,050
—
—
(30,843)

$

(2,052)
796
(57,084)
6,248
(50,836) $
413
(50,423) $

(1,384)
(14)
(49,155)
6,286
(42,869) $
919
(41,950) $

(263)
(1,959)
(33,065)
7,024
(26,041)
(4,247)
(30,288)

$

(2.37) $

(2.05) $

(1.86)

$

Loss per share available to common shareholders:
Basic and Diluted
Weighted average common shares outstanding:
Basic and Diluted

20,368,823
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19,869,316

13,332,691

The financial information set forth below for the year ended December 31, 2017 is preliminary and
subject to change, and has not been reviewed or audited by independent public accountants.
Fenix Parts, Inc.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Shares

Accumulated
Other
Comprehensive
Loss

Additional
Paid-In
Capital

Common Stock
Amount

Accumulated
Deficit

Total
Shareholders’
Equity

Noncontrolling
Interest

(in thousands, except share data)
Balance at December 31,
2014 (1)
Shareholder contributions
prior to initial public
offering
Net proceeds from initial
public offering
Issuance of Fenix shares for
Combination
Consideration
Issuance of Fenix Canada
preferred shares to noncontrolling interest for
Combination
Consideration
Compensation for pre-IPO
services
Leesville retention bonus
Share based compensation
to employees and
directors
Foreign currency
translation adjustment
Net loss
Balance at December 31,
2015
Leesville retention bonus
Share based compensation
to employees and
directors
Employee Stock Purchase
Plan
Foreign currency
translation adjustment
Net loss

2,429,333 $

(4,746) $

— $

(1,128)

3,904

—

—

—

3,904

13,800,000

14

101,265

—

—

—

101,279

3,083,962

3

24,568

—

—

—

24,571

—

—

—

—

—

8,400

8,400

20,000

—

217

—

—

—

217

271,111

1

1,378

—

—

—

1,379

2,868

—

1,450

—

—

—

1,450

—

—

—

—

—

(4,247)

—

—

—

—

(26,041)

8,400 $

109,784

19,926,868 $

20 $

(4,247)
—

136,398 $

(4,247) $

(26,041)
(30,787) $

—

—

790

—

—

—

790

65,039

—

1,847

—

—

—

1,847

46,582

—

158

—

—

—

158

—

—

—

919

—

—

919

—

—

—

—

Issuance of common stock

89,285

Balance at December 31,
2017

— $

—

20,038,489 $

Net loss

3,616 $

319,594

Balance at December 31,
2016
Share based compensation
to employees and
directors
Employee Stock Purchase
Plan
Foreign currency
translation adjustment

2 $

(42,869)

8,400 $

70,629

(3,328) $

—

250

—

—

1,480,726

2

10,031

—

—

185,744

—

208

—

—

—

208

—

—

—

413

—

—

413

—

—

—

—

22 $

149,682 $
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(2,915) $

(73,656) $

—

139,193 $

21,794,244 $

20 $

(42,869)

(50,836)
(124,492) $

—
(8,400)

—
— $

250
1,633

(50,836)
22,297

The financial information set forth below for the year ended December 31, 2017 is preliminary and
subject to change, and has not been reviewed or audited by independent public accountants.
Fenix Parts, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS
Year Ended December 31,

2017

2016

2015

(in thousands)

Cash flows from operating activities:
Net loss

$

(50,836) $

(42,869) $

(26,041)

Depreciation and amortization

5,596

5,657

3,571

Share-based compensation expense

1,261

2,637

3,046

596

—

—

Adjustments to reconcile net loss to net cash used in operating activities:

Interest paid-in-kind
Deferred income taxes

(5,233)

(4,460)

(8,662)

Deferral of warranty sales

718

836

772

Non-cash rent

769

1,083

567

76

(3,404)

—

(77)

2,920

—
8,585

Change in reserve for uncertain tax positions
Change in indemnification receivables
Amortization of inventory fair value mark-up

—

1,402

Retrospective inventory opening balance sheet adjustment

—

(2,221)

—

Change in estimate of retail inventory

—

(1,777)

—

(8,234)

6,050

Change in fair value of contingent consideration
Make whole provision for pre-IPO investors

(3,756)
—

—

1,827

37,068

45,300

—

503

221

—

1,251

—

—

Accounts receivable

1,738

(273)

(4,760)

Inventories

3,884

(1,633)

(276)

Goodwill impairment
Loss on disposal of property and equipment
Proceeds from insurance settlement
Change in operating assets and liabilities:

Prepaid expenses and other current assets

(439)

405

647

Accounts payable

1,064

1,490

(806)

Accrued expenses

378

2,272

(1,046)

Other current liabilities
Due to related parties
Net cash used in operating activities

(702)

(270)

—

—

(799)

776

(6,141)

(1,717)

(15,750)

(310)

(592)

(330)

84

—

—

Cash flows from investing activities:
Capital expenditures
Proceeds from sale of equipment
Proceeds from insurance settlement

1,264

Purchases of companies, net of cash acquired
Net cash provided by (used in) investing activities
Cash flows from financing activities:
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—

—

—

(149)

(105,224)

1,038

(741)

(105,554)

Proceeds from initial public offering

—

—

101,279

Proceeds from issuances of common stock

822

—

2,077

Proceeds from the Employer Stock Purchase Plan

(17)

237

—

1,615

21,200

Borrowings on revolving credit line

4,200

Payments on term loan

—

(960)

(375)

Debt issuance cost

—

(102)

(438)

Additional financing payments

—

(428)

—

Net cash provided by financing activities
Effect of foreign exchange fluctuations on cash and cash equivalents

5,005
70

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

$

362
7

(28)

(2,089)

738

2,827

710 $

738 $

123,743
(65)
2,374
453
2,827

Supplemental cash flow disclosures:
Cash paid for interest

$

Cash paid for income taxes

476 $
357

1,044 $

229

497

129

Noncash transactions:
Equity issued for purchases of the Subsidiaries

$

— $

— $

Accrued non-substantive consulting fees for acquisitions

—

—

1,787

Note related to Go Pull-It

—

—

200

Off market lease net asset from acquisitions

—

—

1,538

Accrued contingent consideration for acquisitions

—

—

10,237
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32,971

RISK FACTORS
Risks Relating to the Inability Complete the Pending Merger
If the proposed merger is not completed, the Company will likely have to file for bankruptcy.
The completion of the merger is conditioned upon, among other things, the adoption of the merger
agreement by Company stockholders and other customary closing conditions. Therefore, the merger may
not be completed or may not be completed in a timely manner. If the merger agreement is terminated, the
market price of our common stock will likely decline. It would be highly likely the Company would be
required to file for bankruptcy absent a very near term sale of the Company as the Company’s severe
liquidity shortage, exacerbated by the continuing suspension of operations as a result of the fire at its
Toronto facility in April 2017, has caused the Company to sharply reduce its car buying (resulting in
reduced revenue) and delay paying creditors (resulting in increased short-term liabilities), which has
caused the Company to operate close to insolvency for the past several quarters and would, in the opinion
of the Company’s management, result in the Company not having sufficient cash to fund its operations
within 60 to 90 days. It is likely that Company stockholders would receive less, if any, value for their
shares in connection with a bankruptcy of the Company.
Risks Related to our Business
We have a substantial amount of indebtedness to bank lenders and former owners of an acquired
Subsidiary, which could have a material adverse effect on our financial condition and our ability to
obtain financing in the future and to execute our business strategy.
As of February 28, 2018, we had $27.4 million of debt outstanding under the Amended Credit Facility,
consisting of $9.4 million under our revolving line of credit and $18.0 million under our term loan. We
also have a letter of credit for $1.1 million secured under the facility. Under the terms of the New
Forbearance Agreement, unpaid interest is added to the principal. The amount of unpaid interest as of
February 28, was $1.2 million (included in the $27.4 million of debt outstanding under the facility
described above). The New Forbearance Agreement also calls for penalty interest. The potential liability
for penalty interest was accrued for separately from the debt outstanding under the facility. In addition,
we have a contingent consideration arrangement with the former owner of one of the acquired businesses
that could result in substantial future cash obligations as described in Management’s Discussion and
Analysis of Financial Condition and Results of Operations - “Liquidity and Capital Resources” and as
estimated and recorded in the accompanying consolidated balance sheet as of December 31, 2017
included in this Annex D. Our significant amount of debt, limited borrowing capacity and our debt service
and contingent consideration obligations could limit our ability to satisfy our obligations, limit our ability
to operate our business, execute our expansion strategy and impair our competitive position. Moreover,
even if our current defaults are rectified or waived, any new failure to comply with the covenants and
restrictions in our Amended Credit Facility (other than those anticipated and enumerated in the
Forbearance Agreement, as amended) could result in a future event of default, which would permit our
lenders to call for the immediate repayment of some or all of the amounts outstanding under our
Amended Credit Facility, among other remedies. If this happens, we do not expect to have sufficient
liquidity to pay the outstanding Credit Facility debt. The acceleration of our obligations under the
Amended Credit Facility or the failure to ultimately satisfy our contingent consideration obligations
would have a material adverse effect on our business.
We are in breach of certain covenants in our Amended Credit Agreement. Our failure to successfully
identify and complete a transaction that improves our liquidity during the forbearance period agreed to
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by our lenders is highly likely to have a material adverse affect on our ability to continue as a going
concern.
As a result of certain defaults under our Amended Credit Agreement, we lack liquidity that is necessary to
sustain our operations as a going concern. In March 2017, we entered into a forbearance agreement with
the senior lenders that provides us with access to liquidity to continue our operations. The original
forbearance agreement was amended and then replaced in December 2017. Currently, the forbearance
period covers all known existing defaults and expires on April 30, 2018 (unless terminated earlier due to
new defaults not anticipated in the forbearance agreement). Unless we consummate the merger or have
otherwise identified and demonstrated progress satisfactory to the senior lenders toward the completion of
a transaction that could include a business combination, debt and/or equity financing, or a strategic
investment into us, prior to April 30, 2018, there can be no assurance that the senior lenders will continue
to forbear exercising all remedies available to them under the Amended Credit Agreement, including
declaring some or all of the amounts outstanding to be immediately due and payable. If this happens, we
do not expect to have sufficient liquidity to repay those amounts, nor would we be able to satisfy our
significant obligations under contingent consideration agreements related to certain acquired companies,
and the senior lenders could elect to take action resulting in our liquidation. These matters are more fully
described in Note 1 to the Company’s consolidated financial statements for the year ended December 31,
2016 - “Liquidity and Financial Condition” and “Ability to Continue as a Going Concern.”
There is, therefore, no assurance that the senior lenders would forbear on their rights to enforce defaults
under the Amended Credit Agreement beyond April 30, 2018, so after that date the senior lenders may
accelerate the Amended Credit Agreement obligations and pursue their rights and remedies under the loan
documents and at law
Absent a business combination, debt and/or equity financing, or a strategic investment into the
Company, the Company expects to run out of cash to support operations in 60 to 90 days.
We have a severe liquidity shortage, exacerbated by the continuing suspension of operations at our
Toronto facility as a result of a fire in April 2017, which caused us to sharply reduce our car buying
(resulting in reduced revenue) and delay payments to creditors (resulting in increased short-term
liabilities), and would, in the opinion of our management, result in the Company not having sufficient
cash to fund our operations within 60 – 90 days. Due to the deterioration in the Company’s financial
condition and inability to sustain independent operations, it would be highly likely the Company would
be required to file for bankruptcy protection absent a very near term sale of the Company. In addition,
our forbearance agreement with our senior lenders expires on April 30, 2018 and is not likely to be
extended beyond that date if the merger is not effected. The Company Board therefore believes that if the
merger is not consummated for any reason, it is highly likely that the Company will file for bankruptcy
protection. It is highly unlikely that Company stockholders would receive any payment on account of
their common stock holdings in a bankruptcy proceeding.
One of the facilities that we lease is the subject of environmental claims.
Groundwater and surface water contamination has been detected in the past at the facility in Toronto,
Ontario that we leased when we acquired the assets of Goldy Metals Incorporated (“GMI”), as a result of
historical releases and a petroleum hydrocarbon spill in November 2010. Since November 2010, the
Ontario Ministry of the Environment issued a series of regulatory orders under Ontario’s Environmental
Protection Act that required the owner of GMI to investigate and remediate all areas that were
contaminated by the spill and to take protective and remedial actions related to its property and operations
as well as adjacent areas. We believe GMI has been and is taking necessary steps to remediate the surface
water and groundwater contamination. Furthermore, we did not assume this liability and GMI, its
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stockholder and certain affiliates have agreed to indemnify us for a period of three years from the date of
Combination against any liability that may be imposed on us as a result of this contamination. However,
as the successor to GMI’s business and lessee of the facility, we may become legally responsible for this
liability, and we and our directors and officers may be responsible under national and provincial laws and
regulations for the assessment, delineation, control, clean-up, remediation, monitoring and verification of,
or as a result of, any environmental contamination at that site and any affected off-site areas. The owner
of GMI and certain of its affiliates have agreed, pursuant to the Combination Agreements, to continue to
be responsible for the costs of an additional storm water management, control and discharge system
following the completion of the Combinations. However, there can be no assurance that the owner of
GMI or its affiliates will perform their obligations under such agreements and their failure to perform
would require us to undertake these environmental obligations.
The site and operations in Toronto have been operating since the 1960s. During the last decade, the
surrounding parkland and agricultural area, as well as the site itself, have been designated part of a new
federal urban park. Accordingly, there has been continual governmental, quasi-governmental, and nongovernmental body environmental oversight and intervention, including various enforcement initiatives.
We anticipate that this will continue.
The Province of Ontario has filed a civil lawsuit against GMI and the owner of the land on which the
Toronto, Ontario facility is located claiming damages of Canadian Dollars (“CAD”) $10.5 million plus
pre- and post-judgment interest and court costs, for alleged historical and spill-related contamination as
well as for alleged property encroachment damage. The lawsuit is currently in the pre-discovery stage.
We did not assume this liability, and GMI, its owner and certain affiliates have agreed to indemnify us,
subject to certain limits as defined in the Combination agreements, for a period of three years from the
date of Combination against any liability that may be imposed on us (notwithstanding the terms of the
agreement) as a result of this liability. We cannot assure you that we will not become responsible for this
liability through a cleanup order as lessee of the site, or that GMI and its owner or their affiliates will
have the capacity to indemnify us in the event we become responsible for this liability in whole or in part.
We also have been advised by experts retained by or on behalf of GMI, the landowner and us that the
amount of damages, if any, are more likely than not to be less than $500,000; however, our responsibility
for this liability in amounts exceeding the estimates of our experts could have a material adverse effect on
our results of operations and financial position.
Prior to our leasing this facility, GMI was also charged by the Province of Ontario for causing or
permitting an oil spill in Toronto which allegedly impaired a nearby creek. This matter was settled
through a guilty plea on consent, with GMI paying a penalty of CAD $94,000. A future charge and
conviction under the same or other environmental statute in Ontario could result in the imposition of a
minimum fine of CAD $100,000 per day plus a 25% surcharge, up to a maximum of CAD $10 million.
We did not assume this liability, and GMI, its owner and certain affiliates have agreed to indemnify us for
a period of three years from the date of Combination against any liability that may be imposed on us as a
result of this liability. We cannot assure you that we will not become responsible for this liability through
a cleanup order as lessee of the site, or that GMI, and its stockholder or their affiliates will have the
capacity to indemnify us in the event we become responsible for this liability in whole or in part. Our
responsibility for this liability in whole or in significant part could have a material adverse effect on our
results of operations and financial position.
GMI is also the subject of further regulatory orders relating to sedimentation monitoring and control in
the creek, rehabilitating the creek area that was diverted in 2011 as well as assessing, preventing, treating
and controlling off-site groundwater and surface water discharges. To address these orders, GMI intends
to implement a new surface water control, management and discharge system, the details of which are in
the process of being negotiated.
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The recent fire at our Toronto, Ontario facility and the delay in the recommencement of operations at
the Toronto facility as a result of the order from a director of the Ontario Ministry of the Environment
and Climate Change to cease operations pending the acceptance of a remediation plan could have a
material adverse effect on our business, financial condition and results of operations.
On April 6, 2017, there was a fire at our facility in Toronto, Ontario where two separate operations are
conducted: (i) wrecking, salvaging and processing vehicles and recycling the auto parts, and (ii) selling
auto parts to the public (the “self-service operation”). The fire destroyed all of the buildings on the
property, although the used vehicles stored on the property were, for the most part, undamaged.
Firefighters used water to extinguish the fire, reportedly (per the provincial officer’s order discussed
below) resulting in water seeping into the ground and surface water runoff onto the adjacent property. An
emergency response team was retained to contain the water to keep it from flowing into the ground and a
nearby creek. Since then, water and ash resulting from the fire were successfully contained on the
premises, the ash has been hauled away, and the water will be removed once we complete testing for
contaminants and determine the appropriate means of disposal. We also contracted with a restoration
company to oversee the setup of both temporary and permanent structures so that we can recommence
operations. We and/or our landlord maintain insurance for property damage and business interruption
losses; however, coverage is subject to deductibles, limits and certain exclusions and may not be
sufficient to cover all of the losses incurred.
On April 10, 2017, while we were engaged in clean-up operations, a provincial officer of the Ontario
Ministry of the Environment and Climate Change entered the premises and ordered us to cease the
acceptance of new vehicles and all vehicle processing on the property until such time that the officer had
accepted a plan to recommence operations in an environmentally safe manner. The order did not affect
the self-service operation for vehicles already processed and on the premises. However, if we are unable
to accept and process additional vehicles, once the inventory of vehicles on the premises at the time of the
fire is sold, we will be unable to replace it with new inventory until such time as we are able to resume
full operations. We filed a request for a review and stay of the provincial officer’s order (the “order”),
which was denied in a ruling on April 27, 2017 by a Director of the Ontario Ministry of the Environment
and Climate Change (the “Director’s ruling”). The Director’s ruling further provided that the Director
believed that the site in its current condition had evidence of contamination, but that the Director also
believed that actions could be taken to ensure that the site could be operated in an environmentally safe
manner. The Director indicated that this was particularly true with respect to the receiving and processing
of end-of-life vehicles, and the Director’s ruling requested that the plan specifically address such end-oflife vehicle operations. The Director’s ruling did not address the self-service operation, other than to note
the Director’s understanding that it would not be operated until the debris from the fire was cleaned up
and the ash and firewater completely managed.
We have requested a hearing before the Environmental Review Tribunal with respect to the Director’s
ruling on the basis, among others, that there was no evidence that the fire and its extinguishment or the
resumption of our processing operations in accordance with our prior practices would cause us to be out
of compliance with any environmental law or create the opportunity for contamination of the
environment. After requesting a hearing, we began negotiations with the Ontario Ministry of the
Environment and Climate Change regarding implementing a plan under which operations may
recommence. On November 7, 2017, the Director notified us that operations could recommence in
accordance with the plan agreed upon by the parties. Since our leasing of this facility in 2015, our
operations prior to the fire had never been cited for any non-compliance with applicable environmental
laws, although certain storm water issues that arose prior to our leasing of the site remain unresolved. For
additional information on these storm water issues, see the Risk Factor immediately above entitled, “One
of the facilities that we lease is the subject of environmental claims.”
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We believe that the Director’s ruling is premature and therefore without merit, as we intend to comply
with applicable environmental laws and rules in the rebuilding of the facility and future operations;
however, we may be unable to successfully appeal the order. The potential delay and uncertain timing as
to our recommencement of operations at the facility necessitated by the requirement to obtain prior
approval of a plan to do so, the possibility that the Director may impose costly remediation measures
upon us or may never approve a plan, and the possible incurrence of uninsured losses could have a
material adverse effect on our business, financial condition and results of operations.
The City of Toronto has made a preliminary determination that our Toronto facility was operating
without necessary permits, so absent the ability to prove a legal non-conforming use of the site or a
rezoning of the site it will not be able to reopen.
The landlord for our Toronto Facility has applied to the Toronto Department of Building (the “Building
Department”) for a permit to rebuild the buildings that were destroyed in the fire (the “Building Permit”).
After the landlord submitted its application for the Building Permit, the Building Department raised
questions regarding whether the business being conducted on the premises was a legal nonconforming
use. The Building Department also raised questions as to whether the buildings that were on the premises
immediately prior to the April 2017 fire had been properly permitted when they were built to replace
buildings that were destroyed in a fire occurring in 2014, prior our acquisition of the business located at
the Toronto Facility. The landlord has provided the Building Department with evidence that the business
had been operating in conformance with a legal nonconforming use approved at the time the business
opened at that location in the 1960s. However, the Building Department is still reviewing the issue. In
the event that the Building Department finds that either (i) the business has not been conducted in
accordance with a legal non-conforming use, or (ii) the buildings constructed on the premises after the
2014 fire were not properly permitted, the Building Department may deny the Building Permit. If this
occurs, and we are unable to obtain a court ruling in our favor, the Toronto Facility will not reopen.
We and certain of our officers have been named as defendants in a securities class action lawsuit and
certain of our officers and our directors have been named as defendants in a stockholder derivative
lawsuit that could divert management’s time and attention from our business and have a negative
effect on our results of operations.
In January 2017, a class action lawsuit entitled Beezley v. Fenix Parts, Inc. et al, was filed in the United
States District Court for the District of New Jersey against us, Kent Robertson, our President and Chief
Executive Officer, and Scott Pettit, our Chief Financial Officer. The lawsuit was filed on behalf of
purchasers of our shares from May 14, 2015 through October 12, 2016. The complaint alleges violations
of the federal securities laws. For additional information with regard to allegations in the complaint, see
Note 12 to the Consolidated Financial Statements in the 2016 Annual Report on Form 10-K. The
plaintiffs seek class certification, an award of unspecified damages, an award of reasonable costs and
expenses, including attorneys’ fees and expert fees, and other further relief as the Court may deem just
and proper.
In July 2017, a stockholder derivative lawsuit, entitled Melanie Weiss, derivatively on behalf of Fenix
Parts, Inc. v. Kent Robertson, et al, and Fenix Parts, Inc., was filed in the Circuit Court of Cook County,
Illinois, Chancery Division, against Messrs. Robertson and Pettit and the members of the Company
Board. The complaint alleges, among other things, breach of fiduciary duty, unjust enrichment, waste of
corporate assets and gross mismanagement. For additional information with regard to allegations in the
complaint, see Note 12 to the Consolidated Financial Statements in the 2016 Annual Report on Form 10K. The plaintiff seeks relief which includes unspecified damages and restitution from the individual
defendants, an order requiring actions to be taken to improve corporate governance and internal
procedures, an award of reasonable costs and expenses, including attorneys’ fees and expert fees, and
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other further relief as the Court may deem just and proper. On August 28, 2017, the Weiss lawsuit was
voluntarily withdrawn by the plaintiff without prejudice.
In the case of both the Beezley and Weiss lawsuits, we believe that the allegations contained in the
complaints are without merit and, in conjunction with our insurance carrier, intend to vigorously defend
against all claims asserted therein. Nonetheless, the lawsuits may result in costly and protracted litigation,
which may require a significant commitment of our resources and time. The ultimate outcome of any
litigation is uncertain and the outcome of these matters, whether favorable or unfavorable, could have a
negative impact on our financial condition or results of operations due to defense costs, diversion of
management resources and other factors.
We have assumed uncertain tax positions as part of the acquisitions of the Subsidiaries.
We assumed the uncertain tax positions of certain acquired Subsidiaries and have recorded reserves for
these positions, including related interest and penalties, of approximately $2.2 million as of December 31,
2017. If the settlement of any unrecognized tax reserves is different than that accrued, it would impact our
effective tax rate. Under certain conditions, payments made by us, including interest and penalties, for
assumed uncertain tax positions are indemnified by the previous owners of the Subsidiaries for a period of
three years from the dates of acquisition and we have an indemnification receivable of $2.0 million
recorded in the accompanying consolidated balance sheet as of December 31, 2017 included in this
Annex D. If a reserved uncertain tax position results in an actual liability and we are unable to collect on
or enforce the related indemnification provision or if the actual liability occurs after the applicable threeyear indemnity period has expired, there could be a material charge to our consolidated financial results
and reduction of cash resources.
Our internal controls over financial reporting, and, as a result, our disclosure controls and procedures,
have been determined to not be effective, and we may not succeed in establishing and maintaining
effective internal controls over financial reporting, which may adversely affect investor confidence in
our Company and, as a result, the value of our common stock.
We have evaluated the effectiveness of our internal controls over financial reporting and our disclosure
controls and procedures as of December 31, 2016, the end of the period covered by this Annex D. Based
on that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our internal
controls over financial reporting was not effective, and as a result our disclosure controls and procedures
were not effective, because of material weaknesses attributable to (A) our lack during 2016 of (i)
accounting personnel with an appropriate level of accounting knowledge, experience, and training
commensurate with our complex accounting issues and financial reporting requirements, (ii) adequate
procedures to prepare, document and review areas of significant judgments and accounting estimates,
including purchase accounting, contingent consideration, potential goodwill impairment and inventory
valuation, (iii) timely and systematic review by management of account reconciliations, journal entries
and other analyses to appropriately document and support the recording of financial information, (iv)
thorough review of significant contracts for key accounting ramifications, (v) documentation retention to
support the amounts reported and (vi) segregation of duties over journal entries as well as (B) undue
reliance on the findings and conclusions of third-party specialists without an appropriate level of internal
review, and (C) inadequate Information Technology General Controls, including limited segregation of
duties and access rights controls over information systems at Subsidiaries without compensating
corporate procedures and controls. Certain of these weaknesses were previously described in our Annual
Report on Form 10-K for the year ended December 31, 2015 filed on April 14, 2016. Our efforts to
remediate these material weaknesses are still in progress and may require substantial resources at
significant cost over an extended period of time to complete. More generally, ensuring that we have
adequate internal financial, accounting and disclosure controls in place requires a costly and timeD-25

consuming effort that needs to be re-evaluated frequently. We have not evaluated the effectiveness of our
internal controls over financial reporting as of December 31, 2017. However, given the lack of progress
on remediating material weaknesses in our internal controls over financial reporting during the year ended
December 31, 2017, we have no reason to believe that our internal controls over financial reporting was
effective as of December 31, 2017. If we fail to establish and maintain effective internal controls over
financial reporting and disclosure controls and procedures, our actual and/or perceived ability to timely
and accurately report on our financial results on a timely basis and meet our SEC reporting obligations
could continue to be adversely affected. That could result in additional loss of confidence in our
Company, and the price of our common stock could further decline.
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