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Item 2.02 RESULTS OF OPERATIONS AND FINANCIAL CONDITION.
 

On August 30, 2016, G-III Apparel Group, Ltd. (the “Company”) announced its results of operations for the second fiscal quarter ended July 31, 2016. A
copy of the press release issued by the Company relating thereto is furnished herewith as Exhibit 99.1.

 
Item 7.01 REGULATION FD DISCLOSURE.
 

A copy of a slide presentation to investors is incorporated herein by reference and furnished herewith as Exhibit 99.2.
 
The information under Item 7.01 in this Current Report on Form 8-K, including the Exhibit 99.2, is being furnished and shall not be deemed “filed” for
the purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that Section. The information
under Item 7.01 in this Current Report on Form 8-K will not be incorporated by reference into any registration statement or other document filed by the
Company under the Securities Act of 1933, as amended, unless specifically identified therein as being incorporated by reference. The furnishing of the
information under Item 7.01 in this Current Report on Form 8-K is not intended to, and does not, constitute a determination by the Company that the
information under Item 7.01 in this Current Report on Form 8-K is complete or that investors should consider this information before making an
investment decision with respect to any security of the Company.
 

 



 

 
Item 9.01 Financial Statements and Exhibits.

 
(a) Financial Statements of Businesses Acquired.
 

None.
 
(b) Pro Forma Financial Information.
 

None.
 
(c) Shell Company Transactions
 

None.
 
(d) Exhibits.

 
99.1 Press release of G-III Apparel Group, Ltd. issued on August 30, 2016 relating to its second quarter fiscal 2017 results.
 
99.2 Presentation entitled "G-III Apparel Group Ltd., to Acquire Donna Karan International, Inc." dated August 2016.
 

Limitation on Incorporation by Reference
 

In accordance with General Instruction B.2 of Form 8-K, the information reported under Item 2.02 shall not be deemed "filed" for purposes of Section
18 of the Securities Exchange Act of 1934, nor shall it be deemed incorporated by reference in any filing under the Securities Act of 1933 or the
Securities Exchange Act of 1934, except as shall be expressly set forth by specific reference in such a filing.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned hereunto duly authorized.
 

 G-III APPAREL GROUP, LTD.
   
Date: August 30, 2016   
   
 By: /s/   Neal S. Nackman
 Name: Neal S. Nackman
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Exhibit 99.1

 
G-III APPAREL GROUP, LTD.

 
 For:     G-III Apparel Group, Ltd.
 Contact: Investor Relations
 James Palczynski
 (203) 682-8229
 Neal S. Nackman, Chief Financial Officer
 G-III Apparel Group, Ltd.
 (212) 403-0500

 
G-III APPAREL GROUP, LTD. ANNOUNCES SECOND QUARTER FISCAL 2017 RESULTS

 
—Strength in Non-Outerwear Offset by Reduced Outerwear Deliveries—

—Updates Guidance to Reflect Second Quarter Results and Second Half Visibility—
 

New York, New York – August 30, 2016 — G-III Apparel Group, Ltd. (NasdaqGS: GIII) today announced operating results for the second quarter of
fiscal 2017 that ended July 31, 2016.

 
For the quarter ended July 31, 2016, G-III reported that net sales decreased 7% to $442.3 million from $473.9 million in the year-ago period. The

Company reported a net loss for the second quarter of ($1.3) million, or ($0.03) per share, compared to net income of $12.5 million, or $0.27 per diluted share,
in the prior year’s comparable period. The Company’s results for the second quarter included professional fees of approximately $3.0 million, equal to
approximately $0.04 per share, net of taxes, in connection with its pending acquisition of Donna Karan.

 
Morris Goldfarb, G-III’s Chairman, Chief Executive Officer and President, said, “We sustained momentum in our wholesale businesses with

consistent well designed high quality product that our customers responded to. We believe our wholesale outerwear opportunity is intact for the full year
despite a reduction by retailers in early season orders as they shifted their focus toward a greater degree of in season replenishment and reorder business. We
believe that the risk of continued softness in the retail outlet environment has somewhat abated as we have now liquidated inventory from last year’s holiday
season and are currently adding some great new fall products to our store inventory. Lastly, we believe forecasted cool weather trends should be in our favor
this fall and holiday season compared to last year and should provide the impetus for improved sales for Wilsons and Bass in the second half.”

 
Mr. Goldfarb concluded, “We expect to generate stronger operating margins in the back half of the year as we begin to realize improved sales and

gross margins in both our retail outlet and wholesale businesses, as well as better leverage on expenses in our wholesale outerwear and newly
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launched and expanded Tommy Hilfiger and Karl Lagerfeld lines. The fundamentals of our wholesale apparel and accessories business remain excellent. This
is significant as it aligns with the substantial growth opportunities we have with Calvin Klein, Tommy Hilfiger and Karl Lagerfeld. It is also consistent with
our planned strategy for the acquisition of Donna Karan which will be to develop and build categories of Donna Karan women’s apparel and accessories
throughout the world. We believe that this set of opportunities supports an eventual doubling of our annual revenues to roughly $5 billion in five years.
Today, we have submitted with our Form 8-K that includes this press release, an investor presentation outlining our strategy and preliminary sales and
operating income targets for Donna Karan for the next three years. While we have revised our short-term expectations to reflect external challenges in
outerwear and in the outlet center environment, we are as confident as ever in our ability to grow revenues and increase our profitability over the next few
years.”
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Outlook
 

The Company today revised its prior guidance for the full fiscal year ending January 31, 2017. The Company is now forecasting net sales of
approximately $2.48 billion and net income between $102 million and $106 million, or a range between $2.16 and $2.26 per diluted share, compared to its
previous guidance of net sales of approximately $2.56 billion and net income between $120 million and $125 million, or a range between $2.55 and $2.65
per diluted share. For the fiscal 2016 year ended January 31, 2016, net sales were $2.34 billion and net income was $114.3 million, or $2.46 per diluted share.

 
The current year’s fiscal 2017 forecast includes professional fees of approximately $3.0 million, equal to approximately $0.04 per share, net of taxes,

in connection with its pending acquisition of Donna Karan, but does not reflect the significant additional expenses related to this acquisition that the
Company expects to incur in the second half of the fiscal year or the impact of the issuance of new G-III common stock to the seller.

 
On an adjusted basis, the Company is now forecasting non-GAAP net income per diluted share for fiscal 2017 between $2.20 and $2.30 per diluted

share as compared to $2.44 per diluted share in fiscal 2016. Non-GAAP net income diluted per share for fiscal 2017 excludes the effect of the expenses
incurred in the second quarter of fiscal 2017 in connection with the pending acquisition of Donna Karan, and does not reflect the significant additional
expenses that the Company expects to incur in the second half of fiscal 2017 in connection with this acquisition or the impact of the issuance of new G-III
common stock to the seller.

 
The Company is now projecting adjusted EBITDA for fiscal 2017 to decrease from the prior year between 2% and 5% to between approximately

$199 million and $206 million. This compares to its previous guidance of adjusted EBITDA between approximately $228 million and $236 million.
Adjusted EBITDA for fiscal 2016 was $210.1 million. Adjusted EBITDA for fiscal 2017 does not reflect the significant additional expenses related to this
acquisition of Donna Karan that the Company expects to incur in the second half of the fiscal year.

 
For its third fiscal quarter ending October 31, 2016, the Company is forecasting net sales of approximately $940 million compared to $910 million

in the comparable quarter last year. The Company is also forecasting net income for the third fiscal quarter between $70 million and $76 million, or between
$1.50 and $1.60 per diluted share, compared to net income of $87.2 million, or $1.87 per diluted share, in last year's third quarter. The third quarter forecast
does not reflect any additional expenses related to the pending acquisition that may be incurred in the third quarter of the fiscal year.
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On an adjusted basis, excluding items resulting in other income in the third fiscal quarter ended October 31, 2015 of $0.02 per share, net of taxes,

non-GAAP net income per diluted share was $1.85 in the third fiscal quarter ended October 31, 2015.
 

Non-GAAP Financial Measures
 

Reconciliations of GAAP net income per share to non-GAAP net income per share and of GAAP net income to adjusted EBITDA are presented in
tables accompanying the condensed financial statements included in this release and provide useful information to evaluate the Company’s operational
performance. Non-GAAP net income per share and adjusted EBITDA should be evaluated in light of the Company’s financial results prepared in accordance
with GAAP.
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About G-III Apparel Group, Ltd.
 
G-III is a leading manufacturer and distributor of apparel and accessories under licensed brands, owned brands and private label brands. G-III’s owned brands
include Vilebrequin, Andrew Marc, Marc New York, Bass, G.H. Bass, Weejuns, G-III Sports by Carl Banks, Eliza J, Black Rivet and Jessica Howard. G-III has
also entered into an agreement to acquire the Donna Karan brand, including DKNY. G-III has fashion licenses under the Calvin Klein, Tommy Hilfiger, Karl
Lagerfeld, Kenneth Cole, Cole Haan, Guess?, Jones New York, Jessica Simpson, Vince Camuto, Ivanka Trump, Ellen Tracy, Kensie, Levi's and Dockers
brands. Through our team sports business, G-III has licenses with the National Football League, National Basketball Association, Major League Baseball,
National Hockey League, Hands High, Touch by Alyssa Milano and more than 100 U.S. colleges and universities. G-III also operates retail stores under the
Wilsons Leather, Bass, G.H. Bass & Co., Vilebrequin and Calvin Klein Performance names.
 
Statements concerning G-III's business outlook or future economic performance, anticipated revenues, expenses or other financial items; product
introductions and plans and objectives related thereto; and statements concerning assumptions made or expectations as to any future events, conditions,
performance or other matters are "forward-looking statements" as that term is defined under the Federal Securities laws. Forward-looking statements are
subject to risks, uncertainties and factors which include, but are not limited to, reliance on licensed product, reliance on foreign manufacturers, risks of
doing business abroad, the current economic and credit environment, the nature of the apparel industry, including changing customer demand and tastes,
customer concentration, seasonality, risks of operating a retail business, customer acceptance of new products, the impact of competitive products and
pricing, dependence on existing management, possible disruption from acquisitions, risks relating to G-III’s proposed acquisition of Donna Karan
International Inc. and general economic conditions, as well as other risks detailed in G-III's filings with the Securities and Exchange Commission. G-III
assumes no obligation to update the information in this release.
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G-III APPAREL GROUP, LTD. AND SUBSIDIARIES

 
(NASDAQGS: GIII)

CONSOLIDATED STATEMENTS OF INCOME AND
SELECTED BALANCE SHEET DATA

(In thousands, except per share amounts)
 

  
Three Months Ended 

July 31,   
Six Months Ended 

July 31,  
  2016   2015   2016   2015  
             
Net sales  $ 442,267  $ 473,884  $ 899,670  $ 906,849 
                 
Cost of sales   286,624   305,544   578,358   584,082 
                 
Gross profit   155,643   168,340   321,312   322,767 
                 
Selling, general and administrative expenses   153,168   141,483   306,273   278,516 
                 
Depreciation and amortization   7,672   5,914   14,865   11,601 
                 
Operating profit (loss)   (5,197)   20,943   174   32,650 
                 
Equity gain in investment   347   —   617   — 
                 
Interest and financing charges, net   (1,055)   (1,177)   (2,298)   (2,153)
                 
Income (loss) before taxes   (5,905)   19,766   (1,507)   30,497 
                 
Income tax expense (benefit)   (4,612)   7,313   (2,985)   11,284 
                 
Net income (loss)  $ (1,293)  $ 12,453  $ 1,478  $ 19,213 
                 
Net income (loss) per common share:                 

Basic  $ (0.03)  $ 0.28  $ 0.03  $ 0.43 
Diluted  $ (0.03)  $ 0.27  $ 0.03  $ 0.42 

Weighted average shares outstanding:                 
Basic   45,667   45,073   45,601   45,020 
Diluted   45,667   46,362   46,697   46,289 

 
Selected Balance Sheet Data (in thousands):  At July 31,  
  2016   2015  

Cash  $ 44,950  $ 18,810 
Working Capital   634,582   558,152 
Inventory   569,996   605,214 
Total Assets   1,259,520   1,189,479 
Short-term Revolving Debt   —   5,503 
Total Stockholders' Equity   900,105   785,175 
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G-III APPAREL GROUP, LTD. AND SUBSIDIARIES

RECONCILIATION OF FORECASTED AND ACTUAL GAAP NET INCOME PER SHARE TO
FORECASTED AND ACTUAL NON-GAAP NET INCOME PER SHARE

(Unaudited)
 

  

Forecasted
Three Months

Ending October
31, 2016  

Actual
Three Months

Ending October
31, 2015   

Forecasted
Twelve Months
Ending January

31, 2017  

Actual
Twelve Months
Ended January

31, 2016  
           
GAAP diluted net income per common share  $1.50 - $1.60  $ 1.87  $2.16 - $2.26  $ 2.46 
             
Excluded from non-GAAP:             
Expenses associated with pending Donna Karan International acquisition,
net of taxes  —   —  0.04   — 
Other income, net of taxes  —   (0.02)  —   (0.02)
             
Non-GAAP diluted net income per common share  $1.50 - $1.60  $ 1.85  $2.20 - $2.30  $ 2.44 
 
Non-GAAP diluted net income per share is a “non-GAAP financial measure” that excludes (i) expenses incurred in connection with the pending acquisition
of Donna Karan International in the second quarter of fiscal 2017 and (ii) other income in fiscal 2016 which consisted of the reduction of the estimated
contingent consideration payable in connection with the acquisition of Vilebrequin. Management believes that this non-GAAP financial measure provides
meaningful supplemental information regarding our performance by excluding acquisition expenses and other income that is not indicative of our core
business operating results. Management uses this non-GAAP financial measure to assess our performance on a comparative basis and believes that it is also
useful to investors to enable them to assess our performance on a comparative basis across historical periods and facilitate comparisons of our operating
results to those of our competitors. The presentation of this financial information is not intended to be considered in isolation or as a substitute for, or
superior to, the financial information prepared and presented in accordance with GAAP. GAAP diluted net income per share does not include significant
additional expenses that will be incurred in connection with the pending acquisition of Donna Karan International in the third and fourth quarter of fiscal
2017 or the impact of the issuance of new G-III common stock to the seller.
 

 7  



 

 
G-III APPAREL GROUP, LTD. AND SUBSIDIARIES

RECONCILIATION OF FORECASTED AND ACTUAL NET INCOME TO FORECASTED AND ACTUAL ADJUSTED EBITDA
(In thousands)
(Unaudited)

 

  

Forecasted Twelve 
Months Ending 

January 31, 2017  

Actual 
Twelve Months Ended 

January 31, 2016  
      
Net income  $102,000 – $106,000 $ 114,333 
Expenses associated with pending Donna Karan International acquisition  3,000   — 
       
Other (income)  —   (1,068)
       
Depreciation and amortization  31,700   25,392 
       
Interest and financing charges, net  7,300   6,691 
       
Income tax expense  55,000 – 58,000   64,800 
       
Adjusted EBITDA, as defined  $199,000 – $206,000 $ 210,148 
 
Adjusted EBITDA is a “non-GAAP financial measure” which represents earnings before depreciation and amortization, interest and financing charges, net,
and income tax expense and excludes (i) expenses incurred in connection with the acquisition of Donna Karan International in the second quarter of fiscal
2017 and (ii) other income in fiscal 2016 which consisted of the reduction of the estimated contingent consideration payable in connection with the
acquisition of Vilebrequin. Adjusted EBITDA is being presented as a supplemental disclosure because management believes that it is a common measure of
operating performance in the apparel industry. Adjusted EBITDA should not be construed as an alternative to net income as an indicator of the Company’s
operating performance, or as an alternative to cash flows from operating activities as a measure of the Company’s liquidity, as determined in accordance with
generally accepted accounting principles. Net income above does not include significant additional expenses that will be incurred in connection with the
pending acquisition of Donna Karan International in the third and fourth quarter of fiscal 2017.
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E lim in atin g  u n p ro fitab le sto res · L im itin g  ch an n els o f d istrib u tio n  b y  sig n ifican tly  red u cin g  sales to  o ff p rice an d  clu b  acco u n ts 4

 



 

6 3  1 0 6  1 3 3  2 4 0  2 2 4  2 1 0  2 3 4  1 8 2  1 3 4  2 1 6  1 8 4  1 7 0  1 4 0  1 3 6  1 3 6  2 3 2  2 3 2  2 3 2  1 1 5  7 6  8 2  A d d itio n  o f D K I en ab les m ean in g fu l ex p an sio n  o f w h o lesale categ o ry  · S ig n ifican t g ro w th  o p p o rtu n ity  in  N o rth  A m erica an d  aro u n d  th e w o rld  · P lay s to  o p eratin g  stren g th s o f d esig n , so u rcin g  an d  d istrib u tio n  D K N Y  alo n e h as th e p o ten tial to  b e a b illio n  d o llar b ran d , in  ad d itio n  to  th e relau n ch  o f D o n n a K aran  C o llectio n , D K N Y  Jean s an d  asso ciated  licen sin g  rev en u es S ig n ifican t G ro w th  O p p o rtu n ity  A cro ss C h an n els an d  Mark ets D K I ad d s scale, d iv ersificatio n  an d  in crem en tal g ro w th  · M ean in g fu l sales g ro w th  ex p ected  acro ss categ o ries, in clu d in g  S p o rtsw ear, Jean s an d  F o o tw ear · A b ility  to  cap italize o n  sig n ifican t, u n tap p ed  g lo b al licen sin g  p o ten tial in  sev eral Men ’s categ o ries, as w ell as H o m e an d  Jew elry  S tren g th en s o n lin e retail ch an n els an d  b rick  - an d  - m o rtar sto res w ith  clear o p p o rtu n ities to : · F o cu s an d  en h an ce th e D o n n a K aran  an d  D K N Y  w eb sites · P ru d en tly  ex p an d  retail sto res o v er th e lo n g  - term , in clu d in g  th ro u g h  co n v ersio n  o f sto res w ith in  th e ex istin g  retail b ase · C ap italize o n  in d u stry  relatio n sh ip s to  en su re p rem iu m  p ro d u ct p lacem en ts in  sto res n atio n w id e B u ild  u p o n  ex istin g  G  - III so u rcin g  an d  su p p ly  ch ain  o rg an izatio n s to  effectiv ely  b u ild  n ew  categ o ries B est - in  - class relatio n sh ip s w ith  ex istin g  m an u factu rin g  p artn ers w ill en su re b est p rices, q u ality  an d  d eliv ery  5

 



 

6 3  1 0 6  1 3 3  2 4 0  2 2 4  2 1 0  2 3 4  1 8 2  1 3 4  2 1 6  1 8 4  1 7 0  1 4 0  1 3 6  1 3 6  2 3 2  2 3 2  2 3 2  1 1 5  7 6  8 2  D K I E n h an ces an d  C o m p lem en ts o u r G lo b al B ran d  P o rtfo lio  · G reat fit alo n g  - sid e G  - III’s o th er p o w erfu l b ran d s: · C alv in  K lein : Mo d ern  A m erican  m in im alist ($ 1 .5  b illio n  an n u al sales p o ten tial ) · T o m m y  H ilfig er: A m erican  classic ($ 1 +  b illio n  an n u al sales p o ten tial) · K arl L ag erfeld : P arisian  ch ic ($ 5 0 0  m illio n  an n u al sales p o ten tial ) · D o n n a K aran : A sp iratio n al lu x u ry  · D K N Y : C ity  eleg an t ($ 1  b illio n  an n u al sales p o ten tial) · V ileb req u in : S tatu s reso rt ($ 2 5 0  m illio n  an n u al sales p o ten tial ) · B rin g s in creased  scale, ch an n el d iv ersificatio n , an d  in crem en tal g ro w th  to  G  - III · F u rth er d iv ersifies G  - III’s sales d istrib u tio n  b y  b ro ad en in g  n o n  - licen sed  sales G  - III is co m m itted  to  b u ild in g  all o f its b ran d s an d  h as a p ro v en  track  reco rd  o f d o in g  so  6

 



 

6 3  1 0 6  1 3 3  2 4 0  2 2 4  2 1 0  2 3 4  1 8 2  1 3 4  2 1 6  1 8 4  1 7 0  1 4 0  1 3 6  1 3 6  2 3 2  2 3 2  2 3 2  1 1 5  7 6  8 2  D em o n strated  T rack  R eco rd  o f A cq u irin g , Man ag in g  an d  In teg ratin g  B u sin esses A d d in g  n ew  categ o ries an d  b ran d s to  d iv ersify  G  - III’s p o rtfo lio  is at th e h eart o f its g ro w th  strateg y  G  - III h as g ro w n  fro m  $ 1 .4  b illio n  to  $ 2 .5  b illio n  in  g lo b al sales o v er th e p ast 5  y ears an d  D K I w ill b e a sig n ifican t d riv er o f fu tu re g ro w th  P rio r actio n s at D K I h av e rep o sitio n ed  th e b ran d  fo r fu tu re g ro w th  , creatin g  stro n g er fo u n d atio n  fro m  w h ich  to  g ro w  an d  ex p an d  m arg in s · P o o r p erfo rm in g  sto res clo sed  an d  d istrib u tio n  to  o ff - p rice an d  clu b  ch an n els sig n ifican tly  red u ced  · L V MH  u n d erto o k  a sig n ifican t restru ctu rin g  in  2 0 1 5  / 2 0 1 6  an d  in cu rred  related  co sts S tro n g  track  reco rd  o f d ev elo p in g  n ew  g ro w th  o p p o rtu n ities in  w ell - reco g n ized  b ran d s · B u ilt C alv in  K lein  Wo m en ’s to  a $ 1  b illio n  b u sin ess · S u ccessfu lly  lau n ch ed  K arl L ag erfeld  an d  in tro d u ced  T o m m y  H ilfig er w o m en ’s p ro d u ct in  th e U .S . · R ecen tly  ex p an d ed  licen se fo r T o m m y  H ilfig er in clu d es w o m en ’s sp o rtsw ear, su it sep arates, p erfo rm an ce an d  d en im  in  th e U .S . an d  C an ad a D em o n strated  ab ility  to  g ro w  an d  d iv ersify  b u sin esses acro ss categ o ries · Wh o lesale b u sin ess co n tin u es to  p erfo rm  w ell · S tro n g  in frastru ctu re fo r ap p arel, h an d b ag s an d  sh o es · L au n ch ed  eco m m erce in itiativ e acro ss m u ltip le b ran d s 7

 



 

6 3  1 0 6  1 3 3  2 4 0  2 2 4  2 1 0  2 3 4  1 8 2  1 3 4  2 1 6  1 8 4  1 7 0  1 4 0  1 3 6  1 3 6  2 3 2  2 3 2  2 3 2  1 1 5  7 6  8 2  2 0 0 5  2 0 0 8  2 0 0 7  2 0 1 5  2 0 1 2  2 0 1 4  2 0 1 6  Jo in t V en tu re E ig h t acq u isitio n s, an d  o n e jo in t v en tu re, o v er th e last elev en  y ears –  su ccessfu l in  b ro ad en in g  v ia p ro d u ct o fferin g s, g eo g rap h ic reach  an d  ch an n el d iv ersificatio n  A cq u ired  b o th  b ran d s in  May  2 0 0 7  A cq u ired  in  F eb ru ary  2 0 0 8  A cq u ired  in  Ju ly  2 0 0 8  A cq u ired  in  A u g u st 2 0 1 2  A cq u ired  in  N o v em b er 2 0 1 3  A n n o u n ced  acq u isitio n  in  Ju ly  2 0 1 6  E n tered  in to  a jo in t v en tu re; acq u ired  4 9 %  o w n ersh ip  in  th e N o rth  A m erican  JV  fo r co n su m er p ro d u cts an d  ap p arel E x p an d ed  p artn ersh ip  th ro u g h  th e acq u isitio n  o f a ~ 1 9 %  m in o rity  in terest in  th e p aren t en tity  A cq u ired  L icen ses: O v er a D ecad e o f S u ccessfu l B ran d  In teg ratio n  8

 



 

6 3  1 0 6  1 3 3  2 4 0  2 2 4  2 1 0  2 3 4  1 8 2  1 3 4  2 1 6  1 8 4  1 7 0  1 4 0  1 3 6  1 3 6  2 3 2  2 3 2  2 3 2  1 1 5  7 6  8 2  ($ 1 0 ) $ 5 5  $ 1 0 5  2 0 1 7 E  2 0 1 8 E  2 0 1 9 E  ($  in  m illio n s) (3 %  ) 1 0 %  1 4 %  %  Marg in  P relim in ary  D K I F in an cial T arg ets $ 3 2 5  $ 5 5 0  $ 7 5 0  2 0 1 7 E  2 0 1 8 E  2 0 1 9 E  ($  in  m illio n s) T o tal R ev en u es (1 ) (2 ) O p eratin g  In co m e (1 ) _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  N o te: A ssu m es F eb ru ary  1 , 2 0 1 7  tran sactio n  clo se. 1 . R eflects fiscal y ear en d in g  Jan u ary  3 1  o f th e fo llo w in g  y ear. 2 . In clu d es ro y alty  rev en u es. G  - III h as d ev elo p ed  fin an cial targ ets fo r D K I b ased  o n  ex ten siv e d u e d ilig en ce an d  a b o tto m s - u p  ap p ro ach  to  th e D K I o p eratin g  m o d el 8  %  6 9 %  3 6 %  %  G ro w th  9

 



 

C o n d u cted  S ig n ifican t D u e D ilig en ce · S tated  in terest in  acq u irin g  a U .S . w o m en ’s b ran d  th at fit in to  G  - III m o d el · E n g ag ed  B arclay s, S im p so n  T h ach er an d  N o rto n  R o se to  en su re a th o ro u g h  d u e d ilig en ce p ro cess · C o n d u cted  n u m ero u s co m m ercial, b u sin ess, fin an cial, tax  an d  leg al d ilig en ce m eetin g s w ith  b o th  L V MH  an d  D K I m an ag em en t · H ig h  lev el o f co n fid en ce in  d u e d ilig en ce p ro cess · B arclay s p ro v id ed  a fairn ess o p in io n  · R etailer accep tan ce h ig h ly  an ticip ated  1 0

6 3  1 0 6  1 3 3  2 4 0  2 2 4  2 1 0  2 3 4  1 8 2  1 3 4  2 1 6  1 8 4  1 7 0  1 4 0  1 3 6  1 3 6  2 3 2  2 3 2  2 3 2  1 1 5  7 6  8 2  C o n d u cted  S ig n ifican t D u e D ilig en ce · S tated  in terest in  acq u irin g  a U .S . w o m en ’s b ran d  th at fit in to  G  - III m o d el · E n g ag ed  B arclay s, S im p so n  T h ach er, E rn st &  Y o u n g  an d  N o rto n  R o se to  en su re a th o ro u g h  d u e d ilig en ce p ro cess · C o n d u cted  n u m ero u s co m m ercial, b u sin ess, fin an cial, tax  an d  leg al d ilig en ce m eetin g s w ith  b o th  L V MH  an d  D K I m an ag em en t · H ig h  lev el o f co n fid en ce in  d u e d ilig en ce p ro cess · B arclay s p ro v id ed  a fairn ess o p in io n ; E & Y  p ro v id ed  q u ality  o f earn in g s rep o rt · R etailer accep tan ce h ig h ly  an ticip ated  1 0

 



 

6 3  1 0 6  1 3 3  2 4 0  2 2 4  2 1 0  2 3 4  1 8 2  1 3 4  2 1 6  1 8 4  1 7 0  1 4 0  1 3 6  1 3 6  2 3 2  2 3 2  2 3 2  1 1 5  7 6  8 2  F in an cially  C o m p ellin g  T ran sactio n  · G  - III b eliev es D K I sh o u ld  b e ev alu ated  b ased  o n  a fu tu re o p eratin g  in co m e m u ltip le b asis · 2 0 1 4  D K I sales w ere n early  d o u b le th e p ro jected  2 0 1 6  sales o f ~ $ 3 0 0  m illio n  · L o w er 2 0 1 6  sales reflects L V MH ’s d ecisio n  to  h alt D o n n a K aran , D K N Y  Jean s an d  D K N Y C , red u ce licen sin g  b u sin ess an d  sig n ifican tly  red u ce o ff p rice an d  clu b  sales · G  - III b eliev es v alu atio n  is fair an d  ap p ro p riate g iv en  b ran d  stren g th  an d  p o ten tial, ex p ected  d istrib u tio n  en h an cem en ts, p ro d u ct lau n ch es, an d  o p eratin g  im p ro v em en ts · C o n fid en t in  ab ility  to  ach iev e targ ets · D K I ex p ected  to  b e h ig h est m arg in  b u sin ess in  p o rtfo lio  · Marg in  en h an cem en ts ex p ected  to  co m e fro m  g ro w th  in  w h o lesale sales, o p tim izin g  ro y alty  rev en u es, so u rcin g  an d  a m o re h an d s o n  m an ag em en t ap p ro ach  ̀1 1

 



 

6 3  1 0 6  1 3 3  2 4 0  2 2 4  2 1 0  2 3 4  1 8 2  1 3 4  2 1 6  1 8 4  1 7 0  1 4 0  1 3 6  1 3 6  2 3 2  2 3 2  2 3 2  1 1 5  7 6  8 2  C o n clu sio n  · Ico n ic p o w er b ran d  w ith  d eep  h eritag e, g lo b al reco g n itio n  · S ig n ifican t g ro w th  p o ten tial lev erag in g  G  - III’s co re co m p eten cies, stro n g  track  reco rd  an d  in d u stry  rep u tatio n  · C o m p lem en tary  ad d itio n  to  G  - III’s p o rtfo lio  o f o w n ed  an d  licen sed  b ran d s · D em o n strated  in teg ratio n  cap ab ilities · A ttractiv e v alu atio n  b ased  o n  in trin sic v alu e o f b ran d  / b u sin ess an d  fo rw ard  o p eratin g  in co m e m u ltip le · L V MH ’s in v estm en t th ro u g h  $ 7 5  m illio n  o f G  - III co m m o n  sto ck  receiv ed  as p art o f th e p u rch ase p rice is a stro n g  in d icato r o f su p p o rt o f G  - III 1 2
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