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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
(mark one)
Quarterly Report Pursuant To Section 13 or 15(dhefSecurities Exchange Act of 1€
For the quarterly period ended March 31, 2013
O Transition Report Pursuant To Section 13 or 15{dhe Securities Exchange Act of 19

For the transition period from o _t

Commission file number 0-16075

SEQUENTIAL BRANDS GROUP, INC.
(Exact Name of Registrant as Specified in its Glrart

Delaware 86-044954¢
(State or other jurisdiction of incorporation (I.R.S. Employer Identification No
organization’

1065 Avenue of Americas, Suite 1705
New York, NY 10018
(Address of principal executive offices) (Zip Code)

(646) 564-2577
(Registrant’s telephone number, including area rode

Indicate by check mark whether the registrant @3 filed all reports required to be filed by Sewtit3 or 15(d) of the Securiti
Exchange Act of 1934 during the preceding 12 mofhdor such shorter period that the registrans weqjuired to file such reports), and
has been subject to such filing requirements fergst 90 days. Yésl No [

Indicate by check mark whether the registrant hasmitted electronically and posted on its corporéfeb site, if any, eve
Interactive Data File required to be submitted pasited pursuant to Rule 405 of Regulatioh §&232.405 of this chapter) during the prece
12 months (or for such shorter period that thestegit was required to submit and post such fie$[x] No [

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-aecelerated filer, or a smal
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “smallexporting company” in Rule 12B-of the
Exchange Act.

Large accelerated filer (I Accelerated filer [
Non-accelerated filer 0 (Do not check if smaller reporting compail Smaller reporting companyXl

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exge Act). Yed]l No

As of May 15, 2013, the registrant had 16,212,880 as of common stock, par value $.001 per shgseed and outstanding.
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Forward-Looking Statements

In addition to historical information, this quaiierreport on Form 10-Q (this “Quarterly Report”) ntains “forwardlooking
statementsiithin the meaning of the Private Securities Litiga Reform Act of 1995, Section 27A of the SedastAct, and Section 21E
the Exchange Act. Forward-looking statements maeapthroughout this Report, including without liation, the “Managemerst’Discussio
and Analysis” section. We use words such as “believintend,” “expect,” “anticipate,” “plan,” “may, “will,” “should,” “estimate,”
“potential,” “project” and similar expressions tentify forwardlooking statements. Such statements include, amtmgys, those concerni
our expected financial performance and strategicaperational plans, as well as all assumptionseetations, predictions, intentions or bel
about future events. You are cautioned that anfp smievardiooking statements are not guarantees of futurbpeance and that a numbel
risks and uncertainties could cause actual resultiffer materially from those anticipated in tfeward4ooking statements. Such risks .
uncertainties include, but are not limited to tis&s identified in our Annual Report on the FormK @or the year ended December 31, 2012.

Given the risks and uncertainties surrounding foddaoking statements, you should not place unduame& on these stateme
Many of these factors are beyond our ability totoarnor predict. Our forwardeoking statements speak only as of the date sf @uarterl
Report. Other than as required by law, we undertakebligation to update or revise forwdoibking statements, whether as a result of
information, future events, or otherwise.

Where You Can Find Other Information

Our website is www.sequentialbrands.com. Infornmationtained on our website is not part of this @arar Report. Information th.
we furnish or file with the SEC, including our amhueports on Form 10-K, quarterly reports on FA®rQ, current reports on Formk8and
any amendments to, or exhibits included in, thepents are available for download, free of chaogepur website soon after such reports
filed with or furnished to the SEC. Our SEC filingscluding exhibits filed therewith, are also dahle at the SEG website at www.sec.gc
You may obtain and copy any document we furnishilemwith the SEC at the SE€’public reference room at 100 F Street, NE, Ro&80;
Washington, D.C. 20549. You may obtain informata@nthe operation of the SEC’s public referencelifas by calling the SEC at 1-800-
SEC0330. You may request copies of these documents) ppyment of a duplicating fee, by writing to 8IEC at its principal office at 10C
Street, NE, Room 1580, Washington, D.C. 20549.




PART I - FINANCIAL INFORMATION
Item 1. Financial Statements

SEQUENTIAL BRANDS GROUP, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share amounts)

March 31, December 31
2013 2012
(Unaudited)
Assets
Current Assets
Cash $ 16,36 $ 2,62¢
Restricted cas 35 35
Accounts receivable, n 1,06( 47€
Prepaid expenses and other current a: 473 517
Current assets held for disposition from discorgthoperations of wholesale operations subsi 4,59( 0
Total current asse 22,52 3,65z
Property and equipment, r 124 0
Intangible assets, n 91,41: 4,29:
Goodwill 2,69t 42¢
Deferred financing costs, net and other as 2,131 59¢
Long-term assets held for disposition from disawntid operations of wholesale operations
subsidiary 14 4
Total assets $ 118,89¢ $ 8,97
Liabilities and Stockholde’ Equity (Deficit)
Current Liabilities:
Accounts payable and accrued expel $ 6,11¢ $ 3,72(
Deferred license revenue, current pori 55€ 42z
Long-term debt, current portic 8,00( 0]
Current liabilities held for disposition from distinued operations of wholesale operations
subsidiary 5,81( 957
Current liabilities held for disposition from distinued operations of retail subsidit 13 394
Total current liabilities 20,49 5,49:
Long-Term Liabilities:
Long-term debi 55,73: 3,50z
Deferred tax liability 4,792 0
Other lon¢-term liabilities 68t 3C
Long-term liabilities held for disposition from disntinued operations of wholesale operations
subsidiary 1,22¢ 0
Total long-term liabilities 62,43: 3,53:
Total liabilities 82,93( 9,02¢
Stockholder’ Equity (Deficit):
Preferred stock Series A, $0.001 par value, 19%shanthorized; 0 and 15 shares issued and
outstanding at March 31, 2013 and December 31, ,2@%pectively 0 0
Common stock, $0.001 par value, 150,000 sharesazgil; 16,208 and 2,876 shares issued ¢
outstanding at March 31, 2013 and December 31,,2@%pectively 16 3
Additional paic-in capital 72,27" 14,79(
Accumulated deficit (38,42 (16,916
Total stockholder equity (deficit) 33,86¢ (2,129
Noncontrolling interes 2,101 2,07¢
Total equity (deficit) 35,96¢ (48)
Total liabilities and stockholders’ equity (deficit $ 118,89¢ $ 8,971

See Notes to Condensed Consolidated Financialnstats.




SEQUENTIAL BRANDS GROUP, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPER ATIONS
(in thousands, except share and per share data)

Three Months Ended March 31,

2013 2012

Net revenue $ 1,62¢ $ 1,05t
Operating expenses 5,36¢ 95¢
(Loss) income from operatiol (3,736 96
Interest expense, net 11,615 144
Loss before income tax (15,359 (48)
Provision for income taxes 2,264 1C
Loss from continuing operatiol (17,617 (58)
Loss from discontinued operatiot

Loss from discontinued operations of wholesale®ss, net of ta (3,869 (21€)

Loss from discontinued operations of retail sulzsiginet of tax 0 (15%)
Loss from discontinued operations, net of tax (3,864 (377)
Net loss (21,48) (429
Net income attributable to noncontrolling inter (26) 0
Net loss attributable to common stockholc $ (21,50) $ (429)
Basic and diluted loss per sha

Continuing operation $ (243 $ (0.02)

Discontinued operations (0.5%) (0.1%)

Attributable to common stockholders $ (2.9 $ (0.19)
Basic and diluted weighted average common sharssamaling 7,268,35! 2,400,17.

See Notes to Condensed Consolidated Financialnstats.




Balance at January 1, 20

Issuance of common stock in connection with priygéeement offering, n
of offering costs

Issuance of common stock in connection with coriwarsf Debenture
Redemption of preferred stock in connection withvarsion of Debenture
Issuance of common stock in connection with actiais

Fair value of warrants issued in connection wittaficing

Fair value of warrants issued in connection withuasition

Fair value of warrants issued for servi

Issuance of common stock in connection with stquion exercise

Stock based compensati

Net income attributable to noncontrolling inter

Net loss attributable to common stockholc
Balance at March 31, 20:

See Notes to Condensed Consolidated Financialnstats.

SEQUENTIAL BRANDS GROUP, INC.
UNADUDITED CONDENSED CONSOLIDATED STATEMENT OF CHAN GES IN STOCKHOLDERS’ EQUITY (DEFICIT)

(in thousands, except share data)

Additional Total
Common Stocl Preferred Stoc Paic-in Accumulate: Stockholders Noncontrolling Total
Shares Amount Shares Amount Capital Deficit Equity (Deficit) Interest Equity (Deficit)
2,876,022 $ 3 14500 $ 0 $ 1479 $ (16919 $ (2129 3 2,07t $ (48)
4,966,66 5 - 0 21,207 0 21,21: 0 21,21:
5,523,81 5 - 0 14,49 0 14,500 0 14,500
- 0 (14,500 ()] 0 0 ) 0 0
2,833,59 3 - 0 19,83: 0 19,83t 0 19,83t
- 0 - 0 1,26¢ 0 1,26¢ 0 1,26¢
- 0 - 0 39z 0 392 0 39z
- 0 - 0 9C 0 90 0 9C
7,80( 0 - 0 28 0 28 0 28
- 0 - 0 171 0 171 0 171
- 0 - 0 0 0 0 26 2€
- 0 - 0 0 (21,507 (21,507 0 (21,507
16,20789 $ 16 - $ 0 $ 7227% $  (3842) $ 33,86¢ $ 2,101 $ 35,96¢




SEQUENTIAL BRANDS GROUP, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Three Months Ended March 31,

2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (21,48) $ (429
Adjustments to reconcile net loss to net cash irsegerating activities
Loss from discontinued operatio 3,86¢ 371
Provision for bad deb 25C 0]
Depreciation and amortizatic 75 45
Stock based compensati 171 1
Amortization of valuation discount and deferredafiging cost: 11,61« 12¢
Fair value of warrants issued for services rend a0 0
Gain on bargain purchase of busin (227)
Loss on disposal of fixed ass: 6
Deferred income taxe 2,23¢ 0
Changes in operating assets and liabilit
Receivable! (670 (20
Prepaid expenses and other as 19¢ 23
Accounts payable and accrued expei 1,98¢ (645)
Deferred license revent (3) (834)
CASH USED IN OPERATING ACTIVITIES FROM CONTINUING O PERATIONS (1,897 (1,359
CASH USED IN OPERATING ACTIVITIES FROM DISCONTINUED OPERATIONS (1,389 (990
CASH USED IN OPERATING ACTIVITIES (3,28)) (2,344)
CASH FLOWS FROM INVESTING ACTIVITIES
Cash paid for acquisitions, net of cash acqu (67,227 0
Acquisition of property and equipme (24) 0
CASH USED IN INVESTING ACTIVITIES FROM CONTINUING O PERATIONS (67,245 (0
CASH USED IN INVESTING ACTIVITIES FROM DISCONTINUED OPERATIONS 0 0
CASH USED IN INVESTING ACTIVITIES (67,245 (0)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from notes payal 65,00( 0
Proceeds from the sale of common st 22,35( 0
Proceeds from options exercis 28 0
Proceeds from senior secured convertible deben 0 14,50(
Repayment of note payat 0 (1,000
Deferred financing cos (2,979 (849
Offering costs (1,139 0
Repayment of note payable to related pa 0 (750)
CASH PROVIDED BY FINANCING ACTIVITIES FROM CONTINUI NG
OPERATIONS 84,267 11,90¢
CASH PROVIDED BY FINANCING ACTIVITIES FROM DISCONTI NUED
OPERATIONS 0 0
CASH PROVIDED BY FINANCING ACTIVITIES 84,26 11,90¢
NET INCREASE IN CASH 13,74 9,56
CASH— Beginning of perioc 2,62¢ 243
CASH— End of perioc $ 16,36¢ $ 9,80¢
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the periods fi
Interest $ 0 $ 81
Taxes $ 0 $ 23
NON-CASH INVESTING AND FINANCING ACTIVITES:
Conversion of senior secured convertible debentioresmmon stoc $ 14,500 $ 0
Common stock issued in connection with acquisi $ 19,83t $ 0
Fair value of warrants issued in connection withuasition $ 39 $ )




Fair value of warrants issued in financing transac $ 1,26¢ $ 4,21t
Debt discoun- beneficial conversion feature on senior securewedible debenture $ 0 $ 7,341

See Notes to Condensed Consolidated Financialnstats.




SEQUENTIAL BRANDS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2013
(UNAUDITED)
(dollars are in thousands (unless otherwise noted@xcept share and per share data)

1. Organization and Nature of Operations
Overview

Sequential Brands Group, Inc. (the “Company”), tigio its wholly-owned and majoritywned subsidiaries, owns a portfolio
consumer brands, includingilliam Rast®, People’s Liberation®, DVS®, Heelys®, Ellen Tracy® and Caribbean Joe®. The Compan
promotes, markets, and licenses these brands aedsto grow its portfolio by acquiring rights &olditional brands. The Company
licensed and intends to license its brands in &tyaof categories to retailers, wholesalers arstrithutors in the United States and in cel
international territories. In its licensing arranggnts, the Company’licensing partners are responsible for designignufacturing ar
distributing the Company’s licensed products, stibje the Company’s continued oversight and mankesupport. In its direct-teetail
license, the Company grants the retailer the ekaugght to distribute branded apparel in a broauye of product categories through its st
consumer-direct mail and consuntirect ecommerce distribution channels. In its vebkale licenses, the Company grants rights to desm
small group of related product categories to a e$ale supplier, who is permitted to sell licensertipcts to multiple stores within an appro
channel of distribution.

In the second half of 2011, the Company changéoLisness model to focus on licensing and brandagement. Prior to its change
business model and since 2005, the Company designatketed and provided, on a wholesale basis,dedrapparel and accessol
Commencing in July 2008, the Company implementeetail strategy and opened retail stores to selbianded products. In connection \
the change in the Compasybusiness model, the Company discontinued itsegladd distribution of branded apparel and appaadssorie:
liquidated its existing inventory and closed itsnegning retail stores. To reflect the Companyusiness transition, in March 2012,
Company’s corporate name was changed from Pedgleesation, Inc. to Sequential Brands Group, Inc.

2. Summary of Significant Accounting Policies
Basis of Presentation

The accompanying unaudited condensed consolidataddial statements have been prepared in accaedaitic accounting principls
generally accepted in the United States (“U.S. GAABr interim financial information and pursuard the instructions to Form 1Q-anc
Article 8 of Regulation S-X of the United States@dties and Exchange Commission ( the “SEC#rtain information or footnote disclosu
normally included in financial statements preparedccordance with U.S. GAAP have been condenseximitted, pursuant to the rules i
regulations of the SEC for interim financial refpogt Accordingly, they do not include all the infioation and footnotes necessary fi
comprehensive presentation of financial positioesutts of operations, or cash flows. It is the Canmys opinion, however, that t
accompanying unaudited condensed consolidateddi@astatements include all adjustments, consisbing normal recurring nature, which
necessary for a fair presentation of the finangteition, operating results and cash flows forghgods presented.

The accompanying unaudited condensed consolidataddial statements should be read in conjunctidh the Companys Annua
Report on Form 16 for the year ended December 31, 2012, as fileith wie SEC on April 1, 2013, which contains the igaddfinancia
statements and notes thereto, together with ManagesnDiscussion and Analysis, for the years ended mbee 31, 2012 and 2011. 1
financial information as of December 31, 2012 is\da from the audited financial statements presgimh the Compang’ Annual Report ¢
Form 10K for the year ended December 31, 2012. The inteeisnlts for the three months ended March 31, 20&30t necessarily indicat
of the results to be expected for the year endiagenber 31, 2013 or for any future interim periods.

Principles of Consolidation

The accompanying unaudited condensed consolidataddial statements include the accounts of the 2oy and its whollyawnec
and majority-owned subsidiaries. All significantdrcompany balances and transactions have beeimaléd in consolidation.

Use of Estimates
The preparation of unaudited condensed consolidieticial statements in conformity with U.S. GAAPquires management

make estimates and assumptions that affect theteebamounts of assets and liabilities and disctsifi contingent assets and liabilities ai
date of the consolidated financial statements haddported amounts of revenues and expenses dhanmgporting period.




SEQUENTIAL BRANDS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2013
(UNAUDITED)
(dollars are in thousands (unless otherwise noted@xcept share and per share data)

Making estimates requires management to exerajggfisant judgment. It is at least reasonably passihat the estimate of the eff
of a condition, situation or set of circumstandest texisted at the date of the unaudited interimdeased consolidated financial statem:
which management considered in formulating itsnesté could change in the near term due to one ae ridure confirming eveni
Accordingly, the actual results could differ sigagintly from estimates.

Discontinued Operations

The Company accounted for the decisions to closendts wholesale and retail operations as discoetinoperations in accordai
with the guidance provided in FASB ASC 3@Qcounting for Impairment or Disposal of Long-Livadsets which requires that a compon
of an entity that has been disposed of or is diasglsas held for sale and has operations and dasis that can be clearly distinguished from
rest of the entity be reported as assets heldalerand discontinued operations. In the periodrapmment of an entity has been disposed
classified as held for sale, the results of openstifor the periods presented are reclassified $efparate line items in the statement
operations. Assets and liabilities are also redfiegsinto separate line items on the related bedasheets for the periods presented.
statements of cash flows for the periods presemte@lso reclassified to reflect the results ofaiginued operations as separate line items.

Reportable Segment

An operating segment, in part, is a component oé@terprise whose operating results are regulashiewed by the chief operati
decision maker to make decisions about resourcdsetallocated to the segment and assess its penfican Operating segments may
aggregated only to a limited extent. Our chief afiag decision maker, the Chief Executive Offideniews financial information presented
a consolidated basis, accompanied by disaggregatednation about revenues for purposes of makipgrating decisions and asses
financial performance. Accordingly, we only havsiagle operating and reportable segment. All of @perations consist of a single reve
stream which is the licensing of our trademark fiotict.

Revenue Recognition

The Company has entered into various trade namadi agreements that provide revenues based omunmnroyalties and desi
fees and additional revenues based on a perceotatgfined sales. Minimum royalty and design rewemurecognized on a straighte basi:
over the term of each contract year, as definedath license agreement. Royalties exceeding fireedeminimum amounts are recognize:
income during the period corresponding to the bes’s sales. Payments received as considerattbe gfant of a license or advanced roy
payments are recorded as deferred revenue atrteepayment is received and recognized ratably asnte over the term of the lice
agreement. Revenue is not recognized unless catigity is reasonably assured.

If licensing arrangements are terminated priotht driginal licensing period, the Company will rgo@e revenue for any contract
termination fees, unless such amounts are deemedegoverable.

The timing of the Compang’sales and revenue recognition are subject tmselity and therefore the Company expects revetn
be weighted to the fourth quarter of 2013 as a @abreflection of the timing of our licensees’ baokschool and holiday businesses.

Accounts Receivable

Accounts receivable are recorded net of allowafmedoubtful accounts, based on the Company’s anggdiscussions with its
licensees, and its evaluation of each licenseg/mpat history and account aging. The Company diddeem it necessary to record an
allowance for doubtful accounts at December 312201

Income Taxes

Current income taxes are based on the respectii@lpetaxable income for federal and state income tarntem purposes. Deferr
tax liabilities and assets are determined basetherifference between the financial statementinndme tax bases of assets and liabili
using enacted tax rates in effect for the year liictv the differences are expected to reverse. Aatain allowance is required if, based on
weight of available evidence, it is more likely thaot that some portion or all of the deferreddagets will not be realized.




SEQUENTIAL BRANDS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2013
(UNAUDITED)
(dollars are in thousands (unless otherwise noted@xcept share and per share data)

The Company has adopted the FASB guidance on atingufor uncertainty in income taxes. The guidadleeifies the accounting for
uncertainty in income taxes recognized in an en|s financial statements in accordance with othghoritative U.S. GAAP, and prescribes
a recognition threshold and measurement procesmtorcial statement recognition and measuremeattak position taken or expected to be
taken in a tax return. The guidance also address®sognition, classification, interest and penaltaccounting in interim periods, disclosure,
and transition. Because of the Company’s histotasdes, adoption of the guidance did not havgmifgiant effect on its accounting and
disclosures for income taxes. At March 31, 2013@adember 31, 2012, the Company has no unrecogtaxdeenefits and does not expect a
material change in the next 12 months. Interestpmmalties related to uncertain tax positionsnif,are recorded in income tax expense.

Loss Per Share

Basic loss per share (“EPS9 computed by dividing net loss available to comnstockholders by the weighted average numh
common shares outstanding during the period, ektjuthe effects of any potentially dilutive secigst Diluted EPS gives effect to
potentially dilutive common shares outstanding nigirihe period, including stock options and warranssng the treasury stock method,
convertible debt, using the if-converted methodufed EPS excludes all potentially dilutive shaosfscommon stock if their effect is anti-
dilutive.

The computation of basic and diluted EPS for thieghmonths ended March 31, 2013 and 2012 exclhdesoimmon stock equivale
of the following potentially dilutive securities @&use their inclusion would be anti-dilutive:

2013 2012
Senior secured convertible debentt 0 5,52¢
Warrants 2,68¢ 2,217
Unvested restricted stot 357 0
Stock options 32¢ 451
3,371 8,19

Customer Concentrations

During the three months ended March 31, 2013, tustarners comprised greater than 10% of the Compamgt revenue fro
continuing operations. Revenue derived from thasgomners amounted to 55.3% and 13.9%, respectieélpet revenue from continui
operations for the three months ended March 313281 March 31, 2013, there was approximately $68@ from one of these custom
pursuant to the terms of the related license ageatsnDuring the three months ended March 31, 201@ customers comprised greater 1
10% of the Companyg net revenue from continuing operations. Revererveld from these customers amounted to 78.8% aha%d
respectively, of net revenue from continuing operet for the three months ended March 31, 2012ViAtch 31, 2012, no amounts were
from these major customers.

Recent Accounting Pronouncements

In July 2012, the FASB issued ASU No. 2012-0fangibles-Goodwill and Other (Topic 350): TestimglefiniteLived Intangibli
Assets for Impairmer(ASU 2012-02), allowing entities the option to first assess qaéilie factors to determine whether it is necess$e
perform the quantitative impairment test. If thalifative assessment indicates it is more-likelgrtmot that the fair value of an indefiniteed
intangible asset is less than its carrying amadhetquantitative impairment test is required. Othigse, no testing is required. ASU 2002-wa:
effective for the Company beginning January 1, 20t adoption of this update did not have a maltéripact on the condensed consolid
financial statements.

3. Fair Value Measurement of Financial Instruments
FASB ASC 820-10Fair Value Measurements and DisclosurgaSC 820-10"), defines fair value, establishes a framework

measuring fair value in U.S. GAAP and provides éapanded disclosure about fair value measurem@&8€. 82010 applies to all oth
accounting pronouncements that require or pernritvedue measurements.

10




SEQUENTIAL BRANDS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2013
(UNAUDITED)
(dollars are in thousands (unless otherwise noted@xcept share and per share data)

The Company determines or calculates the fair vafd@ancial instruments using quoted market wigeactive markets when st
information is available or using appropriate preselue or other valuation techniques, such asodisted cash flow analyses, incorpora
available market discount rate information for $émitypes of instruments while estimating for nmerformance and liquidity risk. The
techniques are significantly affected by the asdiomp used, including the discount rate, credieaps, and estimates of future cash flow.

Assets and liabilities typically recorded at fa@lwe on a non-recurring basis to which ASC 820flias include:

« Non-financial assets and liabilities initially meastiia fair value in an acquisition or business coration, and
« Long-lived assets measured at fair value due tmpgairment assessment under ASC 360-15.

ASC 82040 requires that assets and liabilities recordddiavalue be classified and disclosed in oneheffollowing three categorie

« Level 1 inputs utilize quoted prices (unadjustedactive markets for identical assets or liabiitthat the Company has the ab
to access

« Level 2 inputs utilize other-thaguoted prices that are observable, either direntindirectly. Level 2 inputs include quoted pri
for similar assets and liabilities in active masgetnd inputs such as interest rates and yieldesuhat are observable at commu
guoted intervals

« Level 3 inputs are unobservable and are typicadlgeld on the Comparsyown assumptions, including situations where tlig
little, if any, market activity. Both observablecannobservable inputs may be used to determinéathealue of positions that ¢
classified within the Level 3 classification. Agesult, the unrealized gains and losses for asg#im the Level 3 classificatic
may include changes in fair value that were atteble to both observable (e.g., changes in marketast rates) and unobserv:
(e.g., changes in historical company data) inf

In certain cases, the inputs used to measure &irevmay fall into different levels of the fair ual hierarchy. In such cases,
Company classifies such financial asset or ligbBiised on the lowest level input that is signifid® the fair value measurement in its entil
The Companys assessment of the significance of a particufautito the fair value measurement in its entiretyuires judgment and consic
factors specific to the asset or liability.

As of March 31, 2013 and December 31, 2012, thezena assets or liabilities that are required tarteasured at fair value ol
recurring basis. The following table sets forth tiaerying value and the fair value of the Comparfiriancial assets and liabilities required t
disclosed at March 31, 2013 and December 31, 2012:

Carrying Value Fair Value

Financial Instrument Level 3/31/2013 12/31/201z 3/31/2013 12/31/201z

Cash 1 $ 16,36 $ 2,622 % 16,36 $ 2,62¢
Restricted cas 1 $ 35 $ 35 % 35 % 35
Accounts receivabl 2 $ 1,06C $ 47¢ % 1,06C $ 47¢€
Accounts payabl 2 $ 6,11¢ $ 3,72C $ 6,11¢ $ 3,72
Term loans 3 $ 63,73: $ - % 54977 $ -
Senior secured convertible debentt 3 $ - % 350: $ - % 12,59

The carrying amounts of the Compasigash, restricted cash, accounts receivable aralats payable approximate fair value du
their shortterm maturities. The remaining financial assets leafdlities are comprised of term loans and cotitsér debentures. The Comp:
estimated the fair value of its convertible debeggiby performing discounted cash flow analysesguan appropriate market discount rate.
Company calculated the market discount rate byioibperiod-end treasury rates for fixed-rate debt_IBOR rates for variableate debt, fc
maturities that correspond to the maturities ofdiébt adding appropriate credit spreads derivenh firformation obtained from thirgarty
financial institutions. These credit spreads talte account factors such as the Compamyedit standing, the maturity of the debt, whethe
debt is secured or unsecured, and the loan-to-vatiges of the debt.

11




SEQUENTIAL BRANDS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2013
(UNAUDITED)
(dollars are in thousands (unless otherwise noted@xcept share and per share data)

For purposes of this fair value disclosure, the @any based its fair value estimate for term loang®ointernal valuation whereby 1
Company applied the discounted cash flow methats texpected cash flow payments due under theseagebements based on market inte
rate quotes as of March 31, 2013 and December@ZP, for debt with similar risk characteristics andturities.

4. Discontinued Operations of Wholesale Business

Discontinued operations as of March 31, 2013 mairlyresent the wind down costs related to the Heehc. (“Heelys”)legacy
operating business, as a result of the Compadgtision to discontinue its wholesale businekge®@ to the Heelys brand. As of March
2013, costs attributable to the Heelys legacy dmera mainly represent severance expense, leaséntgion costs and professional and ¢
fees. The Company expects to complete the wind dufteelys legacy operations by the end of 2013c@itinued operations as of March
2012 represent the Company’s decision to discoetiitsl wholesale business related to its Peeplgberation and William Rast branc
products.

A summary of the Company'results of discontinued operations of its whdkegaisiness for the three months ended March 313
and 2012 and the Compansyassets and liabilities from discontinued openstiof its wholesale business as of March 31, 2@tBRecembe
31, 2012 is as follows:

Results of discontinued operations:

Three Months Ended

March 31,
2013 2012
Net revenu $ 0 $ 44t
Net loss attributable to common stockholc $ (3,869 $ (21€)
Loss per share from discontinued operations, tasicdiluted $ (0.5%) $ (0.09)

Assets and liabilities of discontinued operations:

March 31, December 31,

2013 2012
Current assel $ 4590 $ 0
Long-term asset $ 14 $ 4
Current liabilities $ 581C $ 957
Long-term liabilities $ 1,228 $ 0

5. Discontinued Operations of Retail Subsidiary

Discontinued operations as of March 31, 2012 reprethe Companyg’ decision to discontinue its retail operationduded in it
subsidiary, William Rast Retail, LLC (“Rast RetailThe Company discontinued its retail operationsudet in its Rast Retail subsidiary
closed the retail stores in 2012.

A summary of the Compang/'results of discontinued operations of its resaldsidiary for the three months ended March 313201
2012 and the Comparg/liabilities from discontinued operations of ittail subsidiary as of March 31, 2013 and Decen®ier2012 is ¢
follows:
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MARCH 31, 2013
(UNAUDITED)
(dollars are in thousands (unless otherwise noted@xcept share and per share data)

Results of discontinued operations:

Three Months Ended

March 31,
2013 2012
Net revenue $ 0 % 265
Net loss attributable to common stockholc $ 0 % (155)
Loss per share from discontinued operations, kmawicdiluted $ (0.00) $ (0.0€)

Liabilities of discontinued operations:

March 31, December 3:
2013 2012

Current liabilities $ 13 $ 394

6. Acquisitions
Acquisition of Heelys, Inc.

On January 24, 2013, the Company completed itsisitiqn of Heelys pursuant to the agreement and pfamerger (the Heely:
Merger Agreement”)dated as of December 7, 2012, by and among Heblys$Company and Wheels Merger Sub, Inc., a Delas@mgoratiol
and whollyewned subsidiary of the Company. In accordance thithHeelys Merger Agreement, the Company acquiledf the outstandir
shares of common stock of Heelys at a purchase pfi§2.25 per share in cash, for an aggregatedsmasion of approximately $62,974. 1
purchase was funded with cash and investments Herlys of approximately $55,451 and with cash fribi Company of approximatt
$7,523. Cash and investments provided by HeelysHeracquisition was not acquired by the Compangnu@cquisition, but instead w
distributed directly to the Heelyshareholders at the closing. The acquisition ofly¢eavas effected in order to develop and build
Company’s diversified portfolio of consumer brands.

In connection with the acquisition of Heelys, then@pany entered into a multi-country exclusive lmeragreement (theHeelys
License Agreement”) with BBC International LLC (“EBB) to license the trademark “Heelyahd all existing derivative brands, including
Heelys, (i) Sidewalk Sports, (iii) Nano, and (i®oap (collectively, the “Marks”)The Heelys License Agreement grants an exclt
nontransferable, non-assignable license, withoatripht to subicense, to use the Marks and certain proprietaylgts, including patents,
connection with the manufacturing, distribution,vadising and sale of wheeled footwear and footweihout wheels (the Licenset
Products”),subject to the terms and conditions stated in thely$ License Agreement. The term of the Heelyerse Agreement expires
June 30, 2019.

The acquisition of Heelys was accounted for untderacquisition method of accounting. Accordinghg ticquired assets and assu
liabilities were recorded at their estimated faalues, and operating results for Heelys are indudethe condensed consolidated finar
statements from the effective date of acquisitibdanuary 24, 2013. Accounting standards requia¢ When the fair value of the net as
acquired exceeds the purchase price, resultingbargain purchase of a business, the acquirer reassess the reasonableness of the \
assigned to all of the net assets acquired, ltesliassumed and consideration transferred. Thep@oynperformed such a reassessmen
concluded that the preliminary values assignedttier Heelys acquisition are reasonable. Consequehiy Company recognized a gain
bargain purchase in the amount of $227 arising fitke acquisition of Heelys. The gain was recordedoperating expenses in
accompanying condensed consolidated statementeshiipns as of March 31, 2013. There was no gobdwih result of the acquisition.
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(UNAUDITED)
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The allocation of the purchase price is based wgotain preliminary valuations and other analyb@s have not been completed a
the date of this filing. Any changes in the estietbfair values of the net assets recorded forabdpuisition prior to the finalization of mc
detailed analyses will change the allocation of plnechase price. As such, the purchase price dibosafor this transaction are prelimin
estimates, which are subject to change within tleasurement period. Any subsequent changes to ttehgae price allocations that
material will be adjusted retroactively. The prehiary allocation of the purchase price is summarize follows:

Cash consideration paid by the Company $ 7,528
Allocated to:
Cash $ 2,447
Accounts receivabl 4,73
Prepaid expenses and other current a: 1,61(
Property and equipme 311
Other asset 10
Current liabilities (4,52
Deferred tax liability (2,559
Other long term liabilities (760)
Net assets acquire 1,27
Trademark: 6,38:
Patent:s 95
Gain on bargain purchase of business (227)
$ 7,528

Trademarks have been preliminarily determined byagament to have an indefinite useful life and ediogly, no amortization
recorded in the Compars/Statement of operations. Trademarks are sulgjectast for impairment on an annual basis. Pateilitbe amortize:
on a straightine basis over their expected useful lives of #arg. The Company incurred legal and other cosaserkto the transaction
approximately $1,576, of which approximately $67&8swecognized during the year ended December 32 20d approximately $903 v
recognized in operating expenses in the accompgmrygindensed consolidated statement of operatiooEMarch 31, 2013.

Upon acquisition, the Company discontinued Heellislasale legacy operations as it transitioned tisiness to a licensing and br.
management model. Accordingly, Heelys assets adlities at March 31, 2013, as well as its resofteperations from the date of acquisi
through March 31, 2013, related to the wholesakirtass have been reclassified to discontinued tipasasee Note 4).

Total revenues and income from continuing operatigince the date of acquisition, included in thedemsed consolidated statem
of operations for the three months ended Marct2813, are $153 and $201, respectively.

Acquisition of Ellen Tracy® and Caribbean Joe® Bdan

On March 28, 2013, the Company entered into a @mselagreement (the “BM Purchase Agreemebt)and among the Compa
ETPH Acquisition, LLC, (“ETPH") and B®and MatterLC (“Brand Matter”),pursuant to which the Company acquired from ETRtbfathe
outstanding equity interests of Brand Matter (tB#éh Tracy and Caribbean Joe Acquisitiofd) an aggregate purchase price consisting
approximately $62,285 of cash, subject to adjustnasnset forth in the BM Purchase Agreement, (833,590 shares of the Company’
common stock, and (iii) 5-year warrants to purchgséo an aggregate of 125,000 shares of the Coyhpanmmon stock at an exercise p
equal to $10.00 per share (the “Purchase Price”).

In connection with the Ellen Tracy and Caribbeaa Baquisition, the Company entered into a (i) flish term loan agreement, da
as of March 28, 2013 (“First Lien Loan Agreementilich provides for term loans of up to $45,000 &ich second lien term loan, dated a
March 28, 2013 (“Second Lien Loan Agreementfich provides for term loans of up to $20,000 (Bke 9). The proceeds from the t
loans were used to fund the Ellen Tracy and Cadbbd#ne Acquisition, repay existing debt, pay feed expenses in connection with
foregoing, finance capital expenditures and foregehcorporate purposes. The Ellen Tracy and Cesabhloe Acquisition was effectec
complete the Company’s base platform through asyutwo strong brandgllen Tracy® andCaribbean Jo&®, with a proven team.
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The Ellen Tracy and Caribbean Joe Acquisition wesoanted for under the acquisition method of actingn Accordingly, th
acquired assets and assumed liabilities were redoatl their estimated fair values, and operatisglte for Brand Matter are included in
condensed consolidated financial statements frenetfective date of acquisition of March 28, 2013.

The allocation of the purchase price is based wgotain preliminary valuations and other analybes have not been completed a
the date of this filing. Any changes in the estiatbfair values of the net assets recorded forabdpiisition prior to the finalization of mc
detailed analyses will change the allocation of plnechase price. As such, the purchase price dibosafor this transaction are prelimin
estimates, which are subject to change within tleasurement period. Any subsequent changes to ttehgae price allocations that
material will be adjusted retroactively. The prehiary allocation of the purchase price is summariae follows:

Cash paic $ 62,28¢
Fair value of common stock issued (2,833,590 sk 19,83t
Fair value of warrants issued (125,000 warrants) 393
Total consideration paid $ 82,51:
Allocated to:
Cash $ 14C
Current assetl 31¢€
Property and equipme 101
Other asset 14¢€
Current liabilities (1,172
Net liabilities assume (469
Trademarks 79,71¢
Customer agreemer 1,00(
Goodwill 2,26¢
$ 82,51:

The fair value of the common stock issued was deted using the closing market price of the Compampmmon stock on Mar
28, 2013. The fair value of the warrants issued watermined using the Black-Scholes optmiting model utilizing the followin
assumptions: dividend yield of zero, a risk-freiiast rate of 0.77%, expected term of five yeatsan expected volatility of 64%.

Goodwill arising from the Ellen Tracy and Caribbe#oe Acquisition mainly consists of the synergiésm ongoing licensing al
brand management business and an experienced,ldedemorkforce. The Compars/goodwill is not deductible for tax purposes. Emark:
have been determined by management to have aririitdefseful life and accordingly, no amortizatisrrecorded in the Comparsystatemel
of operations. Goodwill and trademarks are sulfjec test for impairment on an annual basis. Customgreements will be amortized ¢
straightline basis over their expected useful lives of 4arge The Company incurred legal and other costea@lto the transaction
approximately $2,559, of which approximately $878swecognized during the year ended December 3P, 20d approximately $1,680 v
recognized in operating expenses in the accompgrgndensed consolidated statement of operatioosMarch 31, 2013.

Total revenues and loss from continuing operati&inse the date of the Ellen Tracy and CaribbeanAlmguiisition, included in tt
condensed consolidated statements of operationthéothree months ended March 31, 2013, are $0baridl2, respectively. The loss fr
continuing operations is mainly attributable to tiem-cash deferred tax expense related to the recjwademarks.

The following unaudited consolidated pro forma mfiation gives effect to the acquisitions of Heedysl Brand Matter as if the
transactions had occurred on January 1, 2012. dhewing pro forma information is presented forudtration purposes only and is
necessarily indicative of the results that wouldehbeen attained had the acquisition of these basés been completed on January 1, 201
are they indicative of results that may occur ig frture periods.
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SEQUENTIAL BRANDS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2013
(UNAUDITED)
(dollars are in thousands (unless otherwise noted@xcept share and per share data)

The Companys pro forma revenue (unaudited) would have bee®583and $3,802 for the three months ended Marct2@13 an
2012, respectively, if the transactions had occume January 1, 2012. The Companpto forma net loss attributable to common stolddre
(unaudited), including the loss from discontinugetm@ations, would have been $9,013 and $22,87thfthree months ended March 31, Z
and 2012, respectively. The supplemental pro fanftamation for the three months ended March 31,30as been adjusted to:

exclude certain nc-recurring expenses ¢

a) $2,583 relating to acquisiti-related costs; an

b) $11,614 relating to the narmash interest expense recognized on the remainmagnortized discount of the benefi
conversion feature, Warrants and deferred financosds of the Debentures (see Note 9);

include certain expenses

a) $65 relating to the amortization of acquired customgreements and patents; .

b) $1,154 of interest expense relating to the Termnkpamortization of deferred financing costs andiization of det
discount (see Note ¢

The supplemental pro forma information for the ¢hneonths ended March 31, 2012 has been adjusiaditole certain nomecurring
expenses of:

a)
b)

$5,530 relating to acquisiti-related costs

$11,480 relating to the narash interest expense recognized on the remaimiamartized discount of the beneficial conver
feature, Warrants and deferred financing costh®iebenture:

$1,282 of interest expense relating to the Terrmkpamortization of deferred financing costs andwization of debt discoun
$65 relating to the amortization of acquired custoagreements and patents; .

$2,213 relating to nc-cash deferred tax expense on acquired traden

Additionally, the supplemental pro forma informatibas been adjusted to reflect the elimination eélis historical operations tl
are not related to the licensing business, agtiitson of their business has been discontinuethbyCompany (see Note 4).

Goodwill

Goodwill is summarized as follows:

Balance at January 1, 20 $ 42¢
Acquisitions in 2013 2,26¢
Balance at March 31, 2013 $ 2,69¢

Gooduwill is tested for impairment at the reportingt level (operating segment or one level belowparating segment) on an anr
basis (December 31 for the Company) and betweenahnests if an event occurs or circumstances ahdngt would more likely than r
reduce the fair value of a reporting unit belowdésrying value. The Company considers its markeitalization and the carrying value of
assets and liabilities, including goodwill, whenrfpeming its goodwill impairment test. When condagt its annual goodwill impairme
assessment, the Company initially performs a catalé evaluation of whether it is more likely thant that goodwill is impaired. If it
determined by a qualitative evaluation that it igrenlikely than not that goodwill is impaired, tB®mpany then applies a tvgep impairmer
test. The twostep impairment test first compares the fair valithe Company's reporting unit to its carryingoook value. If the fair value
the reporting unit exceeds its carrying value, gatdds not impaired and the Company is not reqdite perform further testing. If the carry
value of the reporting unit exceeds its fair valttee Company determines the implied fair valueha teporting unit's goodwill and if t
carrying value of the reporting unit's goodwill eecls its implied fair value, then an impairmenslegual to the difference is recorded in
consolidated statement s of operations.
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8. Intangible Assets

Intangible assets are summarized as follows:

Useful Gross Net
Lives Carrying Accumulater  Carrying
March 31, 201! (Years) Amount  Amortizatior ~ Amount
Amortized intangible asset
Trademarks 15 $ 456¢ $ (351) $ 4,21¢
Customer agreemer 4 1,00( 0 1,00(¢
Patents 10 9t 0 95
$ 5,66¢ $ (357) 5,31
Indefinite lived intangible asset
Trademarks 86,09¢
Intangible assets, net $ 91,41
Useful Gross Net
Lives Carrying Accumulater  Carrying
December 31, 201 (Years) Amount  Amortizatior  Amount
Amortized intangible asset
Trademarks 15 % 4,56¢ $ (276) $ 4,29:
Intangible assets, net $ 4,56¢ $ (276) $ 4,29:
Future annual estimated amortization expense israuined as follows:
Years Ending December 3
2013 (nine months $ 427
2014 564
2015 564
2016 564
2017 377
2018 314
Thereafter 2,507
$ 5,318

Amortization expense amounted to $75 and $8 fothitee months ended March 31, 2013 and 2012, régplgc

Intangible assets represent trademarks, custonteemgnts and patents related to the Compahgands. Definite lived assets
amortized on a straighiae basis over the estimated useful lives of teets. Indefinite lived intangible assets are nudréized, but instead ¢
subject to impairment evaluation. The carrying eatf intangible assets and other Idivgd assets are reviewed for impairment wher
events or changes in circumstances indicate tieatahrying amount of an asset may not be recower&acoverability of assets to be held
used is measured by a comparison of the carryimguatrof an asset to future undiscounted net castsfexpected to be generated by the ¢
If such assets are considered to be impaired ntipairment to be recognized is measured by the atipuwhich the carrying amount of 1
assets exceeds the fair value of the assets. Asdat¢sdisposed of are reported at the lower ot#reying amount or fair value less costs to
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9. Long-Term Debt

The components of long-term debt is as follows:

March 31, December 31,
2013 2012
Term Loans $ 65,000 $ 0
Debenture! 0 14,50(
Accrued interest 0 30
Subtotal 65,00( 14,53(
Unamortized discounts (1,269 (11,029
Total lon¢-term debt, net of unamortized discou 63,73: 3,50z
Less: current portion of long-term debt 8,00( 0
Long-term debt $ 55,73. $ 3,50:

Term Loans

In connection with the Ellen Tracy and Caribbea@ Aoquisition discussed in Note 6, on March 28,320fhe Company entered int
(i) First Lien Loan Agreement, which provides farm loans of up to $45,000 (the “First Lien Termaht) and (ii) a Second Lien Lo
Agreement (together with the First Lien Loan Agreert the “Loan Agreements”), which provides fontdbans of up to $20,000 (th&&con
Lien Term Loan” and, together with the First Lieadn Agreement, the “Term LoansThe proceeds from the Term Loans were used ta
the Ellen Tracy and Caribbean Joe Acquisition, yegeisting debt, pay fees and expenses in conmegtith the foregoing, finance capi
expenditures and for general corporate purposesorinection with the Second Lien Loan Agreemerd, Glompany issued Year warrants |
purchase up to an aggregate of 285,160 shares @dmpany’s common stock at an exercise price &@0bder share.

The Term Loans were drawn in full on March 28, 20IBe Loan Agreements terminate, and all loans théstanding under ea
Loan Agreement, must be repaid on March 28, 20h&. Company is required to make quarterly schedamedrtization payments of the Te
Loans prior to the maturity of the Loan Agreementan amount equal to (x) in the case of the Rirsh Loan Agreement, $1,500 and (y) in
case of the Second Lien Loan Agreement, $500. Titet Eien Term Loan bears interest, at the Compamption, at either (a) 4.00% |
annum plus adjusted LIBOR or (b) 3.00% per annuuns phe Base Rate, as defined in the applicable lAagrement (4.28% at March !
2013). The Second Lien Term Loan bears intereb2 a15% per annum plus adjusted LIBOR (13.03% atcar, 2013).

The fair value of the warrants was determined tajygroximately $1,269 using the Black-Scholes apgincing model. The fair valt
of the warrants was recorded as a discount to #menTLoans and a corresponding increase to additpmid in capital. This amount is be
accreted to nowash interest expense over the contractual tertheoferm Loans, which is five years. The assumptiatilized to value tt
warrants under the Black-Scholes option-pricing eldncluded a dividend yield of zero, a rifke interest rate of 0.77%, expected term of
years and an expected volatility of 64

There was no contractual interest expense or ageret the discount recorded for the three montited March 31, 2013.

The Company incurred legal and other fees assacmaith this transaction of approximately $1,973.e$& amounts have b
recorded as deferred financing costs in the accagipg condensed consolidated balance sheet, anblearg amortized as natash intere:
expense over the contractual term of the Term LoBlnsre was no amortization of deferred financiogts recorded for the three months el
March 31, 2013.

The Loan Agreements include customary representgtod warranties and include representationdrigltd the intellectual propel
owned by the Company and its subsidiaries and tdteissof the Compang’ material license agreements. In addition, thenLAgreement
include covenants and events of default includiaguirements that the Company satisfy a minimumtpeshnet income test, maintair
minimum loan to value ratio (as calculated pursuarthe First Lien Loan Agreement or the Secondlliean Agreement, as applicable) ¢
in the case of the Second Lien Loan Agreement, t@iaira minimum cash balance of $3,525 through Déeer31, 2013 and $3,000 a
January 1, 2014 in accounts subject to controleagents, as well as limitations on liens on the tassethe Company and its subsidial
indebtedness, consummation of acquisitions (sulljeatertain exceptions and consent rights as sgh fe the Loan Agreements) &
fundamental changes (including mergers and coreadias of the Company and its subsidiaries), disipos of assets of the Company ant
subsidiaries, investments, loans, advances ancgiess by the Company and its subsidiaries, andctesns on issuing dividends and ot
restricted payments, prepayments and amendmertsriain indebtedness and material licenses, affiliemnsactions and issuance of ec
interests.
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Variable Rate Senior Secured Convertible Debentures

On February 2, 2012, the Company entered into ardes purchase agreement (the “Securities Puechgseement”with TCP WF
Acquisition, LLC (“TCP WR"), pursuant to which ti@ompany issued variable rate senior secured cabkedebentures (the “Debentures?)
the amount of $14,500, warrants to purchase upli®4]762 shares of common stock (the “Warrarasiy 14,500 shares of Series A Prefe
Stock, par value $0.001 per share (“Series A PredleStock”).The Debentures had a three year term, with allcgral and interest being d
and payable at the maturity date of January 315284d had an interest rate of LIBOR.

The Debentures were convertible at the option oPTWR into 5,523,810 shares of the Compangdmmon stock at an init
conversion price of $2.625 per share (“ConversigoeP). The Warrants, which had a fair value of $4,215,exercisable for five years at
exercise price of $2.625 per share. The fair vafube Warrants was recorded as a discount to #teeBtures and was being accreted to int
expense over the contractual term of the Debentéwditionally, the Debentures were deemed to haeneficial conversion feature at
time of issuance. Accordingly, the beneficial casien feature, which had a value of $7,347, wasndsd as a discount to the Debentures
was being accreted to interest expense over theaobnal term of the Debentures.

Legal and other fees associated with the transacid844 were recorded as deferred financing castswere being amortized
interest expense over the contractual term of thieetures.

On March 28, 2013, in connection with the Ellenciraand Caribbean Jog&cquisition, TCP WR elected to convert the aggre
principal amount outstanding under the Debentunas shares of the Compasytommon stock at a conversion rate of $2.625 lpares(th:
“TCP Conversion”) At the time of the TCP Conversion, the aggregatecfpal amount outstanding under the Debentures $t4s500, plu
accrued and unpaid interest. The Company issugBB50 shares of its common stock in the TCP Caiwer In connection with the T(
Conversion, the Company also redeemed all of thBODdissued and outstanding shares of Series Zetieef Stock held by TCP WR for
aggregate redemption price (unrounded) of $14.58yaunt to the Designation of Rights, PreferencesLamitations for the Series A Prefer
Stock. As a result of the TCP Conversion, the remgiunamortized discount of $11,028 recorded mneation with the beneficial convers
feature and the Warrants issued with the Debentor@<CP WR, as well as the remaining unamortizddrz® of deferred financing costs
$586, were recognized as non-cash interest expeise accompanying statement of operations asatmM31, 2013.

10. Commitments and Contingencies
Shareholder Derivative Complaint — Settled

On January 17, 2012, RP Capital, LLC (“plaintiffiled a shareholdersderivative complaint in the Superior Court of th@t® o
California, County of Los Angeles, against the Campand former directors Colin Dyne, Kenneth Wedgi®usan White and Dean Oal
The case alleges that the defendants (i) breatieédfiduciary duties to the Company for failingpgooperly oversee and manage the Comy
(ii) certain defendants were unjustly enriched) ébused their control, (iv) grossly mismanagesl @ompany, (v) wasted corporate assets
engaged in selflealing, and (vii) breached their fiduciary dutl®s disseminating false and misleading informatidrhe plaintiffs seek (
judgment against the defendants in favor of the gamy for the amount of damages sustained by thep@oynas a result of the defend?
alleged breaches of their fiduciary duties; (iQlgment directing the Company to take all necesaetipns to reform and improve its corpo
governance and internal procedures to comply waiblieable laws; (iii) an award to the Company oftitation from the defendants and
order from the court to disgorge all profits, betsednd other compensation obtained by the defaadeam their alleged wrongful conduct ¢
alleged fiduciary breaches and (iv) an award ofscasd disbursements of the action, including nealsie fees for professional services.
parties agreed upon a settlement in the action.cbhet granted final approval of the settlementMarch 12, 2013 and dismissed the cas
the same day. Pursuant to the settlement, the Gompaequired, subject to certain exceptionspiplement and maintain in effect for a pe
of three years certain corporate governance ividat many of which the Company implemented inyea€l12. The settlement did not inch
any cash payment for damages.
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General Legal Matters

From time to time, the Company is involved in legatters arising in the ordinary course of busin®#ékile the Company believ
that such matters are currently not material, thezne be no assurance that matters arising in tti@any course of business for which
Company is, or could be, involved in litigation, Imnot have a material adverse effect on its bussndinancial condition or results
operations. Contingent liabilities arising from @uotial litigation are assessed by management basethe individual analysis of the
proceedings and on the opinion of the Compsagivyers and legal consultants. At March 31, 2@8,Company is a defendant in litigal
involving former vendors of the Company’s discongd wholesale operations. These vendolaims relate primarily to amounts owed
goods sold and delivered to the Company. Basecherinformation received from the Compamyégal consultants and on the analys
potential demands, the Company has recorded anatsti liability for the probable loss as a compamdiabilities of discontinued operatic
in the accompanying condensed consolidated baktmet at December 31, 2012.

11. Stock Based Compensation
Stock Options
The following table summarizes the Company’s stogtion activity for the three months ended MarchZ113:

Weighted Averag

Weighted Remaining
Number of Average Exercic Contractual Life =~ Aggregate

Options Price (in Years) Intrinsic Value

Outstandin¢- December 31, 201 404,80 $ 4.0¢ 739 80¢
Granted - -
Exercisec (7,800 (3.69)
Forfeited or Canceled (68,72¢) (10.44)

Outstanding - March 31, 2013 328,27' $ 2.77 25 % 1,421

Exercisable - March 31, 2013 326,01: $ 2.71 26 % 1,41(

A summary of the changes in the Company’s unvesttaek options is as follows:

Weighted
Number of  Average Grant
Options Date Fair Valu

Unvestec- December 31, 201 46,24( $ 0.01
Granted - -
Vested (43,25() 0.01
Forfeited or Canceled (72€) 0.01

Unvested - March 31, 2013 2,26¢ $ 0.01

The Company did not grant any options during theghmonths ended March 31, 2013 and 2012. Totapeasation expense rela
to stock options for the three months ended Mafich2813 and 2012 was approximately $4 and $1, otispty. As of March 31, 2013, the
was no unrecognized compensation expense relatsddk options.
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Warrants

The following table summarizes the Company’s ouiditag warrants:

Weighted Averag

Weighted Remaining
Number of Average Exercic Contractual Life = Aggregate
Warrants Price (in Years) Intrinsic Value
Outstandin¢- December 31, 201 2,250,76. $ 2.2¢ 40 $ 6,29(
Granted 438,16l 6.17
Exercisec - -
Forfeited or Canceled (2,667 (7.50
Outstanding - March 31, 2013 2,686,25' $ 2.87 38$ 11,48:
Exercisable - March 31, 2013 2,647,50 $ 2.82 3.8$% 11,43¢

A summary of the changes in the Company’s unvestadants is as follows:

Weighted
Number of  Average Grant
Warrants  Date Fair Valu

Unvestec- December 31, 201 45,000 $ 3.0t
Granted 438,16( 4.0C
Vested (444,41() (3.99
Forfeited or Canceled - -

Unvested - March 31, 2013 38,75( $ 3.0t

Restricted Stock

On November 19, 2012, the Company issued 396,198eshof restricted stock to the Companyhief Executive Officer,
accordance with the terms of his employment agreéni®tal compensation related to the restrictedlsgrant amounted to approxima
$2,278, of which $142 was recorded in operatingeasps in the Comparg/condensed consolidated statement of operatianthéothre

months ended March 31, 2013.

On November 29, 2012, the Company issued 80,00@sluvd restricted stock to the CompanZhief Financial Officer, in accordat
with the terms of his employment offer letter. Tlatampensation related to the restricted stocktgmarounted to approximately $400, of wt
$25 was recorded in operating expenses in the Coytgaeonsolidated statement of operations for tiee months ended March 31, 2013.

A summary of the restricted stock activity for theee months ended March 31, 2013 is as follows:

Weighted Averag

Weighted Remaining
Number of Average Gran Contractual Life ~ Aggregate
Shares  Date Fair Valu (in Years) Intrinsic Value
Unvestec- December 31, 201 357,14" $ 5.62 3¢ % 0
Granted - -
Vested - 5.62
Unvested - March 31, 2013 357,14" $ 5.62 3.€ % 491
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SEQUENTIAL BRANDS GROUP, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2013
(UNAUDITED)
(dollars are in thousands (unless otherwise noted@xcept share and per share data)

12. Related Party Transactions
Relationship with Brand Matter

On March 28, 2013, the Company entered into the BMchase Agreement, by and among the Company, EF@Hrand Matte
pursuant to which the Company acquired from ETRHfahe issued and outstanding equity interestBrahd Matter. Three of the Compasy’
directors, William Sweedler, Matthew Eby and Rich&ersten, are members of Tengram Capital AssaciateC (“Tengram”), which
indirectly beneficially owns approximately 43% d&fet Company’s outstanding common stock as of the dateof. Two of the Comparzy’
directors, Mr. Sweedler and Mr. Eby, are membersBaind Matter. Prior to the consummation of theeillTracy and Caribbean .
Acquisition, (i) Messrs. Sweedler and Eby also sdran the board of directors of ETPH, the direceptof Brand Matter, (ii) Mr. Sweed
served as ccohairman of the board of directors of Brand Mat(@i), Mr. Sweedler served as an executive offiokBrand Matter, and (iv) M
Sweedler beneficially owned certain membershiprestis of ETPH. As a consequence of Mr. Sweesliedirect beneficial ownership in Bre
Matter and the Company and his and Mr. Bhyositions with ETPH, the Company and Brand Madtewell as the Company and ETPH ¢
appointed special independent committees (on whé&ther Mr. Sweedler nor Mr. Eby served) to revigmd negotiate the terms of the E
Tracy and Caribbean Joe Acquisition. In connectigth the Ellen Tracy and Caribbean Joe Acquisitigh, Sweedler received shares of
Company’s common stock for all his equity interéstBrand Matter.

Amended and Restated Stockholders Agreement

On February 22, 2012, the Company, TCP WR and (djine, the Compang’ former chief executive officer, chief financidficer
and director entered into a stockholders agreerfthat “Stockholders Agreement”)n connection with the Ellen Tracy and Caribbeasn
Acquisition, the Company entered into the amendetirastated stockholders agreement, dated as aftiveat, 2013 (theA&R Stockholder
Agreement”),pursuant to which Mr. Dyne was removed as a partguch agreement. The terms of the A&R Stockholdeneement ai
otherwise substantially similar to those in thecRtmlders Agreement.

Heelys Merger Agreement

On December 7, 2012, in connection with the Comjmmntry into the Heelys Merger Agreement, as dsedisn Note 6 tt
Company entered into an equity commitment letteh wiengram Capital Partners Gen2 Fund, L.P., patsteawhich such entity agreed
provide up to $8,100 of equity financing to the Quamy, subject to the terms and conditions set fiortthe commitment letter, if needed,
the Company to satisfy its obligations under theelyte Merger Agreement. The commitment letter autarally terminated upon tl
consummation of the transactions contemplated eyrthrger agreement on January 24, 2013 withougaityefinancing by Tengram Capi
Partners Gen2 Fund, L.P.

Change of Control Transaction with TCP WR

William Sweedler, Matthew Eby and Richard Gersteneach directors of the Company, and are the ating members of Tengral
which has the sole voting control over TCP WR. @riaary 2, 2012, the Company entered into the 8&=uPurchase Agreement with T
WR pursuant to which the Company sold the Debesgtdlhe Warrants and Series A Preferred Stock to W&P

Fees paid to TCP WR, including the annual monitpfees, and legal and other fees, amounted to rippately $250 and $689 for t
three months ended March 31, 2013 and 2012, regelyctAt March 31, 2012 and December 31, 2012, ant® owed to TCP WR of $438 ¢
$0, respectively, are included in accounts payabttaccrued expenses in the accompanying condearedlidated balance sheets.

Transactions with Tennman WR-T, Inc.

In May 2010, the Company’s subsidiary, William R&surcing, LLC (“Rast Sourcing”gntered into a design and licensing agree
with the Target Corporation. During the three menémded March 31, 2013 and 2012, the Company @28 &nd $100, respectively,
royalties to Tennman WR-T, Inc. (“Tennman WR-Td)minority interest holder of Rast Sourcing. At a1, 2012 and December 31, 2(
amounts owed to Tennman WRef $123 and $378, respectively, are includeddcoants payable and accrued expenses in the acoging
condensed consolidated balance sheets.
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(UNAUDITED)
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13. Private Placement Transaction

On December 21, 2012, the Company entered intacariies purchase agreement (the “PIPE Purchaseefgent”)with a selec
group of accredited investors (the “PIPE Investprplirsuant to which the Company agreed to sell toRHE Investors an aggregate
4,966,667 shares of the Company’s common stockvadae $0.001 (the “Securities’gt a purchase price of $4.50 per share, for a tdfating
amount of approximately $22,350 (the “OfferingNet proceeds, after the payment of legal and atlxpenses, amounted to approxime
$21,212.

The Offering was consummated on January 9, 2013grattion of the proceeds were used to fund tijeiaition of Heelys. Affiliate
of the Company purchased 744,444 shares, with ¢mep@nys Chief Executive Officer purchasing 11,111 shamed TCP SQBG Acquisitio
LLC (“TCP SQBG"), a fund affiliated with TCP WR, pthasing 733,333 shares. The Compardirectors, William Sweedler, Matthew E
and Richard Gersten, are omanaging members of Tengram, which is the managieigber of TCP WR and TCP SQBG. As contemplate
the PIPE Purchase Agreement, the Company alsoeeniteto a registration rights agreement with theEPInvestors on January 9, 2013
“Registration Rights Agreement”).

The Registration Rights Agreement requires the Gaypo file a resale shelf registration statemémn¢ (‘Resale Shelf”for the
Securities purchased by each PIPE Investor in tfieri®g within 120 days of the Closing Date (theilittg Deadline”) and requires tt
Company to use its commercially reasonable effiortsause the Resale Shelf to become effective @apily thereafter as practicable bu
any event not later than 90 days after the Filieqdline if the Company receives comments from 8€,%r 30 days after the Filing Deadli
if the Company does not receive comments from € &uch applicable date, the “Effectiveness Dead)i If the Company fails to meet t
Filing Deadline or the Effectiveness Deadline, sobjo certain grace periods provided for in thgiBeation Rights Agreement, the Comp
will be required to pay certain liquidated damageshe Investors. The maximum aggregate liquidatmehages payable to a PIPE Inve:
including any interest, shall be 10% of the aggiegenount paid by such PIPE Investor. The RegistraRights Agreement also provides
customary indemnification and contribution provigp as well as customary restrictions such as blackeriods. In the event the PI
Investors no longer hold “Registrable Securities defined in the Registration Rights Agreementyitbstanding the foregoing, the Comp.
may no longer be obligated to register the Seesritith the SEC.
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operation:
Forward-Looking Information

This “Management’s Discussion and Analysis of FoiahCondition and Results of Operatiorstiould be read in conjunction with «
accompanying consolidated condensed financialretaiés and related notes. See the cautionary statesuarding forwardeoking statemen
on page 3 of this Quarterly Report for a descriptbimportant factors that could cause actualltesa differ from expected results.

Overview

We own a portfolio of consumer brands, includMglliam Rast®, People’s Liberation®, DVS®, Heelys®, Ellen Tracy® anc
Caribbean Joe®. We promote, market, and license these brands aeddrio grow our portfolio by acquiring rights tdditional brands. W
have licensed and intend to license our brandsvargety of categories to retailers, wholesalerd distributors in the United States ani
certain international territories. In our licensimgrangements, our licensing partners are resplen$dv designing, manufacturing
distributing our licensed products, subject to cointinued oversight and marketing support. In atgat-toretail license, we grant the reta
the exclusive right to distribute branded appamed ibroad range of product categories throughtdt®es, consumer-direct mail and consume
direct ecommerce distribution channels. In our whale licenses, we grant rights to a single or Isgnalp of related product categories
wholesale supplier, who is permitted to sell liashgroducts to multiple stores within an approvieainnel of distribution.

In the second half of 2011, we changed our busimesdel to focus on licensing and brand managentendr to our change
business model and since 2005, we designed, mdrkaate provided on a wholesale basis branded aparel apparel accessor
Commencing in July 2008, we implemented a retaditsgy and opened retail stores to sell our brapdeducts. In connection with the cha
in our business model, we discontinued our whoéedadtribution of branded apparel and apparel awes, liquidated our existing invent:
and closed our remaining retail stores. To reflmet business transition, in March 2012, we changed corporate name from Peoysle’
Liberation, Inc. to Sequential Brands Group, Inc.

Recent Developments
Private Placement Transaction

On December 21, 2012, we entered into the PIPEnRsecAgreement with the PIPE Investors, pursuantiioh we agreed to sell
the PIPE Investors an aggregate of 4,966,667 slofresr common stock, par value $0.001, at a puwehmice of $4.50 per share, for a t
offering amount of approximately $22,350. Net pexte after the payment of legal and other expeasesunted to approximately $21,212.

The Offering was consummated on January 9, 20XBagportion of the proceeds was used to fund thaisition of Heelys. Affiliate
of the Company purchased 744,444 shares, with bigf &xecutive Officer purchasing 11,111 shares 86® SQBG, a fund affiliated wi
TCP WR, purchasing 733,333 shares. Our directorifliati Sweedler, Matthew Eby and Richard Gerster, eomanaging members
Tengram, which is the managing member of TCP WR B88& SQBG. As discussed further in Note 13 of theompanying condens
consolidated financial statements, we enteredtidoRegistration Rights Agreement with the PIPEebtars on January 9, 2013 in connec
with the PIPE Purchase Agreement.

Acquisition of Heelys

On January 24, 2013, we completed our acquisitidtielys pursuant to the Heelys Merger Agreemeatedlas of December 7, 20
by and among us, Heelys and Wheels Merger Sub, énBelaware corporation and our whollyned subsidiary. In accordance with
Heelys Merger Agreement, we acquired all of thestauntding shares of common stock of Heelys for $p&5share in cash, for an aggre
consideration of approximately $62,974. As furtdescribed in Note 6 of the accompanying condenseddidated financial statements,
acquisition was funded with cash and investmermmfboth us and Heelys. The acquisition of Heelys effected to develop and build
diversified portfolio of consumer brands. In conti@mt with the acquisition, we incurred legal andheat costs related to the transactiol
approximately $1,576.
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In connection with the acquisition of Heelys, waezad into a multeountry exclusive Heelys License Agreement with BBdicens:
the trademark “Heelys” and all existing derivatMarks. The Heelys License Agreement granted aruska, nontransferable, nassignabl
license, without the right to sulzense, to use the Marks and certain proprietigiyts, including patents, in connection with thenm@cturing
distribution, advertising and sale of the LicensedRcts, subject to the terms and conditions stizd¢de Heelys License Agreement. The t
of the Heelys License Agreement expires on Jun@Q3D9.

Amended and Restated Stockholders Agreement

As previously disclosed, on February 22, 2012, Wef?> WR and Colin Dyne, our former chief executifiécer, chief financial office
and director entered into the Stockholders Agre¢manconnection with the Ellen Tracy and Caribbdae Acquisition, we entered into
A&R Stockholders Agreement, dated as of March D43 pursuant to which Mr. Dyne was removed asrty pa such agreement. The tel
of the A&R Stockholders Agreement are otherwisestartially similar to those in the Stockholders égment.

Acquisition of Ellen Tracy® and Caribbean Joe® dfidancing

As discussed further in Note 6 of the accompanygimigdensed consolidated financial statements, orciV28, 2013, we entered il
the BM Purchase Agreement, by and among us, ETEHBeand Matter, pursuant to which we acquired Bthe outstanding equity interests
Brand Matter for an aggregate purchase price camgisf (i) approximately $62,285 of cash, subjecadjustment as set forth in the Purcl
Agreement, (ii) 2,833,590 shares of our commonkstand (iii) 5year warrants to purchase up to an aggregate gD@Q@5shares of o
common stock at an exercise price equal to $10e0GIpare. In connection with the Ellen Tracy andiean Joe Acquisition, we entered
(i) the First Lien Loan Agreement, which provides ferm loans of up to $45,000, and (ii) the Secbiedi Loan Agreement, which provides
term loans of up to $20,000. The proceeds fromTiaen Loans were used to fund the Ellen Tracy andbBaan Joe Acquisition, rep
existing debt, pay fees and expenses in connegtitin the foregoing, finance capital expendituresl dor general corporate purposes
connection with the Second Lien Loan Agreement,ale® issued fear warrants to purchase up to an aggregate gB28Shares of o
common stock at an exercise price of $4.50 pereshiEne Ellen Tracy and Caribbean Joe Acquisitiors wHected to complete our b,
platform through acquiring two strong brandsllen Tracy® andCaribbean Joe®, with a proven team. The Term Loans were drawn linofu
March 28, 2013 and are required to be repaid orciMas, 2018. We are required to make quarterlydudied amortization payments during
term of the Loan Agreements.

Conversion of the Debentures

As discussed further in Note 9 of the accompanyingdensed consolidated financial statements, orciMas, 2013, TCP W
converted the aggregate principal amount outstgndimder the Debentures into 5,523,810 shares of@mmon stock at a conversion rat
$2.625 per share. At the time of the TCP Conversiba aggregate principal amount outstanding uniderDebentures was $14,500, |
accrued and unpaid interest. In connection withTil@® Conversion, we also redeemed all of the 14i&00d and outstanding shares of S
A Preferred Stock held by TCP WR for an aggregagiemption price (unrounded) of $14.50, pursuathédesignation of Rights, Preferen
and Limitations for the Series A Preferred Stock.

Fiscal Year
Our fiscal year ends on December 31. Each qualmah fiscal year ends on March 31, June 30, 8dge30 and December 31.
Critical Accounting Policies and Estimates

The preparation of our condensed consolidated fimaastatements in conformity with U.S. GAAP regsmanagement to exercise
judgment. We exercise considerable judgment wisipeet to establishing sound accounting policiesiandaking estimates and assumpt
that affect the reported amounts of our assetsliabdities, our recognition of revenues and exmensand disclosure of commitments
contingencies at the date of the financial statémen

We base our estimates and judgments on a variefaabdrs including our historical experience, kneelde of our business
industry, and current and expected economic camditthat are believed to be reasonable under tbgnestances, the results of which form
basis for making judgments about the carrying \aloieassets and liabilities that are not readilgaapnt from other sources. We periodic
re-evaluate our estimates and assumptions with regpethese judgments and modify our approach whecuristances indicate tl
modifications are necessary.

While we believe that the factors we evaluate mteviis with a meaningful basis for establishing apglying sound accounti

policies, we cannot guarantee that the results alWllays be accurate. Since the determination dsethestimates requires the exercis
judgment, actual results could differ from suchireates.
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Please refer to our Annual Report on FormKL@r the year ended December 31, 2012, filed lith SEC on April 1, 2013, for
discussion of our critical accounting policies. Dgrthe three months ended March 31, 2013, there me material changes to these policies.

Results of Operations
Comparison of the Three Months Ended March 31, 2018 the Three Months Ended March 31, 2012

The following table sets forth, for the periodsigaded, results of operation information from omaudited condensed consolid:
financial statements:

Three Months Ended March:  Change Change

2013 2012 (Dollars)  (Percentage
Net revenu $ 1,62¢ $ 1,05 $ 574 54.5%
Operating expenses 5,36¢ 95¢ 4,40¢ 459.€%
(Loss) income from operatiol (3,736 96 (3,83 -3999.%
Interest expense, net 11,61% 144 11,47 7990.%
Loss before income tax (15,359 (48) (15,30 32023.(%
Provision for income taxes 2,26¢ 10 2,25¢ 22540.%
Loss from continuing operatiol (17,617 (58) (17,559 30382.:%
Loss from discontinued operations (3,869 (371) (3,499 941.1%
Net loss (21,48)) (429 (21,057 4907.%
Noncontrolling interest from continuing operatic (26) 0 (26) -100.(%
Net loss attributable to common stockholc $ (21,507) $ (429 $ (21,079 4913.(%

Net revenue for the three months ended March 313 20nsists of license revenue earned from oundieeagreements related to
William Rast, DVS, Heelys and Peopeliberation brands. Net revenues for the threeth'oanded March 31, 2013 do not include lic
revenue from our Ellen Tracy and Caribbean Joedsaas these brands were acquired on March 28, 20d3nly include two months
revenues related to our Heelys brand, as this brasdacquired on January 24, 2013. Net revenuthéothree months ended March 31, 2
consists of license revenue earned only from @gnke agreements related to our William Rast brasmde did not either own or license an
the other brands during that period.

Our expense structure for the three months endethvial, 2013 is not representative of what we expec normalized brar
management and licensing business to be in theefulOf the total operating expenses for the thremths ended March 31, 20
approximately $2,357 is related to deal costs irmlin connection with acquisitions that have @ expected to occur; and approxima
$3,008 is related to the day to day activities of €@ompany, which is primarily compensation, prefesal fees, advertising, stotlase:
compensation expense and royalty expenses paid ondexgreement with Tennman WIR-Operating expenses for the three months ¢
March 31, 2012 primarily consists of compensatibagproximately $360, royalty expenses under thenfirean WRT agreement of $226, a
professional fees of $142 mainly related to our2@garend audit. As part of our acquisition strategy, may incur additional deal cos
however those costs are neither certain nor paaiet nor are they considered representative oo business.

Interest expense during the three months endedhVairc2013 resulted primarily from the conversiéthe Debentures, as more f
described in Note 9 to our condensed consolidatesh€ial statements. As a result of the TCP Conwershe remaining unamortized discc
of $11,028 recorded in connection with the benaficonversion feature and Warrants issued in cdiorewith the Debentures, as well as
remaining unamortized balance of deferred financiosts of $586, were recognized as wash interest expense. Interest expense for the
months ended March 31, 2012 resulted primarily fintarest due on our promissory notes payableeratigregate principal amount of $1,
through the date of their repayment on FebruaB032, interest at a rate of LIBOR on our Debentares interest related to the accretion o
valuation discount and amortization of deferre@fficing costs associated with our Debentures.

The provision for income taxes as of March 31, 28d@esents the naresh deferred tax expense created by the amootizafithe
acquired trademarks related to our Ellen Tracy @adbbean Joe brands. The provision for incomestéaethe three months ended March
2012 represents the minimum tax payments due &ie $tnd local purposes, including gross receiptotasales generated by our limi
liability companies, and estimated federal andesti@tes due at statutory effected tax rates, if any
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The loss from discontinued operations for the thremths ended March 31, 2013 is primarily attriblgato the wind down cos
associated with the Heelys legacy operating busjres a result of our decision to discontinue oholesale business related to the He
brand. As of March 31, 2013, these costs mainlyasmt severance expense, lease termination cubsmafessional and other fees. We ex
to complete the wind down of Heelys legacy operetiby the end of 2013. The loss from discontinugerations for the three months en
March 31, 2012 is primarily attributable to the wésale business related to our Peaplaberation and William Rast branded products tie
retail operations included in our subsidiary, Rstail.

Liquidity and Capital Resources

As of March 31, 2013, our continuing operations badh of approximately $16,365 and a working chpigdance of approximate
$3,224. As of December 31, 2012, our continuingajiens had cash of approximately $2,624, a workigjtal deficit of approximately $5:
We believe that cash from future operations and curently available cash will be sufficient to isit our anticipated working capi
requirements for the foreseeable future. We intemdontinue financing future brand acquisitionsotigh a combination of cash fr
operations, bank financing and the issuance oftiatddi equity and/or debt securities. See Notesi® &3 to our condensed consolid:
financial statements for a description of certaiofinancings consummated by us.

Cash Flows from Continuing Operations

Cash flows from continuing operations for operatifigancing and investing activities for the threenths ended March 31, 2013
2012 are summarized in the following table:

Three Months Ended March !

2013 2012
Operating activtie $ (1,897 $ (1,359
Investing activities (67,245 -
Financing activities 84,26 11,90¢
Net increase in cash $ 15,130 $ 10,55

Operating Activities

Net cash used in operating activities from contigubperations was $1,892 for the three months eMedh 31, 2013, compared
$1,354 for the three months ended March 31, 20E2.1dss for the three months ended March 31, 20184,481 includes net narast
expenses of $11,614 of amortization of debt distaumd deferred financing costs and $2,239 of defeimncome taxes. Net loss for the tt
months ended March 31, 2013 also includes $3,884ssffrom discontinued operations. Changes inaijygy assets and liabilities provic
$1,513 in cash. Net loss for the three months emdacth 31, 2012 of $429 includes $371 of loss frdistontinued operations and $12¢
amortization of debt discount and deferred finaga@aosts. Changes in operating assets and liabilised $1,476 in cash.

Investing Activities

Net cash used in investing activities from contigubperations was $67,245 for the three monthsceizrch 31, 2013, primari
consisting of $67,221 of net cash paid for the &itijons of our Heelys, Ellen Tracy and Caribbeaa Brands, as further discussed in Note
our condensed consolidated financial statements.

Financing Activities

Net cash provided by financing activities from éouning operations for the three months ended M&ih2013 amounted to $84,2
compared to $11,906 for the three months ended IMat¢ 2012. In January 2013, we received proce&®22,350 in connection with t
Offering of our common stock. A portion of the peeds was used to fund the acquisition of Heelydddnch 2013, we received $65,00(
proceeds under the Term Loans, for which the prsaeeere mainly used in the Ellen Tracy and Caribhbé&ae Acquisition, pay fees ¢
expenses in connection with the foregoing, finacagital expenditures and for general corporate gaep. Cash paid for fees and other «
incurred in connection with the Offering and theme_oans amounted to $3,111. In February 2012, aceived $14,500 in gross proce
from the sale of the Debentures. Net proceeds fiimtransaction after the payment of closing, legad other costs and the repaymet
outstanding obligations related to notes payabieaam factoring facility amounted to approximat&fil,700.
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Future Capital Requirements

We believe the cash received from the sale of onmon stock in January 2013 and cash received thenTerm Loans in Mart
2013 will be sufficient to meet our capital requirents for the next twelve months, as they relateutocurrent operations. The extent of
future capital requirements will depend on manytdes; including our results of operations and growirough the acquisition of additio
brands and we cannot be certain that we will be &blobtain additional financing in sufficient anmté&iand/or on acceptable terms in the
future, if at all.

Contractual Obligations

The following summarizes our contractual obligasi@t March 31, 2013 and the effects such obligataye expected to have on
liquidity and cash flows in future periods:

Payments Due by Peric

Less than 1 After 5

Contractual Obligation Total Year 1-3 Years 4-5 Years Years
Operating lease $ 2,267 $ 83 $ 1,43¢ % 0 9% 0
Minimum royalties dut 2,40( 40C 1,20C 80C *
Term loans 65,00( 8,00( 24,00( 33,00( 0
Total $ 69,66° $ 9,23 $ 26,63¢ $ 33,800 $ 0

*  Pursuant to the royalty agreement between Rasgic8a, William Rast Licensing, LLC (“Rast Licengit) and Tennman WR-, Ras
Sourcing is obligated to pay Tennman WRa guaranteed minimum royalty of $400,000 per rodde year, with such payme
continuing until the earlier of (i) the date thaa$® Sourcing pays a liquidating payment to TennidT or (ii) the date Tennmi
WR-T or any of its affiliates no longer owns Class Bmbership interests in Rast Sourci

Off-Balance Sheet Arrangements

At March 31, 2013 and 2012, we did not have angti@hships with unconsolidated entities or finahpiartnerships, such as enti
often referred to as structured finance or speuiapose entities, which would have been establisbethe purpose of facilitating offalanc
sheet arrangements or other contractually narrolimited purposes. As such, we are not exposedyofiaancing, liquidity, market or cre:
risk that could arise if we had engaged in suchtia@iships.

Recent Accounting Pronouncements

See Note 2 to the accompanying condensed congadidéibhancial statements for a full description acent accountir
pronouncements including the respective expectesbadd adoption and effects on results of operatanmd financial condition.

Item 3. Quantitative and Qualitative Disclosures About Market Risk
Not required.

ltem 4. Controls and Procedure:

Evaluation of Disclosure Controls and Procedu

Our management, under the supervision and withptagicipation of our Chief Executive Officer and i€hFinancial Officel
evaluated the effectiveness of the design and tiperaf our disclosure controls and proceduredéfsed in Rules 13a-15(e) and 158¢e) o
the Securities Exchange Act of 1934, as amendad“fRchange Act”))as of March 31, 2013, the end of the period covénethis repor
Based on, and as of the date of such evaluatienCtiief Executive Officer and the Chief Financidfi€2r have concluded that our disclos
controls and procedures were effective as of M&th2013 such that the information required to iseldsed in our SEC reports is recort
processed, summarized and reported within the fiereods specified in SEC rules and forms, and @eulated and communicated to
management, including our principal executive @ffi@nd principal financial officer, as appropriate, allow timely decisions regardi
required disclosure.
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Changes in Internal Control Over Financial Repogtin

Other than the material weakness discussed belatwiths identified and remediated during the quasteted March 31, 2013, th
have not been any significant changes in our imlezontrol over financial reporting during the fisquarter ended March 31, 2013 that t
materially affected, or are reasonably likely totenally affect, our internal control over finantiaporting.

Remediation of a Material Weakness in Internal @arDver Financial Reportin

We recognize the importance of the control envirentras it sets the overall tone for the organinadiod is the foundation for all otl
components of internal control. Consequently, wagteed and implemented remediation measures t@essldne material weakness identi
as of December 31, 2012 and enhance our intermatatcover financial reporting. The material weakseelated to the lack of techni
resources to apply accounting requirements as iteleye to norroutine and highly complex transactions and reduiterestatements to ¢
financial statements as previously filed on ForraQ.€or the periods ended March 31, June 30 and Bdyete30, 2012. The following actio
which we believe remediated the material weaknegstérnal control over financial reporting, we@pleted as of the date of this filing:

« We retained management and accounting personnbl twé appropriate level of knowledge, skills angerience in financii
accounting and reportin

« Our finance team has examined significant accoamtisimproved related account reconciliations;

« Our finance team changed its monitoring practia@erning the review of significant accounts arehsactions and related finan
results and reporting

We are committed to a strong internal control esrwinent and will continue to review the effectiveme$ our internal controls ov
financial reporting and other disclosure contrabsl rocedures. As we continue to evaluate and wmiknprove our internal control o\
financial reporting, management may determine ke tdditional measures.

PART Il
OTHER INFORMATION

Item 1. Legal Proceeding

We are subject to certain legal proceedings andslarising in connection with the normal courseof business. In the opinion
management, other than described in Note 8 of¢berapanying condensed consolidated financial setésnwhich description is incorpora
herein by reference, there are currently no claimas could have a material adverse effect on ousalidated financial position, results
operations or cash flows.

ltem 1A. Risk Factors
Cautionary Statements and Risk Factors

This Quarterly Report on Form 10-Q contains forwiaimking statements, which are subject to a vamétysks and uncertainties. C
actual results could differ materially from thosgicipated in those forwarlboking statements as a result of various facia@duding those s
forth in our Annual Report on Form X0{or the year ended December 31, 2012, filed wlith SEC on April 1, 2013. There have bee
material changes to such risk factors during theettmonths ended March 31, 2013.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceed:

During the three months ended March 31, 2013, there no unregistered sales of equity securitigg&rahan those described in N
6 and Note 13 of the accompanying condensed calagetl financial statements, which description iporated herein by reference. S
unregistered sales of equity securities were pteslodisclosed in our Current Reports on Forid,8Hed with the SEC on December 26, 2!
and April 3, 2013. During the three months endeddideB1, 2013, there were no redemptions of shafresiocommon stock or Series
Preferred Stock, other than those described in Radé the accompanying condensed consolidated dinhstatements, which descriptior
incorporated herein by reference. Such redempticuoSeries A Preferred Stock was previously diset in our Current Report on Form, 8
K, filed with SEC on April 3, 2013.
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Item 3.

Iltem 4.

Item 5.

Defaults Upon Senior Securitie
None.

Mine Safety Disclosure
Not applicable.

Other Information

None.
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Item 6. Exhibits

The following exhibits are filed as part of thipoet:

Exhibit

Number Exhibit Title

10.1 Purchase Agreement, dated as of March 28, 201andyamong Sequential Brands Group, Inc., ETPH Asfipm, LLC
and E®and Matter, LLC (incorporated by reference to Eihib.1 to our Current Report on Forr-K filed April 3, 2013).

10.2 First Lien Term Loan Agreement, dated as of Mar8h 2013, by and among Sequential Brands Group, Bemk o
America, N.A., the guarantors named therein andehders party thereto (incorporated by referendéxhibit 10.2 to oL
Current Report on Formr-K filed April 3, 2013).

10.3 Second Lien Term Loan Agreement, dated as of Ma&;H2013, by and among Sequential Brands Group, Rathligh
Capital, LLC, the guarantors named therein andehders party thereto (incorporated by referenceéxioibit 10.3 to ou
Current Report on Formr-K filed April 3, 2013).

10.4 Intercreditor Agreement, dated as of March 28, 2@}3and between Bank of America, N.A. and Pathli@apital, LLC
(incorporated by reference to Exhibit 10.4 to ourr@nt Report on Form-K filed April 3, 2013).

10.5 Warrant Purchase Agreement, dated as of March @B3,2by and between Sequential Brands Group, Imd.Rathligh
Capital, LLC (incorporated by reference to Exhitit5 to our Current Report on Forr-K filed April 3, 2013).

10.6 Form of Class B Common Stock Purchase Warrant,ddate of March 28, 2013, issued to Pathlight CapitalC
(incorporated by reference to Exhibit 10.3 to ourr@nt Report on Form-K filed April 3, 2013).

10.7 * Amended and Restated Stockholders Agreement, datetl March 27, 2013, by and among Sequential Br&rdup, Inc.
TCP WR Acquisition, LLC and the other stockholdeasty thereto

31.1* Certification of Principal Executive Officpursuant to Securities Exchange Act Rules 13a)ldid 15dt4(a) as adopte
pursuant to section 302 of the Sarb-Oxley Act of 2002

31.2* Certification of Principal Financial Officgpursuant to Securities Exchange Act Rules 13a)ldid 15dt4(a) as adopte
pursuant to section 302 of the Sarb-Oxley Act of 2002

32.1** Certification of Principal Executive Officer andifgipal Financial Officer pursuant to 18 U.S.C. @t 1350, as adopt:
pursuant to section 906 of the Sarb-Oxley Act of 2002

101.INS XBRL Instance Documer

101.SCH XBRL Taxonomy Extension Schema Docum

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.DEF XBRL Taxonomy Extension Definition Linkbase Docun

101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

*Filed herewith.

**Furnished herewith.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, as amentiedRegistrant caused this
report to be signed on its behalf by the undersigtteereunto duly authorized.

SEQUENTIAL BRANDS GROUP, INC

Date: May 15, 2013 /sl Gary Klein
By: Gary Klein
Its: Chief Financial Officer (Principal Financiahd Accounting Officer
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Exhibit 10.7

AMENDED AND RESTATED STOCKHOLDERS AGREEMENT

This AMENDED AND RESTATED STOCKHOLDERS AGREEMENTated as of March 27, 2013, by and among (i) Sedalent
Brands Group, Inc., a Delaware corporation, forgnkriown as People’s Liberation, Inc. (the * Companyii) TCP WR Acquisition, LLC
(* Tengram”), and (iii) any other holder of common stock betCompany that may become a party to this Agreewmiésr the date and
pursuant to the terms hereof (collectively with emm, the “ Stockholdery. Capitalized terms used herein without definitishall have

the meanings set forth in Section 3.1.

RECITALS

A. Pursuant to a Securities Purchase Agreemergddad of February 2, 2012 (the “ Securities Puelfageement), between the
Company and Tengram, Tengram purchased $14,50@0p60ncipal amount of Convertible Debentures alavith 14,500 shares of the
Company’s Preferred Stock pursuant to which Tengnasithe right to vote on all matters on which baddof common stock, $0.001 par
value per share, of the Company (the * Common Staakd together with all other voting equity of tB®mpany, including the Preferred
Stock, the “_Equity Securitie’§ have the right to vote (such transaction, thBurchase’, and the consummation of the Purchase, the “

Closing™).

B. The Company, Tengram and Colin Dyne, an indiaidti Dyne "), previously entered into that certain Stockhofd@&greement,
dated as of February 22, 2012 (the “ Original Agrept”) and desire to amend and restate the Originale@grent as provided herein

(including the removal of Dyne as a party thereto).

NOW, THEREFORE, in consideration of the mutual agments contained herein, the Original Agreemeheigby amended and
restated in its entirety as follows:

ARTICLE |
GOVERNANCE AND MANAGEMENT OF THE COMPANY

1.1 Board Nominee Agreement

(a) Tengram NomineesSubject to the terms and conditions of this $&cli, in connection with any director nominees t
submitted to the Company’s stockholders for electiwhether at a stockholdensieeting or by written consent), Tengram shall |
the right to nominate a number of nominees foraamesuch that the number of directors that willskeeving on the Board (determir
immediately following the election of directors amndsuming that the director nominee(s) designayedidmgram are elected to
Board) that have been appointed or nominated byBem equals three (3). The Company agrees to iacany director nomine
designated by Tengram (each, a * Tengram Nomiireel collectively, the “* Tengram Nomine8&spursuant to this Section 1.1 in
slate of the Board’'s nominees presented to the @awip stockholders for election. Messrs. Sweedler, &by Gersten have be
appointed to the Board as Tengram'’s initial diredtesignees.




(b) Other Nominees All Board nominees other than those describe8antion 1.1(a) above, if any, to be presented ¢
Company’s stockholders for election shall be destigeh by the full Board of Directors, acting by méajovote.

(c) Staggered BoardThe parties acknowledge that the Company cusrdratb a staggered Board of Directors, and tha
expected that Tengram always will have one (1)ctlireserving as a Class | Director, Class Il Dioe@nd Class Il Director, and ti
Tengram always will have the right to nominate ¢hedirector for election to the Board at each aimoeeting of stockholders.

(d) Existing Board Nominee Agreemernithe parties acknowledge that the Company is pgarthat certain Preemptive Rig
and Board Nominee Agreement, dated as of Octob20111, by and among the Company, Tennman WR-T,(filRWR "), and Alvin
Gossett (the “ Preemptive Rights and Board Nomiaeement’), pursuant to which TWR has rights to appoint, ans dgapointe(
Alvin Gossett to serve on the Board.

1.2 Qualification for Service on the Boardengram’s right to designate a Tengram Nomineg Beard nominee pursuant$ectiot
1.1(a)above, and the Company’s obligations with resgestetto, is conditional upon the following:

(a) the Tengram Nominee consenting in writing tovees director if elected;

(b) the Tengram Nominee providing the Company vathinformation reasonably required for a board @ppnent a
requested by the Company from time to time conogrithe Tengram Nominee and his nomination, inclgdiis completion of tt
Company’s noremployee director questionnaire and providing tbenany with all other information that the Compasyequired t
include in its proxy statement with respect persuomminated by the Company’s Board of Directors;

(c) the Tengram Nominee complying at all times wlsiérving on the ComparsyBoard of Directors, with all applicable le
including, without limitation, federal securities#s and state fiduciary duty laws; and

(d) the Tengram Nominee complying at all times wtdkrving on the Company’s Board of Directors, with Company
policies applicable to all noemployee directors of the Company, including, withiimitation, insider trading policies, confideality
agreements, and codes of ethics.




If at any time a Tengram Nominee fails to complyhnhis obligations under this Section 1.2, the Canyp upon approval of the Board, ac
by majority vote, may provide the Tengram Nominathwritten notice of his failure to so comply, whi notice shall specify in reasone
detail the Tengram Nomineefailure to so comply. If the Tengram Nominee doescure such failure within fifteen (15) daysldaling the
date written notice is provided to the Tengram Nueri then the Tengram Nominee shall no longer fyuali service on the Compars/Boar
of Directors, the Tengram Nominee shall immediatelyder to the Board his resignation as a diregtéhe Company, which resignation sl
be effective upon receipt, and Tengram shall nettthae right to again nominate such person as graemNominee for a period of three
years following such resignatio

1.3 Vacancies on the Boardf a vacancy is created on the Board as a re$ulte death, disability, retirement, resignatisnmemova
of any Tengram Nominee, then Tengram shall haveigiie to designate such perssmeplacement, and the Board shall fill the vacazayse
by such death, disability, retirement, resignatomemoval with the person so designated as tHagement.

1.4 Company Actions The Company shall take all necessary and desirattions within its control (including, withoutrlitation
calling special board and stockholder meetingsappioval of amendments and/or restatements of timep@nys certificate of incorporation
by-laws), to cause the election, removal and replaoéwfedirectors and members of committees in themaacontemplated in, and otherv
give the fullest effect possible to, the provisiafishis ARTICLE I.

1.5 Approvals. Except as required by Applicable Law, all actioeguiring the approval of the Board shall be appdoby a majorit
of the directors present at any duly convened Boaedting or by unanimous written consent of theators without a meeting, in each cas
accordance with the provisions of the Delaware Gdr@orporation Law and the by-laws of the Company.

1.6 Corporate Opportunities(i) No Stockholder and ho member, manager, padnéffiliate of any Stockholder or their respe@
officers, directors, employees or agents (any efftimegoing, a “ Stockholder Group MembBgshall have any duty to communicate or pre
an investment or business opportunity or prospeatizonomic advantage to the Company or any ofubsifliaries in which the Company
one of its Subsidiaries may, but for the provisiofghis Section 1.6, have an interest or expegtdh€orporate Opportunity), and (ii) nc
Stockholder or any Stockholder Group Member (efealso an officer or director of the Company) wik deemed to have breached
fiduciary or other duty or obligation to the Compay reason of the fact that any such Person parsuacquires a Corporate Opportunity
itself or its Affiliates or directs, sells, assigastransfers such Corporate Opportunity to anoBenson or does not communicate informe
regarding such Corporate Opportunity to the Compditye Company, on behalf of itself and its Subsid& renounces any interest i
Corporate Opportunity and any expectancy that g@ate Opportunity will be offered to the Compapsgvided that the Company does
renounce any interest or expectancy it may hawaninCorporate Opportunity that is offered to anceff of the Company whether or not s
individual is also a director or officer of a Stoakder, if such opportunity is expressly offeredstah Person in his or her capacity as an o
of the Company and the Stockholders recognizettiga€ompany reserves such rights.




1.7 Termination This ARTICLE I, and the rights and obligationstbé Stockholders under this ARTICLE I, shall temate on th
earliest of (i) the date that Tengrabeneficial ownership of the Common Stock (whidhn,purposes of such calculation, shall includerst
of Common Stock underlying the Debenture and Wasjda less than 20% of the Fully Diluted Commoacgt (ii) the date that Tengram ¢
its Affiliates no longer own at least 50% of theasds of Common Stock (which, for purposes of sumcutation, shall include shares
Common Stock underlying the Debenture) acquiredTeggram pursuant to the Securities Purchase Agmeteraed (i) the tenth (1¢")
anniversary of the date of the Original Agreement.

ARTICLE Il
PREEMPTIVE RIGHTS

2.1 Equity Purchase Rights

(a) The Company hereby grants to Tengram, so lenGemgram is an “accredited investods(defined in Rule 501
Regulation D promulgated under the Securities &bg “ Preemptive Stockhold&r the right to purchase its Pro Rata Portion of ¢
any part of New Securities that the Company or @uagsidiary may, from time to time after the Closipgopose to sell or issue
cash. The number or amount of New Securities witiehPreemptive Stockholder may purchase pursughts®ection 2.1(a) shall
referred to as the “ Equity Purchase Shate$he equity purchase right provided in this Sectioh(a) shall apply at the time
issuance of any right, warrant or option or corib&tor exchangeable security and not to the caiwey exchange or exercise ther
The Preemptive Stockholder may assign its rightad&e such purchase to any other member of itkBodder Group.

(b) The Company shall give written notice of a mepd issuance or sale described in Section 2.&(#het Preemptiy
Stockholder within 15 Business Days following angeting of the Board at which any such issuancaleris approved and at leas!
days prior to the proposed issuance or sale. Satiben(the “_Issuance Noticg shall set forth the material terms and conditiof
such proposed transaction, including the proposadner of disposition, the number or amount andrigggm of the shares propos
to be issued, the proposed issuance date and dpeged purchase price per share. Such notice alsallbe accompanied by ¢
written offer from the prospective purchaser toghase such New Securities.

(c) At any time during the 3@ay period following the receipt of an Issuanceitdntthe Preemptive Stockholder shall t
the right to elect irrevocably to purchase its Reta Portion of the number of the Equity Purchdsar&s at the purchase price set 1
in the Issuance Notice and upon the other termscanditions specified in the Issuance Notice byveeing a written notice to ti
Company. Except as provided in the following seotégrsuch purchase shall be consummated concurmeitbiythe consummation
the issuance or sale described in the Issuanceddthe closing of any purchase by the Preemptieek8older may be extenc
beyond the closing of the transaction describethé Issuance Notice to the extent necessary_tp @htain required approvals
Government Entities and other required approval$ twe Company shall use its commercially reasonafflerts to obtain suc
approvals and (i permit the Preemptive Stockholder to completénitsrnal capital call process following the @8y notice periot
provided that the extension pursuant to this cldiisshall not exceed 60 days.




(d) If the Preemptive Stockholder fails to exercigly the equity purchase right within the periodsscribed above, t
Company or the applicable Subsidiary shall be foeeomplete the proposed issuance or sale of thve Skrurities described in 1
Issuance Notice with respect to which the Preerepitockholder failed to exercise the option sehfor this Section 2.1 on terms
less favorable to the Company or the applicablesiidry than those set forth in the Issuance Noteeept that the amount
securities to be issued or sold by the Company lmeaeduced); provided that ()»such issuance or sale is closed within 120 dégs
the receipt by the Preemptive Stockholder of tsedace Notice and ()ythe price at which the New Securities are Tramstemust b
equal to or higher than the purchase price degtiitbéhe Issuance Notice. Such periods within wrgabh issuance or sale mus
closed shall be extended to the extent necessagtiin required approvals of Government Entitied ather required approvals ¢
the Company shall use its commercially reasonatbbete to obtain such approvals. In the event that Company has not sold s
New Securities within such 12fay period, the Company shall not thereafter issusell any New Securities, without first ac
offering such securities to the Preemptive Stoaddéioin the manner provided in this Section 2.1.

(e) The preemptive rights granted under this ARTECL shall terminate on the earliest of (i) the eldhat Tengrang
beneficial ownership of the Common Stock (which,garposes of such calculation, shall include shafeCommon Stock underlyi
the Debenture) is less than 20% of the Fully DduBommon Stock, (ii) the date that Tengram andifiiates no longer own at lee
50% of the shares of Common Stock (which, for pagsoof such calculation, shall include shares oh@on Stock underlying tl
Debenture) acquired by Tengram pursuant to theriesuPurchase Agreement, and (iii) the tenth{)@nniversary of the date of 1
Original Agreement.




ARTICLE Il
DEFINITIONS

3.1 Certain Definitions For the purposes hereof, in addition to the tedafsied elsewhere in this Agreement, (a) capialiterms nc
otherwise defined herein shall have the meaninggosth in the Securities Purchase Agreement andh@® following terms shall have 1
following meanings:

“ Affiliate " means, with respect to any Person, (i) any Pers@ttly or indirectly Controlling, Controlled by arnder comma
Control with such Person, (ii) any Person directlyindirectly owning or Controlling 10% or more aify class of outstanding voting secur
of such Person or (iii) any officer, director, geadgartner or trustee of any such Person desciibelduse (i) or (ii).

“ Agreement” means this Amended and Restated Stockholders Agrgelais amended from time to time in accordanclk @ctiol
4.6.

“ Applicable Law' means all applicable provisions of (i) constituiptreaties, statutes, laws (including the commaw),| rules
regulations, ordinances, codes or orders of anye@Gwrental Entity, (i) any consents or approvalsany Governmental Entity and (iii) a
orders, decisions, injunctions, judgments, awatdsrees of or agreements with any GovernmentatyEnti

“ Board” means the Board of Directors of the Company.

“ Business Day means a day other than a Saturday, Sunday or ddlyeon which commercial banks in New York City atghorize:
or required to close.

“ Closing” has the meaning set forth in the Recitals.
“ Common StocK has the meaning set forth in the Preamble.
“ Common Stock Equivalents means any securities of the Company or the Subidiavhich would entitle the holder thereo

acquire at any time Common Stock, including, withlimitation, any debt, preferred stock, right, iopt warrant or other instrument that i:
any time convertible into or exercisable or excleatge for, or otherwise entitles the holder theteokceive, Common Stock.

“ Company” has the meaning set forth in the Preamble.
“ Control” means the power to direct the affairs of a Petspneason of ownership of voting securities, bgtcact or otherwise.

“ Convertible Debenture means the Senior Secured Convertible DebentueeJanuary 31, 2015 and held by Tengram.

“ Corporate Opportunity has the meaning set forth in Section 1.6.




“ Equity Securities has the meaning set forth in the Recitals.

“ Fully Diluted Common Stock shall mean all of the Common Stock of the Compasguming conversion, exercise or exchan
all outstanding convertible or exchangeable sdesritoptions, warrants and similar instruments iotofor Common Stock (regardless
whether such convertible securities, options, wasar similar securities are then convertible gereisable, and without regard to
limitations on exercise or conversion thereof).

“ Group” has the meaning assigned to such term in Sed8¢d)(3) of the Exchange Act.

“ Information” means all information about the Company or anytoSubsidiaries that is or has been furnished yoSaackholder ¢
any of its Representatives by or on behalf of tlken@any or any of its Subsidiaries or any of thespective Representatives, and any ¢
information supplied by the Company in connectioithvthe Purchase (whether written or oral or incefenic or other form and whett
prepared by the Company, its advisers or otherwisrether with all written or electronically stdrelocumentation prepared by s
Stockholder or its Representatives based on ceatifig, in whole or in part, such information; pided that the term “Informationdoes nc
include any information that (x) is or becomes galhe available to the public through no action amission by any Stockholder or
Representatives or (y) is or becomes availableith Stockholder on a naenfidential basis from a source, other than then@any or any ¢
its subsidiaries, or any of their respective Regmégtives, that to the best of such Stockholdarmsmedge, after reasonable inquiry, is
prohibited from disclosing such portions to sucbcgholder by a contractual, legal or fiduciary ghlion.

“ New Securities’ means Common Stock or Common Stock EquivalentseoCompany or of any Subsidiary other than (a)esha
Common Stock or options to employees, officers ioeators of the Company pursuant to any stock droapplan duly adopted for su
purpose, by a majority of the non-employee membéthe Board of Directors or a majority of the mesrdbof a committee of noemploye:
directors established for such purpose, (b) seesrissued upon the exercise or exchange of orersion of any securities of the Comp
issued hereunder and/or other securities exereisalbdxchangeable for or convertible into shareGa@hmon Stock issued and outstandin
the date of this Agreement, provided that such ritéesi have not been amended since the date oAtinsement to increase the number of
securities or to decrease the exercise price, egehprice or conversion price of such securitiessécurities issued pursuant to acquisitiol
strategic transactions approved by a majority efdisinterested directors of the Company, provithed any such issuance shall only be
Person (or to the equity holders of a Person) wisclitself or through its subsidiaries, an op&gtcompany or an owner of an asset
business synergistic with the business of the Com@and shall provide to the Company additional fiesxé addition to the investment
funds, but shall not include a transaction in whitgh Company is issuing securities primarily foe ffurpose of raising capital or to an er
whose primary business is investing in securitg| (d) securities issued to Tennman WRnAc., pursuant to the exercise of its preem
rights in accordance with the Preemptive RightsBodrd Nomineee Agreement.




“ Permitted Transfere& means as to any Stockholder: (i) the owners of §tokkholder in connection with any liquidation of, e
distribution with respect to an equity interestsach Stockholder (including but not limited to atigtribution by a Stockholder to its limit
partners); or (ii) an Affiliate of such Stockholdgrovided that in no event shall any “portfoliongpany” @s such term is customarily u
among institutional investors) of any Stockholdeany entity Controlled by any portfolio companyasfy Stockholder constitute 8&rmitte
Transferee”. Any Stockholder shall also be a PeetiiTransferee of the Permitted Transferees df.itse

“ Person” means any individual, corporation, limited liabilcompany, limited or general partnership, joiehture, association, joint-
stock company, trust, unincorporated organizatjmvernment or any agency or political subdivisitrereof or any Group comprised of twc
more of the foregoing.

“ Preferred StocK shall mean shares of the Company’s Series A PedfeStock issued to Tengram at the Closing.

“ Pro Rata Portiori means for the purposes of Section 2.1, on any nsgudate for New Securities, the number or amotiiNew
Securities equal to the product of (i) the totaintier or amount of New Securities to be issued byGbmpany or its applicable Subsidiary
such date and (ii) the fraction determined by dhgd(A) the number of shares of Common Stock (whfoh purposes of such calculation, s
include shares of Common Stock underlying the Dilveh owned by such Preemptive Stockholder immeligirior to such issuance by |
the total number of shares of Common Stock outatgn(ivhich, for purposes of such calculation, shiafllude shares of Common St
underlying the Debenture) on such date immediaigty to such issuance.

“ Purchasé has the meaning set forth in the Recitals.

“ Representative$ means with respect to any Person, any of suckdpés, or its Affiliates’,directors, officers, employees, gen
partners, Affiliates, direct or indirect sharehaklemembers or limited partners, attorneys, ac@nist financial and other advisers, and ¢
agents and representatives, including in the chamyoStockholder any person nominated to the Boaa Committee by such Stockholder.

“ Securities Act” means the Securities Act of 1933, as amended fiora to time, and the rules and regulations prontak
thereunder.

“ Securities Purchase Agreeméiitas the meaning set forth in the Recitals.




“ Stockholder Groug’ means, with respect to any Stockholder, such Stidkh and the Stockholder Group Members of
Stockholder.

“ Stockholder Group Membérhas the meaning set forth in Section 1.6.

“ Stockholders' has the meaning set forth in the Preamble.

“ Subsidiary” means each Person in which a Person owns or centtioectly or indirectly, capital stock or otheguity interest
representing more than 50% of the outstanding alagtivck or other equity interests.

“ Tengram” has the meaning set forth in the Recitals.

“ Transfer” means, directly or indirectly, to sell, transfegsign, pledge, encumber, hypothecate or similaibpabe of, eithe
voluntarily or involuntarily, or to enter into angontract, option or other arrangement or undergtgndith respect to the sale, trans
assignment, pledge, encumbrance, hypothecatioimmilas disposition of, any shares of Equity Sedastowned by a Person or any inte
(including but not limited to a beneficial intergst any shares of Equity Securities owned by a&er

4.2 Terms Generally The words “hereby”, “herein”, “hereof”, “hereuntieand words of similar import refer to this Agreemast:
whole (including the Exhibits and Annexes hereta) aot merely to the specific section, paragrapblause in which such word appears.
references herein to Articles, Sections, Exhihitd Annexes and Schedules shall be deemed referenéescles and Sections of, and Exhil
and Annexes to, this Agreement unless the contealt stherwise require. The words “include”, “indies” and “including”shall be deemed
be followed by the phrase “without limitationThe definitions given for terms in this Article lind elsewhere in this Agreement shall a
equally to both the singular and plural forms oé tterms defined. Whenever the context may requrg, pronoun shall include t
corresponding masculine, feminine and neuter foRe$erences herein to any agreement or letter bhaleemed references to such agree
or letter as it may be amended, restated or otserrgvised from time to time.

ARTICLE IV
MISCELLANEOUS

4.1 Termination Subject to the early termination of any provisesa result of an amendment to this Agreementedgi@ by th
Company and the Stockholders as provided undeiidBedt6, this Agreement may be terminated only ey tinanimous agreement of
Company and Tengram. Nothing in this Agreementl|sitieve any party from any liability for the bigaof any obligations set forth in t
Agreement.

4.2 Confidentiality. Tengram agrees to, and shall cause its Repréisestto, keep confidential and not divulge anyomiation, an
to use, and cause its Representatives to use, Iafaimation only in connection with the operatiohthe Company and its Subsidiar
provided that nothing herein shall prevent Tengfeom disclosing such Information (a) upon the ordeany court or administrative agen
(b) upon the request or demand of any regulatogneg or authority having jurisdiction over suchtpafc) to the extent compelled by le
process or required or requested pursuant to sabpdagerrogatories or other discovery requesistqdhe extent necessary in connection
the exercise of any remedy hereunder, (e) to ifrédentatives that in the reasonable judgment p§iten need to know such Informatior
(g) to any potential Permitted Transferee in conoectvith a proposed Transfer of Equity SecuritiegfrTengram as long as such transt
agrees to be bound by the provisions of this Seeti@, provided that, in the case of clause (3)o(l{ c), Tengram shall notify the Compan
the proposed disclosure as far in advance of siscifiodure as practicable and use reasonable eftoemsure that any Information so disclc
is accorded confidential treatment, when and iflaiée.




4.3 Restrictions on Other Agreements; Conflicts

(a) Following the date hereof, Tengram shall noteerinto or agree to be bound by any stockholdeeements ¢
arrangements of any kind with any Person with resfmeany Equity Securities that conflicts with eems of this Agreement.

(b) The provisions of this Agreement shall be colfitrg if any such provisions or the operation & conflict with th
provisions of the Company’s Hgws. Tengram covenants and agrees to vote its @on8tock (including Preferred Stock) and to
any other action reasonably requested by the Coynfmaamend the Company's tlaws or certificate of incorporation so as to a'
any conflict with the provisions hereof.

4.4 Further Assurancedach party hereto shall do and perform or cange tdone and performed all such further acts amgj¢hian
shall execute and deliver all such further agreemeertificates, instruments and documents, a#rsr parties hereto reasonably may rec
in order to carry out the provisions of this Agreerhand the consummation of the transactions cqriseed hereby.

4.5 No Recourse Notwithstanding anything to the contrary in tligreement, the Company and each Stockholder agpe
acknowledges that no recourse under this Agreeoresmy documents or instruments delivered in cotimeevith this Agreement, shall be t
against any former, current or future directorjoaff, employee, general or limited partner or memfeany Stockholder or of any Affiliate
assignee thereof, whether by the enforcement ohasgssment or by any legal or equitable procegdiruy virtue of any statute, regulatior
other Applicable Law, it being expressly agreed aclinowledged that no personal liability whatsoesieall attach to, be imposed or
otherwise be incurred by any former, current ourfetofficer, agent or employee of any Stockholdearny former, current or future membe
any Stockholder or any former, current or futureedior, officer, employee, partner or member of &tgckholder or of any Affiliate «
assignee thereof, as such for any obligation of Stwgkholder under this Agreement or any documentastruments delivered in connect
with this Agreement for any claim based on, in exsf or by reason of such obligations or the#ation.
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4.6 Amendment; Waivers, etcThis Agreement may be amended, and the Compamytakka any action herein prohibited, or om
perform any act herein required to be performedthgnly if any such amendment, action or omissiomact, has been approved by
Company and Tengram, provided that this Agreemeay not be amended in a manner adversely affectiagights or obligations of a
Stockholder which does not adversely affect thétsgr obligations of all similarly situated Stodkthers in the same manner without
consent of such Stockholder. The failure of anyypir enforce any of the provisions of this Agreetnghall in no way be construed as a we
of such provisions and shall not affect the righsach party thereafter to enforce each and evasyigion of this Agreement in accorda
with its terms. Any Stockholder may waive (in wmigj) the benefit of any provision of this Agreemeiith respect to itself for any purpose. /
such waiver shall constitute a waiver only withpest to the specific matter described in such mgitand shall in no way impair the rights
the Stockholder granting such waiver in any otlespect or at any other time.

4.7 Assignment Neither this Agreement nor any right or obligatarising under this Agreement may be assigneddmngiam withot
the prior written consent of the Company or by @wnpany without the prior consent of Tengram, piedithat any Stockholder may as:
all or a portion its rights (but not its obligat®rhereunder to any member of its Stockholder Gtbapis or becomes a Stockholder.

4.8 Binding Effect. This Agreement shall be binding upon and inuréh benefit of the parties hereto and their rebpedheirs
successors and permitted assigns.

4.9 No Third Party BeneficiariesNothing in this Agreement shall confer any righfon any Person other than the parties heret
each such party’s respective heirs, successorpemdtted assigns.

4.10 Notices. All notices, requests, demands, waivers and oteenmunications required or permitted to be giveras thi
Agreement shall be in writing and shall be deenmetave been duly given if (a) delivered persondlty, mailed, certified or registered r
with postage prepaid, (c) sent by reputable ovéitrégurier or (d) sent by fax (provided a confirfoatcopy is sent by one of the other mett
set forth above), to the addresses set forth omsitieature pages attached hereto (or to such attdness as the party entitled to notice
hereafter designate in accordance with the termesofie

4.11 Severability Any term or provision of this Agreement whichnsalid, illegal or unenforceable in any jurisdanti shall, as to th
jurisdiction, be ineffective to the extent of sualvalidity, illegality or unenforceability withoutendering invalid, illegal or unenforceable
remaining terms and provisions of this Agreemenaféecting the validity, illegality or enforcealtili of any of the terms or provisions of 1
Agreement in any other jurisdiction. If any prowisiof this Agreement is so broad as to be unenétnlee the provision shall be interprete:
be only as broad as is enforceable. Upon suchrditation that any term or other provision is indalilegal or incapable of being enforced,
parties shall negotiate in good faith to modifystAigreement so as to effect the original interthef parties as closely as possible in a mut
acceptable manner in order that the transactiontenwplated herein are consummated as originallyecoplated to the fullest extent possible.
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4.12 Headings The headings contained in this Agreement argémposes of convenience only and shall not affeetrheaning «
interpretation of this Agreement.

4.13 Entire Agreement This Agreement, together with the exhibits heremnstitute the entire agreement and supersetgsial
agreements and understandings, both written aridaon®@ng the parties with respect to the subjedten&ereof.

4.14 Governing Law This Agreement will be governed by and constrireédiccordance with the laws of the State of NewKk
(regardless of the laws that might otherwise gowatder applicable principles or rules of confliofdaw to the extent such principles or rt
are not mandatorily applicable by statute and weoetglire the application of the laws of anotheisgiction).

4.15 Consent to JurisdictiorEach party irrevocably submits to the exclusiugsgiction of (a) the Supreme Court of the Stdtélew
York, New York County, and (b) the United Statestiict Court for the Southern District of New Yoffloy the purposes of any suit, actior
other proceeding arising out of this Agreementmy transaction contemplated hereby (and agreesonodbmmence any such suit, actiol
other proceeding except in such courts). Each dartiler agrees that service of any process, surapmastice or document by U.S. registe
mail to such partys respective address set forth or referred to 8tiGe4.10 shall be effective service of processdiay such suit, action
other proceeding. Each party irrevocably and unitimmally waives any objection to the laying of wenof any such suit, action or ot
proceeding in (i) the Supreme Court of the Stat®eiv York, New York County, and (ii) the United &ta District Court for the Southe
District of New York, that any such suit, actionaiher proceeding brought in any such court has besught in an inconvenient forum.

4.16 Waiver of Jury Trial Each party hereby waives, to the fullest extemtrptted by Applicable Law, any right it may haweea tria
by jury in respect of any suit, action or otherq®eding arising out of this Agreement or any tratisa contemplated hereby. Each party
certifies and acknowledges that no representatigent or attorney of any other party has repredemtepressly or otherwise, that such ¢
party would not, in the event of litigation, seekenforce the foregoing waiver, and (b) acknowledfeat it understands and has considere
implications of this wavier and makes this wavietuntarily, and that it and the other parties hbgen induced to enter into the Agreemen
among other things, the mutual waivers and cedtifims in this Agreement.
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4.17 Enforcement Each party hereto acknowledges that money damagelsl not be an adequate remedy in the eventatiabf the
covenants or agreements in this Agreement are exdononed in accordance with its terms, and it er¢fiore agreed that in addition to
without limiting any other remedy or right it magve, the norbreaching party will have the right to an injunatidgemporary restraining orc
or other equitable relief in any court of competpmisdiction enjoining any such breach and enfaycspecifically the terms and provisii
hereof. In the event that the Company or Tengraall $ite suit to enforce the covenants containedhis Agreement (or obtain any ot
remedy in respect of any breach thereof), the fliieggparty in the suit shall be entitled to recovia addition to all other damages to whic
may be entitled, the costs incurred by such partsonducting the suit, including, without limitatioreasonable attorney's fees and expenses.

4.18 Counterparts; Facsimile Signaturéhis Agreement may be executed in any numbeoohterparts, each of which shall be
original, but all of which together shall constéuine instrument. This Agreement may be executdddsymile signature(s).

4.19 Removal of Colin Dyne as a Partyhe Company, Tengram and Dyne hereby acknowladdeagree that, as of the date of
Agreement, Dyne is hereby removed as a party ®Algreement and the Original Agreement and shalé e further rights or obligatio
hereunder or thereunder.
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IN WITNESS WHEREOF, the parties hereto have dulgoeted this Agreement by their authorized repredimes as of the date fi
above written.

SEQUENTIAL BRANDS GROUP, INC. Address for Notice:
By: /s/Yehuda Shmidman 1065 Avenue of Americas, Suite 17
Name: Yehuda Shmidme New York, NY 1001¢

Title: Chief Executive Office

TCP WR ACQUISITION, LLC Address for Notice:
By: /[s/William Sweedler 15 Riverside Ave
Name: William Sweedle Westport, CT 0688

Title: Authorized Signator

ACKNOWLEDGED AND AGREED

COLIN DYNE

By: [s/Colin Dyne
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EXHIBIT 31.1

Certification of CEO Pursuant to
Securities Exchange Act Rules 13a-14 and 15d-14
as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Yehuda Shmidman, certify that:
1. I have reviewed this quarterly repartFfmrm 10-Q of Sequential Brands Group, Inc.;

2. Based on my knowledge, this report dogscontain any untrue statement of a material daomit to state a material fi
necessary to make the statements made, in ligheafircumstances under which such statements wade, not misleading with respect to
period covered by this report;

3. Based on my knowledge, the financiateshents, and other financial information includedhis report, fairly present in .
material respects the financial condition, resoftsperations and cash flows of the registrantfaara for, the periods presented in this report;

4, The registrargt’ other certifying officer(s) and | are responsifite establishing and maintaining disclosure cdstranc
procedures (as defined in Exchange Act Rules 18a}khd 15dt5(e)) and internal control over financial repogtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a) Designed such disclosure controls aedquures, or caused such disclosure controls sowkgures to be desigr
under our supervision, to ensure that materialrinédgion relating to the registrant, including ittnsolidated subsidiaries, is made known 1
by others within those entities, particularly dgrihe period in which this report is being prepared

b) Designed such internal control oveaficial reporting, or caused such internal contv@rdinancial reporting to |
designed under our supervision, to provide readeradsurance regarding the reliability of financigporting and the preparation of finan
statements for external purposes in accordancegeitierally accepted accounting principles;

C) Evaluated the effectiveness of the stegnts disclosure controls and procedures and presentdus report oL
conclusions about the effectiveness of the disceosontrols and procedures, as of the end of thiegeovered by this report based on ¢
evaluation; and

d) Disclosed in this report any changéhim registrans internal control over financial reporting thatomed during th
registrants most recent fiscal quarter (the registrant'stfofiscal quarter in the case of an annual repibid} has materially affected, ol
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrarg’other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob ove
financial reporting, to the registrant's auditonsdathe audit committee of the registrantioard of directors (or persons performing
equivalent functions):

a) All significant deficiencies and mag#triveaknesses in the design or operation of interoatrol over financic
reporting which are reasonably likely to adversafgct the registrant’ ability to record, process, summarize and refimaincial informatior
and

b) Any fraud, whether or not material,tthavolves management or other employees who hasigraficant role in th
registrant’s internal control over financial repogt

Date: May 15, 201

/s/ Yehuda Shmidmsa
Yehuda Shmidma
Chief Executive Office




EXHIBIT 31.2

Certification of CFO Pursuant to
Securities Exchange Act Rules 13a-14 and 15d-14
as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Gary Klein, certify that:
1. I have reviewed this quarterly repartFfmrm 10-Q of Sequential Brands Group, Inc.;

2. Based on my knowledge, this report dogscontain any untrue statement of a material daomit to state a material fi
necessary to make the statements made, in ligheafircumstances under which such statements wade, not misleading with respect to
period covered by this report;

3. Based on my knowledge, the financiateshents, and other financial information includedhis report, fairly present in .
material respects the financial condition, resoftsperations and cash flows of the registrantfaara for, the periods presented in this report;

4, The registrargt’ other certifying officer(s) and | are responsifite establishing and maintaining disclosure cdstranc
procedures (as defined in Exchange Act Rules 18a}khd 15dt5(e)) and internal control over financial repogtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a) Designed such disclosure controls aedquures, or caused such disclosure controls sowkgures to be desigr
under our supervision, to ensure that materialrinédgion relating to the registrant, including ittnsolidated subsidiaries, is made known 1
by others within those entities, particularly dgrihe period in which this report is being prepared

b) Designed such internal control oveaficial reporting, or caused such internal contv@rdinancial reporting to |
designed under our supervision, to provide readeradsurance regarding the reliability of financigporting and the preparation of finan
statements for external purposes in accordancegeitierally accepted accounting principles;

C) Evaluated the effectiveness of the stegnts disclosure controls and procedures and presentdus report oL
conclusions about the effectiveness of the disceosontrols and procedures, as of the end of thiegeovered by this report based on ¢
evaluation; and

d) Disclosed in this report any changéhim registrans internal control over financial reporting thatomed during th
registrant's most recent fiscal quarter (the reaysts fourth fiscal quarter in the case of an ahmaport) that has materially affected, c
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrarg’other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob ove
financial reporting, to the registrant's auditonsdathe audit committee of the registrantioard of directors (or persons performing
equivalent functions):

a) All significant deficiencies and mag#triveaknesses in the design or operation of interoatrol over financic
reporting which are reasonably likely to adversafgct the registrant’ ability to record, process, summarize and refimaincial informatior
and

b) Any fraud, whether or not material,tthavolves management or other employees who hasigraficant role in th
registrant’s internal control over financial repogt

Date: May 15, 201

/sl Gary Klein
Gary Klein
Chief Financial Office




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. Section 1350, as adoptedipoir$o Section 906 of the Sarbari@dey Act of 2002, in connection with the filing tfe
Quarterly Report on Form 10-Q for the Quarter Endatch 31, 2013 (the “Report”) by Sequential Bra@®up, Inc. (“Registrant”)the
undersigned hereby certifies that:

1. The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

2. The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations

Registrant
Date: May 15, 2013 /s/ Yehuda Shmidms
Yehuda Shmidma
Chief Executive Office
Date: May 15, 2013 /s/ Gary Klein

Gary Klein
Chief Financial Office




