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ITEM 5.02

DEPARTURE OF DIRECTORS OR CERTAIN OFFICERS; ELECTION OF DIRECTORS; APPOINTMENT OF CERTAIN
OFFICERS; COMPENSATORY ARRANGEMENTS OF CERTAIN OFFICERS

On February 2, 2018, as previously reported, the Company’s predecessor, Global Partner Acquisition Corp. (“GPAC”), whose name was
changed to Purple Innovation, Inc., consummated a merger transaction (the “Business Combination”) pursuant to that certain Agreement and Plan
of Merger (the “Merger Agreement”) by and among GPAC, PRPL Acquisition, LLC, a wholly owned subsidiary of GPAC (the “Merger Sub”),
Purple Innovation, LLC (“Purple LLC”), InnoHold, LLC (“InnoHold”), the sole equity owner of Purple LLC, and Global Partner Sponsor I LLC,
solely in its capacity thereunder as the representative of GPAC after the Business Combination contemplated by the Merger Agreement, which
provided for the Company’s acquisition of Purple LLC’s business through the merger of Merger Sub with and into Purple LLC, with Purple LLC
being the survivor in the Business Combination. InnoHold received compensation in the Business Combination in the form of cash and Class B
Units in Purple LLC and an equal number of Class B Common Stock in the Company (the “Purple Paired Securities”).
Prior to the Business Combination, Purple LLC, pursuant to the 2016 Equity Incentive Plan approved by InnoHold and Purple LLC,
awarded incentive units to Purple Team LLC and Purple Team LLC awarded an equivalent number of Purple Team LLC incentive units to certain
Purple LLC employees. In conjunction with the Business Combination, Purple Team LLC merged into InnoHold with InnoHold being the surviving
entity and the Purple Team LLC incentive units were cancelled and new incentive units (the “InnoHold Class B Units”) were issued by InnoHold
under its own limited liability company agreement (the “InnoHold Operating Agreement”). Under the terms of the InnoHold Operating Agreement
relating to the InnoHold Class B Units, the holders thereof (the “Incentive Holders”) were only eligible to participate in InnoHold’s distributions, if
any, after the distribution threshold of approximately $135.0 million was met and in accordance with the same vesting schedule that existed at the
time of the initial grant of incentive units from Purple Team LLC. The $135.0 million threshold was considered a performance condition. The
Incentive Holders could participate in tax and discretionary distributions once the remaining threshold was met. As of March 31, 2019, the
remaining threshold was approximately $96.6 million.
On February 8, 2019, InnoHold initiated a tender offer to each of these Incentive Holders to distribute to each a pro rata number of the
Purple Paired Securities held by InnoHold in exchange for the cancellation of their ownership interests in InnoHold. All InnoHold Incentive
Holders accepted the offer, and each transaction closed on June 25, 2019. As of the closing of the tender offer, those Incentive Holders are entitled
to receive, based on their pro rata holdings of InnoHold Class B Units, a portion of 2,512,614 shares of Purple Paired Securities, of which a total of
1,694,367 were distributed at the closing and 818,247 may be distributed in the future. Once the distribution is complete Sam Bernards, the former
Chief Executive Officer of Purple Innovation, Inc., will have received 669,032 Purple Paired Securities. The amount of such Purple Paired Securities,
which includes Class B Common Stock in the Company, held by InnoHold will be reduced from 41.6 million shares to 39.1 million shares once the
distributions are complete. This transfer results in the recognition of stock compensation expense for Purple LLC. These transactions are not
dilutive to any stockholder holding or having rights to purchase the Company’s Class A Common Stock.
The InnoHold tender offer included a provision that waived the distribution threshold, which resulted in the Incentive Holders receiving a
larger pecuniary interest than they otherwise would have received. Also, as a result of the waiver, the remaining owners of InnoHold (principally
Tony Pearce and Terry Pearce, Purple LLC’s founders) have a resulting smaller pecuniary interest than if the distribution threshold had not been
waived. In addition, due to the waiver, a corresponding portion of the Purple Paired Securities being distributed, including all of the remaining
818,247 shares yet to be distributed, are subject to taxes. These remaining distributions are likely to be made on a cashless basis, and it is
anticipated that shares will be exchanged for shares of the Company’s Class A Common Stock, pursuant to that certain February 2, 2018 Exchange
Agreement entered into as part of the Business Combination, and then sold to cover these taxes. These sales will increase the publicly tradeable
shares of the Company’s Class A Common Stock without any resulting dilution. These distribution(s) will occur at times and in amounts
determined solely by Purple LLC, but no additional distribution will occur after June 25, 2020.
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SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
Dated: July 1, 2019

PURPLE INNOVATION, INC.
By: /s/ Craig L. Phillips
Craig L. Phillips
Interim Chief Financial Officer

2

(Back To Top)

