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PART 1. FINANCIAL INFORMATION
ITEM 1. Financial Statements



PFSWEB, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(In Thousands, Except Share Data)

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net of reserve for credit loss of $383 and $365 at June 30, 2023 and December 31, 2022, respectively
Other receivables
Prepaid expenses and other current assets
Total current assets
Property and equipment:
Cost
Less: accumulated depreciation

Operating lease right-of-use assets, net
Goodwill
Other assets
Total assets
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Trade accounts payable
Accrued expenses
Current portion of operating lease liabilities
Current portion of finance lease obligations
Deferred revenues
Total current liabilities
Finance lease obligations, less current portion
Deferred revenue, less current portion
Operating lease liabilities, less current portion
Other liabilities
Total liabilities

Commitments and Contingencies

Shareholders' equity:
Preferred stock, $1.00 par value; 1,000,000 shares authorized; none issued or outstanding

Common stock, $0.001 par value; 35,000,000 shares authorized; 23,084,766 and 22,725,116 issued and 22,711,736 and 22,691,649 outstanding
at June 30, 2023 and December 31, 2022, respectively

Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive loss

Treasury stock at cost, 373,030 and 33,467 shares at June 30, 2023 and December 31, 2022, respectively
Total shareholders’ equity

Total liabilities and shareholders’ equity

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

(Unaudited) June 30,
2023

December 31,

2022
39,022 $ 30,034
44,917 82,540

2,251 9,578
6,478 7,665
92,668 129,817
78,919 80,131

(58,459) (59,243)
20,460 20,388
34,979 30,841
21,795 21,310

1,717 1,806

171,619 § 204,662
18288 $ 38,518
22,659 36,973

8,987 8,284
53 72
2,521 3,906
52,508 87,753
3 22

930 870
28,454 25,478
4,378 4,315
86,273 118,438
23 23

181,853 180,353

(92,397) (90,893)
(2,592) (3,134)
(1,541) (125)
85,346 86,224

171,619 $ 204,662




UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE INCOME (LOSS)

Revenues:
Service fee revenue
Product revenue, net
Pass-through revenue
Total revenues
Costs of revenues:
Cost of service fee revenue
Cost of product revenue
Cost of pass-through revenue
Total costs of revenues
Gross profit
Selling, general and administrative expenses
Loss from continuing operations
Interest income, net
Loss from continuing operations before income taxes
Income tax expense (benefit), net
Net loss from continuing operations

Income from discontinued operations before income taxes
Income tax expense, net
Net income from discontinued operations

Net loss

Basic loss per share:
Net loss from continuing operations per share
Net income from discontinued operations per share
Basic loss per share
Diluted loss per share:
Net loss from continuing operations per share
Net income from discontinued operations per share
Diluted loss per share
Weighted average number of shares outstanding:
Basic
Diluted
Comprehensive income (loss):
Net loss
Foreign currency translation adjustment
Total comprehensive income (loss)

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

PFSWEB, INC. AND SUBSIDIARIES

(In Thousands, Except Per Share Data)

Three Months Ended
June 30, Six Months Ended June 30,
2023 2022 2023 2022

$ 48,206 $ 45234 $ 95,818 $ 90,765
— 122 — 3,319

19,716 19,278 41,368 37,037

67,922 64,634 137,186 131,121

36,314 35,645 72,311 72,137

— 104 — 3,055

19,716 19,278 41,368 37,037

56,030 55,027 113,679 112,229

11,892 9,607 23,507 18,892

12,286 14,077 24,818 30,505

(394) (4,470) (1,311) (11,613)

(254) (151) (332) (145)

(140) (4,319) (979) (11,468)

(12) 184 633 502

(128) (4,503) (1,612) (11,970)

— 180 — 180

— 180 — 180

$ (128) $ (4,323) $ (1,612) $ (11,790)
$ (0.01) $ (0.20) $ 0.07) $ (0.53)
— 0.01 — 0.01

$ (0.01) $ (0.19) $ (0.07) $ (0.52)
$ (0.01) $ (0.20) $ 0.07) $ (0.53)
— 0.01 — 0.01

$ (0.01) $ (0.19) $ (0.07) $ (0.52)
22,788 22,650 22,933 22,547
22,788 22,650 22,933 22,547

$ (128) $ 4323) $ (1,612) $ (11,790)
352 (1,267) 542 (1,774)

$ 224 $ (5,590) $ (1,070) $ (13,564)




Balance, December 31, 2022
Net loss
Stock-based compensation

Issuance of shares under stock-based
compensation awards

Tax withholding on shares issued under
stock-based compensation awards

Adjustments to dividend equivalents, net
Repurchase of common stock
Foreign currency translation
Balance, March 31, 2023
Net loss
Stock-based compensation

Issuance of shares under stock-based
compensation awards

Tax withholding on shares issued under
stock-based compensation awards

Repurchase of common stock
Foreign currency translation
Balance, June 30, 2023

Balance, December 31, 2021
Net loss
Stock-based compensation
Exercise of stock options

Issuance of shares under stock-based
compensation awards

Tax withholding on shares issued under
stock-based compensation awards

Foreign currency translation
Balance, March 31, 2022

Net loss

Stock-based compensation

Exercise of stock options

Issuance of shares under stock-based
compensation awards

Tax withholding on shares issued under
stock-based compensation awards

Foreign currency translation

Balance, June 30, 2022

PFSWEB, INC. AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(In Thousands, Except Share Data)

Retained Accumulated
Additional Earnings Other Total
Common Stock Paid-In (Accumulated Comprehensive Treasury Stock Shareholders'
Shares Amount Capital Deficit) Loss Shares Amount Equity

22,725,116 23 $ 180,353 $ (90,893) $ (3,134) 33,467 $ (125) 86,224
— — — (1,484) — — — (1,484)

- = 1,004 = - - - 1,004
331,397 — — — — — — —
— — (696) — — — — (696)

— — — 108 — — — 108

— — — — — 96,097 (396) (396)

— — — — 190 — — 190
23,056,513 23 $ 180,661 $ (92,269) $ (2,944) 129,564 (521) 84,950
— — — (128) — — — (128)

— — 1,226 — — — — 1,226

28,253 — — — _ _ _ _

— — (34) — — — — (34)

— — — — — 243,466 (1,020) (1,020)

— — — — 352 — — 352
23,084,766 23 $ 181,853 $ (92,397) $ (2,592) 373,030 $ (1,541) 85,346
22,131,546 21§ 177511 § 33,522 § (1,153) 33,467 $ (125) 209,776
— — — (7,467) — — — (7,467)

— — 739 — — — — 739

55,999 — 303 — — — — 303
287,317 — — — — — — —
— — (1,303) — — — — (1,303)
— — — — (507) — — (507)
22,474,862 21 $ 177,250 $ 26,055 $ (1,660) 33,467 $ (125) 201,541
— — — (4,323) — — — (4,323)

— — 577 — — — — 577

32,875 — 134 — — — — 134
168,858 1 — — — — — 1
— — (953) — — — — (953)
- - - - (1,267) - - (1,267)
22,676,595 2 % 177,008 $ 21,732 § (2,927) 33,467 $ (125) 195,710

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.



PFSWEB, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In Thousands)
Six Months Ended June 30,
2023 2022
Cash flows from operating activities:
Net loss $ 1,612) $ (11,790)
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization 4,106 3,677
Gain on LiveArea Transaction — (180)
Deferred income taxes 172 43
Stock-based compensation expense 2,230 1,316
Other 26 (159)
Changes in operating assets and liabilities:
Accounts receivable 37,951 28,584
Inventories — 3,185
Prepaid expenses, other receivables and other assets 9,111 (599)
Operating leases (207) (1,173)
Trade accounts payable, deferred revenues, accrued expenses and other liabilities (33,486) (20,153)
Net cash provided by operating activities 18,291 2,751
Cash flows from investing activities:
Purchases of property and equipment (3,141) (4,663)
Proceeds from sale of property and equipment 8 26
Net cash used in investing activities (3,133) (4,637)
Cash flows from financing activities:
Net proceeds from issuance of common stock — 436
Taxes paid on behalf of employees for withheld shares (730) (2,255)
Payment of dividend equivalents (3,480) —
Repurchase of common stock (1,416) —
Payment of debt issuance costs (439) —
Payments on finance lease obligations (64) (162)
Net cash used in financing activities (6,129) (1,981)
Effect of exchange rates on cash, cash equivalents and restricted cash (41) (508)
Net increase (decrease) in cash and cash equivalents 8,988 (4,375)
Cash and cash equivalents, beginning of period 30,034 152,332
Restricted cash, beginning of period — 214
Cash, cash equivalents and restricted cash, beginning of period 30,034 152,546
Cash and cash equivalents, end of period 39,022 148,171
Restricted cash, end of period — —
Cash, cash equivalents and restricted cash, end of period $ 39,022 $ 148,171
Supplemental cash flow information:
Cash received for income taxes $ 7,544  $ 56
Cash received for interest income $ 545 § 176
Cash paid for income taxes $ 1,670 $ 5,670
Cash paid for interest expense $ 213 $ 7
Non-cash investing and financing activities:
Property and equipment acquired under long-term debt and finance leases $ —  $ 13
Operating lease right-of-use assets acquired under operating lease liabilities $ 7,753 $ 622

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.



PFSWEB, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Presentation

The accompanying unaudited condensed consolidated financial statements of PFSweb, Inc. and its subsidiaries have been prepared pursuant to the rules and regulations of
the Securities and Exchange Commission (“SEC”) and include all normal and recurring adjustments necessary to present fairly the unaudited condensed consolidated balance sheets,
statements of operations and comprehensive income, statements of shareholders' equity, and statements of cash flows for the periods indicated. Certain information and note
disclosures normally included in annual financial statements prepared in accordance with accounting principles generally accepted in the United States (“U.S. GAAP”) have been
condensed or omitted pursuant to the rules and regulations of the SEC. This report should be read in conjunction with our Annual Report on Form 10-K and as amended by Form 10-
K/A for the year ended December 31, 2022. We refer to PFSweb, Inc. and its consolidated subsidiaries collectively as “PFSweb,” the “Company,” “us,” “we” and “our” in these
unaudited condensed consolidated financial statements.

Results of our operations for interim periods may not be indicative of results for the full fiscal year.

2. Significant Accounting Policies

Use of Estimates

The preparation of consolidated financial statements and related disclosures in conformity with U.S. GAAP requires management to make judgments, estimates and
assumptions that affect the reported amounts of assets, liabilities, revenues and expenses and disclosure of contingent assets and liabilities. The recognition and allocation of certain
revenues, costs of revenues and selling, general and administrative expenses in these unaudited condensed consolidated financial statements also require management estimates and
assumptions.

Estimates and assumptions about future events and their effects cannot be determined with certainty. The Company bases its estimates on historical experience and various
other assumptions believed to be applicable and reasonable under the circumstances. These estimates may change as new events occur, as additional information is obtained and as
the operating environment changes. These changes have been included in the unaudited condensed consolidated financial statements as soon as they became known. In addition,
management is periodically faced with uncertainties, the outcomes of which are not within its control and will not be known for prolonged periods of time. Based on a critical
assessment of accounting policies and the underlying judgments and uncertainties affecting the application of those policies, management believes the Company’s unaudited
condensed consolidated financial statements are fairly stated in accordance with U.S. GAAP and provide a fair presentation of the Company’s financial position and results of
operations.

Long-Lived Assets, Goodwill

Long-lived assets include property and equipment, goodwill and certain other assets. We make judgments and estimates in conjunction with the carrying value of these
assets, including amounts to be capitalized, depreciation methods and useful lives. Additionally, we review long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. We review goodwill for impairment at least annually, on October 1. We record impairment losses
in the period in which we determine the carrying amount is not recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an
asset to future net cash flows expected to be generated by the asset. This may require us to make judgments regarding long-term forecasts of our future revenues and costs related to
the assets subject to review.

Income Taxes

For the three and six months ended June 30, 2023 and 2022, we have utilized the discrete effective tax rate method, as allowed by Accounting Standards Codification
(“ASC”) 740-270-30-18, “Income Taxes—Interim Reporting,” to calculate the interim income tax provision. The discrete method is applied when the application of the estimated
annual effective tax rate is impractical because it is not possible to reliably estimate the annual effective tax rate. The discrete method treats the year to date period as if it was the
annual period and determines the income tax expense or benefit on that basis. We believe that, at this time, the use of this discrete method is more appropriate than the annual
effective tax rate method as (i) the estimated annual effective tax rate method is not reliable due to the high degree of uncertainty in estimating annual pretax earnings by certain
jurisdictions and (ii) our ongoing assessment that the recoverability of our deferred tax assets is not likely in certain jurisdictions.

Impact of Recently Issued Accounting Standards

On January 1, 2023, we adopted ASC 326 "Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments," ("ASC 326") using
the prospective transition approach. This standard requires the measurement and recognition of expected credit losses for financial assets held at amortized cost. ASC 326 replaces
the existing



incurred loss impairment model with an expected loss methodology, which will result in more timely recognition of credit losses. The adoption of this standard did not have a
material impact on our condensed consolidated financial statements.

3. Commitments and Contingencies
Commitments
In June 2023, the Company commenced a 120 month operating lease commitment for approximately 72,000 square feet of warehouse space in Fareham, United Kingdom.

This lease increased our right of use asset approximately $6.9 million and current and long-term operating lease liability balance approximately $0.4 million and $6.2 million,
respectively, as of the lease commencement date.

In July 2023, the Company commenced a 124 month operating lease commitment for approximately 187,000 square feet of warehouse and office space in Irving, Texas.
This lease will increase our right of use asset approximately $16.4 million and current and long-term operating lease liability balance approximately $0.7 million and $15.7 million,
respectively, as of the lease commencement date.
Litigation

The Company is subject to claims in the ordinary course of business, including employee related claims and claims of alleged infringement by the Company or its
subsidiaries or that of its clients of the patents, trademarks and other intellectual property rights of third parties. The Company is generally required to indemnify its service fee
clients against any third party claims asserted against such clients. While we are unable to determine the ultimate outcome of any liabilities resulting from these claims, we do not
believe the resolution of any particular matter will have a material adverse effect on the Company’s financial position or results of operations.
4. Discontinued Operations

On August 25, 2021, the Company closed a transaction to sell its LiveArea business (the "LiveArea Transaction"). The LiveArea business has been presented as a
discontinued operation beginning with the Company's June 30, 2021 Form 10-Q.

In the three months ended June 30, 2022, the Company recorded an adjustment to the original purchase price allocation and recognized an incremental $0.2 million gain on
sale in the consolidated statement of operations and comprehensive income (loss).

5. Revenue from Contracts with Clients and Customers

Contract Assets and Contract Liabilities

Costs to fulfill contract assets decreased $1.3 million from December 31, 2022 to June 30, 2023, primarily due to amortization and recognition of costs. Costs to fulfill
contract assets relate to deferred costs, which are included within other current assets and/or other assets, and software development costs, which are included within property and
equipment, in our condensed consolidated balance sheets.

Contract liabilities were $7.5 million at December 31, 2022, of which $2.1 million was recognized as revenue during the six months ended June 30, 2023.

The timing of revenue recognition, billings and cash collections results in billed accounts receivable, unbilled receivables, and client advances and deposits (contract
liabilities) on the condensed consolidated balance sheets. Changes in the contract asset and liability balances during the six months ended June 30, 2023 were not materially impacted
by any other factors.

Contract balances consist of the following (in thousands):

June 30, 2023 December 31, 2022
Contract Assets
Costs to fulfill $ 2,487 $ 3,829
Total contract assets $ 2,487 $ 3,829
Contract Liabilities
Accrued contract liabilities $ 1,649 $ 2,757
Deferred revenue 3,451 4,776
Total contract liabilities $ 5,100 $ 7,533




Remaining performance obligations represent the transaction price of firm orders for which work has not yet been performed. The amount reported for remaining
performance obligations does not include 1) contracts that are less than one year in duration, 2) contracts for which we recognize revenue based on the right to invoice for services
performed, or 3) variable consideration allocated entirely to a wholly unsatisfied performance obligation. Much of our revenue qualifies for one of these exemptions. As of June 30,
2023, the aggregate amount of the transaction price allocated to remaining performance obligations for contracts with an original expected duration of one year or more was $22.1
million. We expect to recognize revenue on approximately 33% of the remaining performance obligations in 2023, 33% in 2024, and the remaining recognized thereafter.

Disaggregation of Revenues

The following table presents our revenues, excluding sales and usage-based taxes, disaggregated by region (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Revenues by region:
United States $ 56,375 $ 54,358 $ 114,180 $ 110,298
Canada 1,066 1,090 2,350 2,322
Europe 10,481 9,186 20,656 18,501
Total revenues $ 67,922 $ 64,634 $ 137,186 $ 131,121

6. Revolving Credit Facility

In June 2023, the Company, as Parent Guarantor, along with the Company’s subsidiary, Priority Fulfillment Services, Inc. (“PFS”), as Borrower, entered into a credit
agreement (“Credit Agreement”) with Texas Capital Bank, as agent for itself and one or more lenders now or hereafter made a party thereto (the “Lenders”). Under the Credit
Agreement, and subject to the terms set forth therein, the Lenders have agreed to provide PFS with cash borrowings or issuances of letters of credit of up to $25.0 million (the
"Revolving Credit Facility"). Availability under the Revolving Credit Facility is based on a defined percentage of eligible accounts receivable.

The interest rate applicable to the Revolving Credit Facility is, at the Company’s option, either (a) Secured overnight funding rate (“SOFR”), plus an adjustment of 0.10% to
0.25% based on the borrowing term, plus an applicable margin ranging from 2.25% to 2.75% per annum, based on the Company's utilization of the Revolving Credit Facility or (b)
the Alternate Base Rate plus an applicable margin ranging from 1.25% to 1.75% per annum, based on the Company's utilization of the Revolving Credit Facility, both options being
subject to a 1.00% floor. The Alternate Base Rate is the highest of (i) Prime Rate of interest as published in The Wall Street Journal as the then-current U.S. Prime Rate, (ii) the
Federal Funds rate for such day plus 0.5% and (iii) adjusted term SOFR rate for a one-month interest period plus 1.00%. Quarterly, the company is required to pay a commitment fee
ranging from 0.375% to 0.50% per annum on the unused portion of the Revolving Credit Facility. The Revolving Credit Facility matures on the earlier of (i) June 16, 2028 and (ii)
the date of termination of the commitments under the Credit Agreement.

All obligations to the Lenders under the Credit Agreement are secured by a guaranty of the Company and each Subsidiary Guarantor and, pursuant to the terms of a separate
Pledge and Security Agreement, a lien on substantially all of the assets of PFS and the Subsidiary Guarantors, and a pledge by PFS and each Subsidiary Guarantor of 100% of the
equity capital of its respective U.S. subsidiaries and 65% of the equity capital of its respective foreign subsidiaries.

In conjunction with the closing of the Revolving Credit Facility, the Company incurred $0.4 million of issuance costs recorded as Other Assets on the Company's condensed
consolidated balance sheet and is amortizing the costs over the term of the Credit Agreement. As of June 30, 2023, we had no borrowings outstanding under the Revolving Credit
Facility and had availability of approximately $21.1 million.

As of June 30, 2023, the Company was in compliance with all required covenants in the Revolving Credit Facility.
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7. Share Repurchase Program

During March 2023, the Company's Board of Directors approved a share repurchase program authorizing the Company to purchase up to an aggregate of 1,000,000 shares
of the Company’s common stock during a period of up to two years. The share repurchase program does not require the Company to repurchase shares and can be terminated at any
time. During the six months ended June 30, 2023, the Company repurchased 339,563 shares of its common stock in the open market at an average price of $4.15 per share for an
aggregate amount of $1.4 million pursuant to the share repurchase program, of which 243,466 shares of common stock were repurchased at an average price of $4.17 per share for an
aggregate amount of $1.0 million during the three months ended June 30, 2023. As of June 30, 2023, the Company had remaining authorization under the share repurchase program
to purchase up to 660,437 shares. The cost of repurchased shares and direct costs are recorded as treasury stock in the Company's condensed consolidated balance sheet.

8. Loss Per Share

Basic loss per share is computed by dividing net loss available to common stockholders by the weighted-average number of common shares outstanding for the reporting
period. Diluted loss per share is computed by dividing net loss available to common stockholders by the weighted-average number of common stock and common stock equivalents
outstanding for the reporting period. In periods when we recognize a net loss from continuing operations, we exclude the impact of outstanding common stock equivalents from the
diluted loss per share calculation as their inclusion would have an antidilutive effect. As of June 30, 2023 and 2022 we had outstanding common stock equivalents of approximately
1.8 million and 1.7 million, respectively, that have been excluded from the calculations of diluted earnings per share attributable to common stockholders because their effect would
have been antidilutive.

9. Stock-Based Compensation

In January 2023, the Company completed its annual grant of restricted stock units and performance-based units to certain executives and employees under the Company’s
Stock and Incentive Plans, as amended and restated, (the "Employee Plans") that allow them to earn up to approximately 620,700 shares of common stock that will vest, subject to
meeting certain criteria, over a period of up to three years. Stock-based compensation expense was $1.2 million and $0.6 million for the three months ended June 30, 2023 and 2022,
respectively and $2.2 million and $1.3 million for the six months ended June 30, 2023 and 2022, respectively. These expenses were included as a component of selling, general and
administrative expenses in the condensed consolidated statements of operations and comprehensive income (loss).

During the six months ended June 30, 2023, the Company paid dividend equivalents of $3.5 million related to a special dividend equivalent declared and accrued during the
fourth quarter of 2022. As of June 30, 2023, the Company had $3.8 million remaining accrued for the dividend equivalents payable to holders of eligible outstanding awards under
the Employee Plans, of which $3.4 million and $0.4 million are included in accrued expenses and other liabilities, respectively, on the condensed consolidated balance sheet.
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ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our results of operations and financial condition should be read in conjunction with the unaudited condensed consolidated financial
statements and related notes appearing elsewhere in this Form 10-Q.

Forward-Looking Information

This Form 10-Q contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, Section 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange Act of 1934, including statements that involve expectations, plans or intentions (such as those relating to future business, future results of
operations or financial condition, new or planned features or services, or management strategies). You can identify these forward-looking statements by words such as “may,” “will,”
“would,” “should,” “could,” “expect,” “anticipate,” “believe,” “estimate,” “intend,” “plan,” “potential,” “project,” “predict,” “future,” “target,” “seek,” “continue” and other similar
expressions. These forward-looking statements involve risks and uncertainties and may include assumptions as to how we may perform in the future. Although we believe the
expectations reflected in our forward-looking statements are reasonable, we cannot guarantee these expectations will actually be achieved. In addition, some forward-looking
statements are based upon assumptions about future events that may not prove to be accurate. Therefore, our actual results may differ materially from those expressed or implied in
our forward-looking statements. Such risks and uncertainties include, among others, those discussed in “Part I, Item 1A: Risk Factors” of our Annual Report on Form 10-K for the
fiscal year ended December 31, 2022 filed with the Securities and Exchange Commission (the "SEC") on March 14, 2023 (the “Annual Report”), as well as in our consolidated
financial statements, related notes, and the other information appearing elsewhere in the Annual Report and our other filings with the SEC, including our quarterly reports on Form
10-Q. We do not intend, and undertake no obligation, to update any of our forward-looking statements after the date of this report to reflect actual results or future events or
circumstances. There may be additional risks we do not currently view as material or that are not presently known or that are beyond our ability to control or predict. Given these
risks and uncertainties, investors are cautioned not to place undue reliance on such forward-looking statements.
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Key Events and Trends

In March 2023, the Company's Board of Directors approved a share repurchase program authorizing the Company to purchase up to an aggregate of 1,000,000 shares of the
Company’s common stock during a period of up to two years. The share repurchase program does not require the Company to repurchase shares and can be terminated at any time.
During the six months ended June 30, 2023, the Company repurchased 339,563 shares of its common stock in the open market at an average price of $4.15 per share for an aggregate
amount of $1.4 million pursuant to the share repurchase program, of which 243,466 shares of common stock were repurchased at an average price of $4.17 per share for an aggregate
amount of $1.0 million during the three months ended June 30, 2023. As of June 30, 2023, the Company had remaining authorization under the share repurchase program to purchase
up to 660,437 shares.

In June 2023, the Company, as Parent Guarantor, along with the Company’s subsidiary, Priority Fulfillment Services, Inc. (“PFS”), as Borrower, entered into a credit
agreement (“Credit Agreement”) with Texas Capital Bank, as agent for itself and one or more lenders now or hereafter made a party thereto (the “Lenders”). Under the Credit
Agreement, and subject to the terms set forth therein, the Lenders have agreed to provide PFS with cash borrowings or issuances of letters of credit of up to $25.0 million (the
"Revolving Credit Facility"). Availability under the Revolving Credit Facility is based on a defined percentage of eligible accounts receivable.

The interest rate applicable to the Revolving Credit Facility is, at the Company’s option, either (a) Secured overnight funding rate (“SOFR”), plus an adjustment of 0.10% to
0.25% based on the borrowing term, plus an applicable margin ranging from 2.25% to 2.75% per annum, based on the Company's utilization of the Revolving Credit Facility or (b)
the Alternate Base Rate plus an applicable margin ranging from 1.25% to 1.75% per annum, based on the Company's utilization of the Revolving Credit Facility, both options being
subject to a 1.00% floor. The Alternate Base Rate is the highest of (i) Prime Rate of interest as published in The Wall Street Journal as the then-current U.S. Prime Rate, (ii) the
Federal Funds rate for such day plus 0.5% and (iii) adjusted term SOFR rate for a one-month interest period plus 1.00%. Quarterly, the company is required to pay a commitment fee
ranging from 0.375% to 0.50% per annum on the unused portion of the Revolving Credit Facility. The Revolving Credit Facility matures on the earlier of (i) June 16, 2028 and (ii)
the date of termination of the commitments under the Credit Agreement.

Overview

PFS is a premier eCommerce order fulfillment provider for consumer branded manufacturers, internet retailers, and distributors, bringing together technologies, systems and
people to create exceptional post-click customer experiences that drive revenue and maximize the impact of its clients’ brands. PFS provides services to support or improve the
physical, post-click experience, such as logistics and fulfillment, transportation management, customer care, and order-to-cash services including distributed order orchestration and
payment services. We offer our services on an a la carte basis or as a bundled solution. In addition to services provided from our own operating facilities, PFS provides proprietary
technology enablement products through
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RetailConnect from client owned/operated locations to facilitate multi-node, omni-channel and in-store retail commerce. Our clients turn to us to optimize their customer experiences
and enhance their traditional and online business channels.

Operating Results

The following table discloses certain financial information about our continuing operations for the periods presented and excludes results of our discontinued operations.
The financial information below is expressed in terms of dollars, dollar change, percentage change and as a percentage of total revenues (in thousands, except percentages):

Three Months Ended % of Total % of Total
June 30, Revenues Six Months Ended June 30, Revenues
2023 2022 Change 2023 2022 2023 2022 Change 2023 2022
Revenues
Service fee revenue $ 48,206 $ 45234 $ 2,972 71.0 % 700% $ 95,818 $ 90,765 $ 5,053 69.8 % 69.2 %
Product revenue, net — 122 (122) —% 0.2% — 3,319 (3,319) — % 2.5%
Pass-through revenue 19,716 19,278 438 29.0 % 29.8 % 41,368 37,037 4,331 30.2 % 28.2 %
Total revenues 67,922 64,634 3,288 100.0 % 100.0 % 137,186 131,121 6,065 100.0 % 100.0 %
Costs of revenues
Cost of service fee revenue 36,314 35,645 669 753 % (1) 78.8 % 72,311 72,137 174 755 % (1) 79.5 %
Cost of product revenue — 104 (104) —% (2) 85.2 % — 3,055 (3,055) —% (2) 92.0 %
Cost of pass-through revenue 19,716 19,278 438 100.0 % (3) 100.0 % 41,368 37,037 4,331 100.0 % (3) 100.0 %
Total costs of revenues 56,030 55,027 1,003 82.5% 85.1 % 113,679 112,229 1,450 82.9 % 85.6 %
Service fee gross profit 11,892 9,589 2,303 247 % (1) 212 % 23,507 18,628 4,879 245% (1) 20.5 %
Product revenue gross profit — 18 (18) —% (2) 14.8 % — 264 (264) —% (2) 8.0 %
Total gross profit 11,892 9,607 2,285 17.5% 14.9 % 23,507 18,892 4,615 171 % 14.4 %
Selling, general and administrative expenses 12,286 14,077 (1,791) 18.1 % 21.8% 24,818 30,505 (5,687) 18.1 % 233 %
Loss from continuing operations (394) (4,470) 4,076 (0.6)% (6.9)% (1,311) (11,613) 10,302 (1.0)% (8.9)%
Interest income, net (254) (151) (103) (0.4)% 0.2)% (332) (145) (187) 0.2)% 0.1)%
Loss from continuing operations before income
taxes (140) (4,319) 4,179 0.2)% (6.7)% 979) (11,468) 10,489 0.7)% (8.7)%
Income tax expense (benefit), net 12) 184 (196) — % 0.3 % 633 502 131 0.5% 0.4 %
Net loss from continuing operations $ (128) $ (4,503) $ 4,375 (0.2)% (7.00% $ (1,612) $ (11,970) $ 10,358 (1.2)% (9.1)%

(1) Represents the percentage of Service fee revenue.
(2) Represents the percentage of Product revenue, net.
(3) Represents the percentage of Pass-through revenue.

Total revenues for the three and six months ended June 30, 2023 increased by $3.3 million and $6.1 million, respectively, compared with the corresponding periods in 2022.
Service fee revenue for the three and six months ended June 30, 2023 increased by $3.0 million and $5.1 million, respectively, compared to the corresponding periods in 2022 from
new client fulfillment activity and expansion of existing client relationships, partially offset by the impact of certain client transitions, a decline in call center activity and reduced
technology related services.

Product revenue, net, for the three and six months ended June 30, 2023, decreased by $0.1 million and $3.3 million, respectively, compared with the corresponding periods
in 2022. Product revenue was eliminated in April 2022 after a prior client, Ricoh, restructured its operations and, as a result, our product revenue model with this client was
discontinued.

Pass-through revenue for the three and six months ended June 30, 2023 increased by $0.4 million and $4.3 million, respectively, compared with the corresponding period in
2022. The increase is primarily due to new client activity and expansion of existing client freight activity, the primary component of pass-through revenue.

Gross margin increased by 2.6% and 2.7% for the three and six months ended June 30, 2023 compared with the corresponding periods in 2022. The increased gross margin
is due to a increase of our service fee margin of 3.5% and 4.0% for the three and six months ended June 30, 2023 compared with the corresponding periods in 2022, in part due to
productivity enhancements and certain pricing increases put into place throughout 2022. We continue to implement actions to offset increasing labor costs, including leveraging our
multi-node network, distributing work to our centers with more available labor and/or lower costs and working together with our clients to reduce costs. These benefits were partially
offset by reduced levels of higher margin technology related service fees.
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Selling, General and Administrative Expenses

Selling, general and administrative expenses decreased $1.8 million and $5.7 million for the three and six months ended June 30, 2023, respectively, compared to the
corresponding period in 2022. The decrease was primarily due to reduced professional fees, primarily resulting from costs incurred in the three and six months ended June 30, 2022
relating to the Company's prior LiveArea business unit divestiture and regaining SEC filing compliance, as well as reductions in corporate overhead costs, primarily personnel and
occupancy expenses.

Income Taxes

For the three months ended June 30, 2023, loss from continuing operations before income taxes was $0.1 million and income tax benefit was $12.0 thousand resulting in an
effective tax rate of 8.6%. For the six months ended June 30, 2023, loss from continuing operations before income taxes was $1.0 million and income tax expense was $0.6 million
resulting in an effective tax rate of (64.7)%. The effective tax rate varied from the U.S. federal statutory rate for the three and six months ended June 30, 2023 primarily due to state
and foreign taxes and deferred U.S. federal tax on discrete items.

For the three months ended June 30, 2022, loss from continuing operations before income taxes was $4.3 million and income tax expense was $0.2 million resulting in an
effective tax rate of (4.3)%. For the six months ended June 30, 2022, loss from continuing operations before income taxes was $11.5 million and income tax expense was $0.5
million resulting in an effective tax rate of (4.4)%. The effective tax rate varied from the U.S. federal statutory rate for the three and six months ended June 30, 2022 primarily due to
state and foreign tax expense.

Liquidity and Capital Resources

As of June 30, 2023, we have $39.0 million of cash and cash equivalents, no bank debt outstanding, $0.1 million of current obligations on finance leases, and $9.0 million
of current obligations on operating leases. We currently believe our cash position will satisfy our known operating cash needs, working capital and capital expenditure requirements,
lease obligations, loans to our subsidiaries, if needed, remaining dividend equivalent payables and potential share repurchases for at least the next twelve months. In addition to our
current cash available, we have availability to borrow approximately $21.1 million under our Revolving Credit Facility. However, our cash position could be impacted by the overall
economic environment and its impact on our business activity or inflation.

Cash Flows from Operating Activities

During the six months ended June 30, 2023, net cash provided by operations was $18.3 million, compared to net cash provided by operations of $2.8 million in the same
period in 2022. The increase in operating cash flow in 2023, compared to the corresponding period in 2022, was primarily due to a decrease in net loss, excluding non-cash expenses,
and changes in working capital, primarily related to the amount and timing of client revenue billings and collections and vendor purchasing and payment activity, all of which
fluctuated during our seasonal peak periods. Additionally, cash flow for the six months ended June 30, 2023 was positively impacted by the receipt of $7.5 million of tax refunds
related to prior period overpayments of estimated state income taxes, partially offset by $1.7 million of estimated taxes paid during the current year.

Working Capital

During the six months ended June 30, 2023, our working capital decreased to $40.2 million compared to $42.1 million at December 31, 2022, which was primarily a result
of $3.1 million of capital expenditures, $1.4 million of common stock share repurchases and $0.7 million of tax withholding on shares issued under stock-based compensation
awards in the six months ended June 30, 2023, partially offset by income generated by operations, excluding non-cash depreciation and amortization expense and stock-based
compensation expense.

Cash Flows from Investing Activities

Cash used in investing activities include capital expenditures of $3.1 million and $4.7 million during the six months ended June 30, 2023 and 2022, respectively. Capital
expenditures have historically consisted of additions to upgrade our management information systems, development of customized technology solutions to support and integrate with
our service fee clients and general expansion and upgrades to our facilities, both domestic and foreign. We expect to incur capital expenditures to support new facilities, contracts and
anticipated future growth opportunities. Based on our current client business activity and our targeted growth plans, we anticipate our total investment in additions and upgrades to
facilities and information technology solutions and services for the current year, including costs to implement new clients, will be approximately $8.0 million to $10.0 million,
although additional capital expenditures may be necessary to support the infrastructure requirements of additional new clients. To maintain our current operating cash position, a
portion of these expenditures may be financed through debt or operating or finance leases.
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Cash Flows from Financing Activities

During the six months ended June 30, 2023, cash used in financing activities was $6.1 million primarily related to dividend equivalents paid, common stock share
repurchases, withholding taxes paid on behalf of employees and debt issuance costs. Cash used in financing activities was $2.0 million during the six months ended June 30, 2022
primarily resulting from withholding taxes paid on behalf of employees on shares issued under stock-based compensation awards.

Contractual Obligations

Revolving Credit Agreement. In June 2023, the Company, as Parent Guarantor, along with the Company’s subsidiary, Priority Fulfillment Services, Inc. (“PFS”), as
Borrower, entered into a credit agreement (“Credit Agreement”) with Texas Capital Bank, as agent for itself and one or more lenders now or hereafter made a party thereto (the
“Lenders”) as described in the section titled “Key Events and Trends.” As of June 30, 2023, we had no borrowings outstanding under the Revolving Credit Facility.

Master Lease Agreements. We have various agreements that provide for leasing or financing transactions of equipment and other assets and will continue to enter into such
arrangements as needed to finance the purchasing or leasing of certain equipment or other assets. Borrowings under these agreements, which generally have terms of three to five
years, are generally secured by the related equipment, and in certain cases, by a Company guarantee.

Purchase Obligations. We enter into various purchase obligations in the ordinary course of business for supplies, capital expenditures or services. Purchase obligations are
legally binding and amongst other things specify a minimum or a range of quantities, pricing and approximate timing of the transaction. These purchase obligations are primarily due
within twelve months and recorded as liabilities when goods are received or services are rendered.

Other than these contractual obligations, we do not have any other material financial commitments, although future client contracts may require capital expenditures and
lease commitments to support the services provided to such clients.
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ITEM 3. Quantitative and Qualitative Disclosure about Market Risk

Not applicable.

ITEM 4. Controls and Procedures
Disclosure Controls and Procedures

We maintain a comprehensive set of disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934 (“Exchange
Act”). As of June 30, 2023, an evaluation of the effectiveness of our disclosure controls and procedures was carried out under the supervision and with the participation of our
management, including our Chief Executive Officer and Chief Financial Officer. Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that,
as of the end of the period covered by this report, these disclosure controls and procedures were effective.

Changes in Internal Controls over Financial Reporting

During the six months ended June 30, 2023, there was no change in internal control over financial reporting (as defined in Rule 13a-15(f) or Rule 15d-15(f) under the
Exchange Act) that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION
ITEM 1. Legal Proceedings

None.

ITEM 1A. Risk Factors
There have been no material changes from the risk factors disclosed in Part I, Item 1A. of our Annual Report on Form 10-K for the fiscal year ended December 31, 2022.

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.

ITEM 3. Defaults Upon Senior Securities

None.

ITEM 4. Mine Safety Disclosures

None.

ITEM 5. Other Information

None.
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ITEM 6. Exhibits

a) Exhibits:

Exhibit No.
2.1

211

3.1
3.1.1
3.1.2
3.1.3
3.1.4
3.2
4.1
4.1.1

4.2
10.14*
10.14.1%*
10.15*
10.16*
10.17*
10.18*
10.19*
10.20%*
10.21%*
10.22*
10.23*
10.24*
10.28
10.28.1

10.29.1*

10.36

10.37**
31.1%**

Description of Exhibits

Stock Purchase Agreement, dated as of July 2, 2021, by and among PFSweb, Inc., Priority Fulfillment Services, Inc., RevTech Solutions India Private Limited,
Merkle, Inc. and Dentsu Aegis Network India Private Limited.

India Private Limited, Merkle, Inc. and Dentsu Aegis Network India Private Limited.

Amended and Restated Certificate of Incorporation of PFSweb, Inc.

Certificate of Amendment of Certificate of Incorporation of PESweb, Inc.

Certificate of Amendment to Certificate of Incorporation of PFSweb, Inc.

Certificate of Amendment to Certificate of Incorporation of PESweb, Inc.

Certificate of Amendment to Amended and Restated Certificate of Incorporation of PESweb, Inc.
Amended and Restated By-Laws.

Rights Agreement, dated as of June 8, 2000, as amended, between the Company and ChaseMellon Shareholder Services, LLC.

Amendment No. 9 to Rights Agreement, dated as of September 2, 2022 between the Company and Computershare Inc., successor in interest to Computershare
Shareowner Services LLC (formerly known as Mellon Investor Services LLC,) as successor to ChaseMellon Shareholder Services, LLC., as rights agent.

Description of Registrant's securities.
2020 Stock and Incentive Plan.
Amendment to the 2020 Stock and Incentive Plan

Form of 2020 STIT Company, Performance Based Share Award.

Form of Amended and Restated 2020 LTI Performance Based Restricted Stock Unit Award.
Form of Amended and Restated 2020 LTI Time Based Restricted Stock Unit Award.

Form of Amended and Restated 2020 LTI TSR Performance Share Award Agreement.
Form of STI Company Performance Based Cash Award

Form of STI Company, Performance Based Share Award

Form of LTT Performance Based Restricted Stock Unit Award

Form of LTI Time Based Restricted Stock Unit Award

Form of LTI TSR Performance Share Award

Form of Deferred Stock Unit Award Agreement

Lease Guaranty Agreement between Priority Fulfillment Services, Inc. as Tenant, and CRP/AI Freeport Parkway Owner, L.P.,, as Landlord, PESweb, INC.,

(“Guarantor”)_dated September 29, 2022

First Amendment to the Executive Employment and Severance Agreement Amended and Restated by and between PFESweb, Inc. and Michael C. Willoughby,
dated June 30, 2023.

Credit Agreement, by and among Priority Fulfillment Services, Inc., the Guarantors party thereto, the Lenders party thereto, and Texas Capital Bank, dated as
of June 16, 2023

Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
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https://www.sec.gov/Archives/edgar/data/0001095315/000109531521000128/exhibit21spafinal.htm
https://www.sec.gov/Archives/edgar/data/0001095315/000109531521000169/exhibit211.htm
http://www.sec.gov/Archives/edgar/data/1095315/0000950134-99-008416-index.html
http://www.sec.gov/Archives/edgar/data/1095315/000095013406006427/d34537exv3w1.htm
http://www.sec.gov/Archives/edgar/data/1095315/000095013408010538/d57315exv3w1.htm
http://www.sec.gov/Archives/edgar/data/1095315/000095012309035543/d68852exv3w1w1.htm
http://www.sec.gov/Archives/edgar/data/1095315/000119312513294302/d570454dex31.htm
http://www.sec.gov/Archives/edgar/data/1095315/000109531520000183/amendedandrestatedbyla.htm
https://www.sec.gov/Archives/edgar/data/1095315/000095014200000543/0000950142-00-000543-0002.txt
https://www.sec.gov/Archives/edgar/data/1095315/000109531522000085/exhibit41amendmentno9.htm
http://www.sec.gov/Archives/edgar/data/1095315/000109531520000020/pfsw-20191231xex42.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531520000073/pfswebproxy-2020.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531521000143/pfswebdefinitiveproxy-2021.htm
https://www.sec.gov/Archives/edgar/data/0001095315/000109531521000077/ex10972020sticompanyperfor.htm
https://www.sec.gov/Archives/edgar/data/0001095315/000109531521000077/ex1098amendedandrestated20.htm
https://www.sec.gov/Archives/edgar/data/0001095315/000109531521000077/ex1099amendedandrestated20.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531522000082/a10100amendedandrestated.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531522000082/a10105formofstiperforman.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531522000082/a10106formofsticompanype.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531522000082/a10107formofltiperforman.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531522000082/a10108formofltitimebased.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531522000082/a10109formofpfsltiexecut.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531522000054/deferredstockunitagreeme.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531522000095/freeportlease-pfswebexecut.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531522000095/freeportleasepfswebguarant.htm
https://www.sec.gov/Archives/edgar/data/1095315/000162828023024296/ex101-1stamendmenttoesa.htm
https://www.sec.gov/Archives/edgar/data/1095315/000109531523000041/ex101tcb-pfswebincxcreditaa.htm

31.2%*
32.1%*

101**

104**

*

ek

Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certifications of Chief Executive Officer and Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

The following unaudited financial statements from the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2023, formatted in Inline
XBRL: (i) Condensed Consolidated Balance Sheets, (ii) Condensed Consolidated Statements of Operations and Comprehensive Income, (iii) Condensed
Consolidated Statements of Shareholders' Equity, (iv) Condensed Consolidated Statements of Cash Flows, and (v) Notes to Condensed Consolidated Financial
Statements.

Cover Page Interactive Data file, formatted in Inline XBRL (included as Exhibit 101).

Denotes management or compensatory agreements

Filed herewith
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SIGNATURES

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 thereunto duly
authorized.

Date: August 8, 2023
PEFSweb, Inc.

By: /s/ Thomas J. Madden
Thomas J. Madden
Chief Financial Officer
Executive Vice President
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HM Land Registry
Prescribed clauses

LR1 Date of Lease
\ S :3 Ve~ 2 T62Z X
LR2 Title number(s)
LR2.1 Landlord’s title number(s)
HP&15479 and HP461665
LR2.2 Other title numbers
HP441002
LR3 Parties to this underlease
Landlord: Urban Logistics Acquisitions 4 Limited (company
registration number 12873450) whose registered office is at
Bond House, 19-20 Woodstock Street, Mayfair, United
Kingdom, W1C 2AN
Tenant: PFS GLOBAL SERVICES UK LIMITED (company
registration number 03616118) whose registered office is at
Unit 7, Mountpark Southampton, Wide Lane, Southampton,
England, SO18 2FA
Other parties: PFS Web Inc incorporated and registered in the State of
Spr':;"'fg CaPaC“?‘lC‘f each Delaware in the United States of America with file number
party, for example . ; ; :
"management company’, 306255[?. whuse'regatered office in Delaware is 251 L_|ttie
“guarantor”, etc. Falls Drive, Wilmington, DE 19808 and whose address is at
505 Millennium Drive, Allen, TX75013 USA
LR4 Property

In the case of a conflict between this clause and the remainder of this lease then, for the
purposes of registration, this clause will prevail.

The land known as Radial 27, 11 Barnes Wallis Road, Segensworth (also known as unit
P9 and T1) registered with title numbers HP615479 and HP461665 shown for ease of
reference edged red on Plan 1 and Plan 2 (defined in clause 1.1) including: all buildings,
erections, structures, Plant (defined in clause 1.1), Conduits (within the Property and
exclusively serving the same), fixtures, fitlings, things and all appurtenances of the land
together with all additions, alterations and improvements to them which are carried out
during the Term (defined in clause 1.1).

The Property is leased without the benefit of any existing easements other than those
which are expressly referred to in Schedule 1.

LRS

Prescribed statements etc.







LRS.1

Statements prescribed under rules 179 (dispositions in favour of a charity), 180
(dispositions by a charity) or 196 (leases under the Leasehold Reform, Housing and
Urban Development Act 1993) of the Land Registration Rules 2003.

None.
LR5.2 This lease is made under, or by reference to, provisions of:
None.
LR6 Term for which the Property is leased
From and including: IS Qv 323
To and including: | & OV 2033
LR7 Premium
None
LR8 Prohibitions or restrictions on disposing of this lease
This lease contains a provision that prohibits or restricts dispositions.
LR9 Rights of acquisition etc.
LR9.1 Tenant's contractual rights to renew this lease, to acquire the reversion or another
lease of the Property, or to acquire an interest in other land
None,
LR9.2 | Tenant’s covenant to (or offer to) surrender this lease
None.
LR9.3 | Landlord’s contractual rights to acquire this lease
None.
LR10 Restrictive covenants given in this lease by the Landlord in respect of land other
than the Property
None.
LR11 Easements
LR11.1 | Easements granted by this lease for the benefit of the Property
See Schedule 1.
LR11.2 | Easements granted or under this lease over the Property for the benefit of other

property







See Schedule 2.

LR12 Estate rentcharge burdening the Property

None.

LR13 Application for standard form of restriction

None.

LR14 Declaration of trust where there is more than one person comprising the Tenant

Not applicable.







Agreed terms

1
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Definitions and interpretation
Definitions

In this Underlease the following words and expressions have the meaning specified except
when expressly stated to the contrary.

1925 Act means the Law of Property Act 1925;

1927 Act means the Landlord and Tenant Act 1927;

1954 Act means the Landlord and Tenant Act 1954;

1988 Act means the Local Government Finance Act 1988;

1995 Act means the Landlord and Tenant (Covenants) Act 1995;
2007 Act means the Tribunals, Courts and Enforcement Act 2007;

Asbestos Regulations mean the Control of Asbestos Regulations 2012 (S1 2012/632) and
any other regulations from time to time concerning the control of and exposure to asbestos
under the Health and Safety at Work etc. Act 1974,

Base Rate means the base lending rate for the time being of The Royal Bank of Scotland
plc or another member of Chaps Clearing Company Limited nominated from time to time by
the Landlord or if the base lending rate is abolished such other rate as the Landlord will from
time to time reasonably determine;

Basic Rent means:
IS Ockokac

(a) from and including frsed-date _four months-afterlease term_
eemmencerment] 2023, £786,962.00 per annum (exclusive of
WAT); and

{b) then as revised pursuant to clause 3 and any interim rent
determined as payable in accordance with the Landlord and
Tenant Act 1954;

IS Juma

Break Date means firser-date-being fiftrammiversarfFof fease commencement date] 2028,

Building means the building on the part of the Property shown on Plan 1

Building Systems mean the lifts, water and space heating, ventilation, air-conditioning,
lighting, fire detection and control, security, pollution monitoring and control, energy
efficiency and similar systems and related plant, equipment and conduits;

CIL means the Community Infrastructure Levy under the CIL Regulations;

CIL Regulations mean any regulations regarding the Community Infrastructure Levy
under the Planning Act 2008;
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CDM Regulations mean the Construction (Design and Management) Regulations 2015
(S12015/51);

Common Facilities means all Conduits, structures, walls, fences, roads, paths, works,
services or facilities used in common by the Premises and any adjoining premises or by the
owners or occupiers of them including any "party structures”, "'party walls" and "party fence
walls" within the meaning of the Party Wall etc Act 1996;

Conduits mean all or any of the sewers, drains, channels, gutters, gullies, ducts, pipes,
wires, cables, watercourses and any conducting media and ancillary apparatus now laid or
during the Term laid, over or under the Property or serving them now or during the Term;

Energy Efficiency Regulations mean the Energy Efficiency (Private Rented Property)
(England and Wales) Regulations 2015 (S| 962);

Environment means all or any of air, water and land including any within buildings and any
other natural or man-made structures above or below ground;

Environmental Law means all rules of common law, principles of equity and rules of any
court or other tribunal of competent jurisdiction, all legislation, all notices, directions,
impositions or requirements of any competent authority relating to the protection of human
health and safety, the protection of property and proprietary rights or the protection of the
Environment or the generation, transportation, storage, use, treatment or disposal of
Hazardous Substances;

Environmental Management Plan means any plan produced by or on behalf of the
Landlord from time to time to reduce the energy and water usage within and/or improve the
levels of waste management and recycling at the Property,

EPC means an Energy Performance Certificate under the EPC Regulations;

EPC Regulations mean the Energy Performance of Buildings (Certificates and Inspections)
(England And Wales) Regulations 2007 (S| 2007/991) as amended by the Energy
Performance of Buildings (Certificates and Inspections) (England and Wales) (Amendment)
Regulations 2011 (Sl 2011/2452) and the Energy Performance of Buildings (England and
Wales) Regulations 2012 (SI 2012/3118);

Fire Safety Order means the Regulatory Reform (Fire Safety) Order 2005 (S| 2005/1541);

Hazardous Substance means waste (as defined in the Environmental Protection Act 1990)
and any substance whatsoever in any form (whether alone or in combination with any other
substance) that is capable of causing harm to man or to any living organism supported by
the Environment or of damaging the Environment or public health or welfare or the presence
of which would be a breach of any Environmental Law;

Head Lease means the P9 Lease and the T1 Lease

Lawful Occupier means any persons in the Property expressly or impliedly with the Tenant's
authority, including any tenants of any sub-leases granted otherwise than in breach of this
Underlease and their respective workmen, agents, employees and visitors;
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Losses mean all liabilities incurred by the Landlord; all damage and loss suffered by the
Landlord; all damages, compensation and penalties (whether direct, indirect or otherwise)
awarded against the Landlord; all claims, demands, actions and proceedings made or
brought against the Landlord; and all fees and costs properly incurred by the Landlord;

Neighbouring Property means any land or building (whether belonging to the Landlord or
not) near to or adjoining the Property;

P9 Lease means the lease of Site P9 dated 08 April 2002 made between (1) P&H (1925)
Limited and (2) Valedrake Limited and Jetmex Limited which is registered at HM Land
Registry under title number HP615479;

P9 Superior Lease means the lease of Site P9 dated 17 January 1992 made between (1)
Hampshire County Council and (2) P & H (1925) Limited which is registered at HM Land
Registry under title number HP441002 for a term of 125 years from 12 December 1990.

Permitted User means (i) as regards the Building use within as Class B8 of the Town and
Country Planning (Use Classes) Order 1987 (S11987/764) as it was enacted at the date of
this Underlease with ancillary offices and facilities and (ii) as regards the premises demised
by the T1 Lease use as a car park in connection with the use of the Building;

Permitted Part any part of the Property which is capable of separate and independent use;
Plans means the plans attached to this Underlease;

Planning Acts include (without limitation) the Town and Country Planning Act 1990, the
Planning (Listed Buildings and Conservation Areas) Act 1990, the Planning (Consequential
Provisions) Act 1990, the Planning (Hazardous Substances) Act 1990, the Planning and
Compensation Act 1991, the Planning and Compulsory Purchase Act 2004; the Planning Act
2008; the Localism Act 2011; the Growth and Infrastructure Act 2013; the Housing and
Planning Act 2016 and the Neighbourhood Planning Act 2017 and any similar legislation;

Plant includes lifts, lift machinery, hoists, boilers and other space and water heating
machinery and equipment, air conditioning plant, connecting piping, radiators, hot or cold
water storage vessels, calorifiers, steam or air pressure vessels, oil firing equipment, motor
valves and pumps and lighting machinery and equipment on the Property (other than
Tenant's fixtures and fittings);

President means the President for the time being of the Royal Institution of Chartered
Surveyors or a person acting on his behalf or if at the relevant time that Institution does not
exist then an officer of a professional body of surveyors designated by the Landlord, acting
reasonably;,

Property means the land specified in prescribed clause LR4,

Relevant Former Tenant means any former tenant under this Underlease who was not
released on earlier assignment of this Underlease under Section 11 of the 1995 Act;

Rent Commencement Date means [irae
eemmencementdate] 2023,
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Quarter Days mean 25 March, 24 June, 29 September and 25 December in each year (or
if such days are statutory or public holidays or fall on a Saturday or Sunday, any of those
days is not a Working Day, next immediately following Working Day);

Schedule of Condition means the schedule of condition annexed at Schedule 8;

Sub-Standard Property has the meaning given by Regulation 22 of the Energy Efficiency
Regulations;

Surveyor means the surveyor for the time being of the Landlord who may be a person
employed by or connected with the Landlord and whao will act as an expert unless otherwise
specified in this Underlease or directed by the Landlord;

T1 Lease means the lease of Unit T1 dated 20 April 1993 made between (1) Hampshire
County Council and (2) P&H (1925) Limited which is registered at HM Land Registry under
titte number HP461665;

Term means the term described in prescribed clause LR6G;

Third Party Rights mean all rights, covenants and restrictions affecting the Property
including the matters referred to in the property and charges registers maintained at H M
Land Registry under title numbers HP615479 and HP461665;

this Underlease means this deed and any document that is supplemental to or collateral
with it or that is entered into pursuant to or in accordance with its terms;

VAT means value added tax chargeable under the Value Added Tax Act 1994 or any similar
replacement or additional tax; and

Working Day means any day, which is not a Saturday, Sunday or any other statutory or
public holiday and Working Days shall be construed accordingly.

1.2 Interpretation

1.21 Where there are two or more persons included in the expression the Tenant or
the Surety covenants and obligations entered into by those persons will be
deemed to be entered into by those persons jointly and severally.

122 Where there are two or more persons included in the expression the Tenant or
the Surety an event or something will be deemed to have occurred if it happens
to any one of them for the purposes of this Underlease.

1.2.3 Unless otherwise specified in this Underlease references to any legislation are to
that legislation as extended, modified, amended, re-enacted or replaced at the
date upon which its construction is relevant for the purposes of this Underlease
and not as originally enacted.

124 References generally to legislation include statutory instruments, regulations and
other derivative legislation and include existing legislation and that which comes
into effect during the Term.
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1.2.5

1.2.6

127

1.2.8

129

1.2.10

1.2.11

12.12

1.2.13

1.2.14

1.2.15

1.2.16

1217

1.2.18

1.2.19

Any covenant by the Tenant or the Surety not to do or omit any act or thing will
be taken to include a covenant not to permit the doing or omission of that act or
thing.

The expression the Landlord means the person for the time being entitled to the
reversion immediately expectant on the end of the Term howsoever determined.

The expression the Tenant includes the Tenant's successors in title.

The expression the Surety includes any person who has guaranteed the
obligations of the Tenant under this Underlease and his personal representatives.

The expression the Superior Landlord means the person for the time being
entitled to the immediate reversion to the Head Lease and the P9 Superior Lease
and/or any person at any time having an estate or interest in the Property in
reversion expectant upon the determination of the Landlord'’s estate or interest;

Any reference to a person includes reference to an individual, firm, partnership,
company, association, organisation or trust and in each case whether or not
having a separate legal personality;

Any reference to a company includes any company, corporation or any other
body corporate wherever incorporated.

reference to the Common Facilities or the Property means the whole or an
individual part or parts unless inappropriate in the context used,;

The headings above the clauses and the contents pages of this Underlease are
for reference only and are not to affect its construction.

Any reference to a clause or schedule without further designation is a reference
to a clause or schedule of this Underlease.

Any reference to a prescribed clause without further designation is to the relevant
prescribed clause LR1 to LR14 (inclusive) appearing immediately after the
contents table in this Underlease.

Any consent required by the Tenant from the Landlord under this Underlease is
to be by deed to be valid.

Rights excepted, reserved or granted to the Landlord are to be construed as
excepted, reserved or granted to the Landlord the Superior Landlord and all
persons authorised by them;

Rights granted by the Landlord are granted insofar as the Landlord is able to
grant them and in common with the Landlord the Superior Landlord and all
persons authorised by them;

Where the Tenant is required to obtain the Landlord's consent before doing
something it will be deemed to need also the written consent of any mortgagee
of the reversion to the Term in the Property unless the Landlord says otherwise.
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2.1

2.2

2.3

1.2.20 References to the end of the Term mean the date on which the Term ends
whether by effluxion of time or earlier termination by any means.

1.2.21 If any provision (or part of a provision) of this Underlease is held to be invalid,
unenforceable or illegal, then it shall not affect the validity of the remaining
provisions.

1.2.22 For the purposes of this Underlease, two companies are members of the same
group if one of them is the subsidiary of the other, or both are subsidiaries of a
third company, subsidiary having the meaning given to it in section 1159 of the
Companies Act 2006 and Group Company and Group Companies will be
construed accordingly.

Demise and rents

In consideration of the rents under this Underlease and of the tenant covenants and the
Surety and of the conditions in this Underlease the Landlord at the request of the Surety
with full title guarantee:

2141 lets the Property to the Tenant for the Term;

21.2 grants to the Tenant the rights in the Schedule 1; and

213 excepts and reserves the matters in the Schedule 2.

This Underlease is granted subject to the Third Party Rights.

The Landlord reserves as rent and the Tenant must pay to the Landlord during the Term:

2.31 the Basic Rent by equal quarterly payments in advance on the Quarter Days the
first payment being made on the Rent Commencement Date which shall be the
proportion calculated on a daily basis in respect of the period from and including
the Rent Commencement Date until the following Quarter Day;

232 as further and additional rent:

(a) the amounts specified in paragraph 4 of Schedule 7 as payable by the
Tenant:

(b) all costs and expenses demanded of the Landiord or the Tenant in
connection with any of the Common Facilities;

(c) such sums which are payable under the Head Lease and the P9 Superior
Lease which may be due from the Landlord to the Superior Landlord for
the cost of “landscape maintenance work” (as that expression is defined
in the P9 Superior lease and the T1 Lease)

(d) interest on any rents or other money under this Underlease which (except
in the case of the Basic Rent) are unpaid for more than ten Working Days
after becoming due at the rate of 4% above the Base Rate starting on
and including the day upon which the payment in question was due until
the date on which it is actually paid;
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(e) all Losses howsoever arising from any breach by the Tenant of any of the
terms of this Underlease; and

(H any VAT chargeable on the Basic Rent and other sums due under this
Underlease.
3 Rent review
31 Definitions

In this clause the following additional definitions apply:
Assumptions are that

(a) the Property is ready for fitting-out by the willing tenant for the
purposes of its business but, by the Review Date, the willing
tenant has received the benefit of and enjoyed a rent-free
period or other allowance made in respect of the fitting-out of
the Property for the purpose of the business such as would be
made or allowed by a willing landlord on the grant of the lease
to the willing tenant;

(b) the Property may lawfully be used throughout the Term for the
Permitted User or for any purpose that is within Class B8 of the
schedule to the Town and Country Planning (Use Classes)
Order 1987 (S| 1987/764) as it was enacted at the date of this
Underlease, (and any actual terms of the user covenant in
clause 4.10 or otherwise is to be disregarded) and that no
capital is required to be expended upon the Property to enable
it to be so used;

(c) that no work has been carried out or omitted to be carried out
to the Property which has diminished the market rent;

(d) that if the Property has been damaged or destroyed it has been
fully reinstated;

(e) that the covenants and conditions in this Underlease have been
fully performed and observed and that the Property and the
Conduits are in good and substantial repair and condition; and

(f) there is not in operation any legislation that has the effect of
regulating or restricting the amount of rent of the Property that
might otherwise be payable;

Current Rent Basic Rent under this Underlease payable immediately before the relevant
Review Date (or which would then be payable but for any rent free periods or concessions
or abatement or suspension or restriction on the right of collection or reduction pursuant to
clause 7.12 of this Lease);
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3.2

33

34

IS Svm~e
Review Date firser-fifirammversary-aitheterm commencement-datel. 2028 or any date
deemed a Review Date under clause 3.7; and

Shortfall means the difference between: (a) the market rent as agreed or determined that is
payable by the Tenant for the period starting on and including the Review Date until (and
including) the day before the Quarter Day following the date of such agreement or
determination and (b) the Current Rent actually paid for that period.

Upwards only review

The Basic Rent is to be from and including the Review Date the higher of:

321 the Current Rent; and

322 the market rent agreed or determined in accordance with this clause 3.
Market rent

For the purposes of this Underlease, the market rent is to be the annual market rent which
the Property as a whole might reasonably be expected to be let in the open market by a
willing landlord to a willing tenant:

3.31 with vacant possession;

352 for a term equal to the residue of the Term or a term of five years, commencing
on the Review Date;

3.3.3 without the payment of any premium by the willing tenant;

334 on the same terms as this Underlease (except as to the length of the term and
the amount of the Basic Rent but with the same provisions for its review); and

335 making the Assumptions
Matters to be disregarded

In agreeing or determining the market rent, the effect upon it of the following matters is to
be disregarded:

341 the occupation of the Property by the Tenant;

342 any goodwill attached to the Property because of the carrying on at the Property
of the trade or business of the Tenant;

343 any improvements to the Property made by the Tenant with the consent of the
Landlord (where required) other than those:

(a) made in pursuance of an obligation to the Landlord or its predecessors in
title; and

(b) to which the Landlord has made a financial contribution or for which the
Landlord will be liable to pay compensation;
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344

any conditions in any planning permission obtained by the Tenant that adversely
affect the rental value of the Property.

and in this clause 3.4 reference to the Tenant includes predecessors in title to the Tenant
and sub-tenants of the Tenant and their predecessors in title respectively.

3.5 Procedure

3.51

352

353

354

3.5.5

356

357

358

359

During the 12 months ending on the Review Date the Landlord and the Tenant
will try to agree the market rent.

If they have not agreed the market rent by the date that is three months before
the Review Date, then the market rent is to be referred for determination by
arbitration in accordance with clause 3.5.3 to clause 3.5.9 inclusive.

The arbitrator will be nominated by the Landlord and the Tenant jointly but if they
cannot agree on the identity of the arbitrator by the date that is six weeks before
the Review Date then the arbitrator is to be nominated by the President on the
application of either the Landlord or the Tenant.

The arbitrator will be an independent chartered surveyor of recognised standing
and a member of a leading firm of surveyors who has been in practice
continuously in England and Wales for a relevant and suitable period preceding
the application under clause 3.5.3 and who has recent experience in valuing land
of a kind and character similar to the Property in region of the Property.

The arbitrator will be required to give written notice to the Landlord and the
Tenant inviting each of them to submit to him (simultaneously sending a copy to
the other party) within reasonable time that he has stipulated a proposal for the
market rent supported by all or any of:

(a) a statement of reasons;

(b) a professional rental valuation; and

(c) information in respect of any other relevant matters.

The arbitrator may give the Landlord and Tenant the opportunity to submit to him
counter-submissions in respect of each other's proposals submitted under

clause 3.5.5.

The arbitrator will be required, on written request of either the Landlord or the
Tenant, to conduct a hearing in order to assess the market rent and not proceed
solely on the basis of written submissions and other matters referred to in this
clause 3.5.

The costs of the arbitration are to be paid according to the award of the arbitrator.

The arbitration is otherwise to be conducted in accordance with the Arbitration
Act 1996,
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36

3.7

38

39

4.1

4.2

Rental adjustments
If the market rent has not been agreed or determined by the Review Date the Tenant will:
361 continue to pay the Current Rent on account of the Basic Rent; and

36.2 pay in addition the Shortfall within five Working Days following date on which the
market rent is agreed or determined; and

3863 pay interest at the Base Rate on the Shortfall (calculated on the Shortfall starting
on and including the day upon which each instalment of the Shortfall was due
until the date of actual payment of the Shortfall).

Restrictions under legislation

If because of any legislation the amount of the Basic Rent payable as from the Review Date
is less than it would have been if the legislation had not been in force then the Landlord may
whenever the restriction is removed, relaxed or modified be entitled on giving not less than
one month's written notice to the Tenant expiring on or after the date of each removal,
relaxation or modification require that a date specified in the notice will be a Review Date
for the purposes of this Underlease.

Memorandum

As soon as possible after agreement or determination of the market rent the Landlord and
the Tenant will record the revised rent in a memorandum in the form in Schedule 3 which
each will sign and exchange between them.

Time is not of the essence

Time is not of the essence in the operation of this clause 3.

Tenant's covenants

The Tenant covenants with the Landlord as follows:

Rent

41.1 The Tenant will pay the rents under clause 2 at the times and in the manner
required by this Underlease without any deduction or set off other than
deductions the Tenant is required by law to make.

41.2 If the Landlord so requires the Tenant will pay the rents reserved under clause 2
by banker's standing order.

Outgoings

421 The Tenant will pay and will indemnify the Landlord against all existing and future

rates, taxes, levies, costs, charges, outgoings and impositions (of whatever
nature) payable during the Term in respect of the Property, its use or occupation
(including without limitation energy consumption and carbon emissions), and any
works carried out to it that are now or may at any time be assessed, charged or
imposed on the Property or on the owner or occcupier of them but this obligation
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422

423

424

shall not extend to any taxes payable by the Landlord in connection with a
disposition of the reversion to this Underlease or any taxes other than VAT
payable by the Landlord by reason of the receipt of any rents due under this
Underlease.

In the absence of direct assessment, charge, or imposition, on the Property, the
Tenant will pay to the Landlord a fair proportion of them as determined by the
Landlord acting reasonably.

The Tenant will pay to the relevant suppliers all charges (including meter rents
and standing charges) for services or utilities (including water, sewerage,
electricity, gas, and telecommunications) used at, removed from, or supplied to

the Property.

The Tenant will comply with all requirements and regulations of the relevant
suppliers related to

(a) the services mentioned in clause 4.2.3; and

(b) all appropriate installations and equipment at the Property.

43 Repair and decoration

431

432

433

434

43.5

The Tenant will keep the Property in good and substantial repair condition and
decoration provided that nothing in this Underlease shall require the Tenant to
put keep or yield up the Property in any better state of repair condition or
decoration than as evidenced in the Schedule of Condition.

The Tenant's obligation under this clause 4.3 does not extend to damage by the
Insured Risks (as defined in Schedule 7) against which the Landlord has at the
relevant time actually insured against except to the extent that the insurance
money cannot be recovered because of any act or default of the Tenant or any
Lawful Occupier.

If the Property requires renewal or replacement by the Tenant pursuant to an
obligation in this Underlease then the Tenant will carry out the renewal or
replacement:

(a) in accordance with plans and specifications that have been approved in
writing by the Landlord, such approval not to be unreasonably withheld or
delayed, and

(b) to the reasonable satisfaction of the Landlord.
The Tenant will:

(a) maintain contracts with persons experienced in such matters to inspect,
maintain and repair any Plant, and

(b) supply copies of the contracts to the Landlord on request.

The Tenant's obligations under this clause extend to renewal and replacement if
appropriate and where beyond reasonable economic repair to maintain the Plant
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in good and substantial repair. The Tenant will prepare, paint or otherwise
appropriately treat with good quality materials and in a good and workmanlike
manner all the outside surfaces of the Property usually or requiring to be
prepared, painted or otherwise treated

(a) at least in every third year of the Term, and

(b) in the last three months of the Term (howsoever determined)

436 The Tenant will obtain the prior written approval of the Landlord to the tints,
colours and patterns of all works of painting and treating in the last three months
of the Term (howsoever determined).

43.7 The Tenant will prepare, paint or otherwise appropriately treat with good quality
materials and in a good and workmanlike manner all the inside surfaces of the
Property usually or requiring to be prepared, painted or otherwise treated
(a) in at least every fifth year of the Term, and
(b) in the last three months of the Term (howsoever determined).

4.3.8 The tints, colours and patterns of all works of painting and treating in the last
three months of the Term (howsoever determined) must have the prior written
approval of the Landlord (such approval not to be unreasonably withheld or
delayed).

4.4 Keep clean and tidy

The Tenant will:

441 keep the Property clean and tidy and clear of all rubbish:;

442 clean all internal glass in the Property at least once in every month (both inside
and outside surfaces);

443 use the receptacles provided for the clean and efficient disposal of refuse
designated by the Landlord,

444 arrange for the removal of refuse (if no such receptacles are provided) by an
appropriate person;

445 prepare the refuse for collection as directed by the Landlord if the Landlord
considers that the Tenant is not dealing with refuse appropriately; and

446 not burn any refuse on or near the Property.

45 Permit access

The Tenant will permit the Landlord to enter the Property and to remain upon it for as long
as is reasonably appropriate in order to:

451

view the state of repair, condition and decoration of it; and
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452

ascertain whether the tenant covenants in this Underlease have been performed.

4.6 Repair on notice

461

46.2

46.3

4.7 Yield up

471

472

4.7.3

474

The Tenant will make good any defect in repair, maintenance, decoration,
cleansing or condition of the Property for which the Tenant is liable under this
Underlease within two months after service on the Tenant of a notice specifying
the defect (or sooner if the notice to the Tenant reasonably requires it).

If the Tenant does not comply with any notice served under clause 4.6.1 within
two months (or the period specified in the notice) the Landlord, its workmen and
others authorized by the Landlord may enter the Property to remedy the breach.

The Tenant will pay to the Landlord as a debt the cost to the Landlord of and
incidental to the works and other steps taken by the Landlord or on its behalf to
remedy the breach in exercise of the right in clause 4.6.2 or otherwise.

Before the end of the Term (unless otherwise required by the Landlord) the
Tenant will:

(a) remove all internal, non-structural partitioning and all Tenant's fixtures,
fittings, machinery and signs and all property of the Tenant at the Property
and will reinstate any works which accommodated them; and

(b) remove such other alterations made during the Term or any preceding
period of occupation by the Tenant as the Landlord may require and the
Tenant will reinstate the Property to their layout, design and condition
prior to the carrying out of such alterations as the Landlord directs; and

(c) replace all floor coverings, carpet tiles and carpeting systems with new
coverings, tiles and systems.

The Tenant will carry out all works under this clause 4.7 in a good and
workmanlike manner using good quality materials to the reasonable satisfaction
of the Landlord or the Surveyor and making good all damage caused.

At the end of the Term the Tenant will;

(a) quietly yield up the Property to the Landlord with full vacant possession
in a condition consistent with due performance of the tenant covenants in
this Underlease; and

(b) deliver to the Landlord the Health and Safety files, operation and
maintenance manuals, guarantees and test, inspection and servicing
certificates and records in respect of the Property, Plant and fixtures and
fittings at the Property so far as the same are in the possession of the
Tenant.

The Tenant will remove any property of the Tenant remaining in the Property
following the end of the Term within three Working Days after being requested to
do so by the Landlord. If the Tenant fails to comply with such request, the
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47.5

4.8 Pay fees

481

482

Landlord may as agent of the Tenant, sell or otherwise dispose of such property.
The Landlord will hold the proceeds of such sale, after deducting the costs and
expenses of removal, storage and sale reasonably and properly incurred by it, to
the order of the Tenant for a period of three months. At the end of such period,
if the Tenant has not given written notice to the Landlord directing payment out
of such sale proceeds, they will belong to the Landlord absolutely.

The Tenant will indemnify the Landlord against any liability incurred by it to any
other person whose property has been sold by the Landlord in the bona fide
mistaken belief (which is to be presumed unless the contrary be proved) that it
belonged to the Tenant and was liable to be dealt with under this clause 4.7.

The Tenant will pay to the Landlord on demand all costs properly incurred by the
Landlord arising out of or in connection with:

(a) any application by the Tenant in connection with the Property or this
Underlease (whether granted, lawfully refused, withdrawn or granted
subject to lawful conditions) and any deeds and documents prepared in
connection with the application, such costs to be reasonable;

(b) any breach by the Tenant of this Underlease or any notice or proceedings
(whether under Sections 146 or 147 of the 1925 Act or otherwise)
requiring the Tenant to remedy any breach of this Underlease even if any
right of re-entry or forfeiture has been waived by the Landlord or if the
Tenant subsequently remedies the breach or is granted relief from
forfeiture is avoided otherwise than by relief granted by the court;

(c) the preparation and service of a schedule of dilapidations during the Term
or after the end of the Term;

(d) the supervision of the making good of any defects and wants of repair or

decoration;

(e) the service of a notice or any other action pursuant to the 2007 Act;

(f) the recovery of arrears of any rents or other money under this
Underlease;

(g) the enforcement of any covenant or obligation of the Tenant or the Surety

under this Underlease;

(h) the enforcement at the request of the Tenant of the covenants on the part
of the Superior Landlord contained in the Head Lease and / or the P9
Superior Lease; and

(i) the abatement of any nuisance which the Tenant is responsible to abate
and the execution of all works appropriate to abate the nuisance.

If any work is done by the Landlord (or by any person connected with or employed
by it) rather than an independent person, the costs will be deemed to be a
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reasonable fee not exceeding that which might properly have been charged for
the work by an independent person competent to deal with that work in the
ordinary course of his business.

49 Nuisances

4.91

492

493

494

495

410 Use

4101

The Tenant will not bring or keep on, or emit from, the Property or any land over
which the Tenant enjoys rights or amenities anything that causes nuisance,
damage or disturbance to any person or that may be injurious to the value, tone,
amenity or character of the Property.

The Tenant will not commit any wilful or voluntary waste, spoil or destruction in
or upon the Property.

The Tenant will not overload any part of the structure of the Property any
installations or any of the Building Systems.

The Tenant will

(a)

(b)

not allow to pass into the Conduits anything (including any noxious or
deleterious effluent) that might

obstruct the Conduits,
damage the Conduiis,
or be dangerous; and

will immediately remedy any breach of this clause to the satisfaction of
the Landlord.

The Tenant will not:

(a)
(b)

(c)

(d)

(e)

keep any bird or animal on the Property,;
keep any drugs unlawfully on the Property;

make any noise at the Property that is audible outside the Property other
than noise generated in the proper use of the Property for the Permitted
User;

operate any machinery or equipment that causes vibration outside the
Property except for properly maintained fire and security alarms and
machinery appropriate for carrying out permitted alterations to the
Property,

use the Property for any use that is illegal or dangerous; or

use the Property for residential purposes.

The Tenant will not use the Property otherwise than as the Permitted User.
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4102

410.3

4.10.4

4.10.5

Nothing in this Underlease (or in any consent under this Underlease) about the
use of the Property will imply or warrant that the Property may lawfully be used
under the Planning Acts.

The Tenant must not park or place any vehicles or goods belonging to the Tenant
or its employees on any of the roads adjoining the Property or affording access
thereto and the Tenant must ensure that all goods arriving at or dispatched from
the Property are loaded or unloaded within the Property.

The Tenant must not erect any boundary walls fences or hedges between the
building line and the road frontage of the Property without the consent of the
Landlord (such consent not be unreasonably withheld or delayed) and the Tenant
must not erect plant or suffer to remain upon the Property or any part of the
Property any other boundary walls fences or hedges (except those already
erected or planted) unless the nature and particulars thereof shall have been
previously approved in writing by the Landlord.

The Tenant shall not permit any building or structure of either a permanent or
temporary nature to be created within three metres of either side of the existing
foul or surface water sewers shown marked on Plan 2 or within seven metres of
the boundary of the Property with Barnes-Wallis Road.

411 Not to vacate

The Tenant will not vacate the Property or leave the Property unoccupied for a period longer
than 28 days unless it has given prior written notice to the Landlord of such vacation or non-
occupation and has ascertained any requirements of the Landlord's insurers and the Tenant
will comply with those requirements.

4.12 Signs

4121

4122

Subject to first obtaining the Landlord's prior written consent, the Tenant shall be
permitted to place its corporate signage on the exterior of the Property or on the
interior of the Property so as to be visible from the exterior.

The Tenant will not hang, display for sale or otherwise place or deposit anything
outside the Property.

413 Alterations

4131

4132

The Tenant will not:

(a) make any additions to the Property;

(b) unite the Property with any Neighbouring Property; or
(c) make any alteration to the Property or to the Conduits
except as permitted by this clause 4.13.

The Tenant will not carry out any alterations to the Property which would result
in the Property being designated as a Sub-Standard Property.
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413.3

4.13.4

4.13.5

4136

4137

4.13.8

413.9

The Tenant may make internal, non-structural alterations to the Property with the
prior written consent of the Landlord, such consent not to be unreasonably
withheld or delayed, and on the condition that the Tenant complies with the rest
of this clause 4.13.

Before carrying out any permitted alterations the Tenant must have:
(a) obtained all appropriate consents of any competent authority,;
(b) paid all the charges of the relevant authority for any consents,

(c) given the Landlord drawings and written specifications (together with an
electronic version in a format reasonably required by the Landlord)
showing the proposed alterations in sufficient detail for the Landlord to
consider fully the Tenant's application for consent;

(d) entered into any covenants that the Landlord reasonably requires about
the alterations;

If required by any legislation (but not otherwise) the Tenant will obtain a valid
EPC in respect of any works of alteration to the Property and shall:

(a) engage an energy efficiency assessor that has first been approved by the
Landlord (such approval not to be unreasonably withheld or delayed); and

(b) deliver a copy to the Landlord (together with details of the reference
number of the EPC if it is not apparent from the copy) within five Working
Days of the issue of the EPC.

If any alterations made by the Tenant or any occupier of the Property invalidate
any EPC for the Property or adversely affect the asset rating in any EPC then the
Tenant will carry out such works as the Landlord shall reasonably requires to
restore the EPC rating.

Without limitation to any other provision in this Underlease the Tenant will comply
with all appropriate consents of any competent authority relating to any works the
Tenant carries out at the Property.

The Tenant will not make any connection with the Conduits except in accordance
with plans and specifications previously approved by the Landlord such approval
not to be unreasonably withheld or delayed and with the appropriate consent of
any competent authority, undertaker or supplier.

The Tenant may without any consent of the Landlord install alter and remove
internal non-structural partitions racking and other fittings and install alter and
remove internal cabling and wiring (including any necessary drilling of small holes
that does not adversely affect structural stability) PROVIDED that there shall be
no disturbance to the floor slab and PROVIDED Further that the Tenant shall in
any such case inform the Landlord at least ten Working Days before undertaking
any such works and shall notify the Landlord of completion of the same within
five Working Days afterwards and does not cause any disturbance or damage to
the floor or structure of the Property.
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4.13.10

In carrying out any permitted alterations to the Property the Tenant shall:

(a)

(b)

414 Alienation

4141

so far as reasonably practicable use materials from sustainable sources;
and

comply with such reasonable and proper principles as may be contained
in any reasonable policy that the Landlord has relating to responsible
property investment.

Assignment

(@)

(b)
(c)

(d)

(e)

U]

The Tenant will not assign the whole of this Underlease without the
consent of the Landlord, such consent not to be unreasonably withheld
or delayed.

The Tenant will not assign part only of this Underlease.

The Landlord and the Tenant agree that, for the purposes of section
19(1A) of the 1927 Act, the Landlord may refuse its consent to an
assignment if any of the circumstances set out in clause (d) prevail at the
date of the Tenant's application for consent to assignment or, if any arise
before completion of the assignment, the Landlord may revoke any
consent given.

The circumstances mentioned in clause (c) are that:

the Basic Rent or any other money due under this Underlease is
outstanding or there is any other breach of covenant by the Tenant that
has not been remedied; or

in the reasonable opinion of the Landlord the assignee is not of sufficient
financial standing to enable it to comply with the tenant's covenants and
conditions contained in this Underlease throughout the Term; or

the assignee and the Tenant are Group Companies; or

the proposed assignee is a person who immediately before the proposed
assignment is or was either the guarantor of the Tenant's obligations
under this Underlease or a guarantor of the obligations of a former tenant
of this Underlease in an authorised guarantee agreement.

The Landlord and the Tenant further agree that for the purposes of
section 19(1A) of the 1927 Act the Landlord may give its consent to an
assignment subject to any or all of the conditions specified in clause (f).

The conditions mentioned in clause (e) are:

If reasonably required by the Landlord the Tenant and the Surety and any
Relevant Former Tenant execute and deliver to the Landlord an
authorised guarantee agreement before the earlier of (a) any assignment;
and (b) the giving of occupation to the assignee; such authorised
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4.14.2

iii

(9)

guarantee agreement is to be in the form set out in Schedule 5 subject to
such amendments as may be necessary to take account of changes in
law since the date of this Underlease or such reasonable amendments
required by the Landlord;

If reasonably required by the Landlord a person or corporation of standing
acceptable to the Landlord enters into a guarantee and indemnity in the
form set out in Schedule 6 subject only to such amendments as may be
necessary to take account of changes in law since the date of this
Underlease or such amendments as the Landlord reasonably requires or
in terms from time to time reasonably determined by the Landlord;

If reasonably required by the Landlord the assignee executes and
delivers to the Landlord prior to the assignment a rent deposit deed for
such sum as the Landlord may reasonably determine in such form as the
Landlord may reasonably require together with the payment by way of
cleared funds of the sum specified in the rent deposit deed if reasonably
required to do so by the Landlord;

before the date of the assignment, the Tenant gives to the Landlord a
copy of the health and safety file required to be maintained under the
CDM Regulations containing full details of all works undertaken to the
Property by the Tenant;

the assignment is not to take place until any necessary consent of any
superior landlord or mortgagee has been obtained and any lawfully
imposed condition of such consent is satisfied;

Nothing in this clause 4.14 will prevent the Landlord giving consent
subject to any other reasonable condition or refusing consent to an
assignment in any other circumstance, where it is reasonable to do so.

Underletting

(a)

(b)

The Tenant will not underlet the whole or part of the Property except in
accordance with this clause 4.14.2 nor without the consent of the
Landlord, such consent not to be unreasonably withheld or delayed and
the consent of any mortgagee of the Landlord's interest in the Property.
An application for consent is to be accompanied by full written details of
the proposed underletting including the annual rent, the service charge (if
any) and all other payments to be made by the intended undertenant.

The Tenant will not underlet the Property or any part:

together with any premises or any right over premises that are not
included within this Underlease:

at a fine or reverse premium which has not been consented to by the
Landiord,;

so as to create more than two separate occupations (including the
occupation by the Tenant.
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(©)
(d)

(e)

vi

Vi

allowing any rent free period to the undertenant that exceeds the period
as is then usual in the open market in respect of such a letting.

Any underletting of part must be of a Permitted Part.

The Tenant will not underlet the Property or any part unless, before the
underlease is granted, or, if earlier, before the undertenant becomes
contractually bound to take the underlease, the underlease is validly
excluded from the operation of sections 24 to 28 (inclusive) of the 1954
Act, in accordance with the provisions of section 38A of the 1954 Act and
the relevant schedules of The Regulatory Reform (Business Tenancies)
(England and Wales) Order 2003 and the Tenant produces to the
Landlord adequate evidence of such valid exclusion as referred to in this
clause (d).

Any underletting by the Tenant must be by deed and must include:

the reservation of a rent which is not less than the full open market rental
value of the premises demised at the date the same is underlet and which
is payable at the same times as the Basic Rent under this Underlease
provided always that such inducements may be granted as are in line with
those prevailing in the market at the time;

provisions for the review of rent at the same dates and on the same basis
as the review of rent in this Underlease, unless the term of the underlease
does not extend beyond the next Review Date;

a covenant by the undertenant, expressed to be enforceable by the
Landlord (as superior landlord at the date of grant) and its successors in
title in their own right, to observe and perform the tenant covenants in the
underlease and any document that is supplemental or collateral to it and
the tenant covenants in this Underlease, except the covenants to pay the
rents reserved by this Underlease,

provisions requiring the consent of the Landlord to be obtained in respect
of any matter for which the consent of the Landlord is required under this
Underlease;

a condition for re-entry on breach of the underlease by the undertenant;
and

if the Landlord reasonably so requires, a surety approved by the Landlord
such approval not to be unreasonably withheld or delayed who will
execute and deliver to the Landlord a deed containing direct covenants
with the Landlord in the form set out in Schedule 6 subject only to such
amendments as may be necessary to take account of changes in law
since the date of this Underlease, amended as reasonably necessary to
render the form appropriate for use on an underletting;

an absolute prohibition on any underletting or sharing of occupation.

and must otherwise be:
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4.14.3

vii

viii

()

(@)

(h)

consistent with and include tenant covenants and no less onerous (other
than as to the Basic Rent) than those in this Underlease; and

for a term that will expire not less than three Working Days before the end
of the term of this Underlease; and

in a form approved by the Landlord, such approval not to be unreasonably
withheld or delayed.

In relation to any underlease granted by the Tenant, the Tenant will:

not vary the terms of the underlease nor accept a surrender of the
underlease without the consent of the Landlord, such consent not to be
unreasonably withheld or delayed;

enforce the tenant covenants in the underlease and not waive any of them
nor allow any rents reserved by any underlease to be commuted or
payable more than one quarter in advance nor allow any reduction in the
rent payable under the underlease; and

ensure that in relation to any rent review the revised rent is not agreed
without the approval of the Landlord such approval not to be
unreasonably withheld.

If required by the EPC Regulations (but not otherwise) the Tenant shall
obtain a valid EPC in respect of any underlease of the whole of the
Property and shall:

engage a qualified energy assessor; and

deliver a copy to the Landlord (together with details of the reference
number of such EPC if not apparent from the copy) within five Working
days of such EPC being issued.

If any alterations arising from the sub-lease granted by the Tenant
invalidate a valid EPC for the Property (or any part or parts thereof) or
adversely affect the asset rating in any such EPC then the Tenant shall
carry out or procure the carrying out of such works as the Landlord shall
reasonably require to restore the EPC rating.

Sharing occupation

(a)

(b)

The Tenant may share occupation of the Property with any Group
Company of the Tenant but only for as long as that company remains a
Group Company of the Tenant provided always that no relationship of
landlord and tenant is established by that arrangement.

The Tenant shall provide the Landlord with full details of all and any
Group Companies that from time to time during the Term are sharing
occupation of the Property in accordance with the provisions of
clause (a).
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4.14.4

4.14.5

4.14.6

Charging
(a) The Tenant will not charge part only of this Underlease.

(b) The Tenant will not charge the whole of this Underlease without the
Landlord's prior written consent, such consent not to be unreasonably
withheld.

Prohibition of other dealings

Except as expressly permitted by this Underlease, the Tenant will not assign,
underlet, charge, part with or share possession or share occupation of this
Underlease or the Property (whether in whole or part) or assign part with or share
any of the benefits or burdens of this Underlease or in any interest derived from
it, whether by virtual assignment or other similar arrangement or hold this
Underlease or the Property (whether in whole or part) on trust for any person
(except pending registration of a dealing permitted by this Underlease.)

Registration and notification of dealings and occupation
(a) In this clause a Transaction is:

i any dealing with this Underlease or the devolution or transmission of, or
parting with possession or charging of any interest in it; or

ii the creation of any underlease or other interest out of this Underlease, or
out of any interest or underlease derived from it;

iii any dealing with, transmission of, parting with possession of, or any
devolution of any such interest or underlease; or

iv the making of any other arrangement for the occupation of the Property.
(b) Promptly following completion of a Transaction by the Tenant, the Tenant
will:

i apply to register it at HM Land Registry if the Transaction is so
registerable and not withdraw such application;

i deal with any requisitions raised by HM Land Registry promptly and
properly; and;

i within one month of completion of the registration send the Landlord
official copies of the titles showing completion of the registration or
procure that a third party does so.

(c) Mo later than one month after a Transaction the Tenant will:

i give the Landlord's solicitors written notice of the Transaction supported
by two certified copies of all documents effecting or related to the
Transaction; and

THL 158117944 .7

22 HZE.100813.00000






pay the Landlord's solicitors a registration fee of not less than £50 (plus
VAT).

(d) If the Landlord so requests, the Tenant will promptly give the Landlord
written details of the occupiers of the Property and the terms upon which
they occupy it.

415 Statutory Obligations

4.15.1 The Tenant will comply (at its own cost) with the requirements of any legislation
and any other obligations imposed by law or by any byelaws, orders or
regulations applicable to the Property and (to the extent the Tenant has rights
over them) the Common Parts or use of them.

4152  Without prejudice to the generality of clause 4.15.1, the Tenant will:

(@)

(b)

()

(d)

()

execute all works to the Property required in order to comply with this
clause 4.15;

not do in or near the Property any act or thing by reason of which the
Landlord may under any statute incur any Losses;

in relation to the CDM Regulations:
comply with the provisions of the CDM Regulations;
be the only client (as defined in the CDM Regulations);

fulfil in relation to all and any works all the obligations of the client as set
out in or reasonably to be inferred from the CDM Regulations;

make a declaration to that effect to the Health and Safety Executive in
accordance with The Approved Code of Practice published by the Health
and Safety Executive; and

at the end of the Term forthwith deliver to the Landlord any and all health
and safety files relating to the Property in accordance with the CDM
Regulations.

undertake such surveys and take all other steps necessary to comply with
the Asbestos Regulations and the Equality Act 2010 and give the
Landlord a copy of the results of all surveys undertaken and the steps
carried out by the Tenant following recommendations of those surveys or
otherwise in order to comply with the Asbestos Regulations and the
Equality Act 2010;

keep the Property equipped with appropriate fire-fighting apparatus and
appliances and will maintain such apparatus and appliances to the
Landlord’s satisfaction and keep them open to inspection and will not
obstruct the access to or means of working such apparatus and
appliances; and
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4.16 Planning

4.16.1

4.16.2

4.16.3

4.16.4

(f) carry out such fire safety risk assessments and implement and maintain
all necessary fire management plans pursuant to the Fire Safety Order
and supply the Landlord with details of such assessment and plans.

Without prejudice to the generality of clause 4.15 the Tenant will:

(a) comply with the Planning Acts so far as they relate to the Property or their
use and will, in the event of any breach, indemnify the Landlord against
all Losses;

(b) obtain from the appropriate authority all licences, consents and
permissions required for the carrying out at the Property of any
development within the meaning of the Planning Acts;

(c) not make or support any application for planning permission without the
prior written consent of the Landlord;

(d) pay any costs under the Planning Acts in respect of the Property or its
use;

(e) not before any necessary planning permission has been produced to and
approved in writing by the Landlord (and the Landlord may refuse
approval if anything in or omitted from the planning permission is or might
be prejudicial to the Landlord's reversion to the Property)

i make any alteration or addition to the Property, or
ii change of use of the Property; and

(f carry out before the end of the Term any works stipulated to be carried
out as a condition of any planning permission that has been implemented
in whole or in part during the Term unless the Landlord directs otherwise
in writing to the Tenant.

If the Tenant receives any compensation for any restriction on the user of the
Property under the Planning Acts then, on the assignment or determination of
this Underlease, the Tenant will pay to the Landlord a just and equitable
proportion of that compensation.

The Tenant will produce to the Landlord on demand all plans, documents and
other evidence which the Landlord may reasonably require and which are in the
Tenant's possession in order to satisfy itself that this clause 4.16 have been
complied with.

The Tenant will not without the Landlard's prior written consent

(a) enter into agreement or planning obligation affecting the Building or the
Property made under any legislation including

i section 18 Public Health Act 1936,
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ii section 52 Town and Country Planning Act 1971,
iii section 38 and section 278 Highways Act 1980,

iv section 33 Local Government (Miscellaneous Provisions) Act 1982,
section 106 Town and Country Planning Act 1990, and

v section 104 Water Industry Act 1991.

(b) assume any liability for CIL or claim any reliefs or exemptions from CIL in
respect of the Property.

417 Reletting and sale notices

4171

The Tenant will permit the Landlord and persons authorized by it:

(a) in the case of a proposed disposal of the reversion to the Term or of any
estate or interest in reversion to the Term, at any time; and

(b) in any other case, at any time within six months before the end of the
Term

(c) to enter the Property and to affix upon any suitable part of it (but so as
not to obscure any windows) a notice board for selling or letting the
Property (with or without any other land).

417.2 The Tenant will
(a) not remove or obscure any notice erected under clause 4.17.1 and
(b) permit all prospective purchasers or tenants authorized by the Landlord
or its agents to view the Property at all reasonable times during the day
without interruption.
417.3 In this clause disposal of the Landlord's interest includes a sale or grant of a
reversionary lease.
4.18 Encroachments
4181 The Tenant will not stop up or obstruct any windows in the Property.
4.18.2 The Tenant will not permit any easement or similar right to be made or acquired
against or on the Property.
4.18.3 The Tenant will not acknowledge that any right to light enjoyed by the Property is
enjoyed by licence or consent.
4.18.4  The Tenant will preserve all easements and rights enjoyed by the Property.
4.18.5  The Tenant will immediately notify the Landlord if any easement enjoyed by the

Property is obstructed or any new easement affecting the Property is made or
claimed by any third party.
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4.19 Notices

4191

4192

The Tenant will give the Landlord a copy of every notice, order, direction,
consent, permission, refusal or similar communication (relevant communication)
affecting the Property or the exercise of rights granted by the Underlease within
five Working Days of receipt of it by the Tenant or immediately if the relevant
communication requires response or action to be taken within less than ten
Working Days.

The Tenant will make or join the Landlord in making such objections,
representations or appeals against or in connection with any relevant
communication as the Landlord reasonably requires.

420 Notice of defects

The Tenant will give written notice to the Landlord of any defect in the Property that might
oblige the Landlord to do or refrain from doing any act or thing so as to comply with any duty
imposed by law on the Landlord.

4.21 Observe covenants

The Tenant will perform all Third Party Rights and (without prejudice to any other rights of
the Landlord) will keep the Landlord indemnified from and against all Losses arising out of
this clause.

422 Indemnity

4221

4222

The Tenant will keep the Landlord indemnified against all Losses arising directly
or indirectly out of any act or omission of the Tenant or any Lawful Occupiers or
as a consequence of any breach or non-performance of the tenant covenants in
this Underlease, the Head Lease and the P9 Superior Lease.

the provisions of clause 4.22.1 and all other provisions in this Underlease
whereby the Tenant or the Surety covenants to indemnify the Landlord shall apply
subject to:

(a) the Landlord using its reasonable endeavours to mitigate its loss;

(b) before claiming the Landlord shall serve notice on the Tenant or the
Surety (as the case may be) specifying the breach in question and giving
a reasonable period in which to remedy it;

(c) the Tenant or the Surety (as the case may be) shall not be liable to
indemnify the Landlord in respect of any matter arising as a result of the
act, neglect or default of the Landlord or the Superior Landlord;

423 Common facilities

4231

The Tenant will pay a proper proportion for the Property of all costs payable for
inspecting, constructing, repairing, maintaining, rebuilding, cleaning, operating,
lighting and clearing all ways, roads, pavements, Conduits, party walls,
structures, fences, passages and other conveniences that belong to or are
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4.24

425

4.26

4.27

4.28

51

available for use by the Property in common with any Neighbouring Property and
will keep the Landlord indemnified against all such costs.

4232 The proper proportion will be determined by the Surveyor.
Substitute sureties

4241 The Tenant will give written notice to the Landlord within ten Working Days of the
death of any surety or occurrence of an Event of Forfeiture (as defined in
clause 7.3) to any surety.

4242 If required by the Landlord, the Tenant will within 20 Working Days of written
request procure some other person acceptable to the Landlord to execute and
deliver to the Landlord a deed of covenant in the form in clause 8 (mutatis
mutandis).

VAT

4251 Where the Tenant covenants to pay an amount of money under this Underlease,
the amount will be regarded as being exclusive of VAT,

4.25.2  Where the Tenant has agreed to reimburse the Landlord for any payment made
by the Landlord the Tenant will also reimburse the Landlord for any VAT due on
the payment.

4253 The Tenant will pay to the Landlord any VAT at the rate for the time being in force
chargeable on all supplies by the Landlord to the Tenant upon production by the
Landlord to the Tenant of a valid VAT invoice and the Landlord's decision whether
or not there has been a taxable supply will be binding on the Tenant.

The Tenant will not unreasonably withhold consent to a request made by the Landlord under
section 8 of the Landiord & Tenant (Covenants) Act 1995 for a release from the landlord
covenants in this Underlease.

Sustainability and EPC

If by the Tenant's act or omission the EPC rating for the Property or the energy efficiency
environmental performance or sustainability characteristics of the Property are adversely
affected the Tenant shall restore the same to their previous standing.

Superior interest

The Tenant must not breach any of the Landlord's obligations relating to the Property in the
Headlease and must not put the Landlord in breach of any of the tenant obligations
contained in the Headlease.

Landlord’'s covenant

The Landlord covenants with the Tenant for so long as it is entitled to the reversion
immediately expectant on the termination of the Term (but so that it will have no further
liability after it ceases to be so entitled) that, subject to the Tenant paying the rents reserved
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52

5.3

7.1

7.2

by and complying with its obligations under this Underlease, the Tenant may peaceably
enjoy the Property during the Term without any interruption by the Landlord or any persons
lawfully claiming under or in trust for the Landlord.

The Head Lease

On written notice from and at the expense of the Tenant the Landlord will use reasonable
endeavours to procure the enforcement of the covenants on the part of the Superior
Landlord contained in the Head Lease, insofar as they relate to or affect the Property.

Construction Guarantees

Without prejudice to the Tenant's repairing obligations contained in this lease, on written
notice from and at the expense of the Tenant the Landlord will use reasonable endeavours
to procure the enforcement for the benefit of the Tenant of such guarantees and/or
warranties or other contractual rights the Landlord has from time to time in respect of works
to the Building carried out before the date of this Underlease.

Insurance

The Landlord and the Tenant agree to be bound by Schedule 7.
General provisions

It is agreed that:

Superior landlord's consent

Any consent that the Landlord gives is conditional on the consent (where required) of any
superior landlord being obtained. The Landlord will apply for that consent at the Tenant's
cost (such costs to be reasonable and proper in the case of the Landlord's own costs only,
such caveat not applying to any costs charged by any superior landlord) and, to the extent
the Landlord is consenting, the Landlord must take reasonable steps to obtain it.

Forfeiture

7.2.1 If any of the Events of Forfeiture (as defined in clause 7.3) are initiated or occurs
then it will be lawful for the Landlord or any person authorized by the Landlord to
re-enter the Property or any part of them in the name of the whole and on such
re-entry the Term will end but without prejudice to any claim against the Tenant
or the Surety for any antecedent breach of this Underlease.

722 It is agreed and declared that the provisions of clauses 7.2 and 7.3 and 7.4 shall
apply to a 'partnership’ (as defined in the Partnership Act 1890) and a 'limited
partnership’ (as defined by the Limited Partnerships Act 1907) and a 'limited
liability partnership' (as defined by the Limited Liability Partnerships Act 2000)
subject to the madifications contained in the Insolvency Partnerships Order 1994
and the Limited Liability Partnerships Regulations 2001 (as amended).

THL 1581179447 28 HZE.100813.00000






7.3 Events of forfeiture

7.31 In this clause Events of Forfeiture mean any of:

(a) the Tenant not paying on the due date the whole or part of the rent under
this Underlease whether or not any legal demand has been made;

{b) the Tenant failing to discharge any of its obligations under this
Underlease;

(c) the Tenant or the Surety becoming Insolvent;

(d) the Tenant or the Surety suffering Insolvency Proceedings;

(e) where the Tenant is a corparation a group company of the Tenant's being
Insclvent; and

(f) where the Tenant is a corporation a group company of the Tenant's
suffering Insolvency Proceedings.

7.4 Meaning of Insolvent

In this clause in relation to any person Insolvent means any of:

741 being unable or admitting inability to pay debts as they fall due;

742 suspending payments of any debts;

7.4.3 negotiating with any creditors about rescheduling indebtedness for any reason;

7.4.4 the value of assets being less than liabilities (taking into account contingent and
prospective liabilities); or

745 applying for or obtaining a moratorium for the whole or any part of indebtedness,
whether pursuant to an administration or to Part A1 of the Insolvency Act 1986
or otherwise.

7.5 Meaning of Insolvency Proceedings

In this clause in relation to any person Insolvency Proceedings means the taking of any
corporate action, legal proceedings or other procedure or steps in relation to any of:

7.5.1 suspension of any payments;

7.52 moratorium of any indebtedness;

7.53 winding-up;

754 dissolution, administration, restructuring (pursuant to Part 26A of the Companies
Act 2008) or reorganisation (by way of voluntary arrangement, scheme of
arrangement or otherwise) except (in the case of a company) solvent liguidation
or reorganisation;

755 composition, compromise, assignment, or arrangement with any creditor;
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756

757

7.58

7.5.9

appointment of a liquidator (except on a solvent liquidation), receiver,
administrative receiver, administrator, compulsory manager or similar officer for
the person or any part of its assets;

(in the case of an individual only) appointment of a trustee in bankruptcy or a
provisional receiver or similar officer for that individual or any part of his assets,
or

the enforcement of any security or distraint by anyone over any assets; or

the service of any notice or any other action pursuant to Section 72 of the 2007
Act.

76 Neighbouring Property

761

762

The Landlord and all others authorised by it may:

(a) pull down, alter, erect, rebuild or otherwise deal with or permit or suffer to
be pulled down, altered, erected, rebuilt or otherwise dealt with any
Neighbouring Property to any extent and in any manner desired; or

(b) use any Neighbouring Property in any way even if access of light and air
to the Property or any easements, rights or amenities are obstructed or
interfered with and even if the Tenant objects on any ground.

In exercising any of its rights under this clause 7.6 the Landlord will maintain
proper support for the Property.

7.7 Service of notices

T

Tl2

b

7.74

7.7.5

Any notice served under this Underlease by the Landlord on the Tenant or the
Surety must be served by hand or sent by pre-paid special delivery post or
recorded delivery post addressed to the Tenant or the Surety as the case may
be at its registered office or if the Tenant or the Surety as the case may be is an
individual at its last known address.

Any notice served under this Underlease on the Landlord must be served by hand
or sent by pre-paid special delivery post or recorded delivery addressed to the
Landlord at its registered office or if the Landlord is an individual at its last known
address.

Any notice given in accordance with clauses 7.7.1 or 7.7.2 will be deemed to
have been received:

(a) if delivered by hand, at the time the notice is left at the proper address; or

(b) if sent by pre-paid special delivery post or recorded delivery, on the first
Working Day after posting.

Any notice, consent, approval, requirement or other communication required or
authorized by this Underlease will be valid only if it is in writing.

E-mail and fax are not valid methods of service of notices under this Underlease.
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776 While the Landlord is a company registered in the United Kingdom, any notice to
be served on the Landlord under this Underlease must be addressed to the

Landlord.
177 Service upon the Tenant will also be deemed to be service on the Surety.
7.8 No implied easements

7.81 Nothing will:

(a) confer on the Tenant any right to the benefit of or to enforce any covenant,
condition or agreement relating to any other property belonging to the
Landlord:;

(b) limit, affect, restrict or interfere with the full and free right and liberty of the

Landlord at any time to deal in any manner which the Landlord may think
fit with any other property belonging to the Landlord whether for the
purposes of any work of renewal, construction, alteration, improvement,
demolition and ancillary works or otherwise;

(c) confer on the Tenant anything mentioned or referred to in section 62 of
the 1925 Act or the rule in Wheeldon v Burrows (1879) 12 Ch D 31 except
for those expressly in this Underlease; and

(d) The Tenant will not acquire or become entitled to any extra rights over
any other property belonging to the Landlord.

7.8.2 The grant of this Underlease does not and is not intended to create or pass any
easements or other rights for the benefit of the Property or the Tenant or any
other occupiers of the Property in respect of any Neighbouring Property.

783 Any light or air or amenities at any time enjoyed by the Property is deemed to be
enjoyed by consent except as stated otherwise in this Underlease.

7.9 No waiver

7.91 If the Landlord accepts or demands the Basic Rent or any money under this
Underlease from the Tenant with the knowledge of any breach of this Underlease,
the Landlord's right to forfeit this Underlease on the grounds of the breach is to
remain in force.

7.9.2 The Tenant may not rely upon any acceptance or demand for payment in any
forfeiture proceedings brought on the grounds of any breach.

7.10 No compensation
The Tenant is not entitled on quitting the Property to claim from the Landlord any

compensation unless and to the extent that any legislation precludes the operation of this
clause.
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7.1 Disputes

Any dispute between the Tenant and the tenants or occupiers of any Neighbouring Property
about the Property or any neighbouring Property (or use of either), party or other walls
separating the Property from any Neighbouring Property or the amount of any contribution
towards the costs of common facilities will be decided by the Landlord whose decision will
be binding upon all parties to the dispute.

7.12 Break clause

7.121

7.12.2

7.12.3

7.12.4

7.12.5

The Tenant may subject to compliance with the provisions of this clause end the
Term on the Break Date by giving to the Landlord not less than six months' prior
written notice to that effect. If notice is given under this clause the Term will end
on the Break Date but without prejudice to any claim by either party against the
other in respect of any antecedent breach of any covenant or condition in this
Underlease.

It is a condition to the exercise of the right under this clause that:
(a) on the Break Date there are no subsisting arrears of the Basic Rent; and

(b) on the Break Date the Tenant delivers the Property to the Landlord with
no subsisting underleases and / or occupational interests.

The Landlord shall within fifteen Working Days after termination of the Term
repay to the tenant all sums prepaid by the Tenant in respect of the Basic Rent
and insurance of the Property from but excluding the Break Date to and including
the last day of the respective periods for which they were paid duly apportioned
on a daily basis.

No rights of the nature in this clause will be included on renewal of this
Underlease whether renewal is pursuant to a statutory right of the Tenant or
otherwise.

If the Term does not end pursuant to the provisions of this clause 7.12 then the
Basic Rent payable shall be a peppercorn (if demanded) from and including the
Break Date to but excluding the date being four months after the Break Date.

7.13 Acknowledgements

7.131

The Tenant and separately the Surety acknowledges and confirms to the
Landlord that:

(a) this Underlease has not been entered into wholly or partly in reliance on
any statement or representation made by or on behalf of the Landlord
except any statement or representation expressly in this Underlease;

(b) (without prejudice to sub-clause (a)) no representations have been made
to the Tenant by or on behalf of the Landlord about:

(c) the condition of the Property;
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7.14 Release

(d) the applicability or otherwise to the Property of any requirements of any
Environmental Law;

(e) the suitability of the Property for any purpose whatsoever;
(f) it will not be excused or released from any of the Tenant's obligations in
this Underlease whether or not the performance of those obligations

involves work or expenditure

i to make good rectify remove treat or render harmless contaminating
substances (whether before or during the Term), or

ii to make good any damage caused by any Hazardous Substance on the
Property or elsewhere;

(g) it has made its own independent investigation of the Property and is
relying solely on those investigations.

The Tenant unconditionally releases the Landlord from all liability for Losses directly or
indirectly arising from the condition of the Property including the presence (before or during
the Term) of any Hazardous Substance.

745  Third party rights

7.1541

7.15.2

Nothing in this Underlease is intended to confer any benefit on any person who
is not a party to it.

The parties may, by agreement, vary this Underlease without the consent of any
third party to whom the right of enforcement of any of its terms has been expressly
provided.

7.16 HM Land Registry

7.16.1

7.16.2

7.16.3

It is agreed that any notice of any matter relating to the terms of this Underlease
applied for by the Tenant will be in the form of a unilateral notice.

Promptly following completion of this Underlease, the Tenant will:

(a) apply to register it at HM Land Registry if this Underlease is so
registerable and not withdraw such application;

(b) deal with any requisitions raised by HM Land Registry expeditiously and
properly; and

within one month of completion of the registration send the Landlord official
copies of the titles showing completion of the registration or procure that a third
party does so.

Within one month after the end of the Term (and notwithstanding the fact that the
Term has ended) the Tenant will apply to close the registers of title to this
Underlease at HM Land Registry diligently deal with that application so as to
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procure that the registers are closed and keep the Landlord informed of the
progress of the application.

717 Entry on the Property by the Landlord and others

.18 3 If the Landlord or any other person enters on to or over the Property whether
pursuant to the Tenant's covenants of or the rights reserved by this Underlease
then notwithstanding any other provision in this Underlease;

(a)
(b)
(c)
(d)
8 Surety
8.1 Guarantee

any person so entering shall complete such inspection works or other task
for which entry was made as quickly and efficiently as reasonably
possible causing as little damage and destruction as reasonably possible
and making good any physical damage caused in the exercise of such
right to the Property as soon as reasonably possible free of expense to
the Tenant to the reasonable satisfaction of the Tenant;

any person so entering shall comply with the reasonable security
requirements of the Tenant and any other occupiers of the Property
provided they have first been notified to the Landlord in advance; and

such rights may be exercised for works to be carried out only to the extent
that such works cannot otherwise reasonably and economically be
carried out without entry on to the Property.

any person intending to enter must except in case of emergency give
reasonable prior notice to the Tenant of such intention.

In consideration of the demise of the Property in this Underlease, the Surety guarantees to
the Landlord that the Tenant shall:

8.1.1 pay the rents reserved by and will observe and perform the other obligations on
the part of the Tenant contained in this Underlease and if the Tenant fails to pay
any of those rents or to observe and perform any of those obligations, then the
Surety shall pay or observe and perform them; and

8.1.2 observe and perform any obligations the Tenant enters into in an 'authorised
guarantee agreement’ (as defined by the 1995 Act) and that if the Tenant fails to
do s0, then the Surety shall observe and perform those obligations.

8.2 Indemnity

The Surety covenants with the Landlord as primary obligor, and as a separate and
independent obligation and liability from its obligations and liabilities under clause 8.1, to
indemnify and keep indemnified the Landlord against all losses damages, costs, claims,
liabilities, demands and expenses whatsoever arising out of:

821 any act or omission of the Tenant or any Lawful Occupiers or as a consequence
of any breach or non-performance of the tenant covenants in this Underlease,
the Head Lease and the P9 Superior Lease; and
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822

the Tenants failure to observe and perform any of the obligations the Tenant
enters into in an 'authorised guarantee agreement’ (as defined by the 1995 Act).

8.3 Liability of the Surety

8.3.1

The liability of the Surety to the Landlord under clauses 8.1.1 and 8.2.1 above
shall continue in full force and effect until the end of the Term or until the Tenant
is released from the tenant covenants in this Underlease by virtue of the 1995
Act.

832 The liabilities of the Surety under this clause 8 will not in any way be reduced,
released, discharged or otherwise affected by:
(a) any time or indulgence being given to the Tenant or any other person; or
(b) any arrangement made with the Tenant or any other person; or
(c) any variation to the terms of this Underlease; or
(d) any act or omission by the Landlord; or
(e) the surrender of any part of the Property; or
f the Tenant being dissolved or struck off; or
{g) (without limitation to the provisions of clause 8.4) the disclaimer of the
Tenant's liabilities under this Underlease or the forfeiture of this
Underlease.
833 Any sums payable by the Surety shall be made without any deduction, set-off or
counter-claim against the Landlord or the Tenant.
8.4 Surety to take new lease or make payment

If this Underlease is disclaimed or forfeited and if so required by the Landlord within six
months of the forfeiture or the Landlord receiving notice of the disclaimer then the Surety
will (at the option of the Landlord):

841

842

at its own cost accept a new lease of the Property on the terms set out in
clause 8.5; or

pay to the Landlord on demand an amount equal to the rents reserved by this
Underlease that would have been payable under this Underlease but for the
disclaimer or forfeiture until whichever is the earlier of the date on which the
Property is fully re-let, the date six months after the date of the disclaimer or
forfeiture, and the expiry of the Term.
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8.5

86

8.7

8.8

New lease terms

8.5.1

852

853

The terms of any new lease to be taken by the Surety under clause 8.4 are to be
the same as the terms of this Underlease except as follows:

(a) the new lease will be for a term equal in length to the unexpired part of
the Term as at the date on which the relevant forfeiture or disclaimer
occurred;

(b) the term of the new lease will commence on the date on which the
relevant forfeiture or disclaimer occurred; and

(c) the Basic Rent under the new lease will be the same as the Basic Rent
payable under this Underlease on the date on which the relevant
forfeiture or disclaimer occurred or that would be payable but for any
abatement or rent suspension under this Underlease and subject to
review at the same times and in the same manner as those reviews of
the Basic Rent that would have occurred under this Underlease had it
continued.

The Landlord will send or cause to be sent to the Surety a counterpart of the new
lease for execution and on receipt the Surety will immediately execute and deliver
to the Landlord the counterpart.

The Surety will pay the reasonable costs properly incurred by the Landlord in
connection with the grant of the new lease.

No participation in security

8.6.1

86.2

The Surety will not be entitled to participate in any security held by the Landlord
in respect of the Tenant's obligations to the Landlord under the Underlease until
the obligations on the part of the Surety or of the Tenant under the Underlease
have been performed or discharged.

Following the taking of any step in connection with any voluntary arrangement or
other compromises or arrangement for the benefit of any creditors of the Tenant,
the Surety will not exercise any right or remedy that it may have against the
Tenant to recover any amount paid or other obligation performed by the Surety
under this clause 8.

Variations and supplemental documents

The Surety shall at the request of the Landlord (and at the expense of the Surety) join in
and give its consent to the terms of any consent; approval; variation or other document that
may be entered into by the Tenant in connection with this Underlease.

Saving provisions

8.8.1

Any provision of this clause 8 rendered void by virtue of section 25 of the 1985
Act is to be severed from all of the remaining provisions and the remaining
provisions are to be preserved.
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8.9

8.10

2.1

9.2

9.3

94

10

88.2 If any provision of this clause 8 extends beyond the limits permitted by section 25
of the 1995 Act, then that provision is to be varied so as not to extend beyond
those limits.

Landlord's successors benefit

The provisions of this clause 8 are for the benefit of the Landlord and its successors in title
without the need for any express assignment.

General Co-operation
The Landlord and the Tenant shall each co-operate with the other:

8.10.1 by the Tenant providing whatever information the Landlord reascnably requires
relating to the energy and water consumption and waste management statistics
for the Property; and

8.10.2 in a reasonable manner in respect of any energy saving or carbon reduction
initiative that the Tenant may choose to implement (but not so as to breach any
of the Tenant's covenants) in relation to its use of the Property.

Environmental Provisions
The Tenant shall:

within 15 working days of written request, provide at its own expense (but not more than
twice in any 12-month period) to the Landlord or its authorised representatives all
information and data in the possession of the Tenant regarding the energy and water
consumption at and the waste production and recycling from the Property;

use reasonable endeavours to comply with the Environmental Management Plan during the
Term;

use all reasonable endeavours not adversely to affect the asset rating for the Property as
expressed in the EPC;

permit the Landlord or its authorised representatives at all times on reasonable prior written
notice to enter and remain upon the Property (with or without workmen, tools or equipment)
for the purposes of:

94.1 reviewing or measuring the Tenant's energy and water use; and/or

942 carrying out works pursuant to the Environmental Management Plan; and/or
943 installing at the cost of the Tenant separate sub-metering of utilities.

New lease

This Underlease is a new tenancy for the purposes of section 1 of the 1995 Act.

This Underlease has been executed as a deed and is delivered on the date stated at the beginning

of it.
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EXECUTED as a deed by URBAN
LOGISTICS ACQUISITIONS 2 LIMITED

acting by

CHRLUSTOPHER TURNEL | adirector, in the
presence of:

S Crockert ..

Witness

EXECUTED as a deed by PFS GLOBAL
SERVICES UK LIMITED
acting by

, a director, in the

presence of.

Occupation: ...................

EXECUTED and DELIVERED as a DEED by
PFS WEB, INC. a company incorporated in
Delaware, acting by

who, in
accordance with the laws of that territory is
acting under the authority of the company.

~ Director

Signature in the name of the company

PFS WEB INC

Authorised Signatory
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Exhibit 31.1
CERTIFICATIONS OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

I, Michael Willoughby, certify that:

1. T have reviewed this quarterly report on Form 10-Q of PFSweb, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the periods covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of
operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and
15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)

b)

)

d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this
report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation;

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s
fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the
audit committee of the registrant’s board of directors (or persons performing the equivalent function):

a)

b)

Date:

By:

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize, and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting.

August 8, 2023

/s/ Michael Willoughby
Michael Willoughby
Chief Executive Officer




Exhibit 31.2
CERTIFICATIONS OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

I, Thomas Madden, certify that:
1. I have reviewed this quarterly report on Form 10-Q of PFSweb, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the periods covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of
operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and
15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this
report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

9] Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure

controls and procedures, as of the end of the period covered by this report based on such evaluation;

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s
fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the
audit committee of the registrant’s board of directors (or persons performing the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize, and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting.
Date: August 8, 2023
By: /s/ Thomas J. Madden

Thomas J. Madden
Chief Financial Officer



Exhibit 32.1
CERTIFICATIONS PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code), each of the undersigned
officers of PFSweb, Inc. (the “Company”), does hereby certify that:

The Quarterly Report on Form 10-Q for the period ended June 30, 2023 (the “Form 10-Q”) of the Company fully complies with the requirements of Section 13(a) or 15(d),
as applicable, of the Securities Exchange Act of 1934 and the information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and results of
operations of the Company as of, and for, the periods presented in the Form 10-Q.

August 8, 2023 /s/ Michael Willoughby
Michael Willoughby
Chief Executive Officer

August 8, 2023 /s/ Thomas J. Madden
Thomas J. Madden
Chief Financial Officer

The foregoing certification is being furnished as an exhibit to the Form 10-Q pursuant to Item 601(b)(32) of Regulation S-K and Section 906 of the Sarbanes-Oxley Act of 2002
(subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code) and, accordingly, is not being filed as part of the Form 10-Q for purposes of Section 18 of the
Securities Exchange Act of 1934, as whether made before or after the date hereof, regardless of any general incorporation language in such filing.

A signed original of this written statement required by Section 906 has been provided to PFSweb, Inc. and will be retained by PFSweb, Inc. and furnished to the Securities and
Exchange Commission or its staff upon request.



