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CAUTIONARY NOTE ON FORWARD-LOOKING INFORMATION

This Quarterly Report on Form 10-Q (this “Report”) contains “forward-looking statements” within the meaning of the Private Securities
Litigation Reform Act of 1995, in addition to historical information. All statements, other than statements of historical facts, included in this
Report that address activities, events, or developments with respect to our financial condition, results of operations, or economic
performance that we expect, believe, or anticipate will or may occur in the future, or that address plans and objectives of management for
future operations, are forward-looking statements. You can typically identify forward-looking statements by the use of words, such as “may,”
“could,” “should,” “assume,” “project,” “believe,” “anticipate,” “expect,” “estimate,” “potential,” “plan,” and other similar words. These
statements are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995.

The forward-looking statements contained in this Report are based on management’s current expectations and are subject to
uncertainty and changes in circumstances. We cannot assure you that future developments affecting us will be those that we have
anticipated. Forward-looking statements and our performance inherently involve risks and uncertainties that could cause actual results to
differ materially from the forward-looking statements. Factors that would cause or contribute to such differences include, but are not limited
to:
 • duration and scope of the COVID-19 pandemic, government and other third-party responses to it and the consequences for

the global economy, including to our business, employees, and the businesses of our suppliers, customers and
manufacturers of our distributed products;

 • dependence on third-party vendors and on sales to major customers;
 • regulations, economic conditions, and tariffs in the People’s Republic of China (“PRC”), as well as dependence on the efforts

of our exclusive distributor in the PRC to market and sell our products there;
 • continuation of our distributorship agreement for Batiste Dry Shampoos;
 • a continued shift in the retail market from food and drug stores to mass merchandisers, club stores, dollar stores, e-

commerce retailers, and subscription services;
 • competition from large consumer products companies in the United States;
 • competitive factors, including any decrease in distribution of (i.e., retail stores carrying) our significant products;
 • new competitive products and/or technological changes;
 • the need for effective advertising of our products and limited resources available for such advertising;
 • unfavorable economic conditions;
 • changing consumer preferences and the continued acceptance of each of our significant products in the marketplace;
 • the degree of success of any new product or product line introduction by us;
 • the degree of success of the integration of product lines or businesses we may acquire;
 • the degree of success of our conversion to outsourced manufacturing and dependence on third-party manufacturers;
 • the availability of necessary raw materials, especially plastics including caps and bottles;
 • potential increases in raw material prices;
 • changes in the regulation of our products, including applicable environmental, U.S. and international Food and Drug

Administration regulations and process-audit compliance;
 • the loss of any executive officer or other personnel;
 • future losses which could affect our liquidity;
 • other matters discussed in this Report, including the risks described in the Risk Factors section of this Report and in our

Annual Report on Form 10-K for the year ended December 31, 2020 and subsequent Quarterly Reports on Form 10-Q.

We caution you that forward-looking statements are not guarantees of future performance and that actual results or performance may
be materially different from those expressed or implied in the forward-looking statements. The forward-looking statements in this Report
speak as of the filing date of this Report. Although we may from time to time voluntarily update our prior forward-looking statements, we
undertake no obligation to revise any forward-looking statements in order to reflect events or circumstances that may arise after the date of
this Report.
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PART I
 
ITEM  1. FINANCIAL STATEMENTS.

SCOTT’S LIQUID GOLD-INC. & SUBSIDIARIES

Condensed Consolidated Statements of Operations (Unaudited)
(in thousands, except per share data)

 
 Three Months Ended  
 March 31,  
 2021   2020  
Net sales $ 9,433   $ 7,854  
Cost of sales  5,296    4,390  
Gross Profit  4,137    3,464  

        
Operating expenses:        
Advertising  159   221 
Selling  2,551    1,589  
General and administrative  1,285    1,194  
Intangible asset amortization  388   210 

Total operating expenses  4,383    3,214  
(Loss) income from operations  (246)   250 
        
Interest income  -    1 
Interest expense  (134)   (4)
(Loss) income before income taxes  (380)   247 
Income tax benefit  100   30  
Net (loss) income $ (280)  $ 277 
        
Net (loss) income per common share        

Basic $ (0.02)  $ 0.02 
Diluted $ (0.02)  $ 0.02 

Weighted average shares outstanding        
Basic  12,618   12,462 
Diluted  12,618   12,608

 
 
 
 
 

See accompanying notes to these Condensed Consolidated Financial Statements.
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SCOTT’S LIQUID GOLD-INC. & SUBSIDIARIES

Condensed Consolidated Balance Sheets
(in thousands, except par value amounts)

 
 March 31,   December 31,  
 2021   2020  
  (Unaudited)      
Assets        
Current assets:        

Cash and cash equivalents $ 1  $ 5 
Accounts receivable, net  5,372    4,512  
Inventories, net  4,726    3,988  
Income taxes receivable  535   535 
Prepaid expenses  562   596 
Other current assets  -    112 

Total current assets  11,196   9,748  
        
Property and equipment, net  15    18  
Deferred tax asset  881   784 
Goodwill  5,280    5,280  
Intangible assets, net  14,302   14,703 
Operating lease right-of-use assets  2,922    2,985  
Other assets  38   38  

Total assets $ 34,634  $ 33,556 
        

Liabilities and Shareholders’ Equity        
Current liabilities:        

Accounts payable $ 3,197   $ 1,799  
Accrued expenses  558   296 
Current portion of long-term debt  1,000    1,000  
Operating lease liabilities, current portion  247   249 
Other current liabilities  67   67  

Total current liabilities  5,069    3,411  
        

Long-term debt, net of current portion and debt issuance costs  4,220    4,521  
Operating lease liabilities, net of current  2,970    3,032  
Other liabilities  121   127 

Total liabilities  12,380   11,091 
        

Shareholders’ equity:        
Preferred stock, no par value, authorized 20,000 shares; no shares issued and outstanding  -    -  
Common stock; $0.10 par value, authorized 50,000 shares; issued and outstanding 12,618
shares (2021) and 12,618 shares (2020)  1,262    1,262  
Capital in excess of par  7,702    7,633  
Retained earnings  13,290   13,570 

Total shareholders’ equity  22,254   22,465 
Total liabilities and shareholders’ equity $ 34,634  $ 33,556

 
 
 
 
 

See accompanying notes to these Condensed Consolidated Financial Statements.
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SCOTT’S LIQUID GOLD-INC. & SUBSIDIARIES
 

Condensed Consolidated Statements of Shareholders’ Equity
(in thousands)

 
 Common Stock              

 Shares   Amount   
Capital in

Excess of Par   
Retained
Earnings   Total  

Balance, December 31, 2020  12,618  $ 1,262   $ 7,633   $ 13,570  $ 22,465 
Stock-based compensation  -    -    69    -    69  
Net loss  -    -    -    (280)   (280)

Balance, March 31, 2021 (Unaudited)  12,618  $ 1,262   $ 7,702   $ 13,290  $ 22,254 
                    
Balance, December 31, 2019  12,462  $ 1,246   $ 7,250   $ 15,121  $ 23,617 

Stock-based compensation  -    -    36    -    36  
Net income  -    -    -    277   277 

Balance, March 31, 2020 (Unaudited)  12,462  $ 1,246   $ 7,286   $ 15,398  $ 23,930
 

 

 

 

 

 

 

 

 

 

 

See accompanying notes to these Condensed Consolidated Financial Statements.
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SCOTT’S LIQUID GOLD-INC. & SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows (Unaudited)
(in thousands)

 
 Three Months Ended  
 March 31,  
 2021   2020  
Cash flows from operating activities:        

Net (loss) income $ (280)  $ 277 
Adjustments to reconcile net (loss) income to net cash provided (used) by operating activities:        

Depreciation and amortization  453   229 
Stock-based compensation  69   36  
Deferred income taxes  (97)   107 
Change in operating assets and liabilities, net of the effects of acquisitions:        

Accounts receivable  (860)   (951)
Inventories  (738)   429 
Prepaid expenses and other assets  146   93  
Income taxes receivable  -    (39 )
Accounts payable, accrued expenses, and other liabilities  1,653    (768)

Total adjustments to net loss  626   (864)
Net cash provided (used) by operating activities  346   (587)
        
Cash flows from investing activities:        

Proceeds from sale of property and equipment  -    500 
Purchase of property and equipment  -    (17 )

Net cash provided by investing activities  -    483 
        
Cash flows from financing activities:        

Proceeds from revolving credit facility  8,730    -  
Repayments of revolving credit facility  (8,830 )   -  
Repayments of term loan  (250)   -  
Payments for debt issuance costs  -    (64 )

Net cash used in financing activities  (350)   (64 )
        
Net decrease in cash and cash equivalents  (4)   (168)
        
Cash and cash equivalents, beginning of period  5   1,094  
Cash and cash equivalents, end of period $ 1  $ 926 
        
Supplemental disclosures:        

Cash paid during the period for interest $ 86  $ 4
 
 
 
 
 

See accompanying notes to these Condensed Consolidated Financial Statements.
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SCOTT’S LIQUID GOLD-INC. & SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (Unaudited)
(in thousands, except per share data)

 
Note 1. Organization and Summary of Significant Accounting Policies
(a) Company Background

Scott’s Liquid Gold-Inc., a Colorado corporation was incorporated on February 15, 1954. Scott’s Liquid Gold-Inc. and its wholly-owned
subsidiaries (collectively, the “Company,” “we,” “our,” or “us”) develop, market and sell quality household and personal care products. We
are also a distributor in the United States of personal care products manufactured by another company. Our business is comprised of two
segments: household products and personal care products.

(b) Principles of Consolidation
Our Condensed Consolidated Financial Statements include our accounts and those of our wholly-owned subsidiaries. All intercompany

accounts and transactions have been eliminated.

(c) Basis of Presentation
The unaudited Condensed Consolidated Statements of Operations, Condensed Consolidated Balance Sheets, and Condensed

Consolidated Statements of Cash Flows included in this Report have been prepared by the Company. In our opinion, all adjustments (which
include only normal recurring adjustments) necessary to present fairly the financial position at March 31, 2021 and results of operations and
cash flows for all periods have been made.

Certain information and footnote disclosures normally included in financial statements prepared in accordance with generally accepted
accounting principles in the United States (“GAAP”) have been condensed or omitted pursuant to the rules and regulations of the Securities
and Exchange Commission (“SEC”). These Condensed Consolidated Financial Statements should be read in conjunction with our financial
statements and notes thereto included in our Annual Report on Form 10-K for the year ended December 31, 2020. The results of operations
for the period ended March 31, 2021 are not necessarily indicative of the operating results for the full year and are unaudited.

(d) Use of Estimates
The preparation of financial statements in conformity with GAAP requires us to make estimates and assumptions that affect the

reported amounts in our financial statements of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Significant estimates include, but are
not limited to, the realization of deferred tax assets, reserves for slow moving and obsolete inventory, customer returns and allowances,
intangible asset useful lives and amortization method, fair value of assets acquired in business combinations, operating lease right-of-use
assets and operating lease liabilities, and stock-based compensation. Actual results could differ from our estimates.

(e) Cash Equivalents
We consider all highly liquid investments with an original maturity of three months or less at the date of acquisition to be cash

equivalents.

(f) Inventories Valuation and Reserves
Inventories consist of raw materials and finished goods and are stated at the lower of cost (first-in, first-out method) or net realizable

value, which is defined as the estimated selling price in the ordinary course of business, less reasonably predictable costs of completion,
disposal, and transportation. We estimate an inventory reserve, which is generally not material to our financial statements, for slow moving
and obsolete products and raw materials based upon, among other things, an assessment of historical and anticipated sales of our products.
In the event that actual results differ from our estimates, the results of future periods may be impacted.
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Inventories were comprised of the following at:

 
 March 31, 2021   December 31, 2020  
Finished goods $ 4,350   $ 3,583  
Raw materials  1,252    1,281  
Impairment of raw materials  (876)  (876)
 $ 4,726   $ 3,988

Our remaining raw materials balance is to be sold to contract manufacturing partners based on production demand.
(g) Property and Equipment

Property and equipment are recorded at historical cost. Depreciation is provided using the straight-line method over the estimated
useful lives of the assets ranging from three to 20 years. Office furniture and office machines are estimated to have useful lives of 10 to 20
years and three to five years, respectively. Maintenance and repairs are expensed as incurred. Improvements that extend the useful lives of
the asset or provide improved efficiency are capitalized.

(h) Leases
Lease assets and lease liabilities are recognized at the commencement of an arrangement where it is determined at inception that a

lease exists. Lease assets represent the right to use an underlying asset for the lease term, and lease liabilities represent the obligation to
make lease payments arising from the lease. These assets and liabilities are initially recognized based on the present value of lease
payments over the lease term calculated using our incremental borrowing rate generally applicable to the location of the lease asset, unless
the implicit rate is readily determinable. Lease terms include options to extend or terminate the lease when it is reasonably certain that those
options will be exercised.

Certain nonlease components, such as maintenance and other services provided by the lessor, are included in the valuation of the
lease. Leases with an initial term of 12 months or less, which are not material to our financial statements, are not recorded on the balance
sheet, and the expense for these short-term leases and for operating leases is recognized on a straight-line basis over the lease term. Lease
agreements with lease and nonlease components are combined as a single lease component.

The Company evaluates reimbursable leasehold improvements based on whether improvements are indicative of a lessor or lessee
asset. The Company concluded that all of its reimbursable leasehold improvement payments have qualified as lessor assets and, as such,
have accounted for leasehold improvement payments as prepaid rent included in prepaid expenses on the condensed consolidated balance
sheets.

(i) Intangible Assets and Goodwill
Intangible assets consist of customer relationships, trade names, formulas, batching processes, internal-use software and a non-

compete agreement.  The fair value of the intangible assets is amortized over their estimated useful lives and range from a period of five to
25 years. Goodwill consists of the excess of the purchase price over the fair value of tangible and identifiable intangible assets acquired.

Internal-use software costs recognized as an intangible asset relates to capitalizable costs of computer software obtained for internal-
use as defined by the Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 350-40-30-1. All other
internal-use software costs are expensed as incurred by the Company. Amortization will be recorded over the estimated useful life of the
software once the software is ready for its intended use and placed into service. As of March 31, 2021, our internal-use software was not
ready for its intended use. The estimated useful life for internal-use software will be determined and periodically reassessed based on
considerations for obsolescence, technology, competition, and other economic factors.

Goodwill and intangible assets deemed to have indefinite lives are not amortized but are subject to annual impairment tests, and in
certain circumstances these assets are written down to fair value if impaired.
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(j) Financial Instruments
Financial instruments which potentially subject us to concentrations of credit risk include cash and cash equivalents and accounts

receivable. We maintain our cash balances in the form of bank demand deposits with financial institutions that we believe are creditworthy.
Historically, we have maintained balances in various operating accounts in excess of federally insured limits. We establish an allowance for
doubtful accounts, which is generally not material to our financial statements, based upon factors surrounding the credit risk of specific
customers, historical trends and other information. We have no significant financial instruments with off-balance sheet risk of accounting
loss, such as foreign exchange contracts, option contracts or other foreign currency hedging arrangements.

The recorded amounts for cash and cash equivalents, receivables, other current assets, accounts payable, and accrued expenses
approximate fair value due to the short-term nature of these financial instruments.

(k) Purchase Accounting for Acquisitions
We apply the acquisition method of accounting for a business combination. In general, this methodology requires us to record assets

acquired and liabilities assumed at their respective fair values at the date of acquisition. Any amount of the purchase price paid that is in
excess of the estimated fair value of the net assets acquired is recorded as goodwill. For certain acquisitions, we also record a liability for
contingent consideration based on estimated future business performance. We monitor our assumptions surrounding these estimated future
cash flows and, if there is a significant change, would record an adjustment to the contingent consideration liability and a corresponding
adjustment to either income or expense. We determine fair value using widely accepted valuation techniques, primarily discounted cash flow
and market multiple analyses. These types of analyses require us to make assumptions and estimates regarding industry and economic
factors, the profitability of future business strategies, discount rates and cash flow.

If actual results are not consistent with our assumptions and estimates, or our assumptions and estimates change due to new
information, we may be exposed to an impairment charge in the future. If the contingent consideration paid for any of our acquisitions
differs from the amount initially recorded, we would record either income or expense associated with the change in liability.

(l) Income Taxes
Income taxes reflect the tax effects of transactions reported in the Condensed Consolidated Financial Statements and consist of taxes

currently payable plus deferred income taxes related to certain income and expenses recognized in different periods for financial and
income tax reporting purposes. Deferred income tax assets and liabilities are recognized for the future income tax consequences
attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective income tax
bases. A valuation allowance is established when it is more-likely-than-not that some portion or all of a deferred tax asset will not be
realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the period in
which related temporary differences become deductible. Deferred tax assets and liabilities are measured using enacted tax rates expected
to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled.

Taxes are reported based on tax positions that meet a more-likely-than-not standard and that are measured at the amount that is
more-likely-than-not to be realized. Differences between financial and tax reporting which do not meet this threshold are required to be
recorded as unrecognized tax benefits or expense. We classify penalty and interest expense related to income tax liabilities as an income
tax expense. There are no significant interest and penalties recognized in the Condensed Consolidated Statements of Income or accrued on
the Condensed Consolidated Balance Sheets.

The effective tax rate for the three months ended March 31, 2021 and 2020 was 24.7% and (12.1)% respectively, which can differ
from the statutory income tax rate due to permanent book-to-tax differences.

On March 27, 2020, President Trump signed into U.S. federal law the CARES Act, which is aimed at providing emergency assistance
and health care for individuals, families, and businesses affected by the COVID-19 pandemic and generally supporting the U.S. economy. The
CARES Act, among other things, includes provisions relating to refundable payroll tax credits, deferment of employer side social security
payments, net operating loss carryback periods, alternative minimum tax credit refunds, modifications to the net interest deduction
limitations and technical corrections to tax depreciation methods for qualified improvement property. In particular, under the CARES Act,
NOLs arising in 2018, 2019, and 2020 taxable years may be carried back to each of the preceding five years to generate a refund. The tax
impact of the carryback of 2019 losses was recorded in the first quarter income tax provision. We elected to defer our portion of employee
social security taxes, of which 50% is payable by December 31, 2021 and the remaining is payable by December 31, 2022.

7

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.



 

(m) Revenue Recognition
Our revenue recognition policy is significant because the amount and timing of revenue is a key component of our results of

operations. Certain criteria are required to be met in order to recognize revenue. If these criteria are not met, then the associated revenue is
deferred until it is met. When consideration is received in advance of the delivery of goods or services, a contract liability is recorded. Our
revenue contracts are identified when purchase orders are received and accepted from customers and represent a single performance
obligation to sell our products to a customer.

Net sales reflect the transaction prices for contracts, which include products shipped at selling list prices reduced by variable
consideration. Variable consideration includes estimates for expected customer allowances, promotional programs for consumers, and sales
returns. Based on our customer-by-customer history, our variable consideration estimates are generally accurate and subsequent
adjustments are generally immaterial.

Variable consideration is primarily comprised of customer allowances. Customer allowances primarily include reserves for trade
promotions to support price features, displays, slotting fees, and other merchandising of our products to our customers. Promotional
programs for consumers primarily include coupons, rebates, and certain other promotional programs, and do not represent a significant
portion of variable consideration. The costs of both customer allowances and promotional programs for consumers are estimated using
either the expected value or most likely amount approach, depending on the nature of the allowance, using all reasonably available
information, including our historical experience and current expectations. Customer allowances and promotional programs for consumers
are reflected in the transaction price when sales are recorded. We may adjust our estimates based on actual results and consideration of
other factors that cause allowances. In the event that actual results differ from our estimates, the results of future periods may be impacted.

Sales returns are generally not material to our financial statements, and do not comprise a significant portion of variable
consideration. Estimates for sales returns are based on, among other things, an assessment of historical trends, information from customers,
and anticipated returns related to current sales activity. These estimates are established in the period of sale and reduce our revenue in that
period.

Sales are recorded at the time that control of the products is transferred to customers. In evaluating the timing of the transfer of
control of products to customers, we consider several indicators, including significant risks and rewards of products, our right to payment,
and the legal title of the products. Based on the assessment of control indicators, sales are generally recognized when products are
delivered to customers.

We have also established an allowance for doubtful accounts. We estimate this allowance based upon, among other things, an
assessment of the credit risk of specific customers and historical trends. We believe our allowance for doubtful accounts is adequate to
absorb any losses which may arise. In the event that actual losses differ from our estimates, the results of future periods may be impacted.

Customer allowances for trade promotions and allowance for doubtful accounts are included in net accounts receivable on the
condensed consolidated balance sheets and were as follows:

 
 2021   2020  
Trade promotions $ 2,415   $ 2,153  
Allowance for doubtful accounts  184   183 
 $ 2,599   $ 2,336

 
(n) Advertising Costs

We expense advertising costs as incurred.

(❑) Stock-Based Compensation
We account for share based payments by recognizing compensation expense based upon the estimated fair value of the awards on

the date of grant. We determine the estimated grant-date fair value of stock options with only service conditions using the Black-Scholes
option pricing model. In order to calculate the fair value of the options, certain assumptions are made regarding the
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components of the model, including the estimated fair value of underlying common stock, risk-free interest rate, volatility, expected
dividend yield and expected option life. Changes to the assumptions could cause significant adjustments to the valuation. We recognize
compensation costs ratably over the vesting period using the straight-line method, which approximates the service period.

The Company issues restricted stock unit ("RSUs") awards with restrictions that lapse upon the passage of time (service vesting) and
satisfaction of market conditions targeted to our Company’s stock price. For those restricted stock unit awards with only service vesting, the
Company recognizes compensation cost on a straight-line basis over the service period. For awards with both market and service conditions,
the Company starts recognizing compensation cost over the requisite service period, with the effect of the market conditions reflected in the
calculation of the award's fair value at grant date. The Company values awards with only service vesting requirements based on the grant
date share price. The Company values awards with market and service conditions using a Monte Carlo simulation. The Company determines
the requisite service period for awards with both market and service conditions based on the longer of the explicit service period and the
derived service period. Stock awards that contain market vesting conditions are included in the computations of diluted EPS reflecting the
average number of shares that would be issued based on the highest 30-day average market price during the reporting periods, if their effect
is dilutive. If the condition is based on an average of market prices over some period of time, the corresponding average for the period is
used.

(p) Operating Costs and Expenses Classification
Cost of sales includes costs associated with manufacturing and distribution including labor, materials, freight-in, purchasing and

receiving, quality control, repairs, maintenance, and other indirect costs, as well as warehousing and distribution costs. We classify freight-
out as selling expenses. Other selling expenses consist primarily of costs for sales and sales support personnel, brokerage commissions, and
promotional costs. Freight-out costs included in selling expenses totaled $1,057 and $687 for the three months ended March 31, 2021 and
2020, respectively.

General and administrative expenses consist primarily of wages and benefits associated with management and administrative support
departments, business insurance costs, professional fees, office facility related expenses, and other general support costs.

(q) Recently Issued Accounting Standards

In December 2019, the FASB issued ASU No. 2019-12, “Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes”
(“ASU 2019-12”). The new guidance simplifies the accounting for income taxes by removing certain exceptions to the general principles in
Topic 740. The amendments also improve consistent application of and simplify GAAP for other areas of Topic 740 by clarifying and
amending existing guidance. For public companies, the amendments in this ASU are effective for fiscal years, and interim periods within
those fiscal years, beginning after December 15, 2021, with early adoption permitted. An entity that elects to early adopt the amendments in
an interim period should reflect any adjustments as of the beginning of the annual period that includes that interim period. We continue to
assess the impact of this guidance.

In March 2020, the FASB issued ASU No. 2020-04, “Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate
Reform on Financial Reporting” (“ASU 2020-04”). The purpose of ASU 2020-04 is to provide optional expedients and exceptions for applying
GAAP to contracts, hedging relationships, and other transactions affected by reference rate reform if certain criteria are met. This guidance
primarily provides temporary optional expedients which simplify the accounting for contract modifications to existing debt agreements
expected to arise from the market transition from LIBOR to alternative reference rates. The amendments in ASU 2020-04 are effective for all
entities as of March 12, 2020 through December 31, 2022. An entity may elect to apply amendments prospectively through December 31,
2022. The optional expedients were available to be used upon issuance of this guidance but we have not yet applied the guidance because
we have not yet modified any of our existing contracts for reference rate reform. The Company is currently assessing the impact of ASU
2020-04 on our Condensed Consolidated Financial Statements.
 

 
Note 2. Stock-Based Compensation

Compensation cost related to stock options totaled $16 and $21 in the three months ended March 31, 2021 and 2020, respectively.
Approximately $70 of total unrecognized compensation costs related to non-vested stock options is expected to be recognized over the next
two years, depending on the vesting provisions of the options. There was no tax benefit from recording the non-cash expense as it relates to
the options granted to employees, as these were qualified stock options which are not normally tax deductible.
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Compensation cost related to RSUs totaled $53 and $15 for the three months ended March 31, 2021 and March 31, 2020,

respectively. Approximately $318 of total unrecognized compensation costs related to non-vested RSUs is expected to be recognized over
the next three years.

 
Note 3. Earnings per Share

Per share data is determined by using the weighted average number of common shares outstanding. Common equivalent shares are
considered only for diluted earnings per share, unless considered anti-dilutive. Common equivalent shares, determined using the treasury
stock method, result from stock options with exercise prices that are below the average market price of the common stock.

Basic earnings per share include no dilution and are computed by dividing income available to common shareholders by the weighted-
average number of shares outstanding during the period. Diluted earnings per share reflect the potential of securities that could share in our
earnings.

A reconciliation of the weighted average number of common shares outstanding (in thousands) is as follows. The dilutive effect of
stock options and RSUs are excluded for periods in which the Company has a net loss because the impact is anti-dilutive.
 

 Three Months Ended March 31,  
 2021   2020  
Common shares outstanding, beginning of the period  12,618   12,462 
Weighted average common shares issued  -    -  
Weighted average number of common shares outstanding  12,618   12,462 
Dilutive effect of common share equivalents  -    146 
Diluted weighted average number of common shares outstanding  12,618   12,608

 
Common stock equivalents (in thousands) that have been excluded from the calculation of earnings per share because they would

have been anti-dilutive:
 

 Three Months Ended March 31,  
 2021   2020  
Stock options  15   261

 
 
Note 4. Segment Information

We operate in two different segments: household products and personal care products. We have chosen to organize our business
around these segments based on differences in the products sold. Accounting policies for our segments are the same as those described in
Note 1. We evaluate segment performance based on segment income or loss from operations.

The following provides information on our segments for the three months ended March 31:
 
 Three Months Ended March 31, 2021  

 Household Products   
Personal Care

Products   Total  
Net sales $ 4,445   $ 4,988   $ 9,433  
(Loss) Income from operations  (493)   247   (246)
Depreciation and amortization  298   155   453
 
 Three Months Ended March 31, 2020  

 Household Products   
Personal Care

Products   Total  
Net sales $ 2,132   $ 5,722   $ 7,854  
Income from operations  51   199   250 
Capital and intangible asset expenditures  17   -    17  
Depreciation and amortization  72   157   229
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Note 5. Acquisition

 
On June 25, 2020, we entered into an Asset Purchase Agreement (the “CR Brands Purchase Agreement”) with CR Brands, Inc., a

Delaware corporation (“CR Brands”), and Sweep Acquisition Company, a Delaware corporation (“Sweep” and together with CR Brands,
“Sellers”), pursuant to which we agreed to purchase from Sellers substantially all of the assets, properties, rights and interests of Sellers
primarily used in the business of designing, formulating, marketing and selling laundry care products to retail and wholesale customers
under the Biz® and Dryel® brand names. The transactions contemplated by the CR Brands Purchase Agreement were consummated on July
1, 2020 (the “CR Brands Acquisition”).  The Company concluded that the CR Brands Acquisition qualified as a business combination under
ASC 805. The total cash consideration paid for the CR Brands Acquisition was $10,529. The CR Brands Acquisition included contingent
consideration we valued at $35.

 
Financial information associated with the CR Brands Acquisition is part of our household segment.

 
(a) Purchase Price Allocation
 

The following summarizes the aggregate fair values of the assets acquired as part of the CR Brands Acquisition:
 

Inventories $ 1,279  
Intangible assets  7,235  
Goodwill  2,050  
Total assets acquired $ 10,564

 
Intangible assets for the CR Brands Acquisition consist of the following:
 

 Intangible Assets   Useful Life  
Customer relationships $ 4,500    9 years 
Trade names  1,780    20 years 
Formulas and batching processes  930   8 years 
Non-compete  25   5 years 
 $ 7,235     

 
In addition to the assets described above, the Company recorded a $35 liability associated with contingent consideration for the CR

Brands Acquisition, which is presented in other liabilities on the consolidated balance sheets.
 
The estimates of the fair value of the assets acquired assumed at the date of the CR Brands Acquisition are subject to adjustment

during the measurement period (up to one year from each acquisition date). The primary areas of the accounting for the CR Brands
Acquisition that are not yet finalized relate to the fair value of intangible assets acquired, residual goodwill and any related tax impact. The
fair value of these net assets acquired is based on management’s estimates and assumptions, as well as other information compiled by
management, including valuations that utilize customary valuation procedures and techniques. While the Company believes that such
preliminary estimates provide a reasonable basis for estimating the fair value of assets acquired, it evaluates any necessary information
prior to finalization of the fair value. During the measurement period, the Company will adjust assets if new information is obtained about
facts and circumstances that existed as of the date of the CR Brands Acquisition that, if known, would have resulted in the revised estimated
values of those assets as of that date. The impact of all changes that do not qualify as measurement period adjustments are included in
current period earnings. If the actual results differ from the estimates and judgments used in these fair values, the amounts recorded in the
consolidated financial statements could be subject to a possible impairment of the intangible assets or goodwill, or require acceleration of
the amortization expense of intangible assets in subsequent periods. 
 
(b) Pro Forma Results of Operations (Unaudited)

 
The following table summarizes selected unaudited pro forma consolidated statements of operations data for the three months

ended March 31, 2020, as if the CR Brands Acquisition had been completed on January 1, 2020.
 

 2020  
Net sales $ 10,523 
Net income  465
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This selected unaudited pro forma consolidated financial data is included only for the purpose of illustration and does not necessarily
indicate what the operating results would have been if the CR Brands Acquisition had been completed on that date. Moreover, this
information does not indicate what our future operating results will be. The information for 2020 prior to the CR Brands Acquisition is based
on prior accounting records maintained by CR Brands. In some cases, CR Brands’ accounting policies may differ materially from accounting
policies adopted by the Company following the CR Brands Acquisition.

 
The pro forma amounts above reflect the application of accounting policies and adjustment of the results of the CR Brands

Acquisition to reflect: (1) the additional amortization that would have been charged to the acquired intangible assets; (2) additional interest
expense relating to the borrowings on our Chase line of credit and UMB term loan and revolving credit facility, respectively; and (3) the tax
impacts.
 
Note 6. Goodwill and Intangible Assets

Goodwill and intangible assets, which are related to our acquisition of our Prell®, Denorex®, and Kids N Pets® brands, consisted of the
following:

 As of March 31, 2021   As of December 31, 2020  

 Gross Carrying
Amount   Accumulated

Amortization   Net Carrying
Value   

Gross Carrying
Amount   Accumulated

Amortization   Net Carrying
Value  

Intangible assets:                        
Customer relationships $ 10,852  $ 2,569   $ 8,283   $ 10,852  $ 2,296   $ 8,556  
Trade names  5,022    883   4,139    5,022    810   4,212  
Formulas and batching processes  1,969    408   1,561    1,969    356   1,613  
Internal-use software (not placed in
service)  286   -    286   286   -    286 
Non-compete agreement  66   33    33    66    30    36  
  18,195   3,893    14,302   18,195   3,492    14,703 
Goodwill          5,280            5,280  
Total intangible assets         $ 19,582          $ 19,983
 

 
Amortization expense for the three months ended March 31, 2021 and 2020 was $401 and $224, respectively.

Estimated amortization expense for 2021 and subsequent years is as follows:
 

Remainder of 2021  1,203  
2022  1,601  
2023  1,601  
2024  1,600  
2025  1,595  
Thereafter  6,416  
Total $ 14,016

 
Note 7. Long-Term Debt and Line-of-Credit
 

On July 1, 2020, we entered into a Loan and Security Agreement (the “Loan Agreement”) with UMB Bank, N.A. (“UMB”) and we
terminated our Credit Agreement, dated June 30, 2016, with JPMorgan Chase Bank, N.A., (as amended, the “Prior Credit Agreement”). Under
the Loan Agreement we obtained a $3,000 term loan, with equal monthly payments fully amortized over three years, and interest at the
LIBOR Rate + 4.50% with a floor of 5.50%, and a revolving credit facility, with a maximum commitment of $7,000 with interest at the LIBOR
Rate + 3.75%, with a floor of 4.75%. The revolving credit facility will terminate on July 1, 2023, unless terminated earlier pursuant to the
terms of the Loan Agreement. The loans are secured by all of the assets of the Company and all of its subsidiaries.
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The Loan Agreement requires, among other affirmative, negative and financial covenants, that we maintain a Fixed Charge Coverage
Ratio of no less than 1.20 to 1.0, determined on a monthly basis. The Loan Agreement also contains covenants typical of transactions of this
type, including among others, limitations on the our ability to: create, incur or assume any indebtedness or lien on our assets; pay dividends
or make other distributions; redeem, retire or acquire outstanding common stock, options, warrants or other rights; make fundamental
changes to our corporate structure or business; make investments or sell assets; or engage in certain other activities as set forth in the Loan
Agreement.

 
On March 26, 2021, we amended our Loan Agreement with UMB with the First Amendment to Loan and Security Agreement (“First

Amendment”) to provide additional covenant flexibility as a result of pandemic related supply chain issues. The First Amendment became
effective as of December 31, 2020. The Company’s fixed charge coverage ratio, applicable for the months ending August 31, 2021 through
December 31, 2021, on a trailing 12-month basis, and net equity covenant targets were modified and the interest rate for both our revolving
credit facility and term loan will increase by 2.0%. The interest rate increase will remain until we have a consecutive three-month period of
no defaults or events of default and our fixed charge coverage ratio is greater than or equal to 1.20 to 1.00. Finally, the First Amendment
provided minimum cumulative cash flow after debt service amounts for each monthly year-to-date period from January 1, 2021 through July
31, 2021. The First Amendment did not result in a modification to our accounting treatment for our term loan or revolving credit facility.
 

The Company was in compliance with the Loan Agreement financial covenants as of March 31, 2021.
 
As of March 31, 2021, our revolving credit facility and term loan had an outstanding balance of $3,322 and $2,333, respectively, with

an all-in interest rate of 6.75% and 7.50%, respectively. Unamortized loan costs were $435 as of March 31, 2021.
 
As of March 31, 2021, the total principal payments due on our outstanding debt were as follows:
 

 Revolving Credit Facility   Term Loan   Total  
Remainder of 2021 $ -   $ 750  $ 750 
2022  -    1,000    1,000  
2023  3,322    583   4,005  
Total minimum principal payments $ 3,322   $ 2,333   $ 5,655

 
Note 8. Leases
 

We have entered into leases for our corporate headquarters and office equipment with remaining lease terms up to 10 years. Some of
these leases include both lease and nonlease components, which are accounted for as a single lease component as we have elected the
practical expedient to combine these components for all leases. As most of the leases do not provide an implicit rate, we calculated the
right-of-use assets and lease liabilities using our secured incremental borrowing rate at the lease commencement date. We currently do not
have any finance leases outstanding.
 

Information related to leases was as follows:
 

 
Three Months Ended

March 31, 2021  
Operating lease information:    
Operating lease cost $ 105 
Operating cash flows from operating leases  105 
Net assets obtained in exchange for new operating lease liabilities  3,156  
    
Weighted average remaining lease term in years  9.63 
Weighted average discount rate  5.1%
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Future minimum annual lease payments are as follows:
 

Remainder of 2021 $ 306 
2022  399 
2023  406 
2024  413 
2025  420 
Thereafter  2,166  
Total minimum lease payments $ 4,110  
Less imputed interest  (893)
    
Total operating lease liability $ 3,217

 
Note 9. Subsequent Events
 
 

Mark E. Goldstein, the President and Chief Executive Officer of the Company and a member of the Board of Directors, retired effective
as of April 26, 2021. In connection with Mr. Goldstein’s retirement, the Company and Mr. Goldstein entered into a Separation Agreement,
Waiver and Release (the “Separation Agreement”), pursuant to which the Company will pay Mr. Goldstein $720,000 in severance payments
(equal to 18 months base salary) over a period of 30 months and reimbursement for the costs of continuing health benefits for a period of
18 months. In exchange, Mr. Goldstein provided a broad release of the Company, agreed to assist with transitional matters and agreed to
vote at the Annual Meeting of the Company’s Shareholders as recommended by the Company. Following Mr. Goldstein’s retirement, the
Employment Agreement, dated as of March 26, 2014, by and between the Company and Mr. Goldstein is terminated and no longer in effect,
except for those provisions that are intended to survive Mr. Goldstein’s separation from service, including non-disclosure, non-solicitation
and non-competition provisions. Effective as of April 26, 2021, Kevin Paprzycki and Tisha Pedrazzini were appointed as Interim Co-
Presidents.

Our severance payment obligations under the Separation Agreement may result in the need to amend our ongoing covenant
requirements under our Credit Agreement with UMB in the future.

On May 14, 2021, we entered into an Employee at Will, Non-Disclosure, and Development Assignment Agreement with Tisha
Pedrazzini, pursuant to which we engaged Ms. Pedrazzini for 12 months, with compensation set at $20 per month.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Management’s Discussion and Analysis of Financial Condition and Results of Operations should be read in conjunction with the
Company’s consolidated financial statements in our Annual Report on Form 10-K for the year ended December 31, 2020. This Item 2
contains forward-looking statements. The matters discussed in these forward-looking statements are subject to risk, uncertainties, and other
factors that could cause actual results to differ materially from those made, projected or implied in the forward-looking statements. Please
refer to "Item 1A. Risk Factors" in this Report and in our Annual Report on Form 10-K for the year ended December 31, 2020 for a discussion
of the uncertainties, risks and assumptions associated with these statements.

Executive Overview

Our Business

Scott’s Liquid Gold-Inc. exists to positively impact consumers’ lives in the markets we serve while creating shareholder value. We
develop, market, and sell high-quality, high-value household and personal care products nationally and internationally to mass
merchandisers, drugstores, supermarkets, hardware stores, e-commerce retailers, other retail outlets, and to wholesale distributors.
 
COVID-19 Pandemic

During the first quarter of 2020, the global economy began experiencing a downturn related to the impacts of the COVID-19 global
pandemic. Such impacts have included significant volatility in the global stock markets, a significant reduction in the target federal funds
rate, the enactment of the Coronavirus Aid, Relief, and Economic Security (CARES) Act, the American Rescue Plan Act, and a variety of local,
state and federal restrictions, measures and guidance. While many businesses resumed operations towards the end of the second quarter of
2020, the duration of the impact still remains uncertain. We expect to see continued volatility in the economic markets and government
responses to the COVID-19 pandemic. These changing conditions and governmental responses could have impacts on our operating results
during future periods.

Supply Chain and Outsourcing Partners

As a result of COVID-19, we have encountered various supply chain disruptions impacting the availability and lead times of certain
raw materials for our finished goods products. We have been proactively identifying alternative sources for delayed raw materials and our
highest demand products remain unaffected. All of our outsourcing partners, including contract manufacturing plants and third-party
logistics warehouses, have remained open during the entirety of COVID-19, however, they have had difficulties with staffing their workforce
to keep production lines running.

Health and Safety

We have taken proactive, aggressive action to protect the health and safety of our employees, customers, partners and other
counterparties. We have provided the opportunity for employees to continue to work from home and have strict requirements for employees
who enter our corporate office, such as body temperature documentation, mask requirements, and scheduling that limits physical employee
interaction. We have continued workspace disinfection. We expect to continue to implement these and other measures as appropriate.

Customer Demand

At the onset of the pandemic, as a result of government-mandated stay-at-home orders, some of our customers were impacted and
forced to cease operations. Customer closings primarily impacted revenue for our Batiste Dry Shampoo distributed products during the last
part of March 2020. Shipments to our major Batiste Dry Shampoo customers resumed in May 2020, but at lower levels than preceded the
pandemic due to lower foot traffic. Any future customer closures, customer restrictions, or continued foot traffic decrease would negatively
impact our business.

Liquidity

COVID-19 has impacted our ability to meet customer demand, has delayed our ability to quickly repay debt, and has resulted in
increased financing costs. Although there is uncertainty related to the anticipated impact of the COVID-19 outbreak on our future results, we
believe our business model, available COVID-19 relief programs and our new debt agreement with UMB leave us well-positioned to manage
our business through this crisis as it continues to develop and will be sufficient to meet our operational cash needs during the next twelve
months.
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We continue to monitor the rapidly evolving situation and guidance from international and domestic authorities, including federal,

state and local public health authorities and may take additional actions based on their recommendations. In these circumstances, there
may be developments outside our control requiring us to adjust our operating plan. Given the dynamic nature of this situation, we cannot
reasonably estimate the impacts of COVID-19 on our financial condition, results of operations or cash flows in the future.

 
Results of Operations

Three months ended March 31, 2021 compared to three months ended March 31, 2020
 

 Three Months Ended March 31, (in thousands)  
         Increase / (Decrease)  
 2021   2020   $   %  
Net sales $ 9,433   $ 7,854   $ 1,579    20.1%
Cost of sales  5,296    4,390    906   20.6%
Gross profit  4,137    3,464    673   19.4%
Gross margin  43.9%  44.1%        

                
Operating expenses:                
Advertising  159   221   (62 )  (28.1%)
Selling  2,551    1,589    962   60.5%
General and administrative  1,285    1,194    91    7.6%
Intangible asset amortization  388   210   178   84.8%

Total operating expenses  4,383    3,214    1,169    36.4%
(Loss) income from operations  (246)   250   (496)  (198.4%)
                
Interest income  -    1   (1)  (100.0%)
Interest expense  (134)   (4)   (130)  (3,250.0%)
Income before income taxes  (380)   247   (627)  (253.8%)
Income tax benefit  100   30    70    233.3%
Net (loss) income $ (280)  $ 277  $ (557)  (201.1%)

Change in net loss was primarily due to the following:

 • Increases in cost of sales and selling expenses with our production and distribution partners. These expenditures were driven
by COVID-related supply chain disruptions and product delays, and included costs associated with expediting delivery of
certain raw materials and finished goods in order to keep product available to customers and end consumers.

 • Additional intangible asset amortization attributable to our CR Brands Acquisition.

 • Interest expense in connection with our UMB debt.

 • Partially offset by increased net sales from our Biz and Dryel acquisition.
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Segment Results

Household Products

The following table shows comparative net sales, gross margin, gross profit, income (loss) from operations, volume and percentage
changes for household products between periods:
 

 Three Months Ended March 31, (in thousands)  
         Increase / (Decrease)  
 2021   2020   $   %  
Net sales $ 4,445   $ 2,132   $ 2,313    108.5%
Gross profit $ 1,999   $ 1,089   $ 910   83.6%
Gross margin  45.0%  51.1%        

(Loss) income from operations $ (493)  $ 51  $ (544)  (1,066.7%)

 • Household products increase in net sales was primarily driven by our Biz and Dryel acquisition. Net sales for Biz and Dryel
totaled $2,007 for the three months ended March 31, 2021. Loss from operations was primarily attributable to increased costs
associated with our outsourced inventory management, packaging and fulfillment services, as we incurred costs related to
supply chain disruptions.

Personal Care Products

The following table shows comparative net sales, gross margin, gross profit, income (loss) from operations, volume and percentage
changes for personal care products between periods:
 

 Three Months Ended March 31, (in thousands)  
         Increase / (Decrease)  
 2021   2020   $   %  
Personal care net sales                
Net sales - distributed products $ 1,982   $ 2,687   $ (705)  (26.2%)
Net sales - manufactured products  3,006    3,035    (29 )  (1.0%)

Total personal care net sales $ 4,988   $ 5,722   $ (734)  (12.8%)
                
Gross profit $ 2,138   $ 2,375   $ (237)  (10.0%)
Gross margin  42.9%  41.5%        

Income from operations $ 247  $ 199  $ 48   24.1%

 • Net sales of distributed personal care products decreased primarily due to the termination of our MJ agreement in 2020,
partially offset by an increase in Batiste sales.

 • Gross margins increased due to replacing lower margin MJ product with a higher margin product mix.

 • Increase in income from operations was primarily attributable to higher gross profit, lower advertising expenses, and
decreased depreciation driven by the disposition of our plant equipment during 2020.

 

Liquidity and Capital Resources
 

Financing Agreements
Please see Note 7 to our Condensed Consolidated Financial Statements for information on our Loan Agreement (defined below) with

UMB, which replaced our Prior Credit Agreement with Chase on July 1, 2020.
Liquidity and Changes in Cash Flows
At March 31, 2021, we had $4,000 available on our revolving credit facility with UMB, and approximately $1 in cash on hand, a

decrease of $4 when compared to the balance as of December 31, 2020.
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The following is a summary of cash provided by or (used in) each of the indicated types of activities:
 

 Three Months Ended March 31, (in thousands)  
         Increase / (Decrease)  
 2021   2020   $   %  
Operating activities $ 346  $ (587)  $ 933   158.9%
Investing activities  -    483   (483)   (100.0%)
Financing activities  (350)   (64 )   (286)   (446.9%)

 • Net cash from operating activities was primarily related to positive working capital and effective cash management.

 • Net cash from investing activities during 2020 was driven by the sale of property and equipment.

 • Net cash used in financing activities related to net repayments of our UMB revolving credit facility and term loan.

Beginning in April 2021, we began incurring capital expenditures associated with our ERP system implementation. While we have
already paid for our ERP software, we will continue to incur capital expenditures, including fixed and recurring $38 monthly payments for
implementation services.

We anticipate that our existing cash and our anticipated future cash flow from operations, together with our Loan Facility, will be
sufficient to meet our cash requirements for the 12 months following the filing date of this Report.

 

Subsequent Events
 
Mark E. Goldstein, the President and Chief Executive Officer of the Company and a member of the Board of Directors, retired effective

as of April 26, 2021. In connection with Mr. Goldstein’s retirement, the Company and Mr. Goldstein entered into a Separation Agreement,
pursuant to which the Company will pay Mr. Goldstein $720,000 in severance payments (equal to 18 months base salary) over a period of 30
months and reimbursement for the costs of continuing health benefits for a period of 18 months. In exchange, Mr. Goldstein provided a
broad release of the Company, agreed to assist with transitional matters and agreed to vote at the Annual Meeting of the Company’s
Shareholders as recommended by the Company. Following Mr. Goldstein’s retirement, the Employment Agreement, dated as of March 26,
2014, by and between the Company and Mr. Goldstein is terminated and no longer in effect, except for those provisions that are intended to
survive Mr. Goldstein’s separation from service, including non-disclosure, non-solicitation and non-competition provisions. Effective as of
April 26, 2021, Kevin Paprzycki and Tisha Pedrazzini have been appointed as Interim Co-Presidents.  

Our severance payment obligations under the Separation Agreement may result in the need to amend our ongoing covenant
requirements under our Credit Agreement with UMB in the future.

On May 14, 2021, we entered into an Employee at Will, Non-Disclosure, and Development Assignment Agreement with Tisha
Pedrazzini, pursuant to which we engaged Ms. Pedrazzini for 12 months, with compensation set at $20 per month.
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ITEM  4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

As of March 31, 2021, we conducted an evaluation, under the supervision and with the participation of our interim co-presidents of the
effectiveness of the design and operation of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-
15(e) under the Securities Exchange Act of 1934, as amended). Based on that evaluation, our interim co-presidents concluded that our
disclosure controls and procedures are effective as of March 31, 2021.

Changes in Internal Control over Financial Reporting
There was no change in our internal control over financial reporting during the three months ended March 31, 2021 that has

materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II
 
ITEM  1A. RISK FACTORS

In addition to the other information set forth in this Report, you should carefully consider the factors discussed in Item 1A, “Risk
Factors” in the Company’s Annual Report on Form 10-K for the year ended December 31, 2020 and subsequent quarterly reports on Form
10-Q, which could materially affect our business, financial condition or future results.
 
ITEM  6. EXHIBITS
 
Exhibit Number   Document
 
10.1   

Employee at Will, Non-Disclosure, and Development Assignment Agreement, dated May 14, 2021, between the Company
and Tisha Pedrazzini.

 
31.1   Rule 13a-14(a) Certification of the Interim Co-President.
 
31.2   Rule 13a-14(a) Certification of the Interim Co-President and Chief Financial Officer.
 
32.1*   Section 1350 Certification.
 
101.INS   XBRL Instance Document.
 
101.SCH   XBRL Taxonomy Extension Schema Document.
 
101.CAL   XBRL Taxonomy Extension Calculation Linkbase Document.
 
101.LAB   XBRL Taxonomy Extension Label Linkbase Document.
 
101.PRE   XBRL Taxonomy Extension Presentation Linkbase Document.
 
101.DEF  XBRL Taxonomy Extension Definition Linkbase Document.
 

* Furnished, not filed.
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slgd-ex101_149.htm
slgd-ex311_6.htm
slgd-ex312_8.htm
slgd-ex321_7.htm


 
 

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.
 

SCOTT’S LIQUID GOLD-INC.
 
By:  /s/ Tisha Pedrazzini
  Tisha Pedrazzini
  Co-President
   
 
By:  /s/ Kevin A. Paprzycki
  Kevin A. Paprzycki
  Co- President and Chief Financial Officer
  (Principal Financial and Chief Accounting Officer)

Date: May 14, 2021
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Exhibit 10.1
 
 

EMPLOYEE AT WILL, NON-DISCLOSURE, AND DEVELOPMENT ASSIGNMENT AGREEMENT
 
This Employee At Will, Non-Disclosure, and Development Assignment Agreement (“Agreement”) is entered into on May 14, 2021, between
Scott’s Liquid Gold-Inc. and Tisha Pedrazzini (“Employee” or “you”).

RECITALS
 
We (as defined below) wish to employ you for a period of 12 months, and you wish to be employed by us for that period of time. In
connection with your services as an employee, you have had or will have access to or be provided with Confidential Information that is
important to either our business or our customers. As a condition of your employment or continued employment, we and you wish to set
forth the terms concerning the use and disclosure of the Confidential Information, as well as the ownership of Developments as defined
below.

AGREEMENT
 
In consideration of your employment or continued employment with us, the compensation received by you from us from time to time, the
mutual promises stated in this Agreement, and other good and valuable consideration, we and you agree as follows:

1. Definitions. The following terms shall have the meanings assigned below:

(a) “Cause” means you have (i) engaged in gross negligence, gross incompetence or willful misconduct in the performance of
your duties; (ii) refused without proper reason to perform the material duties and responsibilities required of you by the Company; (iii)
willfully engaged in conduct that is materially injurious to Company or its affiliates (monetarily or otherwise); (iv) committed an act of fraud,
embezzlement or breach of fiduciary duty to Company or an affiliate (including the unauthorized disclosure of confidential or proprietary
material information of Company or an affiliate); (v) been charged, through indictment or criminal complaint, entry of pretrial diversion or
sentencing agreement, or convicted of (or pleaded no contest to) a crime involving fraud, dishonesty or moral turpitude or any felony; or (vi)
engaged in dishonesty that is materially injurious to Company.

(b) “Company,” “us,” “our” or “we” means Scott’s Liquid Gold-Inc., any and all present or future subsidiaries (whether direct or
indirect) of Scott’s Liquid Gold-Inc. and any successor to Scott’s Liquid Gold-Inc. or its businesses.

(c) “Confidential Information” means any non-public information, whether written, verbal, electronic, or otherwise, that has been,
or after the date hereof may be furnished or disclosed by us, our other employees, our consultants or our agents to you, or that is accessible
by you, however documented, including, but not limited to the following:

(i) any information pertaining to or regarding our business, financial statements, budgets, projections, financial
condition, sales, strategies, forecasts, operations, properties, customer lists, prospective customer lists, databases, access codes
and similar security information and procedures;

(ii) any technical information, ingredients of products, formulas, compositions, processes, inventions, developments,
designs, sketches, drawings, samples, improvements, current and planned manufacturing or distribution methods and processes,
price lists, market studies, business plans, trade secrets, market data, know-how, discoveries, software, computer programs or
research relating to our past, present or future business;

(iii) any information belonging to or provided by our customers or regarding our customers; and

(iv) any information belonging to or provided by any of our vendors, suppliers or consultants.
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The term "Confidential Information" shall not include any of the foregoing information that is in the public domain other than as the result of
a breach of your obligations under this Agreement or other wrongful or unauthorized disclosure.

(d) “Developments” means all developments, improvements, inventions, trademarks, discoveries, formulas, processes, ideas,
techniques, know-how and data, whether or not patentable, registrable or copyrightable, made, held, acquired, owned, conceived or reduced
to practice or learned by you, either alone or jointly with others, during your employment with us or during any time period that includes a
portion of your employment with us that are within the scope of our business. A matter is deemed to be within the scope of our business if
the matter (i) is related to or useful in our past, present or targeted future business, (ii) results from tasks assigned to you by us, (iii) results
from the use of premises or property (including, but not limited to, Confidential Information, computer systems or any of our other
resources) owned, leased, or contracted for by us, or (iv) results from your access to Confidential Information.

2. At Will Employment Status. Your employment with us is for a period of 12 months (the “Term”), subject to your right and our right
to terminate your employment for any reason immediately at will, with no cause or prior notice and without severance pay. You will receive
$20,000 per month, paid in accordance with our standard payroll practices and subject to deductions for taxes and other applicable
withholdings. You will devote all of your working time to such services and duties as the Company directs, unless we give written permission
to you to perform duties for others. You will comply with rules and regulations adopted by us in regard to employment matters. In the event
the Company terminates your employment for any reason prior to the end of the Term, other than for Cause, you will be entitled to receive
your regular salary in accordance with standard payroll practices through the end of the Term, excluding bonus pay and the value of any
fringe or other benefits. Such amount, if any, will be subject to deductions for taxes and other applicable withholdings. If the termination of
your employment with the Company is for Cause, or if you resign or terminate your employment, you will not be entitled to any pay, other
than such pay earned through the date of such termination.

3. Ownership, Protection and Nondisclosure of Confidential Information.

(a) All Confidential Information, in whatever form and in whatever medium recorded, is and shall remain solely our property. At all
times, both during and after your employment with us, you will:

(i) maintain and protect the confidentiality of all Confidential Information;

(ii) not disclose any Confidential Information to any other party without the prior written consent of at least two officers
of the Company;

(iii) not use any Confidential Information for any purpose other than performing your duties as an employee of the
Company; and

(iv) not remove any Confidential Information from our premises except as necessary to carry out your duties as
directed and authorized by the Company.

(b) Any trade secrets of the Company will be entitled to all of the protections and benefits under any applicable state and federal
trade secret law and any other applicable law. If any information that we deem to be a trade secret is found by a court not to be a trade
secret for purposes of this Agreement, the information will nevertheless be considered Confidential Information for purposes of this
Agreement. You hereby waive any requirement that we submit proof of the economic value of any trade secret or post a bond or other
security.

4. Return of Company Property. Immediately upon termination of your employment with us, or immediately upon request from us,
whichever first occurs, you will return all of our property to us, including but not limited to Confidential Information. You will not retain any
Company property or Confidential Information, including, but not limited to, copies or reproductions of Confidential Information or notes
relating to Confidential Information.
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5. Developments.

(a) Every Development is the exclusive property of the Company. You acknowledge that all writing, works of authorship and other
Developments are the property of the Company, including any copyrights, patents or other intellectual property rights pertaining to
Developments. If it is determined that any works are not property of the Company, you will confirm, and execute documents as necessary
for, the assignment of all of your right, title and interest, including all rights of copyright, patent and other intellectual property rights, to or
in such Developments.

(b) You will disclose to us in writing any Development.

(c) You hereby assign to us any rights, title and interest you have, may have or may acquire in any and all Developments and you
will assist us in every proper way (costs of said acquisition at our expense) to obtain and enforce patents, copyrights or other legal
protections with respect to Developments in any and all countries. To that end, you will provide appropriate assistance and execute all
documents for use in the Company’s applying for and obtaining patents or rights regarding any Developments and enforcing the same, as
we may desire, together with any assignments of Developments to us or parties designated by us. If we are unable for any reason to secure
your signature to a document serving one of the purposes described in this paragraph (c), you hereby irrevocably designate and appoint the
Company and its authorized officers and agents as your agent and attorney-in-fact to act for and on your behalf to execute and file such
documents.

(d) Upon termination of your employment or promptly upon the request of the Company, you will surrender to the Company all
memoranda, notes, records, sketches, drawings and other documents and data of any kind, in whatever form or medium, pertaining to or
containing any Developments that are in your possession or under your control.

(e) You agree not to assert any claim against our right to any Developments.

6. Use of Confidential Information of Other Parties. You represent and warrant that you have not retained and will not use any
materials or documents belonging to you or a former employer or any other party that are not generally available to the public, unless
express written authorization for their possession and use has been obtained from that person and us. You will not breach any obligation of
confidentiality that you owe to any former employer or other party, and you will fulfill all such obligations during the period of your
employment with us.

7. Purpose of Agreement; Other Employment. The covenants and restrictions contained in this Agreement are intended to protect the
legitimate business interests of the Company and its clients and not to prevent or interfere with your ability to earn a living.

8. Remedies. You acknowledge that any violation of any of the covenants contained in Sections 3, 4, and 5 of this Agreement may
give rise to substantial and irreparable injury to us, inadequately compensable in monetary damages. Accordingly, in addition to any other
legal or equitable remedies that may be available, we will be entitled to seek and obtain, without posting a bond, injunctive relief for a
breach of, or specific performance of, any of your covenants and promises contained in those Sections.

9. Severability. If a court of competent jurisdiction declares any provision of this Agreement invalid, void, voidable, or unenforceable,
the court shall reform such provision(s) to render the provision(s) enforceable, but only to the extent absolutely necessary to render the
provision(s) enforceable and only in view of your and our express desire that the Company be protected to the greatest possible extent
under applicable law from the misuse or disclosure of trade secrets and Confidential Information. To the extent such a provision (or portion
thereof) may not be reformed so as to make it enforceable, it may be severed and the remaining provisions shall remain fully enforceable.

10. Waivers. The waiver by you or us of any breach of this Agreement will not be deemed to constitute a waiver of any later breach.
Failure to enforce any of the provisions of this Agreement will not be construed to be a waiver of the right later to enforce those provisions.
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11. Whistleblower Immunity under Defend Trade Secrets Act. You understand that, in accordance with the Defend Trade Secrets Act of
2016, an individual cannot be held criminally or civilly liable under any federal or state trade secret law for the disclosure of a trade secret
that: (1) is made in confidence to a federal, state, or local government official (either directly or indirectly), or to an attorney, solely for the
purpose of reporting or investigating a suspected violation of law, or (2) is made in a complaint or other document filed in a lawsuit or other
proceeding, if such filing is made under seal. You also understand that an individual who files a lawsuit for retaliation by an employer for
reporting a suspected violation of law may disclose the trade secret to the attorney of the individual and use the trade secret information in
the court proceeding, if the individual files any document containing the trade secret under seal, and does not disclose the trade secret,
except pursuant to a court order. Finally, you understand that, for purposes of this provision, the term “employee” includes any individual
performing work as a contractor or consultant for an employer.

12. Governing Law; Venue; Jury Trial Waiver . This Agreement is governed by, and is to be construed and enforced in accordance with,
the laws of the State of Colorado, without regard to the conflicts of laws principles of that State. By executing this Agreement, each party
submits to in personam jurisdiction to courts (state or federal) located in the State of Colorado, and hereby waives the right to a jury in any
dispute arising under or related to this Agreement.

13. Complete Agreement; Binding Effect; Survival. This Agreement constitutes the entire agreement between you and us with respect
to its subject matter and may not be amended, supplemented, canceled or discharged except by a written instrument signed by both you
and an authorized Company representative. This Agreement supersedes any and all prior agreements between the parties with respect to
the matters covered in this Agreement. This Agreement is binding upon, and will inure to the benefit of, the parties’ respective
representatives, heirs, successors and assigns. Your obligations in this Agreement survive any termination of your employment with the
Company for any reason and regardless of which party initiated the termination.

[SIGNATURES ON FOLLOWING PAGE]
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You and we have executed this Agreement as of the date set forth in the first paragraph.

     
EMPLOYEE   SCOTT'S LIQUID GOLD-INC.
     
By: /s/ Tisha Pedrazzini  By: /s/ Kevin A. Paprzycki
Printed Name: Tisha Pedrazzini  Printed Name: Kevin A. Paprzycki
Position: Interim co-President  Position: Interim co-President and CFO
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EXHIBIT 31.1

CERTIFICATION

I, Tisha Pedrazzini, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Scott’s Liquid Gold-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 period 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(s) 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;
c) 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; and
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(s) 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 functions):
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.

 
Dated: May 14, 2021  /s/ Tisha Pedrazzini
  Tisha Pedrazzini
  Interim Co-President
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EXHIBIT 31.2

CERTIFICATION

I, Kevin A. Paprzycki, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Scott’s Liquid Gold-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 period 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(s) 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;
c) 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; and
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(s) 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 functions):
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.

 
Dated: May 14, 2021  /s/ Kevin A. Paprzycki
  Kevin A. Paprzycki

  
Interim Co-President and Chief Financial Officer
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EXHIBIT 32.1

CERTIFICATION OF ANNUAL REPORT ON FORM 10-Q OF
SCOTT’S LIQUID GOLD-INC.

FOR THE QUARTER ENDED MARCH 31, 2021

Each of the undersigned hereby certifies, for the purposes of Section 1350 of Chapter 63 of Title 18 of the United States Code, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, in his or her capacity as an officer of Scott’s Liquid Gold-Inc. (“Scott’s Liquid
Gold”), that to his or her knowledge:
1. This Quarterly Report on Form 10-Q fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and
2. The information contained in such Quarterly Report on Form 10-Q fairly presents, in all material respects, the financial condition and
results of operations of Scott’s Liquid Gold.

This written statement is being furnished to the Securities and Exchange Commission as an exhibit to the Quarterly Report on Form 10-Q. A
signed original of this statement has been provided to Scott’s Liquid Gold and will be retained by Scott’s Liquid Gold and furnished to the
Securities and Exchange Commission or its staff upon request.

This Certification is executed as of May 14, 2021.
 
/s/ Tisha Pedrazzini
Tisha Pedrazzini
Interim Co-President
 
/s/ Kevin A. Paprzycki 
Kevin A. Paprzycki
Interim Co-President and Chief Financial Officer
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