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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

 
All statements in this report that address events, developments or results that we expect or anticipate may occur in the future are “forward-looking statements” within the
meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), and the Private Securities Litigation Reform Act of 1995. The words “anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “intends,” “project,” “forecast,”
“may,” “might,” “plan,” “possible,” “potential,” “predict,” “should,” “seeks,” “scheduled,” or “will,” and similar expressions are intended to identify forward-looking
statements. These statements relate to future periods, future events or our future operating or financial plans or performance, are made on the basis of management’s current
views and assumptions with respect to future events, including management’s current views regarding the likely impacts of the COVID-19 pandemic. Any forward-looking
statement is not a guarantee of future performance and actual results could differ materially from those contained in the forward-looking statement. We operate in a changing
environment where new risks emerge from time to time and it is not possible for us to predict all risks that may affect us, particularly those associated with the COVID-19
pandemic, which has had wide-ranging and continually evolving effects. The forward-looking statements, as well as our prospects as a whole, are subject to risks and
uncertainties that could cause actual results to differ materially from those set forth in the forward-looking statements. These risks and uncertainties include, without
limitation:
 
 ● competition and our ability to counter competition, including changes to the algorithms of Google and other search engines;
   
 ● the impact of health epidemics, including the COVID-19 pandemic, on our business and the actions we may take in response thereto;
   
 ● disruptions in the supply chain;
   
 ● difficulties in managing our international business operations, particularly in the Ukraine, including with respect to enforcing the terms of our agreements with our

contractors and managing increasing costs of operations;
   
 ● changes in our strategy, future operations, financial position, estimated revenue and losses, product pricing, projected costs, prospects and plans;
   
 ● the outcome of actual or potential litigation, complaints, product liability claims, or regulatory proceedings, and the potential adverse publicity related thereto;
   
 ● the implementation, market acceptance and success of our business model, expansion plans, opportunities and initiatives, including the market acceptance of our

planned products and services;
   
 ● developments and projections relating to our competitors and industry;
   
 ● our expectations regarding our ability to obtain and maintain intellectual property protection and not infringe on the rights of others;
   
 ● our ability to maintain and enforce intellectual property rights and to maintain technology leadership;
   
 ● our future capital requirements, our ability to raise capital and utilize sources of cash;
   
 ● our ability to obtain funding for our operations;
   
 ● changes in applicable laws or regulations;
   
 ● the effects of current and future U.S. and foreign trade policy and tariff actions;
   
 ● disruptions in the marketplace for online purchases of aftermarket auto parts;
   
 ● costs related to operating as a public company; and

   
 ● the possibility that we may be adversely affected by other economic, business, and/or competitive factors.
 
See also the section titled “Risk Factors” (refer to Part II, Item 1A of this report and Part I, Item 1A in our Annual Report on Form 10-K for the year ended December 31,
2020), and subsequent reports and registration statements filed from time to time with the Securities and Exchange Commission (the “SEC”), for further discussion of certain
risks and uncertainties that could cause actual results and events to differ materially from our forward-looking statements. Readers of this report are cautioned not to rely on
these forward-looking statements, since there can be no assurance that these forward-looking statements will prove to be accurate. Forward-looking statements speak only as
of the date they are made, and we expressly disclaim any intention or obligation to update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise. This cautionary note is applicable to all forward-looking statements contained in this report.
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PARTS iD, INC.
Condensed Consolidated Balance Sheets
As of September 30, 2021 and December 31, 2020
  

 
  2021   2020  
  (Unaudited)     
ASSETS       
Current assets       

Cash  $ 23,512,308  $ 22,202,706 
Accounts receivable   2,506,877   2,236,127 
Inventory   6,381,062   4,856,265 
Prepaid expenses and other current assets   5,576,087   5,811,332 

Total current assets   37,976,334   35,106,430 
         
Property and equipment, net   13,025,327   11,470,360 
Intangible assets   237,752   237,752 
Deferred tax assets   2,013,361   1,099,800 
Other assets   267,707   267,707 

Total assets  $ 53,520,481  $ 48,182,049 

         
LIABILITIES AND SHAREHOLDERS’ DEFICIT         
Current liabilities         

Accounts payable  $ 36,756,757  $ 35,631,913 
Customer deposits   17,953,645   16,185,648 
Accrued expenses   6,333,933   5,468,570 
Other current liabilities   3,903,263   3,592,782 
Notes payable, current portion   3,750   19,706 

Total liabilities   64,951,348   60,898,619 
         
COMMITMENTS AND CONTINGENCIES (Note 6)         
         
SHAREHOLDERS’ DEFICIT         
Preferred stock, $0.0001 par value per share;

1,000,000 shares authorized and 0 issued and outstanding   -   - 
Common stock, $0.0001 par value per share; 

10,000,000 Class F shares authorized and 0 issued and outstanding   -   - 
100,000,000 Class A shares authorized; 33,173,456 and 32,873,457 shares issued and outstanding as of September 30, 2021 and

December 31, 2020, respectively   3,317   3,287 

Additional paid in capital
  4,641,896   - 

Accumulated deficit   (16,076,080)   (12,719,857)
Total shareholders’ deficit   (11,430,867)   (12,716,570)
         
Total liabilities and shareholder’s deficit  $ 53,520,481  $ 48,182,049 

 
The accompanying notes are an integral part of these condensed consolidated financial statements.
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PARTS iD, INC.
Condensed Consolidated Statements of Operations
For the three and nine months ended September 30, 2021 and 2020
 
  Three months ended September 30,   Nine months ended September 30,  

  2021 (Unaudited)  
2020

(Unaudited)   
2021

(Unaudited)   
2020

(Unaudited)  
             
Net revenue  $ 102,595,793  $ 123,171,974  $ 342,078,753  $ 307,751,463 
Cost of goods sold   82,316,633   95,716,087   272,826,703   240,928,853 
                 
Gross profit   20,279,160   27,455,887   69,252,050   66,822,610 
                 



Operating expenses:                 
Advertising   9,730,026   9,624,007   31,136,731   25,014,794 
Selling, general and administrative   12,906,797   10,134,882   36,868,521   28,883,134 
Depreciation   1,887,641   1,726,574   5,480,995   5,034,672 

Total operating expenses   24,524,464   21,485,463   73,486,247   58,932,600 
(Loss) income from operations   (4,245,304)   5,970,424   (4,234,197)   7,890,010 
                 
Interest expense   229   863   7,114   7,684 
(Loss) income before income taxes   (4,245,533)   5,969,561   (4,241,311)   7,882,326 
Income tax expense (benefit)   (908,011)   1,175,607   (885,088)   1,659,227 
Net (loss) income  $ (3,337,522)  $ 4,793,954  $ (3,356,223)  $ 6,223,099 

                 
Net (loss) income  $ (3,337,522)  $ 4,793,954  $ (3,356,223)  $ 6,223,099 
Less: Preferred stocks dividends   -   125,000   -   375,000 
(Loss) income available to common shareholders  $ (3,337,522)  $ 4,668,954  $ (3,356,223)  $ 5,848,099 

(Loss) income per common share                 
(Loss) income per share (basic and diluted)  $ (0.10)  $ 0.19  $ (0.10)  $ 0.23 
Weighted average number of shares (basic and diluted)   33,173,456   24,950,958   33,060,270   24,950,958 
 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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PARTS iD, INC.
Condensed Consolidated Statements of Changes in Shareholders’ Deficit
For the three and nine months ended September 30, 2021 and 2020 (Unaudited)
  
For the three months ended September 30, 2021 and 2020
 

  Class A Common Stock   
Additional

Paid In   
Accumulated

Deficit   
Total

Shareholders’  
  Shares   Amount   Capital   Amount   Deficit  
Balance at July 1, 2020   24,950,958  $ 2,495  $ 4,998,505  $ (12,829,025)  $ (7,828,025)

Preferred stock dividend   -   -   -   (125,000)   (125,000)
Net income   -   -   -   4,793,954   4,793,954 

Balance at September 30, 2020   24,950,958  $ 2,495  $ 4,998,505  $ (8,160,071)  $ (3,159,071)

                     
Balance at July 1, 2021   33,173,456  $ 3,317  $ 1,738,580  $ (12,738,558)  $ (10,996,661)

Share based compensation   -   -   2,903,316   -   2,903,316 
Net loss   -   -   -   (3,337,522)   (3,337,522)

Balance at September 30, 2021   33,173,456  $ 3,317  $ 4,641,896  $ (16,076,080)  $ (11,430,867)

 
For the nine months ended September 30, 2021 and 2020
 

  Class A Common Stock   
Additional

Paid In   
Accumulated

Deficit   
Total

Shareholders’  
  Shares   Amount   Capital   Amount   Deficit  
Balance at January 1, 2020   24,950,958  $ 2,495  $ 4,998,505  $ (14,008,170)  $ (9,007,170)

Preferred stock dividend   -   -   -   (375,000)   (375,000)
Net income   -   -   -   6,223,099   6,223,099 

Balance at September 30, 2020   24,950,958  $ 2,495  $ 4,998,505  $ (8,160,071)  $ (3,159,071)

                     
Balance at January 1, 2021   32,873,457  $ 3,287  $ -  $ (12,719,857)  $ (12,716,570)

Issue of shares on release of working capital reserve   299,999   30   (30)   -   - 
Share based compensation   -   -   4,641,926   -   4,641,926 
Net loss   -   -   -   (3,356,223)   (3,356,223)

Balance at September 30, 2021   33,173,456  $ 3,317  $ 4,641,896  $ (16,076,080)  $ (11,430,867)

 
The accompanying notes are an integral part of these condensed consolidated financial statements.
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PARTS iD, INC.
Condensed Consolidated Statements of Cash Flows
For the nine months ended September 30, 2021 and 2020 (Unaudited)
  
  Nine months ended September 30,  

  
2021

(Unaudited)   
2020

(Unaudited)  
       
Cash Flows from Operating Activities:       



Net ( loss) income  $ (3,356,223)  $ 6,223,099 
Adjustments to reconcile net (loss) income to net cash provided by operating activities:         

Depreciation   5,480,995   5,034,672 
Deferred income tax   (913,561)   1,359,964 
Share based compensation expensed   3,303,145   - 
Changes in operating assets and liabilities:         

Accounts receivable   (270,750)   (1,690,002)
Inventory   (1,524,797)   (1,271,495)
Prepaid expenses and other current assets   235,245   (141,378)
Accounts payable   1,124,844   13,182,228 
Customer deposits   1,767,997   5,315,673 
Accrued expenses   865,363   (40,065)
Other current liabilities   310,481   906,605 

Net cash provided by operating activities   7,022,739   28,879,301 
         
Cash Flows from Investing Activities:         

Purchase of property and equipment   (306,165)   (17,700)
Purchase of intangible assets   -   (7,769)
Website and software development costs   (5,391,016)   (5,146,408)

Net cash used in investing activities   (5,697,181)   (5,171,877)
         
Cash Flows from Financing Activities:         

Principal paid on notes payable   (15,956)   (15,892)
Payments of preferred stock dividends   -   (375,000)

Net cash used in financing activities   (15,956)   (390,892)
         
Net change in cash   1,309,602   23,316,532 
Cash, beginning of year   22,202,706   13,618,835 
Cash, end of year  $ 23,512,308  $ 36,935,367 

         
Supplemental disclosure of cash flows information:         

Cash paid for interest  $ 7,114  $ 7,684 
Cash paid for income taxes  $ 4,000  $ - 

 
The accompanying notes are an integral part of the condensed consolidated financial statements.
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PARTS iD, Inc.

Notes to Unaudited Consolidated and Condensed Financial Statements
 
Note 1 – Organization and Description of Business
 
Description of Business
 
PARTS iD, Inc., a Delaware corporation (the “Company,” “PARTS iD,” “we” or “us”), is a technology-driven, digital commerce company focused on creating custom
infrastructure and unique user experiences within niche markets. PARTS iD has a product portfolio comprising more than 17.5 million SKUs, an end-to-end digital commerce
platform for both digital commerce and fulfillment, and a virtual shipping network comprising over 2,500 locations, over 5,000 active brands, and machine-learning
algorithms for complex fitment industries such as vehicle parts and accessories. Management believes that the Company is a market leader and proven brand-builder, fueled
by its commitment to delivering an engaging shopping experience; comprehensive, accurate and varied product offerings; and continued digital commerce innovation.
 
Merger between Legacy Acquisition Corp. and Onyx Enterprises Int’l, Corp.
 
On November 20, 2020, Legacy Acquisition Corp., a special purpose acquisition company and publicly traded “shell company” (as defined in Rule 12b-2 of the Securities
Exchange Act of 1934, as amended) (“Legacy”), and Onyx Enterprises Int’l, Corp., a New Jersey corporation (“Onyx”), consummated a business combination (the “Business
Combination”) pursuant to that Business Combination Agreement, dated as of September 18, 2020 (the “Business Combination Agreement”), by and among Legacy, Excel
Merger Sub I, Inc., a Delaware corporation and an indirect wholly owned subsidiary of Legacy and directly owned subsidiary of Merger Sub 2 as defined below (“Merger Sub
1”), Excel Merger Sub II, LLC, a Delaware limited liability company and direct wholly owned subsidiary of Legacy (“Merger Sub 2”), Onyx, and Shareholder Representative
Services LLC, a Colorado limited liability company, solely in its capacity as the stockholder representative, pursuant to which: (a) Merger Sub 1 merged with and into Onyx,
with Onyx surviving as a direct wholly-owned subsidiary of Merger Sub 2, (b) Onyx merged with and into Merger Sub 2, with Merger Sub 2 surviving as direct wholly-owned
subsidiary of Legacy, and (c) Legacy changed its name from Legacy Acquisition Corp. to PARTS iD, Inc. and Merger Sub 2 changed its name to PARTS iD, LLC.
 
At the effective time of the Business Combination, Legacy issued 24,950,958 shares of Class A common stock to Onyx shareholders and all outstanding shares of Legacy
Class F common stock and warrants for Legacy Class A common stock were settled through a combination of cash, redemptions, cancellation and conversions into Class A
common stock of the Company. In addition, all outstanding Onyx preferred shares were redeemed and settled through a combination of cash and issuance of Class A common
stock of the Company.
 
The Business Combination was treated as a recapitalization and reverse acquisition for financial reporting purposes. Onyx is considered the acquirer for accounting purposes,
and Legacy’s historical financial statements before the Business Combination have been replaced with the historical financial statements of Onyx in this and future filings
with the SEC. Accordingly, the operations of the Company are primarily comprised of the historical operations of Onyx and the financial position and result of operations of
Legacy have been incorporated into the Company’s consolidated financial statements beginning on November 20, 2020, the effective date of the Business Combination.
Similarly, the outstanding number of common shares of Onyx, its par value and Additional paid in capital (APIC) as of December 31, 2019 were adjusted to reflect the
exchange of shares and its par value of the legal acquirer, Legacy.
 
Note 2 – Summary of Significant Accounting Policies
 
Basis of Presentation and Principles of Consolidation
 
The consolidated financial statements are presented in U.S. dollars and have been prepared in conformity with accounting principles generally accepted in the United States of



America (“GAAP”). Any reference in these notes to applicable guidance is meant to refer to the authoritative GAAP as found in the Accounting Standards Codification
(“ASC”) and as amended by Accounting Standards Updates (“ASU”) of the Financial Accounting Standards Board (“FASB”).
 
In the opinion of management, the accompanying unaudited condensed consolidated financial statements include all adjustments, consisting of only normal recurring
adjustments, necessary for a fair statement of the financial position, results of operations and cash flows for the interim periods presented.  The December 31, 2020 condensed
consolidated balance sheet data was derived from audited financial statements, but does not include all disclosures required by GAAP.  Results for interim periods should not
be considered indicative of results for any other interim period or for the full year.
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The consolidated financial statements include the accounts of PARTS iD, Inc. and its wholly-owned subsidiary PARTS iD, LLC. All intercompany accounts and transactions
have been eliminated in consolidation.
 
Use of Estimates
 
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting
period. Critical accounting estimates are estimates for which (a) the nature of the estimate is material due to the level of subjectivity and judgment necessary to account for
highly uncertain matters or the susceptibility of such matters to change and (b) the impact of the estimate on financial condition or operating performance is material. The
Company’s critical accounting estimates and assumptions affecting the financial statements include revenue recognition, return allowances, allowance for doubtful accounts,
depreciation, inventory valuation, valuation of deferred income tax assets and the capitalization and recoverability of software development costs.
 
Stock Compensation Policy
 
Compensation expense related to stock option awards and restricted stock units granted to certain employees, directors and consultants is based on the fair value of the awards
on the grant date. If the service inception date precedes the grant date, accrual of compensation cost for periods before the grant date is based on the fair value of the award at
the reporting date. In the period in which the grant date occurs, cumulative compensation cost is adjusted to reflect the cumulative effect of measuring compensation cost
based on fair value at the grant date rather than the fair value previously used at the service inception date or any subsequent reporting date. Forfeitures are recorded as they
occur. The Company recognizes compensation cost related to time-vested options and restricted stock units with graded vesting features on a straight-line basis over the
requisite service period. Compensation cost related to a performance-vesting options and performance-based units, where a performance condition or a market condition that
affects vesting exists, is recognized over the shortest of the explicit, implicit, or defined service periods. Compensation cost is adjusted depending on whether or not the
performance condition is achieved. If the achievement of the performance condition is probable or becomes probable, the full fair value of the award is recognized. If the
achievement of the performance condition is not probable or ceases to be probable, then no compensation cost is recognized.
 
Significant Accounting Policies
 
There have been no significant changes from the significant accounting policies disclosed in Note 2 of the “Notes to Consolidated Financial Statements” included in our
Annual Report on Form 10-K for the year ended December 31, 2020 (our “2020 Form 10-K”).
 
Note 3 – Property and equipment
 
Property and equipment consisted of the following as of:
 

  
September 30, 

2021   
December 31, 

2020  
Website and software development  $ 40,624,004  $ 33,894,207 
Furniture and fixtures   850,511   843,575 
Computers and electronics   978,480   696,684 
Vehicles   430,162   430,162 
Leasehold improvements   237,190   219,757 
Video and equipment   176,903   176,903 

Total - Gross   43,297,250   36,261,288 
Less: accumulated depreciation   (30,271,923)   (24,790,928)

Total - Net  $ 13,025,327  $ 11,470,360 
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Property and equipment included the following amounts for assets recorded under capital leases.
 

  
September 30,

2021   
December 31, 

2020  
Gross value at cost  $ 303,230  $ 303,230 
Less: accumulated depreciation   (277,915)   (269,382)
Net  $ 25,315  $ 33,848 

 
Depreciation of property and equipment for the three months ended September 30, 2021 and 2020 amounted to $1,887,641 and $1,726,574, respectively. and for nine months
ended September 30, 2021 and 2020 amounted to $5,480,995 and $5,034,672, respectively.
 
Note 4 – Borrowings
 
Equipment Leases
 
As of September 30, 2021 and December 31, 2020, the Company’s borrowings consisted of equipment leases at an interest rate of 12.35% per annum. The principal and
interest payments extend through November 30, 2021.
 



Future minimum lease payments under non-cancelable capital leases during the fourth quarter of 2021, are as follows:
 
2021  $ 3,808 

Less: Interest expenses   (58)
Total  $ 3,750 

 
Note 5 – Shareholders’ Deficit
 
Preferred Stock
 
As of September 30, 2021, the Company had authorized for issuance a total of 1,000,000 shares of preferred stock, par value of $0.0001 per share (“Preferred Stock”), and as
of that date, no shares of Preferred Stock were issued or outstanding.
 
Common Stock
 
Upon finalizing the calculation of the aggregate purchase price with respect to the Business Combination in April 2021, the Company released 299,999 shares of Class A
common stock and $10 in cash in lieu of fractional shares to former Onyx shareholders pursuant to the Business Combination Agreement.
 
As of September 30, 2021, the Company had 33,173,456 shares of Class A common stock outstanding and had reserved 7,698,178 shares of Class A common stock for
issuance as follows:
 

a) Indemnification reserve: Upon the expiration of the indemnification period of two years from the closing of the Business Combination as described in the Business
Combination Agreement, subject to the payments of indemnity claims, if any, the Company will issue up to 750,000 shares to former Onyx shareholders.

 
b) Equity Plans reserve: 4,904,596 shares reserved for future issuance under the PARTS iD, Inc. 2020 Equity Incentive Plan and 2,043,582 shares reserved for future

issuance under the PARTS iD, Inc. 2020 Employee Stock Purchase Plan.
 

Further, pursuant to the Business Combination Agreement, the Sponsor has a right to 1,502,129 shares of Class A common stock should its price exceed $15.00 per share for
any thirty-day trading period during the 730 calendar days after the closing of the Business Combination.
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Note 6 – Commitments and Contingencies
 
As of September 30, 2021, there were no material changes to the Company’s legal matters and other contingencies disclosed in the Note 6 of the “Notes to Consolidated
Financial Statements” included in our 2020 Form 10-K, except for the following:
 
Stockholder Litigation and Business Combination Litigation
 
With respect to the Stockholder Litigation (as defined and described in Note 6 of the “Notes to Consolidated Financial Statements” included in our 2020 Form 10-K, on
March 4, 2021, Stanislav Royzenshteyn and Roman Gerashenko (together, the “Founder Stockholders”) filed a motion to preserve various causes of action related to the
Business Combination and the claims for indemnification. That motion was denied without prejudice on June 22, 2021.
 
On June 18, 2021, the Founder Stockholders filed a “Supplemental Complaint” in the Stockholder Litigation related to the indemnification claims. The clerk of the court
dismissed their Supplemental Complaint because the court did not grant leave to file a supplemental complaint. The Founder Stockholders filed a motion objecting to the
order denying their motion to preserve claims for future litigation and have asked the Special Master to opine on the Supplemental Complaint and to preserve those claims.
 
Onyx Enterprises Canada Inc. and its principals filed a motion for summary judgment seeking dismissal of all of the claims brought by the Founder Stockholders, which
motion was heard on February 19, 2021. On August 31, 2021, the court issued an order granting in part and denying in part the motion for summary judgment, by which order
eight claims were dismissed and seven claims were preserved. Pursuant to the court’s opinion, all of the derivative claims brought by the plaintiffs against the Company were
dismissed. The only remaining claim against the Company is the defendants’ claim for indemnification.
 
Note 7 – Stock-Based Compensation
 
During the three and nine months ended September 30, 2021, selling, general and administrative expenses included $1,981,717 and $3,303,145, respectively, of stock-based
compensation expense.
 
During the three and nine months ended September 30, 2021, the Company capitalized $921,599 and $1,338,781, respectively, of stock-based compensation expense
associated with awards issued to consultants who are directly associated with and who devote time to our internal-use software.
 
Equity Incentive Plan
 
In October 2020, in connection with the Business Combination, the Company’s stockholders approved the PARTS iD, Inc. 2020 Equity Incentive Plan (the “2020 EIP”). 
There are 4,904,596 shares of Class A common stock available for issuance under the 2020 EIP. The 2020 EIP became effective immediately upon the closing of the Business
Combination.
 
The 2020 EIP provides for the grant of stock options, including incentive stock options, non-qualified stock options, restricted stock, dividend equivalents, stock payments,
restricted stock units, performance shares, other incentive awards, stock appreciation rights, and cash awards (collectively “awards”). The awards may be granted to
employees and consultants of the Company’s affiliates and subsidiaries.
 
Beginning in January 2021, the Company has granted both restricted stock units (“RSUs”) and restricted performance-based stock units (“PSUs”) as described below.
 
Restricted Stock Units
 
The following table summarizes the activity related to RSUs during the nine months ended September 30, 2021:
 

     Weighted  
  Restricted   Average  
  Share   Grant Date  



  Units   
Fair Value

 
Balance at January 1, 2021   -  $ - 
Granted   2,352,881  $ 6.54 
Forfeited   (15,000)  $ 8.02 
Balance at September 30, 2021   2,337,881  $ 6.54 
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The Company has granted RSUs that vest over a specified period, generally up to three years from the date of grant. RSUs granted include 106,806 RSUs granted to directors,
of which 49,994 will vest on November 20, 2021 and the balance of 56,812 will vest on the earlier of June 8, 2022 or the date of the 2022 annual meeting of stockholders. The
remaining RSUs granted during the nine months ended September 30, 2021 were to various employees, contractors and consultants and will vest, subject to the recipient’s
continuity of employment or service with the Company, generally in equal installments over a period of three years.
 
The Company recognized $2,530,675 and $3,997,843 of stock-based compensation expense associated with RSUs for the three and nine months ended September 30, 2021,
respectively. As of September 30, 2021, approximately $ 11.2 million of unamortized stock-based compensation expense was associated with outstanding RSUs, which is
expected to be recognized over a remaining weighted average period of 2.1 years.
 
Performance Based Restricted Stock Units
 
The following table summarizes the activity related to PSUs during the nine months ended September 30, 2021:
 

PSU Type  

Balance at
January 1,

2021   Granted   

Weighted
Average

grant date
fair value   Forfeited   

Balance at
September 30,

2021  
Net Revenue based      -   499,600  $ 8.02   8,000   491,600 
Cash Flow based     -  124,900  $ 6.04   2,000   122,900 
Total   -   624,500       10,000   614,500 

 
During the nine months ended September 30, 2021, the Company granted 624,500 PSUs to several employees, contractors and consultants that contain both service and
performance-based vesting conditions. The PSUs will vest in March 2024 based upon the level of achievement of several Company-specific operational performance
milestones for the three years ended December 31, 2023, as determined by the Compensation Committee of the Company.
 
Of the 624,500 PSUs granted, 80%, or 499,600 PSUs, include net revenue performance-based vesting conditions that were established at the grant date. The remaining 20%,
or 124,900 PSUs, granted are subject to cash flow performance-based vesting conditions, of which certain thresholds had not been established as of September 30, 2021. As a
result, the service inception date of these remaining PSUs precedes the grant date associated with these PSUs and the recognition of compensation expense is based upon the
fair value of these PSUs at September 30, 2021. See “Stock Compensation Policy” in Note 2 for more information.
 
During the three and nine months ended September 30, 2021, the Company recognized stock-based compensation expense associated with PSUs of $372,641 and $644,083
respectively. As of September 30, 2021, approximately $ 3.9 million of unamortized stock-based compensation expense was associated with outstanding PSUs, which is
expected to be recognized over a weighted average period of 2.3 years.
 
Note 8 – Income Taxes
 
For the three months ended September 30, 2021 and 2020, the effective income tax rates were 21.39% and 19.69%, respectively; and for the nine months ended September
30, 2021 and 2020, the effective income tax rates were 20.87% and 21.05%, respectively.
 
The effective income tax rates differ from the federal statutory rate of 21% primarily due to the effect of state income taxes, share-based compensation and expenses not
deductible for income tax purposes.
 
On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) was enacted in the United States. The CARES Act contains several tax
provisions, including modifications to the net operating loss (“NOL”) and business interest limitations as well as a technical correction to the recovery period for qualified
improvement property. The Company has evaluated these provisions in the CARES Act and does not expect a material impact to its tax provision, except for the 80% of
taxable income limitation in the future on the utilization of the Company’s NOLs.
 
The Company does not currently anticipate any significant increase or decrease of the total amount of unrecognized tax benefits within the next twelve months.
 
None of the Company’s U.S. federal or state income tax returns are currently under examination by the Internal Revenue Service (the “IRS”) or state authorities. However,
fiscal years 2017 and later remain subject to examination by the IRS and respective states.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
 
The following management’s discussion and analysis of financial condition and results of operations should be read together with our unaudited condensed consolidated
financial statements, together with the related notes thereto, included in Part I, Item 1 of this Quarterly Report on Form 10-Q, as well as our audited consolidated financial
statements included in our Annual Report on Form 10-K for the year ended December 31, 2020 (our “2020 Form 10-K”).
 
For the purposes of this section, “we,” “us,” “our,” “Onyx,” the “Company” and “PARTS iD” each refer to Onyx prior to the closing of the Business Combination and PARTS
iD, Inc. following the closing of the Business Combination, as the context indicates, unless the context otherwise refers to Legacy Acquisition Corp.
 
Overview
 
The success of the Company has inspired pursuit of our long-term strategy to scale into similar markets via our proprietary built, modular digital commerce technology
platform. While our core focus continues to be automotive, in August 2018, we launched seven new verticals (including BOATiD.com, MOTORCYCLEiD.com,



CAMPERiD.com and more) which demonstrates fungibility of our technology platform. These verticals address similar market challenges and focus on the enthusiasts’ needs
through our seamless shopping experience using proprietary tools and techniques.
 
Although the ongoing COVID-19 pandemic has caused economic disruptions on a global scale, and created significant uncertainty, it increased the adoption of online
shopping by consumers, which has had an overall positive effect on the Company’s revenue since the onset of the pandemic. Most recently, however, there was a decline in
traffic in the third quarter due primarily to an increase in the average cost-per-click in the Company’s search advertising programs that adversely impacted marketing
productivity. We also experienced increased order cancellations in the third quarter due to supply chain disruptions. These factors were partially offset by increases in the
conversion rate and average order value, but revenue for the three months ended September 30, 2021, decreased compared to the same period in the prior year. Nonetheless,
net revenue for the nine months ended September 30, 2021, revenue was up compared to the corresponding period in 2020.
 
COVID-19 and related containment measures have disrupted the supply chain, negatively affecting the Company and our industry. The recent spikes in the price of steel and
other materials, workforce shortages and shipping and seaport delays have led to increases in the cost of goods sold and low in-stock rates with our key suppliers. Increasing
supply chain challenges have led to increased order cancellations and shipping costs. Our real-time multi-sourced inventory model helped us mitigate some of the impact by
sourcing certain products from secondary and tertiary sources during the third quarter of 2021, but this resulted in increased costs. We began to pass a portion of the increased
costs through to our customers, while balancing the need to maintain price competitiveness.
 
Management continues to focus on efforts to drive growth, including product cultivation, vendor optimization, distribution network expansion and marketing diversification,
with a greater emphasis on the new verticals, original equipment (“OE”) and repair parts business. We also recently filled a number of key executive positions to support this
growth, including hiring leaders for our key categories of Boating and Marine and RV/Camper.
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Key Financial and Operating Metrics
 
We measure our business using financial and operating metrics, as well as non-GAAP financial measures. See “Results of Operations – Non-GAAP Financial Measures”
below for more information on non-GAAP financial measures. We monitor several key business metrics to evaluate our business, measure our performance, develop financial
forecasts and make strategic decisions, including the following:
 
Traffic and Engagement Metrics
 
For the three months ended September 30,
 
  2021   2020   Change   % Change  
Number of Users   32,978,118   41,499,193   (8,521,075)   (20.5)%
Number of Sessions   56,540,357   79,537,185   (22,996,828)   (28.9)%
Number of Pageviews   230,235,761   317,881,759   (87,645,998)   (27.6)%
Pages/Session   4.07   4.00   0.08   1.9%
Average Session Duration   00:03:11   00:03:21   (0:00:10)   (5.2)%
 
For the nine months ended September 30,
 
  2021   2020   Change   % Change  
Number of Users   95,809,701   108,216,245   (12,406,544)   (11.5)%
Number of Sessions   180,812,997   216,479,296   (35,666,299)   (16.5)%
Number of Pageviews   771,603,852   897,466,628   (125,862,776)   (14.0)%
Pages/Session   4.27   4.15   0.12   2.9%
Average Session Duration   0:03:21   0:03:26   (0:00:05)   (2.1)%
 
We use the metrics above to gauge our ability to acquire targeted traffic and keep users engaged. This information informs us of how effective our proprietary technology,
data, and content is, and helps us define our strategic roadmap and key initiatives.
 
Results of Operations
 
  Three months ended September 30,   Change  

  2021   
% of
Rev.   2020   

% of
Rev.   Amount   %  

Revenue, net  $ 102,595,793      $ 123,171,974      $ (20,576,181)   (16.7)%
Cost of goods sold   82,316,633   80.2%   95,716,087   77.7%  (13,399,454)   (14.0)%
Gross profit   20,279,160   19.8%   27,455,887   22.3%  (7,176,727)   (26.1)%
Gross margin   19.8%      22.3%            
Operating expenses                         

Advertising   9,730,026   9.5%   9,624,007   7.8%  106,019   1.1%
Selling, general & administrative   12,906,797   12.6%   10,134,882   8.2%  2,771,915   27.4%
Depreciation   1,887,641   1.8%   1,726,574   1.4%  161,067   9.3%
Total operating expenses   24,524,464   23.9%   21,485,463   17.4%  3,039,001   14.1%

(Loss) income from operations   (4,245,304)   (4.1)%  5,970,424   4.8%  (10,215,728)   (171.1)%
    Interest expense   229   0.0%   863   0.0%  (634)   (73.5)%
(Loss) income before income tax   (4,245,533)   (4.1)%  5,969,561   4.8%  (10,215,094)   (171.1)%
Income tax expense (benefit)   (908,011)   (0.9)%  1,175,607   1.0%  (2,083,618)   (177.2)%
Net (loss) income  $ (3,337,522)   (3.3)% $ 4,793,954   3.9% $ (8,131,476)   (169.6)%

 

12

 

 
  Nine months ended September 30,   Change  



  2021   
% of
Rev.   2020   

% of
Rev.   Amount   %  

Revenue, net  $ 342,078,753      $ 307,751,463      $ 34,327,290   11.2%
Cost of goods sold   272,826,703   79.8%   240,928,853   78.3%  31,897,850   13.2%
Gross profit   69,252,050   20.2%   66,822,610   21.7%  2,429,440   3.6%
Gross Margin   20.2%      21.7%            
Operating expenses                         

Advertising   31,136,731   9.1%   25,014,794   8.1%  6,121,937   24.5%
Selling, general & administrative   36,868,521   10.8%   28,883,134   9.4%  7,985,387   27.6%
Depreciation   5,480,995   1.6%   5,034,672   1.6%  446,323   8.9%
Total operating expenses   73,486,247   21.5%   58,932,600   19.1%  14,553,647   24.7%

(Loss) income from operations   (4,234,197)   (1.2)%  7,890,010   2.6%  (12,124,207)   (153.7)%
    Interest expense   7,114   0.0%   7,684   0.0%  (570)   (7.4)%
(Loss) income before income tax   (4,241,311)   (1.2)%  7,882,326   2.6%  (12,123,637)   (153.8)%
Income tax expense (benefit)   (885,088)   (0.3)%  1,659,227   0.5%  (2,544,315)   (153.3)%
Net (loss) income  $ (3,356,223)   (1.0)% $ 6,223,099   2.0% $ (9,579,322)   (153.9)%

 
Revenue
 
Revenue for the three months ended September 30, 2021 decreased by $20.6 million, or 16.7%, compared to the same prior year period, primarily attributable to lower traffic
resulting from an increase in the average cost-per-click in search advertising programs that adversely impacted marketing productivity, as well as increased order
cancellations due to supply chain disruptions. Compared to the same prior year period, traffic declined by 28.9% in the three-month period ended September 30, 2021, while
the site conversion rate and average order value increased by 8.9% and 11.3% respectively.
 
For the nine months ended September 30, 2021, revenue increased by $34.3 million, or 11.2%, compared to the same prior year period. The revenue increase was primarily
due to an increase in the number of orders, with increases in the site conversion rate and average order value of 16.1% and 12.9%, respectively, being partially offset by a
decline in traffic of 16.5%, as well as increased order cancellations due to supply chain disruptions in the third quarter.
 
Supply chain disruptions related to COVID-19 also adversely impacted revenue in both periods, as cancellations of sales orders increased by 10.4% and 27.2% in three and
nine month periods ended September 30, 2021, respectively, as compared to the same prior year periods.
 
The increase in site conversion rates in both periods was primarily attributable to search engine bidding automation and optimization, pricing initiatives, product cultivation,
and continued e-commerce adoption. The increase in average order values in both periods was primarily attributable to increases in the average numbers of items per order
and changes in the mix of categories of items sold in the relevant periods.
 
Cost of Goods Sold
 
Cost of goods sold is composed of product cost, the associated fulfillment and handling costs charged by vendors, if any, and shipping costs. In the three months ended
September 30, 2021, cost of goods sold decreased by $13.4 million, or 14.0%, compared to the same prior year period. This decrease in cost of goods sold was primarily
driven by decreases in the number of orders or products sold and related shipping costs, partially offset by increases in product costs and shipping costs due to supply chain
disruptions. In the nine months ended September 30, 2021, cost of goods sold increased by $31.9 million, or 13.2%, compared to the same prior year period. This increase in
cost of goods sold was primarily driven by an increase in the number of orders or products sold, as well as increases in product costs and shipping costs due to supply chain
disruptions.
 
For the three and nine months ended September 30, 2021, cost of goods sold was 80.2% and 79.8% of revenue, respectively, compared to 77.7% and 78.3% of revenue in the
respective prior year periods. The 2.5% and 1.5% increases in cost of goods sold as a percentage of revenue were primarily attributable to ongoing supply chain disruptions
associated with the COVID-19 pandemic. During these 2021 periods, we had to source some products from alternate vendors at higher price points, and had to balance the
need to maintain price competitiveness as we began to pass a portion of the increased costs through to our customers. Management expects these cost pressures to materially
ease only if and when the COVID-19 pandemic and related containment measures abate, which cannot be currently predicted with any certainty.
 
Gross Profit and Gross Margin
 
Gross profit decreased by $7.2 million, or 26.1%, for the three months ended September 30, 2021 compared to the same prior year period, primarily due to a 16.7% decrease
in revenue and increases in product and shipping costs associated with supply chain disruptions. Gross profit increased by $2.4 million, or 3.6%, for the nine months ended
September 30, 2021, compared to the nine months ended September 30, 2020. This change was primarily attributable to a 11.2% increase in revenue in the nine months ended
September 30, 2021, partially offset by increases in product and shipping costs associated with supply chain disruptions.
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Gross margins of 19.8% and 20.2% in the three and nine months ended September 30, 2021, respectively, were lower than gross margins of 22.3% and 21.7% for the three
and nine months ended September 30, 2020, primarily attributable to increases in product and shipping costs associated with ongoing supply chain disruptions as discussed
above.
 
Operating Expenses
 
Advertising expenses increased $0.1 million, or 1.1%, and $6.1 million, or 24.5%, for the three and nine months ended September 30, 2021, respectively, compared to the
three and nine months ended September 30, 2020. These increases in advertising costs were primarily attributable to increases in the average cost-per-click, a change in the
mix of advertising channels used, testing new advertising campaigns and content development. Management believes investment in advertisement is one of the key drivers of
revenue, and measures advertising efficiency in terms of revenue per advertisement dollar spent.
 
Decreases in overall available searches and increasing competition, coupled with additional campaigns being transitioned to automated bidding from manual bidding, led to
higher costs-per-click in the three and nine months ended September 30, 2021 as compared to the same prior year periods.
 
The consequent higher advertising cost was partly offset by an increase in the site conversion rate and average order value in both periods. Management is taking steps to
diversify advertising in new channels, such as paid social and customer retention programs, to drive growth.
 
Selling, general and administrative (“SG&A”) expenses increased $2.8 million, or 27.4%, and $8.0 million, or 27.6%, for the three and nine months ended September 30,
2021, respectively, compared to the three and nine months ended September 30, 2020. These increases were primarily attributable to increases in non-cash share-based
expenses ($2.0 million and $3.3 million, respectively), public company operating expenses ($1.1 million and $3.3 million, respectively), and, for the nine-month period,



merchant services provider processing fees of $1.1 million.
 
Depreciation expenses increased $0.2 million, or 9.3%, and $0.4 million, or 8.9%, for the three and nine months ended September 30, 2021, respectively, compared to the
three and nine months ended September 30, 2020.
 
Interest Expense
 
Interest expense decreased by $634, or 73.5%, and by $570, or 7.4%, for the three and nine months ended September 30, 2021, respectively, compared to the three and nine
months ended September 30, 2020.
 
Income Tax Expense
 
Income tax benefit was $0.9 million for each of the three and nine months ended September 30, 2021, compared to income tax expense of $1.2 million and $1.7 million for
the three and nine months ended September 30, 2020, respectively. For the three and nine months ended September 30, 2021, the effective income tax rate was 21.4% and
20.9%, respectively, compared to 19.7% and 21.1% for the three and nine months ended September 30, 2020, respectively. The changes in rates were primarily attributable to
changes in state taxes and expenses not deductible for income tax purposes.
 
Non-GAAP Financial Measures
 
EBITDA and Adjusted EBITDA
 
This report includes non-GAAP financial measures that differ from financial measures calculated in accordance with U.S. generally accepted accounting principles
(“GAAP”). These non-GAAP financial measures may not be comparable to similar measures reported by other companies and should be considered in addition to, and not as
a substitute for, or superior to, other measures prepared in accordance with GAAP. Management uses non-GAAP financial measures internally to evaluate the performance of
the business. Additionally, management believes certain non-GAAP measures provide meaningful incremental information to investors to consider when evaluating the
performance of the Company.
 
To this end, we provide EBITDA and Adjusted EBITDA, which are non-GAAP financial measures. EBITDA consists of net income (loss) plus (a) interest expense; (b)
income tax provision (or less benefit); and (c) depreciation expense. Adjusted EBITDA consists of EBITDA plus costs, fees, expenses, write-offs and other items that do not
impact the fundamentals of our operations, as described further below following the reconciliation of these metrics. Management believes these non-GAAP measures provide
useful information to investors in their assessment of the performance of our business. The exclusion of certain expenses in calculating EBITDA and Adjusted EBITDA
facilitates operating performance comparisons on a period-to-period basis as these costs may vary independent of business performance. Accordingly, we believe that
EBITDA and Adjusted EBITDA provide useful information to investors and others in understanding and evaluating our operating results in the same manner as our
management and board of directors.
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EBITDA and Adjusted EBITDA have limitations as an analytical tool, and you should not consider these measures in isolation or as a substitute for analysis of our results as
reported under GAAP. Some of these limitations are:
 
 ● Although depreciation is a non-cash charge, the assets being depreciated may have to be replaced in the future, and EBITDA and Adjusted EBITDA do not reflect cash

capital expenditure requirements for such replacements or for new capital expenditure requirements;
   
 ● EBITDA and Adjusted EBITDA do not reflect changes in our working capital;
   
 ● EBITDA and Adjusted EBITDA do not reflect income tax payments that may represent a reduction in cash available to us;
   
 ● EBITDA and Adjusted EBITDA do not reflect depreciation and interest expenses associated with the lease financing obligations; and
   
 ● Other companies, including companies in our industry, may calculate Adjusted EBITDA differently, which reduces its usefulness as a comparative measure.
 
Because of these limitations, you should consider EBITDA and Adjusted EBITDA alongside other financial performance measures, including various cash flow metrics, net
income (loss) and our other GAAP results.
 
The following table reflects the reconciliation of net income (loss) to EBITDA and Adjusted EBITDA for each of the periods indicated.
 

  
Three months ended

September 30,   
Nine months ended

September 30,  
  2021   2020   2021   2020  
Net income (loss)  $ (3,337,522)  $ 4,793,954  $ (3,356,223)  $ 6,223,099 

Interest expense   229   863   7,114   7,684 
Income tax expense (benefit)   (908,011)   1,175,607   (885,088)   1,659,227 
Depreciation   1,887,641   1,726,574   5,480,995   5,034,672 

EBITDA   (2,357,663)   7,696,998   1,246,798   12,924,682 
Stock compensation expenses included in Statement of operations   1,981,717   -   3,303,145   - 

Business combination transaction expenses(1)   -   282,618   -   282,618 
Founder’s compensation(2)   -   14,987   -   797,692 
Legal & settlement expenses (3)   238,293   152,899   721,480   103,662 

Other items(4)  
 -

  
 37,981

  
 -

  
 253,143

 
Adjusted EBITDA Total  $ (137,653)  $ 8,185,483  $ 5,271,423  $ 14,361,797 

% of revenue   (0.1)%  7.2%  1.5%  4.7%
 
(1) Represents the expenses incurred solely related to the Business Combination that closed in November 2020. It primarily includes investment banker fees, legal fees,

professional fees for accountants and SEC and Hart-Scott-Rodino filing fees.
(2) Represents the excess compensation paid to one of the founders of Onyx over the amount management believes would have been the compensation of an independent

professional CEO for the applicable reporting periods.



(3) Represents legal and settlement expenses and gains related to significant matters that do not impact the fundamentals of our operations, pertaining to: (i) causes of action
between certain of the Company’s shareholders and which involves claims directly against the Company seeking the fulfillment of alleged indemnification obligations with
respect to these matters, and (ii) trademark and IP protection cases. We are involved in routine IP litigation, commercial litigation and other various litigation matters. We
review litigation matters from both a qualitative and quantitative perspective to determine if excluding the losses or gains will provide our investors with useful incremental
information. Litigation matters can vary in their characteristics, frequency and significance to our operating results.

(4) Includes write-offs of advances and certain fraud loss claims from earlier years that we determined were uncollectible.
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Net income decreased by $8.1 million for the three months ended September 30, 2021, as compared to the same prior year period, primarily driven by incremental public
company operating expenses of $1.1 million and an increase in non-cash stock compensation of $2.0 million, as well as a decrease in gross profit of $7.2 million. Net income
decreased by $9.6 million for the nine months ended September 30, 2021, as compared to the same prior year period, primarily driven by an increase in advertising costs of
$6.1 million, incremental public company operating expenses of $3.3 million, and an increase in non-cash stock compensation of $3.3 million. The year-over-year decreases
in Adjusted EBITDA for the three and nine months ended September 30, 2021 as compared to the same prior year periods were attributable to these decreases in net income,
partially offset by Business Combination transaction expenses, founders compensation and other items which did not recur in the 2021 periods.
 
Free Cash Flow
 
To provide investors with additional information regarding our financial results, we disclose free cash flow, a non-GAAP financial measure that we calculate as net cash
provided by operating activities less capital expenditures. Capital expenditures consist of purchases of property and equipment, purchases of intangible assets and website and
software development costs. We have provided a reconciliation below of free cash flow to net cash provided by operating activities, the most directly comparable GAAP
financial measure.
 
Free cash flow is an important indicator of our liquidity as it measures the amount of cash we generate. Accordingly, we believe that free cash flow provides useful
information to investors and others to aid in understanding and evaluating our operating results in the same manner as management.
 
Free cash flow has limitations as a financial measure, and you should not consider it in isolation or as a substitute for analysis of our results as reported under GAAP. There
are limitations to using non-GAAP financial measures, including that other companies, including companies in our industry, may calculate free cash flow differently. Because
of these limitations, you should consider free cash flow alongside other financial performance measures, including net cash provided by (used in) operating activities, capital
expenditures and our other GAAP results.  
 
The following table presents a reconciliation of net cash provided by operating activities to free cash flow for each of the periods indicated.
 

  
Nine months ended

September 30,  
  2021   2020  

Net cash provided by operating activities  $ 7,022,739  $ 28,879,301 
Purchase of property and equipment   (306,165)   (17,700)
Purchase of intangible assets   -   (7,769)
Website and software development costs   (5,391,016)   (5,146,408)
Free cash flow  $ 1,325,558  $ 23,707,424 

 
Liquidity and Capital Resources
 
Our primary sources of liquidity are cash on hand of $23.5 million as of September 30, 2021, cash generated from operations and changes in operating assets and liabilities.
We believe our current resources will be sufficient to fund our cash needs for current operations for at least the next 12 months. Our primary use of cash is for investment in
website and software development.
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The following table summarizes the key cash flow metrics from our statements of cash flows for the nine months ended September 30, 2021 and 2020:
 

  
Nine months ended

September 30,  
  2021   2020  

Net cash provided by operating activities  $ 7,022,739  $ 28,879,301 
Net cash used in investing activities   (5,697,181)   (5,171,877)
Net cash used in financing activities   (15,956)   (390,892)
Net change in cash  $ 1,309,602  $ 23,316,532 

 
Cash Flows from Operating Activities
 
The net cash provided by operating activities consists of net income (loss), adjustments for certain non-cash items, including depreciation, and the effect of changes in working
capital and other activities. Operating cash flows can be volatile and are sensitive to many factors, including changes in working capital and our net income (loss). We have a
negative working capital model where current liabilities exceed current assets. Any profitable growth in revenue results in incremental cash for the Company. We receive
funds when customers place orders on the website, while accounts payable are paid over a period of time. Vendor terms range on average from one week to eight weeks.
 
Net cash provided by operating activities in the nine months ended September 30, 2021 was $7.0 million, comprised of a net loss of $3.4 million and cash provided by (i) a
change in operating assets and liabilities of $2.5 million, primarily driven by increases in accounts payable and customer deposits, (ii) depreciation expense of $5.5 million,
and (iii) non-cash share-based compensation expense of $3.3 million. These amounts were partially offset by a change in the non-cash deferred tax benefit of $0.9 million.
  
Net cash provided by operating activities in the nine months ended September 30, 2020 was $28.9 million, comprised of net income of $6.2 million, and cash provided by (i)
changes in operating assets and liabilities of $16.3 million, primarily driven by increases in accounts payable and customer deposits, (ii) depreciation expense of $5.0 million,
and (iii) a change in non-cash deferred income tax expense of $1.4 million.
 



Cash Flows from Investing Activities
 
Net cash used in investing activities was $5.7 million for the nine months ended September 30, 2021, consisting of website and software development costs and purchases of
property and equipment. Cash used in investing activities varies depending on the timing of technology and product development cycles.
 
Net cash used in investing activities was $5.2 million for the nine months ended September 30, 2020, consisting primarily of website and software development costs.
 
Cash Flows from Financing Activities
 
Net cash used in financing activities for the nine months ended September 30, 2021 was $15,956, compared to $390,892 in the nine months ended September 30, 2020. The
decrease was primarily related to cessation of payments of preferred stock dividends.
 
Critical Accounting Estimates
 
SEC guidance defines critical accounting estimates as those estimates made in accordance with GAAP that involve a significant level of estimation uncertainty and have had
or are reasonably likely to have a material impact on the financial condition or results of operation of the registrant. There were no significant changes in our critical
accounting estimates from those discussed in our 2020 Form 10-K, except as disclosed below. See Note 2 of the Notes to Unaudited Condensed Consolidated Financial
Statements for our other significant accounting policies and accounting pronouncements that may impact the Company’s consolidated financial position, earnings, cash flows
or disclosures.
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Revenue Recognition
 
Our revenue recognition is impacted by estimates of unshipped and undelivered orders at the end of the applicable reporting period. As we ship a large volume of packages
through multiple carriers, actual delivery dates may not always be available, and as such we estimate delivery dates based on historical data. If actual unshipped and
undelivered orders are not consistent with our estimates, the impact on our revenue for the applicable reporting period could be material. Unshipped and undelivered orders as
of September 30, 2021 and December 31, 2020 were $18.0 million and $16.2 million, respectively, which are reflected as customer deposits on our balance sheets.
 
The outstanding days from the order date of our unshipped and undelivered orders were, on average, estimated at 13.0 days as of September 30, 2021, based on our actual
determinations of 13.0 days as of June 30, 2021 and of 12.7 days as of December 31, 2020.
 
Sales discounts earned by customers at the time of purchase and taxes collected from customers, which are remitted to governmental authorities, are deducted from gross
revenue in determining net revenue. Allowances for sales returns are estimated and recorded based on historical experience and reduce product revenue, inclusive of shipping
fees, by expected product returns. Our estimated net allowances for sales returns at September 30, 2021 and 2020 were $766,646 and $664,886, respectively.
 
If actual sales returns are not consistent with our estimates, or if we have to make adjustments, we may incur future losses or gains that could be material. Adjustments to our
estimated net allowances for sales returns over the three months and nine months ended September 30, 2021 and 2020 were as follows:
 

  
Three months ended

September 30,   
Nine months ended

September 30,  
  2021   2020   2021   2020  

Balance at beginning of period  $ 800,215  $ 712,744  $ 1,062,077  $ 495,697 
Adjustment   (33,569)   (47,858)   (295,431)   169,189 
Balance at Closing of period  $ 766,646  $ 664,886  $ 766,646  $ 664,886 

 
Website and Software Development
 
We capitalize certain costs associated with website and software (technology platform including the catalog) developed for internal use in accordance with Accounting
Standards Codification (“ASC”) 350-50, Intangibles — Goodwill and Other — Website Development Costs, and ASC 350-40, Intangibles — Goodwill and Other — Internal
Use Software, when both the preliminary project design and the testing stage are completed and management has authorized further funding for the project, which it deems
probable of completion and to be used for the function intended. Capitalized costs include amounts directly related to website and software development such as contractors’
fees, payroll and payroll-related costs for employees who are directly associated with and who devote time to our internal-use software. Capitalization of such costs ceases
when the project is substantially complete and ready for its intended use. Capitalized costs are amortized over a three-year period commencing on the date that the specific
module or platform is placed in service. Costs incurred during the preliminary stages of development and ongoing maintenance costs are expensed as incurred. Determinations
as to when a project is substantially complete and what constitutes ongoing maintenance require judgments and estimates by management. We periodically review the
carrying values of capitalized costs and makes judgments as to ultimate realization. The amount of capitalized software costs for the nine months ended September 30, 2021
and 2020 were as follows:
 

Nine months ended September 30,  
Capitalized
Software  

2021 (Includes capitalized non-cash share-based compensation of $1,338,781)  $ 6,729,797 
2020  $ 5,146,408 
 
Off-Balance Sheet Arrangements
 
PARTS iD is not a party to any off-balance sheet arrangements.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk
 
Not required for smaller reporting companies.
 
Item 4. Controls and Procedures
 



Management’s Evaluation of Disclosure Controls and Procedures
 
Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed in our reports filed or submitted
under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms. Disclosure controls and procedures
include, without limitation, controls and procedures designed to ensure that information required to be disclosed in company reports filed or submitted under the Exchange
Act is accumulated and communicated to management, including our Chief Executive Officer and Chief Financial Officer, to allow timely decisions regarding required
disclosure.
 
As required by Rules 13a-15 and 15d-15 under the Exchange Act, our Chief Executive Officer and Chief Financial Officer carried out an evaluation of the effectiveness of the
design and operation of our disclosure controls and procedures as of September 30, 2021. Based upon their evaluation, our Chief Executive Officer and Chief Financial
Officer concluded that our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) were effective as of September 30, 2021.
 
Changes in Internal Control over Financial Reporting
 
There were no changes in our internal control over financial reporting that occurred during the quarter ended September 30, 2021 that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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PART II

 
Item 1. Legal Proceedings
 
We are routinely involved in a number of legal actions, proceedings, litigation and other disputes arising in the ordinary course of our business. See Note 6 of Notes to
Unaudited Condensed Consolidated Financial Statements for additional information regarding legal matters and proceedings, which is incorporated herein by reference.
 
Item 1A. Risk Factors
 
There have been no material changes to our risk factors from those previously disclosed in our 2020 Form 10-K, except as set forth in the “Risk Factors” section of the Form
S-1 filed with the SEC on September 14, 2021.
 
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
 
Issuer Purchases of Equity Securities
 
During the three months ended September 30, 2021, the Company did not repurchase any of its securities.
 
Item 6. Exhibits
 
Exhibit
Number  Description
   
3.1  Second Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to the Company’s Registration Statement on Form 8-A

filed on November 23, 2020)
   
3.2  Amended and Restated Bylaws (incorporated by reference to Exhibit 3.2 to the Company’s Registration Statement on Form 8-A filed on November 23, 2020)
   
10.1  Non-Employee Director Compensation Policy
   
31.1  Certification of Principal Executive Officer pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934, as amended
   
31.2  Certification of Principal Financial Officer pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934, as amended
   
32.1  Certification of Principal Executive Officer pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
   
32.2  Certification of Principal Financial Officer pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
   
101.1  The following financial statements from the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2021, formatted in Inline XBRL:

(i) Balance Sheets, (ii) Statements of Operations, (iii) Statements of Changes in Shareholders’ Deficit, (iv) Statements of Cash Flows, and (v) Notes to the
Condensed Consolidated Financial Statements

   
104  Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101.1)
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SIGNATURES

 
Pursuant to the requirements of Section 13 or 15(d) 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.
 

 PARTS iD, INC.
  
November 9, 2021 By: /s/ Antonino Ciappina
  Antonino Ciappina

  Chief Executive Officer
   

http://www.sec.gov/Archives/edgar/data/1698113/000121390020038774/ea130389ex3-1_partsid.htm
http://www.sec.gov/Archives/edgar/data/1698113/000121390020038774/ea130389ex3-2_partsid.htm


November 9, 2021 By: /s/ Kailas Agrawal
  Kailas Agrawal
  Chief Financial Officer
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Exhibit 10.1
 

PARTS ID, INC.
NON-EMPLOYEE DIRECTOR COMPENSATION POLICY

 
Adopted: January 29, 2021

Amended: October 5, 2021 (retroactively effective January 1, 2021)
 
Annual Equity Awards: Each non-employee director of PARTS iD, Inc. (the “Company”) will receive an annual restricted stock unit (“RSU”) grant on the date of each annual
meeting of stockholders at which the director is elected to the board or continues to serve as a director, the number of RSUs calculated by dividing $50,000 by the closing sale
price for a share of the Company’s common stock on the Company’s principal stock exchange on the date of grant. Each grant will vest in full on the earlier of one year after the
date of grant or the date of the next year’s annual meeting of stockholders, provided the director remains a member of the board as of the vesting date.  RSUs will settle in
shares as soon as practicable after vesting, and in no event later than March 15 of the calendar year following the date of vesting.
 
Annual Retainers: Each non-employee director of the Company will receive the following annual retainers, as applicable, payable in quarterly installments, in advance, on the
first business day of each calendar quarter:

 
● an annual retainer of $35,000;
 
● committee chair annual fees as follows:

 
Committee Chair  Annual Cash Fee 
Audit  $ 22,500 
Compensation  $ 15,000 
Nominating and Corporate Governance  $ 15,000 
Strategy, Technology and Risk Management  $ 17,500 

 
● committee membership annual fees (including the chair) as follows:

 
Committee Members  Annual Cash Fee  
Audit  $ 5,000 
Compensation  $ 5,000 
Nominating and Corporate Governance  $ 3,000 
Strategy, Technology and Risk Management  $ 3,000 

 
● the chair of the Company’s board of directors will receive an additional annual fee of $35,000.
 

Meeting Fees: Unless a committee or the board of directors has more than six meetings per calendar year, there will be no meeting fees.If there are more than six meetings in
one calendar year for an individual committee or the board, additional compensation will be reviewed by the Compensation Committee at that time.
 
Reimbursement of Expenses: The Company will reimburse a director’s reasonable expenses in connection with attending board and committee meetings.
 

For directors joining the Company during a period between annual meetings, all amounts will be prorated based on the percentage of the year since the most recent annual
meeting of stockholders.

 



Exhibit 31.1
 

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

 
I, Antonino Ciappina, certify that:
 

1. I have reviewed this Quarterly Report on Form 10-Q of PARTS iD, 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 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 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.
 
 /s/ Antonino Ciappina
 Antonino Ciappina
 Chief Executive Officer
Date: November 9, 2021
 
 
 
 



Exhibit 31.2
 

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

 
I, Kailas Agrawal, certify that:
 

1. I have reviewed this Quarterly Report on Form 10-Q of PARTS iD, 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 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 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.
 
 /s/ Kailas Agrawal
 Kailas Agrawal
 Chief Financial Officer
Date: November 9, 2021
 
 
 



Exhibit 32.1
 

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 

In connection with the Quarterly Report on Form 10-Q of PARTS iD, Inc. (the “Company”) for the period ended September 30, 2021, as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), the undersigned, Antonino Ciappina, Chief Executive Officer of the Company, hereby certifies, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
 

(1) the Report 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 the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
 /s/ Antonino Ciappina
 Antonino Ciappina
 Chief Executive Officer
Date: November 9, 2021



Exhibit 32.2
 

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 

In connection with the Quarterly Report on Form 10-Q of PARTS iD, Inc. (the “Company”) for the period ended September 30, 2021, as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), the undersigned, Kailas Agrawal, Chief Financial Officer of the Company, hereby certifies, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
 

(1) the Report 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 the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
 /s/ Kailas Agrawal
 Kailas Agrawal
 Chief Financial Officer
Date: November 9, 2021


