
 
 

 

Singing Machine Announces 22% Increase in Net Sales in Third 
Quarter 2021 Earnings Report 

  
 
Fort Lauderdale, FL, February 22, 2021 – The Singing Machine Company, Inc.  (“Singing 
Machine” or the “Company”) (OTCQX: SMDM) – the worldwide leader in consumer karaoke 
products – today announced its financial results for its third quarter ended December 31, 2020.  
 
Third Quarter Snapshot: 
 

• Year-to-date earnings per share of $0.09 cents; $0.03 cents earnings per share for the quarter. 

• Net sales for the quarter increased by $3.1 million from $13.8 million to $16.9 million (22% 
increase). 

• Gross profit margin increased by 12.2% from 17.1% to 29.3% (increase in gross profit of 
$2.6 million for the quarter).  

• Income from Operations was $1.5 million (an increase of $2.4 million) for the quarter and 
$3.1 million for the 9-month period. 

• Net income for the quarter was $1.2 million compared to a loss of $0.8 million in the same 
period last year. Net income through the nine-month period was $3.4 million compared to a 
loss of $1.0 million over the same period last year. 

• Inventory was $5.3 million compared to $8.1 million at the same point last year. 
 

Singing Machine reports net sales of approximately $16.9 million for the quarter-ended December 31, 
2020 period compared to $13.8 million in the comparable quarter of the prior year.  The increase in 
net sales was primarily due to overall increased demand for karaoke products, most notably 
replenishment sales to two major customers for the Carpool Karaoke Microphone. During the quarter, 
the Company also saw a reduction in promotional discounts of approximately $0.8 million which 
indicated an increased willingness of consumers to pay full price for products.    
 
Gross profit margin increased to 29.3% compared to approximately 17.1% reported in the prior year. 
The increase in gross margin was mainly due to overall product margin growth, particularly margin 
contribution from the Carpool Karaoke Mic as well as less promotions run during the third quarter.  
 
Total operating expenses increased by $0.2 million from $3.3 million in the prior year to $3.5 million 
for the current quarter. The increase in expenses was primarily due to one-time bonuses awarded to 
staff and management as well as a rent increase at the Company’s warehouse operation in California. 
 
As a result, the Company reported a net income for the quarter of $1.2 million (or $.03 cents per 
share) compared to net income of $0.8 million in the prior year.  Net income for the nine-month 



period was $3.4 million (or $.09 cents per share) compared to a loss of $1.0 million in the same period 
of the prior year.  
 
Management Commentary:  
 
Gary Atkinson, Singing Machine CEO, commented, “This was another banner quarter for the 
Company despite persistent challenging market conditions. While the pandemic has given us a strong 
tailwind, we continued to exceed expectations, delivering double digit growth, tremendous margin 
expansion, as well as a significant increase in profitability. Our nine-month earnings per share of $0.09 
cents represents another milestone for the Company. As we move into fiscal 2022, all our market 
research indicates that consumer behavior will still revolve around in-home entertainment choices and 
we believe we are well-positioned to take advantage of this continued trend.” 
 
Bernardo Melo, VP of Global Sales & Marketing, commented, “During the holiday quarter we saw 
strong demand for in-home karaoke across all price points. Historically, the holiday quarter can be 
very price promotion driven with many brands fighting for visibility and market share. However, this 
past season we saw a significantly reduced reliance on price promotions as demand exceeded our 
inventory availability. We ultimately lost sales as we sold out on key items in the weeks leading up to 
Christmas.” 
 
Earnings Call Information: 
 
The Company will host a conference call today, Monday, February 22, beginning at 1:00 pm Eastern 
time to discuss these results and answer questions. If you would like to participate on the call, please 
dial (866) 518-6930 and use conference ID: SMDM.  
 
An audio rebroadcast of the call will be available later in the day after the earnings call and can be 
heard at: www.singingmachine.com/investors. 
 
About The Singing Machine 
 
Based in the U.S., Singing Machine® is the North American leader in consumer karaoke products. 
The first to provide karaoke systems for home entertainment in the United States, the Company sells 
its products worldwide through major mass merchandisers and on-line retailers. We offer the 
industry's widest line of at-home karaoke entertainment products, which allow consumers to find a 
machine that suits their needs and skill level. As the most recognized brand in karaoke, Singing 
Machine products incorporate the latest technology for singing practice, music listening, 
entertainment and social sharing. The Singing Machine provides consumers the best warranties in the 
industry and access to over 13,000 songs for streaming and download.  Singing Machine products are 
sold through most major retailers in North America and also internationally. See 
www.singingmachine.com for more details.  
 

Investor Relations Contact: 
Brendan Hopkins 
(407) 645-5295 
investors@singingmachine.com 
www.singingmachine.com 
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Forward-Looking Statements 

This press release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.  Such 
forward-looking statements are based on current expectations, estimates and projections about the Company's business based, in part, on 
assumptions made by management and include, but are not limited to statements about our financial statements for the fiscal year ended March 
31, 2020.  You should review our risk factors in our SEC filings which are incorporated herein by reference.  Such forward-looking statements 
speak only as of the date on which they are made and the company does not undertake any obligation to update any forward-looking statement 
to reflect events or circumstances after the date of this release. 

  



ITEM 1.  FINANCIAL STATEMENTS

December 31, 2020 March 31, 2020

(Unaudited)

Current Assets

Cash 823,373$                  345,200$         

 Accounts receivable, net of allowances of $281,501 and $337,461 respectively 8,972,049                 1,860,500        

Due from banks 3,560,812                 2,388,438        

Accounts receivable related party - Winglight Pacific, Ltd -                           100,000           

Insurance claim receivable -                           1,268,463        

 Inventories, net 5,336,912                 7,601,277        

 Prepaid expenses and other current assets 141,168                    252,473           

 Deferred financing costs 33,791                     3,333               

           Total Current Assets 18,868,105               13,819,684       

Property and equipment, net 655,839                    771,349           

Deferred tax assets 413,335                    1,285,721        

Operating Leases - right of use assets 2,269,108                 573,874           

Other non-current assets 97,797                     150,509           

          Total Assets 22,304,184$             16,601,137$     

Current Liabilities

Accounts payable 3,961,840$               5,041,610$       

Accrued expenses 2,108,900                 1,529,168        

Due to related party - Starlight Consumer Electronics Co., Ltd. 14,400                     14,400             

Due to related party - Starlight Electronics Co., Ltd -                           372,300           

Due to related party - Starlight R&D, Ltd. 115,016                    115,016           

Revolving line of credit - Iron Horse Credit 64,915                     -                  

Refunds due to customers 101,731                    806,475           

Reserve for sales returns 2,966,434                 1,224,000        

Current portion of finance leases 6,336                       14,953             

Current portion of installment notes 66,917                     63,098             

Current portion of note payable - Paycheck Protection Program 296,649                    -                  

Current portion of operating lease liabilities 779,905                    321,389           

Current portion of subordinated related party debt - Starlight Marketing Development, Ltd. 750,000                    -                  

        Total Current Liabilities 11,233,043               9,502,409        

Finance leases, net of current portion -                           2,550               

Installment notes, net of current portion 230,572                    283,193           

Note payable - Payroll Protection Program, net of current portion 147,251                    -                  

Operating lease liabilities, net of current portion 1,540,226                 322,263           

Subordinated related party debt - Starlight Marketing Development, Ltd., 52,659                     802,659           

          Total Liabilities 13,203,751               10,913,074       

Commitments and Contingencies

Shareholders' Equity 

 Preferred stock, $1.00 par value; 1,000,000 shares authorized; no    

   shares issued and outstanding -                           -                  

 Common stock, Class A, $0.01 par value;  100,000 shares  

   authorized; no shares issued and outstanding -                           -                  

 Common stock, Class B, $0.01 par value;  100,000,000 shares authorized;    

 39,040,748 and 38,557,643 shares issued and outstanding, respectively 390,407                    385,576           

 Additional paid-in capital 19,768,217               19,729,043       

Accumulated deficit (11,058,191)              (14,426,556)      
        Total Shareholders' Equity 9,100,433                 5,688,063        

        Total Liabilities and Shareholders' Equity 22,304,184$             16,601,137$     

PART I.  FINANCIAL INFORMATION

The Singing Machine Company, Inc. and Subsidiaries
CONDENSED CONSOLIDATED BALANCE SHEETS 

Assets

Liabilities and Shareholders' Equity 

 
 

 

 



December 31, 2020 December 31, 2019 December 31, 2020 December 31, 2019

(restated) (restated)

Net Sales 16,972,603$        13,857,576$        42,309,825$       37,552,329$        

Cost of Goods Sold 11,998,640          11,486,520          30,550,406         29,747,376          

Gross Profit 4,973,963            2,371,056            11,759,419         7,804,953            

Operating Expenses

Selling expenses 1,490,560            1,740,777            3,264,364           3,692,070            

General and administrative expenses 1,925,233            1,442,192            5,130,396           5,048,517            

Depreciation 65,465                77,161                204,353             196,210               

Total Operating Expenses 3,481,258            3,260,130            8,599,113           8,936,797            

Income (Loss) from Operations 1,492,705            (889,074)              3,160,306           (1,131,844)           

Other Income (Expenses)

Gain from damaged goods insurance claim -                      -                      1,067,829           -                      

Gain from extinguishment of accounts payable -                      -                      390,000             -                      

Gain - related party 187,988               -                      187,988             -                      

Interest expense (231,034)              (105,583)              (388,355)            (156,097)              

 Finance costs (18,432)               (3,334)                 (43,268)              (10,000)               

Total Other Income (Expenses), net (61,478)               (108,917)              1,214,194           (166,097)              

Income (Loss) Before Income Tax (Provision) Benefit 1,431,227            (997,991)              4,374,500           (1,297,941)           

Income Tax (Provision) Benefit (263,932)              240,042               (1,006,135)          294,633               

Net Income (Loss) 1,167,295$          (757,949)$            3,368,365$         (1,003,308)$         

Net Income (Loss) per Common Share

Basic  and Diluted 0.03$                  (0.02)$                 0.09$                 (0.03)$                 

Diluted 0.03$                  (0.02)$                 0.09$                 (0.03)$                 

Weighted Average Common and Common 

Equivalent Shares:

Basic 38,885,185          38,557,643          38,667,221         38,524,698          

Diluted 39,156,481          38,557,643          39,041,074         38,524,698          

See notes to the condensed consolidated financial statements

For the Nine Months Ended

The Singing Machine Company, Inc. and Subsidiaries

  CONDENSED CONSOLIDATED INCOME STATEMENTS

(Unaudited)

For the Three Months Ended

 
  



December 31, 2020 December 31, 2019

 

Cash flows from operating activities  

Net Income (loss) $ 3,368,365            $ (1,003,308)           

Depreciation 204,353               196,210               

Amortization of deferred financing costs 43,268                9,999                  

Change in inventory reserve 482,926               150,000               

Change in allowance for bad debts (55,960)               133,024               

Stock based compensation 17,605                27,506                

Gain - related party (187,988)              

Change in net deferred tax assets 872,386               (294,633)              

Gain from extinguishment of accounts payable 390,000               -                      

Changes in operating assets and liabilities:

Accounts receivable (7,055,589)           (6,125,452)           

Due from banks (1,172,374)           (211,089)              

Accounts receivable - related parties 100,000               (895,217)              

Insurance receivable 1,268,463            (1,286,158)           

Inventories 1,781,439            (2,228,603)           

Prepaid expenses and other current assets 111,305               134,598               

Other non-current assets 52,712                67,023                

Accounts payable (1,469,770)           5,742,186            

Accrued expenses 579,732               1,780,393            

Due to related parties (184,312)              399,672               

Refunds due to customers (704,744)              479,758               

Reserve for sales returns 1,742,434            3,650,163            

Operating lease liabilities, net of operating leases - right of use assets (18,755)               (41,797)               

Net cash provided by operating activities 165,496               684,275               

Cash flows from investing activities

Purchase of property and equipment (88,843)               (517,546)              

Net cash used in investing activities (88,843)               (517,546)              

Cash flows from financing activities

Net proceeds from revolving lines of credit 64,915                -                      

Proceeds from note payable - Payroll Protection Program 443,900               -                      

Payment of bank term note -                      (125,000)              

Payment of deferred financing charges (73,726)               -                      

Proceeds from installment notes -                      283,840               

Payments on installment notes (48,802)               (7,304)                 

Proceeds from subscription receivable -                      2,200                  

Proceeds from exercise of stock options 26,400                10,200                

Payment on subordinated debt - related party -                      (12,708)               

Payments on finance leases (11,167)               (10,757)               

Net cash provided by financing activities 401,520               140,471               

Net change in cash 478,173               307,200               

Cash at beginning of period 345,200               211,408               

$ 823,373               $ 518,608               

Supplemental disclosures of cash flow information:

Cash paid for interest $ 429,264               $ 167,954               

Operating leases - right of use assets initial adoption $ -                      $ 1,108,330            

Operating lease liabilities - initial adoption $ -                      $ 1,234,368            

Operating leases - right of use assets and lease liabilities at inception of lease $ 2,184,105            $ -                      

The Singing Machine Company, Inc. and Subsidiaries

 CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Nine Months Ended

Adjustments to reconcile net income (loss) to net cash provided by operating activities:

Cash at end of period

(Unaudited)

 


