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PART 1
FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited).

Quaker Chemical Corporation
Condensed Consolidated Statements of Operations
(Dollars in thousands, except per share data)

Unaudited
Three Months Ended March 31,
2021 2020
Net sales $ 429,783 % 378,561
Cost of goods sold (excluding amortization expense - See Note 14) 273,589 244,710
Gross profit 156,194 133,851
Selling, general and administrative expenses 104,310 98,701
Indefinite-lived intangible asset impairment — 38,000
Restructuring and related charges 1,175 1,716
Combination, integration and other acquisition-related expenses 5,815 7,878
Operating income (loss) 44,894 (12,444)
Other income (expense), net 4,687 (21,175)
Interest expense, net (5,470) (8,461)
Income (loss) before taxes and equity in net income of associated companies 44,111 (42,080)
Taxes on income (loss) before equity in net income of associated companies 10,689 (13,070)
Income (loss) before equity in net income of associated companies 33,422 (29,010)
Equity in net income of associated companies 5,210 666
Net income (loss) 38,632 (28,344)
Less: Net income attributable to noncontrolling interest 17 37
Net income (loss) attributable to Quaker Chemical Corporation $ 38,615 $ (28,381)
Earnings per common share data:
Net income (loss) attributable to Quaker Chemical Corporation common
shareholders — basic $ 216 $ (1.60)
Net income (loss) attributable to Quaker Chemical Corporation common
shareholders — diluted $ 215 $ (1.60)
Dividends declared $ 0395 $ 0.385

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



Quaker Chemical Corporation

Condensed Consolidated Statements of Comprehensive Income
(Dollars in thousands)

Unaudited
Three Months Ended March 31,
2021 2020

Net income (loss) $ 38,632 $ (28,344)
Other comprehensive (loss) income, net of tax

Currency translation adjustments (25,461) (54,751)

Defined benefit retirement plans 1,292 16,957

Current period change in fair value of derivatives 562 (3,981)

Unrealized loss on available-for-sale securities (3,025) (1,711)

Other comprehensive loss (26,632) (43,486)

Comprehensive income (loss) 12,000 (71,830)

Less: Comprehensive (income) loss attributable to noncontrolling interest (15) 95

Comprehensive income (loss) attributable to Quaker Chemical Corporation $ 11,985 $ (71,735)

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



Quaker Chemical Corporation

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

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable, net
Inventories
Raw materials and supplies
Work-in-process and finished goods
Prepaid expenses and other current assets
Total current assets
Property, plant and equipment, at cost
Less accumulated depreciation
Property, plant and equipment, net
Right of use lease assets
Goodwill
Other intangible assets, net
Investments in associated companies
Deferred tax assets
Other non-current assets
Total assets

LIABILITIES AND EQUITY
Current liabilities
Short-term borrowings and current portion of long-term debt
Accounts and other payables
Accrued compensation
Accrued restructuring
Other current liabilities
Total current liabilities
Long-term debt
Long-term lease liabilities
Deferred tax liabilities
Other non-current liabilities
Total liabilities
Commitments and contingencies (Note 19)
Equity

Common stock, $1 par value; authorized 30,000,000 shares; issued and
outstanding 2021 — 17,875,076 shares; 2020 — 17,850,616 shares

Capital in excess of par value
Retained earnings
Accumulated other comprehensive loss
Total Quaker shareholders’ equity
Noncontrolling interest
Total equity
Total liabilities and equity

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

Unaudited
March 31, December 31,
2021 2020
163,455 181,833
411,523 372,974
97,631 86,148
110,147 101,616
48,285 50,156
831,041 792,727
416,514 423,253
(220,724) (219,370)
195,790 203,883
38,027 38,507
627,574 631,212
1,075,343 1,081,358
96,213 95,785
17,057 16,566
31,906 31,796
2,912,951 2,891,834
43,330 38,967
214,015 198,872
29,091 43,300
5,970 8,248
104,029 93,573
396,435 382,960
859,433 849,068
27,050 27,070
186,031 192,763
114,549 119,059
1,583,498 1,570,920
17,875 17,851
908,748 905,171
455,493 423,940
(53,228) (26,598)
1,328,888 1,320,364
565 550
1,329,453 1,320,914
2,912,951 2,891,834




Quaker Chemical Corporation

Condensed Consolidated Statements of Cash Flows
(Dollars in thousands)

Unaudited
Three Months Ended March 31,
2021 2020
Cash flows from operating activities
Net income (loss) $ 38,632 $ (28,344)
Adjustments to reconcile net income (loss) to net cash (used in) provided by operating
activities:
Amortization of debt issuance costs 1,187 1,187
Depreciation and amortization 22,145 21,197
Equity in undistributed earnings of associated companies, net of dividends (5,105) 4,285
Acquisition-related fair value adjustments related to inventory 801 —
Deferred compensation, deferred taxes and other, net (9,888) (22,988)
Share-based compensation 3,779 4,682
Gain on disposal of property, plant, equipment and other assets (5,410) )
Insurance settlement realized — (229)
Indefinite-lived intangible asset impairment — 38,000
Combination and other acquisition-related expenses, net of payments (2,884) (519)
Restructuring and related charges 1,175 1,716
Pension and other postretirement benefits (1,034) 22,453
(Decrease) increase in cash from changes in current assets and current
liabilities, net of acquisitions:
Accounts receivable (46,270) 2,322
Inventories (24,994) (10,162)
Prepaid expenses and other current assets (8,315) (3,263)
Change in restructuring liabilities (3,034) (4,841)
Accounts payable and accrued liabilities 26,597 (5,275)
Net cash (used in) provided by operating activities (12,618) 20,219
Cash flows from investing activities
Investments in property, plant and equipment (3,934) (4,892)
Payments related to acquisitions, net of cash acquired (26,655) (3,160)
Proceeds from disposition of assets 14,744 —
Insurance settlement interest earned — 31
Net cash used in investing activities (15,845) (8,021)
Cash flows from financing activities
Payments of long-term debt (9,551) (9,371)
Borrowings on revolving credit facilities, net 30,000 205,500
Repayments on other debt, net (188) (185)
Dividends paid (7,052) (6,828)
Stock options exercised, other (178) (696)
Purchase of noncontrolling interest in affiliates — (1,047)
Distributions to noncontrolling affiliate shareholders — (751)
Net cash provided by financing activities 13,031 186,622
Effect of foreign exchange rate changes on cash (3,008) (6,424)
Net (decrease) increase in cash, cash equivalents and restricted cash (18,440) 192,396
Cash, cash equivalents and restricted cash at the beginning of the period 181,895 143,555
Cash, cash equivalents and restricted cash at the end of the period $ 163,455 $ 335,951

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



Quaker Chemical Corporation
Notes to Condensed Consolidated Financial Statements
(Dollars in thousands, except per share amounts, unless otherwise stated)
(Unaudited)

Note 1 — Basis of Presentation and Description of Business
Basis of Presentation

As used in these Notes to Condensed Consolidated Financial Statements, the terms “Quaker”, “Quaker Houghton”, the
“Company”, “we”, and “our” refer to Quaker Chemical Corporation (doing business as Quaker Houghton), its subsidiaries, and
associated companies, unless the context otherwise requires. As used in these Notes to Condensed Consolidated Financial Statements,
the term Legacy Quaker refers to the Company prior to the closing of its combination with Houghton International, Inc. (“Houghton”)
(herein referred to as the “Combination”). The condensed consolidated financial statements included herein are unaudited and have
been prepared in accordance with generally accepted accounting principles in the United States (“U.S. GAAP”) for interim financial
reporting and the United States Securities and Exchange Commission (“SEC”) regulations. Certain information and footnote
disclosures normally included in financial statements prepared in accordance with U.S. GAAP have been condensed or omitted
pursuant to such rules and regulations. In the opinion of management, the financial statements reflect all adjustments which are
necessary for a fair statement of the financial position, results of operations and cash flows for the interim periods. The results for the
three months ended March 31, 2021 are not necessarily indicative of the results to be expected for the full year. These financial
statements should be read in conjunction with the Company’s Annual Report filed on Form 10-K for the year ended December 31,
2020 (the “2020 Form 10-K”).

Description of Business

The Company was organized in 1918, incorporated as a Pennsylvania business corporation in 1930, and in August 2019
completed the Combination with Houghton to form Quaker Houghton. Quaker Houghton is a global leader in industrial process
fluids. With a presence around the world, including operations in over 25 countries, the Company’s customers include thousands of
the world’s most advanced and specialized steel, aluminum, automotive, aerospace, offshore, can, mining, and metalworking
companies. Quaker Houghton develops, produces, and markets a broad range of formulated chemical specialty products and offers
chemical management services (which the Company refers to as “Fluidcare”) for various heavy industrial and manufacturing
applications throughout its four segments: Americas; Europe, Middle East and Africa (“EMEA”); Asia/Pacific; and Global Specialty
Businesses.

Hyper-inflationary economies

Based on various indices or index compilations being used to monitor inflation in Argentina as well as economic instability,
effective July 1, 2018, Argentina’s economy was considered hyper-inflationary under U.S. GAAP. As a result, the Company began
applying hyper-inflationary accounting with respect to the Company's wholly owned Argentine subsidiary beginning July 1, 2018. In
addition, Houghton has an Argentina subsidiary to which hyper-inflationary accounting also is applied. As of, and for the three
months ended March 31, 2021, the Company's Argentine subsidiaries represented less than 1% of the Company’s consolidated total
assets and net sales, respectively. During the three months ended March 31, 2021 and 2020, the Company recorded $0.2 million and
$0.1 million, respectively, of remeasurement losses associated with the applicable currency conversions related to Argentina. These
losses were recorded within foreign exchange (losses) gains, net, which is a component of other income (expense), net, in the
Company’s Condensed Consolidated Statements of Operations.

COVID-19

Management continues to monitor the impact that the COVID-19 pandemic is having on the Company, the overall specialty
chemical industry, and the economies and markets in which the Company operates. The full extent of the COVID-19 pandemic
related business and travel restrictions and changes to business and consumer behavior intended to reduce its spread are uncertain as of
the date of this Quarterly Report on Form 10-Q for the period ended March 31, 2021 (the “Report”) as COVID-19 and the responses
of governmental authorities continue to evolve globally.

Further, management continues to evaluate how COVID-19-related circumstances, such as remote work arrangements, affect
financial reporting processes, internal control over financial reporting, and disclosure controls and procedures. While the
circumstances have presented and are expected to continue to present challenges, at this time, Management does not believe that
COVID-19 has had a material impact on financial reporting processes, internal control over financial reporting, and disclosure
controls and procedures.

The Company cannot reasonably estimate the magnitude of the effects these conditions will have on the Company’s operations in
the future as they are subject to significant uncertainties relating to the ultimate geographic spread of the virus, the incidence and
severity of the symptoms, the duration or resurgence of the outbreak, the global availability and acceptance of vaccines as well as their
efficacy, the length of the travel restrictions and business closures imposed by governments of impacted countries, and the economic
response by governments of impacted countries.

To the extent that the Company’s customers and suppliers continue to be significantly and adversely impacted by COVID-19, this
could reduce the availability, or result in delays, of materials or supplies to or from the Company, which in turn could significantly
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Quaker Chemical Corporation
Notes to Condensed Consolidated Financial Statements - Continued
(Dollars in thousands, except per share amounts, unless otherwise stated)
(Unaudited)

interrupt the Company’s business operations. Such impacts could grow and become more significant to the Company’s operations
and the Company’s liquidity or financial position. Therefore, given the speed and frequency of continuously evolving developments
with respect to this pandemic, the Company cannot reasonably estimate the magnitude or the full extent to which COVID-19 may
impact the Company’s results of operations, liquidity or financial position.

Note 2 — Business Acquisitions
2021 Acquisitions

In February 2021, the Company acquired a tin-plating solutions business for the steel end market for approximately $ 25 million.
The Company allocated $19.6 million of the purchase price to intangible assets, comprised of $18.3 million of customer relationships,
to be amortized over 19 years; $0.9 million of existing product technology to be amortized over 14 years; and $0.4 million of a
licensed trademark to be amortized over 3 years. In addition, the Company recorded $5.0 million of goodwill related to expected
value not allocated to other acquired assets, all of which is expected to be tax deductible. As of March 31, 2021, the allocation of the
purchase price has not been finalized and the one-year measurement period has not ended. Further adjustments may be necessary as a
result of the Company’s on-going assessment of additional information related to the fair value of assets acquired and liabilities
assumed.

Additionally, in February 2021, the Company acquired a 38% ownership interest in Grindaix-GmbH (“Grindaix”), a privately
held, German-based, high-tech provider of coolant control and delivery systems for approximately 1.4 million EUR or approximately
$1.7 million. Grindaix's solutions apply to a wide range of machining processes, including grinding applications in the metalworking
sector. The Company recorded the investment in Grindaix as an equity method investment within the Condensed Consolidated
Financial Statements.

The results of operations of the acquired businesses subsequent to the respective acquisition dates are included in the Condensed
Consolidated Statements of Operations as of March 31, 2021. Transaction expenses associated with these acquisitions are included in
Combination, integration and other acquisition-related expenses in the Company’s Condensed Consolidated Statements of Operations.
Certain pro forma and other information is not presented, as the operations of the acquired businesses are not considered material to
the overall operations of the Company for the periods presented.

Previous Acquisitions

In December 2020, the Company completed its acquisition of Coral Chemical Company (“Coral”), a privately held, U.S.-based
provider of metal finishing fluid solutions. The acquisition provides technical expertise and product solutions for pre-treatment,
metalworking and wastewater treatment applications to the beverage cans and general industrial end markets. The original purchase
price was approximately $54.1 million, subject to routine and customary post-closing adjustments related to working capital and net
indebtedness levels. The Company anticipates finalizing its post-closing adjustments for the Coral acquisition in the second quarter of
2021 and currently estimates it will receive approximately $0.4 million to settle such adjustments.

The following table presents the preliminary estimated fair values of Coral net assets acquired:

Measurement December 22,

December 22, Period 2020
2020 (1) Adjustments (as adjusted)
Cash and cash equivalents $ 958 $ — 958
Accounts receivable 8,473 — 8,473
Inventories 4,527 — 4,527
Prepaid expenses and other assets 181 — 181
Property, plant and equipment 10,467 652 11,119
Intangible assets 30,300 (500) 29,800
Goodwill 2,814 53 2,867
Total assets purchased 57,720 205 57,925
Long-term debt including current portions and finance leases 183 556 739
Accounts payable, accrued expenses and other accrued liabilities 3,482 — 3,482
Total liabilities assumed 3,665 556 4,221
Total consideration paid for Coral 54,055 (351) 53,704
Less: estimated purchase price settlement — (351) (351)
Less: cash acquired 958 — 958
Net cash paid for Coral $ 53,097 $ — 3 53,097

(1) As previously disclosed in the Company’s 2020 Form 10-K.
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Quaker Chemical Corporation
Notes to Condensed Consolidated Financial Statements - Continued
(Dollars in thousands, except per share amounts, unless otherwise stated)
(Unaudited)

Measurement period adjustments recorded during the first quarter of 2021 include certain adjustments related to refining original
estimates for assets and liabilities for certain acquired finance leases, as well the adjustment to reflect the expected settlement of post-
closing working capital and net indebtedness true ups to the original purchase price. As of March 31, 2021, the allocation of the
purchase price for Coral has not been finalized and the one-year measurement period has not ended. Further adjustments may be
necessary as a result of the Company’s on-going assessment of additional information related to the fair value of assets acquired and
liabilities assumed.

In May 2020, the Company acquired Tel Nordic ApS (“TEL”), a company that specializes in lubricants and engineering primarily
in high pressure aluminum die casting for its Europe, Middle East and Africa (“EMEA”) reportable segment. Consideration paid was
in the form of a convertible promissory note in the amount of 20.0 million DKK, or approximately $2.9 million, which was
subsequently converted into shares of the Company’s common stock. An adjustment to the purchase price of approximately 0.4
million DKK, or less than $0.1 million, was made as a result of finalizing a post-closing settlement in the second quarter of 2020. The
Company allocated approximately $2.4 million of the purchase price to intangible assets to be amortized over 17 years. In addition,
the Company recorded approximately $0.5 million of goodwill, related to expected value not allocated to other acquired assets, none
of which will be tax deductible. As of March 31, 2021, the allocation of the purchase price of TEL has not been finalized and the one-

measurement period has not ended. Further adjustments may be necessary as a result of the Company’s on-going assessment of
additional information related to the fair value of assets acquired and liabilities assumed.

In March 2020, the Company acquired the remaining 49% ownership interest in one of its South African affiliates, Quaker
Chemical South Africa Limited (“QSA”) for 16.7 million ZAR, or approximately $1.0 million, from its joint venture partner PQ
Holdings South Africa. QSA is a part of the Company’s Europe, Middle East and Africa (“EMEA”) reportable segment. As this
acquisition was a change in an existing controlling ownership, the Company recorded $0.7 million of excess purchase price over the
carrying value of the non-controlling interest in Capital in excess of par value.

In October 2019, the Company completed its acquisition of the operating divisions of Norman Hay plc (“Norman Hay”), a private
U.K. company that provides specialty chemicals, operating equipment, and services to industrial end markets. The acquisition adds
new technologies in automotive, original equipment manufacturer, and aerospace, as well as engineering expertise which is expected
to strengthen the Company’s existing equipment solutions platform. The original purchase price was 80.0 million GBP, on a cash-free
and debt-free basis, subject to routine and customary post-closing adjustments related to working capital and net indebtedness levels.
The Company finalized its post-closing adjustments for the Norman Hay acquisition and paid approximately 2.5 million GBP during
the first quarter of 2020 to settle such adjustments.

Note 3 — Recently Issued Accounting Standards

Recently Issued Accounting Standards Adopted

The Financial Accounting Standards Board (“FASB”) issued Account Standards Update (“ASU”) ASU 2019-12, Income Taxes
(Topic 740): Simplifying the Accounting for Income Taxes in December 2019 to simplify the accounting for income taxes. The
guidance within this accounting standard update removes certain exceptions, including the exception to the incremental approach for
certain intra-period tax allocations, to the requirement to recognize or not recognize certain deferred tax liabilities for equity method
investments and foreign subsidiaries, and to the general methodology for calculating income taxes in an interim period when a year-to-
date loss exceeds the anticipated loss for the year. Further, the guidance simplifies the accounting related to franchise taxes, the step
up in tax basis for goodwill, current and deferred tax expense, and codification improvements for income taxes related to employee
stock ownership plans. The guidance is effective for annual and interim periods beginning after December 15, 2020. The Company
adopted this standard on a prospective basis, effective January 1, 2021. There was no cumulative effect of adoption recorded within
retained earnings on January 1, 2021.

The FASB issued ASU 2020-04, Reference Rate Reform (To pic 848): Facilitation of the Effects of Reference Rate Reform on
Financial Reporting in March 2020. The FASB subsequently issued ASU 2021-01, Reference Rate Reform (Topic 848): Scope in
January 2021 which clarified the guidance but did not materially change the guidance or its applicability to the Company. The
amendments provide temporary optional expedients and exceptions for applying U.S. GAAP to contract modifications, hedging
relationships and other transactions to ease the potential accounting and financial reporting burden associated with transitioning away
from reference rates that are expected to be discontinued, including the London Interbank Offered Rate (“LIBOR”). ASU 2020-04 is
effective for the Company as of March 12, 2020 and generally can be applied through December 31, 2022. As of March 31, 2021, the
expedients provided in ASU 2020-04 do not presently impact the Company; however, the Company will continue to monitor for
potential impacts on its consolidated financial statements.



Quaker Chemical Corporation
Notes to Condensed Consolidated Financial Statements - Continued
(Dollars in thousands, except per share amounts, unless otherwise stated)
(Unaudited)

Note 4 — Business Segments

The Company’s operating segments, which are consistent with its reportable segments, reflect the structure of the Company’s
internal organization, the method by which the Company’s resources are allocated and the manner by which the chief operating
decision maker assesses the Company’s performance. The Company has four reportable segments: (i) Americas; (ii) EMEA; (iii)
Asia/Pacific; and (iv) Global Specialty Businesses. The three geographic segments are composed of the net sales and operations in
each respective region, excluding net sales and operations managed globally by the Global Specialty Businesses segment, which
includes the Company’s container, metal finishing, mining, offshore, specialty coatings, specialty grease and Norman Hay businesses.

Segment operating earnings for each of the Company’s reportable segments are comprised of the segment’s net sales less directly
related cost of goods sold (“COGS”) and selling, general and administrative expenses (“SG&A”). Operating expenses not directly
attributable to the net sales of each respective segment, such as certain corporate and administrative costs, Combination, integration
and other acquisition-related expenses, and Restructuring and related charges, are not included in segment operating earnings. Other
items not specifically identified with the Company’s reportable segments include interest expense, net and other income (expense),
net.

The following table presents information about the performance of the Company’s reportable operating segments for the three
months ended March 31, 2021 and 2020:

Three Months Ended
March 31,
2021 2020

Net sales

Americas $ 134,871 $ 129,896

EMEA 119,814 104,839

Asia/Pacific 96,706 73,552

Global Specialty Businesses 78,392 70,274
Total net sales $ 429,783 $ 378,561
Segment operating earnings

Americas $ 32,234 $ 29,188

EMEA 25,244 18,359

Asia/Pacific 27,478 19,541

Global Specialty Businesses 24,169 20,560
Total segment operating earnings 109,125 87,648
Combination, integration and other acquisition-related expenses (5,815) (7,878)
Restructuring and related charges (1,175) (1,716)
Fair value step up of acquired inventory sold (801) —
Indefinite-lived intangible asset impairment — (38,000)
Non-operating and administrative expenses (40,992) (38,451)
Depreciation of corporate assets and amortization (15,448) (14,047)
Operating income (loss) 44,894 (12,444)
Other income (expense), net 4,687 (21,175)
Interest expense, net (5,470) (8,461)
Income (loss) before taxes and equity in net income of associated companies $ 44,111 $ (42,080)

Inter-segment revenues for the three months ended March 31, 2021 and 2020 were $3.3 million and $2.9 million for Americas,
$8.8 million and $5.5 million for EMEA, $0.1 million and $0.1 million for Asia/Pacific and $2.0 million and $1.3 million for Global
Specialty Businesses, respectively. However, all inter-segment transactions have been eliminated from each reportable operating
segment’s net sales and earnings for all periods presented in the above tables.



Quaker Chemical Corporation
Notes to Condensed Consolidated Financial Statements - Continued
(Dollars in thousands, except per share amounts, unless otherwise stated)
(Unaudited)

Note 5 — Net Sales and Revenue Recognition

Business Description

The Company develops, produces, and markets a broad range of formulated chemical specialty products and offers chemical
management services (“Fluidcare”) for various heavy industrial and manufacturing applications throughout its four segments. A
significant portion of the Company’s revenues are realized from the sale of process fluids and services made directly to manufacturers
through its own employees and its Fluidcare programs, with the balance being handled through distributors and agents.

As part of the Company’s Fluidcare business, certain third-party product sales to customers are managed by the Company. Where
the Company acts as a principal, revenues are recognized on a gross reporting basis at the selling price negotiated with its customers.
Where the Company acts as an agent, revenue is recognized on a net reporting basis at the amount of the administrative fee earned by
the Company for ordering the goods. The Company transferred third-party products under arrangements recognized on a net reporting
basis of $17.8 million and $12.5 million for the three months ended March 31, 2021 and 2020, respectively.

As previously disclosed in the Company’s 2020 Form 10-K, during 2020, the Company’s five largest customers (each composed
of multiple subsidiaries or divisions with semiautonomous purchasing authority) accounted for approximately 10% of consolidated net
sales, with its largest customer accounting for approximately 3% of consolidated net sales.

Revenue Recognition Model

The Company applies the five-step model in the FASB’s guidance, which requires the Company to: (i) identify the contract with a
customer; (ii) identify the performance obligations in the contract; (iii) determine the transaction price; (iv) allocate the transaction
price to the performance obligations in the contract; and (v) recognize revenue when, or as, the Company satisfies a performance
obligation. Refer to the Company’s 2020 Form 10-K for additional information on the Company’s revenue recognition policies,
including its practical expedients and accounting policy elections.

Allowance for Doubtful Accounts

As previously disclosed in the Company’s 2020 Form 10-K, during 2020, the Company adopted, as required, an accounting
standard update related to the accounting and disclosure of credit losses effective January 1, 2020. The Company recognizes an
allowance for credit losses, which represents the portion of its trade accounts receivable that the Company does not expect to collect
over the contractual life, considering past events and reasonable and supportable forecasts of future economic conditions. The
Company’s allowance for credit losses on its trade accounts receivables is based on specific collectability facts and circumstances for
each outstanding receivable and customer, the aging of outstanding receivables, and the associated collection risk the Company
estimates for certain past due aging categories, and also, the general risk to all outstanding accounts receivable based on historical
amounts determined to be uncollectible. The Company does not have any off-balance-sheet credit exposure related to its customers.

Contract Assets and Liabilities

The Company recognizes a contract asset or receivable on its Condensed Consolidated Balance Sheet when the Company
performs a service or transfers a good in advance of receiving consideration. A receivable is the Company’s right to consideration that
is unconditional and only the passage of time is required before payment of that consideration is due. A contract asset is the
Company’s right to consideration in exchange for goods or services that the Company has transferred to a customer. The Company
had no material contract assets recorded on its Condensed Consolidated Balance Sheets as of March 31, 2021 or December 31, 2020.

A contract liability is recognized when the Company receives consideration, or if it has the unconditional right to receive
consideration, in advance of performance. A contract liability is the Company’s obligation to transfer goods or services to a customer
for which the Company has received consideration, or a specified amount of consideration is due, from the customer. The Company’s
contract liabilities primarily represent deferred revenue recorded for customer payments received by the Company prior to the
Company satisfying the associated performance obligation. Deferred revenues are presented within other current liabilities in the
Company’s Condensed Consolidated Balance Sheets. The Company had approximately $6.3 million and $4.0 million of deferred
revenue as of March 31, 2021 and December 31, 2020, respectively. For three months ended March 31, 2021, the Company satisfied
all of the associated performance obligations and recognized into revenue the advance payments received and recorded as of
December 31, 2020.
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Disaggregated Revenue

The following tables disaggregate the Company’s net sales by segment, geographic region, customer industry, and timing of
revenue recognized for the three months ended March 31, 2021 and 2020.

Three Months Ended March 31, 2021

Consolidated
Americas EMEA Asia/Pacific Total
Customer Industries
Metals $ 46,793 $ 34,274 $ 49,743 $ 130,810
Metalworking and other 88,078 85,540 46,963 220,581
134,871 119,814 96,706 351,391
Global Specialty Businesses 45,256 20,272 12,864 78,392
$ 180,127 $ 140,086 $ 109,570 $ 429,783
Timing of Revenue Recognized
Product sales at a point in time $ 171,594 $ 131,162  $ 106,399 $ 409,155
Services transferred over time 8,533 8,924 3,171 20,628
$ 180,127 $ 140,086 $ 109,570 $ 429,783
Three Months Ended March 31, 2020
Consolidated
Americas EMEA Asia/Pacific Total
Customer Industries
Metals $ 46,673 $ 29,888 $ 41,589 $ 118,150
Metalworking and other 83,223 74,951 31,963 190,137
129,896 104,839 73,552 308,287
Global Specialty Businesses 44,231 16,605 9,438 70,274
$ 174,127 % 121,444  $ 82,990 $ 378,561
Timing of Revenue Recognized
Product sales at a point in time $ 168,802 $ 118,423  $ 81,156 $ 368,381
Services transferred over time 5,325 3,021 1,834 10,180
$ 174,127 % 121,444  $ 82,990 $ 378,561

Note 6 - Leases

The Company determines if an arrangement is a lease at its inception. This determination generally depends on whether the
arrangement conveys the right to control the use of an identified fixed asset explicitly or implicitly for a period of time in exchange for
consideration. Control of an underlying asset is conveyed if the Company obtains the rights to direct the use of, and obtains
substantially all of the economic benefits from the use of, the underlying asset. Lease expense for variable leases and short-term
leases is recognized when the obligation is incurred.

The Company has operating leases for certain facilities, vehicles and machinery and equipment with remaining lease terms up to
10 years. In addition, the Company has certain land use leases with remaining lease terms up to 94 years. The lease term for all of the
Company’s leases includes the non-cancellable period of the lease plus any additional periods covered by an option to extend the lease
that the Company is reasonably certain it will exercise. Operating leases are included in right of use lease assets, other current
liabilities and long-term lease liabilities on the Condensed Consolidated Balance Sheet. Right of use lease assets and liabilities are
recognized at each lease’s commencement date based on the present value of its lease payments over its respective lease term. The
Company uses the stated borrowing rate for a lease when readily determinable. When a stated borrowing rate is not available in a
lease agreement, the Company uses its incremental borrowing rate based on information available at the lease’s commencement date
to determine the present value of its lease payments. In determining the incremental borrowing rate used to present value each of its
leases, the Company considers certain information including fully secured borrowing rates readily available to the Company and its
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subsidiaries. The Company has immaterial finance leases, which are included in property, plant and equipment, current portion of
long-term debt and long-term debt on the Condensed Consolidated Balance Sheet.

Operating lease expense is recognized on a straight-line basis over the lease term. Operating lease expense for the three months
ended March 31, 2021 and 2020 was $3.6 million and $3.4 million, respectively. Short-term lease expense was $0.3 million and $0.5
million for the three months ended March 31, 2021 and 2020, respectively. The Company has no material variable lease costs or
sublease income for the three months ended March 31, 2021 and 2020. Cash paid for operating leases was $3.6 million and $3.4
million during the three months ended March 31, 2021 and 2020, respectively. The Company recorded new right of use lease assets
and associated lease liabilities of approximately $3.1 million during the three months ended March 31, 2021.

Supplemental balance sheet information related to the Company’s leases is as follows:

March 31, December 31,

2021 2020
Right of use lease assets $ 38,027 $ 38,507
Other current liabilities 10,419 10,901
Long-term lease liabilities 27,050 27,070
Total operating lease liabilities $ 37,469 $ 37,971
Weighted average remaining lease term (years) 5.9 6.0
Weighted average discount rate 4.26% 4.20%
Maturities of operating lease liabilities as of March 31, 2021 were as follows:
March 31,
2021
For the remainder of 2021 $ 9,269
For the year ended December 31, 2022 9,042
For the year ended December 31, 2023 6,932
For the year ended December 31, 2024 5,194
For the year ended December 31, 2025 4211
For the year ended December 31, 2026 and beyond 8,116
Total lease payments 42,764
Less: imputed interest (5,295)
Present value of lease liabilities $ 37,469

Note 7 — Restructuring and Related Activities

The Company’s management approved a global restructuring plan (the “QH Program”) as part of its plan to realize certain cost
synergies associated with the Combination in the third quarter of 2019. The QH Program includes restructuring and associated
severance costs to reduce total headcount by approximately 400 people globally, as well as plans for the closure of certain
manufacturing and non-manufacturing facilities. The exact timing and total costs associated with the QH Program will depend on a
number of factors and is subject to change; however, the Company currently expects reduction in headcount and site closures to
continue to occur throughout 2021 under the QH Program and estimates that anticipated costs synergies realized from the QH
Program will approximate one-times the restructuring costs incurred. Employee separation benefits will vary depending on local
regulations within certain foreign countries and will include severance and other benefits.

All costs incurred to date relate to severance costs to reduce headcount as well as costs to close certain facilities and are recorded
in Restructuring and related charges in the Company’s Condensed Statements of Operations. As described in Note 4 of Notes to
Condensed Consolidated Financial Statements, restructuring and related charges are not included in the Company’s calculation of
reportable segments’ measure of operating earnings and therefore these costs are not reviewed by or recorded to reportable segments.
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Activity in the Company’s accrual for restructuring under the QH Program for the three months ended March 31, 2021 is as
follows:

QH Program

Accrued restructuring as of December 31, 2020 $ 8,248
Restructuring and related charges 1,175
Cash payments (3,034)
Currency translation adjustments (419)
Accrued restructuring as of March 31, 2021 $ 5,970

Note 8 — Share-Based Compensation

The Company recognized the following share-based compensation expense in its Condensed Consolidated Statements of
Operations for the three months ended March 31, 2021 and 2020:

Three Months Ended
March 31,

2021 2020
Stock options $ 308 $ 432
Non-vested stock awards and restricted stock units 1,396 1,264
Non-elective and elective 401(k) matching contribution in stock 1,553 —
Director stock ownership plan 203 40
Performance stock units 319 —
Annual incentive plan — 2,946
Total share-based compensation expense $ 3,779 $ 4,682

Share-based compensation expense is recorded in SG&A, except for $0.3 million and $0.5 million during the three months ended
March 31, 2021 and 2020, respectively, recorded within Combination, integration and other acquisition-related expenses. The change
in total share-based compensation expense for the three months ended March 31, 2021 includes performance stock units and non-
elective 401(k) matching contributions in stock but excludes annual incentive plan costs as a component of share-based compensation
beginning in 2020, each described further below.

Stock Options

During the first quarter of 2021, the Company granted stock options under its long-term incentive plan (“LTIP ”) that are subject
only to time vesting over a three-year period. For the purposes of determining the fair value of stock option awards, the Company
used a Black-Scholes option pricing model and the assumptions set forth in the table below:

Number of options granted 23,733
Dividend yield 0.85 %
Expected volatility 37.33 %
Risk-free interest rate 0.60 %
Expected term (years) 4.0

The fair value of these options is amortized on a straight-line basis over the vesting period. As of March 31, 2021, unrecognized
compensation expense related to all stock options granted was $2.8 million, to be recognized over a weighted average remaining
period of 2.5 years.

Restricted Stock Awards and Restricted Stock Units

During the first quarter of 2021, the Company granted 12,610 nonvested restricted shares and 2,791 nonvested restricted stock
units under its LTIP, subject to time-based vesting, generally over a three-year period. The fair value of these grants is based on the
trading price of the Company’s common stock on the date of grant. The Company adjusts the grant date fair value of these awards for
expected forfeitures based on historical experience. As of March 31, 2021, unrecognized compensation expense related to the
nonvested restricted shares was $6.3 million, to be recognized over a weighted average remaining period of 2.1 years, and
unrecognized compensation expense related to nonvested restricted stock units was $1.3 million, to be recognized over a weighted
average remaining period of 2.3 years.
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Performance Stock Units

During the first quarter of 2021, the Company granted performance-dependent stock awards (“PSUs”) as a component of its
LTIP, which will be settled in a certain number of shares subject to market-based and time-based vesting conditions. The number of
fully vested shares that may ultimately be issued as settlement for each award may range from 0% up to 200% of the target award,
subject to the achievement of the Company’s total shareholder return (“TSR”) relative to the performance of the Company’s peer
group, the S&P Midcap 400 Materials group. The service period required for the PSUs is three years and the TSR measurement
period for the PSUs is from January 1 of the year of grant through December 31 of the year prior to issuance.

Compensation expense for PSUs is measured based on their grant date fair value and is recognized on a straight-line basis over
the three-year vesting period. The grant-date fair value of the PSUs granted during the first quarter of 2021 was estimated using a
Monte Carlo simulation on the grant date and using the following assumptions: (i) a risk-free rate of 0.29%; (ii) an expected term of
3.0 years; and (iii) a three-year daily historical volatility for each of the companies in the peer group, including Quaker Houghton.

As of March 31, 2021, the Company estimates that it will issue approximately 28,000 fully vested shares as of the applicable
settlement dates of all outstanding PSU awards, based on the conditions of the PSUs and performance to date for each award. As of
March 31, 2021, there was approximately $4.8 million of total unrecognized compensation cost related to PSUs, which the Company
expects to recognize over a weighted-average period of 2.5 years.

Annual Incentive Plan

The Company maintains an Annual Incentive Plan (“AIP”), which may be settled in cash or a certain number of shares subject to
performance-based and time-based vesting conditions. As of March 31, 2020, it was the Company’s intention to settle the 2020 AIP
in shares, and therefore, expense associated with the AIP in 2020 was recorded as a component of share-based compensation expense.
In the fourth quarter of 2020, the Company determined that it would settle the 2020 AIP in cash. Therefore, the share-based
compensation associated with the AIP during the year ended December 31, 2020 was reclassified from a component of share-based
compensation expense to incentive compensation. This determination and conclusion had no impact on the classification of AIP
expense within the Company’s Condensed Consolidated Statement of Operations for the periods as both are a component of SG&A.
As of March 31, 2021, it is the Company’s intention to settle the 2021 AIP in cash.

Defined Contribution Plan

The Company has a 401(k) plan with an employer match covering a majority of its U.S. employees. The Company matches 50%
of the first 6% of compensation that is contributed to the plan, with a maximum matching contribution of 3% of compensation.
Additionally, the plan provides for non-elective nondiscretionary contributions on behalf of participants who have completed one year
of service equal to 3% of the eligible participants’ compensation. Beginning in April 2020 and continuing until April 2021, the
Company matched both non-elective and elective 401(k) contributions in fully vested shares of the Company’s common stock rather
than cash. Total Company contributions were $1.5 million for the three months ended March 31, 2021. There were no similar
matching contributions in stock for the three months ended March 31, 2020.

Note 9 — Pension and Other Postretirement Benefits
The components of net periodic benefit cost for the three months ended March 31, 2021 and 2020 are as follows:

Three Months Ended March 31,

Other

Pension Benefits Postretirement Benefits

2021 2020 2021 2020
Service cost $ 316 $ 1,174 $ 1 $ 2
Interest cost 1,090 1,769 11 26
Expected return on plan assets (2,082) (1,959) — —
Settlement loss — 22,667 — —
Actuarial loss amortization 855 1,047 — 15
Prior service (credit) cost amortization 2 (40) — —
Total net periodic benefit cost $ 181 §$ 24658 $ 12 $ 43

As disclosed in the Company’s 2020 Form 10-K, in the fourth quarter of 2018, the Company began the process of terminating its
legacy Quaker non-contributory U.S. pension plan (“Legacy Quaker U.S. Pension Plan”). During the third quarter of 2019, the
Company received a favorable termination determination letter from the Internal Revenue Service (“I.R.S.”) and completed the
Legacy Quaker U.S. Pension Plan termination during the first quarter of 2020. In order to terminate the Legacy Quaker U.S. Pension
Plan in accordance with I.R.S. and Pension Benefit Guaranty Corporation requirements, the Company was required to fully fund the
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Legacy Quaker U.S. Pension Plan on a termination basis and the amount necessary to do so was approximately $ 1.8 million, subject to
final true up adjustments, which were completed in the third quarter of 2020. In addition, the Company recorded a non-cash pension
settlement charge at plan termination of approximately $22.7 million. This settlement charge included the immediate recognition into
expense of the related unrecognized losses within accumulated other comprehensive (loss) income (“AOCI”) on the balance sheet as
of the plan termination date.

Employer Contributions

The Company previously disclosed in its 2020 Form 10-K that it expected to make minimum cash contributions of $10.0 million
to its U.S. and foreign pension plans and approximately $0.3 million to its other postretirement benefit plans in 2021. As of March 31,
2021, $1.0 million and $0.1 million of contributions have been made to the Company’s U.S. and foreign pension plans and its other
postretirement benefit plans, respectively.

Note 10 — Other Income (Expense), Net

The components of other income (expense), net for the three months ended March 31, 2021 and 2020 are as follows:

Three Months Ended
March 31,

2021 2020
Income from third party license fees $ 339 $ 304
Foreign exchange (losses) gains, net (1,478) 821
Gain on disposals of property, plant, equipment and other assets, net 5,410 2
Non-income tax refunds and other related credits 97 1,299
Pension and postretirement benefit costs, non-service components 124 (23,525)
Other non-operating income (expense), net 195 (76)
Total other income (expense), net $ 4,687 $ (21,175)

The Gain on disposals of property, plant, equipment and other assets, net, during the three months ended March 31, 2021,
includes the gain on the sale of certain held-for-sale real property assets related to the Combination. Pension and postretirement
benefit costs, non-service components during the three months ended March 31, 2020 includes $22.7 million related to the Legacy
Quaker U.S. Pension Plan non-cash settlement charge described in Note 9 of Notes to Condensed Consolidated Financial Statements.

Note 11 — Income Taxes and Uncertain Income Tax Positions

The Company’s effective tax rate for the three months ended March 31, 2021 was an expense of 24.2% compared to a benefit of
31.1% for the three months ended March 31, 2020. The Company’s effective tax rate for the three months ended March 31, 2021 was
largely impacted by the sale of certain held-for-sale real property assets related to the Combination. Comparatively, the prior year first
quarter effective tax rate was impacted by the tax effect of certain one-time pre-tax losses as well as certain tax charges and benefits in
the prior year period including those related to changes in foreign tax credit valuation allowances, tax law changes in a foreign
jurisdiction, and the tax impacts of the Company’s termination of its Legacy Quaker U.S. Pension Plan and the Houghton indefinite-
lived trademarks and tradename intangible asset impairment.

As of December 31, 2020, the Company had a deferred tax liability of $5.9 million, which primarily represents the Company’s
estimate of non-U.S. taxes it will incur to repatriate certain foreign earnings to the U.S. The balance as of March 31, 2021 was $6.5
million.

As of March 31, 2021, the Company’s cumulative liability for gross unrecognized tax benefits was $23.5 million, an increase of
$1.3 million from the cumulative liability accrued as of December 31, 2020.

The Company continues to recognize interest and penalties associated with uncertain tax positions as a component of taxes on
income (loss) before equity in net income of associated companies in its Condensed Consolidated Statements of Operations. The
Company recognized an expense of less than $0.1 million for interest and a benefit of less than $0.1 million for penalties in its
Condensed Consolidated Statement of Operations for the three months ended March 31, 2021, and recognized an expense of less than
$0.1 million for interest and a benefit of less than $0.1 million for penalties in its Condensed Consolidated Statement of Operations for
the three months ended March 31, 2020. As of March 31, 2021, the Company had accrued $ 3.0 million for cumulative interest and
$3.6 million for cumulative penalties in its Condensed Consolidated Balance Sheets, compared to $3.0 million for cumulative interest
and $3.9 million for cuamulative penalties accrued at December 31, 2020.
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During the three months ended March 31, 2021 and 2020, the Company recognized decreases of $0.3 million and $0.8 million,
respectively, in its cumulative liability for gross unrecognized tax benefits due to the expiration of the applicable statutes of limitations
for certain tax years.

The Company estimates that during the year ending December 31, 2021 it will reduce its cumulative liability for gross
unrecognized tax benefits by approximately $1.5 million due to the expiration of the statute of limitations with regard to certain tax
positions. This estimated reduction in the cumulative liability for unrecogniz ed tax benefits does not consider any increase in liability
for unrecognized tax benefits with regard to existing tax positions or any increase in cumulative liability for unrecognized tax benefits
with regard to new tax positions for the year ending December 31, 2021.

The Company and its subsidiaries are subject to U.S. Federal income tax, as well as the income tax of various state and foreign
tax jurisdictions. Tax years that remain subject to examination by major tax jurisdictions include Italy from 2006, Brazil from 2011,
the Netherlands and China from 2015, Mexico, Spain, Germany and the United Kingdom from 2016, Canada and the U.S. from 2017,
India from fiscal year beginning April 1, 2018 and ending March 31, 2019, and various U.S. state tax jurisdictions from 2011.

As previously reported, the Italian tax authorities have assessed additional tax due from the Company’s subsidiary, Quaker Italia
S.r.1,, relating to the tax years 2007 through 2015. The Company has filed for competent authority relief from these assessments under
the Mutual Agreement Procedures (“MAP”) of the Organization for Economic Co-Operation and Development for all years except
2007. In 2020, the respective tax authorities in Italy, Spain and the Netherlands reached agreement with respect to the MAP
proceedings which the Company has accepted. As of March 31, 2021, the Company has received $1.6 million in refunds from the
Netherlands and Spain and expects to pay $2.4 million due to Italy in the second quarter of 2021. As of March 31, 2021, the
Company believes it has adequate reserves for the remaining uncertain tax positions related to 2007.

Houghton Italia, S.r.l is also involved in a corporate income tax audit with the Italian tax authorities covering tax years 2014
through 2018. As of March 31, 2021, the Company has a $5.5 million reserve for uncertain tax positions relating to matters related to
this audit. Since the reserve relates to the tax periods prior to August 1, 2019, the tax liability was established through purchase
accounting related to the Combination. The Company has also submitted an indemnification claim against funds held in escrow by
Houghton’s former owners and as a result, a corresponding $5.5 million indemnification receivable has also been established through
purchase accounting.

Houghton Deutschland GmbH is also under audit by the German tax authorities for the tax years 2015-2017. Based on
preliminary audit findings, primarily related to transfer pricing, the Company has recorded reserves for $0.9 million as of March 31,
2021. Of this amount, $0.8 million relates to tax periods prior to the Combination and therefore the Company has submitted an
indemnification claim with Houghton’s former owners for any tax liabilities arising pre-Combination. As a result, a corresponding
$0.8 million indemnification receivable has also been established to offset the $0.8 million tax liability.

Note 12 — Earnings Per Share

The following table summarizes earnings per share calculations for the three months ended March 31, 2021 and 2020:

Three Months Ended
March 31,
2021 2020
Basic earnings (loss) per common share
Net income (loss) attributable to Quaker Chemical Corporation $ 38,615 $ (28,381)
Less: (income) loss allocated to participating securities (154) 101
Net income (loss) available to common shareholders $ 38,461 $ (28,280)
Basic weighted average common shares outstanding 17,785,370 17,672,525
Basic earnings (loss) per common share $ 216 $ (1.60)
Diluted earnings (loss) per common share
Net income (loss) attributable to Quaker Chemical Corporation $ 38,615 $ (28,381)
Less: (income) loss allocated to participating securities (154) 101
Net income (loss) available to common shareholders $ 38,461 $ (28,280)
Basic weighted average common shares outstanding 17,785,370 17,672,525
Effect of dilutive securities 70,607 —
Diluted weighted average common shares outstanding 17,855,977 17,672,525
Diluted earnings (loss) per common share $ 215 $ (1.60)
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Certain stock options and restricted stock units are not included in the diluted earnings (loss) per share calculation when the effect
would have been anti-dilutive. The calculated amount of anti-diluted shares not included was 2,083 for the three months ended March
31, 2021. All of the Company’s potentially dilutive shares for the three months ended March 31, 2020 are anti-dilutive and not
included in the dilutive loss per share calculations because of the Company’s net loss during the period.

Note 13 — Restricted Cash

Prior to December 2020, the Company had restricted cash recorded in other assets related to proceeds from an inactive subsidiary
of the Company which previously executed separate settlement and release agreements with two of its insurance carriers for an
original total value of $35.0 million. The proceeds of both settlements were restricted and could only be used to pay claims and costs
of defense associated with the subsidiary’s asbestos litigation. The proceeds of the settlement and release agreements were deposited
into interest bearing accounts that earned less than $0.1 million offset by $0.2 million of net payments during the three months ended
March 31, 2020. Due to the restricted nature of the proceeds, a corresponding deferred credit was established in other non-current
liabilities for an equal and offsetting amount that continued until the restrictions lapsed. As disclosed in the Company’s 2020 Form
10-K, during December 2020, the restrictions ended on these previously received insurance settlements and the Company transferred
the cash into an operating account.

The following table provides a reconciliation of cash, cash equivalents and restricted cash as of March 31, 2021 and 2020, as well
as December 31, 2020 and 2019:

March 31, December 31,
2021 2020 2020 2019
Cash and cash equivalents $ 163,455 $ 316,437 $ 181,833 $ 123,524
Restricted cash included in other current assets — 34 62 353
Restricted cash included in other assets — 19,480 — 19,678
Cash, cash equivalents and restricted cash $ 163,455 $ 335,951 $ 181,895 $ 143,555

Note 14 — Goodwill and Other Intangible Assets

Changes in the carrying amount of goodwill for the three months ended March 31, 2020 were as follows:

Global
Specialty
Americas EMEA Asia/Pacific Businesses Total
Balance as of December 31, 2020 $ 213,242 $ 140,162 $ 158,090 $ 119,718 $ 631,212
Goodwill additions 1,093 2,626 1,308 25 5,052
Currency translation adjustments (731) (3,925) (956) (3,078) (8,690)
Balance as of March 31, 2021 $ 213,604 $ 138,863 $ 158,442 $ 116,665 $ 627,574

Gross carrying amounts and accumulated amortization for definite-lived intangible assets as of March 31, 2021 and December 31,
2020 were as follows:

Gross Carrying Accumulated
Amount Amortization
2021 2020 2021 2020
Customer lists and rights to sell $ 846,052 $ 839,551 $ 110,997 $ 99,806
Trademarks, formulations and product technology 167,144 166,448 32,533 30,483
Other 6,320 6,372 5,743 5,824
Total definite-lived intangible assets $ 1,019,516 $ 1,012,371 $ 149,273 $ 136,113
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The Company amortizes definite-lived intangible assets on a straight-line basis over their useful lives. The Company recorded
$14.8 million and $14.0 million of amortization expense for the three months ended March 31, 2021 and 2020, respectively.
Estimated annual aggregate amortization expense for the current year and subsequent five years is as follows:

For the year ended December 31, 2021 $ 59,372
For the year ended December 31, 2022 59,096
For the year ended December 31, 2023 58,927
For the year ended December 31, 2024 58,427
For the year ended December 31, 2025 57,710
For the year ended December 31, 2026 57,484

The Company has four indefinite-lived intangible assets totaling $205.1 million as of both March 31, 2021 and December 31,
2020, including $204.0 million of indefinite-lived intangible assets for trademarks and tradename associated with the Combination.

Goodwill and intangible assets that have indefinite lives are not amortized and are required to be assessed at least annually for
impairment. The Company completes its annual goodwill and indefinite-lived intangible asset impairment test during the fourth
quarter of each year. The Company continuously evaluates if triggering events indicate a possible impairment in one or more of its
reporting units or indefinite-lived or long-lived assets.

The Company previously disclosed in its 2020 Form 10-K that as of March 31, 2020, the Company concluded that the impact of
COVID-19 did not represent a triggering event with regards to the Company’s reporting units or indefinite-lived and long-lived assets,
except for the Company’s Houghton and Fluidcare trademarks and tradename indefinite-lived intangible assets. The determination of
estimated fair value of the Houghton and Fluidcare trademarks and tradename indefinite-lived assets was based on a relief from
royalty valuation method, which requires management’s judgment and often involves the use of significant estimates and assumptions,
including assumptions with respect to the weighted average cost of capital (“WACC”) and royalty rates, as well as revenue growth
rates and terminal growth rates. In the first quarter of 2020, as a result of the impact of COVID-19 driving a decrease in projected
legacy Houghton net sales during that year and the impact of the sales decline on projected future legacy Houghton net sales as well as
an increase in the WACC assumption utilized in the quantitative impairment assessment, the Company concluded that the estimated
fair values of the Houghton and Fluidcare trademarks and tradename intangible assets were less than their carrying values. As a
result, an impairment charge of $38.0 million was recorded in the first quarter of 2020 to write down the carrying values of these
intangible assets to their estimated fair values.

As of March 31, 2021, the Company continued to evaluate the on-going impact of COVID-19 on the Company’s operations, and
the volatility and uncertainty in the economic outlook as a result of COVID-19, to determine if this indicated it was more likely than
not that the carrying value of any of the Company’s reporting units or indefinite-lived or long-lived intangible assets were not
recoverable. The Company concluded that the impact of COVID-19 did not represent a triggering event as of March 31, 2021. While
the Company concluded that the impact of COVID-19 did not represent a triggering event as of March 31, 2021, the Company will
continue to evaluate the impact of COVID-19 on the Company’s current and projected results. If the current economic conditions
worsen or projections of the timeline for recovery are significantly extended, then the Company may conclude in the future that the
impact from COVID-19 requires the need to perform further interim quantitative impairment tests, which could result in additional
impairment charges in the future.
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Note 15 — Debt
Debt as of March 31, 2021 and December 31, 2020 includes the following:

As of March 31, 2021 As of December 31, 2020
Interest Outstanding Interest Outstanding
Rate Balance Rate Balance
Credit Facilities:
Revolver 1.61% $ 190,000 1.65% $ 160,000
U.S. Term Loan 1.61% 562,500 1.65% 570,000
EURO Term Loan 1.50% 148,210 1.50% 157,062
Industrial development bonds 5.26% 10,000 5.26% 10,000
Bank lines of credit and other debt obligations Various 2,377  Various 2,072
Total debt $ 913,087 $ 899,134
Less: debt issuance costs (10,324) (11,099)
Less: short-term and current portion of long-term debts (43,330) (38,967)
Total long-term debt $ 859,433 $ 849,068

Credit facilities

The Company’s primary credit facility (as amended, the “Credit Facility”) is comprised of a $400.0 million multicurrency
revolver (the “Revolver”), a $600.0 million term loan (the “U.S. Term Loan”), each with the Company as borrower, and a $150.0
million (as of August 1, 2019) Euro equivalent term loan (the “EURO Term Loan” and together with the “U.S. Term Loan”, the
“Term Loans”) with Quaker Chemical B.V., a Dutch subsidiary of the Company as borrower, each with a five-year term maturing in
August 2024. Subject to the consent of the administrative agent and certain other conditions, the Company may designate additional
borrowers. The maximum amount available under the Credit Facility can be increased by up to $300.0 million at the Company’s
request if there are lenders who agree to accept additional commitments and the Company has satisfied certain other conditions.
Borrowings under the Credit Facility bear interest at a base rate or LIBOR plus an applicable margin based upon the Company’s
consolidated net leverage ratio. There are LIBOR replacement provisions that contemplate a further amendment if and when LIBOR
ceases to be reported. The variable interest rate incurred on the outstanding borrowings under the Credit Facility as of and during the
three months ended March 31, 2021 was approximately 1.6%. In addition to paying interest on outstanding principal under the Credit
Facility, the Company is required to pay a commitment fee ranging from 0.2% to 0.3% depending on the Company’s consolidated net
leverage ratio to the lenders under the Revolver in respect of the unutilized commitments thereunder. The Company has unused
capacity under the Revolver of approximately $204 million, net of bank letters of credit of approximately $ 6 million, as of March 31,
2021.

The Credit Facility is subject to certain financial and other covenants. The Company’s initial consolidated net debt to
consolidated adjusted EBITDA ratio could not exceed 4.25 to 1, with step downs in the permitted ratio over the term of the Credit
Facility. As of March 31, 2021, the consolidated net debt to adjusted EBITDA may not exceed 4.00 to 1. The Company’s
consolidated adjusted EBITDA to interest expense ratio cannot be less than 3.0 to 1 over the term of the agreement. The Credit
Facility also prohibits the payment of cash dividends if the Company is in default or if the amount of the dividend paid annually
exceeds the greater of $50.0 million and 20% of consolidated adjusted EBITDA unless the ratio of consolidated net debt to
consolidated adjusted EBITDA is less than 2.0 to 1, in which case there is no such limitation on amount. As of March 31, 2021 and
December 31, 2020, the Company was in compliance with all of the Credit Facility covenants. The Term Loans have quarterly
principal amortization during their five-year terms, with 5.0% amortization of the principal balance due in years 1 and 2, 7.5% in year
3, and 10.0% in years 4 and 5, with the remaining principal amount due at maturity. During the three months ended March 31, 2021,
the Company made quarterly amortization payments related to the Term Loans totaling $9.6 million. The Credit Facility is guaranteed
by certain of the Company’s domestic subsidiaries and is secured by first priority liens on substantially all of the assets of the
Company and the domestic subsidiary guarantors, subject to certain customary exclusions. The obligations of the Dutch borrower are
guaranteed only by certain foreign subsidiaries on an unsecured basis.

The Credit Facility required the Company to fix its variable interest rates on at least 20% of its total Term Loans. In order to
satisfy this requirement as well as to manage the Company’s exposure to variable interest rate risk associated with the Credit Facility,
in November 2019, the Company entered into $170.0 million notional amounts of three-year interest rate swaps at a base rate of
1.64% plus an applicable margin as provided in the Credit Facility, based on the Company’s consolidated net leverage ratio. At the
time the Company entered into the swaps, and as of March 31, 2021, the aggregate interest rate on the swaps, including the fixed base
rate plus an applicable margin, was 3.1%. See Note 18 of Notes to Condensed Consolidated Financial Statements.
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The Company capitalized $23.7 million of certain third-party debt issuance costs in connection with executing the Credit Facility.
Approximately $15.5 million of the capitalized costs were attributed to the Term Loans and recorded as a direct reduction of long-
term debt on the Company’s Condensed Consolidated Balance Sheet. Approximately $8.3 million of the capitalized costs were
attributed to the Revolver and recorded within other assets on the Company’s Condensed Consolidated Balance Sheet. These
capitalized costs are being amortized into interest expense over the five-year term of the Credit Facility. As of March 31, 2021 and
December 31, 2020, the Company had $10.3 million and $11.1 million, respectively, of debt issuance costs recorded as a reduction of
long-term debt. As of March 31, 2021 and December 31, 2020, the Company had $5.5 million and $5.9 million, respectively, of debt
issuance costs recorded within other assets.

Industrial development bonds

As of March 31, 2021 and December 31, 2020, the Company had fixed rate, industrial development authority bonds totaling
$10.0 million in principal amount due in 2028. These bonds have similar covenants to the Credit Facility noted above.

Bank lines of credit and other debt obligations

The Company has certain unsecured bank lines of credit and discounting facilities in certain foreign subsidiaries, which are not
collateralized. The Company’s other debt obligations primarily consist of certain domestic and foreign low interest rate or interest-
free municipality-related loans, local credit facilities of certain foreign subsidiaries and capital lease obligations. Total unused
capacity under these arrangements as of March 31, 2021 was approximately $40 million.

In addition to the bank letters of credit described in the “Credit facilities” subsection above, the Company’s only other off-balance
sheet arrangements include certain financial and other guarantees. The Company’s total bank letters of credit and guarantees
outstanding as of March 31, 2021 were approximately $9 million.

The Company incurred the following debt related expenses included within Interest expense, net, in the Condensed Consolidated
Statements of Operations:

Three Months Ended
March 31,
2021 2020
Interest expense $ 4650 $ 7,712
Amortization of debt issuance costs 1,187 1,187
Total $ 5837 $ 8,899

Based on the variable interest rates associated with the Credit Facility, as of March 31, 2021 and December 31, 2020, the amounts
at which the Company’s total debt were recorded are not materially different from their fair market value.

20



Quaker Chemical Corporation
Notes to Condensed Consolidated Financial Statements - Continued
(Dollars in thousands, except per share amounts, unless otherwise stated)
(Unaudited)

Note 16 — Equity
The following tables present the changes in equity, net of tax, for the three months ended March 31, 2021 and 2020:

Accumulated
Capital in Other
Common Excessof Retained Comprehensive Noncontrolling
Stock  Par Value Earnings Loss Interest Total
Balance at December 31, 2020 $ 17,851 $ 905,171 $ 423,940 $ (26,598) $ 550 $ 1,320,914
Net income — — 38,615 — 17 38,632
Amounts reported in other comprehensive
loss — — — (26,630) ()] (26,632)
Dividends ($0.395 per share) — — (7,062) — — (7,062)
Share issuance and equity-based
compensation plans 24 3,577 — — — 3,601
Balance at March 31, 2021 $ 17875 $ 908,748 $ 455,493 $ (53,228) $ 565 $ 1,329,453
Balance at December 31, 2019 $ 17,735 $ 888,218 $ 412,979 $ (78,170) $ 1,604 $ 1,242,366
Cumulative effect of an accounting change — — (402) — — (402)
Balance at January 1, 2020 17,735 888,218 412,577 (78,170) 1,604 1,241,964
Net (loss) income — — (28,381) — 37 (28,344)
Amounts reported in other comprehensive
loss — — — (43,354) (132) (43,486)
Dividends ($0.385 per share) — — (6,834) — — (6,834)
Acquisition of noncontrolling interest — (707) — — (340) (1,047)
Distributions to noncontrolling affiliate
shareholders — — — — (751) (751)
Share issuance and equity-based
compensation plans 17 1,022 — — — 1,039
Balance at March 31, 2020 $ 17,752 $ 888,533 $ 377,362 $  (121,524) $ 418 $ 1,162,541
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The following tables show the reclassifications from and resulting balances of AOCI for the three months ended March 31, 2021

and 2020:

Balance at December 31, 2020
Other comprehensive (loss) income before

reclassifications
Amounts reclassified from AOCI

Current period other comprehensive (loss) income

Related tax amounts

Net current period other comprehensive (loss) income

Balance at March 31, 2021

Balance at December 31, 2019
Other comprehensive (loss) income before
reclassifications
Amounts reclassified from AOCI

Current period other comprehensive (loss) income

Related tax amounts

Net current period other comprehensive (loss) income

Balance at March 31, 2020

Defined Unrealized
Currency Benefit Gain (Loss) in
Translation Retirement Available-for- Derivative
Adjustments Plans Sale Securities Instruments Total
$ (2,875) $ (23,467) $ 3,342 $ (3,598) $ (26,598)
(25,459) 781 (745) 730 (24,693)
— 862 (3,085) — (2,223)
(25,459) 1,643 (3,830) 730 (26,916)
— (351) 805 (168) 286
(25,459) 1,292 (3,025) 562 (26,630)
$ (28,334) $ (22,175) $ 317 $ (3,036) $ (53,228)
$ (44,568) $ (34,533) $ 1,251 $ (320) $ (78,170)
(54,619) 828 (2,135) (5,170) (61,096)
— 24,366 (32) — 24,334
(54,619) 25,194 (2,167) (5,170) (36,762)
— (8,237) 456 1,189 (6,592)
(54,619) 16,957 (1,711) (3,981) (43,354)
$ (99,187) $ (17,576) $ (460) $ (4,301) $ (121,524)

All reclassifications related to unrealized gain (loss) in available-for-sale securities relate to the Company’s equity interest in a
captive insurance company and are recorded in equity in net income of associated companies. The amounts reported in other
comprehensive income for non-controlling interest are related to currency translation adjustments.

Note 17 — Fair Value Measurements

The Company has valued its company-owned life insurance policies at fair value. These assets are subject to fair value

measurement as follows:

Assets
Company-owned life insurance
Total

Assets
Company-owned life insurance
Total

Fair Value Measurements at March 31, 2021

Total Using Fair Value Hierarchy
Fair Value Level 1 Level 2 Level 3
$ 2,015 $ — $ 2,015 $ —
$ 2,015 $ — $ 2,015 $ —
Fair Value Measurements at December 31, 2020
Total Using Fair Value Hierarchy
Fair Value Level 1 Level 2 Level 3
$ 1,961 $ — 3 1,961 $ —
$ 1,961 $ — $ 1,961 $ —

The fair values of Company-owned life insurance assets are based on quotes for like instruments with similar credit ratings and
terms. The Company did not hold any Level 3 investments as of March 31, 2021 or December 31, 2020, respectively, so related

disclosures have not been included.
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Note 18 — Hedging Activities

In order to satisfy certain requirements of the Credit Facility as well as to manage the Company’s exposure to variable interest
rate risk associated with the Credit Facility, in November 2019, the Company entered into $170.0 million notional amounts of three-
year interest rate swaps. See Note 15 of Notes to Condensed Consolidated Financial Statements. These interest rate swaps are
designated as cash flow hedges and, as such, the contracts are marked-to-market at each reporting date and any unrealized gains or
losses are included in AOCI to the extent effective and reclassified to interest expense in the period during which the transaction
effects earnings or it becomes probable that the forecasted transaction will not occur.

The balance sheet classification and fair values of the Company’s derivative instruments, which are Level 2 measurements, are as
follows:

Fair Value
Condensed Consolidated March 31, December 31,
Balance Sheet Location 2021 2020
Derivatives designated as cash flow hedges:
Interest rate swaps Other non-current liabilities $ 3,943 $ 4,672
$ 3943 3 4,672

The following table presents the net unrealized loss deferred to AOCI:
March 31, December 31,

2021 2020
Derivatives designated as cash flow hedges:
Interest rate swaps AOCI $ 3,036 $ 3,598
$ 3,036 $ 3,598
The following table presents the net gain reclassified from AOCI to earnings:
Three Months Ended
March 31,
2021 2020
Amount and location of (expense) income reclassified
from AOCI into (expense) income (Effective Portion)  Interest expense, net $ (643) $ 19

Interest rate swaps are entered into with a limited number of counterparties, each of which allows for net settlement of all
contracts through a single payment in a single currency in the event of a default on or termination of any one contract. As such, in
accordance with the Company’s accounting policy, these derivative instruments are recorded on a net basis by counterparty within the
Condensed Consolidated Balance Sheets.

Note 19 — Commitments and Contingencies

The Company previously disclosed in its 2020 Form 10-K that AC Products, Inc. (“ACP”), a wholly owned subsidiary, has been
operating a groundwater treatment system to hydraulically contain groundwater contamination emanating from ACP’s site, the
principal contaminant of which is perchloroethylene. As of March 31, 2021, ACP believes it is close to meeting the conditions for
closure of the groundwater treatment system, but continues to operate this system while in discussions with the relevant authorities.
As of March 31, 2021, the Company believes that the range of potential-known liabilities associated with the balance of the ACP
water remediation program is approximately $0.1 million to $1.0 million. The low and high ends of the range are based on the length
of operation of the treatment system as determined by groundwater modeling. Costs of operation include the operation and
maintenance of the extraction well, groundwater monitoring and program management.

The Company previously disclosed in its 2020 Form 10-K that an inactive subsidiary of the Company that was acquired in 1978
sold certain products containing asbestos, primarily on an installed basis, and is among the defendants in numerous lawsuits alleging
injury due to exposure to asbestos. During the three months ended March 31, 2021, there have been no significant changes to the facts
or circumstances of this previously disclosed matter, aside from on-going claims and routine payments associated with this litigation.
Based on a continued analysis of the existing and anticipated future claims against this subsidiary, it is currently projected that the
subsidiary’s total liability over the next 50 years for these claims is approximately $0.4 million (excluding costs of defense).
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The Company previously disclosed in its 2020 Form 10-K that it is party to certain environmental matters related to certain
domestic and foreign properties currently or previously owned by Houghton. These environmental matters primarily require the
Company to perform long-term monitoring as well as operating and maintenance at each of the applicable sites. During the three
months ended March 31, 2021, there have been no significant changes to the facts or circumstances of these previously disclosed
matters, aside from on-going monitoring and maintenance activities and routine payments associated with each of the sites. The
Company continually evaluates its obligations related to such matters, and based on historical costs incurred and projected costs to be
incurred over the next 28 years, has estimated the present value range of costs for all of the Houghton environmental matters, on a
discounted basis, to be between approximately $5 million and $6 million as of March 31, 2021, for which $5.7 million was accrued
within other accrued liabilities and other non-current liabilities on the Company’s Condensed Consolidated Balance Sheet as of March
31, 2021. Comparatively, as of December 31, 2020, the Company had $6.0 million accrued for with respect to these matters.

The Company believes, although there can be no assurance regarding the outcome of other unrelated environmental matters, that
it has made adequate accruals for costs associated with other environmental problems of which it is aware. Approximately $0.1
million were accrued as of both March 31, 2021 and December 31, 2020, to provide for such anticipated future environmental
assessments and remediation costs.

The Company previously disclosed in its 2020 Form 10-K that one of the Company’s subsidiaries received a notice of inspection
from a taxing authority in a country where certain of its subsidiaries operate which related to a non-income (indirect) tax that may be
applicable to certain products the subsidiary sells. To date, the Company has not received any assessment from the authority related to
potential liabilities that may be due from the Company’s subsidiary. Consequently, there is substantial uncertainty with respect to the
Company’s ultimate liability with respect to this indirect tax, as the application of this tax in its given market is ambiguous and
interpreted differently among other peer companies and taxing authorities. The Company, with assistance from independent experts,
has performed an evaluation of the applicability of this indirect tax to the Company’s subsidiaries in this country. Information
available to the Company at this time is only sufficient to establish a range of probable liability, and no amount within the range is
considered a better estimate than another. During the three months ended March 31, 2021 and through the date of this Report, there
have been no significant changes to the facts or circumstances of this previously disclosed matter, aside from on-going discussions
between the Company and the taxing authority related to this notice of inspection. As of March 31, 2021, the Company has recorded a
liability of $1.7 million in other accrued liabilities, which reflects the low end of the range of probable indirect tax owed, including
interest and taking into account applicable statutes of limitations. Because these amounts in part relate to a Houghton entity acquired
in the Combination and for periods prior to the Combination, the Company has submitted an indemnification claim with Houghton’s
former owners related to this potential indirect tax liability. The Company recorded a receivable in other assets for approximately
$1.1 million, which reflects the amount of the initial recorded liability for which the Company anticipates being indemnified. As
noted, the Company believes there is substantial uncertainty with respect to its ultimate liability given the ambiguous application of
this indirect tax. At this time, the Company’s best estimate of a potential range for possible assessments, including additional amounts
that may be assessed under these indirect tax laws, would be approximately $0.6 million to $38 million, which is net of approximately
$10 million of estimated income tax deductions and approximately $ 22 million of applicable rights to indemnification from
Houghton’s former owners.

The Company is party to other litigation which management currently believes will not have a material adverse effect on the
Company’s results of operations, cash flows or financial condition. In addition, the Company has an immaterial amount of contractual
purchase obligations.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations .

9«

As used in this Report, the terms “Quaker Houghton”, the “Company”, “we” and “our” refer to Quaker Chemical Corporation
(doing business as Quaker Houghton), its subsidiaries, and associated companies, unless the context otherwise requires. As used in
this Report, the term Legacy Quaker refers to the Company prior to the closing of its combination with Houghton International, Inc.
(“Houghton”) (herein referred to as the “Combination”) on August 1, 2019. Throughout the Report, all figures presented, unless
otherwise stated, reflect the results of operations of the combined company for the three months ended March 31, 2021 and 2020.

Executive Summary

Quaker Houghton is a global leader in industrial process fluids. With a presence around the world, including operations in over
25 countries, our customers include thousands of the world’s most advanced and specialized steel, aluminum, automotive, aerospace,
offshore, can, mining, and metalworking companies. Our high-performing, innovative and sustainable solutions are backed by best-
in-class technology, deep process knowledge, and customized services. Quaker Houghton is headquartered in Conshohocken,
Pennsylvania, located near Philadelphia in the United States.

The Company had a very strong start to 2021, delivering solid first quarter results which reflect the continued COVID-19
recovery in the Company’s end-markets and customer demand as well as the on-going execution of integration activities and synergy
realization. Specifically, net sales of $429.8 million in the first quarter of 2021 increased 14% compared to $378.6 million in the first
quarter of 2020, primarily due to higher volumes, which included additional net sales from acquisitions of 3%, and the positive impact
from foreign currency translation of 3%. The increase in sales volumes compared to the first quarter of 2020 was primarily due to
improved end market conditions and continued market share gains. Additional net sales from acquisitions primarily were attributable
to Coral Chemical (“Coral”), which the Company acquired in December 2020. The positive net impact from foreign currency
translation was primarily due to the strengthening of the euro and Chinese renminbi against the U.S. dollar quarter-over-quarter,
partially offset by the ongoing weakening of the Brazilian real. The Company had net income in the first quarter of 2021 of $38.6
million, or $2.15 per diluted share, compared to a first quarter of 2020 net loss of $28.4 million, or $1.60 per diluted share. The
Company’s prior year first quarter net loss was primarily driven by the first quarter of 2020 non-cash impairment charge of $38.0
million for certain indefinite-lived intangible assets and a non-cash $22.7 million settlement charge related to the termination of a U.S.
defined benefit pension plan. Excluding these non-recurring items as well as costs associated with the Combination and other non-
core items in each period, the Company’s first quarter of 2021 non-GAAP earnings per diluted share were $2.11 compared to $1.38 in
the prior year first quarter. The Company’s current quarter adjusted EBITDA of $77.1 million increased 28% compared to $60.5
million in the first quarter of 2020 primarily due to the significant increase in net sales quarter over quarter and incremental realized
cost synergies from the Combination as compared to the first quarter of 2020. The Company estimates that it realized cost synergies
associated with the Combination of approximately $18 million during the first quarter of 2021 compared to approximately $10 million
during the first quarter of 2020. See the Non-GAAP Measures section of this Item below, as well as other items discussed in the
Company’s Consolidated Operations Review in the Operations section of this Item, below.

The Company’s first quarter of 2021 operating performance in each of its four reportable segments: (i) Americas; (ii) Europe,
Middle East and Africa (“EMEA”); (iii) Asia/Pacific; and (iv) Global Specialty Businesses, reflect similar drivers to that of its
consolidated performance. All four segments had higher net sales compared to the first quarter of 2020. The Company’s higher sales
volumes were driven by EMEA and Asia/Pacific, while additional net sales from Coral benefited the Americas and the Global
Specialty Businesses. The growth in Asia/Pacific’s volumes compared to the prior year were partially due to the initial impacts of
COVID-19 in China during the first quarter of 2020, whereas all of the remaining segments weren’t impacted as severely until the
second quarter of 2020. The benefit of higher selling price and product mix positively impacted most of the segments, and foreign
currency translation benefited all segments except the Americas which was driven by the ongoing weakening of the Brazilian real
quarter over quarter. As reported, all of the Company’s segment operating earnings were higher compared to the first quarter of 2020
which reflects higher current quarter net sales coupled with a higher gross margin in all segments as compared to the prior year first
quarter. While the Company has experienced higher raw material costs beginning in the fourth quarter of 2020 and continuing into
2021, the higher gross margin as compared to the prior year first quarter was primarily driven by the Company’s continued execution
of Combination-related logistics, procurement and manufacturing cost savings initiatives as well as the benefit of higher volumes in
the current quarter and the related impact from fixed manufacturing costs. Direct Selling, general and administrative expenses
(“SG&A?”) of each segment were relatively consistent with the first quarter of 2020 with only Asia/Pacific up as a result of the
segments strong current quarter performance compared to the prior year which was negatively impacted by the initial COVID-19
conditions in China. In addition, the Company and all of its segments continued to maintain strong cost control and benefit from
COVID-19 cost savings actions, including lower travel expenses, as well as the benefits of realized cost savings associated with the
Combination. Additional details of each segment’s operating performance are further discussed in the Company’s Reportable
Segments Review, in the Operations section of this Item, below.
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The Company had a net operating cash outflow of $12.6 million in the first quarter of 2021 as compared to a net operating cash
inflow of $20.2 million in the first quarter of 2020. The decrease in net operating cash flow quarter-over-quarter was primarily driven
by a significant change in working capital, as the Company’s significant increase in net sales and volumes resulted in a large increase
in accounts receivable in the first quarter of 2021. The key drivers of the Company’s operating cash flow and working capital are
further discussed in the Company’s Liquidity and Capital Resources section of this Item, below.

Overall, the Company’s first quarter results were strong with sequential and prior year improvement in all segments primarily due
to the continued recovery in our end-markets and customer demand increases from lower levels experienced during 2020 as a result of
COVID-19. The results in the first quarter of 2021 reflected a strong quarterly growth trend across the globe beginning after the
second quarter of 2020, during which the impacts of COVID-19 were most severe. Also, the strong demand in the first quarter of
2021 coupled with continued market share gains and the on-going execution of integration activities and synergy realization helped
offset negative impacts due to the on-going global uncertainty brought on by COVID-19 and other macroeconomic headwinds,
including rising raw material prices and overall supply chain pressures.

The global economic slowdown and other impacts due to COVID-19 experienced by almost all companies in 2020 posed an
unprecedented challenge, but the Company’s first quarter of 2021 results continue to demonstrate that it can successfully navigate
through market downturns by responding quickly to changing market conditions and delivering on the benefits it anticipated from the
Combination with Houghton. As the Company looks forward, it expects to experience continued short-term headwinds from higher
raw material costs and supply chain pressures, with the magnitude of these raw material cost increases being considerably higher than
the Company previously expected due to stress on global supply chains, weather related shutdowns and unexpected supplier
shutdowns. However, the Company does expect to achieve additional selling price increases to offset these rising raw material costs,
but there will be a lag effect on our gross margin as these price increases catchup to our rising raw material costs. Despite these near
term headwinds, the Company continues to expect 2021 to result in a step change in its profitability from 2020 as the Company
completes its integration cost synergies, continues to take further share in the marketplace, benefits from the projected gradual
rebound in demand, and sees the positive impact of its recent acquisitions.

On-going impact of COVID-19

The global outbreak of COVID-19 has negatively impacted all locations where the Company does business. Although the
Company has now operated in this COVID-19 environment for a year, the full extent of the outbreak and related business impacts
remain uncertain and volatile, and therefore the full extent to which COVID-19 may impact the Company’s future results of
operations or financial condition is uncertain. This outbreak has significantly disrupted the operations of the Company and those of its
suppliers and customers. The Company has experienced volume declines and lower net sales as compared to pre-COVID-19 levels as
a result of the outbreak, as further described in this section. Management continues to monitor the impact that the COVID-19
pandemic is having on the Company, the overall specialty chemical industry and the economies and markets in which the Company
operates. Given the speed and frequency of the continuously evolving developments with respect to this pandemic, the Company
cannot, as of the date of this Report, reasonably estimate the magnitude or the full extent of the impact to its future results of
operations or to the ability of it or its customers to resume more normal operations, even as certain restrictions are lifted. The
prolonged pandemic and a resurgence of the outbreak, and continued restrictions on day-to-day life and business operations may result
in volume declines and lower net sales in future periods as compared to pre-COVID-19 levels. To the extent that the Company’s
customers and suppliers continue to be significantly and adversely impacted by COVID-19, this could reduce the availability, or result
in delays, of materials or supplies to or from the Company, which in turn could significantly interrupt the Company’s business
operations. Given this ongoing uncertainty, the Company cautions that its future results of operations could be significantly adversely
impacted by COVID-19. Further, management continues to evaluate how COVID-19-related circumstances, such as remote work
arrangements, illness or staffing shortages and travel restrictions have affected financial reporting processes and systems, internal
control over financial reporting, and disclosure controls and procedures. While the circumstances have presented and are expected to
continue to present challenges, and have necessitated additional time and resources to be deployed to sufficiently address the
challenges brought on by the pandemic, at this time, management does not believe that COVID-19 has had a material impact on
financial reporting processes, internal controls over financial reporting, or disclosure controls and procedures.

The Company’s top priority is, and especially during this pandemic remains, to protect the health and safety of its employees and
customers, while working to ensure business continuity to meet customers’ needs. The Company continues to take steps to protect the
health and wellbeing of its people in affected areas through various actions, including enabling work at home where needed and
possible, and employing social distancing standards, implementing travel restrictions where applicable, enhancing onsite hygiene
practices, and instituting visitation restrictions at the Company’s facilities. The Company has not and does not expect that it will incur
material expenses implementing these health and safety policies. All of the Company’s 31 production facilities worldwide are open
and operating and are deemed as essential businesses in the jurisdictions where they are operating. The Company believes that to date
it has been able to meet the needs of all its customers across the globe despite the current economic challenges. The Company’s first
quarter of 2021 continued the trend of gradual sequential quarterly improvement which began in the second half of 2020. However,
demand still remains uncertain as many customers maintained reduced production levels into the first quarter of 2021. The Company
continues to expect that the impact from COVID-19 will gradually improve subject to the effective containment of the virus and its
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variants and successful distribution and acceptance of the vaccines that have been developed. However, the incidence of reported
cases of COVID-19 in several geographies where we have significant operations remains high and it remains highly uncertain as to
how long the global pandemic and related economic challenges will last and when our customers’ businesses will recover to pre-
COVID-19 levels. The Company took various actions to temporarily conserve cash and reduce costs during and these temporary
initiatives were designed and implemented so that the Company could successfully manage through the challenging COVID-19
situation while continuing to protect the health of its employees, meet customers’ needs, maintain the Company’s long-term
competitive advantages and above-market growth, and enable it to continue to effectively integrate Houghton. While the actions taken
to date to protect our workforce, to continue to serve our customers with excellence and to conserve cash and reduce costs, have been
effective thus far, further actions to respond to the pandemic and its effects may be necessary as conditions continue to evolve.

Liquidity and Capital Resources

At March 31, 2021, the Company had cash, cash equivalents and restricted cash of $163.5 million. Total cash, cash equivalents
and restricted cash was $181.9 million at December 31, 2020. The approximately $18.4 million decrease in cash, cash equivalents and
restricted cash was the net result of $15.8 million of cash used in investing activities, $12.6 million of cash used in operating activities
and a $3.0 million negative impact due to the effect of foreign currency translation partially offset by $13.0 million of cash provided
by financing activities.

Net cash flows used in operating activities were $12.6 million in the first three months of 2021 compared to net cash flows
provided by operating activities of $20.2 million in the first three months of 2020. The decrease in net operating cash flows of $32.8
million was primarily driven by a significant change in working capital, as the significant increase in current quarter net sales resulted
in a large increase in accounts receivable in the first three months of 2021. In addition, the Company had higher cash dividends
received from its associated companies in the first three months of 2020, primarily due to $5.0 million received from the Company’s
joint venture in Korea with no similar dividend received in the first three months of 2021 related to the timing of dividends received.

Net cash flows used in investing activities were $15.8 million in the first three months of 2021 compared to $8.0 million in the
first three months of 2020. This increase in cash outflows was driven by increases in higher cash payments related to acquisitions
during the three months ending March 31, 2021, including $25.0 million for certain assets related to tin-plating solutions primarily for
steel end markets. These higher cash outflows were partially offset by cash proceeds of approximately $14.7 million from the
disposition of assets, which includes the sale of certain held-for-sale real property assets related to the Combination.

Net cash flows provided by financing activities were $13.0 million in the first three months of 2021 compared to $186.6 million
in the first three months of 2020. The decrease of $173.6 million in net cash flows was primarily related to the prior year borrowings
of most of the available liquidity under the Company’s revolving credit facility related to the economic uncertainty brought on by
COVID-19. In addition, the Company paid $7.1 million of cash dividends during the first three months of 2021, a $0.2 million or 3%
increase in cash dividends compared to the prior year. Finally, during the first three months of 2020, the Company used $1.0 million
to purchase the remaining noncontrolling interest in a South Africa affiliate. Prior to this buyout, this South Africa affiliate made a
distribution to the prior noncontrolling affiliate shareholder of approximately $0.8 million in the three months of 2020. There were no
similar noncontrolling interest activities in the first three months of 2021.

The Company’s primary credit facility (the “Credit Facility”) is comprised of a $400.0 million multicurrency revolver (the
“Revolver”), a $600.0 million term loan (the “U.S. Term Loan”), each with the Company as borrower, and a $150.0 million (as of
August 1, 2019) Euro equivalent term loan (the “Euro Term Loan” and together with the U.S. Term Loan”, the “Term Loans”) with
Quaker Chemical B.V., a Dutch subsidiary of the Company as borrower, each with a five-year term maturing in August 2024. Subject
to the consent of the administrative agent and certain other conditions, the Company may designate additional borrowers. The
maximum amount available under the Credit Facility can be increased by up to $300.0 million at the Company’s request if there are
lenders who agree to accept additional commitments and the Company has satisfied certain other conditions. Borrowings under the
Credit Facility bear interest at a base rate or LIBOR plus an applicable margin based on the Company’s consolidated net leverage
ratio. There are LIBOR replacement provisions that contemplate a further amendment if and when LIBOR ceases to be reported. The
weighted average interest rate incurred on the outstanding borrowings under the Credit Facility during both the first quarter of 2021
and as of March 31, 2021 was approximately 1.6%. In addition to paying interest on outstanding principal under the Credit Facility,
the Company is required to pay a commitment fee ranging from 0.2% to 0.3% depending on the Company’s consolidated net leverage
ratio to the lenders under the Revolver in respect of the unutilized commitments thereunder.

The Credit Facility is subject to certain financial and other covenants. The Company’s initial consolidated net debt to
consolidated adjusted EBITDA ratio could not exceed 4.25 to 1, with step downs in the permitted ratio over the term of the Credit
Facility. As of March 31, 2021, the consolidated net debt to consolidated adjusted EBITDA ratio may not exceed 4.00 to 1. The
Company’s consolidated adjusted EBITDA to interest expense ratio may not be less than 3.0 to 1 over the term of the agreement. The
Credit Facility also prohibits the payment of cash dividends if the Company is in default or if the amount of the dividends paid
annually exceeds the greater of $50.0 million and 20% of consolidated adjusted EBITDA unless the ratio of consolidated net debt to
consolidated adjusted EBITDA is less than 2.0 to 1, in which case there is no such limitation on amount. As of March 31, 2021 and

27



Quaker Chemical Corporation
Management’s Discussion and Analysis

December 31, 2020, the Company was in compliance with all of the Credit Facility covenants. The Term Loans have quarterly
principal amortization during their five-year terms, with 5.0% amortization of the principal balance due in years 1 and 2, 7.5% in year
3, and 10.0% in years 4 and 5, with the remaining principal amount due at maturity. The Credit Facility is guaranteed by certain of the
Company’s domestic subsidiaries and is secured by first priority liens on substantially all of the assets of the Company and the
domestic subsidiary guarantors, subject to certain customary exclusions. The obligations of the Dutch borrower are guaranteed only
by certain foreign subsidiaries on an unsecured basis.

The Credit Facility required the Company to fix its variable interest rates on at least 20% of its total Term Loans. In order to
satisfy this requirement as well as to manage the Company’s exposure to variable interest rate risk associated with the Credit Facility,
in November 2019, the Company entered into $170.0 million notional amounts of three-year interest rate swaps at a base rate of
1.64% plus an applicable margin as provided in the Credit Facility, based on the Company’s consolidated net leverage ratio. At the
time the Company entered into the swaps, and as of March 31, 2021, the aggregate interest rate on the swaps, including the fixed base
rate plus an applicable margin, was 3.1%.

The Company capitalized $23.7 million of certain third-party debt issuance costs in connection with executing the Credit Facility.
Approximately $15.5 million of the capitalized costs were attributed to the Term Loans and recorded as a direct reduction of long-
term debt on the Company’s Consolidated Balance Sheet. Approximately $8.3 million of the capitalized costs were attributed to the
Revolver and recorded within other assets on the Company’s Condensed Consolidated Balance Sheet. These capitalized costs are
being amortized into interest expense over the five-year term of the Credit Facility.

As of March 31, 2021, the Company had Credit Facility borrowings outstanding of $900.7 million. As of December 31, 2020, the
Company had Credit Facility borrowings outstanding of $887.1 million. The Company has unused capacity under the Revolver of
approximately $204 million, net of bank letters of credit of approximately $6 million, as of March 31, 2021. The Company’s other
debt obligations are primarily industrial development bonds, bank lines of credit and municipality-related loans, which totaled $12.4
million and $12.1 million as of March 31, 2021 and December 31, 2020, respectively. Total unused capacity under these
arrangements as of March 31, 2021 was approximately $40 million. The Company’s total net debt as of March 31, 2021 was $749.6
million.

The Company estimates that it realized cost synergies in the first quarter of 2021 of approximately $18 million compared to
approximately $10 million in the first quarter of 2020. The Company continues to expect to realize Combination cost synergies of
approximately $75 million in 2021 and $80 million in 2022. The Company continues to expect to incur additional costs and make
associated cash payments to integrate Quaker and Houghton and continue realizing the Combination’s total anticipated cost synergies.
The Company expects total cash payments, including those pursuant to the QH Program, described below, but excluding incremental
capital expenditures related to the Combination, will be approximately 1.3 times its total anticipated 2022 cost synergies of $80
million. A significant portion of these costs were already incurred in 2019, 2020 and the first quarter of 2021, but the Company
expects to continue to incur such costs throughout the remainder of 2021. The Company incurred $0.8 million of total Combination,
integration and other acquisition-related expenses in the first quarter of 2021, which includes $0.4 million of accelerated depreciation
and is net of a $5.4 million gain on the sale of certain held-for-sale real property assets, described in the Non-GAAP Measures section
of this Item below. Comparatively, in the first quarter of 2020, the Company incurred $8.3 million of total Combination, integration
and other acquisition-related expenses, including $0.5 million of accelerated depreciation. The Company had aggregate net cash
outflows of approximately $8.7 million related to the Combination, integration and other acquisition-related expenses during the first
three months of 2021 as compared to $8.3 million during the first three months of 2020.

Quaker Houghton’s management approved, and the Company initiated, a global restructuring plan (the “QH Program”) in the
third quarter of 2019 as part of its planned cost synergies associated with the Combination. The QH Program includes restructuring
and associated severance costs to reduce total headcount by approximately 400 people globally and plans for the closure of certain
manufacturing and non-manufacturing facilities. In connection with the plans for closure of certain manufacturing and non-
manufacturing facilities, the Company made a decision to make available for sale certain facilities during the second quarter of 2020.
During the first quarter of 2021, certain of these facilities were sold and the Company recognized a gain on disposal of $5.4 million
included within other income (expense), net on the Condensed Consolidated Statement of Operations. The exact timing and total
costs associated with the QH Program will depend on a number of factors and is subject to change; however, reductions in headcount
and site closures have continued into 2021. The Company currently expects additional headcount reductions and site closures to occur
into 2022 and estimates that the anticipated cost synergies realized under the QH Program will approximate one-times restructuring
costs incurred. The Company made cash payments related to the settlement of restructuring liabilities under the QH Program during
the first three months of 2021 of approximately $1.2 million compared to $4.9 million in the first three months of 2020.
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As of March 31, 2021, the Company’s gross liability for uncertain tax positions, including interest and penalties, was $30.0
million. The Company cannot determine a reliable estimate of the timing of cash flows by period related to its uncertain tax position
liability. However, should the entire liability be paid, the amount of the payment may be reduced by up to $7.5 million as a result of
offsetting benefits in other tax jurisdictions. During the fourth quarter of 2020, one of the Company’s subsidiaries received a notice of
inspection from a taxing authority in a country where certain of its subsidiaries operate, which relate to a non-income (indirect) tax
that may be applicable to certain products the subsidiary sells. To date, the Company has not received any assessment from the
authority related to potential liabilities that may be due from the Company’s subsidiary. Consequently there is substantial uncertainty
with respect to the Company’s ultimate liability with respect to this indirect tax. See Note 19 of Notes to Condensed Consolidated
Financial Statements in Item 1 of this Report.

The Company believes that its existing cash, anticipated cash flows from operations and available additional liquidity will be
sufficient to support its operating requirements and fund its business objectives for at least the next twelve months, including but not
limited to, payments of dividends to shareholders, costs related to the Combination and integration, pension plan contributions, capital
expenditures, other business opportunities (including potential acquisitions) and other potential contingencies. The Company’s
liquidity is affected by many factors, some based on normal operations of our business and others related to the impact of the
pandemic on our business and on global economic conditions as well as industry uncertainties, which we cannot predict. We also
cannot predict economic conditions and industry downturns or the timing, strength or duration of recoveries. We may seek, as we
believe appropriate, additional debt or equity financing which would provide capital for corporate purposes, working capital funding,
additional liquidity needs or to fund future growth opportunities, including possible acquisitions and investments. The timing and
amount of potential capital requirements cannot be determined at this time and will depend on a number of factors, including the
actual and projected demand for our products, specialty chemical industry conditions, competitive factors, and the condition of
financial markets, among others.

Non-GAAP Measures

The information in this Form 10-Q filing includes non-GAAP (unaudited) financial information that includes EBITDA, adjusted
EBITDA, adjusted EBITDA margin, non-GAAP operating income, non-GAAP operating margin, non-GAAP net income and non-
GAAP earnings per diluted share. The Company believes these non-GAAP financial measures provide meaningful supplemental
information as they enhance a reader’s understanding of the financial performance of the Company, are indicative of future operating
performance of the Company, and facilitate a comparison among fiscal periods, as the non-GAAP financial measures exclude items
that are not considered indicative of future operating performance or not considered core to the Company’s operations. Non-GAAP
results are presented for supplemental informational purposes only and should not be considered a substitute for the financial
information presented in accordance with GAAP.

The Company presents EBITDA which is calculated as net income (loss) attributable to the Company before depreciation and
amortization, interest expense, net, and taxes on income (loss) before equity in net income of associated companies. The Company
also presents adjusted EBITDA which is calculated as EBITDA plus or minus certain items that are not considered indicative of future
operating performance or not considered core to the Company’s operations. In addition, the Company presents non-GAAP operating
income which is calculated as operating income (loss) plus or minus certain items that are not considered indicative of future operating
performance or not considered core to the Company’s operations. Adjusted EBITDA margin and non-GAAP operating margin are
calculated as the percentage of adjusted EBITDA and non-GAAP operating income to consolidated net sales, respectively. The
Company believes these non-GAAP measures provide transparent and useful information and are widely used by analysts, investors,
and competitors in our industry as well as by management in assessing the operating performance of the Company on a consistent
basis.

Additionally, the Company presents non-GAAP net income and non-GAAP earnings per diluted share as additional performance
measures. Non-GAAP net income is calculated as adjusted EBITDA, defined above, less depreciation and amortization, interest
expense, net, and taxes on income before equity in net income of associated companies, in each case adjusted, as applicable, for any
depreciation, amortization, interest or tax impacts resulting from the non-core items identified in the reconciliation of net income
attributable to the Company to adjusted EBITDA. Non-GAAP earnings per diluted share is calculated as non-GAAP net income per
diluted share as accounted for under the “two-class share method.” The Company believes that non-GAAP net income and non-
GAAP earnings per diluted share provide transparent and useful information and are widely used by analysts, investors, and
competitors in our industry as well as by management in assessing the operating performance of the Company on a consistent basis.
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The following tables reconcile the Company’s non-GAAP financial measures (unaudited) to their most directly comparable

GAAP (unaudited) financial measures (dollars in thousands unless otherwise noted except per share amounts):

Non-GAAP Operating Income and Margin Reconciliations Three Months Ended
March 31,
2021 2020
Operating income (loss) 44,894 $ (12,444)
Houghton combination, integration and other acquisition-related expenses (a) 6,230 8,276
Restructuring and related charges (b) 1,175 1,716
Fair value step up of acquired inventory sold (c) 801 —
CEO transition costs (d) 504 —
Inactive subsidiary's non-operating litigation costs (e) 51 —
Customer bankruptcy costs (f) — 463
Indefinite-lived intangible asset impairment (g) — 38,000
Non-GAAP operating income $ 53655 $ 36,011
Non-GAAP operating margin (%) (m) 12.5% 9.5%
EBITDA, Adjusted EBITDA, Adjusted EBITDA Margin and
Non-GAAP Net Income Reconciliations Three Months Ended
March 31,
2021 2020
Net income (loss) attributable to Quaker Chemical Corporation $ 38,615 $ (28,381)
Depreciation and amortization (a) (1) 22,448 21,584
Interest expense, net 5,470 8,461
Taxes on income (loss) before equity in net income of associated companies 10,689 (13,070)
EBITDA $ 77,222 $ (11,406)
Equity (income) loss in a captive insurance company (h) (3,080) 327
Houghton combination, integration and other acquisition-related expenses (a) 427 7,803
Restructuring and related charges (b) 1,175 1,716
Fair value step up of acquired inventory sold (c) 801 —
CEO transition costs (d) 504 —
Inactive subsidiary's non-operating litigation costs (e) 51 —
Customer bankruptcy costs (f) — 463
Indefinite-lived intangible asset impairment (g) — 38,000
Pension and postretirement benefit costs, non-service components (i) (124) 23,525
Currency conversion impacts of hyper-inflationary economies (j) 172 51
Adjusted EBITDA $ 77,148 $ 60,479
Adjusted EBITDA margin (%) (m) 18.0% 16.0%
Adjusted EBITDA $ 77,148 $ 60,479
Less: Depreciation and amortization - adjusted (a) 22,033 21,111
Less: Interest expense, net 5,470 8,461
Less: Taxes on income before equity in net income of associated companies - adjusted (a)(n) 11,739 6,463
Non-GAAP net income $ 37906 $ 24444
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Non-GAAP Earnings per Diluted Share Reconciliations Three Months Ended
March 31,
2021 2020

GAAP earnings (loss) per diluted share attributable to Quaker Chemical Corporation
common shareholders $ 215 % (1.60)
Equity (income) loss in a captive insurance company per diluted share (h) (0.17) 0.02
Houghton combination, integration and other acquisition-related expenses per diluted share (a) 0.04 0.36
Restructuring and related charges per diluted share (b) 0.05 0.07
Fair value step up of acquired inventory sold per diluted share (c) 0.03 —
CEO transition costs per diluted share (d) 0.02 —
Inactive subsidiary's non-operating litigation costs per diluted share (e) 0.00 —
Customer bankruptcy costs per diluted share (f) — 0.02
Indefinite-lived intangible asset impairment per diluted share (g) — 1.65
Pension and postretirement benefit costs, non-service components per diluted share (i) (0.00) 0.88
Currency conversion impacts of hyper-inflationary economies per diluted share (j) 0.01 0.00
Impact of certain discrete tax items per diluted share (k) (0.02) (0.02)

Non-GAAP earnings per diluted share (o) $ 211§ 1.38

(a) Houghton combination, integration and other acquisition-related expenses include certain legal, financial, and other advisory and

consultant costs incurred in connection with post-closing integration activities including internal control readiness and
remediation. These costs are not indicative of the future operating performance of the Company. Approximately $0.1 million for
the three months ended March 31, 2021 of these pre-tax costs were considered non-deductible for the purpose of determining the
Company’s effective tax rate, and, therefore, taxes on income before equity in net income of associated companies - adjusted
reflects the impact of these items. During the three months ended March 31, 2021 and 2020, the Company recorded $0.4 million
and $0.5 million, respectively, of accelerated depreciation related to certain of the Company’s facilities, which is included in the
caption “Houghton combination, integration and other acquisition-related expenses” in the reconciliation of operating income
(loss) to non-GAAP operating income and included in the caption “Depreciation and amortization” in the reconciliation of net
income (loss) attributable to the Company to EBITDA, but excluded from the caption “Depreciation and amortization — adjusted”
in the reconciliation of adjusted EBITDA to non-GAAP net income attributable to the Company. During the three months ended
March 31, 2021, the Company recorded a $5.4 million gain on the sale of certain held-for-sale real property assets related to the
Combination which is included in the caption “Houghton, combination, integration and other acquisition-related expenses” in the
reconciliation of GAAP earnings (loss) per diluted share attributable to Quaker Chemical Corporation common shareholders to
Non-GAAP earnings per diluted share as well as the reconciliation of net income (loss) attributable to Quaker Chemical
Corporation to Adjusted EBITDA and Non-GAAP net income.

(b) Restructuring and related charges represents the costs incurred by the Company associated with the QH restructuring program

which was initiated in the third quarter of 2019 as part of the Company’s plan to realize cost synergies associated with the
Combination. These costs are not indicative of the future operating performance of the Company. See Note 7 of Notes to
Condensed Consolidated Financial Statements, which appears in Item 1 of this Report.

(c) Fair value step up of inventory sold relates to expenses associated with selling inventory from acquired businesses which was

adjusted to fair value as part of purchase accounting. These increases in costs of goods sold (“COGS”) are not indicative of the
future operating performance of the Company.

(d) CEO transition costs represent the costs related to the Company’s on-going search for a new CEO in connection with the

previously announced executive transition planned for the end of 2021. These expenses are not indicative of the future operating
performance of the Company.

(e) Inactive subsidiary’s non-operating litigation costs represents the charges incurred by an inactive subsidiary of the Company and

®

are a result of the termination of restrictions on insurance settlement reserves as previously disclosed in the Company’s 2020
Form 10-K. These charges are not indicative of the future operating performance of the Company. See Note 9 of Notes to
Condensed Consolidated Financial Statements, which appears in Item 1 of this Report.

Customer bankruptcy costs represent the costs associated with a specific reserve for trade accounts receivable related to a
customer who filed for bankruptcy protection. These expenses are not indicative of the future operating performance of the
Company.
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Indefinite-lived intangible asset impairment represents the non-cash charge taken to write down the value of certain indefinite-
lived intangible assets associated with the Houghton Combination. The Company has no prior history of goodwill or intangible
asset impairments and this charge is not indicative of the future operating performance of the Company. See Note 14 of Notes to
Condensed Consolidated Financial Statements, which appears in Item 1 of this Report.

Equity (income) loss in a captive insurance company represents the after-tax (income) loss attributable to the Company’s interest
in Primex, Ltd. (“Primex”), a captive insurance company. The Company holds a 32% investment in and has significant influence
over Primex, and therefore accounts for this interest under the equity method of accounting. The income attributable to Primex is
not indicative of the future operating performance of the Company and is not considered core to the Company’s operations.

Pension and postretirement benefit costs, non-service components represent the pre-tax, non-service component of the Company’s
pension and postretirement net periodic benefit cost in each period. These costs are not indicative of the future operating
performance of the Company. The amount in the three months ended March 31, 2020 includes the $22.7 million settlement
charge for the Company’s termination of the Legacy Quaker U.S. Pension Plan. See Note 9 of Notes to Condensed Consolidated
Financial Statements, which appears in Item 1 of this Report.

Currency conversion impacts of hyper-inflationary economies represents the foreign currency remeasurement impacts associated
with the Company’s affiliates whose local economies are designated as hyper-inflationary under U.S. GAAP. During both the
three months ended March 31, 2021 and 2020, the Company incurred non-deductible, pre-tax charges related to the Company’s
Argentine affiliates. The charges incurred related to the immediate recognition of foreign currency remeasurement in the
Condensed Consolidated Statements of Operations associated with these entities are not indicative of the future operating
performance of the Company. See Note 1 of Notes to Condensed Consolidated Financial Statements, which appears in Item 1 of
this Report.

The impact of certain discrete tax items includes the impact of changes in certain valuation allowances recorded on certain of the
Company’s foreign tax credits, changes in withholding rates and the associated impact on previously accrued for distributions at

certain of the Company’s Asia/Pacific subsidiaries as well as the offsetting impact and amortization of a deferred tax benefit the

Company recorded in the fourth quarter of 2019 related to an intercompany intangible asset transfer.

Depreciation and amortization for the three months ended March 31, 2021 and 2020 included $0.3 million and $0.4 million,
respectively, of amortization expense recorded within equity in net income of associated companies in the Company’s Condensed
Consolidated Statement of Operations, which is attributable to the amortization of the fair value step up for the Company’s 50%
interest in a Houghton joint venture in Korea as a result of required purchase accounting.

(m) The Company calculates adjusted EBITDA margin and non-GAAP operating margin as the percentage of adjusted EBITDA and

)

(0)

non-GAAP operating income to consolidated net sales.

Taxes on income before equity in net income of associated companies — adjusted presents the impact of any current and deferred
income tax expense (benefit), as applicable, of the reconciling items presented in the reconciliation of net income (loss)
attributable to Quaker Chemical Corporation to adjusted EBITDA, and was determined utilizing the applicable rates in the taxing
jurisdictions in which these adjustments occurred, subject to deductibility. Houghton combination, integration and other
acquisition-related expenses described in (a) resulted in incremental taxes of $0.1 million and $2.0 million during the three
months ended March 31, 2021 and 2020, respectively. Restructuring and related charges described in (b) resulted in incremental
taxes of $0.2 million and $0.4 million during the three months ended March 31, 2021 and 2020, respectively. Fair value step up
of inventory sold described in (c) resulted in incremental taxes of $0.2 million during the three months ending March 31, 2021.
CEO transition expenses described in (d) resulted in incremental taxes of $0.1 million during the three months ended March 31,
2021. Inactive subsidiary litigation described in (e) resulted in incremental taxes of less than $0.1 million during the three months
ended March 31, 2021. Customer bankruptcy costs described in (f) resulted in incremental taxes of $0.1 million during the three
months ended March 31, 2020. Indefinite-lived intangible asset impairment described in (g) resulted in incremental taxes of $8.7
million during the three months ended March 31, 2020. Pension and postretirement benefit costs, non-service components
described in (i) resulted in a tax benefit of less than $0.1 million and incremental taxes of $7.9 million for the three months ended
March 31, 2021 and 2020, respectively. Tax impact of certain discrete items described in (k) above resulted in a tax benefit of
$0.4 million during each of the three months ended March 31, 2021 and 2020.

The Company calculates non-GAAP earnings per diluted share as non-GAAP net income attributable to the Company per
weighted average diluted shares outstanding using the “two-class share method” to calculate such in each given period.

Off-Balance Sheet Arrangements

The Company had no material off-balance sheet items, as defined under Item 303(a)(4) of Regulation S-K as of March 31, 2021.

The Company’s only off-balance sheet items outstanding as of March 31, 2021 represented approximately $9 million of total bank
letters of credit and guarantees. The bank letters of credit and guarantees are not significant to the Company’s liquidity or capital
resources. See Note 15 of Notes to Condensed Consolidated Financial Statements in Item 1 of this Report.
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Operations

Consolidated Operations Review — Comparison of the First Quarter of 2021 with the First Quarter of 2020

Net sales were $429.8 million in the first quarter of 2021 compared to $378.6 million in the first quarter of 2020. The net sales
increase of $51.2 million or 14% quarter-over-quarter reflects a benefit from higher sales volumes of 5%, additional net sales from
recent acquisitions of 3%, the positive impact from foreign currency translation of 3% and increases in selling price and product mix
of approximately 3%. The increase in sales volumes compared to the first quarter of 2020 was primarily due to improved end market
conditions and continued market share gains. Additional net sales from acquisition primarily related to sales attributable to Coral,
which the Company acquired in December 2020.

COGS were $273.6 million in the first quarter of 2021 compared to $244.7 million in the first quarter of 2020. The increase in
COGS of $28.9 million or 12% was driven by the associated COGS on the increase in net sales as described above, and, to a lesser
extent, an expense of $0.8 million associated with selling acquired Coral inventory at its fair value described in the Non-GAAP
Measures section of this Item above.

Gross profit in the first quarter of 2021 increased $22.3 million or 17% from the first quarter of 2020, due primarily to the
increase in net sales. The Company’s reported gross margin in the first quarter of 2021 was 36.3% compared to 35.4% in the first
quarter of 2020. The Company’s current quarter gross margin includes the impact of the inventory fair value step up described above.
Excluding this and other one-time increases to COGS including accelerated depreciation in both periods, described in the Non-GAAP
Measures section of this Item above, the Company estimates that its gross margins in the first quarters of 2021 and 2020 would have
been approximately 36.6% and 35.5%, respectively. While the Company has experienced higher raw material costs beginning in the
fourth quarter of 2020 and continuing into 2021, the higher gross margin as compared to the prior year first quarter was primarily
driven by the Company’s continued execution of Combination-related logistics, procurement and manufacturing cost savings
initiatives as well as the benefit of higher volumes in the current quarter and the related impact from fixed manufacturing costs.

SG&A in the first quarter of 2021 increased $5.6 million or 6% compared to the first quarter of 2020 due primarily to additional
SG&A from acquisitions, increases due to foreign currency translation and $0.5 million of CEO transition costs described in the Non-
GAAP Measures section of this Item, above, partially offset by lower travel expenses and a decrease in the service component of the
Company’s pension and postretirement benefits as a result of the first quarter of 2020 termination of its Legacy Quaker U.S. pension
plan.

During the first quarter of 2021 the Company incurred $5.8 million of Combination, integration and other acquisition-related
expenses primarily for professional fees related to Houghton integration and other acquisition-related activities. Comparatively, the
Company incurred $7.9 million of expenses in the prior year first quarter, primarily due to various professional fees related to legal,
financial and other advisory and consultant expenses for integration activities. See the Non-GAAP Measures section of this Item,
above.

The Company initiated a restructuring program during the third quarter of 2019 as part of its global plan to realize cost synergies
associated with the Combination that occurred during 2019 and 2020 and are expected to continue throughout 2021. The Company
incurred restructuring and related charges for reductions in headcount and site closures under this program of $1.2 million and $1.7
million during the first quarters of 2021 and 2020, respectively. See the Non-GAAP Measures section of this Item, above.

During the first quarter of 2020, the Company recorded a $38.0 million non-cash impairment charge to write down the value of
certain indefinite-lived intangible assets associated with the Combination. This non-cash impairment charge was related to certain
acquired Houghton trademarks and tradenames and was primarily the result of the projected negative impacts of COVID-19 as of
March 31, 2020 on their estimated fair values. There was no similar impairment charges recorded during the first quarter of 2021.

Operating income in the first quarter of 2021 was $44.9 million compared to an operating loss of $12.4 million in the first quarter
of 2020. Excluding Combination, integration and other acquisition-related expenses, restructuring and related charges, the indefinite-
lived intangible asset impairment charge, and other expenses that are not indicative of the future operating performance of the
Company described in the Non-GAAP Measures section of this Item, above, the Company’s current quarter non-GAAP operating
income increased to $53.7 million compared to $36.0 million in the prior year first quarter primarily due to the increase in net sales
described above and the benefits from cost savings initiatives related to the Combination.

The Company had other income, net, of $4.7 million in the first quarter of 2021 compared to other expense, net of $21.2 million
in the first quarter of 2020. The quarter-over-quarter change was primarily due to the first quarter of 2021 gain on the sale of certain
held-for-sale real property assets compared to the first quarter of 2020 pension plan settlement charge associated with the termination
of the Legacy Quaker U.S. Pension Plan. See the Non-GAAP Measures section of this Item, above. Partially offsetting these impacts
quarter-over-quarter were foreign currency transaction losses of $1.5 million in the first quarter of 2021 compared to foreign currency
transaction gains of $0.8 million in the first quarter of 2020.
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Interest expense, net, decreased $3.0 million compared to the first quarter of 2020, due to a decline in interest rates in the current
period over the first quarter of 2020, as the weighted average interest rate incurred on outstanding borrowings under the Company’ s
credit facility was less than 2% during the first quarter of 2021 compared to approximately 3% during the first quarter of 2020.

The Company’s effective tax rates for the first quarters of 2021 and 2020 were an expense of 24.2% and a benefit of 31.1%,
respectively. The Company’s effective tax rate for the three months ended March 31, 2021 was impacted by the sale of certain held-
for-sale real property assets related to the Combination as well as certain U.S. tax law changes. Comparatively, the prior year first
quarter effective tax rate was impacted by the tax effect of certain one-time pre-tax losses as well as certain tax charges and benefits in
the current period including those related to changes in foreign tax credit valuation allowances, tax law changes in a foreign
jurisdiction, and the tax impacts of the Company’s termination of its Legacy Quaker U.S. Pension Plan and the Houghton indefinite-
lived trademarks and tradename intangible asset impairment. Excluding the impact of these items as well as all other non-core items
in each quarter, described in the Non-GAAP Measures section of this Item, above, the Company estimates that its effective tax rates
for the first quarter of 2021 and 2020 would have been approximately 25% and 22%, respectively. This quarter-over-quarter increase
was largely driven by the impact of higher pre-tax income in the current quarter as compared to the prior year quarter on certain tax
adjustments as well as increased withholding taxes on expected current year repatriated earnings. The Company expects continued
volatility in its effective tax rates due to several factors, including the timing of tax audits and the expiration of applicable statutes of
limitations as they relate to uncertain tax positions, the unpredictability of the timing and amount of certain incentives in various tax
jurisdictions, the treatment of certain acquisition-related costs and the timing and amount of certain share-based compensation-related
tax benefits, among other factors.

Equity in net income of associated companies increased $4.5 million in the first quarter of 2021 compared to the first quarter of
2020, primarily due to current quarter income from the Company’s interest in a captive insurance company compared to losses in the
prior year first quarter. See the Non-GAAP Measures section of this Item, above. In addition, the Company had higher earnings
quarter-over-quarter from the Company’s 50% interest in its joint venture in Korea.

Net income attributable to noncontrolling interest was less than $0.1 million in both the first quarters of 2021 and 2020.

Foreign exchange negatively impacted the Company’s first quarter of 2021 results by approximately 1% as higher foreign
exchange transaction losses quarter-over-quarter were partially offset by an aggregate positive impact from foreign currency
translation on earnings.

Reportable Segments Review - Comparison of the First Quarter of 2021 with the First Quarter of 2020

The Company’s reportable segments reflect the structure of the Company’s internal organization, the method by which the
Company’s resources are allocated and the manner by which the chief operating decision maker of the Company assesses its
performance. The Company has four reportable segments: (i) Americas; (ii) EMEA; (iii) Asia/Pacific; and (iv) Global Specialty
Businesses. The three geographic segments are composed of the net sales and operations in each respective region, excluding net
sales and operations managed globally by the Global Specialty Businesses segment, which includes the Company’s container, metal
finishing, mining, offshore, specialty coatings, specialty grease and Norman Hay businesses.

Segment operating earnings for each of the Company’s reportable segments are comprised of net sales less directly related COGS
and SG&A. Operating expenses not directly attributable to the net sales of each respective segment, such as certain corporate and
administrative costs, Combination, integration and other acquisition-related expenses, and Restructuring and related charges, are not
included in segment operating earnings. Other items not specifically identified with the Company’s reportable segments include
interest expense, net and other income (expense), net.

Americas

Americas represented approximately 31% of the Company’s consolidated net sales in the first quarter of 2021. The segment’s net
sales were $134.9 million, an increase of $5.0 million or 4% compared to the first quarter of 2020. The increase in net sales reflects
the inclusion of additional net sales from acquisitions, primarily Coral. Excluding net sales from acquisitions, the segment’s net sales
were relatively flat compared to the prior year first quarter as the increases from selling price and product mix of 2% were offset by
the negative impacts of foreign currency transaction of 2%. The foreign exchange impact was primarily due to the weakening of the
Brazilian real against the U.S. dollar, as this exchange rate averaged 5.46 in the first quarter of 2021 compared to 4.43 in the first
quarter of 2020. This segment’s operating earnings were $32.2 million, an increase of $3.0 million or 10% compared to the first
quarter of 2020. The increase in segment operating earnings reflects the higher net sales described above coupled with a higher
current quarter gross margin, partially offset by slightly higher SG&A, including SG&A from acquisitions.
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EMEA

EMEA represented approximately 28% of the Company’s consolidated net sales in the first quarter of 2021. The segment’s net
sales were $119.8 million, an increase of $15.0 million or 14% compared to the first quarter of 2020. The increase in net sales was
driven by increases in volumes of 3%, a benefit from selling price and product mix of 2%, additional set sales from acquisitions of less
than 1% and a positive impact from foreign currency translation of 8%. The current quarter volume increase was driven by the
continued gradual economic rebound from the COVID-19 slowdown. The foreign exchange impact was primarily due to the
strengthening of the euro against the U.S. dollar as this exchange rate averaged 1.21 in the first quarter of 2021 compared to 1.10 in
the first quarter of 2020. This segment’s operating earnings were $25.2 million, an increase of $6.9 million or 38% compared to the
first quarter of 2020. The increase in segment operating earnings reflects the higher net sales described above coupled with higher
current quarter gross margin and relatively flat SG&A.

Asia/Pacific

Asia/Pacific represented approximately 23% of the Company’s consolidated net sales in the first quarter of 2021. The segment’s
net sales were $96.7 million, an increase of $23.2 million or 31% compared to the first quarter of 2020. The increase in net sales
reflects increases in volumes of 28% and the positive impact of foreign currency translation of 7% partially offset by decreases in
selling price and product mix of 4%. The increases in volume was primarily driven by the continued gradual economic rebound from
the COVID-19 slowdown as the pandemic notably impacted China during the first quarter of 2020. The foreign exchange impact was
primarily due to the strengthening of the Chinese renminbi against the U.S. dollar as this exchange rate averaged 6.48 in the first
quarter of 2021 compared to 6.98 in the first quarter of 2020. This segment’s operating earnings were $27.5 million, an increase of
$8.0 million or 41% compared to the first quarter of 2020. The increase in segment operating earnings reflects the higher net sales
described above on a relatively consistent gross margin quarter-over-quarter. These increases were partially offset by higher SG&A
which was driven by the segment’s improved operating performance compared to the first quarter of 2020.

Global Specialty Businesses

Global Specialty Businesses represented approximately 18% of the Company’s consolidated net sales in the first quarter of 2021.
The segment’s net sales were $78.4 million, an increase of $8.1 million or 12% compared to the first quarter of 2020. The increase in
net sales reflects the inclusion of additional net sales from the Company’s Coral Chemical acquisition. Excluding net sales from
acquisitions, the segment’s net sales would have increased 6% quarter-over-quarter driven by increases in selling price and product
mix, including Norman Hay, of approximately 20% and the positive impact from foreign currency translation of 2%, partially offset
by decreases in volumes of 16%. The foreign exchange impact was primarily due to the strengthening of the euro against the U.S.
dollar described in the EMEA section above, partially offset by the weakening of the Brazilian real against the U.S. dollar described in
the Americas section, above. Both the changes in selling price and product mix and sales volume were primarily driven by higher
shipments of a lower priced product in the Company’s mining business in the prior year, without the impact of this mining business
item, this segment’s volumes would have been relatively consistent quarter-over-quarter. This segment’s operating earnings were
$24.2 million, an increase of $3.6 million or 18% compared to the first quarter of 2020. The increase in segment operating earnings
reflects the higher net sales described above coupled with higher current quarter gross margin and relatively flat SG&A.

Factors That May Affect Our Future Results
(Cautionary Statements Under the Private Securities Litigation Reform Act of 1995)

Certain information included in this Report and other materials filed or to be filed by Quaker Chemical Corporation with the
Securities and Exchange Commission (“SEC”) (as well as information included in oral statements or other written statements made or
to be made by us) contain or may contain forward-looking statements within the meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These statements can be identified by the
fact that they do not relate strictly to historical or current facts. We have based these forward-looking statements, including statements
regarding the potential effects of the COVID-19 pandemic on the Company’s business, results of operations, and financial condition,
our expectation that we will maintain sufficient liquidity and remediate any of our material weaknesses in internal control over
financial reporting on our current expectations about future events, and statements regarding the impact of increased raw material
costs and pricing initiatives.

These forward-looking statements include statements with respect to our beliefs, plans, objectives, goals, expectations,
anticipations, intentions, financial condition, results of operations, future performance, and business, including:

. the potential benefits of the Combination and other acquisitions;

. the impacts on our business as a result of the COVID-19 pandemic and any projected global economic rebound or
anticipated positive results due to Company actions taken in response to the pandemic;

. our current and future results and plans; and

. statements that include the words “may,” “could,” “should,” “would,” “believe,” “expect,” “anticipate,” “estimate,”

“intend,” “plan” or similar expressions.
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Such statements include information relating to current and future business activities, operational matters, capital spending, and
financing sources. From time to time, forward-looking statements are also included in the Company’s other periodic reports on Forms
10-K, 10-Q and 8-K, press releases, and other materials released to, or statements made to, the public.

Any or all of the forward-looking statements in this Report, in the Company’s Annual Report to Shareholders for 2020 and in any
other public statements we make may turn out to be wrong. This can occur as a result of inaccurate assumptions or as a consequence
of known or unknown risks and uncertainties. Many factors discussed in this Report will be important in determining our future
performance. Consequently, actual results may differ materially from those that might be anticipated from our forward-looking
statements.

We undertake no obligation to publicly update any forward-looking statements, whether as a result of new information, future
events or otherwise. However, any further disclosures made on related subjects in the Company’s subsequent reports on Forms 10-K,
10-Q, 8-K and other related filings should be consulted. A major risk is that demand for the Company’s products and services is
largely derived from the demand for our customers’ products, which subjects the Company to uncertainties related to downturns in a
customer’s business and unanticipated customer production shutdowns, including as is currently being experienced by many
automotive industry companies. Other major risks and uncertainties include, but are not limited to, the primary and secondary impacts
of the COVID-19 pandemic, including actions taken in response to the pandemic by various governments, which could exacerbate
some or all of the other risks and uncertainties faced by the Company, including the potential for significant increases in raw material
costs, supply chain disruptions, customer financial instability, worldwide economic and political disruptions, foreign currency
fluctuations, significant changes in applicable tax rates and regulations, future terrorist attacks and other acts of violence.
Furthermore, the Company is subject to the same business cycles as those experienced by our customers in the steel, automobile,
aircraft, industrial equipment, and durable goods industries. The ultimate impact of COVID-19 on our business will depend on,
among other things, the extent and duration of the pandemic, the severity of the disease and the number of people infected with the
virus, the continued uncertainty regarding global availability, administration, acceptance and long-term efficacy of vaccines, or other
treatments for COVID-19 or its variants, the longer-term effects on the economy by the pandemic, including the resulting market
volatility, and by the measures taken by governmental authorities and other third parties restricting day-to-day life and business
operations and the length of time that such measures remain in place, as well as laws and other governmental programs implemented
to address the pandemic or assist impacted businesses, such as fiscal stimulus and other legislation designed to deliver monetary aid
and other relief. Other factors could also adversely affect us, including those related to the Combination and other acquisitions and the
integration of acquired businesses. Our forward-looking statements are subject to risks, uncertainties and assumptions about the
Company and its operations that are subject to change based on various important factors, some of which are beyond our control.
These risks, uncertainties, and possible inaccurate assumptions relevant to our business could cause our actual results to differ
materially from expected and historical results.

Therefore, we caution you not to place undue reliance on our forward-looking statements. For more information regarding these
risks and uncertainties as well as certain additional risks that we face, refer to the Risk Factors section, which appears in Item 1A in
our 2020 Form 10-K and in our quarterly and other reports filed from time to time with the SEC. This discussion is provided as
permitted by the Private Securities Litigation Reform Act of 1995.

Quaker Houghton on the Internet

Financial results, news and other information about Quaker Houghton can be accessed from the Company’s website at
https://www.quakerhoughton.com. This site includes important information on the Company’s locations, products and services,
financial reports, news releases and career opportunities. The Company’s periodic and current reports on Forms 10-K, 10-Q, 8-K, and
other filings, including exhibits and supplemental schedules filed therewith, and amendments to those reports, filed with the SEC are
available on the Company’s website, free of charge, as soon as reasonably practicable after they are electronically filed with or
furnished to the SEC. Information contained on, or that may be accessed through, the Company’s website is not incorporated by
reference in this Report and, accordingly, you should not consider that information part of this Report.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk.

We have evaluated the information required under this Item that was disclosed in Part II, Item 7A, of our Annual Report on Form
10-K for the year ended December 31, 2020, and we believe there has been no material change to that information.
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Item 4. Controls and Procedures.

Evaluation of disclosure controls and procedures. As required by Rule 13a-15(b) under the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), our management, including our principal executive officer and principal financial officer, has
evaluated the effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15(e) under the Exchange Act ) as of the
end of the period covered by this Report. Based on that evaluation, our principal executive officer and our principal financial officer
have concluded that, as of the end of the period covered by this Report, our disclosure controls and procedures (as defined in Rule
13a-15(e) under the Exchange Act) were not effective as of March 31, 2021 because of the material weaknesses in our internal control
over financial reporting, as described below.

As previously disclosed in “Item 9A. Controls and Procedures.” in the Company’s 2020 Form 10-K, through the process of
evaluating risks and corresponding changes to the design of existing or the implementation of new controls in light of the significant
non-recurring transactions that occurred during 2019, including the Combination, the Company identified certain deficiencies in its
application of the principles associated with the Committee of Sponsoring Organization of the Treadway Commission in Internal
Control — Integrated Framework (2013) that management has concluded in the aggregate constitute a material weakness. A material
weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of annual or interim financial statements will not be prevented or detected on a timely basis.
We did not design and maintain effective controls in response to the risks of material misstatement. Specifically, changes to existing
controls or the implementation of new controls were not sufficient to respond to changes to the risks of material misstatement in
financial reporting as a result of becoming a larger, more complex global organization due to the Combination. This material
weakness also contributed to an additional material weakness as we did not design and maintain effective controls over the review of
pricing, quantity and customer data to verify that revenue recognized was complete and accurate. These material weaknesses did not
result in material misstatements to the interim or annual consolidated financial statements. However, these material weaknesses could
result in misstatements to our account balances and disclosures that could result in a material misstatement to the interim or annual
consolidated financial statements that would not be prevented or detected.

Notwithstanding these material weaknesses, the Company has concluded that the unaudited condensed consolidated financial
statements included in this Report present fairly, in all material respects, the financial position of the Company as of March 31, 2021
and December 31, 2020, and that the results of its operations and its cash flows and changes in equity for both the three month periods
ended March 31, 2021 and March 31, 2020, are in conformity with accounting principles generally accepted in the United States of
America.

Progress on Remediation of Material Weaknesses

The Company and its Board of Directors, including the Audit Committee of the Board of Directors, are committed to maintaining
a strong internal control environment. Since identifying the material weaknesses, the Company has dedicated a significant amount of
time and resources to remediate all of the previously identified material weaknesses as quickly and effectively as possible. In 2020, the
Company dedicated multiple internal resources and supplemented those internal resources with various third-party specialists to assist
with the formalization of a robust and detailed remediation plan. In undertaking remediation activities, the Company has hired
additional personnel dedicated to financial and information technology compliance to further supplement its internal resources. In
addition, the Company has established a global network of personnel to assist local management in understanding control performance
and documentation requirements. In order to sustain this network, the Company conducts periodic trainings and hosts discussions to
address questions on a current basis. However, the impact of COVID-19, including travel restrictions and remote work arrangements
required the Company to adapt and make changes to its internal controls integration plans as well as its remediation plans, and has
presented and is expected to continue to present challenges with regards to the timing of the Company’s remediation and integration
plan activities.

Despite the challenges brought on by COVID-19 and driven by the Company’s priority of creating a long-term sustainable control
structure to ensure stability for a company that has more than doubled in size since August 2019, the Company continues to make
substantial strides towards remediating the underlying causes of the previously disclosed material weaknesses in our risk assessment
process and within our revenue process, as further discussed below.

Risk Assessment — We previously determined that our risk assessment process was not designed adequately to respond to changes
to the risks of material misstatement to financial reporting. In order to remediate this material weakness, we have designed and
implemented an improved risk assessment process, including identifying and assessing those risks attendant to the significant changes
within the Company as a result of becoming a larger, more complex global organization due to the Combination. During 2020, a full
review was performed of our processes and controls across significant locations in order to identify and address potential design gaps.
In addition to individual transactional-level control enhancements, this review resulted in (i) an enhanced financial statement risk
assessment, (ii) the standardization of existing legal entity and newly implemented segment quarterly analytics and quarterly closing
packages completed by key financial reporting personnel, (iii) a global account reconciliation review program and (iv) enhancements
to our quarterly identification and reassessment of new and existing business and information technology risks that could affect our
financial reporting. Monitoring is also performed through our enhanced quarterly controls certification process, whereby changes in
business or information technology processes or control owners are identified and addressed timely. Although we have implemented
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and tested the additional controls as noted in our remediation plan and found them to be effective, this material weakness will not be
considered remediated due to the Revenue — Price and Quantity material weakness, discussed below. Once the Revenue — Price and
Quantity material weakness is remediated, we expect the Risk Assessment material weakness will also be remediated.

Revenue — Price and Quantity — We previously determined that we did not design and maintain effective controls over the review
of pricing, quantity and customer data to verify that revenue recognized was complete and accurate. In order to remediate this
material weakness, the Company made significant progress in its redesign of certain aspects of its revenue process and related
controls. The Company has identified and agreed upon design enhancements and requirements for each revenue sub-process. The
design includes enhancements to entity-level and transactional -level manual controls as well as IT general and application controls
and the Company is in the process of implementing these design changes both centrally and locally. However, because the additional
controls have not been fully implemented and tested, this material weakness is not yet remediated. This existing material weakness
will not be considered remediated until the applicable remedial controls have been fully implemented and operate for a sufficient
period of time and management has concluded, through testing, that the controls are operating effectively.

Given the significant resources the Company has dedicated to remediation of its material weaknesses, the Company is committed
to remediation and expects that in 2021 it will successfully implement the enhanced design of its revenue processes and have a
sufficient operational effectiveness period to evidence remediation over its price and quantity material weakness and, concurrently,
evidence remediation over its risk assessment material weakness in 2021 as well.

Changes in internal control over financial reporting. As required by Rule 13a-15(d) under the Exchange Act, our
management, including our principal executive officer and principal financial officer, has evaluated our internal control over
financial reporting to determine whether any changes to our internal control over financial reporting occurred during the
quarter ended March 31, 2021 that have materially affected, or are reasonably likely to materially affect, our internal control
over financial reporting. Based on that evaluation, there were no changes that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting during the quarter ended March 31, 2021.
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PART II.
OTHER INFORMATION

Items 3, 4 and 5 of Part II are inapplicable and have been omitted.

Item 1. Legal Proceedings.

Incorporated by reference is the information in Note 19 of the Notes to the Condensed Consolidated Financial Statements in Part
I, Item 1, of this Report.

Item 1A. Risk Factors.

In addition to the other information set forth in this Report, you should carefully consider the risk factors previously disclosed in
Part I, Item 1A of our 2020 Form 10-K, which includes the on-going risk and uncertainty related to the outbreak of COVID-19 and its
impact on business and economic conditions. The risks associated with COVID-19 and the other risks described in our 2020 Form
10-K are not the only risks we face. Additional risks and uncertainties not currently known to us or that we currently deem to be
immaterial may also materially and adversely affect our business, financial condition or operating results.

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

The following table sets forth information concerning shares of the Company’s common stock acquired by the Company during
the period covered by this Report:

© (d)

Total Number of Approximate Dollar

(a) (b) Shares Purchased Value of Shares that
Total Number Average as part of May Yet be

of Shares Price Paid Publicly Announced Purchased Under the

Period Purchased (1) Per Share (2) Plans or Programs Plans or Programs (3)
January 1 - January 31 — $ — — $ 86,865,026
February 1 - February 28 4,595 $ 284.56 — $ 86,865,026
March 1 - March 31 45 $ 240.55 — $ 86,865,026
Total 4,640 $ 284.14 — $ 86,865,026

(1) All of these shares were acquired from employees upon their surrender of Quaker Chemical Corporation shares in payment of
the exercise price of employee stock options exercised or for the payment of taxes upon exercise of employee stock options
or the vesting of restricted stock.

(2) The price paid for shares acquired from employees pursuant to employee benefit and share-based compensation plans is, in
each case, based on the closing price of the Company’s common stock on the date of exercise or vesting as specified by the
plan pursuant to which the applicable option or restricted stock was granted.

(3) On May 6, 2015, the Board of Directors of the Company approved, and the Company announced, a share repurchase
program, pursuant to which the Company is authorized to repurchase up to $100,000,000 of Quaker Chemical Corporation
common stock (the “2015 Share Repurchase Program”), and it has no expiration date. There were no shares acquired by the
Company pursuant to the 2015 Share Repurchase Program during the quarter ended March 31, 2021.

Limitation on the Payment of Dividends

The New Credit Facility has certain limitations on the payment of dividends and other so-called restricted payments. See Note 15
of Notes to Condensed Consolidated Financial Statements, in Part I, Item 1, of this Report.
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Item 6. Exhibits.

(a) Exhibits

3.1

3.2

10.1
10.2

10.3

10.4
31.1

31.2

32.1

32.2
101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE
104

Memorandum of Employment by and between the Registrant and Shane Hostetter dated and effective April 19, 2021. *T
Form of Change of Control Agreement by and between the Registrant and certain executive officers (including Robert

filed by the Registrant with Form 10-Q, filed on November 12, 2019. T
Memorandum of Employment by and between the Registrant and David Will dated March 22, 2021 and effective April

19,2021, *T
Chief Executive Officer Transition Agreement dated April 22, 2021 effective December 31, 2021. *1

Certification of Chief Executive Officer of the Company pursuant to Rule 13a-14(a)_of the Securities Exchange Act of
1934.*

Certification of Chief Financial Officer of the Company pursuant to Rule 13a-14(a)_of the Securities Exchange Act of
1934.*

Certification of Chief Executive Officer of the Company Pursuant to 18 U.S. C. Section 1350.**

Certification of Chief Financial Officer of the Company Pursuant to 18 U.S. C. Section 1350.**
Inline XBRL Instance Document*

Inline XBRL Taxonomy Extension Schema Document*

Inline XBRL Taxonomy Calculation Linkbase Document*

Inline XBRL Taxonomy Definition Linkbase Document*

Inline XBRL Taxonomy Label Linkbase Document*
Inline XBRL Taxonomy Presentation Linkbase Document*

Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101.INS)*

* Filed herewith.
** Furnished herewith.
T Management contract or compensatory plan.

Sk 3k 3 sk 3k sk sk ke Sk

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

QUAKER CHEMICAL CORPORATION
(Registrant)

/s/ Shane W. Hostetter

Date: May 6, 2021 Shane W. Hostetter, Senior Vice President, Chief Financial

Officer (officer duly authorized on behalf of, and principal
financial officer of, the Registrant)
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EXHIBIT 10.1
MEMORANDUM OF EMPLOYMENT

April 19, 2021
Shane W. Hostetter
[ Redacted ]

The parties to this Memorandum of Employment (“Agreenfimaile #¢ Hostettend Quaker Chemical
Corporatigm Pennsylvania corporation, doing business as Quaker Houghton (“Quaker Houghton” or the “Company”).

You are appointed Quaker Houghton’s Senior Vice President and Chief Financial Officer effective as of the
and Quglses Haughfiegvwishes to enter into this Agreement containing certain covenants in connection with this

appointment.
NOW THEREFORE in consideration of the mutual promises and covenants herein contained and intending

hobadbesely the parties hereto agree as follows:

1. Duties

Quaker Houghton agrees to employ you and you agree to serve as Quaker Houghton’s Senior Vice
Financipl-&ffiegt, dagatagdat our Conshohocken, PA facility. You shall perform all duties consistent with such position
asheeuisesriat are assigned to you from time to time by Quaker Houghton’s Chief Executive Officer. You agree that
abyagrheplament with Quaker Houghton to devote your knowledge, skill, and working time solely and exclusively
anehigrtarerisaf Quaker Houghton and its subsidiaries. Any and all prior employment or other agreements, with the
Apiaptidn 392ReChange of Control agreement, are hereby terminated and have no further legal effect.

2. _Compensation

Your base salary will be determined from time to time by the Compensation and Human Resources Committee
offlpieBeEsdin consultation with the Chief Executive Officer. In addition, you will be entitled to participate, to the
anpent kes Klpughton’s annual and long term incentive plans, retirement savings plan (401k plan), and will be
ohfifedd pﬁi{hﬁsn@nd medical, dental, and other benefits as are made generally available by Quaker Houghton to its

CIRHINEES. S,
3. ent

Your employment with Quaker Houghton may be terminated on thirty (30) days' written notice by either
withoutlfawye Qritigason whatsoever. Within thirty (30) days after termination of your employment, you will be given
al m@amjdgmfou. Notwithstanding the foregoing, Quaker Houghton has the right to terminate your employment
ﬂ}j@ﬁﬂ@@)ﬂlﬂyﬁ’ notice for Cause (as defined below).

4. —_Covenant Not to Disclose
a. You acknowledge that the identity of Quaker Houghton's (and any of Quaker Houghton's affiliates’)
requirepeiismeésuchcustomers, pricing and payment terms quoted and charged to such customers, the identity of
eyRiNisrIoughienss of supply (and the suppliers and related terms of supply of any of Quaker Houghton's
mrnegrmenisertiicds are being provided), information concerning the method and conduct of Quaker Houghton's (and
haginesdiseel) as formulae, formulation information, application technology, manufacturing information,
piRlegia andforarkgong plans, financial information, financial statements (audited and unaudited), budgets, corporate
pracadeseantesearch and development efforts, and laboratory test methods and all of Quaker Houghton's (and its
defeuEesT maaiess, letters, records, and computer programs are Quaker Houghton's confidential information
{némtigridland are Quaker Houghton’s (and/or any of its affiliates’, as the case may be) sole and exclusive
apeifio Wae daréeg or following your employment with Quaker Houghton will you appropriate for your own use,
anndizedtypagsthrough any other individual or entity or to any third party, any Quaker Houghton Confidential
IeiaviRRiieih OUperr employment with Quaker Houghton and prior to final payment of all monies due to you under
gdutigineoupeaijuaker Houghton's request, you agree to surrender immediately to Quaker Houghton any and all
ResgessiourOReaRtrol which include or contain any Quaker Houghton Confidential Information.
b. You acknowledge that, by this Section 4(b), you have been notified in accordance with the Defend
Act thatTRelavithsterzding the foregoing:
i You will not be held criminally or civilly liable under any federal or state trade secret
Agreement for the disclosure pfycgpfigential Information that: (A) you make (1) in confidence to a federal, state, or
Wiéidiglwddaenedirectly or indirectly, or to your attorney; and (2) solely for the purpose of reporting or
Miokationdaw s @sdéledou make in a complaint or other document that is filed under seal in a lawsuit or other

proceeding.
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(ii) If you file a lawsuit for retaliation by Quaker Houghton for reporting a suspected
you may disclose Confidential {zifaisiptipmi@ your attorney and use the Confidential Information in the court
pe et qoufaining Confidential Information under seal and (B) do not disclose Confidential Information,

eguepopdfiuant to

c. Additionally, Quaker Houghton confirms that nothing in this Agreement is intended to or shall
iﬁ-@,}‘éﬁ]@ Mj’ﬁ@dﬁogf right, without prior notice to Quaker Houghton, to provide information to the government,
gamecipaenininygstigations, file a court or administrative complaint, testify in proceedings regarding Quaker

1% ggs fuane future activities protected under any statute administered by any government agency.

5. —Covenant Not to Compete

In consideration of your new position with Quaker Houghton and the training and Confidential Information you
from Qupkes Feughton, you agree that during your employment with Quaker Houghton and for a period of one (1)
yegardlessadiethe reason for your termination, you will not:

a. directly or indirectly, together or separately or with any third party, whether as an employee,
partner,;pdickhod¢iophfi@ess, director, or investor, or in a joint venture or any other capacity whatsoever, actively
apgispenfidnesiiesspidirm in business as a manufacturer, seller, or distributor of specialty chemical products which are
s 50,1 fgewhich compete with Quaker Houghton’s (or any of its affiliates”) products or services; and

b. directly or indirectly recruit, solicit or encourage any Quaker Houghton (or any of its affiliates’)
otherwisgnisidyee siich employee to leave Quaker Houghton’s (or any of its affiliates’) employ, or to become an
bmpisgeindotsivyize or any firm, corporation, business, or other entity with which you are or may become
associated: and solicit or induce any of Quaker Houghton's suppliers of products and/or services (or a supplier of
serviceslmf@l@@m{ﬂﬁnwho is being provided or solicited for the provision of chemical management services by
QuaeaE 6w ghtehifsgontractual relationship with Quaker Houghton (and/or any such customer).

The partieS consider these restrictions reasonable, including the period of time during which the restrictions
Howeveiigifefaytigstriction or the period of time specified should be found to be unreasonable in any court

teldongshglbheueRdified or the period of time shall be shortened as is found to be reasonable so that the foregoing
eomnpeisrRaythe enforced. You agree that in the event of a breach or threatened breach by you of the provisions of
deveasmistb@ntained in Section 4 or in this Section 5, Quaker Houghton will suffer irreparable harm, and monetary
hermRcedagustasemedy. Therefore, if any breach occurs, or is threatened, in addition to all other remedies
M&%ﬂ@;@ & in equity, Quaker Houghton shall be entitled as a matter of right to specific performance of
tentaineddigtein by way of temporary or permanent injunctive relief. In the event of any breach of the restrictive
iy thisadectipiamddie term of the restrictive covenant shall be extended by a period of time equal to that period
bedinniplaépntieraaenced and ending when the activities constituting such violation cease.

6. _Contractual Restrictions

You represent and warrant to Quaker Houghton that: (a) there are no restrictions, agreements, or understandings
are a pastyviieh yowld prevent or make unlawful your employment with Quaker Houghton and (b) your
&ﬁpgiyﬁ{bﬁhaﬂgl%@ggp@ptitute a breach of any contract, agreement, or understanding, oral or written, to which you are
whighyyentsye bound. You further represent that you will not use any trade secret, proprietary or otherwise
beldiging dbiafiieiemployer or other third party in connection with your employment with Quaker Houghton.

7. _Inventions
All improvements, modifications, formulations, processes, discoveries or inventions ("Inventions"),

patentalewlbichoiveiss originated, conceived or developed by you solely or jointly with others (a) during your
Quakei: htgp: expense or at Quaker Houghton's premises or at a customer’s premises or (b) during your
Qﬁp@%}%h&ﬁh and additionally for a period of one year thereafter, and which relate to (i) Quaker Houghton’s
HRreaaec, progdychsy processes, devices, or machines under actual or anticipated development or investigation by
thafast iFfoebktbihat time or (ii) as the date of termination of employment, shall be Quaker Houghton’s sole

ropwptly digsioshdll Quaker Houghton all Inventions that you conceive or become aware of at any time during your
E}g Hewghiem and shall keep complete, accurate, and authentic notes, data and records of all Inventions and of all
Yastls @yyjointly with others, in the manner directed by Quaker Houghton. You hereby transfer and assign to
Ofuwdrer Fighighiohe,adnd interest in and to any and all Inventions which may be conceived or developed by you solely
erpsdyriRglyour employment with Quaker Houghton. You shall assist Quaker Houghton in applying, obtaining, and
bhitieemiainy Letters Patent and Foreign Letters Patent on any such Inventions and to take such other actions as may
Bes;irjd@]gsg@yp@@tect Quaker Houghton's interests therein. Upon request, you shall execute any and all applications,
ngﬁg‘rdﬁgﬁff.}ﬁ()'gs that Quaker Houghton deems necessary and desirable for such purposes. You have attached
HBERateRAtedsiyentions that you have made or conceived prior to your employment with Quaker Houghton, and it is
hprend ohatstiadbde excluded from the terms of this Agreement.
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8. Termination

Quaker Houghton, in its sole discretion, may terminate your employment at any time and for any reason,
defiprddirgingadée/gas incur a Separation from Service by decision and action of Quaker Houghton for any reason
detash tRad sty (as defined below), Quaker Houghton agrees to:

a. Provide you with reasonable outplacement assistance, either by providing the services in-kind, or by
reasonaplmebpeiies actually incurred by you in connection with your Separation from Service. The outplacement
pepvidedrgugingthe one-year period following your Separation from Service. If any expenses are to be reimbursed,

remEuespmesnt within eighteen months of your Separation from Service and reimbursement will be made within

BOIdEss of your

b. Pay you one year's severance in twenty -four semi-monthly installments commencing on the
continug AiedQweeer Hrughton’s normal semi-monthly payroll dates each month thereafter, each of which is equal
Bapshitysease salary at the time of your Separation from Service, provided you sign a Release within 45 days of the
Jourret eiice dthe Release or your Separation from Service. Continuation of medical and dental coverage’s will be
evraptdrualphHoughton severance program in place at the time of termination.

“Separation from Servinedns your separation from service with Quaker Houghton and its affiliates within the
of Treas. Reg. §1.409A-1(h) or gievrskigressor thereto.

“Cause’lneans your employment with Quaker Houghton has been terminated by reason of (i) your willful
breach of this Agieamestiaafter having received notice thereof and a reasonable opportunity to cure or correct) or
padidesnfabydishonesty, fraud, willful malfeasance, gross negligence, or other gross misconduct, in each case

aicqled your duties hereunder which is materially injurious to Quaker Houghton, or (iii) conviction of or plea
e0mieN ek Ridelony.

“Payment Datefleans (x) the 60th day after your Separation from Service or (y) if you are a specified
defined in Treas. Reg.&hi89A8e1(d3) as of the date of your Separation from Service, and the severance described in
debeeadorpgppansation subject to section 409A of the Code, the first business day of the seventh month following the
pasnthepavdiion from Service occurs. If the Payment Date is described in clause (y), the amount paid on the
mgidmalbmenghly installments that would have been paid earlier had clause (y) not been applicable, plus interest at
Jeaitwal PSineRate published in the Wall Street Journal on the date of your Separation from Service (or the previous
bucinday dgynigt a business day), for the period from the date payment would have been made had clause (y) not

Huayugppheate payment is made.

“Releasetheans a release (in a form satisfactory to Quaker Houghton) of any and all claims against Quaker
all related partieg{wiightespssd to all matters arising out of your employment with Quaker Houghton, or the termination
th@ﬁeﬁﬁ(gkhi@ﬁs for any entitlements under the terms of this Agreement or any plans or programs of Quaker Houghton
haverediiedyohenefit) that Quaker Houghton provides to you no later than ten days after your Separation from
Betacevided telFespwythin this time period, the severance shall be paid even if you do not sign a release.

“Disabilitytneans total and permanent disability as defined in the long-term disability plan maintained
Houghton for em t{%{ag@ﬁerallty or, if Quaker Houghton does not maintain such a plan, the long-term disability plan
r Houghton fo

maéRtaiseshbly Quake r employees generally.

9. _Indemnification.

The Company shall defend you and hold you harmless to the fullest extent permitted by applicable law in
aBlrdaimnagtan, suit, investigation or proceeding arising out of or relating to tperformance by you of services for, or
dixestosfgibicer or employee of the Company or any parent, subsidiary or atfiliate of the Company, or of any
enierppsesain die Company’s request. Expenses incurred by you in defending such claim, action, suit or
nicesadinmphat] chemaid by the Company in advance of the final disposition thereof upon the receipt by the

ingbynor on behalf of youto repay said amount unless it shall ultimately be determined that you are
indatediféedbbereunder; provided, however, that this shall not apply to a nonderivative action commenced by the

¥¥tnpany against
10. _Gaverning I.aw.

The provisions of this Agreement shall be construed in accordance with the laws of the Commonwealth
Pennsylygnia without reference to principles of conflicts of laws.
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11. Miscellaneous

This Agreement and any Change in Control Agreement to which you are a party, constitute the entire
concerrniigghetedbjeassraenered herein. In case any provision of this Agreement shall be invalid, illegal, or otherwise
theenpdidityblegality, and enforceability of the remaining provisions shall not thereby be affected or impaired. You may
ﬁéﬁf@g{,ﬁg}ghﬁgf or obligations under this Agreement without Quaker Houghton’s prior written consent. Quaker

i mement dssigndiscretion, including to any affiliate or upon a sale of assets or equity, merger or other
pepp etk thaidtakes; Houghton obtains the assignee’s written commitment to honor the terms and conditions
Asresmenhshall bergpyerned by, and construed in accordance with, the laws of the Commonwealth of Pennsylvania
anyhoenfléotef dews. This Agreement shall be binding upon you, your heirs, executors, and administrators and
benefihefdQyafipr Houghton as well as its successors and assigns. In the event of any overlap in the restrictions
Haeludieg Sredans 4 and/or 5 above, with similar restrictions contained in any other agreement, such restrictions shall

be asdd wge{hkrthe broadest restriction possible.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement the day and year first above

WITNES“ér:itten. QUAKER CHEMICAL CORPORATION DBA
QUAKER HOUGHTON

/s/ Robert T. Traub /s/ Michael F. Barry
Michael F. Barry

WITNESS:

/s/ Victoria K. Gehris /s/ Shane W. Hostetter

Shane W. Hostetter



Base Salary:

Annual and Long-
Term Bonuses:

Benefits:

PTO/Holidays:

Shane W. Hostetter
ADDENDUM 1

Your salary will be payable on a bi-weekly basis at an annualized rate of $390,000.
You will be eligible for your next salary increase in 2022.

For your position, you are eligible to participate in the Annual Incentive Plan
(“AIP”) with target and double target award percentages for 2021 under the AIP of
60% and 120%, respectively, of your base salary, dependent upon Quaker
Houghton’s financial results and other objectives to be determined.

You were eligible to participate in the 2021-2023 Long Term Incentive Plan (LTIP)
at a target level award of $103,000. In consideration of accepting your new role,
you award will be increased by $200,000 for a total target level award opportunity of
$303,000. Your award for the 2021-2023 performance period includes an even mix
of time-based restricted stock, stock options, and target performance stock units.

All incentive compensation awards are made at the Company’s discretion, are
subject to change, and require the approval of the Compensation Committee.

Quaker Houghton offers a Flexible Benefits Program that is subject to change. This
gives you the opportunity to choose from a variety of options creating a customized
benefits package. The following benefits are currently part of the program. In each
of these areas, you are offered a range of options so you may choose the ones that

make the most sense for your personal situation.

Medical

Dental

Life & AD&D Insurance

Long-term Disability

Health Care and Dependent Care Flexible Spending Accounts (FSAs)
Retirement Savings Plan (401k)

You will be eligible for the amount of PTO days per calendar year based on your
tenure with Quaker Houghton per the Company’s PTO Plan. In addition, you will
continue to be eligible to be paid for regional holidays. Unused PTO days will not
roll over from year to year (other than a maximum of 5 days in 2021 as previously
announced by the Company).



EXHIBIT 10.3

March 22, 2021

David Will
Quaker Houghton

Dear David:

Congratulations! I am pleased to offer you this promotion with Quaker Houghton as VP, Global Controller. Your
fontdivepasitidntgs April 19, 20&%.believe you can make significant contributions in this role and will find this
exciting and rewarding. Please gpyjgmuiieydetails of the offer below.

Salary
Your new annualized salary is $260,000 and is inclusive of your 2020 merit increase and is effe2€ize. oWcApwilllBe
eligible for your next merit increase in April 2022, reflective of performance year 2021.

Annual Incentive Plan
You will be eligible to participate in our 2021 Annual Incentive Plan (AIP), with an annual bonus target of 30% of your
base salary.
Long Term Incentive Plan
You will be eligible to participate in our 2021 Long Term Incentive Plan (LTIP) at a level valued at $70,000 which is
He11000egsdnhyou received on MatchThe $23,000 value in the difference will be reflected in an additional grant on
date of April 19, 2021. As a remindggihetgrant will consist of Restricted Stock (60%) and Performance Stock Units
40%).
he tgrms and conditions of your employment as they existed remain in effect, except as specifically set forth above
frednvleatyetorigned previously. Quaker Houghton reserves the right to modify your job title, duties and

€ompanyarides.aratiras and other terms of employment.

We are excited about this opportunity for you David and look forward to you accepting this role with Quaker
reyighitohthisfedferoplease sign below to confirm your acceptance and return to me with a copy to Rob Traub and Kym

Johnson.
Sincerely,

/s/ Shane Hostetter
Shane Hostetter
VP, Finance and Chief Accounting Officer

Employee Offer Acceptance
I accept the terms and conditions outlined above:

[s/ David Will 4/7/2021
David Will Date




EXHIBIT 10.4
TRANSITION AGREEMENT

This Transition Agreement (Agé€emeri), dated as of April 22, 2021 is made between Michael ExBartivg*
and Quaker Chemical Corporatipmalet or the Compariy).

WHEREAS, Executive and Quaker are parties to the Employment Agreement dated July 1, 2008 regarding
emplgymenias’she Company’s Chief Executive Officer and PreEmgplioftheefit Agreeni¢nt

WHEREAS, Executive and Quaker contemplate that effective December 31, 2021, Executive will retire as the
Exeepitive Officer and President and will continue to serve on the Board of Directors of thBéamilpany (tha-*
executive director;

WHEREAS, as used in this Agreement, any reference to Executive shall include Executive and, in their capacities
Execygiv@¢hheirs, administrators, representatives, executors, legatees, successors, agents and assigns; and

WHEREAS, all capitalized terms used but not defined in this Agreement shall have the meanings ascribed to such
Empleymen fgreement;

In consideration of the mutual promises, agreements and representations contained herein, the parties agree as
follows:

1. TransitionExecutive shall continue to serve as President and Chief Executive Officer of the Company, at his
compensatigrefinidiging the full amount of his Annual IncefiiR’Pbam(s earned with respect to calendar year 2021)
and benefits (with such increases as may be approved by the Board) through December 31, 2021. Effective January
Expgngve shall resign as an employee of the Company, and from such positions and from all positions as an officer
amyduempamy subsidiary (but, for the sake of clarity, he shall not be expected to resign as a director of the
Wil paapppKebeéithe Board, Executive may resign from such positions prior to January 1, 2022, and in that

dfiSHiES; aBsagifas an employee prior to January 1, 2022. In either event, Executive shall make himself reasonably
thedBladid to provide strategic advice and counsel through December 31, 2021 and shall continue to receive,
Hrot@RIrshesamerlevel of compensation and benefits to which he was entitled as of the date of his resignation as
Qﬁgé%gmegﬁave Officer (including the full amount of his AIP bonus earned with respect to calendar year 2021). If
egstidand Executive provides his written consent, Executive’s employment may be extended beyond December
gurreop leyehrf compensation and benefits, or upon such other terms and conditions that the Board and Executive
agrpentheatlgte of Executive’s resignation as President and Chief Executive Officer of the Company is referred to
fhgieement as thRésignation Ddt&ollowing his resignation as President and Chief Executive Officer, Executive
subject to further action by the BRand, continue to serve as Chair of the Board, in the capacity as non-executive
Chair.

2. Compensatiomnf the Resignation Date occurs before January 1, 2022, the Company shall compensate Executive
December 31114@blas provided in Section 1 above. From and after January 1, 2022 and continuing for as long as
sarvestasa director, the Company shall compensate Executive for his services as a director on the same basis as it

gement members of the Board and shall pay him additional compensation of $100,000 per annum (or
Jaedusieasanay be approved by the Board) for his services as non-executive Chair. Such compensation shall be paid
basikasdhfcompensation payable to the Lead Director (if there is one, otherwise on the same basis as for those
asrebadrs efPnard committees), pro-rated in the event of a partial year; provided that Executive’s compensation for
saivigegytive Chair shall, if paid in cash, shall be paid in monthly installments. The Company shall reimburse
Easenabtefbysiness expenses incurred by him in the performance of duties as a director and non-executive Chair in
withridencempany’s business expense reimbursement policies. While serving as non-executive Chair, the Company
Ehedepiyeindth support services as Executive may reasonably request, including computer and telephone access, IT
§UPPeFt fin an administrative assistant.

3. Non-Executive Chair of the Béardhe non-executive Chair, it is contemplated that Executive shall, when present,
all meetings of the Board and a@@im&gﬁings of shareholders of the Company, and together with the President and
Exeefitive Officer and (if there is one) the Lead Director, set the agenda for meetings of the Board. In addition,
EReRUAGEetanrovide his advice and counsel with respect to the transition of management, new business
BppbHig; GEs emstegid investor relations and such other matters as the Company’s Chief Executive Officer or the

Baapdabdy request.

4. No Termination of Serviiceecutive and the Company hereby acknowledge that the Compensation and Human
Committee of the Boardj@osiiehsother committee described in the LTIP) has provided that Executive will not be
heweihafedfeymination of Serviee defined in the LTIP for so long as Executive is a director or employee of the

Company. 1



Any further amendment to the interpretation of Termination of Service will be considered an amendment to an
putstiify seeted 2.6 of the LTIP and may only be made with the Executive’s consent.

5. Company’s Obligations

a. The Company will pay Executive for any amounts of Executive’s accrued salary payable under the
mﬂgﬁiymﬁmge@g&géﬁ@@rﬁny reasonable business expenses and other amounts to which Executive is entitled
Heetareidarild hehmade in accordance with the Company’s regular payroll practices.

b. Executive shall receive any incentive cash bonus amount accrued or earned by Executive in accordance with the
avarsl grapted under the AIP or LTIP prior January 1, 2022 in accordance with the terms of the AIP or LTIP, as
dpplisableamount shall be paid to Executive as provided under the AIP or LTIP, as applicable.

c. Following the Resignation Date, Executive shall not be eligible to participate in the Company’s benefit plans
prew¥jsteg below with respect to Executive’s participation in the Company’s existing medical plan, as such plan
ghapged by the Company from time to time for its senior employeedgatieal g dVerdgand the Company’s
existing short-term disability plan and long-term disability plan as such plans may be changed by the Company
e fpmidggenior employees geneibability Coverdge

i. Subject to approval from the applicable insurance provider, if any, the Company shall, until April 30, 2023,
stive to elect Medical Coverage (including medical, vision and dental coverage) for himself and his

ahobysas

1. Executive shall pay the premium cost of the Medical Coverage he elects at the rate provided to active
thgloyapary, and on an after-tax basis. In addition, the Company will pay the portion of the premium
e Grmpeyy for active employees for such Medical Coverage and the portion of the premium cost paid
bpmpany will be includable in Executive’s taxable income.

2. Upon the termination of the Medical Coverage, Executive and if applicable, his family may be eligible
foRRA continuation coverage in accordance with the terms of the Medical Coverage and applicable
law.

3. If at any time during such period Executive is not eligible to participate in the Medical Coverage, the
pwnipanyeslive additional compensation in an amount necessary to purchase coverage similar to the
Vrodeage.

ii. For as long as Executive is entitled to elect Medical Coverage from the Company, Executive will continue to
ferdDisithidlity Coverage under the same terms and conditions as active employees, subject to approval from
thé@ppﬁ@mwder, if any.

d. Executive’s outstanding equity awards as of December 31, 2021 shall be administered according to the terms of
dpplicable award agreements Aatd Agreemeiitsind the terms of the LTIP.

e. In the event of the death of Executive, any payments due to Executive under this Agreement or the Award
noirpeiflpiipnid Executive’s death shall be made to the personal representative of Executive’s estate.

f. The Company shall withhold from any payments under this Agreement any federal, state and local taxes that
thauixadpanyiibhold pursuant to any law or governmental rule or regulation. Executive shall be responsible for
tHAKExapRli¢able to amounts payable under this Agreement.

g. Executive shall not be entitled to any severance amounts under any severance plans of the Company or the

REISRIVAIKAt

6. Restrictive Covenalixecutive shall comply with the Restrictive Covenants set forth in Section 6 of the
Agreement (thREstrigtjie faavenditor the applicable periods set forth therein; provided that, notwithstanding
the contrary in the Employment Agagengatd=xecutive shall comply with the Restrictive Covenants set forth in
Employmeng fAgeeement regarding non-competition and non-solicitation for so long as he is a member of the
paed ehd&spaenths following the end of Executive’s Board service.

7. Return of ProperExecutive agrees to return all Company property to the Company on or before the Resignation
than as relates to hiyaserggiesras a director, including his computer, cellphone and email access) and not retain any

property of the 2



10.

11.

12.

13.

14.

Company (other than his cellphone, computer and any other items that the Company expressly permits Executive to

rutent thagexecutive retains any such items, or if he made use of his own personal computing devices (e.g.,
iVRapftsp), Executive will, upon request, deliver such items to the Company for review and will permit the

deleipall Go@mpany property and information therefrom, and/or permit the Company to remotely delete all

ode bisarryugiyitems. For the avoidance of doubt, notwithstanding anything to the contrary, Executive shall

B afﬂiggjcontacts (in electronic and paper form). The Company shall pack and ship at its expense the personal

Heerugifve that are in his office at the Company following the Resignation Date.

CooperatioiExecutive agrees that, upon the Company’s reasonable notice to Executive and taking into
Executive’sothed@emanitments and obligations, Executive shall fully cooperate with the Company in investigating,
Bedspaitisg, litigating, filing, initiating or asserting any actual or potential claims or investigations that may be
thademwmsnystgibe extent that such claims or investigations relate to any matter in which Executive was involved
tevel iyolved) while employed with the Company, or during his service as a director, of which Executive has
Kieael utive’s employment with the Company or Executive’s capacity as a director of the Company. The
@d}fﬁpﬁgmecutwe the reasonable out-of-pocket expenses incurred in rendering such cooperation.

Permitted Condub¥othing in this Agreement or the Employment Agreement shall prohibit or restrict Executive
communications ﬂi@g@tﬂmmﬁgr responding to any inquiry from, or providing testimony before, the Equal
ipitCommission, the Department of Justice, the Securities and Exchange Commission, or any other
fedetalosyaauihiorsoal To the extent permitted by law, upon receipt of any subpoena, court order, or other legal
chissleshipefingy confidential information and trade secrets of the Company, Executive agrees to give prompt

A fteonRaite 30 as to permit the Company to protect its interests in confidentiality to the fullest extent possible.
thatéedatal fwigrovides criminal and civil immunity to federal and state claims for trade secret misappropriation to
whpveldseese a trade secret to their attorney, a court, or a government official in certain, confidential circumstances
thathag 8 U.S.C. §§ 1833(b)(1) and 1833(b)(2), related to the reporting or investigation of a suspected violation of
geanaetion iwith a lawsuit for retaliation for reporting a suspected violation of the law.

Indemnificatiofihe Company shall defend and hold Executive harmless to the fullest extent permitted by applicable
connection withanyrclaim, action, suit, investigation or proceeding arising out of or relating to performance by
sarviges/topfor action of Executive hereunder or as a director, officer, employee or executive of the Company or of
suspdiant or affiliate of the Company, or of any other person or enterprise at the Company’s request. Expenses
Fxeguéivpyn defending such a claim, action, suit or investigation or criminal proceeding shall be paid by the
@b&h@ih}ﬁfﬂmﬁ@@n thereof upon the receipt by the Company of an undertaking by or on behalf of Executive to
@ymatdless it shall ultimately be determined that Executive is entitled to be indemnified hereunder; provided,
Hus/ehell mRa@pply to a nonderivative action commenced by the Company against Executive. This indemnification
abtliginivioithimobligations of the Company pursuant to its articles of incorporation and bylaws.

Controlling Lawhis Agreement and all matters arising out of, or relating to it, shall be governed by, and construed
accordance withipthe laws of the Commonwealth of Pennsylvania.

JurisdictioAny action arising out of, or relating to, any breach of the Restrictive Covenants shall be brought and
only in the Ypiggst-atages District Court for the Eastern District of Pennsylvania, or if such court does not have
Naisdiceywisdittion, in any court of general jurisdiction in Philadelphia, Pennsylvania, and the jurisdiction of
sueh poogeedingyshall be exclusive. Executive also irrevocably and unconditionally consents to the service of any
plerdigs, notices or other papers.

Amendmenthe parties agree that this Agreement may not be altered, amended or modified, in any respect, except

duly executed,bywbathBarties.

Entire Agreemeiite parties understand that no promise, inducement or other agreement not expressly contained
been made confepéngampdenefit upon them, and that this Agreement contains the entire agreement between the

et vddhe subject matter hereof, and that the terms of this Agreement are contractual and not recitals only. Prior

jgnation Date, the Employment Agreement shall apply to any termination of Executive’s employment with the

i ~however, that in the event of a Separation from Service prior to the Resignation Date, by action of the
canopaainesithay Cause or the death or Disability of the Executive, Executive shall receive the same compensation
Hirt Berwawd receive in the event of a resignation prior to January 1, 2022, as set forth in Section 1 of this
ABrEayRaNGHIer Section 4.4 of the Employment Agreement. Following the Resignation Date, the provisions of
shizl \gawerndaxecutive’s service as a director other than those provisions of the Employment Agreement that by
fRbliovanrgdeppipation of Executive’s employment as Chief Executive Officer and President of the Company
(intitatn S;%%%@n@ and 7.7), which shall continue to apply to Executive.
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15. Section 409A

d.

This Agreement is intended to comply with Code section 409A, or an exemption, and the provisions of this
spphea@syichstanding any provisions of this Agreement to the contrary. For purposes of section 409A of the
odlserirs @gpayments under this Agreement shall be treated as a right to a series of separate payments and
shal peytrieated as a separate payment. With respect to any payments that are subject to section 409A of the
ehsdk Exegutévendirectly or indirectly, designate the calendar year of a payment and if a payment could be made
mnerierahgryear, based on timing o the execution of this Agreement, payment shall be made in the later
tevaiblergemeniaypnd in-kind benefits provided under this Agreement shall be made or provided in accordance
tertpirpments of section 409A of the Code.

Notwithstanding any provision of this Agreement to the contrary, any payment or benefit under this Agreement
gemstitutes deferred compensation subject to section 409A of the Code and for which the payment event is a
Sepeicrishataef be made or prov1ded before the date that is six months after the date of Executive’s Separation
Aopnsetvient or benefit that is delayed pursuant to this Subsection shall be made or provided on the first
beceRebsraaptbffpltowing the month in which Executive’s Separation from Service occurs. With respect to any
ﬁlgant to this Subsection, the first payment shall include interest, at the Wall Street Journal Prime

RateepWlikéreet Journal on the date of Executive’s Separation from Service (or the previous business day if

gdetsagesiglany, for the period from the date the payment would have been made but for this Subsection through
ARt is made. The provisions of this Subsection shall apply only to the extent required to avoid Executive’s
anguadditiondl tax or interest under section 409A of Hur Quxpmses of this Subsectidepatation from Ser¥ice
shall mean Executive’s separation from service with the Company and its affiliates within the meaning of Treas.
Rbg09A-1(h) or any successor thereto.

16. Agreement Severabilifyny provision of this Agreement is construed to be invalid, unlawful or unenforceable, then
remaining provisions lgseof shall not be affected thereby and shall be enforceable without regard thereto.

IN WITNESS WHEREOF, and intending to be legally bound, the parties agree to the terms of this Agreement.

Quaker Chemical Corporation

Date: 4/22/2021

By:  /s/ Robert T. Traub
Name: Robert T. Traub
Title: Sr. VP, General Counsel and Corporate Secretary

Date: 4/22/2021 By:  /s/ Michael E. Barry

Michael F. Barry



EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER OF THE COMPANY PURSUANT TO RULE 13a-
14(a) OF THE SECURITIES EXCHANGE ACT OF 1934

I, Michael F. Barry, certify that:

1. Thave reviewed this quarterly report on Form 10-Q of Quaker Chemical Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
Reqessarfder make the statements made, in light of the circumstances under which such statements were made, not

asfleadingheiperiod covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
teaigligespects the financial condition, results of operations and cash flows of the registrant as of, and for, the

petioddepestnted

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls
farddsfdnedireExchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
gh B3atidtbeand 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
BaREpEHepervision, to ensure that material information relating to the registrant, including its
sobsisliadesd is made known to us by others within those entities, particularly during the period in which

heingepeepased;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
igHed uhdgr our supervision, to provide reasonable assurance regarding the reliability of financial
fbpmgr@ﬁ@n of financial statements for external purposes in accordance with generally accepted

peuwiptesg

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
ugigns about the effectiveness of the disclosure controls and procedures, as of the end of the period
ﬂy@g@@pmbased on such evaluation; and

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

faRoTeiRg; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
tepritingyee fhearrgigtrant’s auditors and the audit committee of the registrant’s board of directors (or persons

pasiyalanifinctions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
repaiting which are reasonably likely to adversely affect the registrant’s ability to record, process,
Eepeiitfinangial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
Eegistianhsrsleinaheontrol over financial reporting.

Date: May 6, 2021
/s/ Michael F. Barry

Michael F. Barry
Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER OF THE COMPANY PURSUANT TO RULE 13a-
14(a) OF THE SECURITIES EXCHANGE ACT OF 1934

I, Shane Hostetter, certify that:

1. Thave reviewed this quarterly report on Form 10-Q of Quaker Chemical Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
Reqessartder make the statements made, in light of the circumstances under which such statements were made, not

rasfleadingheiperiod covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
teaigligespects the financial condition, results of operations and cash flows of the registrant as of, and for, the

petliddenestnted

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

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
BaREpEHegpervision, to ensure that material information relating to the registrant, including its
sohsisliadesd is made known to us by others within those entities, particularly during the period in which

heingepeepased;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
igHed uhdgr our supervision, to provide reasonable assurance regarding the reliability of financial
fhpmgr@ﬁ@n of financial statements for external purposes in accordance with generally accepted

pedwiptesg

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
ugigns about the effectiveness of the disclosure controls and procedures, as of the end of the period
ﬂy@gﬁ@pbtybased on such evaluation; and

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

faRaieng; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
tepritingyep fhearrgigtrant’s auditors and the audit committee of the registrant’s board of directors (or persons

papiyalanifinctions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
fapai&iRg which are reasonably likely to adversely affect the registrant’s ability to record, process,

Eepeitfinangial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
Eegistianhsrsleinaheontrol over financial reporting.

Date: May 6, 2021
/s/ Shane W. Hostetter

Shane W. Hostetter
Chief Financial Officer




EXHIBIT 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350

The undersigned hereby certifies that the Form 10-Q Quarterly Report of Quaker Chemical Corporation (the
quuiesbnpeyiesk gnded March 31, 2021 filed with the Securities and Exchange Commission (the “Report”) fully
tompleesenistofhSection 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information contained in the
Rigs6Rtfaifypll material respects, the financial condition and results of operations of the Company.

Dated: May 6, 2021 /s/ Michael F. Barry
Michael F. Barry
Chief Executive Officer of Quaker Chemical Corporation




EXHIBIT 32.2
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350

The undersigned hereby certifies that the Form 10-Q Quarterly Report of Quaker Chemical Corporation (the
quuiesbnpeyitsk gnded March 31, 2021 filed with the Securities and Exchange Commission (the “Report”) fully
tompieeseristothSection 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information contained in the
Rigs6Rtfaifypll material respects, the financial condition and results of operations of the Company.

Dated: May 6, 2021 /s/ Shane W. Hostetter
Shane W. Hostetter
Chief Financial Officer of Quaker Chemical Corporation







