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CAUTIONARY NOTE ON FORWARD-LOOKING INFORMATION 

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

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

• the impact of the COVID-19 pandemic on our business, suppliers, consumers, customers, and employees;

• disruptions or inefficiencies in the supply chain, including any impact of availability or costs of materials and 
components;

• dependence on third-party vendors and on sales to major customers;

• regulations, economic conditions, and tariffs in the People’s Republic of China (“PRC”), as well as resumption of 
sales after exiting our agreement with our exclusive distributor in the PRC;

• a continued shift in the retail market from food and drug stores to mass merchandisers, club stores, dollar stores, e-
commerce retailers, and subscription services;

• competition from large consumer products companies in the United States;

• competitive factors, including any decrease in distribution of (i.e., retail stores carrying) our significant products;

• new competitive products and/or technological changes;

• the need for effective advertising of our products and limited resources available for such advertising;

• unfavorable economic conditions;

• changing consumer preferences and the continued acceptance of each of our significant products in the marketplace;

• the degree of success of any new product or product line introduction by us;

• the degree of success of the integration of product lines or businesses we may acquire;

• changes in the regulation of our products, including applicable environmental, U.S. and international Food and Drug 
Administration regulations and process-audit compliance;

• the loss of any executive officer or other personnel;

• future losses which could affect our liquidity;

• and other matters discussed in this Report, including the risks described in the Risk Factors section of this Report.

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

ITEM 1. BUSINESS 

Overview 

Scott’s Liquid Gold-Inc., a Colorado corporation, was incorporated on February 15, 1954. In this Report the terms “we,” “us,” 
or “our” refer to Scott’s Liquid Gold-Inc. and our subsidiaries, collectively. We develop, market, and sell high-quality, high-value 
household and health and beauty care products. Our business is divided into two operating segments; household products and health 
and beauty care products. During 2022, our family of brands included:

• Scott’s Liquid Gold®;

• Alpha® Skin Care;

• Prell®;

• Neoteric Diabetic Skin Care®;

• Denorex®;

• Zincon®;

• Kids N Pets®; 

• Messy Pet®; and

• BIZ®.

In 2021, we sold the Dryel® brand and concluded our distribution agreement of Batiste Dry Shampoo. In December 2022, we 
sold the Prell® brand, and in January 2023 we sold the Scott’s Liquid Gold® brand.

Financial Information About Segments and Principal Products

The table set forth below shows the percentage of our net sales from continuing operations contributed by each operating 
segment during 2022 and 2021:

% of Net Sales
2022 2021

Household 71.0% 42.8%

Health and beauty care
Distributed - 21.5%
Manufactured 29.0% 35.7%
Total health and beauty care 29.0% 57.2%

For more financial information on our operating segments, refer to Item 7, “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations” and Note 12 to our Consolidated Financial Statements in Item 8.

Household Products 

During 2022, products in our household segment included:

• Scott’s Liquid Gold® Wood Care;

• Scott’s Liquid Gold® Floor Restore; 

• Kids N Pets® and Messy Pet®; and

• BIZ®.
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Scott’s Liquid Gold® Wood Care has been sold in the United States for over 70 years. Our Scott’s Liquid Gold® Floor Restore 
product is a quick and easy way to renew and protect hardwood floors. On January 23, 2023, we sold the Scott’s Liquid Gold® brand, 
including the Wood Care and Floor Restore products, to a company that markets and distributes wood care products. 

On October 1, 2019, we acquired the Kids N Pets® and Messy Pet® brands. Founded in 1989, Kids N Pets® brands are award-
winning, safe, stain and odor removing products targeted toward households with children and pets. These high-quality, high-value 
products excel at controlling odor and cleaning up kid and pet accidents, and food and drink stains while being products that parents 
can feel safe using around their children and pets. The primary sales channels for Kids N Pets® and Messy Pet® are through retail 
stores such as Walmart and Home Depot, and online through e-commerce retailers such as Amazon.

On July 1, 2020, we acquired BIZ® and Dryel® brands. BIZ® is a top performing detergent in the market, utilizing a proprietary 
enzyme-based formula to fight stains and eliminate odors. It was established by Procter & Gamble in 1968 and is sold in Powder, 
Liquid, and Liquid Booster Packs.

On December 23, 2021, we sold the Dryel® brand. We have reflected the operations of Dryel® as discontinued operations for all 
periods presented. See Note 3 - “Discontinued Operations” in the Notes to Consolidated Financial Statements for further information.

Health and Beauty Care Products 

During 2022, products in our health and beauty care segment included:

• Alpha® Skin Care; 

• Neoteric Diabetic Skin Care® ; 

• Prell® and;

• Denorex® and Zincon®.

Our Alpha® Skin Care brand was one of the first to use alpha hydroxy acids (“AHAs”) in lines of facial care products, body 
lotion, and body wash. Products containing AHAs gently slough off dead skin cells to promote a healthier, more youthful appearance 
and help to diminish fine lines and wrinkles.

In 2016, we acquired the Prell®, Denorex® and Zincon® brands of hair and scalp care products. Our Denorex® products are 
dermatologist-recommended medicated hair care products to control the symptoms of dandruff and other scalp conditions. Our 
Zincon® product is a medicated anti-dandruff shampoo.

We were a distributor in the United States for Batiste Dry Shampoo from 2009 through 2021. Under our distribution agreement 
with the manufacturer of Batiste Dry Shampoo, Church & Dwight Co. Inc. (“Church & Dwight”), we were the exclusive specialty 
retail distributor in the United States of Batiste Dry Shampoo until our agreement expired on December 31, 2021.

On December 15, 2022, we sold the Prell® brand to a company that markets and distributes natural hair and skin care products. 
We have reflected the operations of Prell® as discontinued operations for all periods presented. See Note 3 - “Discontinued 
Operations” in the Notes to Consolidated Financial Statements for further information.

Marketing and Distribution 

We primarily market our products through: (1) trade promotions to support price features, displays, slotting fees and other 
merchandising of our products by our retail customers; (2) consumer marketing in print, social and digital media; and (3) to a lesser 
extent, consumer incentives such as coupons and rebates.

Our products are sold nationally through our sales force to mass merchandisers, drugstores, supermarkets, hardware stores, e-
commerce retailers, and other retail outlets and to wholesale distributors. Our products were previously sold internationally through 
independent distributors in Canada and China.
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The table set forth below shows net sales to our significant customers as a percentage of consolidated net sales during 2022 and 
2021: 

% of Net Sales
2022 2021

Walmart 42.7% 30.9%
Ulta 0.7% 18.8%

As is typical in our industry, we do not have long-term contracts with Walmart, Ulta, or any other retail customer.

Historically, we have used our websites for sales of our products directly to consumers. Beginning in January 2022, our websites 
redirect consumers to our e-commerce retail partners to fulfill sales of our products directly to our consumers. 

International sales were historically made to distributors who were responsible for the selling and marketing of the products, and 
we were paid for these products in United States dollars. In February 2022, we discontinued sales of our Denorex® products to Canada 
due to uneconomic results. With the sale of the Scott’s Liquid Gold® brand in January 2023, we no longer have any products 
distributed in Canada.

We terminated our exclusive distribution agreement for sales in China with HK NFS Limited (“HK NFS”) on July 12, 2022 due 
to breaches of the distribution agreement by HK NFS, and began establishing a direct model to resume sales of our products to 
consumers in China.

Under our distribution agreement with Church & Dwight, we were the exclusive distributor of Batiste Dry Shampoo products in 
the specialty retailer channel in the United States through December 31, 2021.

From time to time, our customers return products to us. For our household products, we permit returns only for a limited time. 
For our health and beauty care products, returns are accepted for a greater period of time in order to maintain or enhance our 
relationship with the customer. Typically, customers are granted a credit equal to the original sale price plus a handling charge. 

Manufacturing and Suppliers 

As of March 2020, we identified third-party logistics and contract manufacturing partners for our product lines, and we no 
longer manufacture or ship any of our products directly to our retail partners.

Almost all of the raw and packaging materials used by the Company are purchased from third parties, some of whom are single-
source suppliers. The prices we pay for materials and other commodities are subject to fluctuation. Due primarily to COVID-19 
related supply chain disruptions that have continued as the economy re-opens, we experienced limited supply constraints and 
commodity costs increases for certain raw materials and finished goods. When prices for these items change, we may or may not be 
able to pass the change to our customers. The Company expects continued volatility and increased cost pressures in both commodities 
and transportation to continue in fiscal year 2023.

Competition

Both the household and health and beauty care product categories are highly competitive and innovative. We compete in both 
categories against a range of competitors, most of which are significantly larger and have greater financial resources, name 
recognition, innovation capabilities, and product and market diversification than us. We compete in both categories primarily on the 
basis of quality, brand recognition, and the distinguishing characteristics of our products. The wood care and laundry care product 
categories are dominated by a small number of companies that are significantly larger than us and each of these competitors produces 
several competing products. In the health and beauty care category, several of our competitors are also significantly larger than us and 
each of these competitors produces several competing products.
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Regulation

We are subject to various federal, state and local laws and regulations that pertain to the types of consumer products that we 
manufacture and sell. Many chemicals used in consumer products, some of which are used in several of our product formulations, 
have come under scrutiny by various state governments and the federal government. Some of these chemicals are called volatile 
organic compounds (“VOCs”). All of our products currently meet the most stringent VOC regulations and may be sold throughout the 
United States. Many of our skin care products, several of which contain AHAs, are considered cosmetics within the definition of the 
Federal Food Drug and Cosmetic Act (the “FFDCA”). Our cosmetic products are subject to the regulations under the FFDCA and the 
Fair Packaging and Labeling Act. The relevant laws and regulations are enforced by the FDA. We believe that we are producing and 
marketing all of our products in compliance with all applicable laws and regulations in the markets in which we participate.

Our advertising is subject to regulation under the Federal Trade Commission Act and related regulations, which prohibit false 
and misleading claims in advertising. Private and derivative labeling claims are common in this industry and can result in costly 
settlements and distraction of management. Changes in these regulations, or interpretations or enforcement of these regulations, could 
adversely affect our profitability, result in regulatory actions, or private or derivative claims.

Our international sales are primarily conducted in China. As such, we may be impacted by regulations, economic conditions, 
and tariffs imposed by the PRC. 

Employees

As of December 31, 2022, we employed 22 people, who work in administrative, sales, advertising, marketing and operational 
functions. Through our history, we appreciate the importance of retention, growth and development of our employees. We believe we 
offer competitive compensation (including salary, incentive bonus, and equity) and benefits packages to our employees. We are also 
focused on understanding our diversity and inclusion strengths and opportunities and executing on a strategy to support further 
progress. We continue to focus on building a pipeline for talent to create more opportunities for workplace diversity and to support 
greater representation within the Company.

No contracts exist between us and any union. The compensation of our executive officers is subject to annual review by the 
Compensation Committee of our Board of Directors.

Patents and Trademarks 

At present, we own one patent for our Neoteric Diabetic® Healing Cream. Additionally, we actively use our registered 
trademarks for Alpha® Skin Care, Denorex®, Zincon®, Neoteric Diabetic Skin Care®, Neoteric®, Kids N Pets®, Messy Pet®, and BIZ® 
in the United States and have registered trademarks in a number of additional countries. Our registered trademarks protect names and 
logos relating to our products as well as the design of boxes for certain of our products. We transferred all registered trademarks of our 
Scott’s Liquid Gold® brand as part of the sale of that brand in January 2023.

Public Information 

Our website address is www.slginc.com. The information contained on our website is not included as a part of, or incorporated 
by reference into, this Annual Report on Form 10-K. We make available, free of charge, on our website our Annual Reports on Form 
10-K, our Quarterly Reports on Form 10-Q, shareholder proxy statements on Schedule 14A, interactive data files posted pursuant to 
Rule 405 of Regulation S-T, our Current Reports on Form 8-K and amendments to such reports filed or furnished pursuant to Section 
13(a) or 15(d) of the Securities Exchange Act of 1934 (the “Exchange Act”) as soon as reasonably practicable after we have 
electronically filed such material with, or furnished it to, the United States Securities and Exchange Commission (the “SEC”). You 
may also access and read our filings without charge through the SEC’s website at www.sec.gov.

Our Code of Business Conduct and Ethics Policy, Audit Committee Charter, Governance and Nominating Committee Charter, 
and Compensation Committee Charter, are all available, free of charge, on our website. The documents referenced above are available 
in print at no cost to any stockholder who requests them from our Corporate Secretary at 8400 East Crescent Parkway, Suite 450, 
Greenwood Village, Colorado 80111. 
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ITEM 1A.        RISK FACTORS. 

The following is a discussion of certain material risks that may affect our business. These risks may negatively impact our 
existing business, future business opportunities, our financial condition or our financial results. In such case, the trading price of our 
common stock could also decline. Additional risks and uncertainties not presently known to us, or that we currently see as immaterial, 
may also negatively impact our business. 

Business and Industry Risks

A loss of one or more of our major customers could have a material adverse effect on our product sales. 

For a majority of our sales, we are dependent upon a small number of major retail customers. The easy access of consumers to 
our products is dependent upon these major retail stores and other retail stores carrying our products. The willingness of retail 
customers to carry any of our products depends on various factors, including the level of sales of the product at their stores. In 
addition, private label products sold by retail trade chains, which are typically sold at lower prices than branded products, are a source 
of competition for certain of our product lines. 

Any declines in sales of our products to consumers could result in the loss of retail customers and a corresponding decrease in 
the distribution of the products, as well as increased costs related to any markdown or return of our products. It is uncertain whether 
the consumer base served by these stores would purchase our products at other retail stores. 

Our sales of Alpha® Skin Care products to China have been interrupted by the termination of our exclusive distribution 
agreement.

We terminated our arrangement with our exclusive distributor due to breaches of the distribution agreement by HK NFS and are 
establishing a direct model to resume sales of our products to consumers in China. The reestablishment of an effective business model 
in China is dependent on deploying significant resources to marketing and advertising efforts and regulatory compliance, as well as 
the successful shutdown of our former distributor’s storefronts on various e-commerce platforms. We possess limited resources to 
fund marketing and regulatory efforts, and as a result our success in these efforts is not guaranteed, which could adversely affect our 
operating results.

Our international operations in China expose us to a number of risks.

There is both cost and risk associated with establishing, developing, and maintaining international sales operations, and 
promoting our brand internationally. The PRC’s economic, political, and social conditions, and its government policies, could 
adversely affect our business. We may be exposed to liabilities under the Foreign Corrupt Practices Act, and any determination that 
we violated the Foreign Corrupt Practices Act could have a material adverse effect on our operating results. 

Our international operations also subject us to changes in trade policies and agreements and other foreign or domestic legal and 
regulatory requirements, including those resulting in potentially adverse tax consequences or the imposition of onerous trade 
restrictions such as tariffs, sanctions, and price controls. Any changes in these international trade policies could adversely affect our 
profitability and stock price.

A continued change in the consumer product retail market may cause our sales to decline.

Our performance depends upon the general health of the economy and of the retail environment in particular. Consumer 
products, such as those marketed by us, are increasingly being sold by club stores, dollar stores, mass merchandisers, e-commerce 
retailers and subscription services. The retail environment is changing with the growth of third-party resellers and alternative retail 
channels that could significantly change the way traditional retailers do business. If we are not effective in limiting these third-party 
resellers in selling our products, or if the alternative retail channels were to take significant market share away from traditional 
retailers or we are not successful in these alternative retail channels, our margins and results of operations may be negatively 
impacted. 
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In both health and beauty care and household products, our competitors include some of the largest consumer products 
companies in the United States. 

The markets in which our products compete are intensely competitive, and many of the other competitors in these markets are 
larger multi-national consumer products companies. These competitors have much greater financial, technical, and other resources 
than us, and as a result, are able to regularly introduce new products and spend considerably more on advertising. The distribution and 
sales of our products can be adversely impacted by the actions of our competitors, and we may have little or no ability to take action to 
prevent or mitigate these adverse impacts. 

We have limited resources to promote our products with advertising and marketing effectiveness. 

We believe the growth of our net sales is dependent upon our ability to introduce our products to current and new consumers 
through advertising and marketing. At present, we have limited resources compared to many of our competitors to spend on 
advertising and marketing our products. Advertising and marketing can be important in reaching consumers, although the 
effectiveness of any particular advertisement and marketing cannot be predicted. Additionally, we may not be able to obtain optimal 
effectiveness at our current advertising and marketing budget. Our limited resources to promote our products through advertising and 
marketing may adversely affect our net sales and operating results. 

Sales of our existing products are affected by changing consumer preferences. 

Our primary market is retail stores in the United States which sell to consumers or end users in the mass market. Consumer 
preferences can change rapidly and are affected by new competitive products. This situation is true for both health and beauty care and 
household products. Any changes in consumer preferences can materially affect the sales of our products and the results of our 
operations. 

Our future performance and growth is dependent, in part, on the introduction of new or acquired products that are successful 
in the marketplace. 

Our future performance and growth is partially dependent on our ability to successfully identify, develop and introduce new 
products and product line extensions. The successful development and introduction of new products involves substantial research, 
development, marketing and promotional expenditures, which we may be unable to recover if the new products do not gain 
widespread market acceptance.

We have pursued and may continue to pursue acquisitions of brands or businesses. Acquisitions involve numerous potential 
risks, including, among other things, the successful integration of the acquired products or brands and realization of the full extent of 
expected benefits or synergies. Acquisitions could also result in additional debt, exposure to liabilities, the potential impairment of 
goodwill or other intangible assets, or transaction costs. Any of these risks, should they materialize, could adversely impact our 
operating results.

Any loss of our key executives or other personnel could harm our business.

Our success has depended on the experience and continued service of our executive officers and key employees. If we fail to 
retain these officers or key employees, our ability to continue our business and effectively compete may be substantially diminished.

Our stock price can be volatile and can decline substantially. 

Our stock is traded on the OTC Pink Market tier of the OTC Markets. The volume of trades in our stock varies from day to day 
but is relatively limited. As a result, any events can result in volatile movements in the price of our stock and can result in significant 
declines in the market price of our stock. 
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We rely on trademark, copyright, and trade secret laws, which may not be sufficient to protect our intellectual property.

We rely on a combination of laws, such as copyright, trademark and trade secret laws, as well as confidentiality provisions and 
limited licenses, to establish and protect our intellectual property. We have registered U.S. and foreign country trademarks, and HK 
NFS has contractually agreed to undertake steps to prevent counterfeiting of our products and to otherwise protect our trademarks in 
the PRC. These forms of intellectual property protection are critically important to our ability to establish and maintain our 
competitive position. However, it is possible that laws, contractual restrictions, and other efforts may not be sufficient to prevent 
misappropriation of our property or to deter others from developing similar intellectual property.

Security breaches and other disruptions could compromise our information and expose us to liability, which would cause our 
business and reputation to suffer.

In the ordinary course of our business, we collect and store sensitive data, including intellectual property, our proprietary 
business information and that of our customers, suppliers, and business partners on our networks. The secure processing, maintenance 
and transmission of this information is critical to our operations. Despite our security measures, our information technology and 
infrastructure may be vulnerable to attacks by hackers or breached due to employee error, malfeasance or other disruptions. Any such 
breach could compromise our networks and the information stored there could be accessed, publicly disclosed, lost or stolen, resulting 
in legal claims or proceedings, which could disrupt our operations and damage our reputation, adversely affect our operating results 
and stock price. 

We may from time to time expand our business through acquisitions, which could disrupt our business.

We have completed, and may pursue in the future, acquisitions of businesses or assets that are complementary to our business. 
Such acquisitions involve a number of risks, including:
                           

• failure of the acquired businesses to achieve the results we expect;

• substantial cash expenditures;

• diversion of capital and management attention from operational matters;

• our inability to retain key personnel of the acquired businesses;

• possible impairment of substantial intangible assets if performance doesn’t meet expectations;

• incurrence of debt and contingent liabilities and risks associated with unanticipated events or liabilities; and

• the potential disruption and strain on our existing business and resources that could result from our planned growth and 
continuing integration of our acquisitions.

If we fail to properly evaluate acquisitions, we may not achieve the anticipated benefits of such acquisitions, we may incur costs 
in excess of what is anticipated, and management resources and attention may be diverted from other necessary or valuable activities. 
Any acquisition may not result in short-term or long-term benefits to us. If we are unable to integrate or successfully manage any 
business that we acquire, we may not realize anticipated cost savings, improved efficiencies or revenue growth, which may result in 
reduced profitability or operating losses.

There is substantial doubt about our ability to continue as a going concern, and if we are unable to continue our business, our 
shares may have little or no value.

Primarily due to a decline in net sales, disruption of our international sales to China, and increases in costs associated with the 
manufacture and distribution of our products, the Company has incurred net losses and uses of operating cash flows that likely will 
require additional liquidity to continue its operations over the next 12 months. Management has implemented actions to reduce the 
Company’s operating expenses and has restructured debt facilities, and is considering various strategic actions including asset sales, 
obtaining additional debt or equity financing (potentially in conjunction with acquisitions), and further reduction of operating costs. 
However, given the impact of the economic downturn in the U.S., the Company may be unable to execute these plans under 
acceptable terms, which may make it difficult to raise sufficient capital for the Company to continue to finance our operations.
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Operational Risks

Disruptions in our supply chain and other factors affecting the distribution of our finished goods inventory could adversely 
impact our business.

A disruption within our logistics or supply chain network could adversely affect our ability to maintain appropriate inventory or 
deliver products in a timely manner, which could impair our ability to meet customer demand for products and result in lost sales, 
increased supply chain costs, or damage to our reputation. As a result of COVID-19, we have encountered shortages of raw materials 
for certain of our products and delays in receiving finished goods product from contract manufacturers, which has prevented us from 
meeting certain customer demands for our products. Along with many other industry participants, our contract manufacturing partners 
have experienced difficulty procuring certain raw materials and components. 

Continued increases in costs as well as any impacts to our partners' abilities to fulfill sales to our customers could continue to 
affect our ability to meet debt requirements and lead to increased debt costs.

We face the risk that raw materials for our products may not be available or that costs for these materials will increase. 

Raw materials required for our products are sourced and obtained from third party suppliers, some of which are sole source 
suppliers. We have no long-term contracts with such suppliers and are subject to cost increases. Manufacturers of our products may 
not have sufficient raw materials for production if there is a shortage in raw materials or other disruption in the supply chain or if 
suppliers terminate their relationships or are otherwise unable to supply raw materials. In addition, if our contract manufacturers 
change suppliers it could involve delays that restrict our ability to have our products manufactured or to buy products in a timely 
manner to meet delivery requirements of our customers. Suppliers of raw materials for our products can also be subject to the same 
risk with their vendors. 

Financial and Economic Risks

Unfavorable and uncertain economic conditions could adversely affect our profitability. 

Unfavorable and uncertain economic conditions in the past have adversely affected, and in the future may adversely affect, 
consumer demand for some of our products, resulting in reduced sales volume and a decrease in our overall profitability. Factors that 
can affect consumer demand for our products include inflation, slower growth or recession, rates of unemployment, consumer 
confidence, tighter credit, higher interest rates, health care costs, fuel and other energy costs and other economic factors affecting 
consumer spending behavior.

Our products are subject to transportation costs, both in delivery to us at our production facility as well as shipments to our 
customers. As a result, we are exposed to volatility in the freight industry that could affect our costs, including changes in regulations 
and labor costs. Any increases in transportation costs could adversely affect our profitability if we are not able to pass those costs on to 
our customers.

Changes in the economic environment have resulted, and could further result, in significant impairments of certain of our 
goodwill and long-lived assets. 

Under U.S. generally accepted accounting principles (“GAAP”), we review the carrying value of our goodwill on an annual 
basis. We also review the carrying value of our long-lived assets when events or changes in circumstances indicate that the carrying 
value of these assets may not be recoverable, based on their expected future cash flows. The impact of reduced expected future cash 
flow could require the write-down of all or a portion of the carrying value for these assets, which would result in additional 
impairments, resulting in decreased earnings. During 2022 and 2021, we determined that the fair values of goodwill and certain 
intangible assets in our Detergent, All-Purpose, and Shampoo reporting units were less than their carrying values which resulted in 
impairment charges.
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Legal and Regulatory Risks

Changes in the regulation of our products, including environmental regulations, could have an adverse effect on the 
distribution, cost or function of our products. 

Regulations affecting our products include requirements of the FDA and NMPA for cosmetic products and environmental 
regulations. In the past, the FDA has mentioned the treatment of products with AHAs as drugs, which could make our production and 
sale of certain Alpha® Skin Care products more expensive or prohibitive. Also, in the past, we have been required to change the 
formulation of our products to comply with environmental regulations and may be required to do so again in the future if the 
applicable regulations are further amended. 

Labeling practices in our industry have recently experienced an increase of warning letters admonishing cosmetics 
manufacturers for promotional claims on their websites and product labels deemed by the FDA to blur the line between “cosmetics” 
and “drugs.” The increase of warning letters by the FDA has also triggered a wave of follow-on class action lawsuits against cosmetic 
manufacturers in general, including manufacturers not singled out via FDA warning letters. We have in the past and may in the future 
receive claims that our labeling is inaccurate or non-compliant. Any claims levied against us could result in costly settlements, distract 
management and have an adverse effect on our operating results.

Any adverse developments in litigation could have a material impact on us. 

We are subject to lawsuits from time to time in the ordinary course of business. While we expect those lawsuits not to have a 
material effect on us, an adverse development in any such lawsuit or the insurance coverage for a lawsuit could materially and 
adversely affect our operating results. 

ITEM 1B.       UNRESOLVED STAFF COMMENTS. 

Not applicable. 

ITEM 2. PROPERTIES. 

We lease our corporate headquarter facilities in Greenwood Village, Colorado. Please see Note 8 to our Consolidated Financial 
Statements for more information on our facilities.

ITEM 3.         LEGAL PROCEEDINGS. 

We are subject to lawsuits from time to time in the ordinary course of business. While we expect those lawsuits not to have a 
material effect on us, an adverse development in any such lawsuit or the lack of insurance coverage for a lawsuit could materially and 
adversely affect our financial condition and cash flow. 

ITEM 4. MINE SAFETY DISCLOSURES. 

Not applicable. 
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PART II 
(in thousands, except per share data)

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND 
ISSUER PURCHASES OF EQUITY SECURITIES. 

Market Information 

Our $0.10 par value common stock is traded on the OTC Pink Market tier of the OTC Markets (an electronic inter-dealer 
quotation system) under the ticker symbol “SLGD.” Over-the-counter market quotations reflect inter-dealer prices, without retail 
mark-up, mark-down or commission and may not necessarily represent actual transactions. The high and low prices of our common 
stock as traded on the OTC Pink Market tier of the OTC Markets were as follows: 

Three Months Ended 2022 2021
High Low High Low

March 31 $ 1.60 $ 1.02 $ 3.03 $ 1.78
June 30 1.07 0.70 3.00 2.28
September 30 0.81 0.33 3.00 2.00
December 31 0.37 0.19 2.08 1.00

Shareholders of Record

As of March 28, 2023, based on inquiry, we had approximately 633 shareholders of record. 

Dividends 

We did not pay any cash dividends during the two most recent fiscal years. We do not anticipate paying dividends in the 
foreseeable future. 

ITEM 6. RESERVED. 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS. 

Management’s Discussion and Analysis of Financial Condition and Results of Operations should be read in conjunction with the 
Company’s consolidated financial statements. This Item 7 contains forward-looking statements. The matters discussed in these 
forward-looking statements are subject to risk, uncertainties, and other factors that could cause actual results to differ materially from 
those made, projected or implied in the forward-looking statements. Please refer to “Item 1A. Risk Factors” for a discussion of the 
uncertainties, risks and assumptions associated with these statements.

COVID-19 Pandemic

The COVID-19 pandemic and government steps to reduce the spread and address the impact of COVID-19 have had and 
continue to have an impact on the way people live, work, interact and shop. While the impact of COVID-19 on our business has 
largely abated at this time, uncertainties continue. We have also experienced certain disruptions to our supply chain due to COVID-19, 
which have impacted and may continue to impact sales of and consumer access to our products. In addition, we have experienced 
changes in the purchasing patterns of our customers, including a shift in many markets to purchasing our products online. COVID-19 
may continue to impact consumers’ behavior, shopping patterns and consumption preferences.

While we currently expect to be able to continue operating our business as described above, uncertainty resulting from COVID-
19 could result in unforeseen additional disruptions to our business, including our global supply chain and retailer network, and/or 
require us to incur additional operational costs.

Sale of Brands

On December 15, 2022, we sold the Prell® brand to a company that markets and distributes natural hair and skincare products. 
We have reflected the operations of Prell® as discontinued operations for all periods presented. On December 23, 2021, we sold the 
Dryel® brand to a company that markets and distributes household cleaning products. We have reflected the operations of Dryel® as 
discontinued operations for all periods presented. 

See Note 3 - “Discontinued Operations” in the Notes to Consolidated Financial Statements for further information on the sale of 
both brands.

On January 23, 2023, we sold the Scott’s Liquid Gold® brand, including the Wood Care and Floor Restore products, to a 
company that markets and distributes wood care products. 

Distribution to China

We terminated our exclusive distribution agreement of Alpha® Skin Care products with HK NFS on July 12, 2022 due to 
breaches of the distribution agreement by HK NFS, and are establishing a direct model to resume sales of our products to consumers 
in China. The reestablishment of an effective business model in China is dependent on deploying significant resources to marketing 
and advertising efforts and regulatory compliance, as well as the successful shutdown of our former distributor’s storefronts on 
various e-commerce platforms.

Throughout 2020 and early 2021, we obtained components and produced finished goods specifically designed and formulated 
for distribution in the PRC. Our exclusive distributor ultimately did not purchase these products in accordance with their minimum 
order requirements. Due to the difficulties we have encountered in establishing our own e-commerce storefronts, this has resulted in 
our accumulation of high amounts of finished goods inventories and raw materials specifically designed for China. Due to 
uncertainties of future production requirements, raw materials that we have acquired is included in our impairment of inventories for 
the years ended December 31, 2022 and 2021, respectively.
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Distribution Agreement with Church & Dwight

Our distribution agreement with Church & Dwight Co., Inc. and our subsidiary, Neoteric Cosmetics, Inc., was not extended 
beyond December 31, 2021. As a result, the distribution agreement expired on its own terms as of December 31, 2021 and the 
Company ceased to distribute Batiste Dry Shampoo products. Unless offset by increased sales of our other products, the conclusion of 
this distribution agreement is expected to have a material impact on our net sales and result of operations. Net sales of Batiste were 
$7,155 for the year ended December 31, 2021.

Executive Overview 

Our Business

Scott’s Liquid Gold-Inc. exists to positively impact consumers’ lives in the markets we serve and create shareholder value. We 
develop, market, and sell high-quality, high-value household and health and beauty care products nationally and internationally to 
mass merchandisers, drugstores, supermarkets, hardware stores, e-commerce retailers, other retail outlets, and to wholesale 
distributors. Our long history has generated strong consumer and customer loyalty for our brands.

On an ongoing basis, management focuses on a variety of key indicators to monitor our business health and performance. These 
key indicators include (but are not limited to) the following:

• Net sales (collectively and by operating segment);

• Profitability, focusing on gross margins and net income; and

• Cash flow.

To achieve our business and financial objectives, we focus on initiatives to drive the growth of the key indicators above. Our 
ability to drive and generate growth depends on consumer demand for our products and retail customers’ willingness to carry our 
products in a competitive marketplace. In this environment, we intend to continue to focus on our key indicators to remain 
competitive, sustain our current level of operations, and drive further growth in future periods.

During 2022, the Company achieved objectives focused on optimization, cost reduction, and modernization of our business. 
These included (but were not limited to) the following:

• Implementation of new, scalable enterprise resource planning software, replacing our prior software which had been in 
place for over 30 years;

• Sales of assets with low margins or limited future growth potential to optimize our product portfolio;

• Restructure and consolidation of business departments to facilitate greater cross-functional teamwork and workplace 
efficiency;

• Elimination of unprofitable sales arrangements with customers;

• Implementation of minimum order quantity thresholds on customer orders to reduce fulfillment costs; and

• Consolidation of third-party logistics and warehousing partners to achieve reduced costs and compliance fines.

Outlook 

Looking forward, we are focused on both short- and long-term strategies that we believe will enhance our financial health and 
deliver shareholder value. While the marketplace in which we operate has always been highly competitive, we expect that the category 
challenges and the level of competition will continue to rise. We believe that some of the trends in our business and industry could 
adversely affect our profitability, including the following:

• Changes in national and international regulations;

• Changes in policies or practices of some of our key retail customers;

• Rapid growth of e-commerce and alternative retail channels; and

• Inflationary impacts to the costs of products, transportation, and labor associated with our logistics and warehousing 
partners.
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We believe our history of providing high-quality, high-value products to consumers positions us to meet the challenges in our 
marketplace by continuing to focus on the following key priorities in 2023:

• Paydown of debt and improving cash flows from operations through growth of sales and optimization of cost structure;

• Pursuing growth opportunities, including distributing Alpha® Skin Care, Kids N Pets®, Messy Pet®, and other products to 
broader markets;

• Improving our processes and systems;

• Optimizing our inventories, supply chain, and operations, as well as further consolidation of third-party logistics 
partners; and

• Exploration of one or more of the following: the sale of additional brands; a sale, merger, or other strategic transaction 
involving the entire company; acquisitions of other brands or companies; issuance of additional debt or equity; and 
continuing to operate as a public, independent company.

Results of Operations

For the Year Ended December 31, (in thousands)
Increase / (Decrease)

2022 2021 $ %
Net sales $ 16,570 $ 29,742 $ (13,172) (44.3%)
Cost of sales 9,024 16,805 (7,781) (46.3%)
Impairment of inventories 461 404 57 14.1%
Total cost of sales 9,485 17,209 (7,724) (44.9%)
Gross profit 7,085 12,533 (5,448) (43.5%)
Gross margin 42.8% 42.1%

Operating expenses:
Advertising 641 639 2 0.3%
Selling 6,477 8,956 (2,479) (27.7%)
General and administrative 2,786 4,611 (1,825) (39.6%)
Intangible asset amortization 325 802 (477) (59.5%)
Impairment of goodwill and intangible 
assets 5,172 4,050 1,122 27.7%
Total operating expenses 15,401 19,058 (3,657) (19.2%)

Loss from operations (8,316) (6,525) (1,791) (27.4%)

Interest expense (534) (341) (193) (56.6%)
Loss before income taxes and discontinued 
operations (8,850) (6,866) (1,984) (28.9%)
Income tax expense (63) (1,079) 1,016 94.2%
Loss from continuing operations (8,913) (7,945) (968) (12.2%)
Income (loss) from discontinued 
operations, net of taxes 62 (3,146) 3,208 102.0%
Net loss $ (8,851) $ (11,091) $ 2,240 20.2%

Net loss changed primarily due to the following:

• Lower sales and gross profits from the conclusion of our distribution agreement with Church and Dwight for Batiste 
products, as well as reduced sales and gross profits from various product lines due to changes in our customers' 
purchasing strategies related to inventory and inflationary pressures. In addition, supply chain affected in-stock levels of 
certain products and impacted our sales to customers. 

• Decrease in selling expenses caused by lower logistics and warehousing costs from lower sales, a transition to a different 
third-party logistics provider during the fourth quarter of 2022, and a reduction in personnel costs.

• Decrease in general and administrative costs due to changes in personnel and related costs as well as reductions in 
restructuring costs associated with separation of employees during 2021.

• Increase in interest expense associated with additional debt in 2022 and increases in variable interest rates. 
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• Decrease in intangible asset amortization from impairments of intangible assets in the fourth quarter of 2021 and second 
quarter of 2022.

• Impairment of goodwill and intangible assets.

Segment Results

The following tables show comparative net sales, gross margin, gross profit, loss from operations, volume and percentage 
changes for our household and health and beauty care products between periods:

Household products

For the Year Ended December 31, (in thousands)
Increase / (Decrease)

2022 2021 $ %
Net sales $ 11,763 $ 14,152 $ (2,389) (16.9%)
Gross profit $ 4,810 $ 5,583 $ (773) (13.8%)
Gross margin 40.9% 39.5%

Loss from operations $ (6,574) $ (3,963) $ (2,611) (65.9%)

• Net sales and gross profit decreased due to changes in our customers’ purchasing strategies related to inventory and 
inflationary pressures as well as supply chain disruptions. 

• Loss from operations was reduced primarily related to less goodwill and intangible asset impairments and was partially 
offset by reductions in selling and general and administrative costs.

Health and beauty care products

For the Year Ended December 31, (in thousands)
Increase / (Decrease)

2022 2021 $ %
Health and beauty care net sales
Net sales- distributed products $ -   $ 7,123   $ (7,123) (100.0%)
Net sales- manufactured products 4,807 8,467 (3,660) (43.2%)
Total health and beauty care net sales $ 4,807 $ 15,590 $ (10,783) (69.2%)

Gross profit $ 2,275 $ 6,950 $ (4,675) (67.3%)
Gross margin 47.3% 44.6%

Loss from operations $ (1,742) $ (2,562) $ 820 32.0%

• Net sales of distributed health and beauty care products decreased due to the termination of our Batiste distribution 
agreement with Church & Dwight in December 2021.

• Net sales and gross profits from manufactured products decreased due to the elimination of sales to our exclusive China 
distributor of Alpha® Skin Care products as well as reduced sales of Alpha® from certain customers' changes in inventory 
management practices. During the first quarter of 2022 we also eliminated sales of our Denorex® brands to certain 
customers with minimal profitability.

Liquidity and Capital Resources 

Financing Agreements 

Please see Note 7 to our Consolidated Financial Statements for information on our debt facilities with UMB Bank, N.A. 
(“UMB”) and La Plata Capital, LLC (“La Plata”). 

Liquidity and Changes in Cash Flows

At December 31, 2022, we had approximately $49 in cash on hand, a decrease of $1,221 from December 31, 2021.
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The following is a summary of cash provided by or used in each of the indicated types of activities:

For the Year Ended December 31, (in thousands)
Increase / (Decrease)

2022 2021 $ %
Operating activities $ (1,849) $ (322) $ (1,527) (474.2%)
Investing activities 338 4,381 (4,043) (92.3%)
Financing activities 290 (2,794) 3,084 110.4%

• Net cash used in operating activities was primarily related to our net loss and partially offset by conversion of working 
capital from accounts receivable and reduction in finished goods inventories.  

• Net cash provided by investing activities was due to purchases relating to our internal use software offset by the sale of 
our Prell® brand.

• Net cash provided by financing activities was from proceeds of our various debt facilities which is used for working 
capital.

The accompanying Consolidated Financial Statements have been prepared assuming that the Company will continue as a 
going concern, which contemplates the continuity of operations, realization of assets, and liquidation of liabilities in the normal course 
of business. However, substantial doubt about the Company’s ability to continue as a going concern exists.

Primarily due to a decline in net sales, disruption of our international sales to China, and increases in costs associated with the 
manufacture and distribution of our products, the Company used net cash in operating activities of $1,849 during the year ended 
December 31, 2022. All proceeds from the sale of our Scott's Liquid Gold® brand in January 2023 were used to reduce outstanding 
debt. In February 2023, the Company terminated its Loan and Security Agreement with UMB Bank, N.A. and repaid its revolving 
credit facility in full. The Company's debt agreement with La Plata Capital, LLC matures on November 9, 2023, which will require 
repayments of all principal amounts outstanding during 2023.  Management’s assessment of cash flow forecasts indicate that, absent 
any other action, the Company likely will require additional liquidity to continue its operations over the next 12 months. 

Management has implemented actions to reduce the Company’s operating expenses and has restructured debt facilities 
through the adjustments to the timing of required principal payments and covenant compliance periods. Management is considering 
additional various strategic actions including asset sales, obtaining additional debt or equity financing (potentially in conjunction with 
acquisitions), workforce reduction, deferring or eliminating certain capital expenditures, and further reduction of other operating 
expenses to ensure alignment with customer demand in order to address liquidity needs and pursue its business plan. The Company 
expects that these strategic actions will reduce expenses and outstanding debt balances and provide required liquidity for ongoing 
operations. However, given the impact of the economic downturn on the U.S., the Company may be unable to sell assets or access 
further equity or debt financing when needed. As such, there can be no assurance that the Company will be able to obtain additional 
liquidity when needed or under acceptable terms, if at all.

The Consolidated Financial Statements do not include any adjustments to reflect the possible future effects on the 
recoverability and classification of assets or the amounts and classification of liabilities that may result from the outcome of these 
uncertainties.

Critical Accounting Policies and Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in the United States of 
America requires management to use judgment and make estimates. The level of uncertainty in estimates and assumptions increases 
with the length of time until the underlying transactions are completed. Actual results could ultimately differ from those estimates. 
The accounting policies that are most critical in the preparation of the Company’s Consolidated Financial Statements are those that are 
both important to the presentation of the Consolidated Financial Statements and require significant or complex judgments and 
estimates on the part of management.

Revenue Recognition

Our revenue recognition policy is significant because the amount and timing of revenue is a key component of our results of 
operations. See Note 1(l), “Revenue Recognition” in our Consolidated Financial Statements in Item 8 for additional discussion.
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Intangible Assets and Goodwill

Goodwill is tested for impairment at the reporting unit level, which is the level at which discrete financial information is 
available and reviewed by management. For fiscal year 2022, the Company’s reporting units for goodwill impairment testing purposes 
were its individual components, which are differentiated by their product categories. 

Determining the fair value of the Company’s reporting units for goodwill and the fair value of its intangible assets requires 
significant estimates and judgments by management. When a quantitative analysis is performed, the Company generally uses the 
income approach, which requires several estimates, including future cash flows consistent with management’s strategic plans, sales 
growth rates, and the selection of royalty rates and a discount rate. Estimating sales growth rates requires significant judgment by 
management in areas such as future economic conditions, category growth rates, product pricing, consumer tastes and preferences and 
future expansion expectations. In selecting an appropriate royalty rate, the Company considers recent market transactions for similar 
brands and products. In determining an appropriate discount rate, the Company considers the current interest rate environment and its 
estimated cost of capital. Other qualitative factors the Company considers, in addition to those quantitative measures discussed above, 
include assessments of general macroeconomic conditions, industry-specific considerations and historical financial performance. The 
Company generally engages a third-party valuation firm to assist it in determining the fair value of intangible assets acquired in 
business combinations.

In determining the fair value of the Company’s reporting units, fair value is also determined using the market approach, which is 
generally derived from metrics of comparable publicly traded companies. As multiple valuation methodologies are used, the Company 
also performs a qualitative analysis comparing the fair value of a reporting unit under each method to assess its reasonableness and 
ensure consistency of results.

Determining the expected life of a brand requires management judgment and is based on an evaluation of several factors 
including market share, brand history, future expansion expectations, the level of in-market support anticipated by management, legal 
or regulatory restrictions and the economic environment where the products are sold. 

We made revisions to the internal forecasts relating to all reporting units during the second quarter of 2022 due to changes in the 
economic outlook of our All-Purpose reporting unit, and during the fourth quarter of 2022 related to our annual assessment of all 
reporting units. Through our assessments, we concluded that the changes in circumstances in these reporting units triggered the need 
for a quantitative review of the carrying values of goodwill and certain intangible assets and resulted in impairment charges to each of 
our reporting units during the year ended December 31, 2022, and resulted in the following impairment charges:

2022 2021
Intangible 

Assets Goodwill Total
Intangible 

Assets Goodwill Total
All-Purpose $ 2,717 $ 1,710 $ 4,427 $ 1,084 $ 593 $ 1,677
Shampoo 194 - 194 1,483 760 2,243
Detergent 551 - 551 130 - 130

$ 3,462 $ 1,710 $ 5,172 $ 2,697 $ 1,353 $ 4,050

Inventories Valuation 

Our inventory valuation policy is significant because the costs and valuation of slow-moving or obsolete inventories are key 
components of our results of operations. See Note 1(f), “Inventories Valuation” in our Consolidated Financial Statements in Item 8 for 
additional discussion.

During the years ended December 31, 2022 and 2021, we specifically identified slow moving and obsolete inventories, resulting 
in an impairment of $461 and $404, respectively.
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Income Taxes

Our income taxes policy is significant because our estimate for taxes is a key component of our results of operations. See Note 
1(k), “Income Taxes” in our Consolidated Financial Statements in Item 8 for additional discussion.

Recently Issued Accounting Standards 

For information on recently issued accounting standards, see Note 1(p), “Recently Issued Accounting Standards,” to our 
Consolidated Financial Statements.  

ITEM 7A.        QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK. 

Not applicable. 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. 

Report of Independent Registered Public Accounting Firm

To the Stockholders and Board of Directors of Scott’s Liquid Gold - Inc.

Opinion on the Financial Statements

We have audited the accompanying balance sheets of Scott’s Liquid Gold - Inc. (the “Company”) as of December 31, 2022 and 
December 31, 2021, the related statements of operations, stockholders' equity, and cash flows for each of the years in the period ended 
December 31, 2022, and the related notes (collectively referred to as the “financial statements”). In our opinion, the financial 
statements referred to above present fairly, in all material respects, the financial position of the Company as of December 31, 2022 and 
December 31, 2021, and the results of its operations and its cash flows for each of the years in the period ended December 31, 2022, in 
conformity with accounting principles generally accepted in the United States of America.

Substantial Doubt Regarding Going Concern

The accompanying consolidated financial statements have been prepared assuming that the entity will continue as a going concern. As 
discussed in Note 2 to the consolidated financial statements, the entity has suffered recurring losses from operations, has experienced 
cash used from operations in excess of its current cash position, and has an accumulated deficit, that raise substantial doubt about its 
ability to continue as a going concern. Management’s plans in regard to these matters are also described in Note 2. The consolidated 
financial statements do not include any adjustments that might result from the outcome of this uncertainty. Our opinion is not 
modified with respect to this matter

Basis for Opinion

The Company's management is responsible for these financial statements. Our responsibility is to express an opinion on the 
Company’s financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting 
Oversight Board (United States) (“PCAOB”) and are required to be independent with respect to the Company in accordance with the 
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. 
The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. As part 
of our audits, we are required to obtain an understanding of internal control over financial reporting but not for the purpose of 
expressing an opinion on the effectiveness of the Company's internal control over financial reporting. Accordingly, we express no 
such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to 
error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence 
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used 
and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe 
that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current period audit of the financial statements that was 
communicated or required to be communicated to the audit committee and that (1) relates to accounts or disclosures that are material 
to the financial statements and (2) involved our especially challenging, subjective, or complex judgments. The communication of 
critical audit matters does not alter in any way our opinion on the financial statements, taken as a whole, and we are not, by 
communicating the critical audit matter below, providing a separate opinion on the critical audit matter or on the accounts or 
disclosures to which it relates.
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Impairment of Intangible Assets and Goodwill

Description of the Matter

At December 31, 2022, the Company had intangible assets and goodwill of $1,136,000 and $-0-, respectively. As discussed in Notes 
1(i) and 6 to the consolidated financial statements, intangible assets are assessed for recoverability whenever events or changes in 
circumstances indicate that the carrying amount of the assets may not be fully recoverable. The Company evaluates assets for potential 
impairment by comparing estimated future undiscounted net cash flows to the carrying amount of the asset. If the carrying amount of 
the assets exceeds the estimated future undiscounted cash flows, impairment is measured based on the difference between the carrying 
amount of the assets and fair value. Goodwill is tested by the Company’s management for impairment at least annually, during the 
fourth quarter, unless events or circumstances indicate the carrying amount may not be recoverable. Goodwill is tested for impairment 
at the reporting unit level.

Auditing the Company’s impairment tests for intangible assets with finite lives was complex and highly judgmental due to the 
significant estimation in management’s assumptions related to net sales growth rates, gross profit and operating margin, discount rates, 
and long-term growth rates to calculate the undiscounted cash flows and the fair value estimate. These assumptions can significantly 
affect the undiscounted cash flows and fair value of the intangible assets with finite lives. Auditing the Company’s impairment tests 
for goodwill was complex and highly judgmental due to the significant estimation required in determining the fair value of the 
reporting units. Specifically, the fair value estimates of the reporting units are sensitive to assumptions such as net sales growth rates, 
discount rate, long-term growth rates and gross profit and operating margin. The fair value estimates of intangible assets and reporting 
units are affected by such factors as industry, market performance, and financial forecasts.

How We Addressed the Matter in Our Audit

Our audit procedures related to testing the valuation of intangible assets and goodwill, among others: 

• We obtained an understanding of the process and evaluated the design and implementation of key controls used by 
management to develop its fair value estimates and perform the impairment tests. We tested the completeness and 
accuracy of the underlying data used by the Company for the cash flow projections in its analyses. 

• We compared the significant assumptions used by management in its cash flow projections to current industry and 
economic trends, historical financial results, and other relevant factors and evaluated the reasonableness of those 
assumptions. We also assessed the historical accuracy of management's cash flow projections to actual results.

• With the assistance of our fair value specialists, we evaluated the reasonableness of the revenue growth projections, 
discount rates, royalty rates and valuation methodologies by:

o Testing the source information underlying the determination of revenue growth projections, specifically the long-
term growth rate, royalty rates, and discount rates, and testing the mathematical accuracy of the calculations.

o Reviewing the reconciliation of the internal rate of return, the weighted average return on assets and the weighted 
average cost of capital noting that the reconciliation fell within an acceptable range.

o Reviewing the royalty rates selected for the trade names, to confirm that the rate was a reasonable market 
participant rate.

o We evaluated the completeness and accuracy of the footnote disclosures in Note 6 in the financial statements.
 

/s/ Plante & Moran, PLLC

We have served as the Company’s auditor since 2003.

Broomfield, Colorado 
March 29, 2023
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SCOTT’S LIQUID GOLD-INC. & SUBSIDIARIES
Consolidated Statements of Operations 

(in thousands, except per share data)
 

Year Ended
December 31,

2022 2021
Net sales $ 16,570 $ 29,742
Cost of sales 9,024 16,805
Impairment of inventories 461 404
Total cost of sales 9,485 17,209
Gross profit 7,085 12,533

  
Operating expenses:
Advertising 641 639
Selling 6,477 8,956
General and administrative 2,786 4,611
Intangible asset amortization 325 802
Impairment of goodwill and intangible assets 5,172 4,050
Total operating expenses 15,401 19,058

Loss from operations (8,316) (6,525)

Interest expense (534) (341)
Loss before income taxes and discontinued operations (8,850) (6,866)
Income tax expense (63) (1,079)
Loss from continuing operations (8,913) (7,945)
Income (loss) from discontinued operations, net of taxes 62 (3,146)
Net loss $ (8,851) $ (11,091)

Basic and diluted net loss per common shares:
Loss from continuing operations $ (0.70) $ (0.63)
Income (loss) from discontinued operations $ 0.00 $ (0.25)
Net loss $ (0.70) $ (0.88)

Weighted average shares outstanding:
Basic and diluted 12,758 12,678

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

(in thousands, except par value amounts)

December 31, December 31,
2022 2021

Assets
Current assets:

Cash $ 49 $ 770
Restricted cash - 500
Accounts receivable, net 1,833 3,516
Inventories 4,692 4,937
Income taxes receivable 239 320
Prepaid expenses 243 436

Total current assets 7,056 10,479

Property and equipment, net 1 7
Goodwill - 1,710
Intangible assets, net 1,137 4,809
Operating lease right-of-use assets 2,491 2,735
Other assets 46 38
Assets of discontinued operations - 1,091

Total assets $ 10,731 $ 20,869

Liabilities and Shareholders’ Equity
Current liabilities:

Accounts payable $ 1,407 $ 2,647
Accrued expenses 311 747
Current portion of long-term debt, net of debt issuance costs 3,384 1,000
Operating lease liabilities, current portion 270 251

Total current liabilities 5,372 4,645

Long-term debt, net of current portion and debt issuance costs - 1,876
Operating lease liabilities, net of current 2,512 2,780
Other liabilities 27 27

Total liabilities 7,911 9,328

Shareholders’ equity:
Preferred Stock, no par value, authorized 20,000 shares; no shares issued and outstanding - -
Common Stock; $0.10 par value, authorized 50,000 shares; issued and outstanding 12,797 
shares (2022) and 12,727 shares (2021) 1,280 1,273
Capital in excess of par 7,912 7,789
(Accumulated deficit) retained earnings (6,372) 2,479

Total shareholders’ equity 2,820 11,541
Total liabilities and shareholders’ equity $ 10,731 $ 20,869

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

(in thousands)

Common Stock

Shares Amount
Capital in 

Excess of Par

(Accumulated 
Deficit) 

Retained 
Earnings Total

Balance, January 1, 2021 12,618 $ 1,262 $ 7,633 $ 13,570 $ 22,465
Stock-based compensation - - (9) - (9)
Stock options exercised 45 4 53 - 57
Restricted stock unit vesting 64 7 112 - 119
Net loss - - - (11,091) (11,091)

Balance, December 31, 2021 12,727 1,273 7,789 2,479 11,541
Stock-based compensation - - 89 - 89
Restricted stock unit vesting 70 7 34 - 41
Net loss - - - (8,851) (8,851)

Balance, December 31, 2022 12,797 1,280 7,912 (6,372) 2,820

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

(in thousands)

Year Ended
December 31,

2022 2021
Cash flows from operating activities:   

Net loss $ (8,851) $ (11,091)
Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization 622 1,820
Stock-based compensation 130 110
Deferred income taxes - 784
Loss on disposal of discontinued operations 155 834
Impairment of inventories 461 404
Impairment of goodwill and intangible assets 5,172 6,294
Change in operating assets and liabilities:

Accounts receivable 1,683 996
Inventories 194 (2,093)
Prepaid expenses and other assets 185 272
Income taxes receivable 81 215
Accounts payable, accrued expenses, and other liabilities (1,681) 1,133

Total adjustments to net loss 7,002 10,769
Net cash used in operating activities (1,849) (322)

Cash flows from investing activities:     
Purchase of software (142) (469)
Proceeds from sale of discontinued operations 480 4,850

Net cash provided by investing activities 338 4,381

Cash flows from financing activities:     
Proceeds from term loans - 2,000
Repayments on term loans (2,000) (1,583)
Proceeds from revolving credit facility 25,816 40,677
Repayments of revolving credit facility (23,526) (43,885)
Payments for debt issuance costs - (60)
Proceeds from exercise of stock options - 57

Net cash provided by (used in) financing activities 290 (2,794)

Net (decrease) increase in cash and restricted cash (1,221) 1,265

Cash and restricted cash, beginning of period 1,270 5
Cash and restricted cash, end of period $ 49 $ 1,270

Supplemental disclosures:     
Cash paid during the period for interest $ 316 $ 561

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

(in thousands, except per share data)

Note 1. Organization and Summary of Significant Accounting Policies

(a) Company Background 

Scott’s Liquid Gold-Inc., a Colorado corporation, was incorporated on February 15, 1954. Scott’s Liquid Gold-Inc. and its 
wholly-owned subsidiaries (collectively, the “Company,” “we,” “our,” or “us”) develop, market, and sell quality household and health 
and beauty care products. Our business is comprised of two segments; household products and health and beauty care products. 

(b) Principles of Consolidation

Our Consolidated Financial Statements include our accounts and those of our wholly-owned subsidiaries. All intercompany 
accounts and transactions have been eliminated. 

On December 15, 2022, we entered into an asset purchase agreement with a buyer, pursuant to which we agreed to sell to all of 
our right, title and interest in and to certain assets of the Prell® product line. We have reflected the operations the Prell® product line as 
discontinued operations for all periods presented, which was previously classified under our household products segment. See Note 3 
for further information.

On December 23, 2021, we entered into an asset purchase agreement with a buyer, pursuant to which we agreed to sell to all of 
our right, title and interest in and to certain assets of the Dryel® product line. We have reflected the operations the Dryel® product line 
as discontinued operations for all periods presented, which was previously classified under our household products segment. See Note 
3 for further information.

(c) Basis of Presentation

The accompanying consolidated financial statements have been prepared in accordance with GAAP and pursuant to the rules 
and regulations of the Securities and Exchange Commission (the “SEC”). Certain previously reported financial information has been 
reclassified to conform to the current year’s presentation.

(d) Use of Estimates

The preparation of financial statements in conformity with GAAP requires us to make estimates and assumptions that affect the 
reported amounts in our financial statements of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reporting period. Significant estimates include, but 
are not limited to, the realization of deferred tax assets, reserves for slow moving and obsolete inventory, customer returns and 
allowances, intangible asset useful lives and amortization method, fair value of assets acquired in business combinations, future cash 
flows associated with impairment testing of goodwill and other long-lived assets, and stock-based compensation. Actual results could 
differ from our estimates. 

(e) Cash and Restricted Cash

Cash and restricted cash consist of the following:

December 31, 2022 December 31, 2021
Cash $ 49 $ 770
Restricted Cash - 500

$ 49 $ 1,270
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(f) Inventories Valuation 

Inventories consist of raw materials and finished goods and are stated at the lower of cost (first-in, first-out method) or net 
realizable value, which is defined as the estimated selling price in the ordinary course of business, less reasonably predictable costs of 
completion, disposal, and transportation. We specifically identify impairment write downs for slow moving and obsolete products and 
raw materials based upon, among other things, an assessment of historical and anticipated sales of our products. In the event that 
actual results differ from our estimates, the results of future periods may be impacted. 

During the years ended December 31, 2022 and 2021 respectively, we specifically identified slow moving and obsolete raw 
material and finished goods inventories, resulting in impairment charges that are reflected on the Consolidated Statements of 
Operations.

(g) Property and Equipment 

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

(h) Leases

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

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

(i) Intangible Assets and Goodwill

Goodwill is subject to impairment tests at least annually or when events or changes in circumstances indicate that an asset may 
be impaired. Other intangible assets with finite lives, such as customer relationships, trade names, and formulas, are amortized over 
their estimated useful lives, generally ranging from 5 to 20 years. Amortization expense related to intangible assets is included in 
operating expenses on the Consolidated Statement of Operations. 

 Internal-use software costs recognized as an intangible asset relates to capitalizable costs of computer software obtained for 
internal-use as defined by the Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 350-40-
30-1. All other internal-use software costs are expensed as incurred by the Company. In the second quarter of 2022, our internal-use 
software was implemented for its intended use with an estimated useful life of five years. Amortization expense is recorded on a 
straight-line basis and is included in general and administrative expenses on the Consolidated Statements of Operations.

(j) Financial Instruments 

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

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



26

(k) Income Taxes

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

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

On March 27, 2020, President Trump signed into U.S. federal law the CARES Act, which among other things, includes 
provisions relating to refundable payroll tax credits, deferment of employer side social security payments, net operating loss carryback 
periods, alternative minimum tax credit refunds, modifications to the net interest deduction limitations and technical corrections to tax 
depreciation methods for qualified improvement property. In particular, under the CARES Act, NOLs arising in 2018, 2019, and 2020 
taxable years may be carried back to each of the preceding five years to generate a refund. The tax impact of the carryback of 2020 
and 2019 losses were recorded in the first quarter 2021 and 2020 income tax provisions, respectively. We elected to defer our portion 
of social security tax payments, and we paid this liability in the third quarter of 2021. 

(l) Revenue Recognition

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

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

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

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

Sales are recorded at the time that control of the products is transferred to customers. In evaluating the timing of the transfer of 
control of products to customers, we consider several indicators, including significant risks and rewards of products, our right to 
payment, and the legal title of the products. Based on the assessment of control indicators, sales are generally recognized when 
products are delivered to customers.
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We have also established an allowance for doubtful accounts. We estimate this allowance based upon, among other things, an 
assessment of the credit risk of specific customers and historical trends. We believe our allowance for doubtful accounts is adequate to 
absorb any losses which may arise. In the event that actual losses differ from our estimates, the results of future periods may be 
impacted. 

Customer allowances for trade promotions and allowance for doubtful accounts at December 31 were as follows:

 
2022 2021

Trade promotions $ 361 $ 1,242
Allowance for doubtful accounts 59 14

$ 420 $ 1,256

(m) Advertising Costs 

We expense advertising costs as incurred. 

(n) Stock-Based Compensation 

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

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

(o) Operating Costs and Expenses Classification 

Cost of sales includes costs associated with purchasing finished goods from contract manufacturers, labor, freight-in, quality 
control, repairs, maintenance, and other indirect costs. We classify freight-out as selling expenses. Other selling expenses consist 
primarily of costs for sales and sales support personnel, brokerage commissions and promotional costs. Freight-out costs included in 
selling expenses totaled $1,771 and $2,879, for the years ended December 31, 2022 and 2021, respectively. 

General and administrative expenses consist primarily of wages and benefits associated with management and administrative 
support departments, business insurance costs, professional fees, office facility related expenses and other general support costs.
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On April 29, 2021, the Company announced that Mark E. Goldstein, the President and Chief Executive Officer of the Company 
and a member of the Board of Directors, retired effective as of April 26, 2021. In connection with Mr. Goldstein’s retirement, the 
Company and Mr. Goldstein entered into a Separation Agreement, Waiver and Release (the “Separation Agreement”), pursuant to 
which the Company will pay Mr. Goldstein $720 in severance payments (equal to 18 months base salary) over a period of 30 months 
and reimbursement for the costs of continuing health benefits for a period of 18 months. Severance costs of $805 were recognized in 
the second quarter of 2021 and are included in general and administrative expenses. Accrued severance costs are included in accrued 
expenses on the Consolidated Balance Sheets.

(p) Recently Issued Accounting Standards

In September 2022, the FASB issued Accounting Standards Update (“ASU”) No. 2022-04, “Liabilities - Supplier Finance 
Programs (Subtopic 405-50): Disclosure of Supplier Finance Program Obligations”. This guidance requires annual and interim 
disclosures for entities that use supplier finance programs in connection with the purchase of goods and services. These amendments 
are effective for fiscal years beginning after December 15, 2022, except for the amendment on rollforward information, which is 
effective for fiscal years beginning after December 15, 2023. We are currently assessing the impact of this guidance on our financial 
statements.

(q) Recently Adopted Accounting Standards 

In December 2022, the FASB issues ASU No. 2022-06, “Reference Rate Reform (Topic 848): Deferred of the Sunset Date of 
Topic 848”. This guidance defers the sunset date of Topic 848 from December 31, 2022 to December 31, 2024, after which entities 
will no longer be permitted to apply the relief in Topic 848. The Company adopted ASU 2022-06 effective December 31, 2022. The 
adoption did not have a material impact on our financial statements. 

Note 2. Going Concern

The accompanying Consolidated Financial Statements have been prepared assuming that the Company will continue as a 
going concern, which contemplates the continuity of operations, realization of assets, and liquidation of liabilities in the normal course 
of business. However, substantial doubt about the Company’s ability to continue as a going concern exists.

Primarily due to a decline in net sales, disruption of our international sales to China, and increases in costs associated with the 
manufacture and distribution of our products, the Company used net cash in operating activities of $1,849 during the year ended 
December 31, 2022. In February 2023, the Company terminated its Loan and Security Agreement with UMB Bank, N.A. and repaid 
its revolving credit facility in full. The Company’s debt agreement with La Plata Capital, LLC matures on November 9, 2023. See 
Note 7 - “Long-Term Debt and Line of Credit” in the Notes to Consolidated Financial Statements for further information. 
Management’s assessment of cash flow forecasts indicate that, absent any other action, the Company likely will require additional 
liquidity to continue its operations over the next 12 months.

Management has implemented actions to reduce the Company’s operating expenses and has restructured debt facilities 
through the adjustments to the timing of required principal payments and covenant compliance periods. Management is considering 
additional various strategic actions including asset sales, obtaining additional debt or equity financing (potentially in conjunction with 
acquisitions), workforce reduction, deferring or eliminating certain capital expenditures, and further reduction of other operating 
expenses to ensure alignment with customer demand in order to address liquidity needs and pursue its business plan. The Company 
expects that these strategic actions will reduce expenses and outstanding debt balances and provide required liquidity for ongoing 
operations. However, given the impact of the economic downturn on the U.S., the Company may be unable to sell assets or access 
further equity or debt financing when needed. As such, there can be no assurance that the Company will be able to obtain additional 
liquidity when needed or under acceptable terms, if at all.

The Consolidated Financial Statements do not include any adjustments to reflect the possible future effects on the 
recoverability and classification of assets or the amounts and classification of liabilities that may result from the outcome of these 
uncertainties.
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Note 3. Discontinued Operations 

On December 15, 2022, we entered into an asset purchase agreement with a buyer, pursuant to which we agreed to sell to all of 
our right, title and interest in and to certain assets of the Prell® product line. The total consideration paid to us was $150, plus an 
amount equal to the value of the Prell® inventory of $330, subject to post-close adjustment. Additionally, the buyer will pay a royalty 
equal to 3% of collections on net sales for four years after the closing date (the “Prell® Royalty”). The Prell® Royalty required 
recognition of a gain upon derecognition of the sale of assets under FASB ASC 610-20. Because the Prell® Royalty is variable 
consideration and is contingent on the outcome of future events that are largely outside of the Company’s control, the variable 
consideration from the Prell® Royalty has been fully constrained and no amount is included in the loss on the sale of discontinued 
operations. Consideration for the Prell® Royalty will be recognized as received from the buyer. The constraint on the variable 
consideration will be reassessed at each subsequent reporting period.

On December 23, 2021, we entered into an asset purchase agreement with a buyer, pursuant to which we agreed to sell to all of 
our right, title and interest in and to certain assets of the Dryel® product line. The total consideration paid to us was $4,850, plus an 
amount equal to the value of the Dryel® inventory of $440, subject to post-close adjustment. At closing, $500 of the total consideration 
is held in escrow for a twelve-month period following the closing date, and was released ratably in four installments in 2022. This 
consideration is reflected as Restricted Cash on the Consolidated Balance Sheets. 

A long-lived asset group should be classified as held for sale if all of the established criteria are met. The sales of Prell® and 
Dryel® did not meet these criteria during the years ended December 31, 2022, and 2021, respectively, because we had not established 
active programs to locate a buyer and because the brands were not being marketed for sale. All efforts between the buyers and the 
Company occurred during the fourth quarter of 2022 and 2021, respectively. As a result, there were no adjustments to fair value 
related to held for sale assets, and the difference between the consideration paid to us and the carrying amount of all assets is reflected 
in the loss on sale of discontinued operations.

We have reflected the operations of the Prell® and Dryel® and product lines as discontinued operations. Our Consolidated 
Balance Sheets and Consolidated Statements of Operations report discontinued operations separate from continuing operations. Our 
Consolidated Statements of Equity and Statements of Cash Flows combine the results of continuing and discontinued operations. A 
summary of financial information related to our discontinued operations is as follows:

Reconciliation of the Line Items Constituting Pretax Loss from Discontinued Operations to the After-Tax Loss from 
Discontinued Operations in the Consolidated Statements of Operations for the years ended December 31:

2022
Prell® Dryel® Total

Net sales $ 3,140 $ - $ 3,140
Cost of sales 2,006 - 2,006
Gross profit 1,134 - 1,134

Operating expenses:
Selling 831 - 831
General and administrative 14 - 14
Intangible asset amortization 18 - 18

Income from discontinued operations, before 
tax 271 - 271

Interest expense (54) - (54)
Loss on sale of discontinued operations (155) - (155)
Income from discontinued operations, net of 
tax $ 62 $ - $ 62
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2021
Prell® Dryel® Total

Net sales $ 3,339 $ 2,827 $ 6,166
Cost of sales 2,277 1,482 3,759
Gross profit 1,062 1,345 2,407

Operating expenses:
Selling 841 625 1,466
General and administrative - 34 34
Intangible asset amortization 309 492 801
Impairment of goodwill and intangible assets 2,244 - 2,244

Loss from discontinued operations, before tax (2,332) 194 (2,138)

Interest expense (32) (398) (430)
Income tax benefit 71 185 256
Loss on sale of discontinued operations - (834) (834)
Loss from discontinued operations, net of tax $ (2,293) $ (853) $ (3,146)

There were no capital expenditures or significant operating and investing noncash items related to discontinued operations 
during the years ended December 31, 2022 and 2021, respectively.

Reconciliation of Major Classes of Assets and Liabilities of the Discontinued Operations to Amounts Presented Separately in 
the Consolidated Balance Sheets as of December 31:

2022 2021
 Assets
Current assets:
 Inventories $ - $ 740

 Intangible assets, net - 351
Total assets $ - $ 1,091

All assets and liabilities in the above table are related to the discontinued operations of Prell®. There were no assets or liabilities 
related to Dryel® as of December 31, 2022 or 2021, respectively.

The following summarizes the carrying values of intangible assets, and the resulting loss on sale of discontinued operations 
associated with Prell® at the date of disposition:

Trade names $ 152
Formulas and batching processes 153
 $ 305

Proceeds from sale of Prell® 150
Loss on sale of discontinued operations $ (155)
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The following summarizes the carrying values of goodwill, intangible assets, and the resulting loss on sale of discontinued 
operations associated with Dryel® at the date of disposition:

Customer relationships $ 2,663
Trade names 1,064
Formulas and batching processes 488
Non-compete 12
Goodwill 1,457
 $ 5,684

Proceeds from sale of Dryel® 4,850
Loss on sale of discontinued operations $ (834)

Note 4. Inventories 

Inventories, consisting of materials, labor and overhead at December 31 were comprised of the following: 

2022 2021
Finished goods $ 4,568 $ 4,759
Raw materials 124 178

$ 4,692 $ 4,937

Note 5. Property and Equipment 

Property and equipment at December 31 were comprised of the following: 

2022 2021
Office furniture and equipment $ 151 $ 151
Less accumulated depreciation (150) (144)
 $ 1 $ 7

Depreciation expense for the years ended December 31, 2022 and 2021 was $6 and $11, respectively. 

Note 6. Goodwill and Intangible Assets 

The changes in the carrying amount of goodwill by reporting unit for the fiscal years ended December 31, 2022 and 2021 were 
as follows:

Detergent Shampoo All-Purpose Total
Balance, January 1, 2022 $ - $ - $ 1,710 $ 1,710
Additions - - - -
Impairment - - (1,710) (1,710)

Balance, December 31, 2022 $ - $ - $ - $ -

Balance, January 1, 2021 $ 593 $ 760 $ 1,710 $ 3,063
Additions - - - -
Impairment (593) (760) - (1,353)

Balance, December 31, 2021 $ - $ - $ 1,710 $ 1,710
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Intangible assets consisted of the following: 
 

As of December 31, 2022 As of December 31, 2021
Gross Carrying 

Amount
Accumulated 
Amortization

Net Carrying 
Value

Gross Carrying 
Amount

Accumulated 
Amortization

Net Carrying 
Value

Intangible assets:
Customer relationships $ - $ - $ - $ 2,103 $ 329 $ 1,774
Trade names 309 97 212 1,680 151 1,529
Formulas and batching processes 412 283 129 1,036 299 737
Internal-use software 898 105 793 756 - 756
Non-compete agreement 33 30 3 48 35 13

$ 1,652 $ 515 $ 1,137 $ 5,623 $ 814 $ 4,809
 

The change in the net carrying amounts of intangible assets during 2022 was primarily due to cash paid for our internal-use 
software, the impact of impairment charges related to intangible assets in our reporting units more fully described below, and 
amortization expense. Amortization expense for the years ended December 31, 2022 and 2021 was $325 and $802, respectively. 

Estimated amortization expense for 2023 and subsequent years is as follows:

2023 $ 219
2024 219
2025 218
2026 217
2027 112
Thereafter 152
Total $ 1,137

During the second quarter of 2022, we experienced a significant decline in our stock price and market capitalization and revised 
internal forecasts relating to all reporting units due to inflationary related pressures at our customers which have caused sales 
decreases, which resulted in impairment charges to goodwill and certain intangible assets in our All-Purpose reporting unit. We made 
revisions to the internal forecasts relating to all reporting units during the fourth quarter of 2022 and 2021 due primarily to the sale of 
our Prell® and Dryel® brands as well as the impact of rising costs associated with the manufacture and distribution of our products. 
Through our annual assessments conducted on December 31, 2022 and 2021, respectively, we concluded that the changes in 
circumstances in these reporting units triggered the need for a quantitative review of the carrying values of goodwill and certain 
intangible assets and resulted in impairment charges to each of our Detergent, All-Purpose, and Shampoo reporting units. During the 
year ended December 31, 2022 and 2021, respectively, we incurred the impairment charges to the following reporting units:

2022 2021
Intangible 

Assets Goodwill Total
Intangible 

Assets Goodwill Total
All-Purpose $ 2,717 $ 1,710 $ 4,427 $ 1,084 $ 593 $ 1,677
Shampoo 194 - 194 1,483 760 2,243
Detergent 551 - 551 130 - 130

$ 3,462 $ 1,710 $ 5,172 $ 2,697 $ 1,353 $ 4,050

The Company used the income approach and market approach to determine the fair value of the reporting units that required 
significant judgments and estimates by management regarding several key inputs, including future cash flows consistent with 
management’s strategic plans, sales growth rates and the selection of royalty rate and a discount rate, among others. Estimating sales 
growth rates requires significant judgment by management in areas such as future economic conditions, category and industry growth 
rates, product pricing, consumer tastes and preferences and future expansion expectations.
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Note 7. Long-Term Debt and Line-of-Credit

UMB Loan Agreement

On July 1, 2020, we entered into a Loan and Security Agreement (as amended, the “UMB Loan Agreement”) with UMB Bank, 
N.A. (“UMB”). Under the UMB Loan Agreement we obtained a $3,000 term loan, with equal monthly payments fully amortized over 
three years, which was repaid in full in the second quarter of 2022, and a revolving credit facility, with a maximum commitment of 
$4,000 bearing interest at the one-month term SOFR rate + 6.83% with a floor of 7.75%. 

On January 23, 2023, we entered into the Consent and Seventh Amendment to Loan and Security Agreement, which consents to 
the sale of Scott's Liquid Gold® Wood Care and Scott's Liquid Gold® Floor Restore assets, updates defined terms and financial covenants 
under the UMB Agreement, and reduces the maximum commitment on the revolving credit facility to $500, contingent on a further 
reduction to $250 if a tax refund is received from the Internal Revenue Service.

The UMB Loan Agreement required compliance with affirmative, negative, and financial covenants, as determined on a 
monthly basis. The Company was in compliance with the UMB Loan Agreement covenants as of December 31, 2022.

As of December 31, 2022, our UMB term loan and UMB revolving credit facility had an outstanding balance of $0 and $2,504, 
respectively, with an all-in interest rate of 10.67% and 11.19%, respectively. UMB unamortized loan costs were $100 and $297 as of 
December 31, 2022 and 2021, respectively.

The UMB Loan Agreement was terminated on February 27, 2023 and the revolving credit facility was paid in full on February 
28, 2023. The loans were secured by all of the assets of the Company and all of its subsidiaries.

La Plata Loan Agreement

On November 9, 2021, we entered into a loan and security agreement (the “La Plata Loan Agreement”) with La Plata Capital, 
LLC (“La Plata”). Under the La Plata Loan Agreement, we obtained a $2,000 term loan that bears interest at 14% and a maturity date 
of November 9, 2023. Interest-only payments are required on a monthly basis beginning in January 2022 and ending on December 31, 
2022. Beginning on January 1, 2023, monthly principal payments of $30 are required in addition to accrued and unpaid interest. All 
remaining unpaid principal and interest are fully due on November 9, 2023. We repaid $1,000 of principal against the La Plata Loan 
Agreement during the first quarter of 2022.

The La Plata Loan Agreement requires compliance with affirmative, negative, and financial covenants, as determined on a 
monthly basis. The La Plata Loan Agreement is secured by all of the assets of the Company and all of its subsidiaries, subordinate to 
the security of the UMB Loan Agreement. In conjunction with this agreement, we also entered into an intercreditor and subordination 
agreement with UMB and La Plata, effective November 9, 2021.

On January 25, 2023, we entered into the First Amendment to La Plata Loan Agreement (the “First Amendment”). The First 
Amendment states interest-only payments are required on a monthly basis through March 31, 2023. The First Amendment revises the 
timing of principal and interest payments and provides updated financial covenants.

On February 28, 2023, we entered into the Second Amendment to La Plata Loan Agreement (the “Second Amendment”). The 
Second Amendment provides an additional $250 through a promissory note with an interest rate of 15% per annum. Interest-only 
payments are required on a monthly basis through June 30, 2023, with monthly principal payments of $30 beginning on July 1, 2023. 
The Second Amendment also revised the date as of which certain financial covenants would be required to June 30, 2023.

The Company was in compliance with the La Plata Loan Agreement covenants as of December 31, 2022.

As of December 31, 2022, our La Plata term loan had an outstanding balance of $1,000. La Plata unamortized loan costs were 
$20 and $41 as of December 31, 2022 and 2021, respectively.

As of December 31, 2022, the total principal payments due on our outstanding debt were as follows:

Revolving Credit Facility Term Loan Total
2023 $ 2,504 $ 1,000 $ 3,504
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Note 8. Leases

We have entered into a lease for our corporate headquarters with a remaining lease term of 8 years. This lease includes both 
lease and non-lease components, which are accounted for as a single lease component as we have elected the practical expedient to 
combine these components for all leases. As the lease does not provide an implicit rate, we calculated the right-of-use assets and lease 
liabilities using our secured incremental borrowing rate at the lease commencement date. We currently do not have any finance leases 
outstanding.

Information related to leases was as follows:

2022 2021
Operating lease information:
Operating lease cost $ 400 $ 411
Operating cash flows from operating leases 400 411
Net assets obtained in exchange for new operating lease 
liabilities - -

Weighted average remaining lease term in years 7.92 8.91
Weighted average discount rate 5.1% 5.1%

Future minimum annual lease payments are as follows:

2023 $ 406
2024 413
2025 420
2026 427
2027 434
Thereafter 1,305
Total minimum lease payments $ 3,405
Less imputed interest (623)

Total operating lease liability $ 2,782

Note 9. Income Taxes 

The provision for income tax attributable to continuing operations for the years ended December 31 is as follows: 

2022 2021
Current provision:

Federal $ 63 $ 39
State - -

Total current provision 63 39
Deferred provision:

Federal - 1,040
State - -

Total deferred provision - 1,040
Provision:

Federal 63 1,079
State - -

Total provision $ 63 $ 1,079

The current tax provision related to discontinued operations for the years ended December 31, 2022 and 2021 was $58 and $0, 
respectively. The deferred tax benefit related to discontinued operations for the years ended December 31, 2022 and 2021 was $(45) 
and $(256), respectively. These amounts are combined with amounts related to continuing operations on the consolidated statements 
of cash flows.
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Income tax expense at the statutory tax rate is reconciled to the overall income tax expense for the years ended December 31 as 
follows: 
 

2022 2021
Federal income tax at statutory rates $ (1,845) $ (1,442)
State income taxes, net of federal tax effect (74) (132)
Permanent differences - (6)
Rate difference in NOL Carryback 57 11
Other 22 (55)
Change in state tax rate 149 57
Change in valuation allowance 1,754 2,646

Provision for income taxes $ 63 $ 1,079

The effective tax rate for the years ended December 31, 2022 and 2021 was (0.7%) and (10.9%) respectively, which can differ 
from the statutory income tax rate due to various factors, including the establishment and change in a valuation allowance. During the 
year ended 2021, the Company established a valuation allowance on our deferred tax asset, which is reflected in income tax expense 
on the Consolidated Statements of Operations. The valuation allowance represents our determination that, more likely than not, we 
will be unable to realize the value of such assets at this time due to the uncertainty of future profitability.

ASC 740 requires that the tax benefit of net operating losses, temporary differences and credit carryforwards be recorded as an 
asset to the extent that management assesses that realization is “more likely than not.” Realization of the future tax benefits is 
dependent on the Company's ability to generate sufficient taxable income within the carryforward period. The net deferred tax assets 
and liabilities as of December 31, 2022 and 2021 are comprised of the following: 

2022 2021
Deferred tax assets:

Net operating loss carryforwards $ 1,659 $ 531
Accounts receivable 20 30
Inventories 231 410
Accrued vacation and bonus 67 161
Intangibles and Goodwill 2,622 1,771
Operating lease liabilities 610 697
Other 231 168

Total deferred tax assets 5,440 3,768
Deferred tax liabilities:

Operating lease right-of-use assets (546) (629)
Prepaid expenses (22) (21)

Total deferred tax liabilities (568) (650)
Net deferred tax asset, before allowance 4,872 3,118

Valuation allowance (4,872) (3,118)
Net deferred tax asset $ - $ -

Net operating losses and tax credit carryforwards as of December 31, 2022 are as follows:

Expiration Years
Net operating losses, state (After December 31, 2017) $ 2,452 Do not expire
Tax credits, federal $ 8 2042

Accounting for uncertainty in income taxes is based on a recognition threshold and measurement attribute for the financial 
statement recognition and measurement of a tax position taken or expected to be taken in a tax return. We recognize in our 
Consolidated Financial Statements only those tax positions that are more-likely-than-not to be sustained as of the adoption date, based 
on the technical merits of the position. Each year we perform a comprehensive review of our material tax positions. 

A valuation allowance has been provided as there is uncertainty that the deferred tax assets will be realized. The valuation 
allowance as of December 31, 2022, primarily relates to net operating loss carryforwards, goodwill, and intangible assets. 

Our policy is to recognize interest and penalties related to uncertain tax benefits in income tax expense. As we had no uncertain 
tax benefits during 2022 and 2021, we had no accrued interest or penalties related to uncertain tax positions in either year.
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We and our subsidiaries are subject to the following material taxing jurisdictions: United States and Colorado. The tax years that 
remain open to examination by the Internal Revenue Service are 2019 and years thereafter. The tax years that remain open to 
examination by the State of Colorado are 2018 and years thereafter. 

Note 10. Shareholders’ Equity 

In 2015, we adopted, and shareholders approved, an equity incentive plan for our employees, officers and directors (the “2015 
Plan”).

On January 18, 2022, we granted 25 RSUs to an employee (the “2022 Individual Employee Grant”) with a grant date fair value 
of $10. The 2022 Individual Employee Grant vested one-third on the initial grant date, and the remaining two-thirds will vest on each 
anniversary of the grant date. On March 2, 2022, we granted 15 shares of restricted stock to one executive all of which vested on the 
grant date with a fair value of $18. 

On November 9, 2021, we awarded 107 RSUs to executives and employees (the “2021 Employee Grant”). The 2021 Employee 
Grant vests in thirds on each anniversary of the grant date.

During 2022 and 2021, we did not grant any options to acquire shares of our common stock.

Compensation cost related to stock options recognized in operating results (included in general and administrative expenses) 
totaled $10 and $54 for the years ended December 31, 2022 and 2021, respectively. Approximately $0 of total unrecognized 
compensation costs related to non-vested stock options is expected to be recognized over the next two years, depending on the vesting 
provisions of the options. There was no tax benefit from recording the non-cash expense as it relates to the options granted to 
employees, as these were qualified stock options which are not normally tax deductible.

Compensation cost related to RSUs totaled $79 and $56 for the year ended December 31, 2022 and 2021, respectively. 
Approximately $145 of total unrecognized compensation costs related to non-vested RSUs is expected to be recognized over the next 
three years. 

Stock option activity under the 2015 Plan is as follows:

Number of 
Options

Weighted 
Average 
Exercise 

Price

Weighted 
Average 

Remaining 
Contractual 

Life

Aggregate 
Intrinsic 

Value
2015 Plan
Maximum number of shares under the plan 2,000
Outstanding, December 31, 2020 470 $ 1.80 3.3 years 125
Granted - $ -
Exercised (45) $ 1.26
Cancelled/Expired (118) $ 2.17

Outstanding, December 31, 2021 307 $ 1.80 2.6 years 45
Exercisable, December 31, 2021 289 $ 1.76 2.7 years 45
Available for issuance, December 31, 2021 1,530
Granted - $ -
Exercised - $ -
Cancelled/Expired 158 $ 2.08

Outstanding, December 31, 2022 149 $ 1.42 2.7 years -
Exercisable, December 31, 2022 149 $ 1.32 2.7 years -
Available for issuance, December 31, 2022 1,851
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A summary of additional information related to the options outstanding as of December 31, 2022 under the 2015 Plan is as 
follows:

Range of Exercise Prices
Number of Options

(in thousands)
Weighted Average 

Remaining Contractual Life
Weighted Average 

Exercise Price
2015 Plan
$1.20-$1.25 76 2.7 years $ 1.25
$1.26-$1.38 40 3.9 years $ 1.26
$1.80-$2.25 33 1.4 years $ 2.02

Total 149 2.7 years $ 1.42

Under our 2015 Plan, we have 1,706 shares available for future equity grants, which comprises our maximum shares available 
under the plan less all options and RSUs granted.

We have an Employee Stock Ownership Plan to provide retirement benefits for our employees which was terminated on 
December 1, 2021. At December 31, 2022 and 2021, a total of 0 and 14 shares of our common stock, respectively, have been allocated 
and earned by our employees.

Note 11. Earnings per Share 

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

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

A reconciliation of the weighted average number of common shares outstanding (in thousands) for the years ended December 31 
is as follows: 

2022 2021
Common shares outstanding, beginning of the period 12,727 12,618
Weighted average common shares issued 31 60
Weighted average number of common shares outstanding 12,758 12,678
Dilutive effect of common share equivalents - -
Diluted weighted average number of common shares outstanding 12,758 12,678

Common stock equivalents (in thousands) that have been excluded from the calculation of earnings per share as of December 31 
because they would have been anti-dilutive are as follows:

2022 2021
Stock options 148 188

Note 12. Segment Information 

Segments

We operate in two different segments: household products and health and beauty care products. We have chosen to organize our 
business around these segments based on differences in the products sold. Accounting policies for our segments are the same as those 
described in Note 1. We evaluate segment performance based on segment income or loss before income taxes.
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The following provides information on our segments as of and for the years ended December 31:
 

2022

Household 
Products

Health and 
Beauty Care 

Products Corporate Total
Net sales $ 11,763 $ 4,807 $ - $ 16,570
Loss from operations (6,574) (1,742) - (8,316)
Identifiable assets 5,968 3,730 1,033 10,731
Capital and intangible asset expenditures - - 142 142
Depreciation and amortization 487 135 - 622

2021

Household 
Products

Health and 
Beauty Care 

Products Corporate Total
Net sales $ 14,152 $ 15,590 $ - $ 29,742
Loss from operations (3,963) (2,562) - (6,525)
Identifiable assets 13,207 6,398 1,264 20,869
Capital and intangible asset expenditures - - 469 469
Depreciation and amortization 1,202 618 - 1,820

Corporate assets noted above are comprised of our income tax receivable and internal-use software.

Customers

Net sales to significant customers were the following for the years ended December 31, 2022 and 2021, respectively:

2022 2021
Walmart $ 7,111 $ 11,102
Ulta $ 146 $ 6,764

Outstanding accounts receivable from significant customers represented the following percentages of our total accounts 
receivable as of December 31, 2022 and 2021, respectively: 

2022 2021
Walmart 32.7% 51.7%
Ulta 0.0% 2.9%

A loss of any of our significant customers could have a material adverse effect on us because it is uncertain whether our 
consumer base served by these customers would purchase our products at other retail outlets. No long-term contracts exist between us 
and our other significant customers. 

Geographic Area Information

Information about continuing operations in different geographic areas is as follows for the years ended December 31, 2022 and 
2021, respectively:

2022 2021
Net sales
United States $ 15,776 $ 26,730
PRC 673 2,448
Canada 121 564
Total $ 16,570 $ 29,742
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All net sales to the PRC were to HK NFS, our former exclusive distributor. There were no long-lived assets held outside the 
United States as of December 31, 2022 and 2021, respectively.

Note 13. Commitments and Contingencies

As of December 31, 2022, the Company had no material commitments or contingencies.

Note 14. Subsequent Events

Sale of Scott's Liquid Gold® brand

On January 23, 2023, we entered into an asset purchase agreement with a buyer, pursuant to which we agreed to sell all of our 
right, title and interest in and to certain assets of the Scott's Liquid Gold® Wood Care and Scott's Liquid Gold® Floor Restore product 
lines. The total consideration paid to us was $800, plus an amount equal to the value of the Scott's Liquid Gold® Wood Care and 
Scott's Liquid Gold® Floor Restore inventory of $1,100, subject to post-close adjustment. Additionally, the buyer will pay a royalty 
equal to 2% of net sales for four years after the closing date. The assets sold did not meet all criteria to be classified as assets held for 
sale as of the balance sheet date, and as such are not presented and disclosed as assets held for sale in the Consolidated Financial 
Statements. Net sales of Scott’s Liquid Gold® Wood Care and Floor Restore were $4,075 and $5,028 for the years ended December 
31, 2022 and 2021, respectively. 

In conjunction with the sale of the Scott’s Liquid Gold® brand, the Company may continue to use names “Scott’s Liquid Gold” 
and “SLG” for up to one year following the closing date of the agreement on January 23, 2023. Following this transitional name 
period, the Company will only be able to use the aforementioned names in connection with retaining records and other historical or 
archived documents and any use required by or permitted as a fair use or otherwise under applicable law.

Entry into employment agreements

Effective as of March 31, 2023, Tisha Pedrazzini, President and Principal Executive Officer, and David Arndt, Chief Financial 
Officer, Principal Accounting Officer, Treasurer, and Corporate Secretary, entered into employment agreements with the Company.

The employment agreements for Ms. Pedrazzini and Mr. Arndt provide for annual salaries of $240 and $205, respectively and 
have the potential to earn bonuses for each individual based on individual and/or Company’s performance. The initial term of the 
agreements are one year and will renew automatically for 120 day periods thereafter unless either party provides 90 days’ notice on 
non-renewal. 

ITEM 9.          CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL 
DISCLOSURE. 

None. 

ITEM 9A.       CONTROLS AND PROCEDURES. 

Disclosure Controls and Procedures 

As of December 31, 2022, we conducted an evaluation, under the supervision and with the participation of our President and 
Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and procedures. Based on that 
evaluation, our President and Chief Financial Officer concluded that our disclosure controls and procedures are effective as of 
December 31, 2022. 
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Management’s Report on Internal Control over Financial Reporting 

Management is responsible for establishing and maintaining adequate internal control over financial reporting. A company’s 
internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles. Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of 
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

Management, including our President and Chief Financial Officer, has conducted an evaluation of the effectiveness of the 
Company’s internal control over financial reporting as of December 31, 2022, based on the criteria for effective internal control 
described in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway 
Commission. Based on its assessment, management concluded that the Company’s internal control over financial reporting was 
effective as of December 31, 2022.

This Report does not include an attestation report of our independent registered public accounting firm regarding internal 
control over financial reporting. Management’s report was not subject to attestation by our independent registered public accounting 
firm pursuant to rules of the Securities and Exchange Commission that permits us to provide only management’s report in this Report. 

Management’s report shall not be deemed to be filed for purposes of Section 18 of the Securities Exchange Act of 1934, or 
otherwise subject to the liabilities of that section, and is not incorporated by reference into any filing of the Company, whether made 
before or after the date hereof, regardless of any general incorporation language in such filing. 

Remediation of Material Weakness

A material weakness is a deficiency or a combination of deficiencies in internal control over financial reporting such that there 
is a reasonable possibility that a material misstatement of the registrant’s financial statements will not be prevented or detected on a 
timely basis. The material weakness that we previously reported was identified as of June 30, 2022 related to the review of the 
impairment assessment of goodwill prepared by a third-party firm. The deficiencies in internal control over financial reporting were 
detailed in Item 4 of the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2022.

During the fourth quarter of 2022, management of the Company implemented measures that it believes are sufficient to fully 
remediate each of the deficiencies resulting in the material weakness, which measures are described in Item 4 of the Company’s 
Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2022. During the fourth quarter of fiscal 2022, we successfully 
completed the testing necessary to conclude that the material weakness has been remediated. We will continue to monitor the 
effectiveness of these and other processes, procedures, and controls and will make any further changes that management determines to 
be appropriate.

Changes in Internal Control over Financial Reporting 

Other than the remediation of the material weakness referenced above, there was no change in our internal control over financial 
reporting during the quarter ended December 31, 2022 that has materially affected, or is reasonably likely to materially affect, our 
internal control over financial reporting.

ITEM 9B.       OTHER INFORMATION. 

None.

ITEM 9C.       DISCLOSURE REGARDING FOREIGN JURISDICTIONS THAT PREVENT INSPECTIONS.

None. 
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PART III
(in thousands)

For Part III, except as set forth below, the information set forth in our definitive Proxy Statement for our Annual Meeting of 
Shareholders to be filed within 120 days after December 31, 2022, hereby is incorporated by reference into this Report. 

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 

ITEM 11. EXECUTIVE COMPENSATION. 

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND     
        RELATED STOCKHOLDER MATTERS. 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE. 

Mark Goldstein

On April 29, 2021, the Company announced that Mark E. Goldstein, the President and Chief Executive Officer of the Company 
and a member of the Board of Directors, retired effective as of April 26, 2021. In connection with Mr. Goldstein’s retirement, the 
Company and Mr. Goldstein entered into a Separation Agreement, Waiver and Release (the “Separation Agreement”), pursuant to 
which the Company will pay Mr. Goldstein $720 in severance payments (equal to 18 months base salary) over a period of 30 months 
and reimbursement for the costs of continuing health benefits for a period of 18 months.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES. 

PART IV 

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES. 

Consolidated Financial Statements: 

Report of Independent Registered Public Accounting Firm (Plante & Moran, PLLC; Denver, Colorado; PCAOB ID #166)
Consolidated Statements of Operations for the years ended December 31, 2022 and 2021 
Consolidated Balance Sheets as of December 31, 2022 and 2021 
Consolidated Statements of Shareholders’ Equity for the years ended December 31, 2022 and 2021 
Consolidated Statements of Cash Flows for the years ended December 31, 2022 and 2021 
Notes to Consolidated Financial Statements 

Exhibits

Exhibit 
Number Document

 

3.1   

 

Restated Articles of Incorporation, as amended and restated through May 1, 1996, incorporated by reference to 
Exhibit 3.1 of our Annual Report on Form 10-KSB for the year ended December 31, 2007.

 

3.2   

 

Bylaws, as amended through July 13, 2011, incorporated by reference to Exhibit 99.1 of our Current Report on Form 
8-K filed on July 19, 2011.

 

4.1   

 

Description of Registrant’s Securities, incorporated by reference to Exhibit 4.1 of our Annual Report on Form 10-K 
for the year ended December 31, 2020.

 

10.1*   

 

Form of Indemnification Agreement for executive officers and directors incorporated by reference to Exhibit 10.3 of 
the Company’s Annual Report on Form 10-K for the year ended December 31, 2012.

 

10.2*   

 

Employment Agreement, dated as of March 26, 2014, between Scott’s Liquid Gold-Inc. and Mark Goldstein 
incorporated by reference to Exhibit 10.5 of the Company’s Annual Report on Form 10-K, filed on March 28, 2014.
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Exhibit 
Number Document

10.3*
Scott’s Liquid Gold-Inc. 2015 Equity and Incentive Plan incorporated by reference to Appendix A to the Company’s 
Definitive Proxy Statement for its annual meeting of shareholders held on June 4, 2015 filed on April 27, 2015.

10.4*
Form of 2015 Equity and Incentive Plan Incentive Stock Option Agreement incorporated by reference to Exhibit 
10.24 of the Company’s Annual Report on Form 10-K, filed on March 30, 2016.

10.5*
Form of 2015 Equity and Incentive Plan Non-Qualified Stock Option Agreement incorporated by reference to 
Exhibit 10.25 of the Company’s Annual Report on Form 10-K, filed on March 30, 2016.

10.6*
Form of Executive Officer RSU Award Agreement, dated October 2, 2020 incorporated by reference to Exhibit 
10.11 of the Company's Annual Report on Form 10-K, filed on March 31, 2022.

 

10.7* Employee Agreement, effective March 31, 2023, by and between Scott's Liquid Gold-Inc. and Tisha Pedrazzini
 

10.8* Employment Agreement, effective March 31, 2023, by and between Scott’s Liquid Gold-Inc. and David Arndt

 

10.9
Distribution Agreement, effective January 1, 2018, between Neoteric Cosmetics, Inc. and HK NFS Limited, 
incorporated by reference to Exhibit 10.25 of the Company’s Annual Report on Form 10-K, filed on April 2, 2018.

 

10.10

Asset Purchase Agreement, by and among SLG Chemicals, Inc., a wholly owned subsidiary of Scott’s Liquid Gold-
Inc., Scott’s Liquid Gold-Inc. and Paramount Chemical Specialties, Inc., dated October 1, 2019, incorporated by 
reference to Exhibit 2.1 of the Company’s Current Report on Form 8-K filed on October 2, 2019.

10.11
Asset Purchase Agreement, by and between Scott's Liquid Gold-Inc. and AFAM Concept, Inc. dated December 15, 
2022

10.12 Asset Purchase Agreement, by and between Scott's Liquid Gold-Inc. and Nakoma Brands dated January 23, 2023

 

10.13

Loan and Security Agreement, dated July 1, 2020, UMB Bank, N.A., Scott’s Liquid Gold-Inc., SLG Chemicals, 
Inc., and Neoteric Cosmetics, Inc., incorporated by reference to Exhibit 2.2 of the Company’s Current Report on 
Form 8-K filed on July 1, 2020.

10.14

First Amendment to Loan and Security Agreement, dated March 26, 2021, UMB Bank, N.A., Scott’s Liquid Gold-
Inc., SLG Chemicals, Inc., and Neoteric Cosmetics, Inc., incorporated by reference to Exhibit 10.22 of the 
Company’s Annual Report on Form 10-K, filed on March 29, 2021. 

10.15

Second Amendment to Loan and Security Agreement, dated June 25, 2021, UMB Bank, N.A., Scott’s Liquid Gold-
Inc., SLG Chemicals, Inc., and Neoteric Cosmetics, Inc., incorporated by reference to Exhibit 10.1 of the 
Company’s Current Report on Form 8-K, filed on June 25, 2021.

10.16

Third Amendment to Loan and Security Agreement, dated August 13, 2021, UMB Bank, N.A., Scott’s Liquid Gold-
Inc., SLG Chemicals, Inc., and Neoteric Cosmetics, Inc., incorporated by reference to Exhibit 10.1 of the 
Company’s Quarterly Report on Form 10-Q filed on August 13, 2021. 

10.17

Consent and Fourth Amendment to Loan and Security Agreement, dated November 15, 2021, UMB Bank, N.A., 
Scott’s Liquid Gold-Inc., SLG Chemicals, Inc., and Neoteric Cosmetics, Inc., incorporated by reference to Exhibit 
10.1 of the Company’s Quarterly Report on Form 10-Q filed on November 15, 2021. 

10.18

Fifth Amendment to Loan and Security Agreement, dated August 10, 2022, UMB Bank, N.A., Scott’s Liquid Gold-
Inc., SLG Chemicals, Inc., and Neoteric Cosmetics, Inc., incorporated by reference to Exhibit 10.1 of the 
Company’s Quarterly Report on Form 10-Q filed on August 12, 2022. 

10.19

Consent and Sixth Amendment to Loan and Security Agreement, dated December 15, 2022, UMB Bank, N.A., 
Scott’s Liquid Gold-Inc., SLG Chemicals, Inc., and Neoteric Cosmetics, Inc., incorporated by reference to Exhibit 
10.1 of the Company’s Current Report on Form 8-K filed on December 21, 2022.  

10.20

Consent and Seventh Amendment to Loan and Security Agreement, dated January 23, 2023, UMB Bank, N.A., 
Scott’s Liquid Gold-Inc., SLG Chemicals, Inc., and Neoteric Cosmetics, Inc., incorporated by reference to Exhibit 
10.1 of the Company’s Current Report on Form 8-K filed on January 27, 2023. 

10.21

Loan Agreement, dated November 9, 2021, by and between La Plata Capital, LLC, and Scott's Liquid Gold-Inc., 
incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q filed on November 15, 
2021. 

10.22

Security Agreement, dated November 9, 2021, by and between La Plata Capital, LLC, and Scott's Liquid Gold-Inc., 
incorporated by reference to Exhibit 10.3 of the Company’s Quarterly Report on Form 10-Q filed on November 15, 
2021. 
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Exhibit 
Number Document

10.23
First Amendment to La Plata Loan Agreement, dated January 25, 2023, incorporated by reference to Exhibit 10.2 of 
the Company's Current Report on Form 8-K filed January 27, 2023.

10.24
Second Amendment to La Plata Loan Agreement, dated February 28, 2023, incorporated by reference to Exhibit 
10.1 of the Company's Current Report on Form 8-K filed February 28, 2023.

 

21   

 

List of Subsidiaries incorporated by reference to Exhibit 21 of the Company’s Annual Report on Form 10-K for the 
year ended December 31, 2014.

23.1   Consent of Plante & Moran, PLLC.

24   Powers of Attorney.
 

31.1   Rule 13a-14(a) Certification of the President.
 

31.2   Rule 13a-14(a) Certification of the Chief Financial Officer. 
 

32.1**   Section 1350 Certification. 

101.INS
Inline XBRL Instance Document – the instance document does not appear in the Interactive Data File because 
XBRL tags are embedded within the Inline XBRL document.

101.SCH Inline XBRL Taxonomy Extension Schema Document.

101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document.
 

101.LAB   Inline XBRL Taxonomy Extension Label Linkbase Document.
 

101.PRE   Inline XBRL Taxonomy Extension Presentation Linkbase Document.
 

101.DEF   Inline XBRL Taxonomy Extension Definition Linkbase Document.

104 Cover Page Interactive Data File (embedded within the Inline XBRL document)

* Management contract or compensatory plan or arrangement. 
** Furnished, not filed.

ITEM 16. FORM 10-K SUMMARY.

None.
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SIGNATURES 

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

SCOTT’S LIQUID GOLD-INC.,
a Colorado corporation

By:  /s/ Tisha Pedrazzini

  
Tisha Pedrazzini, President
(Principal Executive Officer)

By:  /s/ David M. Arndt
David M. Arndt, Chief Financial Officer
(Principal Financial and Chief Accounting Officer)

Date:  March 29, 2023

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons 
on behalf of the registrant and in the capacities and on the dates indicated. 
 
Date   Name and Title   Signature
March 29, 2023   Tisha Pedrazzini,    
   Director and President    /s/ Tisha Pedrazzini
March 29, 2023   Rimmy R. Malhotra, Director   Tisha Pedrazzini for herself and as
March 29, 2023   Daniel J. Roller, Director   Attorney-in-Fact for the named directors 

  who constitute all of the members of the 
  the Board of Directors and for the named officers


