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PART |
Item 1. Busi ness
Cener al

Scott's Liquid Gold-Inc., a Colorado corporation, was incorporated on
February 15, 1954. Through our whol |l y-owned subsidiaries, we manufacture and
mar ket quality household and skin care products and act as a distributor in
the United States of beauty care products contained in individual sachets and
manuf actured by Mntagne Jeunesse and of certain other products. In this
Report, collectively, the terns “we”, “us” or “our” refers to Scott’s Liquid
&l d-1nc. and our subsidiaries. Qur business is conprised of two segnents
househol d products and skin care products.

Qur househol d products consist of (a) Scott's Liquid Gold® for wood, a
wood preservative and cl eaner, sold nationally for over 30 years; (b) a wood
wash and wood wi pes under the nane of Scott’'s Liquid Gold; (c) Scott’s Liquid
&ld Mld Control 500, a consumer product that helps rid homes of nold,
i ntroduced in 2006; (d) Touch of Scent® an aerosol room air freshener; and

(e) Cube Scents, a room air freshener introduced in 2008. In early 1992, we
entered into the skin care business through our subsidiary, Neoteric
Cosnetics, Inc. Qur skin care products consist primarily of Al pha Hydrox®
products, our Neoteric D abetic product, and our Neoteric nmassage oi

products. In addition to manufacturing the aforenentioned skin care

products, we further act as the distributor in the United States for other
beauty, bath and hair care products manufactured by Mntagne Jeunesse, COSMEX
International (Davinci & Mwosehead nen’'s grooming products), Baylis &
Har di ng, and Keyl i ne Brands.

For information on our operating segnments, please see Note 8, Segnent
Information, to our Consolidated Financial Statenents.

This report may contain "forward-I|ooking statenents” within the neaning
of U S. federal securities laws. These statenments are made pursuant to the
safe harbor provisions of the Private Securities Litigation Reform Act of
1995. Forwar d- 1 ooki ng statenents and our performance inherently involve
ri sks and uncertainties that could cause actual results to differ materially
from the forward-1ooking statenents. Factors that would cause or contribute
to such differences include, but are not limted to, 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; uncertainty of consumner
acceptance of the new Al pha Hydrox products introduced in 2005 and 2007, and
Mol d Control 500 and wood wash products; conpetitive factors; any decrease in

distribution of (i.e., retail stores carrying) our significant products;
continuation of our distributorship agreement wth Mntagne Jeunesse; the
need for effective advertising of our products; linmted resources avail able

for such advertising; new conpetitive products and/or technol ogical changes;
dependence upon third party vendors and upon sales to nmjor customers;
changes in the regulation of our products, including applicable environmental
regul ati ons; continuing |osses which could affect our liquidity; the |oss of
any executive officer; and other matters discussed in this Report. We
undertake no obligation to revise any forward-|ooking statements in order to
refl ect events or circunstances that may arise after the date of this Report.



Strat egy

Qur strategy is to manufacture and market high quality consuner
products which are distinct within each category in which we conpete.
Scott's Liquid Gold for wood distinguishes itself from conpeting products as
a wood cleaner and preservative, not sinply a polish. Mold Control 500 is
based on technol ogy devel oped and patented by a national |aboratory. Touch
of Scent offers a conveni ence because it does not require shaking before use
and it can be activated by an attractive dispenser which may be nounted on
any hard, snooth surface. Wth respect to our line of skin care products,
Al pha Hydrox was one of the first al pha hydroxy acid skin care products sold
to retailers for resale to the public at affordable prices. In 1998, we
added a retinol product to our skin care line. In the first half of 1999, we
i ntroduced Neoteric Diabetic Skin Care®. Since 2001, we have sold Montagne
Jeunesse sachets which are reasonably priced and designed for single use by
the consuner. We will continue to exam ne other possible new products which
we believe may fit well with our expertise and financial capabilities. W
have introduced other new products or variants of products in subsequent
years.

The growth in sales of A pha Hydrox from 1992 through 1996 caused us
to make substantial investments in property, plant and equi pnent to handl e
that growmh and the anticipated future growh of our skin care products. The
decline in sales of those products in 1998 through 2004 and in 2006 and 2007,
as well as declines in sales of household products, has resulted in efforts
by us to maintain or increase sales of the existing products, to introduce

new products, and to decrease our costs of doing business. W have
i ntroduced new household products each year since 2004, sone of which have
been di sconti nued. Additionally, we introduced several new Al pha Hydrox

products in 2005, two new Al pha Hydrox products in 2006, and four new Al pha
Hydrox products in 2007. W& have engaged in cost-cutting prograns during
2008 and at various other tinmes since 2000.

Qur goal for 2009 is to resunme sales growh and attain profitability.
To achieve these goals, we wll continue to work on expanding the retail
presence of products manufactured by others for whom we act as a distributor,
as well as expanding the distribution of our Al pha Hydrox and other skin care
products, our household products (Scott’s Liquid Gold for wood and our nold
renmedi ati on product Mol d Control 500) and introducing new products w thin our
product |ines. Further, we will also consider the devel opnent of new niche
products, remain open to manufacturing private |abel products for others and
explore the possibility of joint ventures and other projects which would
utilize our manufacturing or marketing capabilities.

Pr oduct s

Scott's Liquid CGold for wood, a wood cl eaner and preservative, has been
our core product since our inception. It has been popul ar throughout the
US. for over forty years. Scott's Liquid Gold for wood, when applied to
wood surfaces such as furniture, paneling, kitchen cabinets, outside stained
doors and decking, penetrates mcroscopic pores in the surface and |ubricates
beneath, restoring nmoisture and, at the same time, mnimzes the appearance
of scratches, darkening the wood slightly. Scott's Liquid CGold preserves
wood' s natural conplexion and beauty w thout wax. |In My 2004, we commenced
the introduction of an additional wood care product in a w pe form however,
sal es have been minimal so far. |In the second quarter of 2005 we introduced
a wood wash product under the Scott’s Liquid CGold product |ine; however, we
have obtained limted distribution so far.



During the second quarter of 2006 we began the introduction of our nold
renmedi ati on product "Ml d Control 500". Scott’'s Liquid Gold Ml d Control 500
is an advanced restoration, remediation and antibacterial disinfectant system
designed for consumer use on mldew, fungus, nold and fungal spores.

In 1982, we added the room air freshener Touch of Scent to our |ine of
househol d products. Touch of Scent, available in many fragrances, 1is
intended to be used in conjunction with a decorative dispenser which can be
mounted on any hard surface and into which the consunmer inserts an aerosol
refill wunit. At a touch, the dispenser propels the fragrance froma refill
unit into the air.

Househol d products accounted for 45.8% of our consolidated net sales in
2008 and 44.9%in 2007.

In early 1992, we began to market two skin care products under the
trade nanme of Al pha Hydrox. Since that time we have nade additions to our
skin care products, sone of which were discontinued. In 2005, we introduced
four new Al pha Hydrox products wth refined formulas, and in 2007 we
i ntroduced a value priced A pha Hydrox White line of products. Qur Al pha
Hydrox skin care products are sold through a wholly-owned subsidiary,
Neoteri c® Cosnetics, Inc. Except for the Mntagne Jeunesse sachets and ot her
products noted bel ow which are distributed by us, our skin care products are
manuf actured by Neoteric Cosnetics. Several of the Al pha Hydrox products
contain al pha hydroxyethanoic acids in low but effective concentrations.
Properly blended with a carrier, alpha hydroxyethanoic acids gently slough
off dead skin cells to pronote a healthier, mnore youthful appearance and

dimnish fine lines and wi nkles. Qur products wth al pha hydroxy acids
(“AHAs”) include facial care products, a body lotion and a foot crene. CQur
other skin care products do not contain AHAs. These products include

Neoteric Diabetic Skin Care, which is a healing crene and a therapeutic
noi sturizer developed by us to address the skin conditions of diabetics,
caused by poor blood circulation, and which contains a patented oxygenated
oil technol ogy; an Al pha Hydrox Oxygenated Moisturizer, which is our second
skin care product based on the oxygenated oil technology; a Retinol product
containing a patented M crosponge technology that softens fine lines and
wrinkles; and a body wash. The Montagne Jeunesse sachets, described nore
bel ow, do not contain AHAs.

In April of 2001, we made our first sale of skin care sachets under a
di stributorship agreenent with Mntagne Jeunesse. Qur agreenent covers sales
in the United States. Mont agne Jeunesse is a trading division of Medical
Express (UK) Ltd., a company |ocated in Engl and. Mont agne Jeunesse sachet
products are currently sold in over 70 countries around the world. Exanples
of the Montagne Jeunesse products are a facial scrub, face masks, and a cream
for feet. A significant portion of our sales are now generated through the
distribution of the Mntagne Jeunesse products and, therefore, are dependent
on the agreenent under which they are purchased by us. See “Mnufacturing and
Suppl i ers” bel ow.

O her products distributed in the United States by wus as of
Decenmber 31, 2008 are DaVinci and Mdosehead nen’s groomng products
(introduced in 2006 and 2007), and bath, body and hair care products of both
Keyline and Baylis & Harding (introduced in 2007).

Qur business is seasonal to sonme extent. Sal es of Montagne Jeunesse
products have been higher in the fourth quarter than other quarters because
of holiday pronotions.



Through our research and devel opnent group, we continually consider and
eval uate possible new products to be manufactured or sold by us. CGeneral ly
t hese products involve household products or skin care products. However ,
the Conpany will al so consider consumer products in other areas.

Mar keting and Distribution

Qur products in general are sold nationally, directly and through
i ndependent brokers, to mass marketers, drugstores, supermarkets, and other
retail outlets and to wholesale distributors. In 2008 and 2007, Wal-Mart
Stores, Inc. (“Wal-Mart”) accounted for approximately 32% and 28% of our
sal es of househol d products. Wth regard to our skin care products, \al-Mart
accounted for approximately 28% of 2008 sales (35% in 2007), and Rite-Aid
accounted for approximtely 10% of 2008 sales (13% in 2007). Wal - Mart and
Rite-Aid accounted for approximately 30% and 6% of the conbined sales of
househol d products and skin care products in 2008. No long-term contracts
exi st between us and Wal-Mart, Rite Aid or any other custoner. W permt
returns of our products by our custonmers, a comon industry practice. A
recent practice of retailers has been to return products that have either
been discontinued or not sold after a period of tine. W& subtract any
returns from gross sales in determning our net sales and provide a reserve
for such returns which is netted against accounts receivable and gross sales
on our financial statenents.

We also use our websites for sales of our products. Such sales are
| ess than 10% of total net sales but have increased in recent years.

During the years 2001 through 2004, and again in 2006, 2007 and 2008,
we experienced a decrease in the distribution of the Al pha Hydrox products as
a result of slow ng sales. In 2005, we introduced four new itens in our
Al pha Hydrox line of cosnetics, which resulted in some increased distribution
by selling those products to retail store chains not carrying any of our
ot her Al pha Hydrox products. As a result of decreased sales and our efforts
to manage marketing costs, the distribution of Al pha Hydrox is limted to

certain retail chains and the Conpany’s websites. If sales of one of our
products continue to decline, other retail stores, including potentially Wal-
Mart may discontinue the product. The level of advertising for our products

is constrained by our size and financial resources. Any significant decrease
in the distribution of skin care products or Scott’s Liquid Gold products at
retail stores could have a material adverse effect on our sales and operating
results.

Qur Scott’s Liquid Gold wood care products, MIld Control 500 product,
and Al pha Hydrox products have been advertised nationally on network
television, on cable television, and, at tinmes, in print media. Expenditures
for these purposes in 2008 and 2007 were a small ampount relative to net sales
and these expenditures in prior years. To date, we have not used television
advertising for the Mntagne Jeunesse products. We periodically review our
advertising plans and may revise planned advertising expenditures based upon
actual sales results and conpetitive conditions.

To enable consunmers to nmake informed decisions, our containers and
promoti onal materials note the concentration of al pha hydroxy acid contained
in each of our Al pha Hydrox products which contain such acids. W reconmend
the use of sunscreen in our witten directions contained in every box of
Al pha Hydrox products with such acids. We do not exaggerate benefits to be
expected fromthe use of our products. W also maintain a 24-hour, toll free
t el ephone nunmber and website for use by consuners of our products.



Qur househol d (except for the Mld Control 500 product) and skin care
products are sold in Canada and ot her foreign countries. Pl ease see Note 8,
Segnment Information, to the Consolidated Financial Statements for information
regarding sales in foreign countries. Currently, foreign sales are nade to
distributors who are responsible for the marketing of the products, and we
are paid for these products in United States currency.

Manuf acturing and Suppliers
W own and operate our manufacturing facilities and equipnent. Wth

the exception of the other products nentioned bel ow, our wood w pes, and our
Mol d Control 500 product, we manufacture all of our products, maintaining a

high quality standard. Products manufactured by others include those
products for which we act as distributor in the United States, our wood
wi pes, and our Mld Control 500 product. W fill and package our Mold
Control 500 product at our facilities. For all of our products, we nust

mai ntain sufficient inventories to ship nost orders as they are received. W
al so manufacture the plastic over-caps for our household products in addition
to a plastic dispensing unit for Touch of Scent.

Quality control is enforced at all stages of production, as well as

upon the receipt of raw materials from suppliers. Raw materials are
purchased from a nunber of suppliers and, at the present tine, are readily
avai l able. Since 2007, a designated distributor for E.I. DuPont has been our
sol e supplier of glycolic acid, which is a type of al pha hydroxy acid used in
our Al pha Hydrox products. The supply agreement includes a pass-through

license authorizing the use of various cosnmetic and anti-aging clains for the
al pha hydroxy acid products. Qur sole supply for the oxygenated oil used in
our Neoteric Diabetic Skin Care product is a French conpany with which we
have a non-exclusive supply agreenent. Rel ations with this and other
suppliers are satisfactory.

Most of our manufacturing operations, including nost packaging, are
highly automated, and, as a result, our manufacturing operations are not
| abor intensive, nor, for the nost part, do they involve extensive training.
An addition to our plant facilities, conpleted in early 1996, greatly
i ncreased our capacity to produce skin care products. We currently operate
on a one-shift basis. Qur manufacturing facilities are capable of producing
substantially nore quantities of our products w thout any expansion, and, for
that reason, we believe that our physical plant facilities are adequate for
the foreseeable future.

In 2001, we commenced purchases of the skin care sachets from Mntagne
Jeunesse under a distributorship agreement covering the United States. On
May 4, 2005, our wholly-owned subsidiary, Neoteric Cosnetics, I nc.
(“Neoteric”), entered into a new distribution agreement wth Mntagne
Jeunesse International Ltd (“Mntagne Jeunesse”) covering our distribution of
Mont agne Jeunesse products. It replaces a distribution agreenent in effect
since 2000. In the new agreenent, Montagne Jeunesse appoints Neoteric as its
exclusive distributor to market and distribute Mntagne Jeunesse products in
the United States of Anerica. The appointnent had an initial term of 18
nmont hs, commencing May 3, 2005, and continues in force until term nated by
either party by giving to the other party no less than three or six nonths’
notice in witing of a term nation.

In the agreenent, Neoteric agrees, anong other things: Not to
distribute during the duration of the agreenent and for 36 nonths thereafter
any goods of the same description as and which conpete with the Mntagne
Jeunesse products; to use its best endeavors to devel op, pronote and sell the
products in the United States and to expand the sale of the products to all



potential purchasers by all reasonable and proper neans; to purchase certain
core products; and to maintain an inventory of the products for Neoteric's
own account for sale of these products throughout the United States.
Mont agne Jeunesse undertakes to use all reasonable endeavors to neet all
orders for the products to the extent that such orders do not exceed the

forecast for each type of the products. Both parties agree to suggested
targeted sales for the first five years of the agreenent as stated in the
agreement. The prices for our purchases of these products are the published

list prices as established by Montagne Jeunesse fromtinme to tinme, with three
months witten notice of any change in the published list prices. No party
may assign or transfer any rights or obligations under the agreement or
subcontract the perfornmance of any obligation.

The agreement may also be termnated for a material breach if the
breaching party has failed to renedy the breach within 30 days after receipt
of notice in witing and for certain other events. Mont agne Jeunesse may
termnate the agreenent (1) if Neoteric changes its organization or nmethods
of business in a way viewed by Mntagne Jeunesse as less effective or (2) if
there is a change in control of Neoteric.

The principal and controlling owner of Mntagne Jeunesse, Gegory
But cher, owned beneficially, to the best of our know edge, during 2005 nore
than 5% of our outstanding common stock; to the best of our know edge, at
February 16, 2009, he owned beneficially less than 5.0% of our outstanding
conmon st ock.

On April 4, 2006, we entered into a Product Devel opnent, Production and

Marketing Agreenment with Mdec, Inc., a Colorado corporation. Pursuant to
this Agreenent, we purchase from Modec a product for the treatment of nold,;
we sell this product as Mbold Control 500. We fill and package the product at

our facilities and market the product to retail stores in North Arerica. The
Agreenent provides us with a license for this purpose. We are required to
use our commercially reasonable efforts to develop a consuner market for the
product in the territory. The initial term of the Agreement was until
December 31, 2007, which is automatically renewed for successive one-year
terns and was thereby renewed on Decenber 31, 2007 and Decenber 31, 2008.

Conpetition

Qur business is highly competitive in both household and skin care
product s. The wood <care, air freshener, and nold treatnment product
categories are dominated by three to five conpanies significantly larger than
us, each of which produce several products. Irrespective of the foregoing,
we maintain a visible position in the wood care category, but do not have
sufficient information to make an accurate representation as to the market
share of our products. Over the last several vyears, sales of our air
freshener products have fallen off significantly and nmay continue to do so in
the future.

The skin care category is also highly conpetitive. Several conmpetitors
are significantly larger than Scott's Liquid Gold-lnc., and each of these
conpetitors produces several products. Sonme of these conpanies also produce
retinol and al pha hydroxy acid products with which A pha Hydrox nust conpete.
Because of the nunber of varied products produced by conpetitors, we cannot
make an accurate representation as to the market share of our skin care
products.

Conforming to our corporate philosophy, we conpete on the basis of
quality and di stinguishing characteristics of our products.



Regul ati on

W are subject to various federal, state and local laws and
regul ations that pertain to the type of products we nanufacture and sell.
Qur skin care products containing Al pha Hydroxy Acids (AHAs) are cosnetics
within the definition of the Federal Food Drug and Cosnetic Act (FFDCA). The
FFDCA defines cosnetics as products intended for cleansing, beautifying,
pronmoting attractiveness or altering the appearance. Qur cosnetic products
are subject to regulation under the FFDCA and the Fair Packagi ng and Labeling
Act (FPLA), and the regulations pronul gated under these acts. The rel evant
laws and regulations are enforced by the US. Food and Drug Adm nistration

(FDA) . Such laws and regulations govern the ingredients and |abeling of
cosnetic products and set forth good nmanufacturing practices for conpanies to
fol |l ow. Al though FDA regulations require that the safety of a cosnetic

i ngredi ent be substantiated prior to marketing, there is no requirenment that
a conpany submt the results of any testing performed or any other data or
information with respect to any ingredient to the FDA Prior to marketing
our products, we conduct studies to demponstrate that our Al pha Hydrox
products do not irritate the skin or eyes. Consistent with regul ations, we
do not subnmit the results of our studies to the FDA

In July 1997, because of questions raised earlier by the FDA and as
requested by the FDA, the Cosnetic Ingredient Review Expert Panel (“"CR)
sponsored by the cosmetic industry issued a report concerning the safety of
al pha hydroxy acids. The final report, anmong other things, concluded that
glycolic acid(the nost conmon type of alpha hydroxy acid that we currently
use) is safe for use at concentrations of up to 10% wth a pH level of no
less than 3.5 and when directions for use includes the daily use of sun
protection. In January 2005, the FDA issued a final guidance that products
containing AHA's alert users that those products my increase skin
sensitivity to sun and possible sunburn and the steps to avoid such
consequences. All of our labeling reflects this guidance.

Since 2003, the FDA's National Center for Toxicol ogical Research has
been investigating the effect of long term exposure to AHAs. Furt her, on
Decenber 31, 2003, the FDA published a call for data on certain ingredients
in various products, including AHAs that are part of winkle renover
products. Manuf acturers were asked to subnmit any data supporting the
reclassification of these cosnetic products as over-the-counter drugs. On
Cct ober 27, 2008, FDA published a set of (&As that dealt with both issues.
Wth respect to the drug/cosnetic issue, FDA restated its traditional
position that certain AHA products intended for therapeutic use, such as acne
treatments or skin lighteners, are considered drugs. O her AHA products,
i ncluding those marketed by Neoteric are considered cosnetics. The Q%A al so
reported on the results of two studies on the issue of skin damage caused by

W rays, and the potential photocarcinogenicity of the AHA product. The
studi es concluded that applying AHAs to the skin resulted in increasing W
sensitivity, but that the effect was conpletely reversible. In addition

anot her study on potential photocarcinogenesis found that AHAs had no effect
on the process. Accordingly, Neoteric may continue to market its products as
cosneti cs.

Qur advertising is subject to regulation under the Federal Trade
Commi ssion Act and related regul ations, which prohibit false and m sl eading
clains in adverti sing. Qur | abeling and pronotional materials are believed
to be in full conpliance with applicable regul ations.

Many chenicals used in consumer products, sonme of which are used in
several of our product fornulations, have come under scrutiny by various



state governnments and the Congress of the United States in connection wth
clean air | aws. These chemicals are volatile organic conmpounds (VOCs) that
are contained in various categories of consumer products. As a result of
these VOC regulations, it has been necessary for us to refornulate sonme of
our products, such as Touch of Scent, Scott's Liquid CGold Aerosol and
Pourable, to conform to certain limts set by the California Air Resources
Board (CARB), other states and the Environnent Protection Agency. Qur
househol d chemi cal products currently neet the nost stringent VOC
regul ations. CARB, in 2007, adopted changes to California s consuner product
regul ations that reduce VOC limts for Scott’s Liquid Gold pourable formula
from 7% to 3% effective Decenber 31, 2008. This product was formulated to
nmeet that limt.

The CARB regulations concerning VOC content are relevant to our
househol d products, and it appears that one of skin care products wll be
affected by new limts under CARB. CARB had originally proposed a VOC limt
of 10% on skin toners/astringents which are not regulated by the FDA. The
current proposed VOC limt is now 35% If this limt is approved, it will go
into effect on Decenber 31, 2010. This will affect Al pha Hydrox Toner.

Any new or revised regulations of CARB could apply to our products and
could potentially require additional reformulation of those products. e
continue to nonitor CARB regulatory activities.

Limtations regarding the VOC content of consumer products by both
state and federal agencies will continue to be a part of regulatory efforts
to achi eve conpliance for ozone at or near ground level. Under the Clean Air
Act Amendnents of 1990, the Environmental Protection Agency (EPA) conducted a
study on the contribution of consumer products to ozone problens and
published regulations in 1998 designed to reduce the VOC content of consuner
products. Various states, in addition to California, have enacted or are
consi dering VOC regul ations for consuner products. W are unable to predict
how many or which other states mght enact |egislation regulating the VOC
content of consumer products or what effect such legislation mght have on
our househol d products.

A group of twelve northeastern states and the District of Colunbia
collectively drafted the one Transport Conm ssion (OTC) Mdel Consuner
Products Rule in 2001, which is a nodel that nmenbers may choose to adopt and
whi ch has standards that are substantially the same as the CARB consuner
product VOC regul ati ons. More than a majority of the OIC menbers have
adopted the nodel rule. In Septenber 2006, the OIC released a new draft
nodel consumer products rule with an effective date of January 1, 2009.
Scott’s Liquid Gold products would not be affected by the changes in this new
nodel rule. The OIC considers CARB Consuner Products VOC regul ati ons and we
continue to nonitor the regulatory activities in these states.

There are also potential regulations in a five state region covered by
the Lake M chigan Air Directors Consortium (LADCO), which released an interim
report detailing possible strategies for reducing VOC enissions. These
states include Illinois, Mchigan, Wsconsin, Chio and Indiana. M chigan and
Chio are the tw states in the LADCO group that have promulgated such
regul ations. Both Mchigan’s and Chio's final rules were pronul gated in 2007
and both are consistent with the OIC Mbdel Rule.

In January 2008, Illinois EPA submitted a proposed consuner products
regulation to the Illinois Pollution Control Board. This proposed regulation
appears to be consistent with the OIC Mdel Rule and other states’
regul ati ons based on that nodel .



W believe that we have done all that is necessary to satisfy the
current requirenments of the Cean Ar Act and laws of various state
governnments. Currently, all of our products may be sold in all areas of the
Uni ted States.

Enpl oyees

W enpl oy 66 persons (conpared to 77 persons at the end of 2007), 33 in
pl ant and production related functions and 33 in admnistrative, sales and
advertising functions. No contracts exist between us and any union. We
nmoni tor wage and salary rates in the Rocky Muntain area and pursue a policy
of providing conpetitive conpensation to our enployees. The conpensation of
our executive officers is under the review of the Conpensation Conmittee of
our Board of Directors. Fringe benefits for our enployees include a nedical
and dental plan, life insurance, a 401(k) plan with matching contributions
for lower paid enployees (those earning $35, 000 or less per annun), an
enpl oyee stock ownership (ESOP) plan, and a profit sharing plan. W consider
our enployee relations to be satisfactory.

Pat ents and Tr adenar ks

At present, we own one patent covering an ingredient used in sone of
our skin care products. Additionally, we actively use our registered
trademarks for Scott's Liquid CGold, Liquid Gold, Touch of Scent, Al pha
Hydrox, TriOxygen“®, and Neoteric in the United States and have registered
trademarks in a nunber of additional countries. Qur registered trademarks
and pending trademark applications concern names and logos relating to our
products as well as the design of boxes for certain of our products.

In Decenmber 2000 (amended COctober 1, 2003), we entered into a license
agreement with Tri Strata Technol ogy, Inc. which owns patents dealing with the
use of alpha hydroxy acids for the purpose of reducing the appearance of
winkles or fine lines. Under the license agreenent, Neoteric Cosmnetics and
its affiliates were granted a non-exclusive license for the life of the
patents to make and sell skin care products using al pha hydroxy acids for,
anong ot her things, the reduction of the appearance of skin winkles and the
reduction in the appearance of skin changes associated with aging. The
license agreenment covered a territory which includes the United States and
certain foreign countries. In accordance wth the |icense agreenent,
Neoteric Cosnetics paid a royalty on net sales of products covered by the
agreement . This license agreenent was part of the settlement of a |awsuit
brought by Tri Strata Technol ogy against us and others alleging infringenment
of patents in selling and promoting skin care products which contain alpha
hydr oxy aci d. By a notice sent to TriStrata Technol ogy, we termnated this
license agreenent in Cctober of 2007. W rely on a pass-through license from

E.I. DuPont (our supplier) for our uses of glycolic acid regarding winkle
reduction and anti -agi ng. The pass-through |icense applies to custonmers of
DuPont . Al though DuPont is a long-tine supplier of ours, we have no

contracts with DuPont other than orders for our purchases.
Avail abl e I nformati on and Code of Ethics

W o will make available free of charge through the website
http://ww. busi nesswire.confcnn/slgd.htm this annual report, our quarterly
reports on Form 10-Q our current reports on Form 8-K, and amendnents to such
reports, as soon as reasonably practicable after we electronically file or
furnish such material with the Securities and Exchange Conmi ssion. These
reports are also available through a link on our website. W will provide
upon request and at no charge electronic or paper copies of these filings
with the Securities and Exchange Commi ssion (excludi ng exhibits).



W will provide to any person w thout charge, upon request, a copy of
the code of business conduct and ethics which has been adopted by us and
whi ch applies to our principal executive officer, principal financial officer
and principal accounting officer, anbng others.

A request for reports filed with the SEC or the code of business
conduct and ethics may be nmade to: Corporate Secretary, Scott’'s Liquid
&ol d-l1nc., 4880 Havana Street, Denver, Col orado 80239.

ltem 1A Ri sk Factors.

The following is a discussion of certain risks that may affect our
busi ness. These risks may negatively inmpact our existing business, future
busi ness opportunities, our financial condition or our financial results. 1In
such case, the trading price of our comon stock could also decline.
Additional risks and uncertainties not presently known to us, or that we
currently see as immterial, may al so negatively inmpact our business.

W need to increase our revenues in order to become profitable under our
present cost structure.

We have experienced net losses in nine of our last ten years. These
losses result primarily from declining sales of our skin care products and
our primary household products. Mai ntai ning or increasing our revenues is
uncertain and involves a nunber of factors including consunmer acceptance of
our products, distribution of our products and other matters descri bed bel ow

Qur cash flow is dependent upon operating cash flow, available cash and
borrowi ng avail able under the Summit Financial Resources financing agreenent.

Because we are dependent on our operating cash flow, any loss of a
significant customer, any further decreases in the distribution of our skin
care or household products, new conpetitive products affecting sales |evels
of our products or any significant expense not included in our internal
budget could result in the need to raise cash. The financing agreenment wth
Summit Financi al Resources has a term of one year ending March 2010 and which
automatically renews for successive one year terns unless either party
provides witten notice of non-renewal at |east 60 days prior to the end of a
one-year financing period. Except for the existing bank debt and the Sumnmt
Fi nancial Resources agreenent, we have no arrangenents for an externa
financing of debt or equity, and we are not certain whether any such
financing would be available on acceptable termns. In order to inprove our
operating cash flow, we need to achieve profitability or change significantly
our cost structure.

Sal e of our real estate is uncertain.

We continue to pursue a sale of all or part of our real estate. The
purpose of such a sale is to reduce our fixed costs and to repay bank debt of
approxinmately $4.6 nillion at Decenber 31, 2008 secured by the real estate
Qur ability to conplete a sale of the real estate is uncertain and may have
been affected by a downturn in the commercial real estate market in the
Denver, Col orado area.

Current economic conditions may materially and adversely inmpact our business.
The turnmoil in the investment market of the United States, the
tightening of credit and relatively high level of unenploynment in the United

States have led to an increased |evel of commerci al and consuner
del i nquenci es, |ack of consumer confidence, increased market volatility and
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possi bly a reduction in business activity generally. A continuation of these
conditions could have, anong other things, the follow ng potential negative
ef fects: A reduction in spending of consumers in general including in the
area of household products and skin care products, which could reduce our net
sal es; the potential increase in bad debts or reserve for bad debts affecting
our financial condition or cash flow, and exposure to any increased interest
expense to the extent that any financing or refinancing could be at costs
hi gher than our existing debt.

Sal es of our existing products are affected by changi ng consuner preferences.

Qur primary market is retail stores in the United States which sell to
consunmers or end users in the mass narket. Consumer preferences can change
rapidly and are affected by new conpetitive products. This situation is true
for both skin care and household products and has affected our established
products, nost significantly our earlier established Al pha Hydrox products.
For exanple, in the skin care area, we believe that our products with AHAs

are effective in dimnishing fine lines and winkles, but consuners nmay
change permanently or tenporarily to other products using other technol ogies
or otherwi se viewed as “new.” Any changes in consumer preferences can affect

materially the sales and distribution of our products and thereby our
revenues and results of operation

In both skin care and household products, we conpete every day against the
| argest consuner product conpanies in the United States.

Qur large conmpetitors regularly introduce new products and spend
multiples of dollars nore than we do on advertising, particularly television
adverti sing. The distribution of our product and sales can be adversely
i npacted by the actions of our conpetitors.

We have |imted resources to promote our products with effective adverti sing.

We sell our products in the consuner retail marketplace. Advertising,
particularly television advertising, can be inportant in reaching consuners,
although the effectiveness of any particular advertisenent cannot be
pr edi ct ed.

Mai ntai ning or increasing our revenues is dependent on the introduction of
new products that are successful in the marketpl ace.

Sal es of our Al pha Hydrox products, Scott’s Liquid Gold for wood and
Touch of Scent have declined in recent years. In order to address these
declines, we have introduced new products, including Montagne Jeunesse
sachets in 2001, the wood wi pe and wood wash products in 2004 and 2005, our
new Al pha Hydrox products in 2005, a value priced Al pha Hydrox Wite line in
2007, our nold renediation product "Mld Control 500" during the second
quarter of 2006, and air freshener products in 2007 and 2008. W plan the
i ntroduction of additional products. If we are not successful in making
ongoi ng sales of our newer products to retail store chains or these products
are not well received by consumers, our revenues could be materially and
adversely affected.

A loss of one or nore of our major customers could have a material adverse
ef fect on our product sales.

For more than a majority of our sales, we are dependent upon sales to
maj or customers, including Wal-Mart which is our |argest custonmer. The easy
access of consuners to our products is dependent upon major retail stores and
other retail stores carrying our products, particularly mass merchandi sers.
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The willingness of these custoners (i.e., retail stores) to carry any of our
products depends on various matters, including the level of sales of the
product at the stores. Any declines in sales of a product to consunmers can
result in the loss of retail stores as our custoners and the correspondi ng

decreases in the distribution of the product. It is uncertain whether the
consumer base served by these stores would purchase our products at other
retail outlets. In the past, sales of our products have been affected by

retail store chains which discontinue a product or carry the product in a
| esser nunber of stores.

More than a majority of our sales of skin care products are represented by
the Montagne Jeunesse products which depend upon the continuation of our
di stributorship agreenment wth Montagne Jeunesse.

Qur distributorship agreement with Mntagne Jeunesse is for a period
of 18 nonths that ended in Novenber, 2006 and continues in force after this
initial term subject to the right of either party to termnate the agreenent
with three or six nonths notice. As a practical matter, we also believe that
the distribution of Mntagne Jeunesse sachets is dependent upon our good
rel ati onship with Montagne Jeunesse.

We face the risk that raw materials for our products may not be avail able or
that costs for these materials will increase, thereby affecting our ability
to either manufacture the products or our gross margin on the products.

We obtain our raw materials fromthird party suppliers, sonme of which
are sole source suppliers. VWiile there are two suppliers of glycolic acid
we use one supplier. W have no long termcontracts with our suppliers; and,
if a contract exists, it is subject to termnation or cost increases. W may
not have sufficient raw materials for production of products nanufactured by
us if there is a shortage in raw materials or one of our suppliers termnates
our relationship. In addition, changing suppliers could involve delays that
restrict our ability to manufacture or buy products in a timely manner to
meet delivery requirements of our custoners. Qur suppliers of products which
we distribute can al so be subject to the sane risk with their vendors.

Qur sales are affected adversely by returns.

In our industry, retail stores have the ability to return products.
These returns result in refunds, a reduction of our revenues and usually the
need to dispose of the resulting inventory at di scounted prices.
Accordingly, the level of returns can significantly inpact our revenues and
cash flow. See information about returns in Note 12 to our Consolidated
Financial Statenents in this Report.

Changes in the regulation of our products, i ncluding environment al
regul ations, could have an adverse effect on the distribution, cost or
function of our products.

Regul ati ons affecting our products include requirements of the FDA for
cosnmetic products and environmental regulations affecting em ssions from our
products. The FDA has nentioned in the past the treatnment of AHA products as
drugs, which could make nore expensive or prohibitive our production and sale
of certain Al pha Hydrox products. Also, in the past, we have changed the
formulation of our household products to satisfy environnental regulations
and will continue to do so as required.
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Any adverse developnents in litigation could have a material inpact on us.

We are subject to lawsuits fromtine to time in the ordinary course of
busi ness. While we expect those lawsuits not to have a material effect on
us, an adverse devel opment in any such lawsuit or the insurance coverage for
a lawsuit could materially and adversely affect our financial condition and
cash fl ow

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

Qur success has depended on the experience and continued service of

our executive officers and key enployees. If we fail to retain these
officers, our ability to continue our business and effectively conmpete may be
substantially di m nished. Because of our size, we nmust rely in many

departnments within our conpany on one or two nanagers; the |oss of any one of
those could slow our product devel opnment, production of a product, and sale
and distribution of a product.

Qur stock price can be volatile and can decline substantially.

Qur stock is traded on the OIC Bulletin Board. The volunme of our
stock varies but is relatively limted. As a result, any events affecting us
can result in volatile novenents in the price of our stock and can result in
significant declines in the market price of our stock

Item 1B. Unresol ved Staff Comments.
Not appli cabl e.
[tem 2. Properties.

Qur facilities, located in Denver, Colorado, are currently conprised of
three connected buildings and a parking garage (approximately 261,100 square
feet in total) and about 16.2 acres of land, of which approximately 6 acres
are available for future expansion. These buildings range in age from
approximately 10 to 35 years (126,600 square feet having been added in 1995
and 1996). The Denver facility houses our corporate headquarters and all of
our operations, and serves as one of several distribution points. W believe
that our current space will provide capacity for growh for the foreseeable
future. All of our land and buildings serve as collateral under a deed of
trust for a $5.2 mllion bank loan ($4.6 million at Decenber 31, 2008)
consummat ed by us on June 26, 2006.

As indicated in this Report, the Company uses |less than the capacity of
its facilities and is also interested in reducing its expenses. As part of
this process, starting as of July 2007, the Company has engaged a comerci al
real estate broker, «currently CB Richard Ellis, in Denver to explore
alternatives. These alternatives include the sale of all or part of the
facilities, a sale of all or part of the facilities conbined with a | easeback
by the Company of the facilities, or a lease of all or part of the facilities
by the Company to a third party. There is, however, no assurance that
acceptabl e transactions will be offered or conpl eted.

I[tem 3. Legal Proceedings.

Wayne Taylor, et al. v. The Sherwin-WIlians Conpanies, et al

The Conpany was served with a conplaint February 25, 2009, naming it as
a defendant in this personal injury action filed in the Superior Court of New
Jersey, Canden County. Plaintiffs Wayne Taylor and Leslie Taylor, his wfe,
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claim that M. Taylor has contracted Acute Mel ogenous Leukemia (AM.) as a
result of work related exposure to benzene and that the Conpany is one of a
m ni mum 15 co-defendant product manufacturers which used benzene in products
sold to M. Taylor or his enployers and used by M. Taylor in his work.
Plaintiffs allege exposure to defendants' products containing benzene and
that the exposure caused personal injuries, including AM. Fifty "John Doe"
corporations are asserted to be simlarly Iiable. Clains are asserted
against all defendants for negligence, breach of warranty, consuner fraud,
intentional tort and | oss of consortium

The extent of the defense and indemity obligations of its product
l[iability insurers is to be determned and is uncertain at this tine. The
Company has submitted the claim to its product Iliability insurers and
believes that insurers wll assume the defense of the claim and retain
counsel accordingly. The Conpany believes that M. Taylor was not exposed to
benzene as the result of use of the Conpany's products and intends to
vi gorously defend the action.

I[tem 4. Submi ssion of Matters to a Vote of Security Hol ders.
Not appli cabl e.
PART I |

I[tem 5. Mar ket for Registrant’s Conmon Equity, Rel ated Stockhol der
Matters and |ssuer Purchases of Equity Securities.

Mar ket | nformation

Qur $0.10 par value common stock is listed on the OTC Bulletin Board (a
regul ated quotation service) under the ticker synmbol “SLEY. The high
and low prices of Scott's Liquid Gold-Inc. comon stock as traded on
the OIC Bulletin Board were as follows. The over-the-counter market
guotations reflect inter-dealer prices, wthout retail mark-up, mark-
down or commi ssion and nmay nhot necessarily represent act ual
transacti ons.

2008 2007
Three Mont hs Ended Three Mont hs Ended
Hi gh Low Hi gh Low
March 31 $0. 75 $0. 43 March 31 $0. 87 $0. 75
June 30 $0. 55 $0. 35 June 30 $0. 95 $0.73
Sept enber 30 $0. 40 $0. 27 Sept enber 30 $1.12 $0. 72
Decenber 31 $0. 35 $0. 11 Decenber 31 $0. 95 $0. 54

Shar ehol der s

As of January 31, 2009, we had approximately 937 shareholders of
record.
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Di vi dends

W did not pay any cash dividends during the two nost recent fisca
years. No decision has been made as to future dividends. See
“Managenent’s Discussion and Analysis or Plan of Operation - Liquidity
and Capital Resources” for information concerning restrictions on
di vi dends.

O her

Current stock quotes, our SEC filings, quarterly earnings and press
rel eases can be found at: htt p: // www. busi nesswi re. conif cnn/ sl gd. ht m

Equity Pl ans

The following table provides, as of Decenber 31, 2008, information
regardi ng our equity conpensation plans, which consist of the 1997, 1998, and
2005 Stock Option Pl ans. The 1997 and 1998 Pl ans have expired, but options
under those Plans remain outstanding. W also have an Enployee Stock
Omnership Plan which invests only in our common stock, but which is not
included in the table bel ow.

Nurber of
securities
remai ni ng
avai |l abl e for
Nurber of future issuance
securities to be under equity
i ssued upon Wi ght ed- aver age | conpensati on pl ans
exerci se of exercise price of (excl udi ng
out st andi ng out st andi ng securities
options, warrants options, warrants reflected in
and rights and rights columm (a))
Pl an Cat egory (a) (b) (c)
Equity
conpensati on
pl ans approved by
security hol ders 1, 862, 650 $0. 62 608, 350
Equity
conpensati on
pl ans not
approved by - - -
security hol ders
Tot al 1, 862, 650 $0. 62 608, 350

St ock Pur chases

We did not nmke any repurchases of our outstanding shares during the fourth
quarter of 2008.

St ock Contributions

Pursuant to board resolutions, on May 6, 2008, Septenber 23, 2008, and
Decenber 12, 2008 we issued and contributed 30,000 shares, 30,000 shares, and
40,000 shares, respectively, of our comopn stock to our Enployee Stock
Ownership Plan (the "Plan"). No consideration was paid by the Plan for these
contributions. We believe that these contributions were not subject to the
securities registration requirements of the Securities Act of 1933 because
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they did not involve a sale. The contributions of the shares to the Plan may
al so be exenpt from such securities registration as a non-public offering
under Section 4(2) of the Securities Act of 1933.
Item 6. Sel ected Financial Data

Not appl i cabl e.

Item 7. Managenent's Di scussion and Anal ysis of Financial Condition and
Results of Qperations.

Gener al

W& manufacture and narket both household and skin care products. OQur
products are sold throughout the United States and Canada and insignificantly
in other countries.

Critical Accounting Policies

W have identified the policies below as critical to our business

operations and the wunderstanding of our results of operations. These
policies involve significant judgnents, estimates and assunptions by our
managenent. For a detailed discussion on the application of these and ot her

accounting policies, see Note 1 in the Notes to the Consolidated Financial
Statenments.

Revenue Recognition

Qur revenue recognition policy is significant because the anount
and timng of revenue is a key conmponent of our results of operations.
W follow the guidance of Staff Accounting Bulletin No. 104 ("SAB
104”), which requires that a strict series of criteria are net in order

to recognize revenue related to product shipnent. If these criteria
are not nmet, the associated revenue is deferred until the criteria are
nmet . Cenerally, these criteria are that there be an arrangement to

sell the product, we have delivered the product in accordance w th that
arrangenent, the sales price is determnable, and collectibility is
pr obabl e.

Qur reserves for accounts receivable consist of a bad debt
reserve and reserves for returns and custonmer allowances. Reserves for
marketing rebates, pricing allowances and returns, coupons and certain
ot her pronotional activities involve estimtes nmade by managenent based
upon an assessnent of historical trends, information from custoners,
and anticipated returns and allowances related to current sales
activity. The level of returns and allowances are inpacted by, anong
other things, promotional efforts performed by custonmers, changes in
customers, changes in the mix of products sold, and the stage of the

rel evant product life cycle. Changes in estimates may occur based on
actual results and consideration of other factors that cause returns
and allowances. In the event that actual results differ from these

estimates, results of future periods nmay be inpacted.

Reserves for bad debts ($59,500 at Decenmber 31, 2008 and $62, 900
at Decenber 31, 2007) are recorded based on estimates by nmanagenent
i ncluding factors surrounding the credit risk of specific custoners and

historical trends. We have been exposed to potential |osses on
recei vabl es due from specific customers that have suffered financial
difficulties. We have provided reserves against certain receivables

from such custoners in addition to anmounts related to unidentified
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| osses. Those reserves are reduced as those accounts are settled or

witten off. In the event that actual |osses differ from these
estimates or there is an increase in exposure relating to sales to
specific custoners, results of future periods may be inpacted. e

bel i eve our reserve is adequate to absorb any | osses which may ari se.
I ncone Taxes

As of Decenber 31, 2008, we have net deferred incone tax assets
of $3,037,800 which primarily relate to net operating |oss
carryforwards, expenses that are not yet deductible for tax purposes
and tax credit carryforwards, offset by deferred inconme tax liabilities
for differences in the book and tax bases of property and equi pment
The net deferred tax asset is fully reserved by a valuation allowance
The valuation allowance represents nmanagenment’s determination that we
will more likely than not be unable to realize the value of such assets
due to the uncertainty of future profitability.

I nventory Val uation and Reserves

Qur inventory is a significant conponent of our total assets. In
addition, the carrying value of such inventory directly inpacts the
gross margins that we recognize when we sell the inventory and record
adjustnments to carrying val ues. Qur inventory is valued at the | ower
of cost or market, cost being determined under the first-in, first-out
met hod. We estimate reserves for slow noving and obsol ete products and
raw materials based upon historical and anticipated sales. In the
event that actual results differ from these estimtes, results of
future periods may be inpacted.

Recently |ssued Accounting Pronouncenents

Pl ease see Note 1 (p) of our Consolidated Financial Statenents.
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Results of Qperations

During 2008, we experienced a decrease in sales of both our Scott’'s
Liquid Gold household products and our Mntagne Jeunesse line of skin care
products and a slight increase in net sales of our line of Al pha Hydrox skin
care products. Qur net loss for 2008 was $1,497,000 versus a |loss of
$1, 310,800 for 2007. The slight increase in our loss for 2008 conpared to
2007 results from a decrease in sales, mtigated somewhat by a reduction in
our operating costs and expenses.

Summary of Results as a Percentage of Net Sal es

Year Ended Decenber 31,

2008 2007
Net sal es
Scott’s Liquid Gold househol d products 45. 8% 44. 9%
Skin care products 54. 2% 55. 1%
Total net sales 100. 0% 100. 0%
Cost of sales 56. 9% 56. 5%
G oss profit 43. 1% 43. 5%
O her revenue 0. 2% 0. 4%
43. 3% 43. 9%
Oper ati ng expenses 50. 6% 48. 9%
I nt erest expense 2.1% 2.3%
52. 7% 51. 2%
Loss before income taxes (9.4% (7.3%

Qur gross margins may not be conparable to those of other entities
because sone entities include all of the costs related to their distribution
network in cost of sales and others, like us, exclude a portion of them
(freight out to custonmers and noninal outside warehouse costs) from gross
margin, including them instead in the selling expense line item See Note
1(o), Operating Costs and Expenses Cassification, to the Consolidated
Financial Statenents in this Report.

Year Ended Decenber 31, 2008
Conpared to Year Ended Decenber 31, 2007

Conparative Net Sal es

Per cent age

I ncrease
2008 2007 (Decr ease)
Scott’s Liquid Gold and

ot her househol d products $ 6,414,100 $ 7,021, 800 (8.7%
Touch of Scent 880, 000 1, 029, 900 (14. 6%
Tot al househol d products 7,294,100 8, 051, 700 (9.4%
Al pha Hydrox and other skin care 3, 848, 000 3,302, 100 16. 5%

Mont agne Jeunesse and ot her
di stributed skin care 4,769, 700 6, 564, 700 (27.3%
Total skin care products 8,617, 700 9, 866, 800 (12. 7%
Total net sales $15, 911, 800 $17, 918, 500 (11. 2%

Consol i dated net sales for 2008 were $15,911, 800 versus $17,918,500 for
2007, a decrease of $2,006, 700 or about 11.2% Average selling prices for
2008 were up by $932,800 over those of the conparable period of 2007, prices
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of household products being up by $468,200, and average selling prices of
skin care products being up by $464,600. This increase was primarily due to
fewer price pronotions on selected cosnetic products. Co-op adverti sing,
marketing funds, slotting fees and coupon expenses (pronotional allowances)
paid to retailers were subtracted from gross sales in accordance with current
accounting policies totaling $1,510,100 in 2008 versus $2,294,700 in 2007, a
decrease of $784,600 or about 34.2% This decrease consisted of a decrease
in coupon expense of $345,400, a decrease in co-op marketing funds of
$309, 500 and a decrease in slotting fee expenses of $129, 700.

From time to time, our custonmers return product to us. For our
househol d products, we pernmit returns only for a limted time, and generally
only if there is a manufacturing defect. Wth regard to our skin care
products, returns are nore frequent under an unwitten industry standard that
permts returns for a variety of reasons. 1In the event a skin care custoner
requests a return of product, the Conpany will consider the request, and may

grant such request in order to nmaintain or enhance relationships wth
customers, even in the absence of an enforceable right of the custoner to do
So. Sone retailers have not returned products to us. Return price credit
(used in exchanges typically, or rarely, refunded in cash) when authorized is
based on the original sale price plus a handling charge of the retailer that
ranges from 8-10% The handling charge covers costs associated with the
return and shipping of the product. Additions to our reserves for estimated
returns are subtracted from gross sales.

From January 1, 2006 through Decenber 31, 2008, our product returns
(as a percentage of gross revenue) have averaged as follows: household
products 0.2% Montagne Jeunesse products 3.3% and our Al pha Hydrox and
other skin care products 5.7% The level of returns as a percentage of gross
revenue for the household products and Mntagne Jeunesse products have
remai ned fairly constant as a percentage of sales over that period while the
Al pha Hydrox and other skin care products return |evels have fluctuated.
More recently, as our sales of the skin care products have declined we have
seen a decrease in returns as a percentage of gross revenues. The products
returned in 2008 (indicated as a percentage of gross revenues) were:
househol d products 0.1% Montagne Jeunesse products 3.3% and our Al pha
Hydrox and other skin care products 2.0% W are not aware of any industry
trends, conpetitive product introductions or advertising campaigns at this
time which would cause returns as a percentage of gross sales to be
materially different for the current fiscal year than for the above averages.
Furthernore, the Conpany’s managenent is not currently aware of any changes
in custormer relationships that we believe would adversely inpact anticipated
returns. However, we review our reserve for returns quarterly and we
regularly face the risk that the existing conditions related to product
returns will change.

During 2008, net sales of skin care products accounted for 54.2% of
consolidated net sales conpared to 55.1% for 2007. Net sales of these
products for those periods were $8,617,700 in 2008 conpared to $9, 866,800 in
2007, a decrease of $1,249,100 or about 12.7%

Net sales of Montagne Jeunesse and other distributed products were
$4,769,700 in 2008 versus $6,564,700 in 2007, a decrease of $1,795,000 or
27. 3% The decrease primarily reflects a reduction holiday display orders
pl aced by retailers for the fourth quarter of 2008. The decrease in sales of
Mont agne Jeunesse was of fset sonmewhat by increased sales of Mosehead Men’s
groom ng products and Baylis & Harding products which were not sold during
the first half of 2007 or only had nom nal sales during that period.
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Net sales of our Al pha Hydrox and other skin care products were
$3,848,000 in 2008 versus $3,302,100 in 2007, an increase of $545,6900 or
16. 5% The increase is primarily the result of the contraction in
distribution of A pha Hydrox products at drug store and grocery chains where
retail support in the form of product returns, marketing co-op funds, coupon
and pronotion progranms, damage clains and simlar nmatters are expensive.
Wth this contraction in distribution, the corresponding reduction in these
associ ated costs has resulted in greater net sales reported in 2008.

Sales of household products for 2008 accounted for 45.8% of
consol i dated net sales conpared to 44.9% for the same period in 2007. These
products are conprised of Scott's Liquid Gold wood care products (Scott’s
Liquid Gold for wood, a wood wash and wood wi pes), nold renediation products,
Touch of Scent products. During 2008 sales of household products were
$7,294,100 as conpared to $8,051,700 for the sane period in 2007, a decrease
of $757,600, or 9.4% Sales of Scott's Liquid CGold wood care products
decreased by $607,700 in 2008 versus 2007. W believe this reduction to be a
result of a decrease in nedia advertising of our wood care products in 2008
versus 2007. Mold Control 500 sales, which are shown in the sales for
Scott’'s Liquid CGold and other household products, were $446,600 for 2008
versus $849,700 in 2007, primarily due to new product pronotional
i ntroductions occurring in 2007 with two major hardware chai ns which were not
replicated in 2008. Sales of air fresheners were down by $149,900 or 14.6%
primarily due to a decrease in distribution in present and past quarters,
offset in part by introductory sales of Cube Scents, introduced in the third
quarter of 2008. It is too early to tell about consumer acceptance of this
addi ti on.

As sales of a consuner product decline, there is the risk that retail

stores will stop carrying the product. The |loss of any significant custoner
for any skin care products, “Scott’s Liquid Gold” wod care or nold
renmedi ati on products, could have a significant adverse inpact on our revenues
and operating results. W believe that our future success is highly

dependent on favorable acceptance and sales in the marketplace of Montagne
Jeunesse products, our Al pha Hydrox products introduced in 2005 and 2007 and
our “Scott’s Liquid Gold” wood care and nold renedi ati on products.

W also believe that the introduction of successful new products,
including line extensions of existing products, such as the wood wash and our
new nold remediation product, using the nane “Scott’s Liquid CGold”, are
inmportant in our efforts to maintain or grow our revenue. Late in the fourth
quarter of 2006, we introduced two new itens within our Al pha Hydrox cosnetic

line of products. Late in the fourth quarter of 2007, we introduced new
items within the Mwosehead Men's groomng products and also products of
Baylis & Harding. In early 2008, we introduced bath, body and hair care
products manufactured by Keyline Brands. We have introduced in the first

quarter of 2009 and expect to commence shipping in the second quarter of 2009
a new househol d product under the Scott’'s Liquid Gold brand which is designed
for use in cleaning the screens of today’'s sensitive electronics including
tel evisions, conmputer nonitors and nore. Additionally, we regularly review
possi bl e additional products to sell through distribution agreenents or to
manuf acture oursel ves. To the extent that we manufacture a new product
rather than purchase it from external parties, we are also benefited by the
use of existing capacity in our facilities. The actual introduction of
additional products, the timng of any additional introductions and any
revenues realized fromnew products is uncertain.

On a consolidated basis, cost of goods sold was $9, 048,300 for 2008

conpared to $10,117,600 for 2007, a decrease of $1,069,300 or 10.6% on a
sal es decrease of 11.2% As a percentage of consolidated net sales, cost of
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goods sold was 56.9% in 2008 versus 56.5%in 2007. The cost of goods reflects
the conbined result of an increase in raw material costs (primarily in both

oil and steel cans) and the decrease in sales pronotion expenses which
increased our revenues and thus affected our margins. W have seen
significant increases in steel can costs, beginning in the first quarter of
20009. W currently expect that these higher costs wll be offset by

anticipated declines in the cost of our process oils used to manufacture
Scott’s Liquid Gold for wood products.

Operati ng Expenses, Interest Expense and Ot her |ncone

Per cent age

I ncrease

2008 2007 (Decr ease)

Qper ati ng Expenses
Adverti si ng $ 345,300 $ 332,800 3.8%
Sel I'i ng 4,943, 100 5, 433, 500 (9.0%
Ceneral & Administrative 2, 760, 500 2,994, 800 (7.8%
Tot al operating expenses $ 8,048,900 $ 8,761,100 (8.1%
Interest Incone and O her $ 23,000 $ 72, 300 (68.2%
I nterest Expense $ 334,600 $ 422,900 (20.9%

Qperating expenses, conprised primarily of advertising, selling and
general and administrative expenses, decreased $712,200 in 2008, when
conpared to 2007. The various conponents of operating expenses are di scussed
bel ow.

Advertising expenses for 2008 were $345,300 conpared to $332,800 for
the conparable period of 2007, an increase of $12,500 or 3.8% As in prior
years, we have limted advertising as part of our costs reduction efforts.

Selling expenses for 2008 were $4,943,100 conpared to $5, 433,500 for
2007, a decrease of $490,400 or 9.0% That decrease was conprised of a

$93, 700 decrease in royalty fees due to cancellation of a direct licensing
contract related to our cosnetic products containing hydroxy-acids (products
whi ch are now manufactured under a “pass-through” license from our supplier

of these materials), a decrease of $170,200 in pronotional displays and
products, brokerage fees, freight expense and business insurance associated
with fewer sales in 2008 conpared to 2007, a decrease in salaries, fringe
benefits and related travel expense of $79,400 primarily resulting from a
reduction in salaries and personnel in 2008 versus 2007, a $84,300 decrease
i n consuner rebates and associ ated postage related to a direct rebate program
introduced in 2007, a decrease of $38,900 in telephone expenses primarily
related to the elimnation of an outside call center service in early 2008
and a net decrease in other selling expenses, none of which by itself is
significant, of $23, 900.

General and administrative expenses for 2008 were $2, 760,500 conpared
to $2,994,800 for 2007, a decrease of $234,300 or 7.8% That decrease was
primarily attributable to a decrease in legal, audit and other professional
fees of $161,600, a decrease of $22,200 in salaries and fringe benefits and
rel ated travel expense resulting froma reduction in salaries and personnel
and a net decrease in other general and administrative expenses, none of
which by itself is significant, of $50,500. Early in the fourth quarter of
2008 we reduced our selling and general admnistrative staff and decreased
the conpensation of sonme of our executive officers. We expect this cost
cutting to save the Conpany approxi mately $225,000 on an annual basis.
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Interest expense for 2008 was $334,600 versus $422,900 for the
conparable period of 2007. Interest expense decreased because of |ower
interest rates, offset by increased borrowing levels during the fourth
quarter of 2008. Interest expense may increase in future periods with the
addition of the line of credit established in Novenmber 2008. See “Liquidity
and Capital Resources” below. Interest and other incone for 2008 was $23, 000
as compared to $72,300 of interest income for 2007 and consists of interest
earned on our cash reserves.

During 2008 and 2007, expenditures for research and devel opment were
not material (under 2% of revenues).

Liquidity and Capital Resources
C tyw de Loan

On June 28, 2006, we entered into a loan with a fifteen year
anortization with G tyw de Banks for $5, 156,600 secured by the land, building
and fixtures at our Denver, Colorado facilities. Interest on the bank | oan
(5.0% at Decenber 31, 2008) is at the prinme rate as published in The Wall
Street Journal, adjusted annually each June. This loan requires 180 nonthly
paynments, currently of approxinately $42,000, which commenced on July 28,
2006. The |oan agreenent contains a nunber of covenants, including the
requi renent for maintaining a current ratio of at least 1:1 and a ratio of
consol idated long-term debt to consolidated net worth of not nore than 1:1.
W may not declare any dividends that would result in a violation of either
of these covenants. The foregoing requirenments were nmet at the end of 2008.

Fi nanci ng Agr eenent

On Novenber 3, 2008, effective as of Cctober 31, 2008, we entered into
a financing agreement with an “asset-based” Ilender for the purpose of
i nproving working capital. An anendnment to this agreenment was executed
March 12, 2009 extending the initial anniversary date to March 12, 2010. The
agreenment provides for up to $1,200,000 and is secured primarily by accounts

recei vable, inventory, any lease in which we are a lessor, all investnent
property and guarantees by our active subsidiaries. Under the financing
agreenment, the lender will make loans at our request and in the lender’s

di scretion (a) based on purchases of our Accounts by the lender, wth
recourse against us and an advance rate of 70% (or such other percentage
determned by the lender in its discretion), and (b) based on Acceptable
Inventory not to exceed certain amounts, including an aggregate maxi num of
$250, 000. The term of the agreement is one year, renewable for additional
one-year terms unless either party provides witten notice of non-renewal at
| east 60 days prior to the end of the current financing period. Advances
under the agreement bear interest at a rate of 1% over the prime rate (as
published in the Wall Street Journal) for the accounts receivable portion of
the advances and 3% over the prime rate for the inventory portion of the
borr ow ngs. The prime rate (3.25% as of Decenber 31, 2008) adjusts wth
changes to the rate. In addition there are collateral managenent fees of
0.28% for each 10-day period that an advance on an accounts receivable
invoice remains outstanding and a 1.35% collateral nmanagenent fee on the
average monthly loan outstanding on the inventory portion of any advance.
The agreenent provides that no change in control concerning us or any of our
active subsidiaries shall occur except with the prior witten consent of the
| ender. Events of default include, but are not limted to, the failure to
make a paynent when due or a default occurring on any indebtedness of ours.
See Note 1(f) regarding the accounting treatnment of funds obtained under this
agr eenent .
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Liquidity

During 2008, our working capital decreased by $1,149,200, and
concomtantly, our current ratio (current assets divided by current
liabilities) decreased from 1.9:1 at Decenber 31, 2007 to 1.6:1 at
Decenmber 31, 2008. This decrease in working capital is attributable to a net
loss in 2008 of $1,497,000, reduction in long-term debt of $300, 300, offset
by depreciation and anortization in excess of capital additions of $546, 300,
the exercise of stock options for $9,200, and the granting of stock options
val ued at $67,000 and the issuance of stock to the Enpl oyee Stock Option Plan
totaling $25,400, the latter two itens requiring no outlay of cash.

At Decenber 31, 2008, trade and other receivables were $570, 300 versus
$1, 037,400 at the end of 2007, largely because sales in the last quarter of
2008 were less than those of the last quarter of 2007 due in large part to a
reduction in holiday display orders for Mntagne Jeunesse products from
retailers in 2008. Accounts payabl e decreased from the end of 2007 through
the end of 2008 by $211,500 corresponding primarily with the decrease and
timng of purchases of inventory over that period. At Decenber 31, 2008
inventories were $300,000 |ess than at Decenber 31, 2007, primarily due to a
decrease in household products inventory as a result of a decrease in our
Touch of Scent product sales and the timng of inventory purchases. Prepaid
expenses decreased from the end of 2007 by $117,400 primarily due to a
decrease in prepaid pronotional expenses.

In spite of current economic conditions in the United States, our
managenent expects net sales in 2009 will be on a par, or close to on a par,
with net sales in 2008. This sales projection involves, anong other things,
the following matters. Sales of Scott’s Liquid Gold for wood have remained
relatively steady in 2008 conpared to 2007; we expect the sales of this

product in 2009 to be approximately the same as in 2008. Qur wood wash
product could provide sonme small growth. The Mold Control 500 sales are at a
relatively low | evel, which we should be able to maintain. In 2009, Mbntagne

Jeunesse is expected to be offered for sale in a greater nunber of stores
operated by sone existing custoners, as well as in the stores of a fewretail
chains which did not carry the product in 2008. The sales inpact resulting
fromthis distribution expansion is expected to be offset in full or in part
by a reduction in the nunber of product variants that these custoners carried
prior to 2009. As a result, Mntagne Jeunesse net sales in 2009 are expected
to remain approximately the sane as in 2008, with limted or no holiday
di splays as was the case in 2008. Al pha Hydrox products are now distributed
at a limted nunmber of retailers, where marketing and support costs are
manageabl e, as well as being sold on our internet site. Qur Diabetic cream
products continue at a level simlar to 2008 as they continue to react to
product sanpling efforts. Massage oils continue to perform satisfactorily at
Val - Mart. We also have the planned introduction of a screen cleaner which
wi || provide additional sales volune in 2009.

Qur managenent al so expects that the cost of goods will increase only
noderately in 2009 conpared to 2008. The increase results froma substanti al
increase in the costs of steel cans, offset in part by anticipated |ower
prices for oils used in our Scott’'s Liquid Gold for wood products and
possibly a decrease in freight costs as fuel prices decline. W have al so
reduced our operating costs through the elimnation or consolidation of
staffing and conpensation reductions or freezes. Thus we expect that
operating costs in 2009 to remain about the sane as or sonewhat bel ow 2008
operating costs.
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As indicated above, we have in place a financing agreenent, for
working capital, with Sunmt Financial Resources, an asset-based |ender. The
agreenent is for up to $1.2 mllion and is expected to provide working
capital which may be necessary to neet the needs of the Conpany for 2009. W
have, in general, high quality accounts receivable which may be sold pursuant
to this agreenent. The Summit Financial Resources agreement has a term of
one year which expires March 12, 2010; however, it is automatically renewed
for 12 months unless either party elects to cancel in witing at |east 60
days prior to the anniversary date. W have no intention to exercise this
cancel lation right, and the lender has not given any indication that they
have any such intentions.

We have no significant capital expenditures planned for 2009.

As a result of the foregoing, we expect that our available cash,
projected cash flows from operating activities, and borrow ng avail abl e under
the Summt Financial Resources agreement wll fund the next twelve nonths’
cash requirenents, ending Decenber 31, 2009.

In order to inprove our liquidity and our operating results, we wll
al so continue to pursue the followi ng steps: the sale of all or a portion of
our real estate which we have listed with a real estate firm (see Item 2.
Property above), efforts to inprove revenues, a further reduction in our
fixed operating expense if needed, and potentially the addition of external
fi nanci ng.

Qur dependence on operating cash flow nmeans that risks involved in our
busi ness can significantly affect our liquidity. Any loss of a significant
customer, any further decreases in distribution of our skin care or househol d
products, any new conpetitive products affecting sales Ilevels of our
products, or any significant expense not included in our internal budget

could result in the need to raise cash. We have no arrangenents for any
additional external financing of debt or equity, and we are not certain
whet her any such financing would be avail able on acceptable ternms. In order

to i nprove our operating cash flow, we need to achieve profitability. Please
see “Risk Factors” in Item1 above.

The following table sets forth our contractual obligations in the

aggr egat e. We have no capital |ease obligations, unconditional purchase
obligations or other long-term contractual obligations. Qur | ong-term debt
interest rate is a variable rate. The table below assunmes a 5.0% annual

interest rate for our |long-term debt.

CONTRACTUAL OBLI GATI ONS
Paynents due by Peri od

Less than After
Tot al 1- Year 1-3 Years 4-5 Years 5 Years

Long-term debt,

i ncludi ng interest $6, 283,900 $ 502, 700 $1, 508, 100 $1, 005,400 $3, 267, 700
Operating | ease obligations 182, 000 82, 900 89, 300 9, 800 -
Tot al Contract ual

Cash Obligations $6, 465, 900 $ 585, 600 $1, 597,400 $1,015,200 $3, 267, 700
Item 7A Quantitative and Qualitative Disclosures About Market Risk

Not appl i cabl e.
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Item 8. Fi nanci al Statenents and Suppl enentary Dat a.

Report of Independent Regi stered Public Accounting Firm

To the Board of Directors and Sharehol ders of Scott's Liquid Gold-Inc.

We have audited the acconpanyi ng consolidated bal ance sheets of Scott's
Liquid Gold-lInc. and subsidiaries (the Conpany) as of Decenber 31, 2008 and
2007, and the related consolidated statenments of operations, sharehol ders’
equity and conprehensive incone (loss), and cash flows for each of the years
in the two-year period ended Decenber 31, 2008. These consolidated financial
statements are the responsibility of the Conpany's nanagenent. Qur
responsibility is to express an opinion on these consolidated financial
statenents based on our audits.

We conducted our audits in accordance with the standards of the Public
Conpany Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statenents are free of mat eri al
m sst at enent . The Conpany is not required to have, nor were we engaged to
perform an audit of its internal control over financial reporting. CQur
audits included consideration of internal control over financial reporting as
a basis for designing audit procedures that are appropriate in the
circunmstances, but not for the purpose of expressing an opinion on the
effectiveness of the Conmpany’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit includes exam ning, on a
test basis, evidence supporting the amounts and disclosures in the
consol idated financial statenents. An audit also includes assessing the
accounting principles used and significant estimtes made by nanagenent, as
wel | as evaluating the overall financial statenment presentation. W believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statenents referred to above
present fairly, in all material respects, the financial position of Scott's
Liquid Gold-1nc. and subsidiaries as of Decenber 31, 2008 and 2007, and the
results of their operations and their cash flows for each of the years in the
two-year period ended Decenmber 31, 2008, in conformty with US. generally
accepted accounting principles.

/ s/ EHRHARDT KEEFE STElI NER & HOTTMAN PC

Denver, Col orado
March 16, 2009

25



Consol i dated Statements of Operations

Year ended Decenber 31

2008 2007

Net sal es $15, 911,800  $17, 918, 500
Operating costs and expenses:

Cost of sales 9, 048, 300 10, 117, 600

Adverti sing 345, 300 332, 800

Sel ling 4,943, 100 5, 433, 500

General and administrative 2, 760, 500 2,994, 800

17,097, 200 18, 878, 700

Loss from operations (1, 185, 400) (960, 200)

I nterest incone 23, 000 72,300

I nt erest expense (334, 600) (422, 900)

Loss before income taxes (1, 497, 000) (1, 310, 800)

I ncome tax expense (Note 5)

Net | oss

$(1, 497, 000)

$(1, 310, 800)

Net | oss per conmon share (Note 7):

Basi c $ (0.14) % (0.12)

Dl uted $ (0.14) % (0.12)
Wei ght ed average shares out st andi ng:

Basi c 10, 621, 300 10, 543, 400

Di |l uted 10, 621, 300 10, 543, 400

See acconpanyi ng notes to consolidated financial
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Consol i dat ed Bal ance Sheets

Decenber 31,
ASSETS 2008 2007
Current assets:
Cash and cash equival ents $ 909, 900 $ 1, 483, 300
I nvest ment securities 4,500 50, 400
Trade receivabl es, net of allowance
of $59, 800 and $62, 900 for
doubt ful accounts 349, 600 1, 004, 900
O her receivabl es 220, 700 32,500
Inventories, net (Note 2) 2,754,500 3, 054, 500
Prepai d expenses 120, 700 238, 100
Total current assets 4, 359, 900 5, 863, 700
Property, plant and equi prent,
net (Note 3) 12, 081, 900 12, 624, 000
O her assets 51, 100 55, 400
$16, 492, 900 $18, 543, 100
LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY
Current liabilities:
Accounts payabl e $ 1, 348, 800 $ 1, 560, 300
Accrued payroll and benefits 691, 800 866, 200
O her accrued expenses 353, 100 390, 500
Current maturities of long-term
debt (Note 4) 273, 600 204, 900
Total current liabilities 2,667, 300 3, 021, 900
Long-term debt, net of current
maturities (Note 4) 4,371, 300 4,671, 600
Total liabilities 7, 038, 600 7, 693, 500
Conmi t ments and conti ngenci es
(Notes 4, 6, 9 and 10)
Shar ehol ders’ equity (Note 6):
Common stock; $.10 par val ue,
aut hori zed 50, 000, 000 shares; issued
and out standi ng 10, 695, 000 shares
(2008), and 10,575,000 shares (2007) 1, 069, 500 1, 057, 500
Capital in excess of par 5,179, 700 5,090, 100
Accumul at ed conpr ehensi ve incone 500 400
Ret ai ned ear ni ngs 3, 204, 600 4,701, 600
Shar ehol ders’ equity 9, 454, 300 10, 849, 600
$16, 492, 900 $18, 543, 100

See acconpanying notes to consolidated financial statenents.
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Consol i dat ed St atenments of Sharehol ders

Equi ty and Conprehensive Income (Loss)

Capi t al Accumul at ed
Years ended Decenber 31, Conmon St ock i n Excess Conpr ehensi ve Ret ai ned Conpr ehensi ve
2008, 2007 Shar es Anmount of Par I ncome (| oss) Ear ni ngs I ncome (| oss)
Bal ance, Decenber 31, 2006 10,533,000 $ 1,053,300 $ 5,015,800 $1,100 $ 6,012, 400
Stock issued to ESCP Pl an 42,000 4,200 31, 400
St ock options granted 42,900
Unrealized | oss on
i nvest ment securities (700) $ (700)
Net | oss (1, 310, 800) (1, 310, 800)
Bal ance, Decenber 31, 2007 10,575,000 $ 1,057,500 $ 5,090,100 $ 400 $ 4,701, 600
Tot al conprehensive | oss $(1, 311, 500)
St ock option exercised 20, 000 2,000 7,200
St ock issued to ESOP Pl an 100, 000 10, 000 15, 400
St ock options granted 67, 000
Unreal i zed gain on
i nvest nent securities 100 $ 100
Net | oss (1, 497, 000) (1, 497, 000)
Bal ance, Decenber 31, 2008 10,695,000 $ 1,069,500 $ 5,179,700 $ 500 $ 3,204, 600

Tot al conprehensive | oss

See acconpanyi ng notes to consolidated financial
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Consol i dated Statenments of Cash Fl ows

Cash Flows from Qperating Activities:
Net | oss

Adj ustments to reconcile net |oss
to net cash provided (used) by
operating activities:

Year ended Decenber 31

2008

2007

$( 1, 497, 000)

$(1, 310, 800)

Depreci ation and anortization 560, 300 603, 400
Stock issued to ESCP 25, 400 35, 600
St ock options granted 67, 000 42,900
Change in assets and liabilities:
Trade and ot her receivabl es, net 216, 100 (238, 200)
I nventories, net 300, 000 236, 900
Prepai d expenses and ot her assets 113, 300 (76, 500)
Account s payabl e and accrued expenses (423, 100) (360, 100)
Total adjustments to net |oss 859, 000 244, 000
Net Cash Used by
Qperating Activities (638, 000) (1, 066, 800)
Cash Flows fromlnvesting Activities:
Proceeds fromsale of securities 50, 000 -
Pur chases of property, plant and equi prent (14, 000) (63, 400)
Net Cash Provided (Used) by
I nvesting Activities 36, 000 (63, 400)
Cash Flows from Financing Activities:
Proceeds from sale of accounts receivable 251, 000 -
Princi pal paynents on |ong-term borrow ngs (231, 600) (190, 600)
Proceeds from exerci se of stock option 9, 200 -
Net Cash Provided (Used) by
Fi nancing Activities 28, 600 (190, 600)
Net Decrease in Cash and Cash Equival ents (573, 400) (1, 320, 800)
Cash and Cash Equival ents, begi nning of year 1, 483, 300 2,804, 100
Cash and Cash Equival ents, end of year $ 909,900 $ 1,483,300
Suppl emrent al di scl osur es:
Cash paid during the year for:
I nt er est $ 336,100 $ 423,000
I ncome taxes $ - $ 3, 600

See acconpanying notes to consolidated financial
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Note 1. Organi zation and Summary of Significant Accounting Policies

(a) Conpany Background and Managenent’s Pl ans

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, we" or "our") manufacture and market quality
househol d and skin care products, and we fill, package and narket our Mold
Control 500 product. Since the first quarter of 2001, we have acted as a
distributor in the United States of beauty care products contained in
i ndi vi dual sachets and manufactured by Mntagne Jeunesse. In 2006 and 2007,
we began the distribution of certain other products. Qur business is
conpri sed of two segnents, household products and skin care products.

We have experienced significant |osses over an extended nunber of years
and have used a significant amount of our cash reserves to fund operations
and debt service. To address these trends, managenent has inplenmented cost
reduction initiatives, entered into a new financing agreenent (Note 4) and
continues to focus on old and new product sales and distribution at inproved
margi ns to i ncrease our cash provided by operations.

As a result of the foregoing, the Conpany expects that avail abl e cash,
projected cash flows from operating activities, and borrow ng avail abl e under
the Summit Financial Resources financing agreement wll fund the cash
requi renents for the year endi ng Decenmber 31, 2009.

(b) Princi pl es of Consolidation

Qur consolidated financial statenents include our accounts and those of
our wholly-owned subsidiaries. Al'l interconmpany accounts and transactions
have been elim nated.

(c) Use of Estimates

The preparation of financial statements in conformty with accounting
principles generally accepted in the United States of Anmerica requires
managenent to make estimates and assunptions that affect the reported anmounts
of assets and Iliabilities, the disclosure of contingent assets and
liabilities at the date of the financial statenments and the reported anounts
of revenues and expenses during the reporting period. Actual results could
differ from those estimates. Significant estimates include, but are not
limted to, realizability of deferred tax assets, reserves for slow noving
and obsolete inventory, custonmer returns and all owances, coupon redenptions,
and bad debts.

(d) Cash Equi val ents
We consider all highly liquid investnments with an original maturity of
three nonths or less at the date of acquisition to be cash equival ents.

(e) I nvestments in Marketable Securities

We account for investnments in marketable securities in accordance with
Statement of Financial Accounting Standards ("SFAS') No. 115 "Accounting for
Certain Investments in Debt and Equity Securities", which requires that we
classify investnments in marketable securities according to nanagenent's
intended use of such investnents. W invest our excess cash and have
established guidelines relative to diversification and maturities in an
effort to maintain safety and liquidity. These guidelines are periodically
reviewed and nodified to take advantage of trends in yields and interest
rates. W consider all investnents as available for use in our current
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operations and, therefore, classify them as short-term available-for-sale

i nvestments. Avai |l abl e-for-sale investnments are stated at fair value, wth
unrealized gains and |losses, if any, reported net of tax, as a separate
conmponent of sharehol ders' equity and conprehensive incone (loss). The cost

of the securities sold is based on the specific identification nmethod.
Investments in corporate and governnent securities as of Decenber 31, 2008
are scheduled to mature within one year

(f) Sal e of Accounts Receivabl e

W& have adopted SFAS No. 140, “Accounting for Transfers and Servicing
of Financial Assets and Extinguishnents of Liabilities” (“SFAS 140”). SFAS
140 provides consistent standards for distinguishing transfers of financial
assets that are sales from transfers that are secured borrowings. On
Novenber 3, 2008, effective as of Cctober 31, 2008, we established a
$1,200,000 factoring line with an asset-based |ender (“Lender”) and secured
by accounts receivable, inventory, any lease in which we are a l|essor, al
i nvestment property and guarantees by our active subsidiaries. This facility
enables us to sell selected accounts receivable invoices to the Lender with
full recourse against us. These transactions qualify for a sale of assets
since (1) we have transferred all of our rights, title and interest in the
sel ected accounts receivable invoices to the Lender, (2) the Lender may
pl edge, sell or transfer the selected accounts receivable invoices, and (3)
we have no effective control over the selected accounts receivable invoices
since we are not entitled to or obligated to repurchase or redeem the
i nvoi ces before their maturity and we do not have the ability to unilaterally
cause the Lender to return the invoices. Under SFAS 140, after a transfer of
financial assets, an entity recognizes the financial and servicing assets it
controls and the liabilities it has incurred, derecognizes financial assets
when control has been surrendered, and derecognizes liabilities when
extingui shed. During 2008, we sold approximately $358,000 of our accounts
receivable invoices to the Lender wunder a financing agreenent for
approxi mately $251,000. Pursuant to the provisions of SFAS 140, we reflected
the transaction as a sale of assets and established an accounts receivable
fromthe Lender for the retained amount |ess the costs of the transaction and
less any anticipated future loss in the value of the retained asset. The
retai ned anount is equal to 30% of the total accounts receivable invoice sold
to the Lender less 1.12% of the total invoice as an admnistrative fee plus a
daily finance fee, based on Wall Street Journal prinme plus 1% (4.25% at
Decenber 31, 2008), inposed on (a) the net of the outstanding accounts
recei vabl e invoices less (b) any retained anmounts due to us. The estinated
future loss reserve for each receivable included in the estinmated val ue of
the retained asset is based on the payment history of the custoner. Included
in “Qther receivables” at Decenber 31, 2008, we have an outstandi ng retained
recei vabl e of approximately $78,400 representing 30% of $261, 400 of unsettled
receivable invoices sold to the Lender as well as $123,100 due to us
resulting from customer remttances paid direct to the Lender on invoices
which were not sold to the Lender. Also, at Decenber 31, 2008, approximtely
$1,017,000 of this credit line was available for future factoring of accounts
recei vabl e invoices. See Note 4 regarding this agreemnent.

(9) I nventories
Inventories consist of raw materials and finished goods and are stated
at the lower of cost (first-in, first-out method) or market. W record a

reserve for slow nmoving and obsol ete products and raw materials. W estimte
reserves for slow nmoving and obsolete products and raw materials based upon
historical and anticipated sales. Anpunts are stated in Note 2.

(h) Property, Plant and Equi prment

Property, plant and -equipnment are recorded at historical cost.
Depreciation is provided using the straight-line nethod over estimted usefu
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lives of the assets ranging from three to forty-five years. Bui | di ng
structures and building inprovenments are estimated to have useful lives of 35
to 45 years and 3 to 20 years, respectively. Production equi prent and
producti on support equipnment are estimated to have useful lives of 15 to 20
years and 3 to 10 years, respectively. Ofice furniture and office nmachines
are estimated to have useful lives 10 to 20 and 3 to 5 years, respectively.
Carpeting, drapes and conpany vehicles are estimated to have useful |ives of
5 to 10 years. Mai ntenance and repairs are expensed as incurred
I mprovenents that extend the useful lives of the assets or provide inproved
efficiency are capitalized.

(1) Fi nanci al Instrunents

Fi nanci al instrunents which potentially subject us to concentrations of
credit risk include cash and cash equivalents, investnents in nmarketable
securities, and trade receivables. W maintain our cash balances in the form
of bank demand deposits with financial institutions that managenent believes
are creditworthy. As of the balance sheet date and periodically throughout
the year, the Company has nuaintained balances in various operating accounts
in excess of federally insured limts. We establish an allowance for
doubt ful accounts based upon factors surrounding the credit risk of specific
customers, historical trends and other information. We have no significant
financial instruments with off-bal ance sheet risk of accounting |oss, such as
foreign exchange contracts, option contracts or other foreign currency
hedgi ng arrangenents.

The recorded anobunts for cash and cash equival ents, receivables, other
current assets, and accounts payable and accrued expenses approximate fair
value due to the short-term nature of these financial instruments. The fair
value of investnents in marketable securities is based upon quoted market
val ue. Qur long-term debt bears interest at a fixed rate that adjusts
annually on the anniversary date to a then prinme rate. The carrying val ue of
long-term debt approximates fair value as of Decenber 31, 2008 and
Decenber 31, 2007.

(j) Long- Li ved Assets

We account for long-lived assets in accordance with the provisions of
SFAS No. 144, "Accounting for the Inpairment or Disposal of Long-Lived
Assets." This Statenment requires that long-lived assets and certain
identifiable intangibles be reviewed for inpairnent whenever events or
changes in circunstances indicate that the carrying anount of an asset may
not be recoverable. Recoverability of assets to be held and used is neasured
by a conparison of the carrying anount of an asset to future net cash flows
expected to be generated by the asset. If such assets are considered to be
i npaired, the inpairnent to be recognized is measured by the anount by which
the carrying anmount of the assets exceeds the fair value of the assets.
Assets to be disposed of are reported at the |lower of the carrying anount or
fair value |less costs to sell

(k) I ncome Taxes

We account for inconme taxes in accordance with the provisions of SFAS
No. 109, "Accounting for Incone Taxes", which requires the recognition of
deferred tax assets and liabilities for the expected future tax consequences
attributable to differences between the financial statenment carrying anounts
of assets and liabilities and their respective incone tax bases. A valuation
all owance is provided when it is nore likely than not that some portion or
all of a deferred tax asset will not be realized. The ultinmate realization
of deferred tax assets is dependent upon the generation of future taxable
income during the period in which related tenporary differences becone
deducti bl e. Deferred tax assets and liabilities are measured using enacted
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tax rates expected to apply to taxable income in the years in which those
tenporary differences are expected to be recovered or settled.

(1) Revenue Recognition
Revenue is recognized when an arrangenent exists to sell our product,
we have delivered such product in accordance with that arrangenment, the sales

price is determnable, and collectibility is probable. Reserves for
estimated market developnment support, pricing allowances and returns are
provided in the period of sale as a reduction of revenue. Reserves for

returns and allowances are recorded as a reduction of revenue, and are
mai ntai ned at a |level that managenment believes is appropriate to account for
anmounts applicable to existing sales. Reserves for coupons and certain other
promotional activities are recorded as a reduction of revenue at the |ater of
the date at which the related revenue is recognized or the date at which the
sales incentive is offered. At Decenber 31, 2008 and 2007 approximtely
$600, 000 and $695, 700, respectively, had been reserved as a reduction of
accounts receivable, and approxi mately $23,000 and $27, 000, respectively, had
been reserved as current liabilities. Co-op advertising, marketing funds,
slotting fees and coupons are deducted from gross sales and totaled
$1, 510, 100, and $2,294, 700 in 2008 and 2007, respectively.

(m Adverti sing Costs
Advertising costs are expensed as incurred.

(n) St ock- based Conpensati on

During 2008, we granted 450,800 options for shares of our comon stock
to enployees and directors at an average exercise price of $0.29 per share
The options which vest ratably over forty-eight nonths, or upon a change in
control, and which expire after five years, were granted at or above the
mar ket val ue as of the date of grant.

The wei ghted average fair market value of the options granted in 2008
was estimated on the date of grant, using a Black-Scholes option pricing
nodel with the foll owi ng assunptions:

Expected life of options 4.5 years
Average risk-free interest rate 2. 4%
Aver age expected volatility of stock 75%
Expect ed dividend rate None

Conpensation cost related to stock options recognized in operating
results (included in general and adm nistrative expenses) under SFAS 123R was
$67,000 in the year ended Decenber 31, 2008. Approxinmately $193,000 of total
unrecogni zed conpensation costs related to non-vested stock options is
expected to be recognized over the next forty-four nonths. In accordance
with SFAS 123R, there was no tax benefit from recording the non-cash expense
as relates to the options granted to enpl oyees as these were qualified stock
options which are not normally tax deductible. Wth respect to the non-cash
expense associated with the options granted to the non-enpl oyee directors, no
tax benefit was recognized due to the existence of as yet unutilized net
operating |l osses. At such time as these operating |osses have been utilized
and a tax benefit is realized from the issuance of non-qualified stock
options, a corresponding tax benefit may be recognized.

(o) Conpr ehensi ve | ncone

W follow SFAS No. 130, "Reporting Conprehensive |ncone” which
est abl i shes standards for reporting and displaying conprehensive inconme and
its conponents. Conprehensive incone includes all changes in equity during a
peri od from non-owner sources.
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(p) Operating Costs and Expenses O assification
Cost of sales includes <costs associated wth manufacturing and

distribution including |abor, mat eri al s, freight-in, purchasing and
receiving, quality control, internal transfer costs, repairs, maintenance and
other indirect costs, as well as warehousing and distribution costs. e

classify shipping and handling costs conprised primarily of freight-out and
nom nal outside warehousing costs as a conponent of selling expense on the
acconpanyi ng Consolidated Statement of Operations. Shi ppi ng and handl i ng
costs totaled $1,561,800 and $1,596,500, for the years ended Decenber 31,
2008 and 2007, respectively.

Selling expenses consist primarily of shipping and handling costs,
wages and benefits for sales and sales support personnel, travel, brokerage
conmi ssi ons, pronotional costs, as well as other indirect costs.

CGeneral and administrative expenses consist primarily of wages and
benefits associated with nanagenent and adm nistrative support departnents,
busi ness insurance costs, pr of essi onal f ees, office facility related
expenses, and ot her general support costs.

(q) Recently |ssued Accounting Pronouncenents

In Decenber 2007 the Financial Accounting Standards Board (FASB)
i ssued SFAS No. 141R, "Business Conbinations". This statenent replaces SFAS
141 and defines the acquirer in a business conbination as the entity that
obtains control of one or nore businesses in a business conbination and
establishes the acquisition date as the date that the acquirer achieves
control. SFAS No. 141R requires an acquirer to recogni ze the assets acquired
the liabilities assunmed, and any noncontrolling interest in the acquiree at
the acquisition date, mneasured at their fair values as of that date.
SFAS No. 141R also requires the acquirer to recognize contingent consideration
at the acquisition date, nmeasured at its fair value at that date. This
statement is effective for fiscal years, and interim periods within those
fiscal years, beginning on or after Decenber 15, 2008. Earlier adoption was
prohi bited. The adoption of this statenent did not have a material effect on
t he Conpany's financial statenents.

I n Decenber 2007, the Financial Accounting Standards Board (FASB) issued
SFAS No. 160, "Noncontrolling Interests in Consolidated Financial Statements -
an Arendnent of ARB No. 51". This statenent anends ARB 51 to establish
accounting and reporting standards for the Noncontrolling interest in a
subsidiary and for the deconsolidation of a subsidiary. This statenment is
effective for fiscal years, and interim periods within those fiscal years,
begi nning on or after Decenber 15, 2008. Earlier adoption is prohibited. The
adoption of this statement is not expected have a material effect on the
Conmpany's future reported financial position or results of operations.

In February 2007, the Financial Accounting Standards Board ("FASB")
issued SF AS No. 159, "The Fair Value Option for Financial Assets and
Financial Liabilities - Including an Amendnent of FASB Statenment No. 115".
This statement permts entities to choose to nmeasure certain financial
instruments and liabilities at fair value. Mst of the provisions of SFAS No.
159 apply only to entities that elect the fair value option. However, the
anendnment to SFAS No. 115 "Accounting for Certain Investnments in Debt and
Equity Securities"” applies to all entities with avail able-for-sale and tradi ng
securities. SFAS No. 159 is effective as of the beginning of an entity's first
fiscal year that begins after Novenber 15, 2007. The adoption of this
statement did not have a material effect on the Conpany's financia
statenents.
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In Septenber 2006, the FASB issued Statement of Financial Accounting
Standards No. 157, "Fair Val ue Measurenents” ("SFAS No. 157"). This Statenent
defines fair value as used in numerous accounting pronouncenents, establishes
a framework for nmeasuring fair value in generally accepted accounting
principles ("GAAP') and expands disclosure related to the use of fair value
measures in financial statements. SFAS No. 157 does not expand the use of
fair value measures in financial statenents, but standardizes its definition
and guidance in GAAP. The Standard enphasizes that fair value is a market-
based neasurenment and not an entity-specific neasurenent based on an exchange
transaction in which the entity sells an asset or transfers a liability (exit
price). SFAS No. 157 establishes a fair value hierarchy from observable
mar ket data as the highest level to fair value based on an entity’'s own fair
val ue assunptions as the |owest |evel. SFAS No. 157 is effective in fiscal
years beginning after Novenber 15, 2007. Adoption of this statenment did not
have a material inmpact on our results of operations or financial position.
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Note 2: Inventories

Inventories, consisting of materials, |abor and overhead at Decenber 31
were conprised of the foll ow ng

2008 2007
Fi ni shed goods $ 1,898,100 $ 2,178,000
Raw Materi al s 1, 241, 300 1, 284, 200
I nventory reserve for obsol escence (384, 900) (407, 700)

$ 2,754,500 $ 3,054,500

Note 3: Property, Plant and Equi pnent

Property, plant and equi pnment at Decenber 31 were conprised of the
fol | owi ng:

2008 2007

Land $ 1,091, 500 $ 1,091, 500
Bui | di ngs 16, 394, 300 16, 308, 900
Producti on equi prment 6, 027, 200 6, 023, 000
Ofice furniture and equi prment 1, 636, 400 1, 634, 800
Q her 34, 200 240, 600

25, 183, 600 25, 298, 800
Less accumul at ed depreci ati on (13,101, 700) (12, 674, 800)

$ 12,081, 900 $ 12,624, 000

Depreciation expense for the years ended Decenber 31, 2008 and 2007
was $556, 000 and $599, 100, respectively.

Not e 4: Debt

W have a termloan agreenent in the original anobunt of $5,156,600 wth
a comercial bank. The |oan agreement with our bank contains affirmative and
negative covenants, including the requirenment for maintaining a current ratio
of at least 1:1 and a ratio of consolidated |ong-term debt to consolidated
net worth of not nore than 1:1 and limts the payment of dividends on comon
st ock.

Long-term debt at Decenber 31 is presented bel ow

2008 2007

First nortgage |oan, secured by |and and

buil di ngs due June 28, 2021, principa

and interest of $41,900 payable nonthly,

the interest rate is based on prime rate

as published in the Wall Street Journal

and is adjusted annually in June. The

interest rate on this |oan at

Decenber 31, 2008 was 5.00% $ 4,644,900 $ 4,876,500
Less current maturities 273, 600 204, 900
Long-t er m debt $ 4,371,300 $ 4,671, 600

Maturities of long-termdebt for the years 2009 through 2013 are
$273, 600, $287,800, $302, 700, $317,800, and $334, 900.

On Novenber 3, 2008, effective as of COctober 31, 2008, we entered into
a financing agreement wth an “asset-based” Ilender for the purpose of
i nproving working capital. An anendnment to this agreenent was executed
March 12, 2009 extending the initial anniversary date to March 12, 2010. The
agreenment provides for up to $1,200,000 and is secured primarily by accounts
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recei vabl e, inventory, any lease in which we are a lessor, all investnent
property and guarantees by our active subsidiaries. Under the financing
agreenment, the lender will make loans at our request and in the lender’s
di scretion (a) based on purchases of our Accounts by the lender, wth
recourse against us and an advance rate of 70% (or such other percentage
determned by the lender in its discretion), and (b) based on Acceptable
Inventory not to exceed certain amounts, including an aggregate maxi num of
$250, 000. The term of the agreement is one year, renewable for additional
one-year terms unless either party provides witten notice of non-renewal at
| east 60 days prior to the end of the current financing period. Advances
under the agreement bear interest at a rate of 1% over the prime rate (as
published in the Wall Street Journal) for the accounts receivable portion of
the advances and 3% over the prime rate for the inventory portion of the
borr owi ngs. The prime rate (3.25% as of Decenber 31, 2008) adjusts wth
changes to the rate. In addition there are collateral managenment fees of
0.28% for each 10-day period that an advance on an accounts receivable
invoice remains outstanding and a 1.35% collateral nmanagenent fee on the
average nmonthly loan outstanding on the inventory portion of any advance.
The agreenent provides that no change in control concerning us or any of our
active subsidiaries shall occur except with the prior witten consent of the
| ender. Events of default include, but are not limted to, the failure to
make a paynent when due or a default occurring on any indebtedness of ours.
See Note 1(f) regarding the accounting treatnment of funds obtained under this
agr eenent .

Note 5: I ncone Taxes

The provision for inconme tax for the years ended Decenmber 31 is as
fol | ows:

2008 2007
Current provision (benefit):
Feder al $ - $ -
State - -
Total current provision (benefit) - -
Def erred provision (benefit):
Feder al (539, 000) (373, 500)
State (47,000) (32, 200)
Val uati on al |l owance 586, 000 405, 700
Total deferred provision (benefit) - -
Provi sion (benefit):
Feder al - -
State - -
Total provision (benefit) $ - $ -
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I ncome tax expense (benefit) at the statutory tax rate is reconciled to
the overall incone tax expense (benefit) as follows:

2008 2007
Federal incone tax at statutory rates $ (509,000) $ (445,700)
State i ncome taxes, net of

federal tax effect (45, 700) (40, 100)
Change in unrecogni zed benefit (42, 000) 77,500
Q her 10, 700 2, 600

Tot al (586, 000) (405, 700)
Change in valuation all owance 586, 000 405, 700
Provision for incone taxes $ - $ -

Deferred incone taxes are based on estimated future tax effects of
differences between the carrying anmounts of assets and liabilities for
financial reporting purposes and the amount used for incone tax purposes
given the provision of enacted tax |aws. The net deferred tax assets and
liabilities as of Decenber 31, 2008 and 2007 are conprised of the follow ng:

2008 2007
Deferred tax assets:
Net operating |oss carryforwards $ 3,338,500 $ 2,797,500
Tax credit and other carryforwards 208, 500 193, 600
Trade receivabl es 22,100 23, 300
I nventories 123, 900 132, 300
Accrued vacati on 237,900 247, 400
Q her 13, 800 6, 700
Total deferred tax assets 3,944, 700 3, 400, 800
Deferred tax liability:
Accel erated depreciation for
t ax purposes (906, 900) (949, 000)
Total deferred tax liabilities (906, 900) (949, 000)
Net deferred tax asset, before all owance 3,037, 800 2,451, 800
Val uati on al | onance (3,037,800) (2,451, 800)
Net deferred tax asset $ - $ -

At Decenber 31, 2008, we had federal net operating |oss carryforwards
of approximately $8,480,000 and federal tax credit carryforwards related to
research and devel opnent efforts of approximtely $208,000, both of which
expire over a period ending in 2028. State tax loss carryforwards at
Decenber 31, 2008 are approximately $14, 900,000 expiring over a period ending
in 2028.

A valuation allowance was established due mainly to the uncertainty
relating to the future utilization of net operating |oss carryforwards. The
valuation allowance was further increased by $586,000 and $405, 700 for 2008
and 2007, respectively, primarily related to uncertainty as to realization of
our operating losses and tax credits for these years. The armount of the
deferred tax assets considered realizable could be adjusted in the future
based upon changes in circunstances that result in a change in our assessnent
of our ability to realize those deferred tax assets through the generation of
taxabl e i ncome or other tax events.

On January 1, 2007, we adopted the provisions of FASB Interpretation
No. 48 (“FIN 48") *“Accounting for Uncertainty in Incone Taxes, an
interpretation of FASB Statement No. 109, Accounting for I|nconme Taxes”. FI'N
48 prescribes a recognition threshold and neasurement attribute for the
financial statenent recognition and measurement of a tax position taken or
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expected to be taken in a tax return. It requires that we recognize in our
consol i dated financial statements, only those tax positions that are “nore-
i kely-than-not” of being sustained as of the adoption date, based on the

technical mnerits of the position. As a result of the inplenmentation of
FIN 48, we perform each year a conprehensive review of our material tax
positions in accordance wth recognition and neasurenent st andar ds

est abl i shed by FI N 48.

As a result of this review, we identified certain deferred tax assets
that need to be adjusted. As of January 1, 2007, the date of adoption of
FIN 48, our uncertain tax benefits totaled approximtely $295, 200. As of
Decenmber 31, 2008 and Decenber 31, 2007, this amunt had reduced to
approxi matel y $95, 900 and $209, 200, respectively.

Bal ance at January 1, 2008 $ 209, 200
Addi ti ons based on tax positions rel ated

to current year -
Additions for tax positions of prior years -
Reductions for tax positions of prior years (113, 300)
Bal ance at Decenber 31, 2008 $ 95,900

Due to our net operating loss position and valuation allowance agai nst
our net deferred tax assets, the recognition of the unrecognized tax benefits
detail ed above would not affect our effective tax rate. W do not expect
that the amount of unrecogni zed benefits will change significantly within the
next 12 nont hs.

Qur policy is to recognize interest and penalties related to uncertain
tax benefits in incone tax expense. As a result of our net operating |oss
carryforward position, we have no accrued interest or penalties related to
uncertain tax positions as of January 1, 2007, Decenber 31, 2007, or
Decenber 31, 2008.

We and our subsidiaries are subject to the following material taxing
jurisdictions: U S. federal and Col orado. The tax years that remain open to
exam nation by the U S. Internal Revenue Service are years 2005 through 2008.
The tax years that remain open to examination by the state of Colorado are
years 2004 through 2008.

However, due to net operating loss carryforwards from prior periods
the Internal Revenue Service could potentially review the | osses related to
years back to 2000.
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Note 6: Sharehol ders' Equity

In 1997, an incentive stock option plan was adopted for our enployees.
This plan expired on Novenber 7, 2007. Accordingly no shares are available
for the grant of options under that plan. In 1998 and 2005, stock option
pl ans for our enployees, officers and directors were adopted. The 1998 pl an
expired on Novenber 27, 2008. Accordingly no shares are available for the
grant of options under that plan. All of the plans permitted us to grant
options up to an aggregate of 2,900,000 shares of common stock. Options are
granted at not less than fair market value of the stock on the date of grant
and are exercisable for up to ten years from the grant date. Al'l options
granted through 2006 have been vested on the date of grant. The options
granted in 2007 and 2008 are vested each nonth over a four-year period or
upon a change in control

1997 Pl an 1998 Pl an 2005 Pl an
Aver age Aver age Aver age
Option Option Option
Nunber Price Nunber Price Nunber Price
of Per of Per of Per
Shar es Shar e Shar es Shar e Shar es Shar e
Maxi mum nunber
of shares under
t he pl ans 300, 000 1, 100, 000 1, 500, 000
Qut st andi ng,

Decenber 31, 2006 53, 000 $0. 54 980, 100 $0. 67 513, 000 $0. 59
Granted in 2007 287, 750 0. 82 167, 900 0. 83 86, 900 0.82
Exerci sed - - - - - -
Cancel | ed/ Expi red (53, 000) 0. 57 (79, 500) 0. 66 (14, 000) 0.54

Qut st andi ng,

Decenber 31, 2007 287, 750 $0.81 1, 068, 500 $0. 70 585, 900 $0. 62
Granted in 2008 - 139, 000 0. 55 311, 750 0.17
Exer ci sed - (20, 000) 0. 46 -

Cancel | ed/ Expi red (30, 250) 0.81 (474, 000) 0.59 (6, 000) 0.54
Qut st andi ng,
Decenber 31, 2008 257, 500 $0. 81 713, 500 $0. 74 891, 650 $0. 46
Avai l abl e for issuance,
Decenber 31, 2008 - - 608, 350

A summary of additional information related to the options outstandi ng
as of Decenber 31, 2008 is as follows:

Opti ons CQut st andi ng and Exerci sabl e
Wi ght ed Aver age

Nunber Remai ni ng Exer ci se

Range of Exercise Prices Qut st andi ng Contractual Life Price
$ 0.17 --- $ 0.96 1, 844, 250 2.76 years $0. 61

$ 1.06 18, 400 2.92 years $1. 06

Tot al 1, 862, 650 2.76 years $0. 62

Subsequent to year-end, on February 26, 2009, 90,000 five-year options
were granted to Directors, Oficers, and enployees at $0.17 per share. These
options will vest over four years or upon a change in control

W& have an Enpl oyee Stock Omership Plan (“Plan”) to provide retirenent
benefits for our enployees. The Plan is designed to invest primarily in our
common stock and is non-contributory on the part of our enployees.
Contributions to the Plan are discretionary as determned by our Board of
Directors. W expense the cost of contributions to the Plan which amounted to
$25,400 (100,000 shares) in 2008, and $35,600 (42,000 shares) in 2007. In
2008 and 2007, from authorized and uni ssued shares, we issued and contributed
100, 000 and 42,000 shares respectively of our common stock to the Pl an
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Note 7: Earnings per Share

W& present basic and diluted earnings or |loss per share in accordance
with SFAS No. 128 "Earnings per Share" which establishes standards for

computing and presenting basic and diluted earnings per share. Per share
data is determined by using the weighted average nunber of comon shares
out st andi ng. Common equi val ent shares are considered only for diluted

ear ni ngs per share, unless considered anti-dilutive (as in the years 2008 and
2007). Common equival ent shares, determ ned using the treasury stock nethod
result from stock options with exercise prices that are below the average
mar ket price of the common stock. A reconciliation of the weighted average
nunber of common shares outstanding is as foll ows:

2008 2007

Common shar es out st andi ng,

begi nni ng of the year 10, 575, 000 10, 533, 000
Common stock issued to ESCP 100, 000 42,000
St ock options exercised 20, 000 -
Common shar es out st andi ng,

end of year 10, 695, 000 10, 575, 000
Wei ght ed average nunber of

common shares out st andi ng 10, 621, 300 10, 543, 400
Common share equi val ents - -

Di | uted wei ghted average numnber

of common shares out st andi ng 10, 621, 300 10, 543, 400

We have aut horized 20, 000,000 shares of preferred stock issuable in one
or nore series, none  of which is issued or outstanding as of
Decenber 31, 2008.

Stock options outstanding which have been excluded from diluted shares
outstanding due to their antidilutive effect totaled 1,862,650 at
Decenber 31, 2008 and 1,942,150 at Decenber 31, 2007.

Note 8: Segment | nformation

We operate in two different segments: household products and skin care
products. Qur products are sold nationally and internationally (primrily
Canada), directly and through independent brokers, to mass nerchandisers,
drug stores, supermarkets, wholesale distributors and other retail outlets.
Managenent has chosen to organi ze our business around these segnments based on
differences in the products sold. The household products segnent includes
“Scott’s Liquid Gold” for wood, a wood cl eaner which preserves as it cleans,
Mold Control 500, a nold renediation product, and “Touch of Scent” room air
fresheners. The skin care segnent includes “Al pha Hydrox,” al pha hydroxy acid
cleansers and lotions; a retinol product; “Diabetic Skin Care”, a healing
cream and noisturizer devel oped to address skin conditions of diabetics; and
beauty <care sachets of Mntagne Jeunesse and certain other products
di stributed by us.
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Accounting policies for our segnents are the sane as those described in

Note 1, *“Summary of Significant Accounting Policies.” Qur  Managenent
eval uates segment performance based on segnent income or |oss before profit
sharing, bonuses, incone taxes and nonrecurring gains and |osses. The

followi ng provides information on our segnents as of and for the years ended
Decenber 31:

2008 2007
Househol d Skin Care Househol d Skin Care
Pr oduct s Pr oduct s Pr oduct s Pr oduct s
Net sales to
ext er nal
cust oners $ 7,294,100 $ 8,617,700 $ 8,051,700 $ 9, 866, 800

I ncome (I oss)

before profit

sharing, bonuses

and income taxes $ (411,900) $(1,085,100) $ 288,500 $(1,599, 300)
I dentifiable

assets $ 2,968,900 $ 4,558,200 $ 2,974,900 $ 5,646,200

The following is a reconciliation of segnent information to consolidated
i nformation:

2008 2007

Net sales to external custoners $15, 911, 800 $17, 918, 500
Loss before profit sharing,

bonuses and i ncone taxes $(1, 497, 000) $(1, 310, 800)
Consol i dated | oss before

i ncome t axes $(1, 497, 000) $(1, 310, 800)
| dentifiable assets $ 7,527,100 $ 8,621, 100
Cor porate assets 8, 965, 800 9, 922, 000
Consol i dated total assets $16, 492, 900 $18, 543, 100

Cor porate assets noted above are conprised primarily of our cash and
i nvestments, and property and equi pnment not directly associated with the
manuf act uri ng, warehousi ng, shipping and receiving activities

We attribute our net sales to different geographic areas based on the

| ocation of the custoner. Al of our long-lived assets are located in the
United States. For the year ended Decenber 31, revenues for each
geogr aphi cal area are as foll ows:

2008 2007
United States $15, 834, 300 $17, 801, 700
Forei gn countries 77,500 116, 800
Total net sales $15, 911, 800 $17, 918, 500

In 2008 and 2007, one custoner accounted for approxinmately $5,250,000
and $6, 750, 000, respectively, of consolidated net sales. Both segments sell
to this custonmer. This customer is not related to us. The outstanding trade
receivable from this same custonmer accounted for 24.4% and 22.6% of total
trade receivables at Decenmber 31, 2008 and 2007, respectively. A loss of
this customer could have a material adverse effect on us because it is
uncertain whether our consuner base served by this custoner would purchase
our products at other retail outlets. No |ong-term contracts exist between
us and this customer or any other custoner.
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Note 9: Retirenent Pl ans

We have a 401(k) Profit Sharing Plan ("401(k) Plan") covering our full-
time enpl oyees who have conpleted four months of service as defined in the
401(k) Plan, and are age 18 or ol der. Participants rmay defer up to 75% of
their conpensation up to the maxinum limt determned by |aw W may nake
di scretionary "matching" contributions up to a maximm of 6% of each
participant's conpensation, but only for those enpl oyees earning no nore than
$35, 000 annual ly. Additionally, we can make discretionary "profit sharing"
contributions to eligible enployees. Participants are always fully vested in
their contributions, matching contributions and allocated earnings thereon.
Vesting in our profit sharing contribution is based on years of service, wth
a participant fully vested after five years. Qur Company mat ching
contributions totaled $4,700 and $6,500, in 2008 and 2007, respectively. W
have nmade no discretionary profit sharing contributions in 2008 and 2007.

Note 10. Commitnents and Conti ngenci es

W& have entered into various operating |ease agreenents, primarily for
of fice equipnent. Annual rental expense under these |eases totaled $97, 500
and $100, 200, in 2008 and 2007, respectively. M ninmum annual rental paynents
under noncancel | abl e operating | eases are approxi mately $82,900, $54, 700, and
$25,400 for the years ending Decenber 31, 2009, 2010, and 2011, respectively.

Wayne Taylor, et al. v. The Sherwin-WIlians Conpanies, et al

The Conpany was served with a conplaint February 25, 2009, naming it as
a defendant in this personal injury action filed in the Superior Court of New
Jersey, Canden County. Plaintiffs Wayne Taylor and Leslie Taylor, his wife,
claim that M. Taylor has contracted Acute Mel ogenous Leukemia (AM.) as a
result of work related exposure to benzene and that the Conpany is one of a
m ni mum 15 co-defendant product manufacturers which used benzene in products
sold to M. Taylor or his enployers and used by M. Taylor in his work.
Plaintiffs allege exposure to defendants' products containing benzene and
that the exposure caused personal injuries, including AM. Fifty "John Doe"
corporations are asserted to be simlarly Iiable. Cains are asserted
against all defendants for negligence, breach of warranty, consumer fraud
intentional tort and | oss of consortium

The extent of the defense and indemity obligations of its product
l[iability insurers is to be determined and is uncertain at this tine. The
Company has submitted the claim to its product Iliability insurers and
believes that insurers wll assume the defense of the claim and retain
counsel accordingly. The Conpany believes that M. Taylor was not exposed to
benzene as the result of use of the Conpany's products and intends to
vi gorously defend the action.

Note 11. Transactions with Rel ated Parties

In 2001, we commenced purchases of the skin care sachets from Mntagne
Jeunesse under a distributorship agreenent covering the United States.
Mont agne Jeunesse is the sole supplier of that product. Sal es of these
products represent a significant source of our revenues. On May 4, 2005, our
whol | y- owned subsidiary, Neoteric Cosnetics, Inc. (“Neoteric”), entered into
a new distribution agreenment wth Mntagne Jeunesse International Ltd
(“Montagne Jeunesse”) covering our distribution of Mntagne Jeunesse

products. It replaces a distribution agreement in effect since 2000. 1In the
new agreemnent, Mont agne Jeunesse appoints Neoteric as its exclusive
distributor to market and distribute Montagne Jeunesse products in the United
States of America. The appointment had an initial term of 18 nonths,
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commenci ng May 3, 2005, and continues in force until term nated by either
party by giving to the other party no less than three nonths’ notice in
witing of a term nation. The principal and controlling owner of Montagne
Jeunesse is the managing director and sole owner of Atchinson Investnents,
Ltd., which owned, to our know edge, in 2005 nore than 5% of our outstanding
common stock; to the best of our know edge, at February 28, 2009, he owned
beneficially I ess than 5.0% of our outstandi ng conmon st ock

We adopted a bonus plan for our executive officers for 2008 and 2007
The plan provided that an anmount would be distributed to our executive
officers equal to 10% of the annual before tax profit exceeding $1, 000, 000
excluding itenms that are infrequent, unusual, or extraordinary. In 2008 and
2007, no bonuses were accrued or paid due to net | osses. We will consider
the adoption of substantially the sane plan for our executive officers in
2009.

Note 12. Valuation and Qualifying Accounts (in thousands)

Bal ance at Addi ti ons Bal ance
begi nning of charged to at end
year expense Deduct i ons of year
Year ended Decenber 31, 2007
Returns and al | owances,
mar ket devel opnent
support and doubt f ul
accounts reserve $ 711, 000 3,508,600 3,461,000 $ 758,600
Year ended Decenber 31, 2008
Returns and al | owances,
mar ket devel opnent
support and doubt f ul
accounts reserve $ 758, 600 2,096,900 2,195,700 $ 659,800
[tem 9. Changes in and Di sagreenments with Accountants on Accounting and

Fi nanci al Di scl osure.
None.
Item 9A(T). Controls and Procedures.
Di scl osure Controls and Procedures

As of Decenber 31, 2008, we conducted an evaluation, under the
supervision and with the participation of the Chief Executive Oficer and
Chief Financial Oficer, of the effectiveness of the design and operation of
our disclosure controls and procedures. Based on that evaluation, the Chief
Executive O ficer and Chief Financial Oficer concluded that our disclosure
controls and procedures are effective as of Decenber 31, 2008.

Managenent’s Report on Internal Control over Financial Reporting

Management is responsible for establishing and nmaintaining adequate
internal control over financial reporting. A conpany'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 statenents for external purposes in accordance wth generally
accepted accounting principles. Because of its inherent limtations, interna
control over financial reporting may not prevent or detect m sstatenents.
Al so, projections of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because of changes in
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conditions, or that the degree of conpliance with the policies or procedures
may deteriorate.

Managenent, including the Chief Executive Oficer and Chief Financial
O ficer, has conducted an evaluation of the effectiveness of the Conpany’s
internal control over financial reporting as of Decenber 31, 2008, based on
the criteria for effective internal control described in Internal Control —
Integrated Framework issued by the Committee of Sponsoring O ganizations of
the Treadway Commi ssion. Based on its assessnment, managenent concluded that
the Conpany’s internal control over financial reporting was effective as of
Decenber 31, 2008.

This Annual Report does not include an attestation report of the
Company’s registered public accounting firm regarding internal control over
financial reporting. Managenent’s report was not subject to attestation by
the Conpany’s registered public accounting firm pursuant to temporary rules
of the SEC that permt the Company to provide only managenent’s report in
this Annual Report.

This 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 Conmpany, whether nmade before or after the date hereof,
regardl ess of any general incorporation |anguage in such filing.

Changes in Internal Control over Financial Reporting

There was no change in our internal control over financial reporting
during the quarter ended Decenber 31, 2008 that has materially affected, or
is reasonably likely to materially affect, our internal control over
financial reporting.

Item 9B. G her Information.

The initial term of the financing agreement wth Sunmt Financi al
Resources was extended in March 2009 from Novenber 2009 to March 12, 2010.
See Note 4 to the consolidated financial statenents in Item8 of this Report.

PART 111

For Part 111, except Item 15, Exhibits, Financial Statenent Schedul es,
the information set forth in our definitive Proxy Statenent for our Annual
Meeting of Shareholders to be held in My, 2009, hereby is incorporated by
reference into this Report.

Item 10. Directors, Executive Oficers and Corporate Governance.

[tem 11. Executi ve Conpensati on.

[tem 12. Security Omership of Certain Beneficial Omers and Managenent
and Rel ated Stockhol der Matters.

I[tem 13. Certain Rel ati onshi ps and Rel ated Transactions, and Director
I ndependence.

Item 14. Princi pal Accounting Fees and Servi ces.
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Item 15. Exhi bits, Financial Statenent Schedul es.
Consol i dat ed Fi nanci al Statenents:

Report of Independent Regi stered Public Accounting Firm

Consol i dated Statements of Operations for the years ended Decenber 31
2008 and 2007

Consol i dat ed Bal ance Sheets as of Decenber 31, 2008 and 2007

Consol i dated Statements of Sharehol ders’ Equity and Conprehensive
Income (Loss) for the years ended Decenber 31, 2008 and 2007

Consol i dated Statements of Cash Flows for the years ended Decenber 31
2008 and 2007

Notes to Consolidated Financial Statenents
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Exhi bits

Exhi bi t
Nunber
3.1

3.2

4.2

4.3

4.4

10. 1*

10. 2

10. 3*

Docunent
Restated Articles of Incorporation, as anmended 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 Decenber 31, 2007.
Byl aws, as anended through February 27, 1996, incorporated by
reference to Exhibit 3.2 of our Annual Report on Form 10-K for the
year ended Decenber 31, 2004.
Change in Terms Agreenent with G tyw de Banks, dated June 28, 2006,
between us and Cityw de Banks, incorporated by reference to Exhibit
10.1 of our Current Report on Form8-K filed on June 30, 2006.
Busi ness Loan Agreenent, dated June 28, 2006, between us and Cityw de
Banks, incorporated by reference to Exhibit 10.2 of our Current
Report on Form 8-K filed on June 30, 2006.
Addendum to Loan Documents, dated June 28, 2006, incorporated by
reference to Exhibit 10.3 of our Current Report on Form 8-K filed on
June 30, 2006.
Prom ssory Note dated June 7, 2006 by us to Cityw de Banks; Deed of
Trust dated June 7, 2006 ampbng us, G tyw de Banks and the Public
Trustee of the Gty and County of Denver, Colorado; Assignnent of
Rents dated June 7, 2006 between us and G tyw de Banks; letter
agreement dated June 7, 2006 regardi ng the change in the amount under
the existing bank line of credit with G tyw de Banks, incorporated by
reference to Exhibit 10.0 of our Current Report on Form 8-K filed on
June 12, 2006.
Scott's Liquid Gold-Inc. Health and Accident Plan, Plan Document and
Summary Pl an Description Amended and Restated Effective Cctober 1,
2003 incorporated by reference to Exhibit 10.1 of our Annual Report
on Form 10-K for the year ended Decenber 31, 2004.
Scott's Liquid Gold & Affiliated Conpanies Enployee Benefit Health
And Welfare Plan Anmendnment #1-2004 incorporated by reference to
Exhi bit 10.2 of our Annual Report on Form 10-K for the year ended
Decenber 31, 2004.

I ndemmi fication Agreement dated May 6, 1987, between the Registrant
and Mark E. Coldstein; Indemification Agreenent dated Decenber 23,
1991, between the Registrant and Dennis H Field; Amrendnment to
Indemmi fication Agreenment dated January 17, 1992, between the
Regi strant and Dennis H Field; Indemification Agreenment, dated July
12, 2000, between the Registrant and Jeffrey R Hi nkl e;
I ndemmi fication Agreenment, dated August 16, 2000, between the
Registrant and Carl A Bellini; Indemification Agreenment, dated
Novenber 2, 2000, between the Registrant and Jeffry B. Johnson;
Indemmi fication Agreenent, dated Novenber 20, 2002 between the
Regi strant and Dennis P. Passantino; |Indemification Agreenent, dated
January 26, 2004 between the Registrant and Gerald J. Laber,
i ncorporated by reference to Exhibit 10.4 of our Annual Report on
Form 10-K for the year ended Decenber 31, 2003; and Indemification
Agreenent, dated February 24, 2009 between the Registrant and Brian
L. Boberick, incorporated by reference to Exhibit 10.1 of our current
report on Form8-K filed February 27, 2009.
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Exhi bi t
Nunber
10.

10.

10.

10.

10.

10.

10.

10.

10.

10.

10.

10.

10.

4

5*

6*

7*

8*

10

11

12

13

14

15

16

Document

Agreenent dated as of May 3, 2005 between Mntagne Jeunesse
International Ltd. and Neoteric Cosnetics, Inc., incorporated by
reference to Exhibit 10.2 of our Quarterly Report on Form 10-Q for
the quarter ended March 31, 2005.

Scott's Liquid Cold-lInc. Enployee Stock Omership Plan and Trust
Agreenent, Amended and Restated Effective January 1, 2001; and Second
Amendnent to Scott’s Liquid Gold-Inc. Enployee Stock Oanership Plan,
effective as of January 1, 2003, incorporated by reference to Exhibit
10.6 of our annual Report on Form 10-K for the year ended Decenber
31, 2003.

Third Amendnent to Scott’s Liquid Gold-Inc. Enployee Stock Oanership
Pl an, effective March 28, 2005, incorporated by reference to Exhibit
10.1 of our Quarterly Report on Form 10-Q for the quarter ended
March 31, 2005.

Scott's Liquid Gold-lnc. 1998 Stock Option Plan, incorporated by
reference to Exhibit 4.3 of our Registration Statenent No. 333-51710,
filed with the Conm ssion on Decenber 12, 2000.

2005 Stock Incentive Plan, as anended, incorporated by reference to
Exhibit 4 of our Registration Statenment No. 333-156191, filed with
t he Conmi ssi on on Decenber 16, 2008.

Product Devel opnent, Production and Marketing Agreenent w th Mdec,
Inc. dated April 4, 2006, incorporated by reference to Exhibit 10.1
of our Quarterly Report on Form 10-Q for the quarter ended June 30,
2006.

Amendnent to Mbddec Agreenent dated Novenber 9, 2007, incorporated by
reference to Exhibit 10.12 of our Annual Report on Form 10-KSB for
t he year ended Decenber 31, 2007.

Form of 1997 Stock Option Plan Incentive Stock Option Agreement,
i ncorporated by reference to Exhibit 10.2 of our Quarterly Report on
Form 10- Q@SB for the quarter ended March 31, 2007.

Form of 1998 Stock Option Plan Incentive Stock Option Agreenent,
i ncorporated by reference to Exhibit 10.3 of our Quarterly Report on
Form 10- @SB for the quarter ended March 31, 2007.

Form of 2005 Stock Option Plan Incentive Stock Option Agreenent,
i ncorporated by reference to Exhibit 10.4 of our Quarterly Report on
Form 10- @SB for the quarter ended March 31, 2007.

Form of 1998 Stock Option Plan Nonqualified Stock Option Agreenent,
i ncorporated by reference to Exhibit 10.5 of our Quarterly Report on
Form 10- @SB for the quarter ended March 31, 2007.

Form of 2005 Stock Incentive Plan Nonqualified Stock Option
Agreenent, incorporated by reference to Exhibit 10.6 of our Quarterly
Report on Form 10-QSB for the quarter ended March 31, 2007.

Fi nanci ng Agreenment and Addendum to Fi nancing Agreenent, both dated
October 31, 2008, between Sunmit Financial Resources, L.P. and the
Conmpany, incorporated by reference to Exhibit 10.1 of the Conpany’s
Current Report on Form 8-K filed with the Comm ssion on Novenber 4,
2008.
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Exhi bi t
Nunber
10. 17

10. 18
21

23
24
31.1
31.2
32.1

Docunent
Quar ant ees, dated Cctober 31, 2008, by SLG Plastics, Inc. Advertising
Promotions Incorporated, Colorado Product Concepts, Inc., Neoteric
Cosnetics, Inc., and SLG Chemicals, Inc., incorporated by reference

to Exhibit 10.2 of the Conpany’s Current Report on Form 8-K filed
with the Conmi ssion on Novenber 4, 2008.

First Amendnent to Financing Agreenment dated March 12, 2009 between
Sunmmit Fi nanci al Resources, L.P. and the Conpany.

Li st of Subsidiaries, incorporated by reference to Exhibit 21 in our
Annual Report of Form 10-KSB for the year ended Decenber 31, 2007.

Consent of Ehrhardt, Keefe, Steiner & Hottman PC

Powers of Attorney.

Rul e 13a-14(a) Certification of the Chief Executive Oficer.
Rul e 13a-14(a) Certification of the Chief Financial Oficer.
Section 1350 Certification.

*Managenment contract or conpensatory plan or arrangenent
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regi strant

In accordance with Section
caused this report

SI GNATURES

t hereunto duly authorized.

13 or

15(d) of
to be signed on its behalf by the undersigned,

the Exchange Act, the

SCOIT' S LI QUID GOLD- I NC. ,
a Col orado corporation

By: /s/ Mark E. Goldstein

Mark E. Col dstein,

Presi dent and Chi ef

Executive O ficer

Princi pal Executive Oficer
By: /s/ Brian L. Boberick,
Brian L. Boberick, Treasurer and
Chi ef Financial Oficer
Princi pal Financial Oficer and
Princi pal Accounting Oficer
Dat e: March 16, 2009
Pursuant to the requirements of the Securities Exchange Act of 1934,
this report has been signed below by the follow ng persons on behalf of the
registrant and in the capacities and on the dates indicated.
Dat e Nane and Title Si gnature
March 16, 2009 Mark E. ol dstein, )
Director, )
Presi dent and Chi ef )
Executive Oficer )
)
March 16, 2009 Jeffrey R Hinkle, )
Director, )
) /s/ Mark E. Coldstein
March 16, 2009 Denni s P. Passantino, ) Mark E. Coldstein, for hinself
Director ) and as Attorney-in-Fact for the
) naned directors who together
March 16, 2009 Carl A Bellini, ) constitute all of the nenbers
Director ) of the Board of Directors and
) for the named O ficers
March 16, 2009 Dennis H Field, )
Director )
)
March 16, 2009 Jeffry B. Johnson, )
Director )
March 16, 2009 Cerald J. Laber, )
Director )
)
March 16, 2009 Brian L. Boberi ck, )
Treasurer and Chi ef )
Fi nancial Oficer )
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Plant and Executive Offices
Scott’s Liquid Gold-Inc.
4880 Havana Street
Denver, Colorado 80239
Telephone 303-373-4860

Stock Transfer Agent
Wells Fargo Bank N.A., Stock Transfer
161 N. Concord Exchange
South St. Paul, Minnesota 55075-1139

Directors and Officers

Mark E. Goldstein Chairman of the Board, President,
Chief Executive Officer, and Director

Jeffrey R. Hinkle Vice President — Marketing and Sales,
and Director

Dennis P. Passantino Vice President — Operations,
Corporate Secretary, and Director

Jeffrey B. Johnson Independent Consultant, and Director
Carl A. Bellini Independent Businessman, and Director
Dennis H. Field Independent Consultant, and Director
Gerald J. Laber Independent Consultant, and Director

Product Web Sites

http://www.scottsliguidgold.com
http://www.neotericcosmetics.com
http://www.alphahydrox.com
http://www.touchofscent.com
http://www.neotericdiabetic.com
http://www.moldcontrol500.com

Investor / Stock Information

http://www.businesswire.com/cnn/slgd.htm

SCOTT’S LIQUID GOLD-INC.
4880 Havana Street
Denver, Colorado 80239





