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In August (2025) we provided an allocation increase and corresponding update on Sonoma, and much of 

that update and our associated enthusiasm dealt with some new business the Company has added recently, 

including a new product collaboration with WellSpring Pharmaceutical Corporation’s A+D Ointment 

brand, which is an antimicrobial hydrogel spray for diaper rash.  To refresh, WellSpring distributes and/or 

owns several well-known brands, including Bactine®, Bonine®, A+D (ointment) and others. Specifically, 

A+D is an 80+-year-old brand, which today we believe includes (now) 8 different products addressing both 

infant and adult conditions. Industry estimates suggest that A+D is among the top 5 diaper rash creams that 

collectively control 75% of the roughly $2 billion diaper rash cream market.  Obviously, WellSpring has 

well established distribution relationships with large retailers including Walmart, as well as products with 

both brand recognition and brand loyalty.  The new A+D hydrogel with “Microcyn inside”, is now available 

at Walmart and other large retailers, which we believe contributed to the Company’s comparative 2QF26 

(ended September 30, 2025) revenue expansion.  

 

Specifically, for 2QF26, the Company posted revenues of $5.6 million versus 2QF25 revenues of $3.6 

million, and that compared to our 2QF26 revenue estimate of $4.6 million.  Operating losses for the two 

comparative quarters reflected an improvement from 2QF25 of $807,000 to $337,000 for 2QF26.  Also, 

that compared to our estimate of a loss of $290,000 for 2QF26. Generally, we would have expected a bit 

better operating results given the considerable revenue bump, but 2QF26 included some increases in 

Research and Development, which they noted was “primarily due to increased product development to 

support new product releases”. It also included higher SG&A expenses which they attributed to “ongoing 

efforts to generate increased revenues across all geographic regions”.  As we note below, we are still 

wrestling a bit with the margins around the new distributor relationships. This brings us to a handful of 

salient points.  

 

In our previous update and allocation increase (08/26/25), we touched on two new product introductions, 

that given the 2QF26 results, look to us like they are beginning to gather sales momentum.  The first of 

these which we alluded to above, was the A+D antimicrobial hydrogel spray, which given the revenue 

bump, we assume impacted 2QF26 directly.  The second of these was/is an agreement with Medline, 

wherein Medline would be distributing Sonoma’s application for intraoperative pulse lavage irrigation 

treatment, which can replace commonly used IV bags in a variety of surgical procedures”.  Recall, Medline 

is “the nation's largest privately held manufacturer and distributor of medical supplies providing products, 

education, clinical programs and services across the continuum of care with operations in over 125 

countries and territories”. Medline sells products/supplies into nearly every hospital in the U.S.  

 

To also reiterate, Sonoma’s initially launched its intraoperative pulse lavage irrigation treatment in Europe 

in mid-2023, and they followed that with an announcement in Mid-2024 regarding a similar distribution 

arrangement with a large U.S. distributor, which turned out to be Medline. In our discussions with 

management, we learned that these types of launches (those into hospitals in both Europe and the U.S.)  

require substantial time to get from initiation to commercial sales, for a variety of reasons that are not 

difficult to imagine. We always assumed that was the case, but it appears that “normal” timeline looks more 

like 24 months than a few months.  Given that metric, again, we think the numbers may be validating some 

of that and may provide some constructive information around what that may portend for future quarters.  

 

Specifically, the 2QF26 filing included the flowing product mix table, which the Company provides with 

all of its quarterly/yearly filings: 
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Here are some interesting data points regarding the table above.  

 

First, we believe the Q2F26 U.S. sales of $1.449 million were the highest U.S. sales the Company has 

achieved since the covid era of 2020-2021. To refresh a notion we have raised in the past, due to the frenzy 

around all things antimicrobial, we think Sonoma saw a sales bump during the pandemic because of that 

frenzy although, their filings at the time suggest that some of their sales were also muted because  some of 

their traditional sales channels were closed (doctor’s offices for instance), which specifically impacted their 

dermatology products traditionally sold through those channels. In addition, going into and through the 

pandemic, the Company was also restructuring its sales force, which ostensibly also impacted some of the 

comparative numbers. More broadly, the Company’s sales have always included some lumpiness, that we 

think has largely been a result of the limited breadth of their distribution arrangements. All of that said, the 

$1.449 million in U.S. sales for 2QF26, could certainly fit in that lumpiness box, however, given the new 

arrangement with Wellspring, which includes distribution into large retailers like Walmart, we are inclined 

to believe that it represents a new (higher) level of business, that may become more predictable provided 

the new product(s) achieve some adoption and sell through.  

 

In addition to U.S. sales, the table above also reflects a considerable bump in European sales to $2.15 

million.  Again, in retrospect, we have to go back to 2020 to find European sales in excess of that number. 

Here again, and in the context of our “lumpiness” comment, perhaps this quarter is more related to that 

phenomenon than to some new trend.  However, revisiting our assessment above regarding the Company’s 

sense that penetration of their intraoperative pulse lavage irrigation treatment into hospitals is a 24 month 

process, that would align with the launch of pulse lavage in Europe in mid-2023. To translate, that all 

suggests to us that European sales may be experiencing some pulse lavage traction, which again, if the 

product gains adoption, should provide a new level of more predictable and growing business. Further, 

since the U.S. launch with Medline was about 1 year behind Europe, our thesis is that the coming quarters 

should see contributions from pulse lavage sales into U.S hospitals as well.    

 

Lastly, revisiting the bump in 2QF26 Research and Development, expenses, which the filing noted was 

“primarily due to increased product development to support new product releases”, our expectation is that 

we may see some additional products launched in the coming quarters, and we think those could involve 

some of the new/large distributors we have noted above. If that is the case, it could result in additional 

new/additive sku’s and resulting sales.                        

 

Clearly, we view the Wellspring and Medline arrangements as potential watershed events for Sonoma, and 

we think the revenue results for 2QF26 may reflect that. We submit, we may be misreading that and the 

reality may just be the lumpiness we have grown somewhat accustomed to with Sonoma. From that 

perspective, the results of the next two or three quarters should be telling, and to be clear, we are modeling, 

and our targets are assuming, continued traction from these new arrangements, which again may or may 

not be the case.   

 

More specifically, in our experience, small companies that can achieve sustainable positive cash flow levels 

of business often see valuation expansion in conjunction with that milestone. The primary reason for that 

is it mitigates the need to continually dilute the shares to maintain working capital. In Sonoma’s case, we 

think that breakeven operating cash level is around $6 million to $6.5 million in quarterly revenue.  If these 
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new pieces of business lead to where we think they may be leading, and in the context of the 2QF26 results, 

they could get to that level a bit quicker than we previously modeled, which would further support our 

current target assessments. On the flip side, it is unclear to us how these new agreements will impact 

margins, so for now, we are assuming lower margins from these new pieces of business around the logic 

that their new partners are likely to have some pricing power here. We will look for more clarity in that 

regard as future filings provide.        

 

To summarize, we view the recent results as quite constructive, and we will look to the coming results to 

perhaps validate that view. As a result, we reiterate our allocation of 5 as well as our 12-24 month price 

target of $12.00 per share.  

 

 

Projected Operating Model 
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General Disclaimer:  

Trickle Research LLC produces and publishes independent research, due diligence and analysis for the benefit of it investor base. 

Our publications are for information purposes only. Readers should review all available information on any company mentioned in 

our reports or updates, including, but not limited to, the company’s annual report, quarterly report, press releases, as well as other 

regulatory filings. Trickle Research is not registered as a securities broker-dealer or an investment advisor either with the U.S. 

Securities and Exchange Commission or with any state securities regulatory authority. Readers should consult with their own 

independent tax, business and financial advisors with respect to any reported company. Trickle Research and/or its officers, investors 

and employees, and/or members of their families may have long/short positions in the securities mentioned in our research and 

analysis and may make purchases and/or sales for their own account of those securities.  David Lavigne does not hold a position in 

Sonoma Pharmaceuticals.  

Trickle Research co-sponsors two microcap conferences each year. Trickle Research encourages its coverage companies to present 

at those conferences and Trickle charges them a fee to do so. Companies are under no obligation to present at these conferences.  

Sonoma Pharmaceuticals has paid fees to present at Trickle co-sponsored conferences and we will encourage them to do so in the 

future.  

Reproduction of any portion of Trickle Research’s reports, updates or other publications without written permission of 

Trickle Research is prohibited.   

All rights reserved.   

Portions of this publication excerpted from company filings or other sources are noted in italics and referenced throughout the report. 

 

Rating System Overview: 

 

There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 1 

“investment unit” (for my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units or $2,500.  

Obviously, a rating of 10 would suggest that I favor the stock (at respective/current levels) more than a stock with a rating of 1.  As 

a guideline, here is a suggestion on how to use the allocation system. 

Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy.  In 

simple terms, that means you are generally best off owning a number of issues rather than just two or three.  To that point, our goal 

is to have at least 20 companies under coverage at any point in time, so let’s use that as a guideline.  Hypothetically, if you think you 

would like to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per stock (using the 

diversification approach we just mentioned, and the 20-stock coverage list we suggested and leaving some room to add to positions 

around allocation upgrades. We generally start initial coverage stocks with an allocation of 4.  Thus, at $1000 invested per stock and 

a typical starting allocation of 4, your “investment unit” would be the same $250 we used in the example above.   Thus, if we initiate 

a stock at a 4, you might consider putting $1000 into the position ($250 * 4).  If we later raise the allocation to 6, you might consider 

adding two additional units or $500 to the position.  If we then reduce the allocation from 6 to 4 you might consider selling whatever 

number of shares you purchased with 2 of the original 4 investment units.   Again, this is just a suggestion as to how you might be 

able to use the allocation system to manage your portfolio.  

For those attached to more traditional rating systems (Buy, Sell, Hold) we would submit the following guidelines. 

A Trickle rating of 1 thru 3 would best correspond to a "Hold" although we would caution that a rating in that range should 

not assume that the stock is necessarily riskier than a stock with a higher rating.  It may carry a lower rating because the 

stock is trading closer to a price target we are unwilling to raise at that point.  This by the way applies to all of our ratings.  

A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.  

A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range would 

indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will.  You will not see a lot of these. 


