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             Common Stock

We have entered into an At The Market Offering Agreement, or sales agreement, with Ascendiant Capital
Markets, LLC, or Ascendiant, relating to shares of our common stock offered by this prospectus supplement and the
accompanying prospectus. In accordance with the terms of the sales agreement, we may offer and sell shares of our
common stock having an aggregate offering price of up to $10 million from time to time through Ascendiant as our
sales agent.

We have terminated our previous sales agreement with Ascendiant entered into in November 2013 and, accordingly,
as a result of the filing of this prospectus supplement, we will no longer offer shares of our common stock under the
prospectus supplement we filed on November 14, 2013 in connection with our previous sales agreement with
Ascendiant.

Our common stock is listed on the NYSE MKT under the symbol “NBY.” The last reported sale price of our common
stock on October 15, 2014 was $0.71 per share.

Sales of our common stock, if any, under this prospectus supplement and the accompanying prospectus may be made
in sales deemed to be “at-the-market” equity offerings as defined in Rule 415 promulgated under the Securities Act of
1933, as amended, or the Securities Act, including sales made directly on or through the NYSE MKT, the existing
trading market for our common stock, sales made to or through a market maker other than on the NYSE MKT or
otherwise, in negotiated transactions at market prices prevailing at the time of sale or at prices related to such
prevailing market prices, and/or any other method permitted by law. Under the terms of the sales agreement, we may
also sell shares to Ascendiant as principal for its own account. Ascendiant is not required to sell any specific number
or dollar amount of securities, but will act as a sales agent using commercially reasonable efforts consistent with its
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normal trading and sales practices, on mutually agreed terms between Ascendiant and us. There is no arrangement for
funds to be received in any escrow, trust or similar arrangement.

The compensation to Ascendiant for sales of common stock sold pursuant to the sales agreement will be 3% of the
gross proceeds of any shares of common stock sold under the sales agreement. Other compensation may apply when
Ascendiant purchases shares as principal at a price agreed by us and Ascendiant. We have also agreed to reimburse
certain expenses of Ascendiant in connection with the sales agreement as further described in the Plan of Distribution
section. In connection with the sale of the common stock on our behalf, Ascendiant will be deemed to be an
“underwriter” within the meaning of the Securities Act and the compensation of Ascendiant will be deemed to be
underwriting commissions or discounts. We have also agreed to provide indemnification and contribution to
Ascendiant with respect to certain liabilities, including liabilities under the Securities Act or the Exchange Act of
1934, as amended, or the Exchange Act.

The market value of our outstanding common equity held by non-affiliates as of August 19, 2014, was approximately
$58.7 million, based on 50,779,057 shares of outstanding common stock, of which 47,028,685 shares were held by
non-affiliates, and a per share price of $1.25, the closing price on August 19, 2014. As of the date of this prospectus,
we have offered and sold securities for aggregate gross proceeds of $9,647,505 pursuant to General Instruction I.B.6.
of Form S-3 during the 12 calendar month period that ends on, and includes, the date of this prospectus.

Our business and an investment in our common stock include significant risks. Before purchasing our common
stock, please review the information under the heading “Risk Factors” beginning on page S-4 of this prospectus
supplement, page 6 of the accompanying prospectus, in our Quarterly Report on Form 10-Q for the quarter
ended June 30, 2014, and under similar headings in the other documents that are incorporated by reference
into this prospectus supplement and the accompanying prospectus or are filed after the date hereof.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus supplement or
accompanying prospectus. Any representation to the contrary is a criminal offense.

Prospectus Supplement dated October 16, 2014.
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ABOUT THIS PROSPECTUS SUPPLEMENT

  This prospectus supplement is part of a registration statement (No. 333-180460) that we filed with the Securities and
Exchange Commission (the “SEC”) using a “shelf” registration process. Under the registration statement, we registered the
offering by us of common stock, preferred stock, debt securities and warrants for sale from time to time in one or
more offerings. This prospectus supplement provides specific information about the offering by us of our common
stock under the shelf registration statement. This document is in two parts. The first part is the prospectus supplement,
which adds to and updates information contained in the accompanying prospectus. The second part, the accompanying
prospectus dated May 1, 2012, including the documents incorporated by reference therein, provides more general
information, some of which may not apply to this offering. Generally, when we refer to this prospectus, we are
referring to both parts of this document combined. To the extent there is a conflict between the information contained
in this prospectus supplement, on the one hand, and the information contained in the accompanying prospectus or any
document incorporated by reference that was filed with the SEC before the date of this prospectus supplement, on the
other hand, you should rely on the information in this prospectus supplement. If any statement in one of these
documents is inconsistent with a statement in another document having a later date — for example, a document
incorporated by reference in the accompanying prospectus — the statement in the document having the later date
modifies or supersedes the earlier statement.

Before buying any of the common stock that we are offering, we urge you to carefully read this prospectus
supplement and the accompanying prospectus, together with the information incorporated by reference as described
under the headings “Where You Can Find More Information” and “Incorporation of Certain Information by Reference” in
this prospectus supplement, as well as any free writing prospectus prepared by or on behalf of us or to which we have
referred you. These documents contain important information that you should consider when making your investment
decision.

We are offering to sell, and are seeking offers to buy, the shares only in jurisdictions where such offers and sales are
permitted. The distribution of this prospectus supplement and the accompanying prospectus and the offering of the
shares in certain jurisdictions or to certain persons within such jurisdictions may be restricted by law. Persons outside
the United States who come into possession of this prospectus supplement and the accompanying prospectus must
inform themselves about and observe any restrictions relating to the offering of the shares and the distribution of this
prospectus supplement and the accompanying prospectus outside the United States. This prospectus supplement and
the accompanying prospectus do not constitute, and may not be used in connection with, an offer to sell, or a
solicitation of an offer to buy, any securities offered by this prospectus supplement and the accompanying prospectus
by any person in any jurisdiction in which it is unlawful for such person to make such an offer or solicitation.

Unless the context requires otherwise, all references in this report to “we,” “our,” “us,” the “Company,” “NovaBay” and
“NovaBay Pharmaceuticals” refer to NovaBay Pharmaceuticals, Inc. and its subsidiaries, and with respect to NovaBay
Pharmaceuticals, Inc. refer to the California corporation prior to the date of the Reincorporation, and to the Delaware
corporation on and after the date of the Reincorporation.
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This prospectus supplement and the accompanying prospectus, including the information incorporated by reference
into this prospectus supplement and the accompanying prospectus, include trademarks, service marks and trade names
owned by us or other companies. All trademarks, service marks and trade names included or incorporated by reference
into this prospectus supplement and the accompanying prospectus, or any related free writing prospectus, are the
property of their respective owners.

S-ii
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights selected information about our company, this offering and information appearing elsewhere
in this prospectus supplement, in the accompanying prospectus, in the documents we incorporate by reference and in
any free writing prospectus that we have authorized for use in connection with this offering. This summary is not
complete and does not contain all the information that you should consider before investing in our common stock. You
should read this entire prospectus supplement and the accompanying prospectus carefully, including the “Risk
Factors” contained in this prospectus supplement, the accompanying prospectus and the financial statements and
notes incorporated by reference in this prospectus supplement and the accompanying prospectus and any free writing
prospectus that we have authorized for use in connection with this offering, before making an investment decision.
This prospectus supplement may add to, update, or change information in the accompanying prospectus.

Overview

We are a biopharmaceutical company focused on addressing the unmet therapeutic needs of the global, topical
anti-infective market with its two distinct product categories: (1) its advance clinical stage Aganocide® compounds
and (2) its three commercial products containing a pure hypochlorous solution, NeutroPhase® for wound care,
Advanced i-Lid™ Cleanser for the eye care market, and CelleRx™ for the dermatology market.

Aganocide Compounds

Our first-in-class Aganocide compounds, led by auriclosene (NVC-422), are patented, synthetic molecules with a
broad spectrum of activity against bacteria, viruses and fungi.  Mimicking the mechanism of action that human white
blood cells use against infections, Aganocides possess a reduced likelihood that bacteria or viruses will be able to
develop resistance, which is critical for advanced anti-infectives.  In recognition of NVC-422’s first-in-class chemical
structure and therapeutic characteristics, The World Health Organization (WHO) approved a new generic
nomenclature by which NVC-422 would be universally identified.  In February 2013, we announced that the WHO
had approved auriclosene as the new International Non-Proprietary Name (INN) for NVC-422.

Having demonstrated therapeutic proof-of-concept, these compounds are well suited to treat and prevent a wide range
of local, non-systemic infections.  We are currently developing our Aganocide compound for two large therapeutic
markets:
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Urology – Statistically-significant and clinically-meaningful results from a Phase 2 clinical study of Auriclosene
Irrigation Solution to reduce urinary catheter blockage and encrustation (UCBE) were announced in September 2013.
Study CL1001 achieved the study’s primary endpoints and showed clear benefits for patients with long-term
indwelling catheters. We plan to initiate the next study in fourth quarter of 2014.

Dermatology - Partnered with Galderma, a leading dermatology company, we are developing a topical formulation of
auriclosene (NVC-422) for treating impetigo, a highly contagious skin infection. In November 2013, NovaBay
announced that a Phase 2b clinical study in impetigo, which was managed by Galderma, had been completed. While
the study showed that the auriclosene formulation was safe and well tolerated, it did not meet its primary clinical
endpoint. Knowledge gained from the two previous impetigo studies is expected to lead to both improvements in the
clinical study protocol and an optimized auriclosene formulation in the next Phase 2 study that is currently being
planned. NovaBay will be responsible the execution and the cost of the upcoming study, which is expected to be
approximately $2 million. Based on the results of this study, we intend to work with Galderma to determine the next
steps in the development of topical auriclosene for skin infections.

Hypochlorous Solution Products

We have developed a pure form of hypochlorous acid which serves as the active ingredient for its three
commercialized products: NeutroPhase® for wound care; Advanced i-Lid™ Cleanser for the eye care market; and
CelleRx™ for the dermatology market.

S-1
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NeutroPhase is an FDA 510(k)-cleared skin and wound cleanser. NeutroPhase contains a patented pure hypochlorous
solution which has the potential to be the best suited product on the market to treat the six-million patients in the U.S.
who suffer from chronic non-healing wounds, such as pressure, venous stasis and diabetic ulcers. Internationally,
NeutroPhase is distributed through commercial partners. In January 2012, we entered into an exclusive distribution
agreement with Pioneer Pharma Holdings Limited (HK:1345), or Pioneer, a Shanghai-based company, for the
distribution of NeutroPhase throughout Asia and mainland China. We recently expanded the agreement with Pioneer
so that it includes the licensing rights to CelleRx™ and i-Lid™ Cleanser. We are in the process of securing other
partnerships for distribution around the world.

i-Lid Cleanser is an advanced eye lid and lash cleanser. In August 2014, we launched a dedicated i-Lid Cleanser sales
force in the United States. Our salespeople are targeting both optometrists and ophthalmologists, explaining why i-Lid
Cleanser is a significant advance in the management of “dry eye” and blepharitis. We believe the U.S. market size to be
approximately $500 million, and we believe that no other products offering what we believe to be are the unique
advantages of i-Lid Cleanser.  Importantly, we believe our i-Lid Cleanser is the first non-detergent, non-irritating
product to be prescribed for these conditions. 

CelleRx is a topical solution specially designed to gently clean and ease discomfort following aesthetic dermatology
and plastic surgery procedures. Recently introduced at The Aesthetics Meeting in April 2014, we believe that our
CelleRx product will be a popular post-procedure product for the aesthetic surgery and dermatology markets.

Recent Developments

On August 20, 2014, we announced in a press release that our NVC-422 ophthalmic formulation did not meet the
primary or secondary endpoints in a Phase 2 clinical study in patients with adenoviral conjunctivitis. We do not intend
to initiate any new studies of NVC-422 for this indication.

On September 3, 2014, we announced in a press release that China’s Food and Drug Administration has cleared
NeutroPhase for sale throughout mainland China. We intend to begin shipping NeutroPhase to China in the fourth
quarter of 2014 to support Pioneer’s launch of the product in early 2015.

In September 2014, we established an Optometry Advisory Board to help oversee the development, marketing and
medical use of i-Lid Cleanser. The five members of the new board are nationally known optometrists who we expect
will bring valuable insights regarding our eye care products.
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On September 30, 2014, our cash and cash equivalents and short-term investments were $9.1 million.

Company Information

We were incorporated under the laws of the State of California on January 19, 2000 as NovaCal Pharmaceuticals, Inc.,
and subsequently changed our name to NovaBay Pharmaceuticals, Inc.  In June 2010, we changed the state in which
we are incorporated, which we refer to as the Reincorporation, and are now incorporated under the laws of the State of
Delaware.

Our corporate address is 5980 Horton Street, Suite 550, Emeryville, CA  94608, and our telephone number is (510)
899-8800.  Our website address is  www.novabaypharma.com. Information found on, or accessible through, our
website is not a part of, and is not incorporated into, this prospectus supplement or the accompanying prospectus, and
you should not consider it part of this prospectus supplement or the accompanying prospectus. Our website address is
included in this document as an inactive textual reference only.

S-2
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The Offering

Common stock offered by
us pursuant to this
prospectus supplement

Shares of our common stock having an aggregate offering price of up to $10 million.

Common stock to be
outstanding immediately

after the offering

Assuming all $10 million of our common stock are sold at an assumed offering price of
$0.71 per share, the last reported sale price of our common stock on the NYSE MKT on
October 15, 2014, we would have 64,863,564 shares of common stock outstanding. (1)

Manner of Offering “At-the-market” offering that may be made from time to time through our sales agent,
Ascendiant. See “Plan of Distribution” on page S-26.

Use of proceeds

We currently intend to use the net proceeds from this offering for working capital and
general corporate purposes, including research and development, clinical trials, selling,
and general and administrative expenses.  See “Use of Proceeds” on page S-24 of this
prospectus supplement.

NYSE MKT Symbol for our
common stock NBY

Risk factors Investing in our securities involves a high degree of risk. See “Risk Factors” beginning on
page S-4 of this prospectus supplement and page 6 of the accompanying prospectus.

_______________________________________

 (1)     The number of shares of our common stock that will be issued and outstanding immediately after this offering
as shown above is based on 50,779,057 shares of common stock issued and outstanding as of June 30, 2014, and
excludes the following:

●shares of common stock issuable upon the exercise of stock options outstanding, of which there were 7,473,476
outstanding as of June 30, 2014, with a weighted average exercise price of $1.64 per share;

●shares of common stock issuable upon the vesting of outstanding restricted stock units, of which there were 74,950
outstanding as of June 30, 2014;
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●

shares of common stock issuable upon the exercise of our outstanding warrants, of which there were warrants
outstanding as of June 30, 2014, to purchase 1,225,000 shares of common stock at an exercise price of $2.75 per
share, 3,465,505 shares of common stock at an exercise price of $1.33 per share, 30,000 shares of common stock at
an exercise price of $2.50 per share, 30,000 shares of common stock at an exercise price of $3.75 per share, and
1,400,000 shares of common stock at an exercise price of $1.56 per share, and 15,000 shares of common stock at an
exercise price of $2.50 per share; and

●1,313,995 common stock not subject to stock awards and reserved for issuance under our equity incentive plans.

S-3
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RISK FACTORS

Any investment in our securities involves a high degree of risk, including the risks described below and in the section
titled “Risk Factors” contained in our Annual Report on Form 10-K filed with the Securities and Exchange
Commission, or the SEC, on March 6, 2014, as amended, and our Quarterly Report on Form 10-Q filed with the SEC
on July 31, 2014, which are incorporated by reference herein (collectively, our “Reports”).  Before purchasing our
common stock, you should carefully consider the risk factors set forth below and in our Reports as well as all other
information contained in this prospectus supplement and the accompanying prospectus and incorporated by
reference, including our consolidated financial statements in our Reports and any free writing prospectus that we
have authorized for use in connection with this offering.  The risks and uncertainties described below and in our
Reports are not the only risks and uncertainties we face.  Additional risks and uncertainties not presently known to us
or that we currently deem immaterial may also impair our business operations.  If any of the risks described below or
in our Reports actually occur, our business, financial condition and results of operations could suffer.  As a result, the
trading price of our stock could decline, perhaps significantly, and you could lose all or part of your investment.  The
risks discussed below and in our Reports also include forward-looking statements and our actual results may differ
substantially from those discussed in these forward-looking statements.  See the section entitled “Special Note
Regarding Forward-Looking Statements.”

Risks Relating to this Offering

Management will have broad discretion as to the use of the proceeds from this offering, and we may not use the
proceeds effectively.

Our management will have broad discretion in the application of the net proceeds from this offering and could spend
the proceeds in ways that do not improve our results of operations or enhance the value of our common stock. You
will be relying on the judgment of our management with regard to the use of these net proceeds, and you will not have
the opportunity, as part of your investment decision, to assess whether the net proceeds are being used appropriately.
It is possible that the net proceeds will be invested in a way that does not yield a favorable, or any return for us. Our
failure to apply these funds effectively could have a material adverse effect on our business, the commercialization of
our product candidates and cause the price of our common stock to decline.

You will experience immediate and substantial dilution in the net tangible book value per share of the common
stock you purchase.

The offering price per share in this offering may exceed the net tangible book value per share of our common stock
outstanding prior to this offering. Assuming that an aggregate of 14,084,507 shares of our common stock are sold at a
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price of $0.71 per share, the last reported sale price of our common stock on the NYSE MKT on October 15, 2014, for
aggregate gross proceeds of $10 million, and after deducting commissions and estimated offering expenses payable by
us, you will experience immediate dilution of $0.39 per share, representing the difference between our as adjusted net
tangible book value per share as of June 30, 2014, after giving effect to this offering and the assumed offering price.
The exercise of outstanding stock options and warrants will result in further dilution of your investment. See the
section entitled “Dilution” below for a more detailed discussion of the dilution you will incur if you participate in this
offering.

A substantial number of shares of our common stock may be sold in this offering, which could cause the price of
our common stock to decline.

In this offering we may sell a substantial number of shares of our common stock (up to 14,084,507 shares, or
approximately 28% of our outstanding common stock as of June 30, 2014, assuming an offering price of $0.71 per
share, the last reported sale price of our common stock on the NYSE MKT on October 15, 2014).  This sale and any
future sales of a substantial number of shares of our common stock in the public market, or the perception that such
sales may occur, could adversely affect the price of our common stock. We cannot predict the effect, if any, that
market sales of those shares of common stock or the availability of those shares of common stock for sale will have on
the market price of our common stock.

S-4
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You may experience future dilution as a result of future equity offerings.

We expect that significant additional capital will be needed in the future to continue our planned operations. To raise
additional capital, we may in the future offer additional shares of our common stock or other securities convertible
into or exchangeable for our common stock. We cannot assure you that we will be able to sell shares or other
securities in any other offering at a price per share that is equal to or greater than the price per share paid by investors
in this offering, and investors purchasing shares or other securities in the future could have rights superior to existing
stockholders. The price per share at which we sell additional shares of our common stock or other securities
convertible into or exchangeable for our common stock in future transactions may be higher or lower than the price
per share in this offering. Additionally, you may incur dilution as a result of grants of equity awards under our equity
incentive plans, or upon exercise of options or warrants currently outstanding with exercise prices at or below the
public offering price of our common stock in this offering. See the section entitled “Dilution” below for a more detailed
discussion of the dilution you will incur if you purchase common stock in this offering.

Our share price may be volatile and there may not be an active trading market for our common stock.

There can be no assurance that the market price of our common stock will not decline below its present market price
or that there will be an active trading market for our common stock. The market prices of biotechnology companies
have been and are likely to continue to be highly volatile. Fluctuations in our operating results and general market
conditions for biotechnology stocks could have a significant impact on the volatility of our common stock price. We
have experienced significant volatility in the price of our common stock. From January 1, 2012, through October 15,
2014, the share price of our common stock has ranged from a high of $2.03 to a low of $0.69 Factors contributing to
such volatility include, but are not limited to:

●results of preclinical studies and clinical trials;

●information relating to the safety or efficacy of products or product candidates;

● developments regarding
regulatory filings;

●announcements of new collaborations;

●failure to enter into collaborations;
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●developments in existing collaborations;

●our funding requirements and the terms of our financing arrangements;

●technological innovations or new indications for our therapeutic products and product candidates;

●introduction of new products or technologies by us or our competitors;

●sales and estimated or forecasted sales of products for which we receive royalties, if any;

●government regulations;

● developments in patent or other
proprietary rights;

●the number of shares issued and outstanding;

●the number of shares trading on an average trading day;

●announcements regarding other participants in the biotechnology and pharmaceutical industries; and

● market speculation regarding any of the
foregoing.

S-5
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Risks Relating to our Business

Our future success is largely dependent on the successful commercialization of i-Lid Cleanser, CelleRx, and
NeutroPhase.

The future success of our business is largely dependent upon the successful development and commercialization of
i-Lid Cleanser, CelleRx, and NeutroPhase. We are dedicating a substantial amount of our resources to advance i-Lid
Cleanser, CelleRx, and NeutroPhase as aggressively as possible over the next twelve months. If we encounter
difficulties in the commercialization of i-Lid Cleanser, CelleRx, and NeutroPhase, we will not have the resources
necessary to continue our business in its current form. If we are unable to establish and maintain adequate sales,
marketing and distribution capabilities or enter into or maintain agreements with third parties to do so, we may be
unable to successfully commercialize our products. We believe we have created an efficient commercial organization,
taking advantage of outsourcing options where prudent to maximize the effectiveness of our commercial expenditures.
However, we may not be able to correctly judge the size and experience of the sales and marketing force and the scale
of distribution necessary to be successful. Establishing and maintaining sales, marketing, and distribution capabilities
are expensive and time-consuming. Such expenses may be disproportionate compared to the revenues we may be able
to generate on sales of i-Lid Cleanser, CelleRx, and NeutroPhase. If this occurs, it will have an adverse impact on
operations and ability to fund any ongoing clinical trials.

We may be unable to raise additional capital on acceptable terms in the future which may in turn limit our ability
to develop and commercialize products and technologies.

As of September 30, 2014, we had cash and cash equivalents and short-term investments of $9.1 million, which we
believe is sufficient to fund our operations through at least the next twelve months at our current level of spending.
While we have reduced our staff levels and reduced both our research and general expenditures, we expect our capital
outlays and operating expenditures to increase over at least the next several years as we expand our clinical and
regulatory activities as well as expand our sales activities with respect to i-Lid Cleanser. Conducting clinical trials is
very expensive, and we expect that we will need to raise additional capital, through future private or public equity
offerings, strategic alliances or debt financing, before we achieve commercialization of auriclosene, our primary
Aganocide compound, or any of any of our other Aganocide compounds. In addition, we may require even more
significant capital outlays and operating expenditures if we do not continue to partner with third parties to develop and
commercialize our products.

Our future capital requirements will depend on many factors, including:

●the extent to which we receive milestone payments or other funding from corporate partners, if any;
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●the scope, rate of progress and cost of our pre-clinical studies and clinical trials and other research and development
activities;

●future clinical trial results;

●the terms and timing of any collaborative, licensing and other arrangements that we may establish;

●the cost and timing of regulatory approvals;

●the cost of establishing clinical and commercial supplies of our product candidates and any products that we may
develop;

●the effect of competing technological and market developments;

●the costs associated with marketing and selling i-Lid Cleanser, CelleRx, and NeutroPhase;

●the cost of filing, prosecuting, defending and enforcing any patent claims and other intellectual property rights; and

●the extent to which we acquire or invest in businesses, products and technologies, although we currently have no
commitments or agreements relating to any of these types of transactions.

S-6
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Additional financing may not be available on favorable terms, or at all. Our ability to obtain additional financing may
be negatively affected by the recent volatility in the financial markets, as well as the general downturn in the economy
and decreased consumer confidence. Even if we succeed in selling additional securities to raise funds, our existing
stockholders’ ownership percentage would be diluted and new investors may demand rights, preferences or privileges
senior to those of existing stockholders. If we raise additional capital through strategic alliance and licensing
arrangements, we may have to trade our rights to our technology, intellectual property or products to others on terms
that may not be favorable to us. If we raise additional capital through debt financing, the financing may involve
covenants that restrict our business activities.

In addition, it is often the case that the cost of pharmaceutical development can be significantly greater than initially
anticipated. This may be due to any of a large number of possible reasons, some of which could have been anticipated,
while others may be caused by unpredictable circumstances. A significant increase in our costs would cause the
amount of financing that would be required to enable us to achieve our goals to be likewise increased.

If we determine that we need to raise additional funds and we are not successful in doing so, we may be unable to
complete the clinical development of some or all of our product candidates or to seek or obtain FDA approval of our
product candidates. Such events could force us to discontinue product development, enter into a relationship with a
strategic partner earlier than currently intended, reduce sales and marketing efforts or forego attractive business
opportunities.

We are an early stage company with a history of losses and expect that we will incur net losses in the future, and
that we may never achieve or maintain sustained profitability.

We have incurred net losses each year since our inception through June 30, 2014, with the exception of 2009. For the
years ended December 31, 2013, 2012 and 2011, we had net losses of approximately $16.0 million, $7.0 million and
$5.1 million, respectively. For the six months ended June 30, 2014 we have net losses of approximately $6.5 million.
We were able to record a profit in 2009 due to our receipt of a $3.75 million milestone payment under our agreement
with Galderma; however, there is no assurance that we will receive any additional large milestone payments under this
or any other agreement and, as a result, may not be able to achieve or maintain profitability in the future. Through
June 30, 2014, we had an accumulated deficit of approximately $62.9 million. We have been, and expect to remain for
the foreseeable future, engaged in research and development. We have incurred substantial research and development
expenses, which were approximately $12.5 million, $9.3 million and $9.9 million for the years ended December 31,
2013, 2012 and 2011, respectively and $4.8 million for the six months ended June 30, 2014. We expect to continue to
make, for at least the next several years, significant expenditures for the development of products that incorporate our
Aganocide compounds, as well as continued research into the biological activities of our Aganocide compounds,
which expenditures are accounted for as research and development expenses. We also expect to incur substantial
marketing and sales expenses as we have just recently launched i-Lid Cleanser. We expect to incur substantial losses
for the foreseeable future, and we may never achieve or maintain sustained profitability. We anticipate that our
expenses related to our clinical trials and regulatory activities will increase substantially in the foreseeable future as
we:
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●conduct pre-clinical studies and clinical trials for our product candidates in different indications;

●develop, formulate, manufacture and commercialize our product candidates either independently or with partners;

●pursue, acquire or in-license additional compounds, products or technologies, or expand the use of our technology;

●maintain, defend and expand the scope of our intellectual property; and

●hire additional qualified personnel.

S-7
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We will need to generate significant revenues to achieve and maintain profitability. If we cannot successfully market
and sell our products, or develop, obtain regulatory approval for and commercialize auriclosene, either independently
or with partners, we will not be able to generate sufficient revenues to achieve or maintain profitability in the future.
Our failure to achieve and subsequently maintain profitability could have a material adverse impact on the market
price of our common stock.

We have limited data on the use of some of our products in humans and will need to perform costly and time
consuming clinical trials to bring our products to market.

Much of the data that we have on our auriclosene compound is from in-vitro (laboratory) studies, in-vivo animal
studies, Phase 1 human safety studies, or some small-scale Phase 2a or other exploratory clinical studies. We will need
to conduct additional Phase 2 and Phase 3 human clinical trials to confirm such results in larger patient populations to
obtain approval from the FDA of our Aganocide drug product candidates. Often, positive in-vitro, in-vivo animal
studies, or early human clinical trials are not followed by positive results in later clinical trials, and we may not be
able to demonstrate that our Aganocide product candidates are safe and effective for indicated uses in humans or that
they are active against antibiotic resistant microbes, do not allow pathogens to develop resistance or are active against
bacteria in biofilm. In addition, for each indication, we estimate that it will take between three and five years to
conduct the necessary clinical trials. Because of the uncertainties associated with drug development and regulatory
approval, we cannot determine if or when we will have an approved Aganocide product for commercialization or
achieve sales or profits.

If we are unable to develop and obtain regulatory approval for our Aganocide compounds, we may never generate
product revenues from our Aganocide compounds.

To date, our revenues have been derived mainly from research and development collaboration and license agreements.
We have not yet generated any substantial revenue from i-Lid Cleanser and CelleRx. We have generated only limited
revenues from sales of NeutroPhase, and we cannot guarantee that we will ever be able to generate substantial revenue
from i-Lid Cleanser, CelleRx or NeutroPhase. Our Aganocide compounds are still in development and we will not be
able to generate commercial revenue from the sale of these product candidates until we have received regulatory
approval for them. Satisfaction of all regulatory requirements applicable to our product candidates typically takes
many years, is dependent upon the type, complexity, novelty and classification of the product candidates, and requires
the expenditure of substantial resources for research and development and testing. We must demonstrate that our
product candidates satisfy rigorous standards of safety and efficacy before we can submit for and gain approval from
the FDA and regulatory authorities in other countries. In addition, to compete effectively, our products will need to be
easy to use, cost-effective and economical to manufacture on a commercial scale. We may not achieve any of these
objectives. We cannot be certain that the clinical development of any of our current product candidates or any other
product that we may develop in the future will be successful, that they will receive the regulatory approvals required
to commercialize them, or that any of our other in-licensing efforts or pre-clinical testing will yield a product suitable
for entry into clinical trials. For example, in August 2014 we announced that our ophthalmic formulation of
auriclosene did not meet the primary or secondary endpoints in a Phase 2 clinical study in patients with adenoviral
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conjunctivitis, and that we do not intend to initiate any new studies of auriclosene for this indication. Our commercial
revenues from sales of Aganocide products will be derived from sales of products that may not be commercially
available for at least the next several years. If we are unable to successfully advance or develop our Aganocide
compounds, it will have a material adverse effect on our business.

S-8
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We have three commercialized products, i-Lid Cleanser, CelleRx and NeutroPhase, and if these products do not
gain market acceptance, our business will suffer.

A number of factors may affect the market acceptance of i-Lid Cleanser, CelleRx and NeutroPhase, or any other
products we develop or acquire, including, among others:

●the price of our products relative to other products for the same or similar treatments;

●the perception by patients, physicians and other members of the health care community of the effectiveness and
safety of our products for their indicated applications and treatments;

●our ability to find the right distributor; and

●the effectiveness of the sales and marketing efforts of our distributor.

If our products do not gain market acceptance, we may not be able to support funding of our future operations,
including developing, testing and obtaining regulatory approval for new product candidates, which would cause our
business to suffer.

We have limited experience in developing drugs and medical devices, and we may be unable to commercialize some
of the products we develop.

Development and commercialization of drugs and medical devices involves a lengthy and complex process. We have
limited experience in developing products and have only one commercialized product in the market. In addition, no
one has ever developed or commercialized a product based on our Aganocide compounds, and we cannot assure you
that it is possible to develop, obtain regulatory approval for or commercialize any products based on these compounds
or that we will be successful in doing so.

Before we can develop and commercialize any new products, we will need to expend significant resources to:

●undertake and complete clinical trials to demonstrate the efficacy and safety of our product candidates;

●maintain and expand our intellectual property rights;

●obtain marketing and other approvals from the FDA and other regulatory agencies; and
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●select collaborative partners with suitable manufacturing and commercial capabilities.

The process of developing new products takes several years. Our product development efforts may fail for many
reasons, including:

●the failure of our product candidates to demonstrate safety and efficacy;

●the high cost of clinical trials and our lack of financial and other resources; and

●our inability to partner with firms with sufficient resources to assist us in conducting clinical trials.

Success in early clinical trials often is not replicated in later studies, and few research and development projects result
in commercial products. At any point, we may abandon development of a product candidate or we may be required to
expend considerable resources repeating clinical trials, which would eliminate or adversely impact the timing for
revenues from those product candidates. For example, in August 2014 we announced that our ophthalmic formulation
of auriclosene did not meet the primary or secondary endpoints in a Phase 2 clinical study in patients with adenoviral
conjunctivitis, and that we do not intend to initiate any new studies of auriclosene for this indication. If any future
clinical study fails to demonstrate the safety and effectiveness of our product candidates, we may abandon the
development of the product or product feature that was the subject of the clinical trial, which could harm our business.

Even if we develop products for commercial use, these products may not be accepted by the medical and
pharmaceutical marketplaces or be capable of being offered at prices that will enable us to become profitable. We
cannot assure you that our products will be approved by regulatory authorities or ultimately prove to be useful for
commercial markets, meet applicable regulatory standards, or be successfully marketed.
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Our current collaboration with Galderma may not result in future revenues or commercialization of future
products, which would significantly limit our ability to develop and commercialize our dermatological products.

We have an agreement with Galderma S.A. to develop and commercialize our Aganocide compounds, which covers
acne and impetigo and potentially other major dermatological conditions, excluding onychomycosis (nail fungus) and
orphan drug indications. Our collaboration with Galderma is our only major collaboration in the human field, and so
unless and until we enter into additional collaborations or are able to market products on our own, our only potential
source of collaboration revenues is from Galderma.

In November 2013, we announced with Galderma that the auriclosene Phase 2 clinical study of impetigo had been
completed, and that while the study showed that auriclosene is safe and well tolerated, it did not meet its primary
clinical endpoint. While the collaboration is still intact, we cannot assure you that future clinical trials, if any, will be
successful, or that we will receive any remaining research funding, milestone payments or royalties, or that any
valuable intellectual property will be created from this arrangement. If Galderma were to decide to not continue
forward with this collaboration, our potential to generate future collaboration revenues would be significantly
impaired.

We are funding the development of our Aganocide compounds for application in connection with the urinary tract,
which we may not be able to do unless we are able to enter into a new collaboration with another collaboration
partner.

As we continue the development of auriclosene (NVC-422) for application in urology, we must fund such
development ourselves unless we are able to enter into a collaboration with a collaboration partner, which we may not
be able to do, especially because we previously had a collaboration and license agreement with Alcon, which was
terminated in June 2011. If we are not able to enter into a new collaboration with another collaboration partner and we
continue the development of auriclosene (NVC-422) for any application, we will need to rely on our own funds, and
any additional funds we may raise. If we are not able to enter into a new collaboration with another collaboration
partner or are not able to raise additional funds, we may not be able to develop auriclosene (NVC-422) for these
applications.

A key part of our business strategy is to establish collaborative relationships to commercialize and fund
development of our product candidates. We may not succeed in establishing and maintaining collaborative
relationships, which may significantly limit our ability to develop and commercialize our products successfully, if at
all.
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A key part of our business strategy is to establish collaborative relationships to commercialize and fund development
of our product candidates. We may not be able to negotiate additional collaborations on acceptable terms, if at all, and
if we do enter into collaborations, these collaborations may not be successful. Our current and future success depends
in part on our ability to enter into successful collaboration arrangements and maintain the collaboration arrangement
we currently have with Galderma. The process of establishing and maintaining collaborative relationships is difficult,
time-consuming and involves significant uncertainty, including:

●our partners may seek to renegotiate or terminate their relationships with us due to unsatisfactory clinical results, a
change in business strategy, a change of control or other reasons;

●our shortage of capital resources may impact a willingness on the part of potential companies to collaborate with us;

●our contracts for collaborative arrangements may be terminable for convenience on written notice and may
otherwise expire or terminate, and we may not have alternative funding available;

●our partners may choose to pursue alternative technologies, including those of our competitors;
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●we may have disputes with a partner that could lead to litigation or arbitration;

●we do not have day-to-day control over the activities of our partners and have limited control over their decisions;

●
our ability to receive milestones and royalties from our partners depends upon the abilities of our partners to
establish the safety and efficacy of our drug candidates, obtain regulatory approvals and achieve market acceptance
of products developed from our drug candidates;

●
we or our partners may fail to properly initiate, maintain or defend our intellectual property rights, where applicable,
or a party may utilize our proprietary information in such a way as to invite litigation that could jeopardize or
potentially invalidate our proprietary information or expose us to potential liability;

●our partners may not devote sufficient capital or resources towards our product candidates; and

●our partners may not comply with applicable government regulatory requirements.

If we are unable to establish and maintain collaborative relationships on acceptable terms or to successfully transition
terminated collaborative agreements, we may have to delay or discontinue further development of one or more of our
product candidates, undertake development and commercialization activities at our own expense or find alternative
sources of capital. Consequently, if we are unable to enter into, maintain or extend successful collaborations, our
business may be harmed.

Our long-term success depends upon the successful development and commercialization of products other than
auriclosene from our research and development activities.

Our long-term viability and growth will depend upon the successful development and commercialization of products
other than auriclosene from our research and development activities. Product development and commercialization is
very expensive and involves a high degree of risk. Only a small number of research and development programs result
in the commercialization of a product. Success in early stage clinical trials or preclinical work does not ensure that
later stage or larger scale clinical trials will be successful. Even if later stage clinical trials are successful, the risk
remains that unexpected concerns may arise from additional data or analysis or that obstacles may arise or issues may
be identified in connection with review of clinical data with regulatory authorities or that regulatory authorities may
disagree with our view of the data or require additional data or information or additional studies.

Conducting clinical trials is a complex, time-consuming and expensive process. Our ability to complete our clinical
trials in a timely fashion depends in large part on a number of key factors including protocol design, regulatory and
institutional review board approval, the rate of patient enrollment in clinical trials, and compliance with extensive
current good clinical practice requirements. We are in many cases using the services of third-party contract clinical
trial providers. If we fail to adequately manage the design, execution and regulatory aspects of our clinical trials, our
studies and ultimately our regulatory approvals may be delayed or we may fail to gain approval for our product
candidates altogether.
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If we do not successfully execute our growth initiatives through the acquisition, partnering and in-licensing of
products, technologies or companies, our future performance could be adversely affected.

In addition to our internal development projects, we anticipate growing through external growth opportunities, which
include the acquisition, partnering and in-licensing of products, technologies and companies or the entry into strategic
alliances and collaborations. If we are unable to complete or manage these external growth opportunities successfully,
we may not be able to grow our business in the way that we currently expect. The availability of high quality
opportunities is limited and we are not certain that we will be able to identify suitable candidates or complete
transactions on terms that are acceptable to us. To pursue such opportunities, we may require significant additional
financing, which may not be available to us on favorable terms, if at all.
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We may acquire other businesses or form joint ventures or in-license compounds that could disrupt our business,
harm our operating results, dilute your ownership interest in us, or cause us to incur debt or significant expense.

As part of our business strategy, we may pursue acquisitions of complementary businesses and assets, and enter into
technology or pharmaceutical compound licensing arrangements. We also may pursue strategic alliances that leverage
our core technology and industry experience to enhance our ability to commercialize our product candidates and
expand our product offerings or distribution. We have no experience with respect to acquiring other companies and
limited experience with respect to the formation of commercial partnering agreements, strategic alliances, joint
ventures or in-licensing of compounds. If we make any acquisitions, we may not be able to integrate these acquisitions
successfully into our existing business, and we could assume unknown or contingent liabilities. If we in-license any
additional compounds, we may fail to develop the product candidates, and spend significant resources before
determining whether a compound we have in-licensed will produce revenues. Any future acquisitions or in-licensing
by us also could result in significant write-offs or the incurrence of debt and contingent liabilities, any of which could
harm our operating results. Integration of an acquired company also may require management resources that otherwise
would be available for ongoing development of our existing business. We may not identify or complete these
transactions in a timely manner, on a cost-effective basis, or at all, and we may not realize the anticipated benefits of
any acquisition, technology license, strategic alliance or joint venture. Further, any product candidate that we acquire
may require additional development efforts prior to commercial sale, including extensive clinical testing and approval
by the FDA and applicable foreign regulatory authorities. All product candidates are prone to risks of failure typical of
pharmaceutical product development, including the possibility that a product candidate will not be shown to be
sufficiently safe and effective for approval by regulatory authorities.

To finance any acquisitions, we may choose to issue shares of our common stock as consideration, which would dilute
your interest in us. If the price of our common stock is low or volatile, we may not be able to acquire other companies
for stock. Alternatively, it may be necessary for us to raise additional funds for acquisitions by incurring indebtedness.
Additional funds may not be available on terms that are favorable to us, or at all.

We do not have our own manufacturing capacity, and we plan to rely on partnering arrangements or third-party
manufacturers for the manufacture of our products and potential products.

We do not currently operate manufacturing facilities for clinical or commercial production of our product candidates.
We have no experience in drug formulation or manufacturing, and we lack the resources and the capabilities to
manufacture any of our product candidates on a clinical or commercial scale. As a result, we have partnered and
expect to partner with third parties to manufacture our products or rely on contract manufacturers to supply, store and
distribute product supplies for our clinical trials. Any performance failure on the part of our commercial partners or
future manufacturers could delay clinical development or regulatory approval of our product candidates or
commercialization of our products, producing additional losses and reducing or delaying product revenues.
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Our products, if developed and commercialized, will require precise, high quality manufacturing. The failure to
achieve and maintain high manufacturing standards, including the incidence of manufacturing errors, could result in
patient injury or death, product recalls or withdrawals, delays or failures in product testing or delivery, cost overruns
or other problems that could seriously harm our business. Contract manufacturers and partners often encounter
difficulties involving production yields, quality control and quality assurance, as well as shortages of qualified
personnel. These manufacturers and partners are subject to ongoing periodic unannounced inspection by the FDA and
corresponding state agencies to ensure strict compliance with current Good Manufacturing Practice and other
applicable government regulations and corresponding foreign standards; however, we do not have control over
third-party compliance with these regulations and standards. If any of our manufacturers or partners fails to maintain
compliance, the production of our products could be interrupted, resulting in delays, additional costs and potentially
lost revenues.

In addition, if the FDA or other regulatory agencies approve any of our product candidates for commercial sale, we
will need to manufacture them in larger quantities. Significant scale-up of manufacturing will require validation
studies, which the FDA must review and approve. If we are unable to successfully increase the manufacturing
capacity for a product, the regulatory approval or commercial launch of any drugs may be delayed or there may be a
shortage in supply and our business may be harmed as a result.
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If third party vendors upon whom we intend to rely to conduct our preclinical studies or clinical trials do not
perform, or fail to comply with strict regulations, the studies or trials of our product candidate may be delayed,
terminated, or fail, or we could incur significant additional expenses, which could materially harm our business.

        We have limited resources dedicated to designing, conducting and managing preclinical studies and clinical
trials. We intend to rely on third parties, including clinical research organizations, consultants and principal
investigators, to assist us in designing, managing, monitoring and conducting our preclinical studies and clinical trials.
We intend to rely on these vendors and individuals to perform many facets of the drug development process, including
certain preclinical studies, the recruitment of sites and patients for participation in our clinical trials, maintenance of
good relations with the clinical sites, and ensuring that these sites are conducting our trials in compliance with the trial
protocol and applicable regulations. If these third parties fail to perform satisfactorily, or do not adequately fulfill their
obligations under the terms of our agreements with them, we may not be able to enter into alternative arrangements
without undue delay or additional expenditures, and therefore the preclinical studies and clinical trials of our product
candidate may be delayed or prove unsuccessful. Further, the FDA may inspect some of the clinical sites participating
in our clinical trials in the U.S., or our third-party vendors’ sites, to determine if our clinical trials are being conducted
according to Good Clinical Practices or GCPs. If we or the FDA determine that our third-party vendors are not in
compliance with, or have not conducted our clinical trials according to, applicable regulations we may be forced to
delay, repeat or terminate such clinical trials.

We depend on skilled and experienced personnel to operate our business effectively. If we are unable to recruit,
hire and retain these employees, our ability to manage and expand our business will be harmed, which would
impair our future revenue and profitability.

Our success largely depends on the skills, experience and efforts of our officers, especially our Chief Executive
Officer, Chief Financial Officer, Senior Vice President, Ophthalmology, Senior Vice President, Advanced Wound
Care, Senior Vice President of Product Development, Vice President of Medical Affairs, Senior Vice President,
Business Development and other key employees. The efforts of each of these persons is critical to us as we continue to
develop our technologies and as we attempt to transition into a company with commercial products. Any of our
officers and other key employees may terminate their employment at any time. The loss of any of our senior
management team members could weaken our management expertise and harm our ability to compete effectively,
develop our technologies and implement our business strategies.

Our ability to retain our skilled labor force and our success in attracting and hiring new skilled employees will be a
critical factor in determining whether we will be successful in the future. Our research and development programs and
collaborations depend on our ability to attract and retain highly skilled scientists and technicians. We may not be able
to attract or retain qualified scientists and technicians in the future due to the intense competition for qualified
personnel among life science businesses, particularly in the San Francisco Bay Area. We also face competition from
universities and public and private research institutions in recruiting and retaining highly qualified scientific
personnel. We have also encountered difficulties in recruiting qualified personnel from outside the San Francisco Bay
Area, due to the high housing costs in the area.
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If we grow and fail to manage our growth effectively, we may be unable to execute our business plan.

Our future growth, if any, may cause a significant strain on our management, and our operational, financial and other
resources. Our ability to grow and manage our growth effectively will require us to implement and improve our
operational, financial and management information systems and to expand, train, manage and motivate our
employees. These demands may require the hiring of additional management personnel and the development of
additional expertise by management. Any increase in resources devoted to research and product development without
a corresponding increase in our operational, financial and management information systems could have a material
adverse effect on our business, financial condition, and results of operations.
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If our facilities become inoperable, we will be unable to perform our research and development activities, fulfill the
requirements under our collaboration agreement and continue developing products and, as a result, our business
will be harmed.

We do not have redundant laboratory facilities. We perform substantially all of our research, development and testing
in our laboratory located in Emeryville, California. Emeryville is situated on or near active earthquake fault lines. Our
facility and the equipment we use to perform our research, development and testing would be costly to replace and
could require substantial lead time to repair or replace. The facility may be harmed or rendered inoperable by natural
or man-made disasters, including earthquakes, flooding and power outages, which may render it difficult or
impossible for us to perform our research, development and testing for some period of time. The inability to perform
our research and development activities may result in the loss of partners or harm our reputation, and we may be
unable to regain those partnerships in the future. Our insurance coverage for damage to our property and the
disruption of our business may not be sufficient to cover all of our potential losses, including the loss of time as well
as the costs of lost opportunities, and may not continue to be available to us on acceptable terms, or at all.

Obtaining regulatory approval in the United States does not ensure we will obtain regulatory approval in other
countries.

We will aim to obtain regulatory approval in the U.S. as well as in other countries. To obtain regulatory approval to
market our proposed products outside of the U.S., we and any collaborator must comply with numerous and varying
regulatory requirements in other countries regarding safety and efficacy. Approval procedures vary among countries
and can involve additional product testing and additional administrative review periods. The time required to obtain
approval in other countries might differ significantly from that required to obtain FDA approval. The regulatory
approval process in other countries includes all of the risk associated with FDA approval as well as additional,
presently unanticipated risks. Regulatory approval in one country does not ensure regulatory approval in another, but a
failure or delay in obtaining regulatory approval in one country may negatively impact the regulatory process in
others. Failure to obtain regulatory approval in other countries or any delay or setback in obtaining such approval
could have the same adverse effects associated with regulatory approval in the U.S., including the risk that our product
candidates may not be approved for all indications requested and that such approval may be subject to limitations on
the indicated uses for which the product may be marketed. In addition, failure to comply with applicable regulatory
requirements in other countries can result in, among other things, warning letters, fines, injunctions, civil penalties,
recall or seizure of products, total or partial suspension of production, refusal of the government to renew marketing
applications and criminal prosecution.

If we are unable to design, conduct and complete clinical trials successfully, we will not be able to obtain
regulatory approval for our products.
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To obtain FDA approval for our drug product candidates, we must submit to the FDA a New Drug Application, or
NDA, demonstrating that the product candidate is safe and effective for its intended use. This demonstration requires
significant research and animal tests, which are referred to as preclinical studies, as well as human tests, which are
referred to as clinical trials.

Any clinical trials we conduct or that are conducted by our partners may not demonstrate the safety or efficacy of our
product candidates. Success in pre-clinical testing and early clinical trials does not ensure that later clinical trials will
be successful. Results of later clinical trials may not replicate the results of prior clinical trials and pre-clinical testing.
Even if the results of one or more of our clinical trials are positive, we may have to commit substantial time and
additional resources to conducting further preclinical studies or clinical trials before we can submit NDAs or obtain
FDA approvals for our product candidates, and positive results of a clinical trial may not be replicated in subsequent
trials.

Clinical trials are very expensive and difficult to design and implement. The clinical trial process is also
time-consuming. Furthermore, if participating patients in clinical studies suffer drug-related adverse reactions during
the course of such trials, or if we or the FDA believe that participating patients are being exposed to unacceptable
health risks, we will have to suspend or terminate our clinical trials. Failure can occur at any stage of the trials, and we
could encounter problems that cause us to abandon clinical trials or to repeat clinical studies. Further, because our
product candidates are all in the same class of compounds, failure in one clinical trial may cause us or our partners to
have to suspend or terminate other clinical trials. For example, if toxicity issues were to arise in one clinical trial, it
could indicate that all of our product candidates have toxicity issues. 
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In addition, the completion of clinical trials can be delayed by numerous factors, including:

●delays in identifying and agreeing on acceptable terms with prospective clinical trial sites;

●slower than expected rates of patient recruitment and enrollment;

●increases in time required to complete monitoring of patients during or after participation in a trial; and

●unexpected need for additional patient-related data.

Any of these delays, if significant, could impact the timing, approval and commercialization of our product candidates
and could significantly increase our overall costs of drug development.

Even if our clinical trials are completed as planned, their results may not support our expectations or intended
marketing claims. The clinical trials process may fail to demonstrate that our products are safe and effective for
indicated uses. Such failure would cause us to abandon a product candidate for some indications and could delay
development of other product candidates.

Government agencies may establish usage guidelines that directly apply to our proposed products or change
legislation or regulations to which we are subject.

Government usage guidelines typically address matters such as usage and dose, among other factors. Application of
these guidelines could limit the use of products that we may develop. In addition there can be no assurance that
government regulations applicable to our proposed products or the interpretation thereof will not change and thereby
prevent the marketing of some or all of our products for a period of time or permanently. The FDA’s policies may
change and additional government regulations may be enacted that could prevent or delay regulatory approval of our
product candidates. We cannot predict the likelihood, nature or extent of adverse government regulation that may arise
from future legislation or administrative action, either in the U.S. or in other countries.

Our product candidates may be classified as a drug or a medical device, depending on the mechanism of action or
indication for use and prior precedent, and a change in the classification may have an adverse impact on our
revenues or our ability to obtain necessary regulatory approvals.

Several potential indications for our product candidates may be regulated under the medical device regulations of the
FDA administered by the Center for Devices and Radiological Health and the same physical product may be regulated
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by the FDA’s Center for Drug Evaluation and Research for another indication. Alternatively the products could be
classified as combination products, in which case both the device and drug centers jointly review the submission. The
products may be designated by the FDA as a drug or a medical device depending upon the regulatory definition of a
drug and a device, their primary mode of action and the indications for use or product claims.

The use of i-Lid Cleanser, CelleRx and NeutroPhase as a solution for cleansing eye lids and lashes, skin and debriding
wounds was cleared as a medical device. The determination as to whether a particular indication is considered a drug
or a device is also based in part upon precedent. A reclassification by the FDA of an indication from a device to a drug
indication during our development or post-commercialization for that indication could have a significant adverse
impact due to the more rigorous and lengthy approval process required for drugs, as compared to medical devices.
Such a change in classification can significantly increase development costs and prolong the time for development and
approval, thus delaying revenues. A reclassification of an indication after approval from a drug to a device could result
in a change in classification for reimbursement. In many cases, reimbursement for devices is significantly lower than
for drugs and there could be a significant negative impact on our revenues.
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We and our collaborators are and will be subject to ongoing FDA obligations and continued regulatory review,
such as continued safety reporting requirements, and we and our collaborators may also be subject to additional
FDA post-marketing obligations or new regulations, all of which may result in significant expense and which may
limit our ability to commercialize our medical device and drug products and candidates.

Any regulatory approvals that we receive may also be subject to limitations on the indicated uses for which the
product may be marketed or contain requirements for potentially costly post-marketing follow-up studies. The FDA
may require us to commit to perform lengthy Phase IV post-approval studies, for which we would have to expend
additional resources, which could have an adverse effect on our operating results and financial condition. In addition,
if the FDA approves any of our drug product candidates, the labeling, packaging, adverse event reporting, storage,
advertising, promotion and record keeping for the drug will be subject to extensive regulatory requirements. The
subsequent discovery of previously unknown problems with the drugs, including adverse events of unanticipated
severity or frequency, may result in restrictions on the marketing of the drugs or the withdrawal of the drugs from the
market. If we are not able to maintain regulatory compliance, we may be subject to fines, suspension or withdrawal of
regulatory approvals, product recalls, seizure of products, operating restrictions and criminal prosecution. Any of
these events could prevent us from marketing any products we may develop and our business could suffer.

Conducting clinical trials of our product candidates may expose us to expensive liability claims, and we may not be
able to maintain liability insurance on reasonable terms or at all.

The risk of clinical trial liability is inherent in the testing of pharmaceutical and medical device products. If we cannot
successfully defend ourselves against any clinical trial claims, we may incur substantial liabilities or be required to
limit or terminate testing of one or more of our product candidates. Our inability to obtain sufficient clinical trial
insurance at an acceptable cost to protect us against potential clinical trial claims could prevent or inhibit the
commercialization of our product candidates. Our current clinical trial insurance covers individual and aggregate
claims up to $5.0 million. This insurance may not cover all claims and we may not be able to obtain additional
insurance coverage at a reasonable cost, if at all, in the future. In addition, if our agreements with any future corporate
collaborators entitle us to indemnification against product liability losses and clinical trial liability, such
indemnification may not be available or adequate should any claim arise.

If we use biological and hazardous materials in a manner that causes injury, we could be liable for damages.
Compliance with environmental regulations can be expensive, and noncompliance with these regulations may
result in adverse publicity and potentially significant monetary damages and fines.

Our activities currently require the controlled use of potentially harmful biological materials and other hazardous
materials and chemicals and may in the future require the use of radioactive compounds. We cannot eliminate the risk
of accidental contamination or injury to employees or third parties from the use, storage, handling or disposal of these
materials. In the event of contamination or injury, we could be held liable for any resulting damages, and any liability
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could exceed our resources or any applicable insurance coverage we may have. Additionally, we are subject, on an
ongoing basis, to U.S. federal, state and local laws and regulations governing the use, storage, handling and disposal
of these materials and specified waste products. The cost of compliance with these laws and regulations might be
significant and could negatively affect our operating results. In addition, if more stringent laws and regulations are
adopted in the future, the costs of compliance with these new laws and regulations could be substantial or could
impose significant changes in our testing and production process.

The pharmaceutical and biopharmaceutical industries are characterized by patent litigation and any litigation or
claim against us may cause us to incur substantial costs, and could place a significant strain on our financial
resources, divert the attention of management from our business and harm our reputation.

There has been substantial litigation in the pharmaceutical and biopharmaceutical industries with respect to the
manufacture, use and sale of new products that are the subject of conflicting patent rights. For the most part, these
lawsuits relate to the validity, enforceability and infringement of patents. Generic companies are encouraged to
challenge the patents of pharmaceutical products in the United States because a successful challenger can obtain six
months of exclusivity as a generic product under the Hatch-Waxman Act. We expect that we will rely upon patents,
trade secrets, know-how, continuing technological innovations and licensing opportunities to develop and maintain
our competitive position and we may initiate claims to defend our intellectual property rights as a result. Other parties
may have issued patents or be issued patents that may prevent the sale of our products or know-how or require us to
license such patents and pay significant fees or royalties to produce our products. In addition, future patents may issue
to third parties which our technology may infringe. Because patent applications can take many years to issue, there
may be applications now pending of which we are unaware that may later result in issued patents that our products
may infringe.
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Intellectual property litigation, regardless of outcome, is expensive and time-consuming, could divert management’s
attention from our business and have a material negative effect on our business, operating results or financial
condition. If such a dispute were to be resolved against us, we may be required to pay substantial damages, including
treble damages and attorney’s fees if we were to be found to have willfully infringed a third party’s patent, to the party
claiming infringement, develop non-infringing technology, stop selling any products we develop, cease using
technology that contains the allegedly infringing intellectual property or enter into royalty or license agreements that
may not be available on acceptable or commercially practical terms, if at all. Our failure to develop non-infringing
technologies or license the proprietary rights on a timely basis could harm our business. Modification of any products
we develop or development of new products thereafter could require us to conduct additional clinical trials and to
revise our filings with the FDA and other regulatory bodies, which would be time-consuming and expensive. In
addition, parties making infringement claims may be able to obtain an injunction that would prevent us from selling
any products we develop, which could harm our business.

We may be subject to damages resulting from claims that we or our employees have wrongfully used or disclosed
alleged trade secrets of their former employers.

Some of our employees may have been previously employed at universities or other biotechnology or pharmaceutical
companies, including our competitors or potential competitors. Although no claims against us are currently pending,
we may be subject to claims that these employees or we have inadvertently or otherwise used or disclosed trade
secrets or other proprietary information of their former employers. Litigation may be necessary to defend against these
claims. Even if we are successful in defending against these claims, litigation could result in substantial costs and be a
distraction to management. If we fail in defending such claims, in addition to paying money damages, we may lose
valuable intellectual property rights or personnel. A loss of key research personnel or their work product could hamper
or prevent our ability to commercialize product candidates, which could severely harm our business.

If product liability lawsuits are brought against us, they could result in costly litigation and significant liabilities.

The product candidates we are developing or attempting to develop will, in most cases, undergo extensive clinical
testing and will require approval from the applicable regulatory authorities prior to sale. However, despite all
reasonable efforts to ensure safety, it is possible that we or our collaborators will sell products, including i-Lid
Cleanser and NeutroPhase, which are defective, to which patients react in an unexpected manner, or which are alleged
to have side effects. The manufacture and sale of such products may expose us to potential liability, and the industries
in which our products are likely to be sold have been subject to significant product liability litigation. Any claims,
with or without merit, could result in costly litigation, reduced sales, significant liabilities and diversion of our
management’s time and attention and could have a material adverse effect on our financial condition, business and
results of operations.
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If a product liability claim is brought against us, we may be required to pay legal and other expenses to defend the
claim and, if the claim is successful, damage awards may not be covered, in whole or in part, by our insurance. We
may not have sufficient capital resources to pay a judgment, in which case our creditors could levy against our assets.
We may also be obligated to indemnify our collaborators and make payments to other parties with respect to product
liability damages and claims. Defending any product liability claims, or indemnifying others against those claims,
could require us to expend significant financial and managerial resources.
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Failure to obtain sufficient quantities of products and substances necessary for research and development,
pre-clinical studies, human clinical trials and product commercialization that are of acceptable quality at
reasonable prices or at all could constrain our product development and have a material adverse effect on our
business.

We have relied and will continue to rely on contract manufacturers for the foreseeable future to produce quantities of
products and substances necessary for research and development, pre-clinical trials, human clinical trials and product
commercialization. It will be important to us that such products and substances can be manufactured at a cost and in
quantities necessary to make them commercially viable. We have not attempted to identify, and do not know whether
there will be, any third party manufacturers which will be able to meet our needs with respect to timing, quantity and
quality for commercial production. In addition, if we are unable to contract for a sufficient supply or required products
and substances on acceptable terms, or if we should encounter delays or difficulties in our relationships with
manufacturers, our research and development, pre-clinical and clinical testing would be delayed, thereby delaying the
submission of product candidates for regulatory approval or the market introduction and subsequent sales of products.
Any such delay may have a material adverse effect on our business, financial condition and results of operations.

Because our clinical development activities rely heavily on sensitive and personal information, an area which is
highly regulated by privacy laws, we may not be able to generate, maintain or access essential patient samples or
data to continue our research and development efforts in the future on reasonable terms and conditions, which
may adversely affect our business.

As a result of our clinical development, we will have access to very sensitive data regarding the patients enrolled in
our clinical trials. This data will contain information that is personal in nature. The maintenance of this data is subject
to certain privacy-related laws, which impose upon us administrative and financial burdens, and litigation risks. For
instance, the rules promulgated by the Department of Health and Human Services under the Health Insurance
Portability and Accountability Act, or HIPAA, creates national standards to protect patients’ medical records and other
personal information in the U.S. These rules require that healthcare providers and other covered entities obtain written
authorizations from patients prior to disclosing protected health care information of the patient to companies like
NovaBay. If the patient fails to execute an authorization or the authorization fails to contain all required provisions,
then we will not be allowed access to the patient’s information and our research efforts can be substantially delayed.
Furthermore, use of protected health information that is provided to us pursuant to a valid patient authorization is
subject to the limits set forth in the authorization (i.e., for use in research and in submissions to regulatory authorities
for product approvals). As such, we are required to implement policies, procedures and reasonable and appropriate
security measures to protect individually identifiable health information we receive from covered entities, and to
ensure such information is used only as authorized by the patient. Any violations of these rules by us could subject us
to civil and criminal penalties and adverse publicity, and could harm our ability to initiate and complete clinical
studies required to support regulatory applications for our proposed products. In addition, HIPAA does not replace
federal, state, or other laws that may grant individuals even greater privacy protections. We can provide no assurance
that future legislation will not prevent us from generating or maintaining personal data or that patients will consent to
the use of their personal information, either of which may prevent us from undertaking or publishing essential
research. These burdens or risks may prove too great for us to reasonably bear, and may adversely affect our ability to
function profitably in the future.
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We may be subject to fines, penalties, injunctions and other sanctions if we are deemed to be promoting the use of
our products for non-FDA-approved, or off-label, uses.

Our business and future growth depend on the development, use and ultimate sale of products that are subject to FDA
regulation, clearance and approval. Under the U.S. Federal Food, Drug, and Cosmetic Act and other laws, we are
prohibited from promoting our products for off-label uses. This means that we may not make claims about the safety
or effectiveness of our products and may not proactively discuss or provide information on the use of our products,
except as allowed by the FDA.

There is a risk that the FDA or other federal or state law enforcement authorities could determine that the nature and
scope of our sales and marketing activities may constitute the promotion of our products for a non-FDA-approved use
in violation of applicable law. We also face the risk that the FDA or other regulatory authorities might pursue
enforcement based on past activities that we have discontinued or changed, including sales activities, arrangements
with institutions and doctors, educational and training programs and other activities.

Government investigations concerning the promotion of off-label uses and related issues are typically expensive,
disruptive and burdensome and generate negative publicity. If our promotional activities are found to be in violation
of applicable law or if we agree to a settlement in connection with an enforcement action, we would likely face
significant fines and penalties and would likely be required to substantially change our sales, promotion, grant and
educational activities. In addition, were any enforcement actions against us or our senior officers to arise, we could be
excluded from participation in U.S. government healthcare programs such as Medicare and Medicaid.
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If we are unable to protect our intellectual property, our competitors could develop and market products similar to
ours that may reduce demand for our products.

Our success, competitive position and potential future revenues will depend in significant part on our ability to protect
our intellectual property. We rely on the patent, trademark, copyright and trade secret laws of the U.S. and other
countries, as well as confidentiality and nondisclosure agreements, to protect our intellectual property rights. We
apply for patents covering our technologies as we deem appropriate.

We aggressively protect and enforce our patent rights worldwide. As of October 16, 2014, we hold 74 patents in
various jurisdictions worldwide with 50 more patents pending. However, certain risks remain. There is no assurance
that patents will issue from any of our applications or, for those patents we have or that do issue, that the claims will
be sufficiently broad to protect our proprietary rights, or that it will be economically possible to pursue sufficient
numbers of patents to afford significant protection. For example, we do not have any composition of matter patent
directed to the i-Lid Cleanser, CelleRx or NeutroPhase composition. This relatively weak patent portfolio leaves us
vulnerable to competitors who wish to compete in the same market place with similar products. If a potential
competitor introduces a similar method of using i-Lid Cleanser, CelleRx or NeutroPhase with a similar composition
that does not fall within the scope of the method of treatment claims, then we or a potential marketing partner would
be unable to rely on the allowed claims to protect its market position for the method of using the i-Lid Cleanser,
CelleRx or NeutroPhase composition, and any revenues arising from such protection would be adversely impacted.

In addition, there is no assurance that any patents issued to us or licensed or assigned to us by third parties will not be
challenged, invalidated, found unenforceable or circumvented, or that the rights granted there under will provide
competitive advantages to us. If we or our collaborators or licensors fail to file, prosecute or maintain certain patents,
our competitors could market products that contain features and clinical benefits similar to those of any products we
develop, and demand for our products could decline as a result. Further, although we have taken steps to protect our
intellectual property and proprietary technology, third parties may be able to design around our patents or, if they do
infringe upon our technology, we may not be successful or have sufficient resources in pursuing a claim of
infringement against those third parties. Any pursuit of an infringement claim by us may involve substantial expense
and diversion of management attention.

We also rely on trade secrets and proprietary know-how that we seek to protect by confidentiality agreements with our
employees, consultants and collaborators. If these agreements are not enforceable, or are breached, we may not have
adequate remedies for any breach, and our trade secrets and proprietary know-how may become known or be
independently discovered by competitors.

We operate in the State of California. The laws of the State prevent us from imposing a delay before an employee who
may have access to trade secrets and proprietary know-how can commence employment with a competing company.
Although we may be able to pursue legal action against competitive companies improperly using our proprietary
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information, we may not be aware of any use of our trade secrets and proprietary know-how until after significant
damage has been done to our company.

Furthermore, the laws of foreign countries may not protect our intellectual property rights to the same extent as the
laws of the U.S. If our intellectual property does not provide significant protection against foreign or domestic
competition, our competitors, including generic manufacturers, could compete more directly with us, which could
result in a decrease in our market share. All of these factors may harm our competitive position.

If our competitors develop products similar to i-Lid Cleanser, CelleRx or NeutroPhase, we may need to modify or
alter our business strategy, which may delay the achievement of our goals.

Competitors may develop products with similar characteristics to i-Lid Cleanser, CelleRx or NeutroPhase. Such
similar products marketed by larger competitors can hinder our efforts to penetrate the market. As a result, we may be
forced to modify or alter our business and regulatory strategy and sales and marketing plans, as a response to changes
in the market, competition and technology limitations, among others. Such modifications may pose additional delays
in achieving our goals.
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If bacteria develop resistance to Aganocide compounds, i-Lid Cleanser, CelleRx or NeutroPhase, our potential
revenues could be significantly reduced.

Based on our understanding of the hypothesis of the mechanism of action of our Aganocide compounds and i-Lid
Cleanser, CelleRx or NeutroPhase, we do not expect bacteria to be able to develop resistance to either of these
compounds. However, we cannot assure you that one or more strains of bacteria will not develop resistance to our
compounds, either because our hypothesis of the mechanism of action is incorrect or because a strain of bacteria
undergoes some unforeseen genetic mutation that permits it to survive. Since we expect lack of resistance to be a
major factor in the commercialization of our product candidates, the discovery of such resistance would have a major
adverse impact on the acceptability and potential sales of our products.

If physicians and patients do not accept and use our products, we will not achieve sufficient product revenues and
our business will suffer.

Even if the FDA approves product candidates that we develop, physicians and patients may not accept and use them.
Acceptance and use of our products may depend on a number of factors including:

●perceptions by members of the healthcare community, including physicians, about the safety and effectiveness of
our products;

●published studies demonstrating the cost-effectiveness of our products relative to competing products;

●availability of reimbursement for our products from government or healthcare payers; and

●effectiveness of marketing and distribution efforts by us and our licensees and distributors, if any.

The failure of any of our products to find market acceptance would harm our business and could require us to seek
additional financing.

If we are unable to develop our own sales, marketing and distribution capabilities, or if we are not successful in
contracting with third parties for these services on favorable terms, or at all, revenues from any products we
develop could be disappointing.

We currently have limited sales, marketing and distribution capabilities. To commercialize i-Lid Cleanser, CelleRx,
NeutroPhase, or any other product candidate that may be approved by the FDA, we will either have to develop such
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capabilities internally or collaborate with third parties that can perform these services for us, such as PDI, Inc.,
Principle Business Enterprises in the U.S. and Pioneer Pharma Co. Ltd. in China. In the process of commercializing
our products, we may not be able to hire the necessary experienced personnel and build sales, marketing and
distribution operations which are capable of successfully launching new products and generating sufficient product
revenues. In addition, establishing such operations will take time and involve significant expense.

If we decide to enter into co-promotion or other licensing arrangements with third parties, we may be unable to
identify acceptable partners because the number of potential partners is limited and because of competition from
others for similar alliances with potential partners. Even if we are able to identify one or more acceptable partners, we
may not be able to enter into any partnering arrangements on favorable terms, or at all. If we enter into any partnering
arrangements, our revenues are likely to be lower than if we marketed and sold our products ourselves.

In addition, any revenues we receive would depend upon our partners’ efforts which may not be adequate due to lack
of attention or resource commitments, management turnover, and change of strategic focus, further business
combinations or other factors outside of our control. Depending upon the terms of our agreements, the remedies we
have against an under-performing partner may be limited. If we were to terminate the relationship, it may be difficult
or impossible to find a replacement partner on acceptable terms, or at all.
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If we cannot compete successfully for market share against other companies, we may not achieve sufficient product
revenues and our business will suffer.

The market for our products and product candidates is characterized by intense competition and rapid technological
advances. If our product candidates receive FDA approval and are launched they will compete with a number of
existing and future drugs, devices and therapies developed, manufactured and marketed by others. Existing or future
competing products may provide greater therapeutic convenience or clinical or other benefits for a specific indication
than our products, or may offer comparable performance at a lower cost. If our products are unable to capture and
maintain market share, we may not achieve sufficient product revenues and our business will suffer.

We will compete for market share against fully integrated pharmaceutical and medical device companies or other
companies that develop products independently or collaborate with larger pharmaceutical companies, academic
institutions, government agencies and other public and private research organizations. In addition, many of these
competitors, either alone or together with their collaborative partners, have substantially greater capital resources,
larger research and development staffs and facilities, and greater financial resources than we do, as well as
significantly greater experience in:

●developing drugs and devices;

●conducting preclinical testing and human clinical trials;

●obtaining FDA and other regulatory approvals of product candidates;

●formulating and manufacturing products; and

●launching, marketing, distributing and selling products.

Our competitors may:

●develop and patent processes or products earlier than we will;

●develop and commercialize products that are less expensive or more efficient than any products that we may
develop;

●obtain regulatory approvals for competing products more rapidly than we will; and

●improve upon existing technological approaches or develop new or different approaches that render any technology
or products we develop obsolete or uncompetitive.
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We cannot assure you that our competitors will not succeed in developing technologies and products that are more
effective than any developed by us or that would render our technologies and any products we develop obsolete. If we
are unable to compete successfully against current or future competitors, we may be unable to obtain market
acceptance for any product candidates that we create, which could prevent us from generating revenues or achieving
profitability and could cause the market price of our common stock to decline.

Our ability to generate revenues from our current products and any products we develop will be diminished if we
fail to obtain acceptable prices or an adequate level of reimbursement for our products from healthcare payers.

Our ability to commercialize our product candidates will depend, in part, on the extent to which health insurers,
government authorities and other third-party payers will reimburse the costs of products which may be developed by
us or our partners. We expect that a portion of our economic return from partnering arrangements with pharmaceutical
companies and other collaborators will be derived from royalties, fees or other revenues linked to final sales of
products that we or our partners develop. Newly-approved pharmaceuticals and other products which are developed
by us or our partners will not necessarily be reimbursed by third-party payers or may not be reimbursed at levels
sufficient to generate significant sales. Government and other third-party payers are increasingly attempting to contain
health care costs by limiting both coverage and the level of reimbursement for new drugs or medical devices. Cost
control initiatives such as these could adversely affect our or our collaborators’ ability to commercialize products. In
addition, real or anticipated cost control initiatives for final products may reduce the willingness of pharmaceutical
companies or other potential partners to collaborate with us on the development of new products.
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Significant uncertainty exists as to the reimbursement status of newly-approved healthcare products. Healthcare
payers, including Medicare, health maintenance organizations and managed care organizations, are challenging the
prices charged for medical products or are seeking pharmacoeconomic data to justify formulary acceptance and
reimbursement practices. We currently have not generated pharmacoeconomic data on any of our product candidates.
Government and other healthcare payers increasingly are attempting to contain healthcare costs by limiting both
coverage and the level of reimbursement for drugs and medical devices, and by refusing, in some cases, to provide
coverage for uses of approved products for disease indications for which the FDA has or has not granted labeling
approval. Adequate third-party insurance coverage may not be available to patients for any products we discover and
develop, alone or with collaborators. If government and other healthcare payers do not provide adequate coverage and
reimbursement levels for our products, market acceptance of our product candidates could be limited.

Risks Relating to Owning Our Common Stock

The price of our common stock may fluctuate substantially, which may result in losses to our stockholders.

The stock prices of many companies in the pharmaceutical and biotechnology industry have generally experienced
wide fluctuations, which are often unrelated to the operating performance of those companies. The market price of our
common stock is likely to be volatile and could fluctuate in response to, among other things:

●the results of preclinical or clinical trials relating to our product candidates;

●the announcement of new products by us or our competitors;

●announcement of partnering arrangements by us or our competitors;

●quarterly variations in our or our competitors’ results of operations;

●announcements by us related to litigation;

●changes in our earnings estimates, investors’ perceptions, recommendations by securities analysts or our failure to
achieve analysts’ earnings estimates;

●developments in our industry; and

●
general, economic and market conditions, including the recent volatility in the financial markets and decrease in
consumer confidence and other factors unrelated to our operating performance or the operating performance of our
competitors.

The volume of trading of our common stock may be low, leaving our common stock open to risk of high volatility.
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The number of shares of our common stock being traded may be very low. Any stockholder wishing to sell his/her
stock may cause a significant fluctuation in the price of our stock. In addition, low trading volume of a stock increases
the possibility that, despite rules against such activity, the price of the stock may be manipulated by persons acting in
their own self-interest. We may not have adequate market makers and market making activity to prevent
manipulation.
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Our limited operating history may make it difficult for you to evaluate our business and to assess our future
viability.

Our operations to date have been limited to organizing and staffing our company, developing our technology,
researching and developing our compounds, and conducting preclinical studies and early-stage clinical trials of our
compounds. We have not demonstrated the ability to succeed in achieving clinical endpoints, obtain regulatory
approvals, formulate and manufacture products on a commercial scale or conduct sales and marketing activities.
Consequently, any predictions you make about our future success or viability are unlikely to be as accurate as they
could be if we had a longer operating history.

Our amended and restated certificate of incorporation and bylaws and Delaware law, contain provisions that could
discourage a third party from making a takeover offer that is beneficial to our stockholders.

Anti-takeover provisions of our amended and restated certificate of incorporation, amended and restated bylaws and
Delaware law may have the effect of deterring or delaying attempts by our stockholders to remove or replace
management, engage in proxy contests and effect changes in control. The provisions of our charter documents
include:

●a classified board so that only one of the three classes of directors on our Board of Directors is elected each year;

●elimination of cumulative voting in the election of directors;

●procedures for advance notification of stockholder nominations and proposals;

●the ability of our Board of Directors to amend our bylaws without stockholder approval; and

●
the ability of our Board of Directors to issue up to 5,000,000 shares of preferred stock without stockholder approval
upon the terms and conditions and with the rights, privileges and preferences as our Board of Directors may
determine.

In addition, as a Delaware corporation, we are subject to the Delaware General Corporation Law, which includes
provisions that may have the effect of deterring hostile takeovers or delaying or preventing changes in control or
management of our company. Provisions of the Delaware General Corporation Law could make it more difficult for a
third party to acquire a majority of our outstanding voting stock by discouraging a hostile bid, or delaying, preventing
or deterring a merger, acquisition or tender offer in which our stockholders could receive a premium for their shares,
or effect a proxy contest for control of NovaBay or other changes in our management.
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We have not paid dividends in the past and do not expect to pay dividends in the future, and any return on
investment may be limited to the value of our stock.

We have never paid cash dividends on our common stock and do not anticipate paying cash dividends on our common
stock in the foreseeable future. The payment of dividends on our common stock will depend on our earnings, financial
condition and other business and economic factors affecting us at such time as our Board of Directors may consider
relevant. If we do not pay dividends, you will experience a return on your investment in our shares only if our stock
price appreciates. We cannot assure you that you will receive a return on your investment when you do sell your
shares or that you will not lose the entire amount of your investment.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

 Certain statements contained in this prospectus supplement and the accompanying prospectus, including the
documents incorporated by reference therein, related to the anticipated size of clinical trials, the anticipated timing of
initiation of clinical trials, the expected availability of clinical trial results, the sufficiency of our cash resources, the
estimated costs of clinical trials and the amounts of certain revenues and certain costs in comparison to prior years, or
that otherwise relate to future periods, are forward-looking statements within the meaning of Section 27A of the
Securities Act and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). The words
“believe,” “may,” “estimate,” “continue,” “anticipate,” “intend,” “expect,” “predict,” “potential” and similar expressions are intended to
identify forward-looking statements.  These statements are based on assumptions that may not prove accurate. Actual
results could differ materially from those anticipated due to certain risks inherent in the biotechnology industry and for
companies engaged in the development of new products in a regulated market. Among other things: we will need to
raise additional capital, and we may not be able to do so on acceptable terms or at all; we are an early stage company
with a history of losses and expect to incur net losses for the foreseeable future; we only have one marketable product
in the USA, and if we are unable to develop and obtain regulatory approval for other products we may never generate
significant product revenues; we will require substantial funds to continue development which may not be available;
we are substantially dependent on Galderma for the development and commercialization of NVC-422 for treating
impetigo; if our therapeutic product candidates do not receive regulatory approval, neither our third-party
collaborators, our contract manufacturers nor we will be able to manufacture and market them; and we have limited
experience in developing drugs and medical devices, and we may be unable to commercialize any of the products we
develop.  These and other risks, including those related to current economic and financial market conditions, are
described in more detail in “Risk Factors” above and the additional risk factors contained in our Reports. We undertake
no obligation to publicly update any forward-looking statements, regardless of any new information, future events or
other occurrences. We advise you, however, to consult any additional disclosures we make in our reports to the SEC
on Forms 10-K, 10-Q and 8-K.

USE OF PROCEEDS

 We may issue and sell shares of our common stock having aggregate sales proceeds of up to $10 million from time to
time. Because there is no minimum offering amount required as a condition to close this offering, the actual total
public offering amount, commissions and proceeds to us, if any, are not determinable at this time. We estimate that the
net proceeds from the sale of the shares of common stock that we are offering may be up to approximately
$9,525,000, after deducting Ascendiant’s commission and estimated offering expenses payable by us.

We currently intend to use the net proceeds from this offering for working capital and general corporate purposes,
including research and development, clinical trials, selling, and general and administrative expenses. As a result, our
management will retain broad discretion in the allocation and use of the net proceeds of this offering, and investors
will be relying on the judgment of our management with regard to the use of these net proceeds. Pending application
of the net proceeds for the purposes as described above, we expect to invest the net proceeds in short-term,
interest-bearing securities, investment grade securities, certificates of deposit, or direct or guaranteed obligations of
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the U.S. government.
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DILUTION

 Our net tangible book value as of June 30, 2014, was approximately $9,220,000, or $0.18 per share of common stock.
Net tangible book value per share is determined by dividing our total tangible assets, less total liabilities, by the
number of our shares of common stock outstanding as of June 30, 2014. Dilution in net tangible book value per share
represents the difference between the amount per share paid by purchasers of common stock in this offering and the
net tangible book value per share of our common stock immediately after this offering.  

After giving effect to the sale of the assumed 14,084,507 shares of our common stock in this offering at an assumed
public offering price of $0.71 per share, the last reported sale price of our common stock on the NYSE MKT on
October 15, 2014, and after deducting estimated offering commissions and offering expenses payable by us, our as
adjusted net tangible book value as of June 30, 2014, would have been approximately $18,745,000, or $0.29 per share.
This represents an immediate increase in net tangible book value of $0.11 per share to existing stockholders and
immediate dilution in net tangible book value of $0.39 per share to investors purchasing our common stock in this
offering at the assumed offering price. The following table illustrates this dilution on a per share basis:

Assumed offering price per share $ 0.71
Net tangible book value per share as of June 30, 2014 $ 0.18
Increase in net tangible book value per share attributable to this
offering $ 0.11

As adjusted net tangible book value per share after this offering $ 0.29
Dilution per share to investors purchasing common stock in this
offering $ 0.39

The foregoing table does not take into account further dilution to new investors that could occur upon the exercise of
outstanding options and warrants having a per share exercise price less than the per share offering price to the public
in this offering or upon the vesting of outstanding restricted stock units.

The above discussion and table are based on 50,779,057 shares of common stock issued and outstanding as of June
30, 2014, and excludes the following:

●shares of common stock issuable upon the exercise of stock options outstanding, of which there were 7,473,376
outstanding as of June 30, 2014, with a weighted average exercise price of $1.64 per share;
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●shares of common stock issuable upon the vesting of outstanding restricted stock units, of which there were 74,950
outstanding as of June 30, 2014;

●

shares of common stock issuable upon the exercise of warrants, of which there were warrants outstanding as of June
30, 2014, to purchase 1,225,000 shares of common stock at an exercise price of $2.75 per share, 3,465,505 shares of
common stock at an exercise price of $1.33 per share, 30,000 shares of common stock at an exercise price of $2.50
per share, 30,000 shares of common stock at an exercise price of $3.75 per share, and 1,400,000 shares of common
stock at an exercise price of $1.56 per share, and 15,000 shares of common stock at an exercise price of $2.50 per
share; and

●1,313,995 common stock not subject to stock awards and reserved for issuance under our equity incentive plans.
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In addition, we may choose to raise additional capital due to market conditions or strategic considerations even if we
believe we have sufficient funds for our current or future operating plans. To the extent that additional capital is raised
through the sale of equity or convertible debt securities, the issuance of these securities could result in further dilution
to our stockholders.

DIVIDEND POLICY

We have not paid any dividends on our common stock to date and do not anticipate that we will pay dividends in the
foreseeable future. Any payment of cash dividends on our common stock in the future will be dependent upon the
amount of funds legally available, our earnings, if any, our financial condition, our anticipatedcapital requirements
and other factors that the Board of Directors may think are relevant. However, we currently intend for the foreseeable
future to follow a policy of retaining all of our earnings, if any, to finance the development and expansion of our
business and, therefore, do not expect to pay any dividends on our common stock in the foreseeable future.

PLAN OF DISTRIBUTION

We have entered into an At-the-Market Offering Agreement, or sales agreement, with Ascendiant Capital
Markets, LLC, or Ascendiant, under which we may issue and sell shares of our common stock having aggregate sales
proceeds of up to $10 million from time to time through Ascendiant acting as agent, subject to the limitation imposed
by General Instruction I.B.6. to Form S-3, as applicable. Ascendiant may sell the common stock by any method that is
deemed to be an “at-the-market” equity offering as defined in Rule 415 promulgated under the Securities Act including
sales made directly on or through the NYSE MKT or any other existing trading market for our common stock in the
United States or to or through a market maker. Under the terms of the sales agreement, we may also sell shares to
Ascendiant as principal for its own account. Ascendiant also may sell the common stock in privately negotiated
transactions.

Each time we wish to issue and sell common stock under the sales agreement, we will notify Ascendiant of the
maximum number of shares to be sold, the dates on which such sales are anticipated to be made and any minimum
price below which sales may not be made. Once we have so instructed Ascendiant, Ascendiant has agreed to use its
commercially reasonable efforts consistent with its normal trading and sales practices to sell such shares up to the
amount specified on such terms. The obligations of Ascendiant under the sales agreement to sell our common stock
are subject to a number of conditions that we must meet.

The Agent will provide written confirmation to us following the close of trading on the NYSE MKT following each
day in which shares of our common stock are sold under the sales agreement. Each confirmation will include the
number of shares sold on the day, the aggregate gross sales proceeds, the net proceeds to us, and the compensation
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payable by us to Ascendiant with respect to the sales. The settlement between us and Ascendiant is generally
anticipated to occur on the third trading day following the date on which the sale was made. Sales of our common
stock as contemplated in this prospectus supplement will be settled through the facilities of The Depository Trust
Company or by such other means as we and Ascendiant may agree. There is no arrangement for funds to be received
in an escrow, trust or similar arrangement.

We will pay Ascendiant a commission equal to 3% of the gross proceeds we receive from the sales of our common
stock. Because there is no minimum offering amount required as a condition of this offering, the actual total public
offering amount, commissions and proceeds to us, if any, are not determinable at this time. In connection with the sale
of the common stock on our behalf, Ascendiant will be deemed to be an “underwriter” within the meaning of the
Securities Act, and the compensation of Ascendiant will be deemed to be underwriting commissions or discounts. We
have also agreed to reimburse Ascendiant for its legal and due diligence expenses up to an aggregate amount not to
exceed $60,000, subject to compliance with FINRA Rule 5110(f)(2)(D)(i). We have agreed to provide indemnification
and contribution to Ascendiant with respect to certain civil liabilities, including liabilities under the Securities Act. We
estimate that the total expenses for the offering, excluding commissions payable to Ascendiant under the terms of the
sales agreement, will be approximately $175,000, including the expense reimbursement under the sales agreement.
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The offering of our common stock pursuant to the sales agreement will terminate upon the earliest of (i) the sale of all
of our common stock provided for in this prospectus supplement, (ii) termination of the sales agreement as permitted
therein or (iii) the two year anniversary of the date of the sales agreement. The sales agreement may be terminated by
us at any time upon five business days prior written notice to Ascendiant.

This summary of the material provisions of the sales agreement does not purport to be a complete statement of its
terms and conditions. A copy of the sales agreement is filed with the SEC and is incorporated by reference into the
registration statement of which this prospectus supplement is a part. See “Where You Can Find More Information”
below.

To the extent required by Regulation M, Ascendiant will not engage in any market making activities involving our
common stock while the offering is ongoing under this prospectus supplement.

LEGAL MATTERS

Certain legal matters with respect to the legality of the issuance of the shares of common stock offered by us will be
passed upon for us by Cooley LLP, Palo Alto, California. Ellenoff Grossman & Schole LLP, New York, New York, is
counsel for Ascendiant in connection with this offering.

EXPERTS

OUM & Co. LLP, independent registered public accounting firm, has audited our consolidated balance sheet as of
December 31, 2013 and 2012, and the related consolidated statements of operations, stockholders’ equity and cash
flows for the years then ended, and for the period from July 1, 2002 (inception) to December 31, 2013, included in our
Annual Report on Form 10-K for the year ended December 31, 2013, as set forth in their report, which is incorporated
by reference in this prospectus supplement and elsewhere in the registration statement of which this prospectus
supplement forms a part. Our financial statements are incorporated by reference in reliance on OUM & Co. LLP’s
report, given on their authority as experts in accounting and auditing.

Davidson & Company LLP, independent registered public accounting firm, has audited our consolidated statements of
operations, stockholders’ equity and cash flows for the year ended December 31, 2009, and for the period from July 1,
2002 (date of development stage inception) to December 31, 2009, included in our Annual Report on Form 10-K for
the year ended December 31, 2013, as set forth in their report, which is incorporated by reference in this prospectus
supplement and elsewhere in the registration statement of which this prospectus supplement forms a part. Our
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financial statements are incorporated by reference in reliance on Davidson & Company LLP’s report, given on their
authority as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the reporting requirements of the Exchange Act and file annual, quarterly and current reports, proxy
statements and other information with the SEC. You may read and copy these reports, proxy statements and other
information at the SEC’s public reference facilities at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. You
can request copies of these documents by writing to the SEC and paying a fee for the copying cost. Please call the
SEC at 1-800-SEC-0330 for more information about the operation of the public reference facilities. SEC filings are
also available at the SEC’s website at http://www.sec.gov.

 This prospectus supplement and the accompanying prospectus are only part of a registration statement on Form S-3
that we have filed with the SEC under the Securities Act and therefore omit certain information contained in the
registration statement. We have also filed exhibits and schedules with the registration statement that are excluded from
this prospectus supplement and the accompanying prospectus, and you should refer to the applicable exhibit or
schedule for a complete description of any statement referring to any contract or other document. You may inspect a
copy of the registration statement, including the exhibits and schedules, without charge, at the public reference room
or obtain a copy from the SEC upon payment of the fees prescribed by the SEC.
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We also maintain a website at http://www.novabay.com, through which you can access our SEC filings. The
information set forth on our website is not part of this prospectus supplement.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to “incorporate by reference” the information we file with the SEC. This permits us to disclose
important information to you by referring to these filed documents. Any information referred to in this way is
considered part of this prospectus supplement. The information incorporated by reference is an important part of this
prospectus supplement and the accompanying prospectus, and information that we file later with the SEC will
automatically update and supersede this information. We incorporate by reference the following documents that have
been filed with the SEC (other than information furnished under Item 2.02 or Item 7.01 of Form 8-K and all exhibits
related to such items): 

●our Annual Report on Form 10-K for the year ended December 31, 2013, filed with the SEC on March 6, 2014, as
amended by our Form 10-K/A filed with the SEC on March 14, 2014;

●our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2014, and June 30, 2014, filed with the SEC
on May 1, 2014, and July 31, 2014, respectively;

●
the information specifically incorporated by reference into our Annual Report on Form 10-K for the year ended
December 31, 2013, from our definitive proxy statement in connection with our 2014 Annual Meeting of
Stockholders which was filed with the SEC on April 25, 2014;

● our current reports on Form 8-K, filed with the SEC on January 9, 2014, March 20, 2014, April 18, 2014, and
June 4, 2014, and on Form 8-K/A filed with the SEC on January 22, 2014; and

●the description of our common stock in our registration statement on Form 8-A filed with the SEC on August 29,
2007, as updated by our Form 8-K filed with the SEC on June 29, 2010.

Any information in any of the foregoing documents will automatically be deemed to be modified or superseded to the
extent that information in this prospectus supplement and the accompanying prospectus or in a later filed document
that is incorporated or deemed to be incorporated herein by reference modifies or replaces such information.
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We also incorporate by reference any future filings (other than current reports furnished under Item 2.02 or Item 7.01
of Form 8-K and exhibits filed on such form that are related to such items) made with the SEC pursuant to Sections
13(a), 13(c), 14 or 15(d) of the Exchange Act after the date of this prospectus supplement and prior to the termination
of the offering of the securities made by this prospectus supplement and the accompanying prospectus. Information in
such future filings updates and supplements the information provided in this prospectus supplement and the
accompanying prospectus. Any statements in any such future filings will automatically be deemed to modify and
supersede any information in any document we previously filed with the SEC that is incorporated or deemed to be
incorporated herein by reference to the extent that statements in the later filed document modify or replace such earlier
statements.
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We will provide, upon written or oral request, without charge to each person, including any beneficial owner, to
whom a copy of this prospectus supplement and the accompanying prospectus is delivered, a copy of any or all of the
information incorporated herein by reference (exclusive of exhibits to such documents unless such exhibits are
specifically incorporated by reference herein). You may request in writing or orally a copy of these filings, at no cost,
by writing or telephoning us at the following address:

NovaBay Pharmaceuticals, Inc.

5980 Horton Street, Suite 550

Emeryville, CA  94608

(510) 899-8800

Attn:  Secretary
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Filed Pursuant to Rule 424(b)(5)

Registration No. 333-180460

Prospectus

$50,000,000

Common Stock

Preferred Stock

Debt Securities

Warrants

_____________________

From time to time, we may offer and sell up to $50,000,000 shares of any combination of our common stock,
preferred stock, debt securities or warrants described in this prospectus, either individually or in combination. We may
also offer common stock or preferred stock upon the conversion of debt securities, common stock upon the conversion
of preferred stock, or common stock, preferred stock or debt securities upon the exercise of warrants.

 We will provide the specific terms of these offerings and securities in one or more supplements to this prospectus. We
may also authorize one or more free writing prospectuses to be provided to you in connection with these offerings.
The prospectus supplement and any related free writing prospectus may also add, update or change information
contained in this prospectus. You should carefully read this prospectus, the applicable prospectus supplement and any
related free writing prospectus, as well as any documents incorporated by reference, before buying any of the
securities being offered.
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 Our common stock is listed on the NYSE Amex under the trading symbol “NBY.” On April 30, 2012, the last reported
sale price of our common stock was $1.29 per share. The applicable prospectus supplement will contain information,
where applicable, as to other listings, if any, on the NYSE Amex or other securities exchange of the securities covered
by the applicable prospectus supplement.   As of March 22, 2012, the aggregate market value of our outstanding
common stock held by non-affiliates is approximately $33,646,265 based on 28,916,562 shares of outstanding
common stock, of which approximately 24,739,901 shares are held by non-affiliates, and a per share price of $1.36
based on the closing sale price of our common stock on March 22, 2012.  As of the date hereof, we have offered
$9,905,936 of securities pursuant to General Instruction I.B.6 of Form S-3 during the prior 12 calendar month period
that ends on and includes the date hereof.

Investing in our securities involves a high degree of risk. You should review carefully the risks and uncertainties
described under the heading “Risk Factors” contained in the applicable prospectus supplement and in any free
writing prospectuses we have authorized for use in connection with a specific offering, and under similar headings
in the documents that are incorporated by reference into this prospectus.

This prospectus may not be used to consummate a sale of securities unless accompanied by a prospectus
supplement.

The securities may be sold directly by us to investors, through agents designated from time to time or to or through
underwriters or dealers, on a continuous or delayed basis. For additional information on the methods of sale, you
should refer to the section entitled “Plan of Distribution” in this prospectus. If any agents or underwriters are involved in
the sale of any securities with respect to which this prospectus is being delivered, the names of such agents or
underwriters and any applicable fees, commissions, discounts and over-allotment options will be set forth in a
prospectus supplement. The price to the public of such securities and the net proceeds we expect to receive from such
sale will also be set forth in a prospectus supplement.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

_____________________

The date of this prospectus is May 1, 2012.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-3 that we filed with the Securities and Exchange
Commission, or SEC, utilizing a “shelf” registration process. Under this shelf registration process, we may offer and
sell, either individually or in combination, in one or more offerings, up to a total dollar amount of $50,000,000 of any
combination of the securities described in this prospectus. This prospectus provides you with a general description of
the securities we may offer.

Each time we offer securities under this prospectus, we will provide a prospectus supplement that will contain more
specific information about the terms of that offering. We may also authorize one or more free writing prospectuses to
be provided to you that may contain material information relating to these offerings. The prospectus supplement and
any related free writing prospectus that we may authorize to be provided to you may also add, update or change any of
the information contained in this prospectus or in the documents that we have incorporated by reference into this
prospectus. We urge you to read carefully this prospectus, any applicable prospectus supplement and any free writing
prospectuses we have authorized for use in connection with a specific offering, together with the information
incorporated herein by reference as described under the heading “Incorporation of Certain Information by Reference,”
before buying any of the securities being offered.
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This prospectus may not be used to consummate a sale of securities unless it is accompanied by a prospectus
supplement.

You should rely only on the information contained in, or incorporated by reference into, this prospectus and any
applicable prospectus supplement, along with the information contained in any free writing prospectuses we have
authorized for use in connection with a specific offering. We have not authorized anyone to provide you with different
or additional information.  This prospectus is an offer to sell only the securities offered hereby, but only under
circumstances and in jurisdictions where it is lawful to do so.

The information appearing in this prospectus, any applicable prospectus supplement or any related free writing
prospectus is accurate only as of the date on the front of the document and that any information we have incorporated
by reference is accurate only as of the date of the document incorporated by reference, regardless of the time of
delivery of this prospectus, any applicable prospectus supplement or any related free writing prospectus, or any sale of
a security. Our business, financial condition, results of operations and prospects may have changed since those dates.

This prospectus contains summaries of certain provisions contained in some of the documents described herein, but
reference is made to the actual documents for complete information. All of the summaries are qualified in their
entirety by the actual documents. Copies of some of the documents referred to herein have been filed, will be filed or
will be incorporated by reference as exhibits to the registration statement of which this prospectus is a part, and you
may obtain copies of those documents as described below under the section entitled “Where You Can Find More
Information.”

This prospectus and the information incorporated herein by reference include trademarks, service marks and trade
names owned by us or other companies. All trademarks, service marks and trade names included or incorporated by
reference into this prospectus, any applicable prospectus supplement or any related free writing prospectus are the
property of their respective owners.

i
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PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere in this prospectus or incorporated by reference in
this prospectus, and does not contain all of the information that you need to consider in making your investment
decision. You should carefully read the entire prospectus, the applicable prospectus supplement and any related free
writing prospectus, including the risks of investing in our securities discussed under the heading “Risk Factors”
contained in the applicable prospectus supplement and any related free writing prospectus, and under similar
headings in the other documents that are incorporated by reference into this prospectus. You should also carefully
read the information incorporated by reference into this prospectus, including our financial statements, and the
exhibits to the registration statement of which this prospectus is a part.

NovaBay Pharmaceuticals, Inc.

Overview

NovaBay Pharmaceuticals is a clinical-stage biotechnology company focused on addressing the large unmet
therapeutic needs of the global anti-infective market with its two distinct categories of products. 

Aganocide® Compounds

NovaBay’s first-in-class Aganocide® compounds, led by NVC-422, are patented, synthetic molecules with a broad
spectrum of activity against bacteria, viruses and fungi.  Mimicking the mechanism of action that human white blood
cells use against infections, Aganocides possess a reduced likelihood that bacteria or viruses will be able to develop
resistance, which is critical for advanced anti-infectives.  Having demonstrated therapeutic proof-of-concept in three
Phase 2 clinical studies, these compounds are well suited to treat and prevent a wide range of local, non-systemic
infections.  NovaBay is currently focused in three large therapeutic markets:

●Dermatology - Partnered with Galderma, a leading dermatology company, the companies are developing a gel
formulation of NVC-422 for treating the highly contagious skin infection, impetigo.  Current product offerings give
rise to resistance and not effective against methicillin-resistant S. aureus, or MRSA.

●Ophthalmology - NovaBay is developing an eye drop formulation of NVC-422 for treating viral conjunctivitis, for
which there is currently no FDA-approved treatment.
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●Urology – NovaBay’s irrigation solution containing NVC-422 is currently in Phase 2 clinical studies, with the goal of
reducing the incidence of urinary catheter blockage and encrustation (UCBE) and the associated urinary tract
infections.

NeutroPhase®

NovaBay is also developing another class of molecule, NeutroPhase®, which is an FDA 510(k)-cleared product for
advanced wound care.  With a distinct mechanism of action from Aganocides, we believe that NeutroPhase is the only
patented pure hypochlorous acid solution available and has the potential to be best suited to treat the
six-million-patients in the U.S. who suffer from chronic non-healing wounds, such as pressure, venous stasis and
diabetic ulcers. 

NovaBay has begun securing commercial partnerships for NeutroPhase.  In January 2012, NovaBay announced it had
entered into a strategic marketing agreement with Pioneer Pharma Co., Ltd., or Pioneer Pharma, a Shanghai-based
company that markets high-end pharmaceutical products into China.

Risks Associated with our Business

Our business is subject to numerous risks, as described under the heading “Risk Factors” contained in the applicable
prospectus supplement and in any free writing prospectuses we have authorized for use in connection with a specific
offering, and under similar headings in the documents that are incorporated by reference into this prospectus.  

1
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These risks include the following, among others:

●Current worldwide economic conditions may limit our access to capital, adversely affect our business and financial
condition, as well as further decrease our stock price;

●We may be unable to raise additional capital on acceptable terms in the future which may in turn limit our ability to
develop and commercialize products and technologies;

●We are an early stage company with a history of losses, and expect that we will incur net losses in the future, and that
we may never achieve or maintain sustained profitability;

●We have limited data on the use of our products in humans and will need to perform costly and time consuming
clinical trials in order to bring our products to market;

●We currently do not have any marketable products, and if we are unable to develop and obtain regulatory approval for
products that we develop, we may never generate product revenues;

●We have limited experience in developing drugs and medical devices, and we may be unable to commercialize any of
the products we develop;

●Our current research collaboration with Galderma S.A. may fail, resulting in a decrease in funding and inhibition of
our ability to continue developing products;

●Our research collaboration with Alcon Manufacturing Ltd. (Alcon), an affiliate of Alcon, Inc.,  has ended, which will
result in a decrease in funding and may impede our ability to develop our Aganocide compounds for application in
connection with the eye, ear and sinus and for use in contact lens solutions unless we are able to enter into a new
collaboration with another collaboration partner;

●A key part of our business strategy is to establish collaborative relationships to commercialize and fund development
of our product candidates. We may not succeed in establishing and maintaining collaborative relationships, including
maintaining our strategic marketing agreement with Pioneer Pharma, which may significantly limit our ability to
develop and commercialize our products successfully, if at all; and

●If we are unable to protect our intellectual property, our competitors could develop and market products similar to
ours that may reduce demand for our products.

Company Information

We were incorporated under the laws of the State of California on January 19, 2000 as NovaCal Pharmaceuticals, Inc.,
and subsequently changed our name to NovaBay Pharmaceuticals, Inc.  In June 2010, we changed the state in which
we are incorporated, which we refer to as the Reincorporation, and are now incorporated under the laws of the State of
Delaware.
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Our corporate address is 5980 Horton Street, Suite 550, Emeryville, CA  94608, and our telephone number is (510)
899-8800.  Our website address is  www.novabaypharma.com. Information found on, or accessible through, our
website is not a part of, and is not incorporated into, this prospectus, and you should not consider it part of this
prospectus or part of any prospectus supplement. Our website address is included in this document as an inactive
textual reference only.

Unless the context requires otherwise, all references in this report to “we,” “our,” “us,” the “Company,” “NovaBay” and
“NovaBay Pharmaceuticals” refer to NovaBay Pharmaceuticals, Inc. and its subsidiaries, and with respect to NovaBay
Pharmaceuticals, Inc. refer to the California corporation prior to the date of the Reincorporation, and to the Delaware
corporation on and after the date of the Reincorporation.

2
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The Securities We May Offer

We may offer shares of our common stock and preferred stock, various series of debt securities and/or warrants to
purchase any of such securities, either individually or in combination, up to a total dollar amount of 50,000,000, from
time to time under this prospectus, together with the applicable prospectus supplement and any related free writing
prospectus, at prices and on terms to be determined by market conditions at the time of any offering. We may also
offer common stock, preferred stock and/or debt securities upon the exercise of warrants.  This prospectus provides
you with a general description of the securities we may offer. Each time we offer a type or series of securities under
this prospectus, we will provide a prospectus supplement that will describe the specific amounts, prices and other
important terms of the securities, including, to the extent applicable:

●designation or classification;

●aggregate principal amount or aggregate offering price;

●maturity date, if applicable;

●original issue discount, if any;

●rates and times of payment of interest or dividends, if any;

●redemption, conversion, exercise, exchange or sinking fund terms, if any;

●conversion or exchange prices or rates, if any, and, if applicable, any provisions for changes to or adjustments in the
conversion or exchange prices or rates and in the securities or other property receivable upon conversion or exchange;

●ranking;

●restrictive covenants, if any;

●voting or other rights, if any; and

●material or special U.S. federal income tax considerations, if any.

The applicable prospectus supplement and any related free writing prospectus that we may authorize to be provided to
you may also add, update or change any of the information contained in this prospectus or in the documents we have
incorporated by reference. However, no prospectus supplement or free writing prospectus will offer a security that is
not registered and described in this prospectus at the time of the effectiveness of the registration statement of which
this prospectus is a part.

THIS PROSPECTUS MAY NOT BE USED TO CONSUMMATE A SALE OF SECURITIES UNLESS IT IS
ACCOMPANIED BY A PROSPECTUS SUPPLEMENT.

Edgar Filing: NovaBay Pharmaceuticals, Inc. - Form 424B5

72



We may sell the securities directly to investors or to or through agents, underwriters or dealers. We, and our agents or
underwriters, reserve the right to accept or reject all or part of any proposed purchase of securities. If we do offer
securities to or through agents or underwriters, we will include in the applicable prospectus supplement:

●the names of those agents or underwriters;

●applicable fees, discounts and commissions to be paid to them;

●details regarding over-allotment options, if any; and

●the net proceeds to us.
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Common Stock. We may issue shares of our common stock from time to time. The holders of our common stock are
entitled to one vote for each share held of record on all matters submitted to a vote of stockholders. Subject to
preferences that may be applicable to any outstanding shares of preferred stock, the holders of common stock are
entitled to receive ratably such dividends as may be declared by our board of directors out of legally available funds.
Upon our liquidation, dissolution or winding up, holders of our common stock are entitled to share ratably in all assets
remaining after payment of liabilities and the liquidation preferences of any outstanding shares of preferred stock.
Holders of common stock have no preemptive rights and no right to convert their common stock into any other
securities. There are no redemption or sinking fund provisions applicable to our common stock.  In this prospectus, we
have summarized certain general features of the common stock under “Description of Capital Stock — Common stock.” 
We urge you, however, to read the applicable prospectus supplement (and any related free writing prospectus that we
may authorize to be provided to you) related to any common stock being offered.

Preferred Stock.    We may issue shares of our preferred stock from time to time, in one or more series. Our board of
directors will determine the designations, voting powers, preferences and rights of the preferred stock, as well as the
qualifications, limitations or restrictions thereof, including dividend rights, conversion rights, preemptive rights, terms
of redemption or repurchase, liquidation preferences, sinking fund terms and the number of shares constituting any
series or the designation of any series. Convertible preferred stock will be convertible into our common stock or
exchangeable for other securities. Conversion may be mandatory or at your option and would be at prescribed
conversion rates.

If we sell any series of preferred stock under this prospectus, we will fix the designations, voting powers, preferences
and rights of the preferred stock of each series we issue under this prospectus, as well as the qualifications, limitations
or restrictions thereof, in the certificate of designation relating to that series. We will file as an exhibit to the
registration statement of which this prospectus is a part, or will incorporate by reference from reports that we file with
the SEC, the form of any certificate of designation that contains the terms of the series of preferred stock we are
offering. In this prospectus, we have summarized certain general features of the preferred stock under “Description of
Capital Stock — Preferred stock.” We urge you, however, to read the applicable prospectus supplement (and any related
free writing prospectus that we may authorize to be provided to you) related to the series of preferred stock being
offered, as well as the complete certificate of designation that contains the terms of the applicable series of preferred
stock.

Debt Securities.   We may issue debt securities from time to time, in one or more series, as either senior or
subordinated debt or as senior or subordinated convertible debt. The senior debt securities will rank equally with any
other unsecured and unsubordinated debt. The subordinated debt securities will be subordinate and junior in right of
payment, to the extent and in the manner described in the instrument governing the debt, to all of our senior
indebtedness. Convertible debt securities will be convertible into or exchangeable for our common stock or other
securities. Conversion may be mandatory or at your option and would be at prescribed conversion rates.
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Any debt securities issued under this prospectus will be issued under one or more documents called indentures, which
are contracts between us and a national banking association or other eligible party, as trustee. In this prospectus, we
have summarized certain general features of the debt securities under “Description of Debt Securities”. We urge you,
however, to read the applicable prospectus supplement (and any free writing prospectus that we may authorize to be
provided to you) related to the series of debt securities being offered, as well as the complete indentures that contain
the terms of the debt securities. We have filed the form of indenture as an exhibit to the registration statement of
which this prospectus is a part, and supplemental indentures and forms of debt securities containing the terms of the
debt securities being offered will be filed as exhibits to the registration statement of which this prospectus is a part or
will be incorporated by reference from reports that we file with the SEC.
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Warrants.   We may issue warrants for the purchase of common stock, preferred stock and/or debt securities in one or
more series. We may issue warrants independently or in combination with common stock, preferred stock and/or debt
securities. In this prospectus, we have summarized certain general features of the warrants under “Description of
Warrants.” We urge you, however, to read the applicable prospectus supplement (and any related free writing
prospectus that we may authorize to be provided to you) related to the particular series of warrants being offered, as
well as any warrant agreements and warrant certificates that contain the terms of the warrants. We have filed forms of
the warrant agreements and forms of warrant certificates containing the terms of the warrants that may be offered as
exhibits to the registration statement of which this prospectus is a part. We will file as exhibits to the registration
statement of which this prospectus is a part, or will incorporate by reference from reports that we file with the SEC,
the form of warrant and/or the warrant agreement and warrant certificate, as applicable, that contain the terms of the
particular series of warrants we are offering, and any supplemental agreements, before the issuance of such warrants.

Any warrants issued under this prospectus may be evidenced by warrant certificates. Warrants also may be issued
under an applicable warrant agreement that we enter into with a warrant agent. We will indicate the name and address
of the warrant agent, if applicable, in the prospectus supplement relating to the particular series of warrants being
offered.

Use of Proceeds

Except as described in any applicable prospectus supplement or in any free writing prospectuses we have authorized
for use in connection with a specific offering, we currently intend to use the net proceeds from the sale of the
securities offered by us hereunder, if any, for working capital and general corporate purposes, including research and
development expenses, and selling, general and administrative expenses.  See “Use of Proceeds” in this prospectus.

NYSE Amex Listing

Our common stock is listed on the NYSE Amex under the symbol “NBY.”  The applicable prospectus supplement will
contain information, where applicable, as to other listings, if any, on the NYSE Amex or other securities exchange of
the securities covered by the applicable prospectus supplement.
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RISK FACTORS

Investing in our securities involves a high degree of risk.  Before deciding whether to invest in our securities, you
should consider carefully the risks and uncertainties described under the heading “Risk Factors” contained in the
applicable prospectus supplement and any related free writing prospectus, and discussed under the section entitled
“Risk Factors” contained in our most recent Annual Report on Form 10-K and in our most recent Quarterly Report on
Form 10-Q, as well as any amendments thereto reflected in subsequent filings with the SEC, which are incorporated
by reference into this prospectus in their entirety, together with other information in this prospectus, the documents
incorporated by reference and any free writing prospectus that we may authorize for use in connection with this
offering. The risks described in these documents are not the only ones we face, but those that we consider to be
material. There may be other unknown or unpredictable economic, business, competitive, regulatory or other factors
that could have material adverse effects on our future results. Past financial performance may not be a reliable
indicator of future performance, and historical trends should not be used to anticipate results or trends in future
periods. If any of these risks actually occurs, our business, financial condition, results of operations or cash flow could
be seriously harmed. This could cause the trading price of our common stock to decline, resulting in a loss of all or
part of your investment. Please also read carefully the section below entitled “Special Note Regarding
Forward-Looking Statements.” 

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents we have filed with the SEC that are incorporated by reference contain
“forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, or the
Securities Act, and Section 21E of the Securities Exchange Act of 1934, or the Exchange Act. These statements relate
to future events or to our future operating or financial performance and involve known and unknown risks,
uncertainties and other factors which may cause our actual results, performance or achievements to be materially
different from any future results, performances or achievements expressed or implied by the forward-looking
statements. Forward-looking statements may include, but are not limited to, statements about:

●     our ability to commercialize and achieve market acceptance of NVC-422 and Neutrophase;

●     the successful completion of our research, development and clinical programs and our ability to manage cost
increases associated with pre-clinical and clinical development for NVC-422;

●     our ability to obtain and maintain regulatory approvals of NVC-422;
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●     our ability to protect our intellectual property and operate our business without infringing upon the intellectual
property rights of others; and

●     our estimates regarding the sufficiency of our cash resources and our need for additional funding.

In some cases, you can identify forward-looking statements by terms such as “may,” “will,” “should,” “could,” “would,” “expects,”
“plans,” “anticipates,” “believes,” “estimates,” “projects,” “predicts,” “potential” and similar expressions intended to identify
forward-looking statements. These statements reflect our current views with respect to future events and are based on
assumptions and are subject to risks and uncertainties. Given these uncertainties, you should not place undue reliance
on these forward-looking statements. We discuss in greater detail many of these risks under the heading “Risk Factors”
contained in the applicable prospectus supplement, in any free writing prospectuses we may authorize for use in
connection with a specific offering, and in our most recent annual report on Form 10-K and in our most recent
quarterly report on Form 10-Q, as well as any amendments thereto reflected in subsequent filings with the SEC, which
are incorporated by reference into this prospectus in their entirety. Also, these forward-looking statements represent
our estimates and assumptions only as of the date of the document containing the applicable statement. Unless
required by law, we undertake no obligation to update or revise any forward-looking statements to reflect new
information or future events or developments. Thus, you should not assume that our silence over time means that
actual events are bearing out as expressed or implied in such forward-looking statements.  You should read this
prospectus, any applicable prospectus supplement, together with the documents we have filed with the SEC that are
incorporated by reference and any free writing prospectus that we may authorize for use in connection with this
offering completely and with the understanding that our actual future results may be materially different from what we
expect. We qualify all of the forward-looking statements in the foregoing documents by these cautionary statements.
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USE OF PROCEEDS

Except as described in any applicable prospectus supplement or in any free writing prospectuses we have authorized
for use in connection with a specific offering, we currently intend to use the net proceeds from the sale of the
securities offered by us hereunder, if any, for working capital and general corporate purposes, including research and
development expenses, and selling, general and administrative expenses.

The amounts and timing of our use of the net proceeds from this offering will depend on a number of factors, such as
the timing and progress of our research and development efforts, the timing and progress of any partnering and
commercialization efforts, technological advances and the competitive environment for our product. As of the date of
this prospectus, we cannot specify with certainty all of the particular uses for the net proceeds to us from the sale of
the securities offered by us hereunder. Accordingly, our management will have broad discretion in the timing and
application of these proceeds. Pending application of the net proceeds as described above, we intend to temporarily
invest the proceeds in short-term, interest-bearing instruments.

DESCRIPTION OF CAPITAL STOCK

Our authorized capital stock consists of 65,000,000 shares of common stock, $0.01 par value per share, and 5,000,000
shares of preferred stock, $0.01 par value per share. A description of material terms and provisions of our certificate of
incorporation and bylaws affecting the rights of holders of our capital stock is set forth below. The description is
intended as a summary, and is qualified in its entirety by reference to our certificate of incorporation and the bylaws.

Common stock

Dividend rights. Subject to preferences that may apply to shares of preferred stock outstanding at the time, the holders
of outstanding shares of our common stock are entitled to receive dividends out of funds legally available if our board
of directors, in its discretion, determines to issue dividends and then only at the times and in the amounts that our
board of directors may determine.

Voting rights. Each holder of common stock is entitled to one vote for each share of common stock held on all matters
submitted to a vote of stockholders. Our certificate of incorporation does not provide for the right of stockholders to
cumulate votes for the election of directors. Our certificate of incorporation establishes a classified board of directors,
divided into three classes with staggered three-year terms. Only one class of directors is elected at each annual
meeting of our stockholders, with the other classes continuing for the remainder of their respective three-year terms.
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No preemptive or similar rights. Our common stock is not entitled to preemptive rights and is not subject to
conversion, redemption or sinking fund provisions. The rights, preferences and privileges of the holders of our
common stock are subject to, and may be adversely affected by, the rights of the holders of any series of our preferred
stock that we may designate and issue in the future.

Right to receive liquidation distributions. Upon our dissolution, liquidation or winding-up, the assets legally available
for distribution to holders of our common stock are distributable ratably among the holders of our common stock,
subject to prior satisfaction of all outstanding debt and liabilities and the preferential rights and payment of liquidation
preferences, if any, on any outstanding shares of our preferred stock.

The rights of the holders of our common stock are subject to, and may be adversely affected by, the rights of holders
of shares of any preferred stock that we may designate and issue in the future.

7
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Preferred stock

 Our board of directors is authorized, subject to limitations prescribed by Delaware law, to issue preferred stock in one
or more series, to establish from time to time the number of shares to be included in each series and to fix the
designation, powers, preferences and rights of the shares of each series and any of its qualifications, limitations or
restrictions. Our board of directors can also increase or decrease the number of shares of any series, but not below the
number of shares of that series then outstanding, without any further vote or action by our stockholders. Our board of
directors may authorize the issuance of preferred stock with voting or conversion rights that could adversely affect the
voting power or other rights of the holders of the common stock. The issuance of preferred stock, while providing
flexibility in connection with financings, possible acquisitions and other corporate purposes, could, among other
things, have the effect of delaying, deferring, discouraging or preventing a change in control of our company, may
adversely affect the market price of our common stock and the voting and other rights of the holders of common
stock, and may reduce the likelihood that common stockholders will receive dividend payments and payments upon
liquidation.

We will fix the designations, voting powers, preferences and rights of the preferred stock of each series we issue under
this prospectus, as well as the qualifications, limitations or restrictions thereof, in the certificate of designation relating
to that series. We will file as an exhibit to the registration statement of which this prospectus is a part, or will
incorporate by reference from reports that we file with the SEC, the form of any certificate of designation that contains
the terms of the series of preferred stock we are offering. We will describe in the applicable prospectus supplement the
terms of the series of preferred stock being offered, including, to the extent applicable:

●     the title and stated value;

●     the number of shares we are offering;

●     the liquidation preference per share;

●     the purchase price;

●     the dividend rate, period and payment date and method of calculation for dividends;
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●     whether dividends will be cumulative or non-cumulative and, if cumulative, the date from which dividends will
accumulate;

●     the procedures for any auction and remarketing, if applicable;

●     the provisions for a sinking fund, if applicable;

●     the provisions for redemption or repurchase, if applicable, and any restrictions on our ability to exercise those
redemption and repurchase rights;

●     any listing of the preferred stock on any securities exchange or market;

●     whether the preferred stock will be convertible into our common stock, and, if applicable, the conversion price, or
how it will be calculated, and the conversion period;

●     whether the preferred stock will be exchangeable into debt securities, and, if applicable, the exchange price, or how
it will be calculated, and the exchange period;

●     voting rights of the preferred stock;

●     preemptive rights, if any;

●     restrictions on transfer, sale or other assignment;
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●     whether interests in the preferred stock will be represented by depositary shares;

●     a discussion of material United States federal income tax considerations applicable to the preferred stock;

●     the relative ranking and preferences of the preferred stock as to dividend rights and rights if we liquidate, dissolve
or wind up our affairs;

●     any limitations on the issuance of any class or series of preferred stock ranking senior to or on a parity with the
series of preferred stock as to dividend rights and rights if we liquidate, dissolve or wind up our affairs; and

●     any other specific terms, preferences, rights or limitations of, or restrictions on, the preferred stock.

Outstanding warrants

As of April 30, 2012, we had warrants outstanding to purchase an aggregate of:  1,225,000 shares of common stock
with an exercise price of $2.75 per share expiring on August 21, 2014; 3,488,005 shares of common stock with an
exercise price of $1.33 per share expiring on July 5, 2016; 30,000 shares of common stock with an exercise price of
$2.50 per share expiring on January 17, 2017; and 30,000 shares of common stock with an exercise price of $3.75 per
share expiring on January 17, 2017.

Anti-takeover effects of provisions of our certificate of incorporation and bylaws and Delaware law

Certificate of incorporation and bylaws.  Our certificate of incorporation provides that our board of directors is
divided into three classes with staggered three-year terms. Only one class of directors is elected at each annual
meeting of our stockholders, with the other classes continuing for the remainder of their respective three-year terms.
Because holders of our common stock do not have cumulative voting rights in the election of directors, stockholders
holding a majority of the shares of common stock outstanding are able to elect all of our directors. Our board of
directors is able to elect a director to fill a vacancy created by the expansion of the board of directors or due to the
resignation or departure of an existing board member. Our certificate of incorporation and bylaws also provide that all
stockholder actions must be effected at a duly called meeting of stockholders and not by a consent in writing, and that
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only the board of directors pursuant to a resolution adopted by a majority of the total number of authorized directors
may call a special meeting of stockholders. In addition, our bylaws include a requirement for the advance notice of
nominations for election to the board of directors or for proposing matters that can be acted upon at a stockholders’
meeting. Our certificate of incorporation provides for the ability of the board of directors to issue, without stockholder
approval, up to 5,000,000 shares of preferred stock with terms set by the board of directors, which rights could be
senior to those of our common stock. Our certificate of incorporation and bylaws also provides that approval of at
least 66 2/3% of the shares entitled to vote at an election of directors will be required to adopt, amend or repeal our
bylaws, or repeal the provisions of our certificate of incorporation regarding the election of directors and the inability
of stockholders to take action by written consent in lieu of a meeting.

The foregoing provisions make it difficult for holders of our common stock to replace our board of directors.  In
addition, the authorization of undesignated preferred stock makes it possible for our board of directors to issue
preferred stock with voting or other rights or preferences that could impede the success of any attempt to change
control of our company.
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Section 203 of the Delaware General Corporation Law

We are subject to the provisions of Section 203 of the Delaware General Corporation Law regulating corporate
takeovers. This section prevents some Delaware corporations from engaging, under some circumstances, in a business
combination, which includes a merger or sale of at least 10% of the corporation’s assets with any interested
stockholder, meaning a stockholder who, together with affiliates and associates, owns or, within three years prior to
the determination of interested stockholder status, did own 15% or more of the corporation’s outstanding voting stock,
unless:   

●     the transaction is approved by the board of directors prior to the time that the interested stockholder became an
interested stockholder;

●     upon consummation of the transaction which resulted in the stockholder’s becoming an interested stockholder, the
interested stockholder owned at least 85% of the voting stock of the corporation outstanding at the time the transaction
commenced; or

●     at or subsequent to such time that the stockholder became an interested stockholder the business combination is
approved by the board of directors and authorized at an annual or special meeting of stockholders by at least
two-thirds of the outstanding voting stock which is not owned by the interested stockholder.

A Delaware corporation may “opt out” of these provisions with an express provision in its original certificate of
incorporation or an express provision in its certificate or incorporation or bylaws resulting from a stockholders’
amendment approved by at least a majority of the outstanding voting shares. We do not plan to “opt out” of these
provisions. The statute could prohibit or delay mergers or other takeover or change in control attempts and,
accordingly, may discourage attempts to acquire us.

Transfer Agent and Registrar

Computershare Shareholder Services, Inc., located in Providence, Rhode Island, Providence County, is the transfer
agent and registrar for our common stock in the United States and Computershare Investor Services, Inc., located in
Toronto, Ontario, Canada, is the co-transfer agent and registrar for our common stock in Canada.  The transfer agent
for any series of preferred stock that we may offer under this prospectus will be named and described in the prospectus
supplement related to that series.
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Listing on the NYSE Amex

Our common stock is listed on the NYSE Amex under the symbol “NBY”. The applicable prospectus supplement will
contain information, where applicable, as to any other listing, if any, on the NYSE Amex or any securities market or
other exchange of the preferred stock covered by such prospectus supplement.

DESCRIPTION OF DEBT SECURITIES

We may issue debt securities from time to time, in one or more series, as either senior or subordinated debt or as
senior or subordinated convertible debt. While the terms we have summarized below will apply generally to any debt
securities that we may offer under this prospectus, we will describe the particular terms of any debt securities that we
may offer in more detail in the applicable prospectus supplement. The terms of any debt securities offered under a
prospectus supplement may differ from the terms described below. Unless the context requires otherwise, whenever
we refer to the indenture, we also are referring to any supplemental indentures that specify the terms of a particular
series of debt securities.

We will issue the debt securities under the indenture that we will enter into with trustee named in the indenture.  The
indenture will be qualified under the Trust Indenture Act of 1939, as amended, or the Trust Indenture Act.  We have
filed the form of indenture as an exhibit to the registration statement of which this prospectus is a part, and
supplemental indentures and forms of debt securities containing the terms of the debt securities being offered will be
filed as exhibits to the registration statement of which this prospectus is a part or will be incorporated by reference
from reports that we file with the SEC.
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The following summary of material provisions of the debt securities and the indenture is subject to, and qualified in its
entirety by reference to, all of the provisions of the indenture applicable to a particular series of debt securities.  We
urge you to read the applicable prospectus supplements and any related free writing prospectuses related to the debt
securities that we may offer under this prospectus, as well as the complete indenture that contains the terms of the debt
securities.

General

The indenture does not limit the amount of debt securities that we may issue. It provides that we may issue debt
securities up to the principal amount that we may authorize and may be in any currency or currency unit that we may
designate. Except for the limitations on consolidation, merger and sale of all or substantially all of our assets
contained in the indenture, the terms of the indenture do not contain any covenants or other provisions designed to
give holders of any debt securities protection against changes in our operations, financial condition or transactions
involving us.

We may issue the debt securities issued under the indenture as “discount securities,” which means they may be sold at a
discount below their stated principal amount. These debt securities, as well as other debt securities that are not issued
at a discount, may be issued with “original issue discount,” or OID, for U.S. federal income tax purposes because of
interest payment and other characteristics or terms of the debt securities. Material U.S. federal income tax
considerations applicable to debt securities issued with OID will be described in more detail in any applicable
prospectus supplement.

We will describe in the applicable prospectus supplement the terms of the series of debt securities being offered,
including:

●     the title of the series of debt securities;

●     any limit upon the aggregate principal amount that may be issued;

●     the maturity date or dates;

●     the form of the debt securities of the series;
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●     the applicability of any guarantees;

●     whether or not the debt securities will be secured or unsecured, and the terms of any secured debt;

●     whether the debt securities rank as senior debt, senior subordinated debt, subordinated debt or any combination
thereof, and the terms of any subordination;

●     if the price (expressed as a percentage of the aggregate principal amount thereof) at which such debt securities will
be issued is a price other than the principal amount thereof, the portion of the principal amount thereof payable upon
declaration of acceleration of the maturity thereof, or if applicable, the portion of the principal amount of such debt
securities that is convertible into another security or the method by which any such portion shall be determined;

●     the interest rate or rates, which may be fixed or variable, or the method for determining the rate and the date
interest will begin to accrue, the dates interest will be payable and the regular record dates for interest payment dates
or the method for determining such dates;

●     our right, if any, to defer payment of interest and the maximum length of any such deferral period;
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●     if applicable, the date or dates after which, or the period or periods during which, and the price or prices at which,
we may, at our option, redeem the series of debt securities pursuant to any optional or provisional redemption
provisions and the terms of those redemption provisions;

●     the date or dates, if any, on which, and the price or prices at which we are obligated, pursuant to any mandatory
sinking fund or analogous fund provisions or otherwise, to redeem, or at the holder’s option to purchase, the series of
debt securities and the currency or currency unit in which the debt securities are payable;

●     the denominations in which we will issue the series of debt securities, if other than denominations of $1,000 and
any integral multiple thereof;

●     any and all terms, if applicable, relating to any auction or remarketing of the debt securities of that series and any
security for our obligations with respect to such debt securities and any other terms which may be advisable in
connection with the marketing of debt securities of that series;

●     whether the debt securities of the series shall be issued in whole or in part in the form of a global security or
securities; the terms and conditions, if any, upon which such global security or securities may be exchanged in whole
or in part for other individual securities; and the depositary for such global security or securities;

●     if applicable, the provisions relating to conversion or exchange of any debt securities of the series and the terms
and conditions upon which such debt securities will be so convertible or exchangeable, including the conversion or
exchange price, as applicable, or how it will be calculated and may be adjusted, any mandatory or optional (at our
option or the holders’ option) conversion or exchange features, the applicable conversion or exchange period and the
manner of settlement for any conversion or exchange;;

●     if other than the full principal amount thereof, the portion of the principal amount of debt securities of the series
which shall be payable upon declaration of acceleration of the maturity thereof;

●     any changes in or additions to the covenants applicable to the particular debt securities being issued, including,
among others, the consolidation, merger or sale covenant;
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●     additions to or changes in the Events of Default with respect to the securities and any change in the right of the
trustee or the holders to declare the principal, premium, if any, and interest, if any, with respect to such securities to be
due and payable;

●     additions to or changes in or deletions of the provisions relating to covenant defeasance and legal defeasance;

●     additions to or changes in the provisions relating to satisfaction and discharge of the indenture;

●     additions to or changes in the provisions relating to the modification of the indenture both with and without the
consent of holders of debt securities issued under the indenture;

●     the currency of payment of debt securities if other than U.S. dollars and the manner of determining the equivalent
amount in U.S. dollars;

●     whether interest will be payable in cash or additional debt securities at our or the holders’ option and the terms and
conditions upon which the election may be made;
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●     the terms and conditions, if any, upon which we will pay amounts in addition to the stated interest, premium, if any
and principal amounts of the debt securities of the series to any holder that is not a “United States person” for federal tax
purposes;

●     any restrictions on transfer, sale or assignment of the debt securities of the series; and

●     any other specific terms, preferences, rights or limitations of, or restrictions on, the debt securities, any other
additions or changes in the provisions of the indenture, and any terms that may be required by us or advisable under
applicable laws or regulations.

Conversion or Exchange Rights

We will set forth in the prospectus supplement the terms on which a series of debt securities may be convertible into
or exchangeable for our common stock or our other securities.  We will include provisions as to settlement upon
conversion or exchange and whether conversion or exchange is mandatory, at the option of the holder or at our option.
We may include provisions pursuant to which the number of shares of our common stock or our other securities that
the holders of the series of debt securities receive would be subject to adjustment.

Consolidation, Merger or Sale

Unless we provide otherwise in the prospectus supplement applicable to a particular series of debt securities, the
indenture will not contain any covenant that restricts our ability to merge or consolidate, or sell, convey, transfer or
otherwise dispose of all or substantially all of our assets.  However, any successor to or acquirer of such assets must
assume all of our obligations under the indenture or the debt securities, as appropriate.  If the debt securities are
convertible into or exchangeable for our other securities or securities of other entities, we or the person with whom we
consolidate or merge or to whom we sell all of our property must make provisions for the conversion of the debt
securities into securities that the holders of the debt securities would have received if they had converted the debt
securities before the consolidation, merger or sale.

Events of Default Under the Indenture
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Unless we provide otherwise in the prospectus supplement applicable to a particular series of debt securities, the
following are events of default under the indenture with respect to any series of debt securities that we may issue:

●     if we fail to pay any installment of interest on any series of debt securities, as and when the same shall become due
and payable, and such default continues for a period of 90 days; provided, however, that a valid extension of an
interest payment period by us in accordance with the terms of any indenture supplemental thereto shall not constitute a
default in the payment of interest for this purpose;

●     if we fail to pay the principal of, or premium, if any, on any series of debt securities as and when the same shall
become due and payable whether at maturity, upon redemption, by declaration or otherwise, or in any payment
required by any sinking or analogous fund established with respect to such series; provided, however, that a valid
extension of the maturity of such debt securities in accordance with the terms of any indenture supplemental thereto
shall not constitute a default in the payment of principal or premium, if any;

●     if we fail to observe or perform any other covenant or agreement contained in the debt securities or the indenture,
other than a covenant specifically relating to another series of debt securities, and our failure continues for 90 days
after we receive written notice of such failure, requiring the same to be remedied and stating that such is a notice of
default thereunder, from the trustee or holders of at least 25% in aggregate principal amount of the outstanding debt
securities of the applicable series; and

●     if specified events of bankruptcy, insolvency or reorganization occur.
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If an event of default with respect to debt securities of any series occurs and is continuing, other than an event of
default specified in the last bullet point above, the trustee or the holders of at least 25% in aggregate principal amount
of the outstanding debt securities of that series, by notice to us in writing, and to the trustee if notice is given by such
holders, may declare the unpaid principal of, premium, if any, and accrued interest, if any, due and payable
immediately.  If an event of default specified in the last bullet point above occurs with respect to us, the principal
amount of and accrued interest, if any, of each issue of debt securities then outstanding shall be due and payable
without any notice or other action on the part of the trustee or any holder.

The holders of a majority in principal amount of the outstanding debt securities of an affected series may waive any
default or event of default with respect to the series and its consequences, except defaults or events of default
regarding payment of principal, premium, if any, or interest, unless we have cured the default or event of default in
accordance with the indenture.  Any waiver shall cure the default or event of default.

Subject to the terms of the indenture, if an event of default under an indenture shall occur and be continuing, the
trustee will be under no obligation to exercise any of its rights or powers under such indenture at the request or
direction of any of the holders of the applicable series of debt securities, unless such holders have offered the trustee
reasonable indemnity.  The holders of a majority in principal amount of the outstanding debt securities of any series
will have the right to direct the time, method and place of conducting any proceeding for any remedy available to the
trustee, or exercising any trust or power conferred on the trustee, with respect to the debt securities of that series,
provided that:

●     the direction so given by the holder is not in conflict with any law or the applicable indenture; and

●     subject to its duties under the Trust Indenture Act, the trustee need not take any action that might involve it in
personal liability or might be unduly prejudicial to the holders not involved in the proceeding.

A holder of the debt securities of any series will have the right to institute a proceeding under the indenture or to
appoint a receiver or trustee, or to seek other remedies only if:

●     the holder has given written notice to the trustee of a continuing event of default with respect to that series;

●     the holders of at least 25% in aggregate principal amount of the outstanding debt securities of that series have made
written request, and such holders have offered reasonable indemnity to the trustee to institute the proceeding as
trustee; and
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●     the trustee does not institute the proceeding, and does not receive from the holders of a majority in aggregate
principal amount of the outstanding debt securities of that series other conflicting directions within 90 days after the
notice, request and offer.

These limitations do not apply to a suit instituted by a holder of debt securities if we default in the payment of the
principal, premium, if any, or interest on, the debt securities.

We will periodically file statements with the trustee regarding our compliance with specified covenants in the
indenture.

Modification of Indenture; Waiver

We and the trustee may change an indenture without the consent of any holders with respect to specific matters:

●     to cure any ambiguity, defect or inconsistency in the indenture or in the debt securities of any series;
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●     to comply with the provisions described above under “Description of Debt Securities—Consolidation, Merger or Sale;”

●     to provide for uncertificated debt securities in addition to or in place of certificated debt securities;

●     to add to our covenants, restrictions, conditions or provisions such new covenants, restrictions, conditions or
provisions for the benefit of the holders of all or any series of debt securities, to make the occurrence, or the
occurrence and the continuance, of a default in any such additional covenants, restrictions, conditions or provisions an
event of default or to surrender any right or power conferred upon us in the indenture;

●     to add to, delete from or revise the conditions, limitations, and restrictions on the authorized amount, terms, or
purposes of issue, authentication and delivery of debt securities, as set forth in the indenture;

●     to make any change that does not adversely affect the interests of any holder of debt securities of any series in any
material respect;

●     to provide for the issuance of and establish the form and terms and conditions of the debt securities of any series as
provided above under “Description of Debt Securities—General” to establish the form of any certifications required to be
furnished pursuant to the terms of the indenture or any series of debt securities, or to add to the rights of the holders of
any series of debt securities;

●     to evidence and provide for the acceptance of appointment under any indenture by a successor trustee; or

●     to comply with any requirements of the SEC in connection with the qualification of any indenture under the Trust
Indenture Act.

In addition, under the indenture, the rights of holders of a series of debt securities may be changed by us and the
trustee with the written consent of the holders of at least a majority in aggregate principal amount of the outstanding
debt securities of each series that is affected.  However, unless we provide otherwise in the prospectus supplement
applicable to a particular series of debt securities, we and the trustee may make the following changes only with the
consent of each holder of any outstanding debt securities affected:
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●     extending the fixed maturity of any debt securities of any series;

●     reducing the principal amount, reducing the rate of or extending the time of payment of interest, or reducing any
premium payable upon the redemption of any series of any debt securities; or

●     reducing the percentage of debt securities, the holders of which are required to consent to any amendment,
supplement, modification or waiver.

Discharge

Each indenture provides that we can elect to be discharged from our obligations with respect to one or more series of
debt securities, except for specified obligations, including obligations to:

●     provide for payment;

●     register the transfer or exchange of debt securities of the series;

●     replace stolen, lost or mutilated debt securities of the series;

●     pay principal of and premium and interest on any debt securities of the series;
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●     maintain paying agencies;

●     hold monies for payment in trust;

●     recover excess money held by the trustee;

●     compensate and indemnify the trustee; and

●     appoint any successor trustee.

In order to exercise our rights to be discharged, we must deposit with the trustee money or government obligations
sufficient to pay all the principal of, any premium, if any, and interest on, the debt securities of the series on the dates
payments are due.

Form, Exchange and Transfer

We will issue the debt securities of each series only in fully registered form without coupons and, unless we provide
otherwise in the applicable prospectus supplement, in denominations of $1,000 and any integral multiple thereof.  The
indenture provides that we may issue debt securities of a series in temporary or permanent global form and as
book-entry securities that will be deposited with, or on behalf of, The Depository Trust Company, or DTC, or another
depositary named by us and identified in a prospectus supplement with respect to that series. To the extent the debt
securities of a series are issued in global form and as book-entry, a description of terms relating will be set forth in the
applicable prospectus supplement.

At the option of the holder, subject to the terms of the indenture and the limitations applicable to global securities
described in the applicable prospectus supplement, the holder of the debt securities of any series can exchange the
debt securities for other debt securities of the same series, in any authorized denomination and of like tenor and
aggregate principal amount.
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Subject to the terms of the indenture and the limitations applicable to global securities set forth in the applicable
prospectus supplement, holders of the debt securities may present the debt securities for exchange or for registration
of transfer, duly endorsed or with the form of transfer endorsed thereon duly executed if so required by us or the
security registrar, at the office of the security registrar or at the office of any transfer agent designated by us for this
purpose. Unless otherwise provided in the debt securities that the holder presents for transfer or exchange, we will
impose no service charge for any registration of transfer or exchange, but we may require payment of any taxes or
other governmental charges.

We will name in the applicable prospectus supplement the security registrar, and any transfer agent in addition to the
security registrar, that we initially designate for any debt securities.  We may at any time designate additional transfer
agents or rescind the designation of any transfer agent or approve a change in the office through which any transfer
agent acts, except that we will be required to maintain a transfer agent in each place of payment for the debt securities
of each series.

If we elect to redeem the debt securities of any series, we will not be required to:

●     issue, register the transfer of, or exchange any debt securities of that series during a period beginning at the
opening of business 15 days before the day of mailing of a notice of redemption of any debt securities that may be
selected for redemption and ending at the close of business on the day of the mailing; or

●     register the transfer of or exchange any debt securities so selected for redemption, in whole or in part, except the
unredeemed portion of any debt securities we are redeeming in part.
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Information Concerning the Trustee

The trustee, other than during the occurrence and continuance of an event of default under an indenture, undertakes to
perform only those duties as are specifically set forth in the applicable indenture.  Upon an event of default under an
indenture, the trustee must use the same degree of care as a prudent person would exercise or use in the conduct of his
or her own affairs.  Subject to this provision, the trustee is under no obligation to exercise any of the powers given it
by the indenture at the request of any holder of debt securities unless it is offered reasonable security and indemnity
against the costs, expenses and liabilities that it might incur.

Payment and Paying Agents

Unless we otherwise indicate in the applicable prospectus supplement, we will make payment of the interest on any
debt securities on any interest payment date to the person in whose name the debt securities, or one or more
predecessor securities, are registered at the close of business on the regular record date for the interest.

We will pay principal of and any premium and interest on the debt securities of a particular series at the office of the
paying agents designated by us, except that unless we otherwise indicate in the applicable prospectus supplement, we
will make interest payments by check that we will mail to the holder or by wire transfer to certain holders. Unless we
otherwise indicate in the applicable prospectus supplement, we will designate the corporate trust office of the trustee
as our sole paying agent for payments with respect to debt securities of each series. We will name in the applicable
prospectus supplement any other paying agents that we initially designate for the debt securities of a particular series.
We will maintain a paying agent in each place of payment for the debt securities of a particular series.

All money we pay to a paying agent or the trustee for the payment of the principal of or any premium or interest on
any debt securities that remains unclaimed at the end of two years after such principal, premium or interest has
become due and payable will be repaid to us, and the holder of the debt security thereafter may look only to us for
payment thereof.

Governing Law

The indenture and the debt securities will be governed by and construed in accordance with the laws of the State of
New York, except to the extent that the Trust Indenture Act of 1939 is applicable.
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DESCRIPTION OF WARRANTS

The following description, together with the additional information that we include in any applicable prospectus
supplement and in any related free writing prospectus that we may authorize to be distributed to you, summarizes the
material terms and provisions of the warrants that we may offer under this prospectus, which may be issued in one or
more series.  Warrants may be offered independently or in combination with other securities offered by any prospectus
supplement. While the terms we have summarized below will apply generally to any warrants that we may offer under
this prospectus, we will describe the particular terms of any series of warrants in more detail in the applicable
prospectus supplement. The following description of warrants will apply to the warrants offered by this prospectus
unless we provide otherwise in the applicable prospectus supplement. The applicable prospectus supplement for a
particular series of warrants may specify different or additional terms.

We have filed forms of the warrant agreements and forms of warrant certificates containing the terms of the warrants
that may be offered as exhibits to the registration statement of which this prospectus is a part. We will file as exhibits
to the registration statement of which this prospectus is a part, or will incorporate by reference from reports that we
file with the SEC, the form of warrant and/or the warrant agreement and warrant certificate, as applicable, that contain
the terms of the particular series of warrants we are offering, and any supplemental agreements, before the issuance of
such warrants. The following summaries of material terms and provisions of the warrants are subject to, and qualified
in their entirety by reference to, all the provisions of the form of warrant and/or the warrant agreement and warrant
certificate, as applicable, and any supplemental agreements applicable to a particular series of warrants that we may
offer under this prospectus. We urge you to read the applicable prospectus supplement related to the particular series
of warrants that we may offer under this prospectus, as well as any related free writing prospectuses, and the complete
form of warrant and/or the warrant agreement and warrant certificate, as applicable, and any supplemental agreements,
that contain the terms of the warrants.
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General

We will describe in the applicable prospectus supplement the terms of the series of warrants being offered, including:

●     the offering price and aggregate number of warrants offered;

●     the currency for which the warrants may be purchased;

●     if applicable, the designation and terms of the securities with which the warrants are issued and the number of
warrants issued with each such security or each principal amount of such security;

●     in the case of warrants to purchase debt securities, the principal amount of debt securities purchasable upon
exercise of one warrant and the price at, and currency in which, this principal amount of debt securities may be
purchased upon such exercise;

●     in the case of warrants to purchase common stock or preferred stock, the number of shares of common stock or
preferred stock, as the case may be, purchasable upon the exercise of one warrant and the price at which these shares
may be purchased upon such exercise;

●     the effect of any merger, consolidation, sale or other disposition of our business on the warrant agreements and the
warrants;

●     the terms of any rights to redeem or call the warrants;

●     any provisions for changes to or adjustments in the exercise price or number of securities issuable upon exercise of
the warrants;

●     the dates on which the right to exercise the warrants will commence and expire;
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●     the manner in which the warrant agreements and warrants may be modified;

●     a discussion of any material or special U.S. federal income tax considerations of holding or exercising the
warrants;

●     the terms of the securities issuable upon exercise of the warrants; and

●     any other specific terms, preferences, rights or limitations of or restrictions on the warrants.

Before exercising their warrants, holders of warrants will not have any of the rights of holders of the securities
purchasable upon such exercise, including:

●     in the case of warrants to purchase debt securities, the right to receive payments of principal of, or premium, if any,
or interest on, the debt securities purchasable upon exercise or to enforce covenants in the applicable indenture; or

●     in the case of warrants to purchase common stock or preferred stock, the right to receive dividends, if any, or,
payments upon our liquidation, dissolution or winding up or to exercise voting rights, if any.
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Exercise of Warrants

Each warrant will entitle the holder to purchase the securities that we specify in the applicable prospectus supplement
at the exercise price that we describe in the applicable prospectus supplement. The warrants may be exercised as set
forth in the prospectus supplement relating to the warrants offered. Unless we otherwise specify in the applicable
prospectus supplement, warrants may be exercised at any time up to the close of business on the expiration date set
forth in the prospectus supplement relating to the warrants offered thereby. After the close of business on the
expiration date, unexercised warrants will become void.

Upon receipt of payment and the warrant or warrant certificate, as applicable, properly completed and duly executed
at the corporate trust office of the warrant agent, if any, or any other office, including ours, indicated in the prospectus
supplement, we will, as soon as practicable, issue and deliver the securities purchasable upon such exercise. If less
than all of the warrants (or the warrants represented by such warrant certificate) are exercised, a new warrant or a new
warrant certificate, as applicable, will be issued for the remaining warrants.

Governing Law

Unless we otherwise specify in the applicable prospectus supplement, the warrants and any warrant agreements will
be governed by and construed in accordance with the laws of the State of New York.

Enforceability of Rights by Holders of Warrants

Each warrant agent, if any, will act solely as our agent under the applicable warrant agreement and will not assume
any obligation or relationship of agency or trust with any holder of any warrant. A single bank or trust company may
act as warrant agent for more than one issue of warrants. A warrant agent will have no duty or responsibility in case of
any default by us under the applicable warrant agreement or warrant, including any duty or responsibility to initiate
any proceedings at law or otherwise, or to make any demand upon us. Any holder of a warrant may, without the
consent of the related warrant agent or the holder of any other warrant, enforce by appropriate legal action its right to
exercise, and receive the securities purchasable upon exercise of, its warrants.

LEGAL OWNERSHIP OF SECURITIES

Edgar Filing: NovaBay Pharmaceuticals, Inc. - Form 424B5

104



We can issue securities in registered form or in the form of one or more global securities.  We describe global
securities in greater detail below.  We refer to those persons who have securities registered in their own names on the
books that we or any applicable trustee, depositary or warrant agent maintain for this purpose as the “holders” of those
securities. These persons are the legal holders of the securities.  We refer to those persons who, indirectly through
others, own beneficial interests in securities that are not registered in their own names, as “indirect holders” of those
securities. As we discuss below, indirect holders are not legal holders, and investors in securities issued in book-entry
form or in street name will be indirect holders.

Book-Entry Holders

We may issue securities in book-entry form only, as we will specify in the applicable prospectus supplement.  This
means securities may be represented by one or more global securities registered in the name of a financial institution
that holds them as depositary on behalf of other financial institutions that participate in the depositary’s book-entry
system. These participating institutions, which are referred to as participants, in turn, hold beneficial interests in the
securities on behalf of themselves or their customers.

Only the person in whose name a security is registered is recognized as the holder of that security.  Securities issued in
global form will be registered in the name of the depositary or its participants.  Consequently, for securities issued in
global form, we will recognize only the depositary as the holder of the securities, and we will make all payments on
the securities to the depositary. The depositary passes along the payments it receives to its participants, which in turn
pass the payments along to their customers who are the beneficial owners. The depositary and its participants do so
under agreements they have made with one another or with their customers; they are not obligated to do so under the
terms of the securities.
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As a result, investors in a book-entry security will not own securities directly. Instead, they will own beneficial
interests in a global security, through a bank, broker or other financial institution that participates in the depositary’s
book-entry system or holds an interest through a participant. As long as the securities are issued in global form,
investors will be indirect holders, and not holders, of the securities.

Street Name Holders

We may terminate a global security or issue securities in non-global form.  In these cases, investors may choose to
hold their securities in their own names or in “street name.” Securities held by an investor in street name would be
registered in the name of a bank, broker or other financial institution that the investor chooses, and the investor would
hold only a beneficial interest in those securities through an account he or she maintains at that institution.

For securities held in street name, we will recognize only the intermediary banks, brokers and other financial
institutions in whose names the securities are registered as the holders of those securities, and we will make all
payments on those securities to them.  These institutions pass along the payments they receive to their customers who
are the beneficial owners, but only because they agree to do so in their customer agreements or because they are
legally required to do so.  Investors who hold securities in street name will be indirect holders, not holders, of those
securities.

Legal Holders

Our obligations, as well as the obligations of any applicable trustee and of any third parties employed by us or a
trustee, run only to the legal holders of the securities.  We do not have obligations to investors who hold beneficial
interests in global securities, in street name or by any other indirect means.  This will be the case whether an investor
chooses to be an indirect holder of a security or has no choice because we are issuing the securities only in global
form.

For example, once we make a payment or give a notice to the holder, we have no further responsibility for the
payment or notice even if that holder is required, under agreements with depositary participants or customers or by
law, to pass it along to the indirect holders but does not do so.  Similarly, we may want to obtain the approval of the
holders to amend an indenture, to relieve us of the consequences of a default or of our obligation to comply with a
particular provision of the indenture or for other purposes.  In such an event, we would seek approval only from the
holders, and not the indirect holders, of the securities.  Whether and how the holders contact the indirect holders is up
to the holders.
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Special Considerations For Indirect Holders

If you hold securities through a bank, broker or other financial institution, either in book-entry form or in street name,
you should check with your own institution to find out:

●     the performance of third party service providers;

●     how it handles securities payments and notices;

●     whether it imposes fees or charges;

●     how it would handle a request for the holders’ consent, if ever required;

●     whether and how you can instruct it to send you securities registered in your own name so you can be a holder, if
that is permitted in the future;

●     how it would exercise rights under the securities if there were a default or other event triggering the need for
holders to act to protect their interests; and
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●     if the securities are in book-entry form, how the depositary’s rules and procedures will affect these matters.

Global Securities

A global security is a security that represents one or any other number of individual securities held by a
depositary.  Generally, all securities represented by the same global securities will have the same terms.

Each security issued in book-entry form will be represented by a global security that we deposit with and register in
the name of a financial institution or its nominee that we select.  The financial institution that we select for this
purpose is called the depositary. Unless we specify otherwise in the applicable prospectus supplement, DTC will be
the depositary for all securities issued in book-entry form.

A global security may not be transferred to or registered in the name of anyone other than the depositary, its nominee
or a successor depositary, unless special termination situations arise.  We describe those situations below under the
section entitled “Special Situations When a Global Security Will Be Terminated” in this prospectus.  As a result of these
arrangements, the depositary, or its nominee, will be the sole registered owner and holder of all securities represented
by a global security, and investors will be permitted to own only beneficial interests in a global security.  Beneficial
interests must be held by means of an account with a broker, bank or other financial institution that in turn has an
account with the depositary or with another institution that does.  Thus, an investor whose security is represented by a
global security will not be a holder of the security, but only an indirect holder of a beneficial interest in the global
security.

If the prospectus supplement for a particular security indicates that the security will be issued in global form only,
then the security will be represented by a global security at all times unless and until the global security is
terminated.  If termination occurs, we may issue the securities through another book-entry clearing system or decide
that the securities may no longer be held through any book-entry clearing system.

Special Considerations For Global Securities

The rights of an indirect holder relating to a global security will be governed by the account rules of the investor’s
financial institution and of the depositary, as well as general laws relating to securities transfers.  We do not recognize
an indirect holder as a holder of securities and instead deal only with the depositary that holds the global security.
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If securities are issued only in the form of a global security, an investor should be aware of the following:

●     an investor cannot cause the securities to be registered in his or her name, and cannot obtain non-global certificates
for his or her interest in the securities, except in the special situations we describe below;

●     an investor will be an indirect holder and must look to his or her own bank or broker for payments on the securities
and protection of his or her legal rights relating to the securities, as we describe above;

●     an investor may not be able to sell interests in the securities to some insurance companies and to other institutions
that are required by law to own their securities in non-book-entry form;

●     an investor may not be able to pledge his or her interest in a global security in circumstances where certificates
representing the securities must be delivered to the lender or other beneficiary of the pledge in order for the pledge to
be effective;

●     the depositary’s policies, which may change from time to time, will govern payments, transfers, exchanges and
other matters relating to an investor’s interest in a global security;
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●     we and any applicable trustee have no responsibility for any aspect of the depositary’s actions or for its records of
ownership interests in a global security, nor do we or any applicable trustee supervise the depositary in any way;

●     the depositary may, and we understand that DTC will, require that those who purchase and sell interests in a global
security within its book-entry system use immediately available funds, and your broker or bank may require you to do
so as well; and

●     financial institutions that participate in the depositary’s book-entry system, and through which an investor holds its
interest in a global security, may also have their own policies affecting payments, notices and other matters relating to
the securities.

●     There may be more than one financial intermediary in the chain of ownership for an investor.  We do not monitor
and are not responsible for the actions of any of those intermediaries.

Special Situations When a Global Security Will Be Terminated

In a few special situations described below, the global security will terminate and interests in it will be exchanged for
physical certificates representing those interests.  After that exchange, the choice of whether to hold securities directly
or in street name will be up to the investor.  Investors must consult their own banks or brokers to find out how to have
their interests in securities transferred to their own name, so that they will be direct holders.  We have described the
rights of holders and street name investors above.

Unless we provide otherwise in the applicable prospectus supplement, the global security will terminate when the
following special situations occur:

●     if the depositary notifies us that it is unwilling, unable or no longer qualified to continue as depositary for that
global security and we do not appoint another institution to act as depositary within 90 days;

●     if we notify any applicable trustee that we wish to terminate that global security; or
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●     if an event of default has occurred with regard to securities represented by that global security and has not been
cured or waived.

The applicable prospectus supplement may also list additional situations for terminating a global security that would
apply only to the particular series of securities covered by the applicable prospectus supplement.  When a global
security terminates, the depositary, and not we or any applicable trustee, is responsible for deciding the names of the
institutions that will be the initial direct holders.

PLAN OF DISTRIBUTION

We may sell the securities from time to time pursuant to underwritten public offerings, direct sales to the public,
negotiated transactions, block trades or a combination of these methods. We may sell the securities to or through
underwriters or dealers, through agents, or directly to one or more purchasers. We may distribute securities from time
to time in one or more transactions:

●     at a fixed price or prices, which may be changed;

●     at market prices prevailing at the time of sale;

●     at prices related to such prevailing market prices; or

●     at negotiated prices.
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A prospectus supplement or supplements (and any related free writing prospectus that we may authorize to be
provided to you) will describe the terms of the offering of the securities, including, to the extent applicable:

●     the name or names of the underwriters, if any;

●     the purchase price of the securities or other consideration therefor, and the proceeds, if any, we will receive from
the sale;

●     any over-allotment options under which underwriters may purchase additional securities from us;

●     any agency fees or underwriting discounts and other items constituting agents’ or underwriters’ compensation;

●     any public offering price;

●     any discounts or concessions allowed or reallowed or paid to dealers; and

●     any securities exchange or market on which the securities may be listed.

Only underwriters named in the prospectus supplement will be underwriters of the securities offered by the prospectus
supplement. 

If underwriters are used in the sale, they will acquire the securities for their own account and may resell the securities
from time to time in one or more transactions at a fixed public offering price or at varying prices determined at the
time of sale. The obligations of the underwriters to purchase the securities will be subject to the conditions set forth in
the applicable underwriting agreement. We may offer the securities to the public through underwriting syndicates
represented by managing underwriters or by underwriters without a syndicate. Subject to certain conditions, the
underwriters will be obligated to purchase all of the securities offered by the prospectus supplement, other than
securities covered by any over-allotment option. Any public offering price and any discounts or concessions allowed
or reallowed or paid to dealers may change from time to time. We may use underwriters with whom we have a
material relationship. We will describe in the prospectus supplement, naming the underwriter, the nature of any such
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relationship.

We may sell securities directly or through agents we designate from time to time. We will name any agent involved in
the offering and sale of securities and we will describe any commissions we will pay the agent in the prospectus
supplement. Unless the prospectus supplement states otherwise, our agent will act on a best-efforts basis for the period
of its appointment.

We may authorize agents or underwriters to solicit offers by certain types of institutional investors to purchase
securities from us at the public offering price set forth in the prospectus supplement pursuant to delayed delivery
contracts providing for payment and delivery on a specified date in the future. We will describe the conditions to these
contracts and the commissions we must pay for solicitation of these contracts in the prospectus supplement.

We may provide agents and underwriters with indemnification against civil liabilities, including liabilities under the
Securities Act, or contribution with respect to payments that the agents or underwriters may make with respect to
these liabilities. Agents and underwriters may engage in transactions with, or perform services for, us in the ordinary
course of business.

All securities we may offer, other than common stock, will be new issues of securities with no established trading
market. Any underwriters may make a market in these securities, but will not be obligated to do so and may
discontinue any market making at any time without notice. We cannot guarantee the liquidity of the trading markets
for any securities.
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Any underwriter may engage in over-allotment, stabilizing transactions, short-covering transactions and penalty bids
in accordance with Regulation M under the Exchange Act. Over-allotment involves sales in excess of the offering
size, which create a short position. Stabilizing transactions permit bids to purchase the underlying security so long as
the stabilizing bids do not exceed a specified maximum price. Syndicate-covering or other short-covering transactions
involve purchases of the securities, either through exercise of the over-allotment option or in the open market after the
distribution is completed, to cover short positions. Penalty bids permit the underwriters to reclaim a selling concession
from a dealer when the securities originally sold by the dealer are purchased in a stabilizing or covering transaction to
cover short positions. Those activities may cause the price of the securities to be higher than it would otherwise be. If
commenced, the underwriters may discontinue any of the activities at any time.

Any underwriters or agents that are qualified market makers on the NYSE Amex may engage in passive market
making transactions in the common stock on the NYSE Amex in accordance with Regulation M under the Exchange
Act, during the business day prior to the pricing of the offering, before the commencement of offers or sales of the
common stock. Passive market makers must comply with applicable volume and price limitations and must be
identified as passive market makers. In general, a passive market maker must display its bid at a price not in excess of
the highest independent bid for such security; if all independent bids are lowered below the passive market maker’s
bid, however, the passive market maker’s bid must then be lowered when certain purchase limits are exceeded. Passive
market making may stabilize the market price of the securities at a level above that which might otherwise prevail in
the open market and, if commenced, may be discontinued at any time.

In compliance with guidelines of the Financial Industry Regulatory Authority, or FINRA, the maximum consideration
or discount to be received by any FINRA member or independent broker dealer may not exceed 8% of the aggregate
amount of the securities offered pursuant to this prospectus and any applicable prospectus supplement.

LEGAL MATTERS

Unless otherwise indicated in the applicable prospectus supplement, the validity of the securities offered by this
prospectus, and any supplement thereto, will be passed upon for us by Cooley LLP, Palo Alto, California.

EXPERTS

OUM & Co. LLP, independent registered public accounting firm, has audited our consolidated balance sheet as of
December 31, 2011 and 2010, and the related consolidated statements of operations, stockholders’ equity and cash
flows for the years then ended, and for the period from July 1, 2002 (inception) to December 31, 2011, included in our
Annual Report on Form 10-K for the year ended December 31, 2011, as set forth in their report, which is incorporated
by reference in this prospectus supplement and elsewhere in the registration statement of which this prospectus
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supplement forms a part. Our financial statements are incorporated by reference in reliance on OUM & Co. LLP’s
report, given on their authority as experts in accounting and auditing.

Davidson & Company LLP, independent registered public accounting firm, has audited our consolidated statements of
operations, stockholders’ equity and cash flows for the year ended December 31, 2009 and for the period from July 1,
2002 (date of development stage inception) to December 31, 2009, included in our Annual Report on Form 10-K for
the year ended December 31, 2011, as set forth in their report, which is incorporated by reference in this prospectus
supplement and elsewhere in the registration statement of which this prospectus supplement forms a part. Our
financial statements are incorporated by reference in reliance on Davidson & Company LLP’s report, given on their
authority as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus is part of the registration statement on Form S-3 we filed with the SEC under the Securities Act and
does not contain all the information set forth in the registration statement. Whenever a reference is made in this
prospectus to any of our contracts, agreements or other documents, the reference may not be complete and you should
refer to the exhibits that are a part of the registration statement or the exhibits to the reports or other documents
incorporated by reference into this prospectus for a copy of such contract, agreement or other document. Because we
are subject to the information and reporting requirements of the Exchange Act, we file annual, quarterly and current
reports, proxy statements and other information with the SEC. Our SEC filings are available to the public over the
Internet at the SEC’s website at http://www.sec.gov. You may also read and copy any document we file at the SEC’s
Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for
further information on the operation of the Public Reference Room.

24

Edgar Filing: NovaBay Pharmaceuticals, Inc. - Form 424B5

115



INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to “incorporate by reference” information from other documents that we file with it, which means
that we can disclose important information to you by referring you to those documents. The information incorporated
by reference is considered to be part of this prospectus. Information in this prospectus supersedes information
incorporated by reference that we filed with the SEC prior to the date of this prospectus, while information that we file
later with the SEC will automatically update and supersede the information in this prospectus. We incorporate by
reference into this prospectus and the registration statement of which this prospectus is a part the information or
documents listed below that we have filed with the SEC (Commission File No. 001-33678):

●     our Annual Report on Form 10-K for the year ended December 31, 2011, which was filed on March 27, 2012;

●     our Current Reports on Form 8-K, which were filed on January 12, 2012, and February 23, 2012;

●     the information specifically incorporated by reference in our Annual Report on Form 10-K for the year ended
December 31, 2011, from our definitive proxy statement relating to our 2012 annual meeting of stockholders, which
was filed on April 26, 2012; and

●     the description of our common stock in our registration statement on Form 8-A filed with the SEC on August 29,
2007, as updated by our Form 8-K filed with the SEC on June 29, 2010.

We also incorporate by reference any future filings (other than current reports furnished under Item 2.02 or Item 7.01
of Form 8-K and exhibits filed on such form that are related to such items unless such Form 8-K expressly provides to
the contrary) made with the SEC pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act, including those
made after the date of the initial filing of the registration statement of which this prospectus is a part and prior to
effectiveness of such registration statement, until we file a post-effective amendment that indicates the termination of
the offering of the securities made by this prospectus and will become a part of this prospectus from the date that such
documents are filed with the SEC. Information in such future filings updates and supplements the information
provided in this prospectus. Any statements in any such future filings will automatically be deemed to modify and
supersede any information in any document we previously filed with the SEC that is incorporated or deemed to be
incorporated herein by reference to the extent that statements in the later filed document modify or replace such earlier
statements.
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You can request a copy of these filings, at no cost, by writing or telephoning us at the following address or telephone
number:

NovaBay Pharmaceuticals, Inc.

5980 Horton Street, Suite 550

Emeryville, CA  94608

(510) 899-8800

Attn:  Secretary
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