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The information in this preliminary prospectus supplement and the accompanying prospectus, relating to an effective
registration statement under the Securities Act of 1933, as amended, is not complete and may be changed. This
preliminary prospectus supplement and the accompanying prospectus are not an offer to sell these securities and we
are not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED DECEMBER 5, 2012

PROSPECTUS SUPPLEMENT
(To the Prospectus Dated May 1, 2012)

Shares of Common Stock

Warrants to Purchase Shares of Common Stock
We are offering shares of our common stock. Each investor will also receive a warrant to purchase ofa
share of our common stock at an exercise price of $ per share, for each share of common stock purchased. The

common stock and warrants will be issued separately.

Our common stock is listed on the NYSE-Mkt under the symbol “NBY.” On December 4, 2012, the last reported sale
price of our common stock was $1.45 per share. There is no established public trading market for the warrants, and we
do not expect a market to develop. In addition, we do not intend to apply for the listing of the warrants on any national
securities exchange or other nationally recognized trading system.

As of November 26, 2012, the aggregate market value of our outstanding common stock held by non-affiliates was
approximately $45,034,735, based on 31,044,605 shares of outstanding common stock, of which approximately
26,831,944 shares are held by non-affiliates, and a per share price of $1.6784, based on the closing sale price of our
common stock on November 26, 2012. As of the date hereof, we have not offered any securities pursuant to General
Instruction 1.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 significant risks. Before purchasing our common stock and warrants, please review
the information, including information incorporated by reference, under the heading “Risk Factors” beginning on
page S-4 of this prospectus supplement and page 6 of the accompanying prospectus.

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. Any representation to the
contrary is a criminal offense.

Per Share and
Accompanying
Warrant (1) Total
Public offering price $ $
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Underwriting discounts and commissions $ $

Proceeds, before expenses, to us $ $

The above summary of offering proceeds to us does not give effect to any exercise of the warrants being issued in this
offering. We estimate the total expenses of this offering payable by us, excluding the underwriting discounts and
commissions, will be approximately $ . The underwriter may also purchase up to an

additional shares of our common stock, and warrants to purchase up to shares of our common

stock, from us at the public offering price, less underwriting discounts and commissions, to cover over-allotments, if
any, within 30 days of the date of this prospectus supplement.
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Delivery of the shares of common stock will be made through the facilities of the Depository Trust Company. We
anticipate that delivery of the shares of our common stock and warrants will be made on or about December
2012, subject to customary closing conditions.

>

(1) The public offering price is $ per share of common stock and $0.01 per warrant to purchase of a share
of common stock.
Sole Book-Running Manager

Lazard Capital Markets
Prospectus supplement dated December , 2012.
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You should rely only on the information incorporated by reference or provided in this prospectus supplement, the
accompanying prospectus and any free writing prospectus that we have authorized for use in connection with this
offering. Neither we nor the underwriter have authorized anyone to provide you with different information. If anyone
provides you with different or inconsistent information, you should not rely on it. This prospectus supplement and the
accompanying prospectus do not constitute an offer to sell, or a solicitation of an offer to purchase, the securities
offered by this prospectus supplement and the accompanying prospectus in any jurisdiction where it is unlawful to
make such offer or solicitation. You should assume that the information contained in this prospectus supplement or
the accompanying prospectus, or any document incorporated by reference in this prospectus supplement or the
accompanying prospectus, and any free writing prospectus that we have authorized for use in connection with this
offering is accurate only as of the date of those respective documents. Neither the delivery of this prospectus
supplement nor any distribution of securities pursuant to this prospectus supplement shall, under any circumstances,
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create any implication that there has been no change in the information set forth or incorporated by reference into this
prospectus supplement or in our affairs since the date of this prospectus supplement. Our business, financial condition,
results of operations and prospects may have changed since that date.
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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 and accompanying warrants 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 prospectus, 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, on the other hand, you should rely on the information in this
prospectus supplement.

Before purchasing any securities, you should carefully read both this prospectus supplement and the accompanying
prospectus, together with the documents incorporated by reference herein as described under the heading

“Incorporation of Certain Information by Reference” and the additional information described under the heading, “Where
You Can Find More Information” 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.

Unless the context otherwise requires, references in this prospectus supplement to “we”, “us” and “our” refer to NovaBay
Pharmaceuticals, Inc. and its consolidated subsidiaries.

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 and
the accompanying warrants. 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 documents 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

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.

e Ophthalmology - NovaBay is developing an eye drop formulation of NVC-422 for treating viral conjunctivitis, for
which there is currently no FDA-approved treatment.

e 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.
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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, for the commercialization of NeutroPhase in the
People’s Republic of China, excluding Hong Kong, Macau and Taiwan. In September 2012, NovaBay announced that
it had entered into an international distribution agreement with Pioneer Pharma that supplements the distribution
agreement entered into in January 2012, that covers distribution in Hong Kong, Macau, Taiwan, Singapore, Malaysia,
Indonesia, Myanmar, Philippines, Thailand, Vietnam, Brunei, Cambodia and Laos.

S-1
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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.

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.

THE OFFERING

Common stock offered by us pursuant to this prospectus shares (or shares if the underwriter
supplement exercises in full its over-allotment option to purchase
additional shares)

Warrants offered Warrants to purchase up to shares of common
stock (or shares if the underwriter exercises in full its
over-allotment option to purchase additional warrants).
The warrants will be exercisable during the period
commencing on the date of original issuance and ending

years from such issuance date at an exercise
price of $ per share of common stock. The form of
warrant is attached as Annex A to this prospectus
supplement. This prospectus also relates to the offering of
the shares of common stock issuable upon exercise of the
warrants.

Common stock to be outstanding immediately shares(1) (or shares if the underwriter
after the offering exercises in full its over-allotment option to purchase
additional shares)

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 and selling, general and administrative
expenses. See “Use of Proceeds” below.
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NYSE-Mkt Symbol 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 29,746,714 shares of common stock issued and outstanding as of September 30, 2012, and
excludes the following:

e shares of common stock issuable upon the exercise of stock options outstanding, of which there were 5,907,206
outstanding as of September 30, 2012, with a weighted average exercise price of $1.55 per share;

S-2
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eshares of common stock issuable upon the vesting of outstanding restricted stock units, of which there were 298,375
outstanding as of September 30, 2012;

eshares of common stock issuable upon the exercise of our outstanding warrants, of which there were warrants
outstanding as of September 30, 2012, to purchase 1,225,000 shares of common stock at an exercise price of $2.75
per share, 3,488,005 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 800,000 shares of common stock at an exercise price of $1.50 per share; and

e 77,090 common stock not subject to stock awards and reserved for issuance under our equity incentive plans.

Except as otherwise noted, all information in this prospectus supplement assumes no exercise of the underwriter’s
option to purchase up to additional shares of common stock, and warrants to purchase shares of
common stock, to cover over-allotments, if any.

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 Quarterly Report on Form 10-Q filed with the Securities and Exchange
Commission, or the SEC, on November 1, 2012, which is incorporated by reference herein. Before purchasing our
common stock and the accompanying warrants, you should carefully consider the risk factors set forth below and in
our Quarterly Report on Form 10-Q filed with the SEC on November 1, 2012, as well as all other information
contained in this prospectus supplement and the accompanying prospectus and incorporated by reference, including
our consolidated financial statements and the related notes and the additional risk factors contained in our most recent
Annual Report on Form 10-K and Quarterly Reports on Form 10-Q, as well as any amendments thereto, as filed with
the SEC, 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 Quarterly Report on Form 10-Q filed with the SEC on November 1,
2012, 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 Quarterly Report on Form 10-Q filed with the SEC on November 1, 2012, 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 Quarterly
Report on Form 10-Q filed with the SEC on November 1, 2012, also include forward-looking statements and our
actual results may differ substantially from those discussed in these forward-looking statements. See the section
entitled “Forward-Looking Information.”

Risks Relating to our Common Stock and 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. 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.

Since the price per share of our common stock being offered is substantially higher than the net tangible book value
per share of our common stock, you will suffer substantial dilution in the net tangible book value of the common stock
you purchase in this offering. Based on the assumed sale of 5,000,000 shares of common stock in this offering and the
assumed public offering price of $1.45 per share (which is based on the closing price of our common stock on the
NYSE-Mkt on December 4, 2012), if you purchase shares of common stock in this offering, you will suffer
immediate and substantial dilution of $1.05 per share in the net tangible book value of the common stock. See the
section entitled “Dilution” below for a more detailed discussion of the dilution you will incur if you purchase common
stock and accompanying warrants in this offering.

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

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

12
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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 and accompanying warrants in this offering.

S-4
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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, 2011 through December 2,
2012, the share price of our common stock has ranged from a high of $1.68 to a low of $0.94. Factors contributing to
such volatility include, but are not limited to:
eresults of preclinical studies and clinical trials;
einformation relating to the safety or efficacy of products or product candidates;
edevelopments regarding regulatory filings;
eannouncements of new collaborations;
efailure to enter into collaborations;
edevelopments in existing collaborations;
eour funding requirements and the terms of our financing arrangements;
stechnological innovations or new indications for our therapeutic products and product candidates;
eintroduction of new products or technologies by us or our competitors;
esales and estimated or forecasted sales of products for which we receive royalties, if any;
egovernment regulations;
edevelopments in patent or other proprietary rights;
*the number of shares issued and outstanding;
*the number of shares trading on an average trading day;
eannouncements regarding other participants in the biotechnology and pharmaceutical industries; and

*market speculation regarding any of the foregoing.

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 will sell shares, or approximately % of our outstanding common stock as of
September 30, 2012, together with warrants to purchase shares, or approximately % of our outstanding
common stock as of September 30, 2012. 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

14
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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-5
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There is no public market for the warrants to purchase shares of common stock being offered in this offering.

There is no established public trading market for the warrants being offered in this offering, and we do not expect a
market to develop. In addition, we do not intend to apply to list the warrants on any national securities exchange or
other nationally recognized trading system, including the NYSE MKT. Without an active market, the liquidity of the
warrants will be limited. The warrants in this offering will be issued in physical form.

FORWARD-LOOKING INFORMATION

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 in
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 defices, 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 most recent Annual

Report on Form 10-K and Quarterly Reports on Form 10-Q, including in our most recent Quarterly Report on

Form 10-Q filed with the SEC on November 1, 2012. 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.

9 ¢ 29 ¢ EEINT3 LT3

USE OF PROCEEDS

We estimate the net proceeds from this offering will be approximately $ , excluding the proceeds, if any,
from the exercise of the warrants, after deducting underwriting discounts and commissions and our estimated offering
expenses.

We currently intend to use the net proceeds from this offering for working capital and general corporate purposes,
including research and development, clinical trials and selling, 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 the
U.S. government.

16
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DILUTION

Our net tangible book value as of September 30, 2012, was approximately $7,443,719, or $0.25 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 September 30, 2012. 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.

S-6
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After giving effect to the assumed sale of 5,000,000 shares of common stock and accompanying warrants in this
offering at the assumed public offering price of $1.45 per share (based upon the closing price of our common stock on
the NYSE-Mkt on December 4, 2012) and accompanying warrant, and after deducting the underwriting discounts and
commissions and estimated offering expenses payable by us, and excluding the proceeds, if any, from the exercise of
the warrants issued pursuant to this offering, our as adjusted net tangible book value as of September 30, 2012, would
have been approximately $13,866,819, or $0.40 per share. This represents an immediate increase in net tangible book
value of $0.15 per share to existing stockholders and immediate dilution in net tangible book value of $1.05 per share
to new investors purchasing our shares of common stock in this offering. The following table illustrates this dilution
on a per share basis:

Assumed public offering price per share and accompanying warrant $ 1.45
Net tangible book value per share as of September 30, 2012 $ 0.25
Increase per share attributable to investors participating in this offering $ 0.15
As adjusted net tangible book value per share after this offering $ 0.40
Dilution per share to investors participating in this offering $ 1.05

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.

If the underwriters exercise in full their option to purchase 750,000 additional shares and accompanying warrants at
the assumed public offering price of $1.45 per share of common stock and accompanying warrant, the as adjusted net
tangible book value after this offering would be $14,954,319 per share, representing an increase in net tangible book
value of $0.25 per share to existing stockholders and immediate dilution in net tangible book value of $1.03 per share
to investors participating in this offering at the offering price.

The above discussion and table are based on 29,746,714 shares of common stock issued and outstanding as of
September 30, 2012, and excludes the following:

eshares of common stock issuable upon the exercise of stock options outstanding, of which there were 5,907,206
outstanding as of September 30, 2012, with a weighted average exercise price of $1.55 per share;

eshares of common stock issuable upon the vesting of outstanding restricted stock units, of which there were 298,375
outstanding as of September 30, 2012;

eshares of common stock issuable upon the exercise of our outstanding warrants, of which there were warrants
outstanding as of September 30, 2012, to purchase 1,225,000 shares of common stock at an exercise price of $2.75
per share, 3,488,005 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 800,000 shares of common stock at an exercise price of $1.50 per share; and

¢77,090 common stock not subject to stock awards and reserved for issuance under our equity incentive plans.
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.
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Each $0.10 increase (decrease) in the assumed public offering price of $1.45 per share and accompanying warrant
would increase (decrease) our as adjusted net tangible book value after this offering by $500,000, or $0.014 per share,
and the dilution per share to new investors by $0.086 per share, assuming that the number of shares and accompanying
warrants offered by us, as set forth above, remains the same and after deducting the underwriting discounts and
estimated offering expenses payable by us. We may also increase or decrease the number of shares and accompanying
warrants we are offering from the assumed number of shares and accompanying warrants set forth above. An increase
(decrease) of 1 million shares and accompanying warrants in the number of shares and accompanying warrants offered
by us from the assumed number of shares and accompanying warrants set forth above would increase (decrease) our
as adjusted net tangible book value after this offering by $1,450,000, or $0.029 per share, and the dilution per share to
new investors by $0.029 per share, assuming that the assumed public offering price remains the same and after
deducting the underwriting discounts and estimated offering expenses payable by us. The information discussed above
is illustrative only and will adjust based on the actual public offering price, the actual number of shares that we offer
in this offering, and other terms of this offering determined at pricing.

DESCRIPTION OF SECURITIES WE ARE OFFERING

We are offering (a) shares of our common stock and (b) warrants to purchase shares of our common
stock (and the shares of our common stock issuable from time to time upon exercise of the offered warrants). The
common stock and warrants will be issued separately. The common stock offered by this prospectus supplement and
the accompanying prospectus is described in the accompanying prospectus under the heading “Description of Capital
Stock.” The warrants offered by this prospectus supplement and the accompanying prospectus are described
immediately below.

S-7
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Warrants

Form. The warrants will be issued as individual warrant agreements to the investors. The form of warrant is attached
as Annex A to this Prospectus Supplement.

Exercisability. The warrants are exercisable beginning on the date of issuance, and at any time up to the anniversary
of the date of issuance. The warrants will be exercisable, at the option of each holder, in whole or in part by delivering
to us a duly executed exercise notice accompanied by payment in full for the number of shares of our common stock
purchased upon such exercise (except in the case of a cashless exercise as discussed below). No fractional shares of
common stock will be issued in connection with the exercise of a warrant. In lieu of fractional shares, we will pay the
holder an amount in cash equal to the fractional amount multiplied by the market value of a share of common

stock. The holder will not have the right to exercise any portion of the warrant if the holder (together with its
affiliates) would beneficially own in excess of 9.99% of the number of shares of our common stock outstanding
immediately after giving effect to the exercise, as such percentage ownership is determined in accordance with the
terms of the warrants.

Failure to Timely Deliver Shares. If we fail to deliver to the investor a certificate representing shares issuable upon
exercise of a warrant by the third trading day after the exercise date as required by the warrant, and if the investor
purchases the shares of our common stock after that third trading day to deliver in satisfaction of a sale by the investor
of the underlying warrant shares that the investor anticipated receiving from us, then, within three trading days of
receipt of the investor’s request, we, at the investor’s discretion, will either (i) pay cash to the investor in an amount
equal to the investor’s total purchase price (including brokerage commissions, if any) for the shares of common stock
purchased less the exercise price (as described below), or the buy-in price, at which point our obligation to deliver the
warrant (and to issue the underlying common stock) will terminate, or (ii) promptly honor our obligation to deliver to
the investor a certificate or certificates representing the underlying common stock and pay cash to the investor in an
amount equal to the excess (if any) of the buy-in price over the product of (A) the number of shares of common stock,
times (B) the per share closing price of our common stock on the date of the event giving rise to our obligation to
deliver the certificate.

Cashless Exercise. In the event that a registration statement covering shares of common stock underlying the
warrants, or an exemption from registration, is not available for either registration of such shares of common stock
underlying the warrants or the resale of such underlying shares, the holder may, in its sole discretion, exercise the
warrant in whole or in part and, in lieu of making the cash payment otherwise contemplated to be made to us upon
such exercise in payment of the aggregate exercise price, elect instead to receive upon such exercise the net number of
shares of common stock determined according to the formula set forth in the warrant.

Exercise Price. Each warrant represents the right to purchase of a share of common stock at an exercise
price equal to $ per share, subject to adjustment as described below. The exercise price is subject to
appropriate adjustment in the event of certain stock dividends and distributions, stock splits, stock combinations,
reclassifications or similar events affecting our common stock and also upon any distributions of assets, including
cash, stock or other property to our stockholders.

Fundamental Transactions. If we consummate any merger, consolidation, sale or other reorganization event in which
our common stock is converted into or exchanged for securities, cash or other property, or if we consummate certain
sales or other business combinations, then following such event, the holders of the warrants will be entitled to receive
upon exercise of the warrants the kind and amount of securities, cash or other property that the holders would have
received had they exercised the warrants immediately prior to such event.

Governing Law. The warrant is governed by California law.
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Transferability. Subject to applicable laws, the warrants may be offered for sale, sold, transferred or assigned without
our consent.

Exchange Listing. There is no public trading market for the warrants, and we do not expect a market to develop. In
addition, we do not intend to apply for listing of the warrants on any securities exchange or other trading system.

Rights as a Stockholder. Except as otherwise provided in the warrants or by virtue of such holder’s ownership of
shares of our common stock, the holder of a warrant does not have the rights or privileges of a holder of our common
stock, including any voting rights, until the holder exercises the warrant.

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 anticipated capital 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.

UNDERWRITING

Under the terms and subject to the conditions in an underwriting agreement dated the date of this prospectus
supplement, Lazard Capital Markets LLC, as the sole underwriter, has agreed to purchase, and we have agreed to sell
to it, the number of shares of our common stock and accompanying warrants at the public offering price, less the
underwriting discounts and commissions, as set forth on the cover page of this prospectus supplement as indicated
below:

Number
of Shares
Number Underlying
Underwriter of Shares Warrants

Lazard Capital Markets LLC
Total:

The underwriter is offering the shares of common stock and accompanying warrants subject to its acceptance of the
shares and accompanying warrants from us and subject to prior sale. The underwriting agreement provides that the
obligations of the underwriter to pay for and accept delivery of the shares and accompanying warrants offered by this
prospectus supplement are subject to certain conditions precedent, including the absence of any material adverse
change in our business and the approval of certain legal matters by its counsel and the receipt of customary legal
opinions, letters and certificates and to other conditions. The underwriter is obligated to take and pay for all of the
shares of common stock and accompanying warrants offered by this prospectus supplement if any such shares and
accompanying warrants are taken.

The underwriter has an option to buy up to additional shares of common stock, and warrants to purchase up
to shares of common stock, from us to cover sales of shares by the underwriter which exceed the number of
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shares specified in the table above. The underwriter may exercise this option at any time and from time to time during
the 30-day period from the date of this prospectus supplement. If any additional shares of common stock are
purchased, the underwriter will offer the additional shares of common stock on the same terms as those on which the
shares are being offered.
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The underwriter initially proposes to offer the shares of common stock and accompanying warrants directly to the
public at the public offering price listed on the cover page of this prospectus supplement. The underwriter may offer
common stock and accompanying warrants to securities dealers at the price to the public less a concession not in
excess of $ per share and accompanying warrant. Securities dealers may re-allow a concession to other dealers.
After the initial offering of the shares and accompanying warrants, the offering price and other selling terms may from
time to time be varied by the underwriter.

The underwriting agreement provides that the obligations of the underwriter are subject to certain conditions
precedent, including the absence of any material adverse change in our business and the receipt of customary legal
opinions, letters and certificates.

Discounts and Commissions
The following table summarizes the public offering price, underwriting discounts and commissions and proceeds

before expenses to us assuming both no exercise and full exercise of the underwriter’s option to purchase additional
shares of common stock:

Total
Per Share and Without With
Accompanying
Warrants Over-Allotment Over-Allotment
Public offering price (1) $ $ $
Underwriting discounts and commissions $ $ $
Proceeds, before expenses, to us $ $ $

(1) The public offering price is $ per share of common stock and $0.01 per
warrant to purchase of a share of common stock.

The expenses of the offering, not including the underwriting discounts and commissions, payable by us, are estimated
tobe $ , which includes up to $140,000 that we have agreed to reimburse the underwriter for certain fees and
legal expenses incurred by them in connection with this offering. The relationship between Lazard Freres & Co. LLC
and Lazard Capital Markets LL.C is governed by a business alliance agreement between their respective parent
companies. Pursuant to such agreement, Lazard Freres & Co. LLC referred this transaction to Lazard Capital Markets
LLC and will receive a referral fee from Lazard Capital Markets LLC in connection therewith; however, such referral
fee is not in addition to the fee paid by us to Lazard Capital Markets LL.C described above.

Quotation on the NYSE-Mkt

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.

Indemnification

We and the underwriter have agreed to indemnify each other, and we have also agreed to indemnify Lazard Freres &
Co. LLC, against certain liabilities, including liabilities under the Securities Act. We have also agreed to contribute to

payments the underwriter and Lazard Freres & Co. LLC may be required to make in respect of such liabilities.
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Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors,
officers or persons controlling the registrant pursuant to the foregoing provisions, the registrant has been informed that
in the opinion of the Securities and Exchange Commission such indemnification is against public policy as expressed
in the Act and is therefore unenforceable.
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No Sales of Similar Securities

We and each of our executive officers and directors and certain of our stockholders have agreed with the underwriter,
subject to certain exceptions, not to dispose of or hedge any of our shares of common stock or securities convertible
into or exercisable or exchangeable for common stock for 90 days after the date of this prospectus supplement without
first obtaining the written consent of Lazard Capital Markets LL.C. The 90 day “lock-up” period during which we and
our executive officers and directors and certain of our stockholders are restricted from engaging in transactions in our
common stock or securities convertible into or exercisable or exchangeable for common stock is subject to extension
in the event that either (i) during the last 17 days of the “lock-up” period, we issue an earnings or financial results
release or material news or a material event relating to us occurs, or (ii) prior to the expiration of the “lock-up” period,
we announce that we will release earnings or financial results during the 16-day period beginning on the last day of
the “lock-up” period, then in either case the expiration of the “lock-up” period will be extended until the expiration of the
18-day period beginning on the issuance of the earnings or financial results release or the occurrence of the material
news or material event, as applicable, unless Lazard Capital Markets LL.C waives, in writing, such an extension.

Price Stabilization, Short Positions

In order to facilitate the offering of the shares of common stock and accompanying warrants, the underwriter may
engage in transactions that stabilize, maintain or otherwise affect the price of our common stock. Specifically, the
underwriter may sell more shares of common stock than it is obligated to purchase under the underwriting agreement,
creating a short position. The underwriter must close out any short position by purchasing shares of common stock in
the open market. A short position may be created if the underwriter is concerned that there may be downward pressure
on the price of the common stock in the open market after pricing that could adversely affect investors who purchased
in this offering. As an additional means of facilitating this offering, the underwriter may bid for, and purchase, shares
of our common stock in the open market to stabilize the price of the common stock. These activities may raise or
maintain the market price of our common stock above independent market levels or prevent or slow a decline in the
market price of our common stock. The underwriter is not required to engage in these activities, and may end any of
these activities at any time.

A prospectus in electronic format may be made available on websites maintained by the underwriter. The underwriter
may agree to allocate a number of shares of common stock to its online brokerage account holders. Internet
distributions will be allocated by the underwriter on the same basis as other allocations.

United Kingdom

This document is only being distributed to and is only directed at (i) persons who are outside the United Kingdom or
(ii) to investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”) or (iii) high net worth entities, and other persons to whom it may lawfully be
communicated, falling within Article 49(2)(a) to (e) of the Order (all such persons together being referred to as
“relevant persons”). The shares of common stock are only available to, and any invitation, offer or agreement to
subscribe, purchase or otherwise acquire such shares will be engaged in only with, relevant persons. Any person who
is not a relevant person should not act or rely on this document or any of its contents.

The underwriter has represented and agreed that:
(a) it has only communicated or caused to be communicated and will only communicate or cause to be communicated
an invitation or inducement to engage in investment activity (within the meaning of Section 21 of the Financial

Services and Markets Act 2000 or FSMA) received by it in connection with the issue or sale of the shares in
circumstances in which Section 21(1) of the FSMA does not apply to us, and
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(b) it has complied with, and will comply with all applicable provisions of FSMA with respect to anything done by it
in relation to the shares in, from or otherwise involving the United Kingdom.
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European Economic Area

To the extent that the offer of the shares of common stock are made in any Member State of the European Economic
Area that has implemented the Prospectus Directive before the date of publication of a prospectus in relation to the
shares of common stock which has been approved by the competent authority in the Member State in accordance with
the Prospectus Directive (or, where appropriate, published in accordance with the Prospectus Directive and notified to
the competent authority in the Member State in accordance with the Prospectus Directive), the offer (including any
offer pursuant to this document) is only addressed to qualified investors in that Member State within the meaning of
the Prospectus Directive or has been or will be made otherwise in circumstances that do not require us to publish a
prospectus pursuant to the Prospectus Directive.

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive
(each, a “Relevant Member State”), the underwriter has represented and agreed that with effect from and including the
date on which the Prospectus Directive is implemented in that Relevant Member State (the “Relevant Implementation
Date”) it has not made and will not make an offer of shares to the public in that Relevant Member State prior to the
publication of a prospectus in relation to the shares which has been approved by the competent authority in that
Relevant Member State or, where appropriate, approved in another Relevant Member State and notified to the
competent authority in that Relevant Member State, all in accordance with the Prospectus Directive, except that it
may, with effect from and including the Relevant Implementation Date, make an offer of shares to the public in that
Relevant Member State at any time:

(a) to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or
regulated, whose corporate purpose is solely to invest in securities,

(b) to any legal entity which has two or more of (1) an average of at least 250 employees during the last financial year;
(2) a total balance sheet of more than €43,000,000 and (3) an annual net turnover of more than €50,000,000, as shown in
its last annual or consolidated accounts, or

(c) in any other circumstances which do not require the publication by us of a prospectus pursuant to Article 3 of the
Prospectus Directive. For the purposes of this provision, the expression an “offer of shares to the public” in relation to
any shares in any Relevant Member State means the communication in any form and by any means of sufficient
information on the terms of the offer and the shares to be offered so as to enable an investor to decide to purchase or
subscribe the shares, as the same may be varied in that Relevant Member State by any measure implementing the
Prospectus Directive in that Relevant Member State and the expression “Prospectus Directive” means Directive
2003/71/EC and includes any relevant implementing measure in each Relevant Member State.

The EEA selling restriction is in addition to any other selling restrictions set out below. In relation to each Relevant
Member State, each purchaser of shares of common stock (other than the underwriter) will be deemed to have
represented, acknowledged and agreed that it will not make an offer of shares of common stock to the public in any
Relevant Member State, except that it may, with effect from and including the date on which the Prospectus Directive

is implemented in the Relevant Member State, make an offer of shares of common stock to the public in that Relevant
Member State at any time in any circumstances which do not require the publication by us of a prospectus pursuant to
Article 3 of the Prospectus Directive, provided that such purchaser agrees that it has not and will not make an offer of
any shares of common stock in reliance or purported reliance on Article 3(2)(b) of the Prospectus Directive. For the
purposes of this provision, the expression an “offer of Shares to the public” in relation to any shares of common stock in
any Relevant Member State has the same meaning as in the preceding paragraph.

LEGAL MATTERS
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Certain legal matters with respect to the legality of the issuance of the shares of common stock and accompanying
warrants offered by us will be passed upon for us by Cooley LLP, Palo Alto, California. Certain legal matters will be
passed upon for the underwriters by Proskauer Rose LLP, New York, New York.

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
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.
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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

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.

We also maintain a website at http://www.novabaypharma.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):

e our annual report on Form 10-K for the year ended December 31, 2011, filed with the SEC on March 27, 2012,
including the information specifically incorporated by reference therein from our definitive proxy statement on

Schedule 14A, filed on April 26, 2012;

eour quarterly reports on Form 10-Q for the fiscal quarters ended March 31, 2012, June 30, 2012, and September 30,
2012, filed with the SEC on May 3, 2012, August 9, 2012, and November 1, 2012, respectively;

eour current reports on Form 8-K, filed with the SEC on January 12, 2012, February 23, 2012, June 18, 2012,
September 17, 2012, October 16, 2012, November 5, 2012, and November 21, 2012; and
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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.
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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.

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.

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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Annex A

PURSUANT TO THE TERMS OF SECTION 1 AND SECTION 17 OF THIS WARRANT, ALL OR A PORTION
OF THIS WARRANT MAY HAVE BEEN EXERCISED OR CANCELED, AND THEREFORE THE ACTUAL
NUMBER OF WARRANT SHARES REPRESENTED BY THIS WARRANT MAY BE LESS THAN THE
AMOUNTS SET FORTH ON THE FACE HEREOF. ANY TRANSFEREE OF THIS WARRANT SHOULD
CONTACT NOVABAY PHARMACEUTICALS, INC. IN ADVANCE OF ACQUIRING THIS WARRANT TO BE
APPRISED OF THE ACTUAL NUMBER OF SHARES THAT MAY BE ACQUIRED PURSUANT TO THE
EXERCISE OF THIS WARRANT.

NOVABAY PHARMACEUTICALS, INC.
Warrant to Purchase Common Stock

Warrant No.: 2012-
Number of Shares of Common Stock:
Date of Issuance: December , 2012 (“Issuance Date”)

NovaBay Pharmaceuticals, Inc., a Delaware corporation (the “Company”), certifies that, for good and valuable
consideration, the receipt and sufficiency of which are acknowledged, , the registered holder hereof or its
permitted assigns (the “Holder”), is entitled, subject to the terms set forth below, to purchase from the Company, at the
Exercise Price (as defined below) then in effect, upon surrender of this Warrant to Purchase Common Stock

(including any Warrants to Purchase Common Stock issued in exchange, transfer or replacement hereof, the “Warrant”),
at any time or times on or after the date hereof (the “Exercisability Date”), but not after 5:30 p.m., New York Time, on
the Expiration Date (as defined below), ( ) fully paid and nonassessable shares of Common Stock (as
defined below) (the “Warrant Shares”). Except as otherwise defined herein, capitalized terms in this Warrant shall have
the meanings set forth in Section 14. This Warrant is one of a series of warrants to purchase shares of Common Stock
(collectively, the “Warrants”) issued on December , 2012 (the “Issuance Date”), pursuant to the Company’s
Registration Statement on Form S-3 (No. 333-180460) (as amended) (the “Registration Statement”).
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1. EXERCISE OF WARRANT.

(a) Mechanics of Exercise. Subject to the terms and conditions hereof (including, without limitation, the
limitations set forth in Section 1(e)), this Warrant may be exercised by the Holder on any day on or after the
Exercisability Date, in whole or in part (but not as to fractional shares), by (i) delivery of a written notice, in the form
attached hereto as Exhibit A (the “Exercise Notice”), of the Holder’s election to exercise this Warrant and (i1) if both (A)
the Holder is not electing a Cashless Exercise (as defined below) pursuant to Section 1(d) of this Warrant and (B) a
registration statement registering the issuance of the Warrant Shares under the Securities Act of 1933, as amended (the
“Securities Act”), is effective and available for the issuance of the Warrant Shares, or an exemption from registration
under the Securities Act is available for the issuance of the Warrant Shares, payment to the Company of an amount
equal to the applicable Exercise Price multiplied by the number of Warrant Shares as to which this Warrant is being
exercised (the “Aggregate Exercise Price”) in cash or wire transfer of immediately available funds (a “Cash Exercise”)
(the items under (i) and (ii) above, the “Exercise Delivery Documents”). The Holder shall not be required to surrender
this Warrant in order to effect an exercise hereunder; provided, however, that in the event that this Warrant is
exercised in full or for the remaining unexercised portion hereof, the Holder shall deliver this Warrant to the Company
for cancellation within a reasonable time after such exercise. On or before the first Trading Day following the date on
which the Company has received the Exercise Delivery Documents (the date upon which the Company has received
all of the Exercise Delivery Documents, the “Exercise Date”’), the Company shall transmit by facsimile or e-mail
transmission an acknowledgment of confirmation of receipt of the Exercise Delivery Documents to the Holder and the
Company’s transfer agent for the Common Stock (the “Transfer Agent”). The Company shall deliver any objection to the
Exercise Delivery Documents on or before the second Trading Day following the date on which the Company has
received all of the Exercise Delivery Documents. On or before the third Trading Day following the date on which the
Company has received all of the Exercise Delivery Documents (the “Share Delivery Date”), the Company shall, (X)
provided that the Transfer Agent is participating in The Depository Trust Company (“DTC”) Fast Automated Securities
Transfer Program (the “FAST Program”) and so long as the certificates therefor are not required to bear a legend
regarding restriction on transferability, upon the request of the Holder, credit such aggregate number of shares of
Common Stock to which the Holder is entitled pursuant to such exercise to the Holder’s or its designee’s balance
account with DTC through its Deposit Withdrawal Agent Commission system, or (Y), if the Transfer Agent is not
participating in the FAST Program or if the certificates are required to bear a legend regarding restriction on
transferability, issue and dispatch by overnight courier to the address as specified in the Exercise Notice, a certificate,
registered in the Company’s share register in the name of the Holder or its designee, for the number of shares of
Common Stock to which the Holder is entitled pursuant to such exercise. Upon delivery of the Exercise Delivery
Documents, the Holder shall be deemed for all corporate purposes to have become the holder of record of the Warrant
Shares with respect to which this Warrant has been exercised, irrespective of the date such Warrant Shares are
credited to the Holder’s DTC account or the date of delivery of the certificates evidencing such Warrant Shares, as the
case may be. If this Warrant is submitted in connection with any exercise pursuant to this Section 1(a) and the
number of Warrant Shares represented by this Warrant submitted for exercise is greater than the number of Warrant
Shares being acquired upon an exercise, then the Company shall as soon as practicable and in no event later than three
Trading Days after any such submission and at its own expense, issue a new Warrant (in accordance with Section
7(e)) representing the right to purchase the number of Warrant Shares purchasable immediately prior to such exercise
under this Warrant, less the number of Warrant Shares with respect to which this Warrant has been and/or is

exercised. The Company shall pay any and all taxes and other expenses of the Company (including overnight delivery
charges) that may be payable with respect to the issuance and delivery of Warrant Shares upon exercise of this
Warrant; provided, however, that the Company shall not be required to pay any tax which may be payable in respect
of any transfer involved in the registration of any certificates for Warrant Shares or Warrants in a name other than that
of the Holder or an affiliate thereof. The Holder shall be responsible for all other tax liability that may arise as a result
of holding or transferring this Warrant or receiving Warrant Shares upon exercise hereof.
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(b) Exercise Price. For purposes of this Warrant, “Exercise Price” means $ per share of Common Stock,
subject to adjustment as provided herein.

© Failure to Timely Deliver Shares. In addition to any other rights available to a Holder, if the Company fails
to deliver to the Holder a certificate representing Warrant Shares by the third Trading Day after the Exercise Date, and
if after such third Trading Day the Holder purchases (in an open market transaction or otherwise) shares of Common
Stock to deliver in satisfaction of a sale by the Holder of the Warrant Shares that the Holder anticipated receiving
from the Company (a “Buy-In”), then the Company shall, within three Trading Days after the Holder’s request and in the
Holder’s discretion, either (i) pay cash to the Holder in an amount equal to the Holder’s total purchase price (including
brokerage commissions, if any) for the shares of Common Stock so purchased less the Exercise Price (the “Buy-In
Price”), at which point the Company’s obligation to deliver such certificate (and to issue such Common Stock) shall
terminate, or (ii) promptly honor its obligation to deliver to the Holder a certificate or certificates representing such
Common Stock and pay cash to the Holder in an amount equal to the excess (if any) of the Buy-In Price over the
product of (A) such number of shares of Common Stock, times (B) the Closing Price on the date of the event giving
rise to the Company’s obligation to deliver such certificate.

(d) Cashless Exercise. Notwithstanding anything contained herein to the contrary, if a registration statement
registering the issuance of the Warrant Shares under the Securities Act is not effective or available for the issuance of
the Warrant Shares, the Holder may, in its sole discretion, exercise this Warrant in whole or in part and, in lieu of
making the cash payment otherwise contemplated to be made to the Company upon such exercise in payment of the
Aggregate Exercise Price, elect instead to receive upon such exercise the “Net Number” of shares of Common Stock
determined according to the following formula (a “Cashless Exercise”):

Net Number = (A xB)-(AxC)
B

For purposes of the foregoing formula:
A= the total number of shares with respect to which this Warrant is then being exercised.

B=the Weighted Average Price of the shares of Common Stock (as reported by Bloomberg) on the date immediately
preceding the date of the Exercise Notice.

C= the Exercise Price then in effect for the applicable Warrant Shares at the time of such exercise.
For purposes of Rule 144(d) promulgated under the Securities Act, as in effect on the date hereof, assuming the
Holder is not an affiliate of the Company, it is intended that the Warrant Shares issued in a Cashless Exercise shall be

deemed to have been acquired by the Holder, and the holding period for the Warrant Shares shall be deemed to have
commenced, on the closing date of the offering pursuant to which the Company was obligated to issue this Warrant.
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(e) Limitations on Exercises. (1) The Company shall not effect the exercise of this Warrant, and the Holder
shall not have the right to exercise this Warrant, to the extent that after giving effect to such exercise, such Holder
(together with such Holder’s affiliates and any other Persons acting as a group together) would beneficially own in
excess of 9.99% (the “Maximum Percentage”) of the shares of Common Stock outstanding immediately after giving
effect to such exercise. For purposes of the foregoing sentence, the aggregate number of shares of Common Stock
beneficially owned by such Person and its affiliates shall include the number of shares of Common Stock issuable
upon exercise of this Warrant with respect to which the determination of such sentence is being made, but shall
exclude shares of Common Stock which would be issuable upon (i) exercise of the remaining, unexercised portion of
this Warrant beneficially owned by such Person and its affiliates and (ii) exercise or conversion of the unexercised or
unconverted portion of any other securities of the Company beneficially owned by such Person and its affiliates
(including, without limitation, any convertible notes or convertible preferred stock or warrants) subject to a limitation
on conversion or exercise analogous to the limitation contained herein. Except as set forth in the preceding sentence,
for purposes of this paragraph, beneficial ownership shall be calculated in accordance with Section 13(d) of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), it being acknowledged that the Company is not
representing to the Holder that such calculation is in compliance with Section 13(d) of the Exchange Act, and the
Holder is solely responsible for any schedules required to be filed in accordance therewith. For purposes of this
Warrant, in determining the number of outstanding shares of Common Stock, the Holder may rely on the number of
outstanding shares of Common Stock as reflected in (1) the Company’s most recent Form 10-K, Form 10-Q, Current
Report on Form 8-K or other public filing with the Securities and Exchange Commission, as the case may be, (2) a
more recent public announcement by the Company or (3) any other notice by the Company or the Transfer Agent
setting forth the number of shares of Common Stock outstanding. For any reason at any time, upon the written or oral
request of the Holder, where such request indicates that it is being made pursuant to this Warrant, the Company shall
within two Trading Days confirm orally and in writing to the Holder the number of shares of Common Stock then
outstanding. In any case, the number of outstanding shares of Common Stock shall be determined after giving effect
to the conversion or exercise of securities of the Company, including the Warrants, by the Holder and its affiliates
since the date as of which such number of outstanding shares of Common Stock was reported. By written notice to
the Company, the Holder may increase or decrease the Maximum Percentage to any other percentage not in excess of
9.99% specified in such notice; provided, that (i) any such increase will not be effective until the 61st day after such
notice is delivered to the Company and (ii) any such increase or decrease will apply only to the Holder and not to any
other holder of Warrants. The provisions of this paragraph shall be construed and implemented in a manner otherwise
than in strict conformity with the terms of this Section 1(e) to correct this paragraph (or any portion hereof) which
may be defective or inconsistent with the intended beneficial ownership limitation herein contained or to make
changes or supplements necessary or desirable to properly give effect to such limitation.
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® No Fractional Shares or Scrip. No fractional shares or scrip representing fractional shares shall be issued
upon the exercise of this Warrant. As to any fraction of a share that the Holder would otherwise be entitled to
purchase upon such exercise, the Company shall pay a cash adjustment in respect of such final fraction in an amount
equal to such fraction multiplied by the Exercise Price.

2. ADJUSTMENT OF EXERCISE PRICE AND NUMBER OF WARRANT SHARES. The Exercise Price
and the number of Warrant Shares shall be adjusted from time to time as follows:

(@ Adjustment upon Subdivision or Combination of Shares of Common Stock. If the Company at any time on
or after the Issuance Date subdivides (by any stock split, stock dividend, recapitalization or otherwise) one or more
classes of its outstanding shares of Common Stock into a greater number of shares, the Exercise Price in effect
immediately prior to such subdivision will be proportionately reduced and the number of Warrant Shares will be
proportionately increased. If the Company at any time on or after the Issuance Date combines (by combination,
reverse stock split or otherwise) one or more classes of its outstanding shares of Common Stock into a smaller number
of shares, the Exercise Price in effect immediately prior to such combination will be proportionately increased and the
number of Warrant Shares will be proportionately decreased. Any adjustment under this Section 2(a) shall become
effective at the close of business on the date the subdivision or combination becomes effective.

(b) Other Events. If any event occurs of the type contemplated by the provisions of Section 2(a) but not
expressly provided for by such provisions (including, without limitation, the granting of stock appreciation rights,
phantom stock rights or other rights with equity features to the holders of the Company’s equity securities), then the
Company’s Board of Directors will make an appropriate adjustment in the Exercise Price and the number of Warrant
Shares so as to protect the rights of the Holder; provided, that no such adjustment pursuant to this Section 2(b) will
increase the Exercise Price or decrease the number of Warrant Shares as otherwise determined pursuant to this Section
2.

© Notwithstanding anything to the contrary in this Warrant, in no event shall the Exercise Price be reduced
below the par value of the Company's Common Stock

3. RIGHTS UPON DISTRIBUTION OF ASSETS. If the Company shall declare or make any dividend or
other distribution of its assets (or rights to acquire its assets) to holders of shares of Common Stock, by way of return
of capital or otherwise (including, without limitation, any distribution of cash, stock or other securities, property or
options by way of a dividend, spin off, reclassification, corporate rearrangement, scheme of arrangement or other
similar transaction) (a “Distribution”), at any time after the issuance of this Warrant, then, in each such case:

(€)) any Exercise Price in effect immediately prior to the close of business on the record date fixed for the
determination of holders of shares of Common Stock entitled to receive the Distribution shall be reduced, effective as
of the close of business on such record date, to a price determined by multiplying such Exercise Price by a fraction of
which (i) the numerator shall be the Weighted Average Price of the shares of Common Stock on the Trading Day
immediately preceding such record date minus the value of the Distribution (as determined in good faith by the
Company’s Board of Directors) applicable to one share of Common Stock, and (ii) the denominator shall be the
Weighted Average Price of the shares of Common Stock on the Trading Day immediately preceding such record date;
and
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(b) the number of Warrant Shares shall be increased to a number of shares equal to the number of shares of
Common Stock obtainable immediately prior to the close of business on the record date fixed for the determination of
holders of shares of Common Stock entitled to receive the Distribution multiplied by the reciprocal of the fraction set
forth in the immediately preceding paragraph (a); provided, that in the event that the Distribution is of shares of
Common Stock or common stock of a company whose common shares are traded on a national securities exchange or
a national automated quotation system (“‘Other Shares of Common Stock”), then the Holder may elect to receive a
warrant to purchase Other Shares of Common Stock in lieu of an increase in the number of Warrant Shares, the terms
of which shall be identical to those of this Warrant, except that such warrant shall be exercisable into the number of
shares of Other Shares of Common Stock that would have been payable to the Holder pursuant to the Distribution had
the Holder exercised this Warrant immediately prior to such record date and with an aggregate exercise price equal to
the product of the amount by which the exercise price of this Warrant was decreased with respect to the Distribution
pursuant to the terms of the immediately preceding paragraph (a) and the number of Warrant Shares calculated in
accordance with the first part of this paragraph (b).

4. PURCHASE RIGHTS; FUNDAMENTAL TRANSACTIONS.

(@ Purchase Rights. In addition to any adjustments pursuant to Section 2 above, if at any time prior to the
Expiration Date the Company grants, issues or sells any Options, Convertible Securities or rights to purchase stock,
warrants, securities or other property pro rata to the record holders of any class of shares of Common Stock (the
“Purchase Rights”), then the Holder will be entitled to acquire, upon the terms applicable to such Purchase Rights, the
aggregate Purchase Rights which the Holder could have acquired if the Holder had held the number of shares of
Common Stock acquirable upon complete exercise of this Warrant (without regard to any limitations on the exercise
of this Warrant) immediately before the date on which a record is taken for the grant, issuance or sale of such
Purchase Rights, or, if no such record is taken, the date as of which the record holders of shares of Common Stock are
to be determined for the grant, issue or sale of such Purchase Rights (provided, however, that to the extent that the
Holder’s right to participate in any such Purchase Right would result in the Holder exceeding the Maximum
Percentage, then the Holder shall not be entitled to participate in such Purchase Right to such extent (or beneficial
ownership of such shares of Common Stock as a result of such Purchase Right to such extent) and such Purchase
Right to such extent shall be held in abeyance for the Holder until such time, if ever, as its right thereto would not
result in the Holder exceeding the Maximum Percentage, at which time the Holder shall be granted such right to the
same extent as if there had been no such limitation).
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(b) Fundamental Transactions. Upon the occurrence of any Fundamental Transaction, the Successor Entity
shall succeed to, and be substituted for (so that from and after the date of such Fundamental Transaction, the
provisions of this Warrant referring to the “Company” shall refer instead to the Successor Entity), and may exercise
every right and power of the Company and shall assume all of the obligations of the Company under this Warrant with
the same effect as if such Successor Entity had been named as the Company herein. Upon consummation of the
Fundamental Transaction, the Successor Entity shall deliver to the Holder confirmation that there shall be issued upon
exercise of this Warrant at any time after the consummation of the Fundamental Transaction, in lieu of the shares of
the Common Stock (or other securities, cash, assets or other property purchasable upon the exercise of the Warrant
prior to such Fundamental Transaction), such shares of stock, securities, cash, assets or any other property whatsoever
(including warrants or other purchase or subscription rights), if any, that the Holder would have been entitled to
receive upon the happening of such Fundamental Transaction had this Warrant been exercised immediately prior to
such Fundamental Transaction, as adjusted in accordance with the provisions of this Warrant. In addition to and not
in substitution for any other rights hereunder, prior to the consummation of any Fundamental Transaction pursuant to
which holders of shares of Common Stock are entitled to receive securities or other assets with respect to or in
exchange for shares of Common Stock (a “Corporate Event”), the Company shall make appropriate provision to ensure
that the Holder will thereafter have the right to receive upon an exercise of this Warrant within 90 days after the
consummation of the Fundamental Transaction but, in any event, prior to the Expiration Date, in lieu of the shares of
the Common Stock (or other securities, cash, assets or other property) purchasable upon the exercise of the Warrant
prior to such Fundamental Transaction, such shares of stock, securities, cash, assets or any other property whatsoever
(including warrants or other purchase or subscription rights) which the Holder would have been entitled to receive
upon the happening of such Fundamental Transaction had the Warrant been exercised immediately prior to such
Fundamental Transaction and shall be applied without regard to any limitations on the exercise of this

Warrant. Provision made pursuant to the preceding sentence shall be in a form and substance reasonably satisfactory
to the Required Holders. The provisions of this Section shall apply similarly and equally to successive Fundamental
Transactions and Corporate Events and shall be applied without regard to any limitations on the exercise of this
Warrant.

5. RESERVATION OF WARRANT SHARES. The Company covenants that it will at all times reserve and
keep available out of the aggregate of its authorized but unissued and otherwise unreserved Common Stock, solely for
the purpose of enabling it to issue Warrant Shares upon exercise of this Warrant as herein provided, the number of
shares of Common Stock which are then issuable and deliverable upon the exercise of this entire Warrant, free from
preemptive or any other contingent purchase rights of Persons other than the Holder (taking into account the
adjustments and restrictions in Section 2). Such reservation shall comply with the provisions of Section 1. The
Company covenants that all shares of Common Stock so issuable and deliverable shall, upon issuance and the
payment of the applicable Exercise Price in accordance with the terms hereof, be duly and validly authorized, issued
and fully paid and nonassessable. The Company will take all such actions as may be necessary to assure that such
shares of Common Stock may be issued as provided herein without violation of any applicable law or regulation, or of
any requirements of any securities exchange or automated quotation system upon which the Common Stock may be
listed.
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6. WARRANT HOLDER NOT DEEMED A STOCKHOLDER. Except as otherwise specifically provided
herein, the Holder, solely in such Person’s capacity as a holder of this Warrant, shall not be entitled to vote or receive
dividends or be deemed the holder of share capital of the Company for any purpose, nor shall anything contained in
this Warrant be construed to confer upon the Holder, solely in such Person’s capacity as the Holder of this Warrant,
any of the rights of a stockholder of the Company or any right to vote, give or withhold consent to any corporate
action (whether any reorganization, issue of stock, reclassification of stock, consolidation, merger, conveyance or
otherwise), receive notice of meetings, receive dividends or subscription rights, or otherwise, prior to the issuance to
the Holder of the Warrant Shares which such Person is then entitled to receive upon the due exercise of this

Warrant. In addition, nothing contained in this Warrant shall be construed as imposing any liabilities on the Holder to
purchase any securities (upon exercise of this Warrant or otherwise) or as a stockholder of the Company, whether such
liabilities are asserted by the Company or by creditors of the Company.

7. REGISTRATION AND REISSUANCE OF WARRANTS.

(@ Registration of Warrant. The Company shall register this Warrant, upon the records to be maintained by the
Company for that purpose (the “Warrant Register”), in the name of the record Holder hereof from time to time. The
Company may deem and treat the registered Holder of this Warrant as the absolute owner hereof for the purpose of
any exercise hereof or any distribution to the Holder, and for all other purposes, absent actual notice to the

contrary. The Company shall also register any transfer, exchange, reissuance or cancellation of any portion of this
Warrant in the Warrant Register.

(b) Transfer of Warrant. This Warrant may be offered for sale, sold, transferred or assigned without the consent
of the Company, except as may otherwise be required by applicable securities laws. Subject to applicable securities
laws, if this Warrant is to be transferred, the Holder shall surrender this Warrant to the Company together with all
applicable transfer taxes, whereupon the Company will forthwith issue and deliver upon the order of the Holder a new
Warrant (in accordance with Section 7(e)), registered as the Holder may request, representing the right to purchase the
number of Warrant Shares being transferred by the Holder and, if less then the total number of Warrant Shares then
underlying this Warrant is being transferred, a new Warrant (in accordance with Section 7(e)) to the Holder
representing the right to purchase the number of Warrant Shares not being transferred.

© Lost, Stolen or Mutilated Warrant. Upon receipt by the Company of evidence reasonably satisfactory to the
Company of the loss, theft, destruction or mutilation of this Warrant, and, in the case of loss, theft or destruction, of
any indemnification undertaking by the Holder to the Company in customary form or the provision of reasonable
security by the Holder to the Company and, in the case of mutilation, upon surrender and cancellation of this Warrant,
the Company shall execute and deliver to the Holder a new Warrant (in accordance with Section 7(e)) representing the
right to purchase the Warrant Shares then underlying this Warrant.

(d) Exchangeable for Multiple Warrants. This Warrant is exchangeable, upon the surrender hereof by the
Holder at the principal office of the Company together with all applicable transfer taxes, for a new Warrant or
Warrants (in accordance with Section 7(e)) representing in the aggregate the right to purchase the number of Warrant
Shares then underlying this Warrant, and each such new Warrant will represent the right to purchase such portion of
such Warrant Shares as is designated by the Holder at the time of such surrender; provided, however, that the
Company shall not be required to issue Warrants for fractional shares of Common Stock hereunder.
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©)] Issuance of New Warrants. Whenever the Company is required to issue a new Warrant pursuant to the terms
of this Warrant, such new Warrant shall (i) be of like tenor with this Warrant, (ii) represent, as indicated on the face of
such new Warrant, the right to purchase the Warrant Shares then underlying this Warrant (or in the case of a new
Warrant being issued pursuant to Section 7(b) or Section 7(c), the Warrant Shares designated by the Holder which,
when added to the number of shares of Common Stock underlying the other new Warrants issued in connection with
such issuance, does not exceed the number of Warrant Shares then underlying this Warrant), (iii) have an issuance
date, as indicated on the face of such new Warrant which is the same as the Issuance Date and (iv) have the same
rights and conditions as this Warrant.

8. NOTICES. Whenever notice is required to be given under this Warrant, unless otherwise provided herein,
such notice shall be given in accordance with the information set forth in the Warrant Register. The Company shall
provide the Holder with prompt written notice of all actions taken pursuant to this Warrant, including, in reasonable
detail, a description of such action and the reason or reasons therefore. Without limiting the generality of the
foregoing, the Company will give written notice to the Holder (i) immediately upon any adjustment of the Exercise
Price, setting forth in reasonable detail, and certifying, the calculation of such adjustment and (ii) at least 20 days prior
to the date on which the Company closes its books or takes a record (A) with respect to any dividend or distribution
upon the shares of Common Stock, (B) with respect to any grants, issuances or sales of any Options, Convertible
Securities or rights to purchase stock, warrants, securities or other property pro rata to the record holders of any class
of shares of Common Stock or (C) for determining rights to vote with respect to any Fundamental Transaction,
dissolution or liquidation; provided, that in each case, such information shall be made known to the public prior to or
in conjunction with such notice being provided to the Holder.

9. NONCIRCUMVENTION. The Company hereby covenants and agrees that the Company will not, by
amendment of its Amended and Restated Articles of Incorporation, Amended and Restated Bylaws or through any
reorganization, transfer of assets, consolidation, merger, scheme of arrangement, dissolution, issue or sale of securities
or any other voluntary action, avoid or seek to avoid the observance or performance of any of the terms of this
Warrant, and will at all times in good faith carry out all the provisions of this Warrant and take all action as may be
required to protect the rights of the Holder. Without limiting the generality of the foregoing, the Company (i) shall
not increase the par value of any shares of Common Stock receivable upon the exercise of this Warrant above the
Exercise Price then in effect, (ii) shall use all reasonable efforts to take all such actions as may be necessary or
appropriate in order that the Company may validly and legally issue fully paid and nonassessable shares of Common
Stock upon the exercise of this Warrant and (iii) shall, so long as any of the Warrants are outstanding, take all action
necessary to reserve and keep available out of its authorized and unissued shares of Common Stock, solely for the
purpose of effecting the exercise of the Warrants, the number of shares of Common Stock as shall from time to time
be necessary to effect the exercise of the Warrants then outstanding (without regard to any limitations on exercise).
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10. AMENDMENT AND WAIVER. Except as otherwise provided herein, the provisions of this Warrant may
be amended and the Company may take any action herein prohibited, or omit to perform any act herein required to be
performed by it, only if the Company has obtained the written consent of the Required Holders; provided, that no such
action may increase the exercise price of any Warrant or decrease the number of shares or class of stock obtainable
upon exercise of any Warrant without the written consent of the Holder. No such amendment shall be effective to the
extent that it applies to less than all of the holders of the Warrants then outstanding.

11. GOVERNING LAW. This Warrant shall be governed by and construed and enforced in accordance with,
and all questions concerning the construction, validity, interpretation and performance of this Warrant shall be
governed by, the internal laws of the State of California, without giving effect to any choice of law or conflict of law
provision or rule (whether of the State of California or any other jurisdictions) that would cause the application of the
laws of any jurisdictions other than the State of California.

12. CONSTRUCTION; HEADINGS. This Warrant shall be deemed to be jointly drafted by the Company and
all the Investors and shall not be construed against any person as the drafter hereof. The headings of this Warrant are
for convenience of reference and shall not form part of, or affect the interpretation of, this Warrant.

13. DISPUTE RESOLUTION. In the case of a dispute as to the determination of the Exercise Price or the
arithmetic calculation of the Warrant Shares, the Company shall submit the disputed determinations or arithmetic
calculations via facsimile within two Trading Days of receipt of the Exercise Notice giving rise to such dispute, as the
case may be, to the Holder. If the Holder and the Company are unable to agree upon such determination or
calculation of the Exercise Price or the Warrant Shares within five Trading Days of such disputed determination or
arithmetic calculation being submitted to the Holder, then the Company shall, within two Trading Days submit via
facsimile (a) the disputed determination of the Exercise Price to an independent, reputable investment bank selected
by the Company and approved by the Holder or (b) the disputed arithmetic calculation of the Warrant Shares to the
Company’s independent, outside accountant. The Company shall cause the investment bank or the accountant, as the
case may be, to perform the determinations or calculations and notify the Company and the Holder of the results no
later than 10 Trading Days from the time it receives the disputed determinations or calculations. Such investment
bank’s or accountant’s determination or calculation, as the case may be, shall be binding upon all parties absent
demonstrable error. The expenses of the investment bank and accountant will be borne by the Company unless the
investment bank or accountant determines that the determination of the Exercise Price or the arithmetic calculation of
the Warrant Shares by the Holder was incorrect, in which case the expenses of the investment bank and accountant
will be borne by the Holder.
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14. REMEDIES, OTHER OBLIGATIONS, BREACHES AND INJUNCTIVE RELIEF. The remedies
provided in this Warrant shall be cumulative and in addition to all other remedies available under this Warrant, at law
or in equity (including a decree of specific performance and/or other injunctive relief), and nothing herein shall limit
the right of the Holder to pursue actual damages for any failure by the Company to comply with the terms of this
Warrant. The Company acknowledges that a breach by it of its obligations hereunder may cause irreparable harm to
the Holder and that the remedy at law for any such breach may be inadequate. The Company therefore agrees that, in
the event of any such breach or threatened breach, the holder of this Warrant shall be entitled, in addition to all other
available remedies, to seek an injunction restraining any breach. Notwithstanding the foregoing or anything else
herein to the contrary, other than as expressly provided in Section 1(c) hereof, if the Company is for any reason unable
to issue and deliver Warrant Shares upon exercise of this Warrant as required pursuant to the terms hereof, the
Company shall have no obligation to pay to the Holder any cash or other consideration or otherwise “net cash settle” this
Warrant.

15. LIMITATION ON LIABILITY. No provisions hereof, in the absence of affirmative action by the Holder to
purchase Warrant Shares hereunder, shall give rise to any liability of the Holder to pay the Exercise Price or as a
shareholder of the Company (whether such liability is asserted by the Company or creditors of the Company).

16. SUCCESSORS AND ASSIGNS. This Warrant shall bind and inure to the benefit of and be enforceable by
the Company and the Holder and their respective permitted successors and assigns.

17. CERTAIN DEFINITIONS. For purposes of this Warrant, the following terms shall have the following
meanings:

(@ “Bloomberg” means Bloomberg LP.

(b) “Common Stock” means (i) the Company’s shares of Common Stock, $0.01 par value per share, and (ii) any

share capital into which such Common Stock shall have been changed or any share capital resulting from a
reclassification of such Common Stock.
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© “Convertible Securities” means any stock or securities (other than Options) directly or indirectly convertible
into or exercisable or exchangeable for shares of Common Stock.

(d) “Eligible Market” means The New York Stock Exchange, Inc., the NYSE MKT or The Nasdaq Stock Market.

© “Expiration Date” means the anniversary of the Issuance Date or, if such date falls on a day other than
a Trading Day or on which trading does not take place on the Principal Market, or, if the Principal Market is not the
principal trading market for the Common Stock, then on the principal securities exchange or securities market on
which the Common Stock is then traded (a “Holiday”), the next date that is not a Holiday.

® “Fundamental Transaction” means that the Company shall, directly or indirectly, in one or more related
transactions, (i) consolidate or merge with or into another Person, (ii) sell, assign, transfer, convey or otherwise

dispose of all or substantially all of the properties or assets of the Company to another Person, (iii) allow another
Person to make a purchase, tender or exchange offer that is accepted by the holders of more than 50% of either the
outstanding shares of Common Stock (not including any shares of Common Stock held by the Person or Persons
making or party to, or associated or affiliated with the Persons making or party to, such purchase, tender or exchange
offer), (iv) consummate a stock purchase agreement or other business combination (including, without limitation, a
reorganization, recapitalization, spin-off or scheme of arrangement) with another Person whereby such other Person
acquires more than 50% of the outstanding shares of Common Stock (not including any shares of Common Stock held
by the other Person or other Persons making or party to, or associated or affiliated with the other Persons making or
party to, such stock purchase agreement or other business combination), (v) reorganize, recapitalize or reclassify its
Common Stock or (vi) any “person” or “group” (as these terms are used for purposes of Sections 13(d) and 14(d) of the
Exchange Act) is or shall become the “beneficial owner” (as defined in Rule 13d-3 under the Exchange Act), directly or
indirectly, of 50% of the aggregate ordinary voting power represented by issued and outstanding Common Stock.

(2) “Options” means any rights, warrants or options to subscribe for or purchase shares of Common Stock or
Convertible Securities.

(h) “Parent Entity” of a Person means an entity that, directly or indirectly, controls the applicable Person and
whose common stock or equivalent equity security is quoted or listed on an Eligible Market, or, if there is more than
one such Person or Parent Entity, the Person or Parent Entity with the largest public market capitalization as of the

date of consummation of the Fundamental Transaction.

1) “Person” means an individual, a limited liability company, a partnership, a joint venture, a corporation, a trust,
an unincorporated organization, any other entity and a government or any department or agency thereof.

Q)] “Principal Market” means the NYSE MKT.
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k) “Required Holders” means the holders of the Warrants representing at least a majority of shares of Common
Stock underlying the Warrants then outstanding.

1)) “Successor Entity” means the Person (or, if so elected by the Required Holders, the Parent Entity) formed by,
resulting from or surviving any Fundamental Transaction or the Person (or, if so elected by the Required Holders, the
Parent Entity) with which such Fundamental Transaction shall have been entered into.

(m) “Trading Day” means any day on which the Common Stock is traded on the Principal Market, or, if the
Principal Market is not the principal trading market for the Common Stock, then on the principal securities exchange
or securities market on which the Common Stock is then traded; provided that “Trading Day” shall not include any day
on which the Common Stock is scheduled to trade on such exchange or market for less than 4.5 hours or any day that
the Common Stock is suspended from trading during the final hour of trading on such exchange or market (or if such
exchange or market does not designate in advance the closing time of trading on such exchange or market, then during
the hour ending at 4:00:00 p.m., New York Time).

(n) “Weighted Average Price” means, for any security as of any date, the dollar volume-weighted average price
for such security on the Principal Market, or, if the Principal Market is not the principal trading market for the
Common Stock, then on the principal securities exchange on which the Common Stock is then traded, during the
period beginning at 9:30:01 a.m., New York City time, and ending at 4:00:00 p.m., New York City time, as reported
by Bloomberg through its “Volume at Price” function or, if the foregoing does not apply, the dollar volume-weighted
average price of such security in the over-the-counter market on the electronic bulletin board for such security during
the period beginning at 9:30:01 a.m., New York City time, and ending at 4:00:00 p.m., New York City time, as
reported by Bloomberg, or, if no dollar volume-weighted average price is reported for such security by Bloomberg for
such hours, the average of the highest closing bid price and the lowest closing ask price of any of the market makers
for such security as reported in the “pink sheets” by OTC Markets Inc.. If the Weighted Average Price cannot be
calculated for such security on such date on any of the foregoing bases, the Weighted Average Price of such security
on such date shall be the fair market value as mutually determined by the Company and the Required Holders. If the
Company and the Required Holders are unable to agree upon the fair market value of such security, then such dispute
shall be resolved pursuant to Section 12 with the term “Weighted Average Price” being substituted for the term “Exercise
Price.” All such determinations shall be appropriately adjusted for any share dividend, share split or other similar
transaction during such period.

[Signature Page Follows]

A-13
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IN WITNESS WHEREOF, the Company has caused this Warrant to Purchase Common Stock to be duly executed as
of the Issuance Date set out above.

NOVABAY PHARMACEUTICALS, INC.
By:

Name:
Title:
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EXHIBIT A
EXERCISE NOTICE
TO BE EXECUTED BY THE REGISTERED HOLDER TO EXERCISE THIS
WARRANT TO PURCHASE COMMON STOCK
NOVABAY PHARMACEUTICALS, INC.
The undersigned holder hereby exercises the right to purchase of the shares of Common Stock

(“Warrant Shares”) of NovaBay Pharmaceuticals, Inc., a Delaware corporation (the “Company”), evidenced by the
attached Warrant to Purchase Common Stock (the “Warrant). Capitalized terms used herein and not otherwise defined
shall have the respective meanings set forth in the Warrant.

1. Exercise Price. The Holder intends that payment of the Exercise Price shall be made as (check one):
Cash Exercise under Section 1(a).
Cashless Exercise under Section 1(d) (provided the conditions therein are satisfied).

2. Cash Exercise. If the Holder has elected a Cash Exercise, the Holder shall pay the sum of $ to the
Company in accordance with the terms of the Warrant.

3. Delivery of Warrant Shares. The Company shall deliver to the holder Warrant Shares in
accordance with the terms of the Warrant.

4. Representations and Warranties. By its delivery of this Exercise Notice, the undersigned represents and
warrants to the Company that in giving effect to the exercise evidenced hereby the Holder will not beneficially own in
excess of the number of shares of Common Stock (determined in accordance with Section 13(d) of the Securities
Exchange Act of 1934, as amended) permitted to be owned under Section 1(e) of this Warrant to which this notice
relates.

Date:

Name of Registered Holder

By:
Name:
Title :
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ACKNOWLEDGMENT

The Company hereby acknowledges this Exercise Notice.

NOVABAY PHARMACEUTICALS, INC.

By:
Name:
Title:

49



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

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.

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 1.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
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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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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.

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
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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.
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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.

¢ 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.
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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.
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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;

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

® QOur 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

e [f 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.

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

56



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

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.
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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 purchas
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