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             5,900,000 Shares of Common Stock
Warrants to Purchase 4,425,000 Shares of Common Stock

We are offering 5,900,000 shares of our common stock.  Each investor will also receive a warrant to purchase 0.75 of
a share of our common stock at an exercise price of $1.50 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 I.B.6 of Form S-3 during the prior 12 calendar month period that ends on and includes the date hereof.

Investing in our securities involves 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 $ 1.25 $ 7,375,000
Underwriting discounts and commissions $ 0.08125 $479,375
Proceeds, before expenses, to us $ 1.16875 $ 6,895,625

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 $355,650.
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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 11, 2012,
subject to customary closing conditions.

(1)The public offering price is $1.24 per share of common stock and $0.01 per warrant to purchase 0.75 of a share of
common stock.

Sole Book-Running Manager
LAZARD CAPITAL MARKETS

Co-Lead Manager
ROTH Capital Partners LLC

Prospectus supplement dated December 6, 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 underwriters 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.

S-i
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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.

•     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, 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

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

8



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
supplement

5,900,000 shares

Warrants offered Warrants  to purchase up to 4,425,000 shares of common
stock. The warrants will be exercisable during the period
commencing on the date of original issuance and ending
one year from such issuance date at an exercise price of
$1.50 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
after the offering

35,646,714 shares(1)

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.

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.
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(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:

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

•shares 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.

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 sale of 5,900,000 shares of common stock in this offering and the public
offering price of $1.25 per share,  if you purchase shares of common stock in this offering, you will suffer immediate
and substantial dilution of $0.86 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
existing stockholders. The price per share at which we sell additional shares of our common stock or other securities
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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.
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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:

•results of preclinical studies and clinical trials;

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

•developments regarding regulatory filings;

•announcements of new collaborations;

•failure to enter into collaborations;

•developments in existing collaborations;

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

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

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

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

•government regulations;

•developments in patent or other proprietary rights;

•the number of shares issued and outstanding;

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

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

•market speculation regarding any of the foregoing.

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 5,900,000 shares, or approximately 20% of our outstanding common stock as of
September 30, 2012, together with warrants to purchase 4,425,000 shares, or approximately 15% 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
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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 intended to
identify forward-looking statements.  These statements are based on assumptions that may not prove accurate. Actual
results could differ materially from those anticipated due to certain risks inherent in the biotechnology industry and for
companies engaged in the development of new products in a regulated market. Among other things: we will need to
raise additional capital, and we may not be able to do so on acceptable terms or at all; we are an early stage company
with a history of losses and expect to incur net losses for the foreseeable future; we only have one marketable product
in the USA, and if we are unable to develop and obtain regulatory approval for other products we may never generate
significant product revenues; we will require substantial funds to continue development which may not be available;
we are substantially dependent on Galderma for the development and commercialization of NVC-422 for treating
impetigo; if our therapeutic product candidates do not receive regulatory approval, neither our third-party
collaborators, our contract manufacturers nor we will be able to manufacture and market them; and we have limited
experience in developing drugs and medical 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.

USE OF PROCEEDS

We estimate the net proceeds from this offering will be approximately $6,539,975, 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.
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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 sale of 5,900,000 shares of common stock and accompanying warrants in this offering at
the public offering price of $1.25 per share 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 $13,983,694, or $0.39 per share. This represents an immediate increase in net tangible
book value of $0.14 per share to existing stockholders and immediate dilution in net tangible book value of $0.86 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:

Public offering price per share and accompanying warrant $ 1.25
Net tangible book value per share as of September 30, 2012 $ 0.25
Increase per share attributable to investors participating in this offering $ 0.14

As adjusted net tangible book value per share after this offering $ 0.39
Dilution per share to investors participating in this offering $ 0.86
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