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Our business is subject to a number of risks, the most important of which are discussed below. You should consider carefully
the following risks in addition to the other information contained in this report and our other filings with the SEC before
deciding to buy, sell or hold our common stock. If any of the following risks actually occur, our business, financial condition,
results of operations and the market price of our common stock could be materially adversely affected, the value of our common
stock could decline, and you may lose all or part of your investment. The risks and uncertainties described below are not the
only ones facing our Company, but those that we consider to be material. Additional risks not presently known to us or that we
currently believe are immaterial may also significantly impair our business operations. Past financial performance may not be a
reliable indicator of future performance, and historical trends should not be used to anticipate results or trends in future periods.
Please also read carefully the section in this report above entitled ““ Special Note Regarding Forward- Looking Statements.
Risks Relating to Our Business There is #neertainty-substantial doubt about our ability to continue as a going concern. We
have sustained operating losses for the majority of our corporate history. In fiscal 2822-2023 , our expenses exceeded our
revenues, as we continue to invest in our Aveneva-and-DERMAdoetor-commercialization efforts. We will need to generate
significant revenues to achieve and maintain profitability, which we have not been able to achieve to date. Our operating cash
flow currently is not sufficient to support our ongoing operations, and we expect to continue incurring operating losses and
negative cash flows until revenues reach a level sufficient to support ongoing growth and operations. Accordingly, our current
cash resources are not sufficient to fund operations at the expected level of activity beyond the third quarter of 2623-2024 . As
such, additional funding or substantial revenue growth will be needed in both the short- and long- term in order to pursue our
business plan. We are continuing to evaluate our current business plan and potential changes to our business and strategic
direction. If we do not raise additional capital or our revenues do not reach sufficient levels in the near term, then we may need
to implement additional cost reduction measures and changes to our current business plan and strategic direction. Such changes
may include altering our existing operations and / or pursirg-pursuing a strategic transaction, such as a divestiture of certain
business or product lines and related assets . By way of example, as part of our strategic direction, we recently sold
DERMAdoctor for $ 1. 1 million . As a result of these circumstances, our financial statements include explanatory disclosures
expressing substantial doubt about our ability to continue as a going concern. Our financial statements do not include any
adjustments that might result from the outcome of the uncertainty regarding our ability to continue as a going concern. Future
reports on our financial statements may continue to include such disclosures. If we cannot continue as a going concern, our
stockholders may lose their entire investment in our securities. We require additional capital to finance our operations as
currently conducted, which may not be available to us on acceptable terms or at all and may result in dilution to our existing
stockholders. Our current cash resources are not sufficient to fund operations at the expected level of activity beyond the third
quarter of 2023-2024 , and we therefore require additional capital to fund our operations. As of December 31, 2622-2023 , our
cash and cash equivalents were $ 5-3 . 41 million and we had an accumulated deficit of $ +58-174 . 2-8 million. If we raise
additional capital through public or private equity offerings, the ownership interest of our existing stockholders will be diluted,
and the terms of these securities may include liquidation or other preferences that adversely affect our stockholders’ rights. If we
raise additional capital through debt financing, we may be subject to covenants limiting or restricting our ability to take specific
actions, such as incurring additional debt or making capital expenditures. If we are unable to obtain adequate financing on
commercially reasonable terms or at all when needed, we may have to implement additional cost reduction measures and / or
make changes to our current bu%mes% which may have a material adverﬂe effect on our bu%mes% ﬁnanc1al condition, and results
of operatlon% Ourk ;

efﬁeteﬂetes—m—etueepef&t-teﬁs—etnemture success is largely dependent on the %ucce%sful Commerelahzatlon of our produetq
particularly Avenova Spray and-eur-DERMAdeetorproduets-. [f we are unable to establish and maintain adequate sales,
marketing and distribution capabilities or enter into or maintain agreements with third parties to do so, we may be unable to
successfully commercialize our products, inetading-specifically Avenova Spray and-eurBDERMAdeetorproduets-. While we
believe we are working to create an efficient commercial organization, we may not be able to correctly judge the size and
experience of the sales and marketing force and the scale of distribution necessary to be successful. Establishing and
maintaining sales, marketing, and distribution capabilities are expensive and time- consuming. Such expenses may be



disproportionate compared to the revenues we may be able to generate on sales of Avenova Spray branded;-and-+or-our
DBERMAdeetor-branded-produets-, which could cause our commercialization efforts to be unprofitable or less profitable than
expected. Acceptance and use of Avenova Spray and-+er-DERMAdeetor-branded-produets-by physicians, retail partners,
wholesale customers and other customers may depend on a number of factors including: (i) perceptions by members of the
healthcare community, including physicians, about the safety and effectiveness of our products ; (ii) published studies
demonstrating the cost- effectiveness of our products relative to competing products; (iii) availability of reimbursement for our
products from government or commercial payers astelates-to-Averova-Spray-; and (iv) effectiveness of marketing and
distribution efforts by us and our licensees and distributors, if any. The failure of any of our products to find market acceptance
would harm our business and could require us to seek additional financing to fund our operations. Goodwill, intangible and other
assets from our 2021 DERMAdoctor Acqumtron have become fully nnparred Wthh adversely 1mpacted our proﬁtabrhty in
2023 and 2022 . 58

We are required under U S. Generally Accepted Aceountrng Prrnerple% (- GAAP ”) to test our goodwrll for impairment
annually or more frequently if indicators for potential impairment exist. Additionally, at least annually at year end, or more
frequently at interim periods, we periodically review our intangible and other long- lived assets for impairment. During the
fourth guarter-quarters of 2023 and 2022, we performed our annual testing for goodwill, intangible and other long- lived asset
impairment which resulted in us recording #-goodwill, intangible and other asset impairment eharge-charges of $ 2. 6 million an
and aggregate-of-$ 6. 7 million , relating to our DERMAdoctor business for the yeat-years ended December 31, 2023 and 2022

g respectlvely which 91gn1ﬁcantly 1ncrea§ed our net losqes for t-he—each year —I-n—t-he—faftrferwe—may—be—feqwfed-te-reeefd—aﬁ

skineare-markets— market in Wthh we operate. Avenova Spray f’lCC§ intense conlpetmon in the eyecare market, which is
focused on cost- effectiveness, price, service, product effectiveness and quality, patient convenience and technological
innovation. There is substantial competition in the eyecare market from companies of all sizes in the United States and abroad,
including, among others, large companies such as Allergan plc and Shire plc, and against products such as Restasis, Xiidra, eye
wipes, baby %hampoo and soap. There are also over- the- counter products that contain hypochlorous acid that compete Wrth

eyecare ;-skineare-and-beatty-industries-industry may have %ubitantrally greater financial, teehnrcal and marketing resources,
longer operating histories, greater brand recognltron and larger customer bases than we do and may be able to respond more

effectrvely to changrng business and economic conditions than we can —larger-eompetitors-inrthe-skineare-and-beauty-industry

feseﬂfees—aﬁd-hqutdﬁ'y— lf our conlpetrtors reqpond more qurckly to new or emerging technologlei and changes in customer
requirements, our products may be rendered obsolete or non- competitive. In addition, if our competitors develop more effective
or affordable products, or achieve earlier intellectual property protection or product commercialization than we do, our operating
results will materially suffer. Competition may increase further as existing competitors enhance their offerings or additional
companies enter our markets or modify their existing products to compete directly with our products. We may not be able to
sustain growth as competitive pressures, including pricing pressure from competitors, increase. Our ability to compete depends
on the continued strength of our brand and products, the success of our marketing, innovation and execution strategies, the
continued diversity of our product offerings, the successful management of new product introductions and innovations, strong
operational execution, including in order fulfillment, and our success in entering new markets and expanding our business in
existing geographies. If we are unable to continue to compete effectively, it could have a material adverse effect on our business,
results of operations and financial condition. We are dependent on third parties to manufacture, supply raw-materials-tsed-in
etr-produets-and distribute te-mantfaeture-our products. Any interruption or failure by these suppliers or other disruptions to
our supply chain may materially adversely affect our business, financial condition, results of operations and cash flows. Our

ability to make, move, and sell our products is critical to our success. Historically, Prior-to-the DERMAdoetorAeguisitionwe



have h-is’fefiea-l-}y-predominately relied ona single product Avenow Spmy for our prlmary revenue stream, which is comprised

aﬂd-tedﬁ&ﬁtrfaef&fe—ﬁ-mshed—pfe&uefs—Damdoe or dlSl‘upthl] to our supply cham mcludum thnd party mdnul‘dctunng assembly

or transportation and distribution capabilities, due to weather, including any potential effects of climate change, natural disaster,
fire or explosion, terrorism, pandemics {steh-as-the-COVID-—9-pandemie), strikes, government action, armed conflict, war
(such as the eenfltet-conflicts between Israel and Hamas, Russia and Ukraine , and China and Taiwan ) or other reasons
beyond our control or the control of our suppliers and business partners, could impair our ability to manufacture or sell our
products. Failure to take adequate steps to mitigate the likelihood or potential impact of such events, or to effectively manage
such events 1f they occur, partlcularly when a produd is souwed from a sms_le suppller or location, could ddversely affect our

partners to meet their oblls_dtlons on schedule or in accordance with our expectations, mlsappropndtlon of our propnetcuy
information, including trade secrets and know- how, or any termination by these third parties of their arrangements with us,
which, in each case, could be the result of one or many factors outside of our control, could delay or prevent the manufacture or
commercialization of our products, disrupt our operations or cause reputational harm to our company, particularly with
Wholesale customers, any or all of which could hdve a material adverse effect on our business, fmancml Condltlon results of

and do not maintain appropriate inventory levels, our net revenues or Workmg Cdpltdl could be negatl\rely 1mpdcted. Our dblllty
to manage our inventory levels to meet demand for our products is important for our business. If we overestimate or
underestimate demand for any of our products, ineluding-our-DERMAdeetor-produets;-we may not maintain appropriate
inventory levels, we could have excess inventory that we may need to hold for a long period of time, write down, sell at prices
lower than expected or discard, which could negatively impact our reputation, net sales, working capital or cash flows from

Workmo Cdpltdl or cause us to incur excess and obsolete inventory charges. We also-eould-have-inadequate-inventortes-whieh

Cdsh and cash flows from operations, and if we do not have enough Cdsh and cash ﬂows from our operations, then we may not
be able to produce the inventories required to meet demand, which could result in a loss of sales, the loss of wholesale
customers and / or retail partners and adversely impact our reputation. Petential-disruptions-We have sought and continue to

seek to improve our distribution-faetlity-payable terms, which could also eatse-interruptions-or-delays-inour-business-and



Slgnlflcant dlqruptlonq of information technology %y%tem% or breaches of 1nf0rn1at10n %ecurlty Could adversely affect our
businesses. We rely upon information technology systems to operate our businesses. In the ordinary course of business, we
collect, store and transmit large amounts of confidential information (including, but not limited to, personal information and
intellectual property), and we deploy and operate an array of technical and procedural controls to maintain the confidentiality
and integrity of such confidential information. We also have outsourced aspects of our operations to third parties, including
significant elements of our information technology infrastructure and, as a result, we are managing independent vendor
relationships with third parties who may or could have access to our confidential information. The size and complexity of our
information technology and information security systems, and those of our third- party vendors with whom we contract, make
such systems potentially vulnerable to service interruptions or to security breaches from inadvertent or intentional actions by our
employees or vendors, or from attacks by malicious third parties. Such attacks are of ever- increasing levels of sophistication
and are made by groups and individuals with a wide range of motives and expertise, including organized criminal groups, “
hacktivists, ” nation states and others. While we have invested in the protection of data and information technology, there can be
no assurance that our efforts will prevent service interruptions or security breaches. Any such interruption or breach of our
systems could adversely affect our business operations and / or result in the loss of critical or sensitive confidential information
or intellectual property, and could result in financial, legal, business and reputational harm to us. Adverse U. S. or international
economic and political conditions could negatively affect our business, financial condition and results of operations. Our
business is sensitive to general economic conditions and consumer spending. Therefore, we face risks associated with U. S. and
international economic conditions, including a recession or other economic downturn, and are subject to events beyond our
control including armed conflict, war, public health crises (such as the COVID- 19 pandemic), trade disputes, economic
sanctions, and their collateral impacts. In partleular consumer spending on discretionary premium items saeh-as-skineare-and
beauty-preduets-, as well as eyecare products 5is influenced and may be impacted by general economic conditions, wage and
salary levels, trends in consumer confidence and spending, interest rates, inflation, and the availability of discretionary income
and consumer credit. Aeeerdingly-Further , adverse U. S. or international economic conditions, including recessionary
conditions, or periods of inflation or high energy prices may contribute to higher unemployment levels, decreased consumer
qpendlng, reduced credlt avallablhty and deelnnng consumer confidence and demand, poses a rlik to our business +fm=t-he1=

economic COI]dlthl’N could cause some of our retail customers or %upphers to experience cash flOW or credit problems and
impair their financial condition, which could disrupt our business and adversely affect product orders, payment patterns and
default rates and increase our bad debt expense. In addition, deterioration in global financial markets could make future
financing difficult or more expensive, which could have a material adverse effect on our ability to finance the acquisition of
inventory for sale to our customers. Additional concerns include Abrapt-abrupt political change, terrorist activity, and armed
conflict and any escalation or expansion thereof, including but not limited to the dispute between Israel and Hamas, Russia
and Ukralne, and China and Talwan, whlch poqe arisk of further general economlc dlqrupnon —I-n—Febfuaw—ZGQ—Z,—afmed

eend-rt—reﬁ—aﬁd—feaﬁ?s—eﬁapefaﬁeﬁs— R1%k Related to Government Regulatlon We expeet Contlnuou% revenue from %ales of

Avenova Spray, which is classified as a cleared medical device by the FDA, but we cannot guarantee that the FDA will continue
to allow us to market and sell Avenova Spray as a cleared medical device, which marketing inability would halt our sales and
marketing of Avenova Spray and cause us to lose revenue and materially and adversely affect our results of operations and the
value of our business. Our ability to continue commercializing Avenova Spray and generating revenue from Avenova Spray
depends upon, among other things: e the FDA allowing us to continue marketing Avenova Spray as an FDA cleared medical
device; ® acceptance in the medical community; @ the safety of Avenova Spray’ s predicate devices; ® the number of patients
who use Avenova Spray; e coverage or reimbursement by third- party payors of Avenova Spray; e our ability to successfully
market Avenova Spray to both doctors and patients; and @ the amount and nature of competition from competing companies
with similar products. Revenue from the Avenova brand will be subject to, among other things, regulatory and commercial and



market uncertainties that may be outside of our control. The clearance that we have received from the FDA for our Avenova
Spray, NeutroPhase, PhaseOne and other products is subject to strict limitations on the indicated uses for which the products
may be marketed. The labeling, packaging, adverse event reporting, storage, advertising, promotion, and record keeping for all
our products, including those that are not subject to FDA clearance, are subject to extensive regulatory requirements. In addition,
there can be no assurance that government regulations applicable to our products will not change and thereby prevent the
marketing of some or all our products for a period of time or permanently. The FDA” s policies may change and additional
government regulations may be enacted that could modify, prevent or delay regulatory approval of our products. We cannot
predict the likelihood, nature or extent of adverse government regulation that may arise from future legislation or administrative
action, either in the U. S. or in other countries. We cannot guarantee that Avenova Spray, our other cleared products, or products
that may be approved or cleared for marketing in the future, will not be materially adversely impacted by a change in industry
standards or regulations. If changes to industry standards, practices or regulations applicable to Avenova Spray or our other
cleared products that we may market and sell in the future cause a delay in continued commercialization or if we cannot make a
change to satisfy the industry standards, practices or regulations, we may not be able to meet market demand which may have a
materially adverse effect on our business, financial condition, results of operations, and prospects. Additionally, the FDA may
request that we submit another 510 (k) premarket submission that compares to another predicate device. If we are unable to find
an adequate predicate device that is substantially equivalent to Avenova Spray for the treatment claims that we use to sell and
market Avenova Spray, we may not be able to obtain the necessary FDA clearance to continue to market and sell Avenova
Spray without performing comprehensive clinical trials. In such event, we would need to seek premarket approval from the FDA
for the applicable product before we could continue to sell and market Avenova Spray in the United States, which would be

significantly more time consuming, expensive, and uncertain. Our-eommeretalized-produetsstuelras-Avenova Spray is and
BERMAdeetor-branded-produets-are-not approved by the FDA as a drug, and we rely solely on the 510 (k) clearance for

Avenova Spray and certain of our other products as a medical device. Our business and future growth depend on the
development, use and sale of products that are subject to FDA regulation, clearance and approval. Under the U. S. Federal Food,
Drug, and Cosmetic Act and other laws, we are prohibited from promoting our products for off- label uses. This means that we
may not make claims about the safety or effectiveness of our products and may not proactlvely d1scuss or pr0V1de information
on the use of our products except as allowed by the FDA. P v d

v o nemarketingmantfacture,sa A1 sposa stehprod .AsAvenovaSpraylsamedlcal
device, we may only make very hrnrted clarrns that pertarn to its cleared intended use. Without claims of efficacy, market
acceptance of our products may be slow. The 510 (k) status of Avenova Spray also affects our ability to obtain formal insurance

rermbursement by payors and affects our abrhty to obtaln Medrcare coverage —TFheFDA-doesnoteurrently require-pre—market

ﬁtnﬁeput&&eﬁ—aﬁd—nﬁage—m—t-he—maﬂeefp-}aee— There is srgnrfrcant rrsk that the F DA or other federal or state law enforcement

authorities may determine that the nature and scope of our sales and marketing activities constitutes the promotion of our
products for non- FDA- approved uses in violation of applicable law and as the sale of unapproved drugs, which is prohibited
under applicable law. We face the risk that the FDA may take enforcement action against us for the way that we promote and
sell our products. This risk may grow with the increased visibility of Avenova Spray online, as well as the FDA’ s increased
focus on antimicrobial products in the wake of the COVID- 19 pandemic. We also face the risk that the FDA or other regulatory
authorities might pursue enforcement actions based on past activities that we have discontinued or changed, including sales
activities, arrangements with institutions and doctors, educational and training programs and other activities. Government
investigations concerning the promotion of unapproved drug products, off- label #ses— use and related issues are typically
expensive, disruptive and burdensome and generate negative publicity. If our promotional activities are found to be in violation
of applicable law or if we agree to a settlement in connection with an enforcement action, we would likely face significant fines
and penalties and be required to substantially limit and change our sales and promotion activities. Developments after a product
reaches the market may adversely affect sales of our products. Even after obtaining regulatory clearances, certain developments
may decrease demand for our products, including the re- review of products that are already marketed; new scientific
information and evolution of scientific theories; the recall or loss of regulatory clearance of products that are already marketed;
changing government standards or public expectations regarding safety, efficacy, or labeling changes; and greater scrutiny in
advertising and promotion. If previously unknown side effects are discovered or if there is an increase in negative publicity
regarding known side effects of a product, it could significantly reduce demand for the product or require us to take actions that
could negatively affect sales, including removing the product from the market, restricting its distribution or applying for
labeling changes. In addition, some health authorities appear to have become more cautious when examining new products and
are re- reviewing select products that are already marketed, adding further to the uncertainties in the regulatory processes. There
is also greater regulatory scrutiny, especially in the United States, on advertising (in particular, direct to consumer advertising),
promotion and pricing of pharmaceutical products. Certain regulatory changes or decisions could make it more difficult for us
to sell our products. If we are not able to maintain regulatory compliance, we may be subject to fines, suspension or withdrawal
of regulatory clearance, product recalls, seizure of products, operating restrictions, injunctions, warning letters, criminal



prosecution and other enforcement actions. Any of these events could prevent us from marketing our products and our business
may not be able to continue past such concerns. If any of the above occurs to Avenova Spray, ereur-DERMAdeetorprodtets;
our business, results of operations, financial condition and cash flows could be materially adversely affected. We do not have
our own manufacturing capacity, and we rely on partnering arrangements or third- party manufacturers for the manufacture of
our products and potential products. The FDA and other governmental authorities require that all our products rinehading-these
of PERMAdeetor;-be manufactured in strict compliance with federal Quality Systems Regulations (“ QSR ) and other
applicable government regulations and corresponding foreign standards. We do not currently operate manufacturing facilities for
the production of our products. As a result, we have partnered with third parties to manufacture our products or rely on contract
manufacturers to supply, store and distribute our products and help us meet legal requirements. As we have limited control over
our commercial partners, any performance failure on their part (including failure to deliver compliant, quality components or
finished goods on a timely basis erpreperty-branded-produets-) could affect the commercialization of our products, producing
additional losses and reducing or delaying product revenues. If any of our commercial partners or manufacturers have violated
or is alleged to have violated any laws or regulations during the performance of their obligations to us, it is possible that we
could suffer srgnlﬁcant ﬁnancral operatronal and reputatlonal harm or other negatlve outcomes, 1nc1ud1ng eest-l-y—eﬁffeet-l—ve

possible legal consequences Our products requlre precise, hlgh- quahty manufactunng The farlure to achieve and marntaln high
manufacturing standards could result in patient injury or death, product recalls or withdrawals, delays or failures in product
testing or delivery, cost overruns or other problems that could seriously harm our business. Contract manufacturers and partners
often encounter difficulties involving production yields, quality control and quality assurance, as well as shortages of qualified
personnel. Accordingly, we and our third- party manufacturers are also subject to periodic unannounced inspections by the FDA
to determine cornphance Wrth the FDA s requrrements 1nc1ud1ng pr1rnar11y ewfent—cGMP the QSR, medical device reporting
regulations {wh rg-and other applicable government regulations
and corresponding forergn standards 1nclud1ng ISO 13485. The results of these inspections can include inspectional
observations on FDA” s Form 483, untitled letters, warning letters, or other forms of enforcement. If the FDA were to conclude
that we are not in compliance with applicable laws or regulations, or that any of our FDA- cleared products are ineffective, make
additional therapeutic claims that are not commensurate to the accepted labeling claims, or pose an unreasonable health risk, the
FDA could take a number of regulatory actions, including preventing us from manufacturing any or all of our products or
performing laboratory testing on human specimens, which could materially adversely affect our business. In addition, a
prolonged interruption in the manufacturing of one or more of our products as a result of non- compliance could decrease our
supply of products available for sale, which could reduce our net sales, gross profits and market share, as well as harm our
overall business, prospects, financial condition and results of operations. Avenova Spray’ s FDA- clearance and our other
products that have been cleared by the FDA or products that we may obtain FDA- clearance in the future, if at all, are subject to
limitations on the intended uses for which the product may be marketed, which can reduce our potential to successfully
commercialize the product and generate revenue from the product. If the FDA determines that our promotional materials,
labeling, training or other marketing or educational activities constitute promotion of an unapproved use, it could request that
we cease or modify our training or promotional materials or subject us to regulatory enforcement actions. It is also possible that
other federal, state or foreign enforcement authorities might take action if they consider our training or other promotional
materials to constitute promotion of an unapproved use, which could result in significant fines or penalties under other statutory
authorities. In addition, we may be required to conduct costly post- market testing and surveillance to monitor the safety or
effectiveness of our products, and we must comply with medical device reporting requirements where applicable for Avenova
Spray, including the reporting of adverse events and malfunctions related to our products. Later discovery of previously
unknown problems with our products, including unanticipated adverse events or adverse events of unanticipated severity or
frequency, manufacturing problems, or failure to comply with regulatory requirements such as QSR, may result in changes to
labeling, restrictions on such products or manufacturing processes, withdrawal of the products from the market, voluntary or
mandatory recalls, a requirement to repair, replace or refund the cost of any medical device we manufacture or distribute, fines,
suspension of regulatory clearance to one or all of our products that may be cleared in the future, product seizures, injunctions or
the imposition of civil or criminal penalties which would adversely affect our business, operating results and prospects. If we
were to lose, or have restrictions imposed on, FDA clearances we may receive in the future, our business, operations, financial
condition and results of operations would likely be materially adversely impacted. Risks Relating to Owning Our Common
Stock The price of our common stock may fluctuate substantially, which may result in losses to our stockholders. The stock
prices of our company and many other companies in our market segments have generally experienced wide fluctuations in
response to various factors, some of which are beyond our control, including those that are unrelated to our operating
performance. Broad market and industry factors may negatively affect the market price of our common stock, regardless of our
actual operating performance. The market price of our common stock is likely to be volatile and could fluctuate in response to,
among other things: e the announcement of new products by us or our competitors ; ® the announcement of partnering
arrangements by us or our competitors ; ® our ability to effectively manage our future growth; e actual or anticipated variations
in quarterly operating results; ® our cash position; ® our failure to meet the estimates and projections of the investment
community or that we may otherwise provide to the public; @ adverse developments concerning our suppliers or distributors; e
adverse developments concerning our customers, including the reduction in products purchased and / or loss of customers; ® our
inability to obtain adequate supplies and components for our products or inability to do so at acceptable prices; ® the failure to
increase net sales or increases in our operating expenses; ® changes in our earnings estimates, investors’ perceptions,
recommendations by securities analysts or our failure to achieve analysts -” earnings estimates; ® the sale of a substantial




number of shares of common stock by any large stockholder, especially within a short period of time; ® general, economic and
market conditions, including volatility in the financial markets, a decrease in consumer confidence and other factors unrelated to
our operating performance or the operating performance of our competitors; and -e-ether-events-or-factors;many-of-which-are
beyond-eureontrol-Our ability to use our net operating loss carryforwards and certain other tax attributes may be limited. Under
Section 382 of the Internal Revenue Code of 1986, as amended (the “ Code ), if a corporation undergoes an “ ownership
change, ” generally defined as a greater than 50 % change (by value) in its equity ownership over a three- year period, the
corporation’ s ability to use its pre- change net operating loss (“ NOL ) carryforwards and other pre- change tax attributes (such
as research tax credits) to offset its post- change income may be limited. Since our formation, we have raised capital through the
issuance of capital stock on many occasions which, combined with the purchasing stockholders’ subsequent disposition of those
shares, may have resulted in one or more changes of control, as defined by Section 382 of the Code. We have not currently
completed a study to assess whether any change of control has occurred, or whether there have been multiple changes of control
since our formation, due to the significant complexity and cost associated with such study. If we have experienced a change of
control at any time since our formation, our NOL carryforwards and tax credits may not be available, or their utilization could
be subject to an annual limitation under Section 382. In addition, since we may need to raise additional funding to finance our
operations, we may undergo further ownership changes in the future. If we earn net taxable income, our ability to use our pre-
change NOL carryforwards to offset United States federal taxable income may be subject to limitations, which could potentially
result in increased future tax liability to us. If we are unable to comply with the continued listing requirements of the NYSE
American, then our common stock would be delisted from the NYSE American, which would limit investors’ ability to effect
transactions in our common stock and subject us to addmonal tradmg restrlctlons Our eeﬁﬁnen—Common steeleStock 1S
currently hsted on the NYSE American p ; d ;

Wlth the contmued hstmg requlrements of the NYSE Amencan our eefnrﬁeﬁ—Common steeleStock would be delisted from the
NYSE American, which would limit investors” ability to effect transactions in our eemmenr-Common steel-Stock and subject us
to additional trading restrictions. In order to maintain our listing, we must maintain certain share prices, financial and share
distribution targets, mcludmg mamtammg a mmnnum amount of stockholders equity and a minimum number of pubhc

stockholders W
NYSE American may dehst the securities of any issuer for other reasons mvolvmg the judgment of NYSE Amencan
Historically Ferexample-, our stockholders’ equity has at times been below the NY¥-SE-Amerteanr-minimum requirements
of Section 1003 (a) of the Company Guide though we have met all such minimum requirements since September 30, 2020.
In accordance with Section 1009 ( h) of the iCompany Guide , if we are agam determined to be below i)—preﬁées—t-hat—t-he

in the future (—Beﬁeteney—]:et-ter—)—Speerﬁefﬂ-lry— the NYSE Amerlcan will take the appropriate action whlch dependlng
on the circumstances, may include initiating its compliance procedures or initiating delisting proceedings. If our

Common Stock is delisted, this could, among the-other DefieieneyLetter-indieated-that-we-werenot-things, substantially
impair our ability to raise additional funds ; result in a loss of institutional investor interest and fewer financing
opportunities for us ; and / or result in potential breaches of representations or covenants of our warrants, subscription
agreements or 0ther agreements pursuant to whlch we made representatlons or covenants relatmg to our comphance with

ﬁe—assw&nee—t-hat—we—er—be—ab}e—to m&nﬁarn—eemphaﬁee—any such breaches, with t-he—N¥S-E—Ameriea-n—eeﬂtmued—hsfmg—ru-}es
or without merit, could result in costly litigation, significant liabilities and /diversion of or-our eontinue-itstisting
management' s time and attention and could have a material adverse effect on the NY¥SE-Amerteanin-thefuture-our
financial condition, business and results of operations . If the NYSE American delists our common stock from trading on its
exchange and we are not able to list our securities on another national securities exchange, we expect the common stock would
qualify to be quoted on an over- the- counter market. If this were to occur, we could face significant material adverse
consequences, including: @ a limited availability of market quotations for our securities; ® reduced liquidity for our securities; ®
substantially impair our ability to raise additional funds; e result in a loss of institutional investor interest and a decreased ability
to issue additional securities or obtain additional financing in the future; @ a determination that our common stock is a *“ penny
stock, ”” which will require brokers trading in our common stock to adhere to more stringent rules and possibly result in a
reduced level of tradmg acthlty in the secondary tradmg market for our securities; ® a limited amount of news and analyst
coverage; and ; vena ; ; ;

stock, other series or classes of preferred stock or other equity securities without your approval Whlch Would dilute your
ownership interests and may depress the market price of your shares. We may issue additional shares of our common stock,
other series or classes of preferred stock, in addition to our Series B Non- Voting Convertible Preferred Stock (the “ Series B
Preferred Stock ” and together with the Series C Preferred Stock, the ““ Preferred Stock ) and Series C Preferred Stock, units,
warrants or other equity securities of equal or senior rank in the future in order to fund our operations, provide working capital



and for other purposes, including in connection with, among other things, future acquisitions, repayment of outstanding
indebtedness, repricing of warrants or other outstanding securities or pursuant to our 2017 Omnibus Incentive Plan. These
issuances of additional securities shall occur without stockholder approval in most circumstances. Our issuance of additional
shares of our common stock, preferred stock or other equity securities of equal or senior rank could have the following effects: @
your proportionate ownership interest in NovaBay will decrease; @ the relative voting strength of each previously outstanding
share of common stock may be diminished; and / or @ the market price of your shares of common stock may decline. We may
require additional capital funding that may not be available to us or, if received, may not be available to us on favorable terms,
which may impair the value of our common stock, Series B Preferred Stock and Series C Preferred Stock. If our working capital
needs exceed our current expectations, or we expand more rapidly than currently anticipated, we may need to raise additional
capital through public or private equity offerings or debt financings. Our future capital requirements depend on many factors
including our cash position, revenue and our overall operating expenses. We do not know whether additional financing will be
available when needed or will be available on terms favorable to us. If we cannot raise needed funds on acceptable terms, we
may not be able to develop new products or enhance our existing products, be able to fully fund the commercialization and sale
of our products, take advantage of future opportunities or respond to competitive pressures or unanticipated requirements. To the
extent we raise additional capital by issuing equity securities, our stockholders may experience substantial dilution and the new
equity securities may have greater rights, preferences or perlleges than our 6X1€tll’lg common stock, Series B Preferred Stock
and Series C Preferred Stock Our As-a 0 OV ;

conversion of the Serles B Preferred Stock, the conversion of the Series C Preferred Stock and the potential exercise of
outstanding common stock purchase warrants . We have a significant number of Company securities that are or will be
convertible and / or exercisable into shares of our common stock. As of December 31, 2023, Fhese-these Company securities
include 2-5 , 256-607 shares of Series B Preferred Stock that are convertible into 22, 428, 000 shares of common stock, 1,
097 shares of Series C Preferred Stock that are convertible into 3574 , #56-388, 000 shares of common stock (subject to
potentlal increase or other adju%tment in the number of ehare% due to apphcable anti- dllutlon adju%tment%) notes t-he—292—2-

ﬁf—Seﬂes—B—Preferred—Steelethat are eonvertlble into 1, -847—454 5-89—021

%GQ—Z—Waﬁa-nfs-warrants ﬂﬁﬂed—m—fhe%é%%fafﬁ%e?ﬂee%aﬂsaeﬁefﬁh%af&exercmable for 7 afl—aggfegate-ef—ZvQ—’,'— 866
382, 447 shares of common stock . As yand-attof eur-ether-outstanding-December 31, 2023, we had 11, 230, 150 shares of

common qtock issued pttfehase—w&ffaﬂts—ﬂ&at—afe—e*efetsab}e—fer—&n—and outstanding aggregate-0f945;,9067-shares-of common

. As-Subsequent to December 31, 2023, as of March 2721 , 2623-2024 , we had 2
30, 635098 , 444-150 shares of common stock issued and outstanding. Accordingly, upon the conversion or exercise (as
applicable) of some or all of the Series B Preferred Stock, the Series C Preferred Stock, the-2622-convertible notes and
common stock Warrants-warrants ;-the-NewRepriee-Warrants;-the-Other-Watrants-, as well as the exercise of stock options
and other equity based awards that have been or will be issued and / or granted by us, the percentage owner%hlp and voting
power held by our existing stockholders will be significantly reduced and our stockholders will experience significant dilution.
Offers or availability for sale of a substantial number of shares of our common stock, including as a result of the conversion of
the Series B Preferred Stock and the Series C Preferred Stock and / or the exercise of outstanding the2622-Warrants-warrants ;
the-September2022-Warrants-and-the-Other Warrants-may cause the price of our publicly traded securities to decline and make
it more difficult for us to raise capital in the future. Sales of a significant number of shares of our common stock in the public
market could depress the market price of our common stock and make it more difficult for us to raise funds through future
offerings of common stock. For example, sales of shares of common stock that are issuable upon conversion of the Series B
Preferred Stock and the Series C Preferred Stock and / or the exercise of outstanding the-2622-Watrants-warrants ;-the
September2022-Warrants-and-the-Other- Warrants-may cause the price of our publicly traded securities to decline. The shares of
common stock underlying the shares of Series B Preferred Stock ane-, Series C Preferred Stock ;the-2022-Warrants;-the
September2022-Warrants-and ether-outstanding warrants represent, in the aggregate, approx1mately 222-114 % of the total
number of shares of common stock outstanding as of March 2721 , 2623-2024 . Upon conversion or exercise, as the case may
be, of those securities, the shares of common stock we issue upon such conversion or exercise could be sold into the public
market, and such sales could be significant and have an adverse impact on the price of our common stock. Additionally, such
conversion or exercise could make it more difficult for us to raise additional financing through the sale of equity or equity-
related securities in the future at a time and / or at a price that we deem reasonable or appropriate, or at all. If we offer common
stock or other securities in the future and the price that we sell those securities for is less than the current conversion price of our
Series B-C Preferred Stock et then we will be requlred toi issue addltlonal shares of common stock to the holders of the
Series C Preferred Stock W d d ;

B-Certifteate-of Destgnation)-and-the-Certificate of Designation of Preferences, Rights and Limitations of the Series C

Preferred Stock (“ Series C Certificate of Designation ) bethcontain janti- dilution provisions that require the lowering of the
conversion price, as then in effect, to the purchase price of equity or equity- linked securities issued by us in subsequent
offerings, if lower than the current conversion price. A reduction in the conversion price of either-the sertes-Series o£C
preferred-Preferred steel=Stock will result in a greater number of shares of common stock being issuable upon conversion of
such preferred stock for no additional consideration, causing greater dilution to our stockholders. The Series B Preferred Stock



had a similar anti- dilution provision until such provision was eliminated on January 29, 2024 due to more than 75 % of
the Series B Preferred Stock originally issued being converted into common stock. For example, the consummation of the
2622-2023 Private Placement and the 2023 Warrant Reprice Transaction each triggered the anti- dilution protection in the
Series B and Series C Certificate of Designation, and-as-a-restlt-resulting in there-are-an aggregate additional +31 , $47-496 ,
586-010 shares of common stock that are-were issuable upon conversion of the +5-626-shares-ofSeries B and Series C
Preferred Stock eutstanding-as-efthe-date-efthisrepert. Furthermore, as there is no floor on the conversion price for the Series
BPreferred-Steekorthe-Sertes-C Preferred Stock, and, therefore, we cannot determine the total number of shares issuable upon
conversion that may occur in the future. In addition, it is possible that we may not have a sufficient number of authorized and
available shares of common stock in the future to satisty the conversion of the-Sertes-BPreferred-Stoekand-or-Scries C
Preferred Stock, as the case may be, if we enter into a future transaction that reduces the applicable conversion price of such
securities. We have not paid dividends or repurchased stock in the past and do not expect to pay dividends or repurchase stock in
the future, and any return on investment may be limited to the value of our stock. We have never paid cash dividends on, or
repurchased shares of, our common stock and do not anticipate paying cash dividends or repurchasing shares of our common
stock in the foreseeable future. In addition, we do not anticipate paying any dividends or repurchasing any shares of our
Preferred Stock; however, if we pay dividends on our shares of common stock, we are required to pay dividends on our
Preferred Stock on an as converted basis. The payment of dividends on, or the repurchase of shares of, our common stock or
Preferred Stock will depend on our earnings, financial condition and other business and economic factors affecting us at such
time as our Board of Directors may consider relevant. If we do not pay dividends or repurchase stock, holders of our common
stock will experience a return on their investment in our shares only if our stock price appreciates. Risks Related to Potential
Litigation The pharmaceutical and biopharmaceutical industries are characterized by patent litigation, and any litigation or claim
against us may impose substantial costs on us, place a significant strain on our financial resources, divert the attention of
management from our business and harm our reputation. There has been substantial litigation in the pharmaceutical and
biopharmaceutical industries with respect to the manufacture, use and sale of new products that are the subject of conflicting
patent rights. For the most part, these lawsuits relate to the validity, enforceability, and infringement of patents. We rely upon
patents, trade secrets, know- how, continuing technological innovations and licensing opportunities to develop and maintain our
competitive position, and we may initiate claims to defend our intellectual property rights as a result. Other parties may have
issued patents or be issued patents that may prevent the sale of our products or know- how or require us to license such patents
and pay significant fees or royalties to produce our products. In addition, future patents may be issued to third parties which our
technology may infringe. Because patent applications can take many years to issue and because patent applications are not
published for a period of time, or in some cases at all, there may be applications now pending of which we are unaware that may
later result in issued patents that our products infringe. Intellectual property litigation, regardless of outcome, is expensive and
time- consuming, would divert management &’ s attention from our business and could have a material negative effect on our
business, operating results, or financial condition. If a dispute involving our proprietary technology were resolved against us, it
could mean the earlier entry of some or all third parties seeking to compete in the marketplace for a given product, and a
consequent significant decrease in the price we could charge for our product. If such a dispute alleging that our technology or
operations infringed third- party patent rights were to be resolved against us, we might be required to pay substantial damages,
including treble damages and attorney &’ s fees if we were found to have willfully infringed a third party &* s patent, to the party
claiming infringement, to develop non- infringing technology, to stop selling any products we develop, to cease using
technology that contains the allegedly infringing intellectual property or to enter into royalty or license agreements that may not
be available on acceptable or commercially practical terms, if at all. If our product or products cause an unexpected reaction to a
patient or patient (s) or customer (s) in certain ways that may have caused or contributed to serious injury, we may be subject to
product liability claims, and if product liability lawsuits are brought against us, they could result in costly litigation and
significant liabilities. Despite all reasonable efforts to ensure safety, it is possible that we or our distributors will sell our
products or products that we currently do not sell but may sell in the future, which are defective, to which patients / customers
react in an unexpected manner, or which are alleged to have side effects or otherwise not work for the product’ s intended
purpose. The manufacture and sale of such products may expose us to potential liability, including regulatory enforcement
actions, and the industries in which our products are likely to be sold have been subject to significant product liability litigation.
Any claims, with or without merit, could result in costly litigation, reduced sales, significant liabilities and diversion of our
management &’ s time and attention, and could have a material adverse effect on our reputation, financial condition, business and
results of operations. We cannot make assurances that any liability insurance coverage that we qualify for, if at all, will fully
satisfy any liabilities brought for any event or injury that is attributed to our product or products. If a product liability claim is
brought against us, we may be required to pay legal and other expenses to defend the claim and, if the claim is successful,
damage awards may not be covered, in whole or in part, by our insurance. We may not have sufficient capital resources to pay a
judgment, in which case our creditors could levy against our assets. We may also be obligated to indemnify our collaborators
and make payments to other parties with respect to product liability damages and claims. Defending any product liability claims,
or indemnifying others against those claims, could require us to expend significant financial and managerial resources. If we are
unable to protect our intellectual property, our competitors could develop and market products similar to ours that may reduce
demand for our products. Our success, competitive position and potential future revenues will depend in significant part on our
ability to protect our intellectual property. We rely on the patent, trademark, copyright and trade secret laws of the U. S. and
other countries, as well as confidentiality and nondisclosure agreements, to protect our intellectual property rights. We apply for
patents covering our technologies as we deem appropriate. There is no assurance that any patents issued to us, or in- licensed or
assigned to us by third parties will not be challenged, invalidated, found unenforceable or circumvented, or that the rights
granted thereunder will provide competitive advantages to us. If we or our collaborators or licensors fail to file, prosecute, obtain



or maintain certain patents, our competitors could market products that contain features and clinical benefits similar to those of
any products we develop, and demand for our products could decline as a result. Further, although we have taken steps to
protect our intellectual property and proprietary technology, third parties may be able to design around our patents or, if they do
infringe upon our technology, we may not be successful or have sufficient resources in pursuing a claim of infringement against
those third parties. Any pursuit of an infringement claim by us may involve substantial expense and diversion of management
attention. We also rely on trade secrets and proprietary know- how that we seek to protect by confidentiality agreements with
our employees, consultants, and collaborators. If these agreements are not enforceable, or are breached, we may not have
adequate remedies for any breach, and our trade secrets and proprietary know- how may become known or be independently
discovered by competitors. We operate in the State of California. California law prevents us from imposing a delay before an
employee, who may have access to trade secrets and proprietary know- how, can commence employment with a competing
company. Although we may be able to pursue legal action against competitive companies improperly using our proprietary
information, we may not be aware of any use of our trade secrets and proprietary know- how until after significant damage has
been done to our Company. Furthermore, the laws of foreign countries may not protect our intellectual property rights to the
same extent as the laws of the U. S. If our intellectual property does not provide significant protection against foreign or
domestic competition, our competitors, including generic manufacturers, could compete more directly with us, which could
result in a decrease in our market share. All of these factors may harm our competitive position. ITEM 1B. UNRESOLVED
STAFF COMMENTS



