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Our busintess-Company 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 annual report and our other filings with the
SEC (including the Company’ s Definitive Proxy Statement on Schedule 14A filed with the SEC on March 19, 2025 (as
may be supplemented, the “ Special Meeting Proxy Statement ”)) before deciding to buy, sell or hold our common stock. If
any of the following risks actually occur, our business plan , financial condition yresults-efeperations-and the market price of
our common stock could be materially dd\'crscly 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. These risks and uncertainties take into account the completed Avenova Asset Sale and the
Wound Care Divestiture under the heading “ Risks Relating to Our Business, ” as well as the potential that we will effect
the Dissolution of our Company or pursue other strategic alternatives, including a Potential Strategic Transaction (as
defined below) under the heading “ Risks Relating to the Potential Dissolution of our Company and Potential Strategic
Transaction. ” Additional risks not presently known to us or that we currently believe are immaterial may also significantly
impair our business epetations-, the potential Dissolution of our Company, any other strategic alternatives, or ownership of
our common stock . It is important to note that our Past-past financial performance may-will 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 annual report above entitled “ Special Note Regarding Forward- Looking Statements. ™ Risles
Relatingto-Our-As a result of the completion of the Avenova Asset Sale and the Wound Care Divestiture, we no longer
have a significant revenue generating Business-business There-is-substantial-doubtabeut-. Prior to the Avenova Asset Sale,
our principal assets, product offerings and business primarily consisted of the production and commercialization of
Avenova products, which was responsible for a majority of our revenue from 2015 until the completion of the Avenova
Asset Sale. After completion of the Avenova Asset Sale and the Wound Care Divestiture in January 2025, our business
operations and ability to generate revenue has been significantly reduced with a few remaining employees, limited
operations, including fulfilling remaining contractual obligations for the manufacture and delivery of wound care
products and performance of the services contemplated by the PRN Transition Services Agreement. Accordingly, until
we either commence the Dissolution or complete an alternative strategic transaction, we will be generating minimal
revenue and without currently having a significant underlying business to generate meaningful revenue, particularly
when compared to our historic financial performance. The cash proceeds from the Avenova Asset Sale and the Wound
Care Divestiture will continue to be used to fund as-a-—g e g

eur-eorporate-history—In-fiseal 2623;-our expenses exeeeded—and ongomg hablhtles untll we are able to commence the
Dissolution et or reventes-pursue another strategic alternative , which as-we-eontinue-to-investin-ourcommeretalization

efforts—We-will need-deplete our remaining cash assets. Until we are able to generate-signifieantreventies-to-achieve-wind
down our remaining business and maintatn-profitability-operations through the Dissolution process or we pursue another
strateglc alternatlve avallable tous . which could mclude bankruptcy proceedlngs yre-havenotbeen-able-to-achieve-to-date-
opers OW-€ ot-suffte 6 otts-, atrd-then we will expeette-continue
incurring expenses for our contlnulng eper&t—mg—operatlons J:esses— 1nclud1ng the ongoing disclosure and negative
compliance obhgatlons asa pubhc reportlng company, such as the preparatlon and ﬁhng of this annual report, and
utilize the cash on flows-tn srowth-and-hand that is comprised
primarily of the proceeds from the Avenova Asset Sale and the Wound Care Dlvestlture to fund those expenses and to
satisfy our liabilities. As a result, the longer it takes to complete the Dissolution or pursue another strategic alternative,
the more our remaining cash assets will be depleted and limit potential distributions to stockholders, if any. We remain
liable for claims and expenses that may arise related to our business operations prior to the completion of the Avenova
Asset Sale and the Wound Care Divestiture . AeeordinglyPursuant to the Purchase Agreement for the Avenova Asset
Sale and the Trademark Acquisition Agreement for the Wound Care Divestiture , NovaBay generally retained pre-
closing liabilities related to the operation of its eye care and wound care business, which may include amounts owed to
our suppliers and potential claims related to products we sold etr— or eurrenteashresourees-the marketing of our
products during the time we operated such business. While we arc not aware suffietent-to-fund-operations-at-the-expeeted
fevelof any aetivity-beyond-the-third-quarterof 2624—Assuch liabilities that may be material and have adequately accrued
for these liabilities , there can be no assurances that additional expenditures funding-orsubstantialrevenue-growth-will not

be nieeded-incurred in both-resolving the-these shertliabilities, which may impact our financial condition and the amount
of proceeds avallable (1f any) in the Dlssolutlon 13 &ﬂd—}e-ng— term—rn—erdeﬁe—purstte—etu*buﬁﬂess—p-}aﬂ—\\’ are eeﬂtmﬂ-mg
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the purchase price is subject targ

-Spfa-y—l-ﬂwe—&re—&ﬂab}e—m a post- closmg stabli

i t by us and etrH-reeﬂsees—PRN commencmg Aprll 17, 2025 (nmety (90) days
after the closing of the Avenova Asset Sale). If the Net Working Capital Adjustment is determined to be in favor of PRN,
it would reduce up to the full amount of the $ 500, 000 that was placed into and-- an distributors-escrow account at the
closing of the Avenova Asset Sale until the six (6) month anniversary of closing , if-or July 17, 2025. As part of the
Avenova Asset Sale, we also agreed to indemnify PRN for breaches of any —Fhe-fatlure-representation, warranty, or
covenant made by us in the Purchase Agreement, for losses arising out of or in connection with excluded assets or
excluded liabilities, and for certain other matters, subject to, in certain cases, customary deductibles and caps and
exceptions to such deductibles and caps, including in the case of fraud. Successful indemnification claims by PRN would
ﬁrst reduce the Escrow, and thereafter, NovaBay would be dlrectly respon51ble for any 1ndemn1ﬁcat10n clalms of our

eper&t-teﬂs— Geed-wrl-l—Separately -rnfaﬂg-rb}e—aﬂd-pursuant to etheie—— the assets—Trademark Acqulsltlon Agreement for the
Wound Care Dlvestlture, we also agreed to provnde hmlted mdemmﬁcatlon to Phase One for losses ar1s1ng from eﬂh}e%l-




third- party m&ﬂu-faef&ﬂﬂg—clalm mvolvmg a materlal breach or nonperformance of repres ntatlons assemb{-y—warrantles,
covenants, agreements and obligations of the Company contained in the Trademark Acquisition Agreement. Our
liability orfor transpertatierrindemnification of Phase One for any such losses is limited to 50 % of the purchase price for
the Wound Care Trademarks, or $ 250 thousand. Any Net Working Capital Adjustment in favor of PRN or successful
claims for indemnification made by PRN will reduce the Escrow payable to us or otherwise be payable by us from our
cash assets, and any successful claims for indemnification made by Phase One will be payable by us from our cash assets,
which, in any of these circumstances, would further reduce the amount of our cash assets and the amount of cash that
may ultimately be available for distribution eapabilities;due-to weather-our stockholders in the Dissolution or otherwise ,

-rnel-udiﬂg—lf any pete&&a-l—effeets—e-ﬁeﬁn&te—eh&nge— We may be sub]ect to htlgatlon whlch is expensnve ﬁatufal-dtsaster—ﬁfe

- result —Any—rntefmpﬁeﬂ—er—f&&ufe—by—of havmg completed the Avenova Asset Sale and the Wound Care Dlvestlture our—-
or addressmg our ex1st1ng wpp}wﬁ—dts&rbtmfs—aﬂd-e&rer—p&ftrmﬁe—meet—ﬂ%eﬁob igations en-sehedule-or-iraceordanee-with
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hew—eik&ny—tefmmaﬁeﬂ—by—ﬂ&ese—thlrd pmtles e%ﬂ%etﬁaffangefneﬂ-ts—or 0therw1se in connection with the Dissolution, we may
be subject to potential litigation, including commerecial litigation or claims by holders of our securities, including
securities class action litigation. We recently settled disputes with three warrant holders of the Company that resulted in
the aggregate net payment of $ 1, 466, S11 to such warrant holders, which amount reflects a reduction of the aggregate
exercise price paid by such warrant holders to the Company in connection with such settlement of $ 348, 337. Litigation
could also arise from our prior operations, and related to products sold, before the completion of the Avenova Asset Sale
and the Wound Care Divestiture. Any such claims, with or without merit, or litigation initiated against us -whiehtreaeh
ease;could be-the-result efone-in substantial costs and divert er-our manyfactors-outside-of remaining management
resources and attention from completlng the Dlssolutlon ina tlmely manner et or eeﬁtfe-l-pursumg another strateglc
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dlsluptlons of mfmmatlon technology systems or bledches ot mfmmatlon security Could adv elselv affect our busmesses We
rebyrelied upon information technology systems to historically operate ettr-eye care and wound care businesses , and we
continue to use such systems in our performance of the PRN Transition Services Agreement . [n the ordinary course of
business, we have eeHeet-collected , stere-stored and transmit-transmitted large amounts of confidential information
(including, but not limited to, personal information and intellectual property), and we continue to 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-have managed 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 us eur-business
eperations-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-There can be no guarantees that the Dissolution will be



completed and, if not completed, it may be very difficult for us to identify strategic alternatives to maximize the
remaining value for NovaBay and its stockholders. The Dissolution is subject to approval by our stockholders, which we
are seeking at the New Special Meeting. While we continue to believe that the Dissolution is currently the best
opportunity for us to maximize the remaining value of the Company for our stockholders, there are risks and
uncertainties as to whether stockholders will approve the Dissolution at the New Special Meeting, including taking into
consideration that we were not able to obtain stockholder approval for the Dissolution at our previously held special
meeting of stockholders convened on November 22, 2024, and subsequently adjourned and finally reconvened on
January 30, 2025. If it is not completed for any reason, we may have to continue our limited business operations while
exploring other strategic alternatives that are available to return capital to stockholders in a manner intended to
maximize value. Given our past voting challenges with respect to the Dissolution, we have engaged a financial advisor to
explore additional strategic options, which may include mergers, reverse mergers, strategic partnerships, and licensing
and sub- licensing transactions (“ Potential Strategic Transaction ). However, particularly in light of our limited
business operations, our recent completion of the Avenova Asset Sale and the Wound Care Divestiture (constituting
substantially all of our assets), our announced intent to complete the Dissolution, and the generally competitive market
for such a Potential Strategic Transaction, our efforts to identify other business strategies may be hindered and we may
not be able to identify an alternate transaction on the necessary timing before our cash runs out. Even if we are able to
identify and pursue a Potential Strategic Transaction, any such alternatives may not result in greater (or even
equivalent) stockholder value than the proposed Dissolution and such alternatives may entail additional risks and costs.
As a result of such risks or if we do not identify a Potential Strategic Transaction, there is a high probability that, in such
situation, we may have to cease all operations, make an assignment for the benefit of any creditors, turn NovaBay over to
a third- party management company or liquidator or file for bankruptcy protection. If we fail to successfully execute the
Dissolution or a Potential Strategic Transaction, our shareholders may lose their entire investment.- 15- We cannot
assure you as to the amount of distributions, if any, to be made to our stockholders. To the extent we proceed with the
Dissolution, we cannot predict with certainty the timing, amount, or number of distributions, if any, to our stockholders.
As of February 28, 2025, we had approximately $ 10. 4 million in cash and cash equivalents. We currently estimate that
we will expend between $ 6. 8 million and $ 9. 9 million after March 1, 2025, which would be used to pay all expenses
(including operating expenses up until the filing of a certificate of dissolution with the Secretary of State of the State of
Delaware (the “ Certificate of Dissolution ”) in accordance with the Delaware General Corporation Law (the “ DGCL ”))
and other known, non- contingent liabilities, and which also includes reasonable provision for expenses of liquidation
and potential, contingent or unknown liabilities as required by Delaware law. We currently estimate that the aggregate
amount of liquidating distributions to stockholders will be between $ 0. 7 million and $ 5. 6 million, or between $ 0. 13
and $ 0. 97 per share of common stock (based on 5, 831, 269 shares of common stock and other equity outstanding as of
March 18, 2025). This amount may be paid in one or more distributions. Any such distributions would not occur until
after the Certificate of Dissolution is filed, and we cannot predict the timing or amount of any such distributions, or
whether any such distributions will occur, as uncertainties as to the ultimate amount of our liabilities, the operating costs
and amounts to be set aside for claims, obligations and provisions during the liquidation and winding- up process, and
the related timing to complete such transactions, make it impossible to predict with certainty the actual net cash amount,
if any, that will ultimately be available for distribution to stockholders or the timing of any such distributions. Examples
of uncertainties that could reduce the value of distributions to our stockholders include: (i) our incurrence of expenses
relating to the Dissolution being different than estimated; (ii) unanticipated costs relating to the defense, satisfaction or
settlement of lawsuits or other claims that may be threatened against us or our current or former directors or officers;
(iii) amounts necessary to resolve claims, including unforeseen claims, of any creditors or other third parties; and (iv)
delays in the Dissolution or other winding up process. In addition, as we wind down, we will continue to incur expenses
from the remaining operations, such as operating costs, severance payments, payments to any continuing employees or
consultants, lease rental payments, directors’ and officers’ insurance, taxes, legal, accounting and financial advisory fees
and expenses related to our filing obligations with the SEC, which will reduce amounts that will be available for
distribution to our stockholders, if any. We have attempted to estimate reasonable reserves for such liabilities,
obligations, expenses and claims against us; however, those estimates may be inaccurate. Accordingly, stockholders may
receive substantially less than the amount that we currently estimate that they may receive, or they may receive no
distribution at all. We intend to rely on the “ safe harbor ” procedures under Sections 280 and 281 (a) of the DGCL to,
among other things, obtain an order from the Delaware Court of Chancery establishing the amount and form of security
for pending claims for which the Company is a party, contingent or unmatured contract claims for which the holder
declined the Company’ s offer of a security, and unknown claims that, based on facts known to the Company, are likely
to arise or become known within three (3) years of filing of the Certificate of Dissolution (or such longer period of time as
the Delaware Court of Chancery may determine) (the “ Court Order ), and pay or make reasonable provision for our
uncontested known claims and expenses and establish reserves for other claims as required by the Court Order and the
DGCL. We expect to distribute all of our remaining assets in excess of the amount to be used by us to pay claims and
fund the reserves required by the Court Order and pay our operating expenses through the completion of the dissolution
and winding- up process to our stockholders. The Court Order will reflect the Delaware Court of Chancery’ s own
determination as to the amount and form of security reasonably likely to be sufficient to provide compensation for all
known, contingent and potential future claims against us. There can be no assurances that the Delaware Court of
Chancery will not require us to withhold additional amounts in excess of the amounts that we believe are sufficient to
satisfy our potential claims and liabilities. Accordingly, our stockholders may not receive any distributions of our



remaining assets for a substantial period of time, if at all, after satisfaction of all claims. As a result of these and other
factors, we cannot assure you as to any amounts, if any, to be distributed to our stockholders if the Board proceeds with
the Dissolution. If our stockholders do not approve the Dissolution at the New Special Meeting, we will not be able to
proceed with the Dissolution and no liquidating distributions will be made. We cannot predict the timing of the
distributions to stockholders. Our current intention is that, if the Dissolution is approved by our stockholders and the
Board proceeds with the Dissolution, then the Certificate of Dissolution would be filed as soon as practical following the
New Special Meeting; however, ultimately, the decision of whether or not to proceed with the Dissolution will be made by
the Board in its sole discretion. If our stockholders approve the Plan of Dissolution, the Board has not set a deadline to
make its decision to proceed with the effectiveness of the Dissolution. No further stockholder approval would be required
to effect the Dissolution. Under the DGCL, before a dissolved corporation may make any distribution to its stockholders,
it must pay or make reasonable provision to pay all of its claims and obligations, including all contingent, conditional or
unmatured contractual claims known to the corporation, as determined by the Board and pursuant to the “ safe harbor
” procedures approved by the Court Order. We can provide no assurance as to if or when any such distribution will be
made, and we cannot provide any assurance as to the amount to be paid to each stockholder in any such distribution, if
one is made. The Board intends to seek to distribute funds to our stockholders as quickly as possible, as permitted by the
DGCL, and will take all reasonable actions to optimize the distributable value to our stockholders. We anticipate that
distributions, if any, to our stockholders will be made in cash, and may be made at any time with initial distributions to
stockholders anticipated to occur in nine (9) to twelve (12) months from the effective time of the Dissolution (the *
Effective Time ).- 16- The precise timing of any distributions to our stockholders will depend on and could be delayed
due to many factors, including without limitation, the time it takes to obtain the Court Order and whether a creditor or
other third party seeks an injunction against the making of additional distributions to stockholders on the basis that the
amounts to be distributed are needed to satisfy our liabilities or other obligations to the extent not previously reserved
for. As a result of these and other factors, we are unable to predict the timing of distributions, if any are made, to our
stockholders. The Board may determine not to proceed with the Dissolution. Even if the Dissolution is approved by our
stockholders at the New Special Meeting, the Board may determine, in the exercise of its fiduciary duties, not to proceed
with the Dissolution. If the Board elects to pursue any strategic alternative to the Dissolution, including a Potential
Strategic Transaction, our stockholders may not receive any of the funds that might otherwise be available for
distribution to our stockholders. The decision of whether or not to proceed with the Dissolution will be made by the
Board in its sole discretion and the Board has not set a deadline to make its decision to proceed with or abandon the
Dissolution after stockholder approval. Our stockholders may be liable to our creditors for part or all of the amount
received from us in our liquidating distributions if reserves are inadequate. Under the DGCL, we would be required, in
connection with the Dissolution, to pay or make reasonable provision for payment of our liabilities and obligations. To
the extent the Dissolution is approved by stockholders and the Board determines to proceed with the Dissolution, we will
establish a reserve, consisting of cash or other assets that we believe will be adequate for the satisfaction of all of our
current known expenses and unknown, contingent and / or conditional claims and liabilities. The estimated amount of
the reserve is established by the Board, and approved by the Delaware Court of Chancery; however, such estimated
amount may not be adequate to cover all of our claims and obligations. Under the DGCL, if we fail to create an adequate
contingency reserve for payment of our expenses, claims and obligations, each stockholder could be held liable for
payment to our creditors for claims. However, to the extent the “ safe harbor ” procedures under Sections 280 and 281
(a) of the DGCL are followed as we plan to, a stockholder will not be liable for any claim in excess of the lesser of (a) the
stockholders’ pro rata share of the claim and (b) the amount distributed to the stockholder, and only with respect to
claims that began before the expiration of a post- dissolution period of at least three (3) years (or longer as the Delaware
Court of Chancery shall in its discretion direct). If our stockholders vote against the Dissolution pursuant to the Plan of
Dissolution, we may pursue other strategic alternatives; which may not result in greater (or even equivalent) stockholder
value than the proposed Dissolution and may entail additional risks and costs (e. g., bankruptcy). If our stockholders do
not approve the Dissolution or the Board does not proceed with the Dissolution, we will continue our corporate existence
and the Board will continue to explore what, if any, strategic alternatives are available, including a Potential Strategic
Transaction, to return capital to stockholders in a manner intended to maximize value in light of its discontinued
business activities. Any Potential Strategic Transaction or other strategic alternative that we may pursue and complete is
subject to a number of risks, including risks related to: ® whether such transaction can be identified in a timely manner
and completed; o the successful integration with a potential transaction partner following the closing of any such
transaction; e depleting our remaining cash resources whether prior to or following a Potential Strategic Transaction; e
litigation resulting from a Potential Strategic Transaction; e continuing to have insufficient revenues to offset expenses
after completing a Potential Strategic Transaction; e challenges maintaining our internal standards, controls,
procedures and policies; ® entering markets in which we have no prior experience and where we may not succeed; and
any impairment of intangible assets, such as goodwill, or depreciation and amortization expenses associated with the
Potential Strategic Transaction.- 17- As a result, if some or all of such risks occur, it is unlikely that a Potential Strategic
Transaction or other strategic alternative would result in greater stockholder value than the Dissolution, and pursuing a
Potential Strategic Transaction, if we are not successful, may result in our Company seeking bankruptcy protection or
protection under other insolvency laws. If we proceed with the Dissolution, our stockholders will not be able to buy or
sell shares of our common stock after we close our stock transfer books at the Effective Time of the Dissolution. If
stockholders approve the Dissolution and the Board determines to proceed with the Dissolution, we intend to close our
stock transfer books and discontinue recording transfers of our common stock at the Effective Time of the Dissolution as



set forth in the Certificate of Dissolution. After we close our stock transfer books, we will not record any further
transfers of our common stock on our books except by will, intestate succession or operation of law. Therefore, shares of
our common stock will not be freely transferable after such date. As a result of the closing of the stock transfer books, all
liquidating distributions in the Dissolution will be made pro rata to the stockholders of record as of the Effective Time of
the Certificate of Dissolution, with distribution (if any) anticipated to occur in nine (9) to twelve (12) months from the
Effective Time. Further stockholder approval will not be required in connection with the implementation of the Plan of
Dissolution, including the sale or disposition of all or substantially all of our assets following the Effective Time of the
Dissolution pursuant to the Plan of Dissolution. The approval of the Dissolution by the requisite vote of our stockholders
at the New Special Meeting will grant full and complete authority to the Board and executive officers, without further
stockholder action, to decide whether to proceed with the Dissolution pursuant to the Plan of Dissolution in accordance
with any applicable provision of Delaware law. If we proceed with the Dissolution, then following the Effective Time, we
may sell, distribute or otherwise dispose of our remaining non- cash assets without further stockholder approval. As a
result, after the Effective Time, the Board may, in order to maximize value for our stockholders and creditors, authorize
actions in implementing the Plan of Dissolution, including the specific terms and prices for the sales and dispositions of
its remaining assets, with which stockholders may not agree. If we proceed with the Dissolution, our stockholders may
not be able to recognize a loss for federal income tax purposes until they receive a final distribution from us. If
stockholders approve the Dissolution and the Board determines to proceed with the Dissolution, distributions made
pursuant to the Plan of Dissolution are intended to be treated as received by a stockholder in exchange orfor mternationat
the stockholder’ s shares of our common stock. Accordingly, the amount of any such distribution allocable to a block of
shares of our common stock owned by a U. S. stockholder will reduce the stockholder’ s tax basis in such shares, but not
below zero. Any excess amount allocable to such shares will be taxable as capital gain. Such gain generally will be taxable
as long- term capital gain if the shares have been held for more than one year. Any tax basis remaining in a share of our
common stock following the final liquidating distribution by the Company will be treated as a capital loss. The
deductibility of capital losses is subject to limitations. You should consult your tax advisor as to the particular tax
consequences of the Dissolution to you, particularly due to the tax treatment of any liquidating distribution varying
among different stockholders, including the applicability of any U. S. federal, state, local and non- U. S. tax laws. The
loss of members of our senior executive management team could adversely affect our ability to operate our remaining
business and administer the Dissolution process. Our ability to operate our remaining business and administer the
Dissolution process in a cost effective and efficient manner, to the extent our stockholders approve the Dissolution and
the Board determines to proceed with the Dissolution, depends, in large part, on the continued service of our senior
executive management team, including our Chief Executive Officer, Justin M. Hall, and our Interim Chief Financial
Officer, Tommy Law. Following the sale of substantially all of our assets as a result of the Avenova Asset Sale, our
remaining senior executive officers and employees: (i) have been performing the post- closing services under the terms of
the PRN Transition Services Agreement; (ii) are currently managing our remaining business operations and supporting
our Company’ s identification and evaluation of potential strategic alternatives; and (iii) are expected to provide certain
support to our Company in connection with the Dissolution, to the extent the Dissolution is approved by stockholders
and the Board determines to proceed with the Dissolution. Accordingly, the loss of one or both of our remaining senior
executive officers would adversely impact our ability to operate the remaining business and may result in delays or
potential inefficiencies, with respect to the Dissolution process, to the extent it proceeds. Resources may be wasted in
searching for Potential Strategic Transactions that are not completed, which could materially adversely affect
stockholder value, including distributions as part of the Dissolution (if any). As disclosed, simultaneously with our
Company pursuing the Dissolution, we have also engaged a financial advisor to explore any Potential Strategic
Transactions that may be available, which is an ongoing expense to the Company. Any investigation of a specific
Potential Strategic Transaction and the negotiation, drafting and execution of relevant agreements, disclosure documents
and other instruments would require substantial management time and attention and substantial costs for accountants,
attorneys, and others. Furthermore, if we reach an agreement relating to a specific Potential Strategic Transaction, we
may fail to complete the transaction for any number of reasons, including those beyond our control. Any such event will
result in a loss to us of the related costs incurred which could reduce distributions to stockholders (if any) and materially
adversely affect subsequent attempts to identify and effect another business opportunity. Our disposal of historical assets
and operations through the Avenova Asset Sale and the Wound Care Divestiture could result in our Company becoming
a “ shell company ” if we do not complete the Dissolution or an Alternative Strategic Transaction. As a result, we may
ultimately become subject to more stringent reporting requirements, offering limitations and resale restrictions.
Although we currently have our significantly reduced business, that includes fulfilling remaining contractual obligations
for the manufacture and delivery of wound care products and performance of the services contemplated by the PRN
Transition Services Agreement, such business may no longer be conducted in the near future and our business
operations and assets would consist primarily of any remaining cash and cash equivalents. As such, we could be a “ shell
company ” under SEC rules and regulations, and, in such event, if we do not receive approval for or proceed with the
Dissolution, and instead engage in a Potential Strategic Transaction, it is possible that certain requirements for shell
company business combinations could be applicable, which include: e the potential future combined company needing to
file a Form 8- K to report the Form 10 type information after closing the combination transaction with the SEC
reflecting its status as an entity that is not a shell company;- 18- e us and the potential future combined company not
being eligible to use a Form S- 3 until 12 full calendar months after closing of the combination transaction; e the
potential future combined company needing to wait at least 60 calendar days after closing of the merger to file a Form S-



8 for any equity plans or awards; and e the potential future combined company being an “ ineligible issuer ” for three
years following the closing of the combination transaction, which will prevent the combined company from (i)
incorporating by reference in its Form S- 1 filings, (ii) using a free writing prospectus, or (iii) taking advantage of well-
known seasoned issuer status despite its public float. The foregoing SEC requirements could increase our or the potential
future combined company’ s time and cost of raising capital, offering stock under equity plans, and complying with
securities laws. 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 segment have generally experienced wide fluctuations in response to various factors. Broad
economic , marKket and petitteat-eonditions-eontd-industry factors may negatively affect the market price eurbusiness;
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eleared-medieal-deviee; o aceeptanee-actual or anticipated varlatlons in our expenses, partlcularly as we pursue lhe
medieal-community-Dissolution or any Potential Strategic Transaction ; e any unanticipated contingent liabilities or
litigation that may arise; and e adverse developments with respect to the Dissolution or any the-other safety-Potential
Strategic Transaction. Our common stock will likely be delisted from the NYSE American, and in connection with the
Dissolution we plan to initiate steps to exit from certain reporting requirements under the Exchange Act. If the exit
process is protracted, we will continue to bear the expense of being a public reporting company despite having no source
of revenue. Our common stock is currently registered under the Exchange Act, which requires that we comply with
certain public reporting and proxy statement requirements. Compliance with these requirements is costly and time-
consuming; however, it aids in information being widely publicly available to our stockholders and has historically been
beneficial in capital raise transactions. The Avenova Spray-Asset Sale constituted the sale of substantially all of our assets.
Under the NYSE American continued listing requirements, the completion of the sale of substantially all of our assets
may cause the NYSE American to delist our shares. Further, pursuant to a Deficiency Letter received from the NYSE
American on April 18, 2024, we are currently subject to the procedures and requirements of Section 1009 of the
Company Guide related to not meeting the NYSE American ’ s predieate-deviees-continued listing standards related to
stockholders’ equity, which also may cause the NYSE American to commence delisting procedures. Our NYSE listing is
currently subject to a plan of compliance through October 18, 2025. While we are subject to this plan, the Company is
subject to quarterly monitoring for compliance with the plan. If the Company does not regain compliance with the NYSE
American’ s listing standards by October 18, 2025, or if the Company does not make progress consistent with its plan,
then the NYSE American may initiate delisting procedures. To the extent the NYSE American does not delist our shares
and the Board determines to effect the Dissolution after having received stockholder approval at the New Special
Meeting, we plan to notify FINRA of our impending dissolution and request that our common stock stop trading on the
NYSE American on the effective date of the Dissolution or as soon thereafter as is reasonably practicable. Whether or
not the Dissolution is completed, and regardless of whether our shares are delisted from the NYSE American, we will
have an obligation to continue to comply with the applicable reporting requirements of the Exchange Act until we have
exited from such reporting requirements.- 19- We plan to initiate steps to exit from such reporting requirements in order
to curtail expenses ; e-however, such process may be protracted and we may be required to continue to make certain
filings with the SEC. Accordingly, we will continue to incur expenses that will reduce any amount available for
distribution, including expenses of complying with public company reporting requirements and paying our service
providers, among others. If our reporting obligations cease, publicly available information about us will be substantially
reduced. To the extent the NYSE American delists our common stock from trading on its exchange and the Dissolution
is not approved or implemented or is otherwise delayed, we will not be eligible to apply to list our securities on the NYSE



American or on another national securities exchange due to our inability to currently meet the initial listing standards
applicable to a newly listed company, and we could face significant material adverse consequences, including during any
period between such delisting and the effective date of the Dissolution, such as reduced liquidity for our securities,
limited availability of market quotations for our securities and 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 trading activity in the secondary trading market for our securities, and a substantial impairment on
our ability to raise additional funds in connection with a Potential Strategic Transaction, if needed. Further, the National
Securities Markets Improvement Act of 1996, which is a federal statute, prevents or preempts the states from regulating
the sale of certain securities, which are referred to as “ covered securities. ” Because our common stock is currently
listed on the NYSE American, our common stock qualifies as covered securities under such statute. Although the states
are preempted from regulating the sale of our securities, the federal statute does allow the states to investigate companies
if there is a suspicion of fraud, and, if there is a finding of fraudulent activity, the-then the states can regulate or bar the
sale of covered securities in a particular case. If we were no longer listed on the NYSE American, our common stock
would not be a covered security and we would be subject to regulation in each state in which we offer our securities. Our
stockholders may experience significant dilution as a result of the conversion of the Series B Preferred Stock and the
potential exercise of outstanding common stock purchase warrants. We have a significant number of patients-who-use
Avenova-Spray-e-coverage-Company securities that are or will be convertible and / or exercisable into shares of er-our
retmbursement-common stock.As of March 25 , netes-2025,these Company securities include 131 shares of Series B
Preferred Stock that are convertible into +-15 , 454-065 shares of common stock , 62+-Unsecured Convertible Notes that
are convertible into 107,146 shares of common stock and common stock warrants exercisable for 44 , 382-753 , 447613
shares of common stock.As of -Beeefnbei%-l—March 25 %92—3—2025 .we had H-5 , 236-816 . -lé@—shafes—ef—eemmeﬁ—s’feelﬁssued

& s-ofdy - 204 ;we-had-36;698;150-s! hares of common stock
issued and oulsldndm(T Accordingly,upon lhc conversion or exercise (as applicable) of some or all of the Series B Preferred
Steelgthe-Sertes-C-Preferred Stock,convertible notes and common stock warrants,as well as the exercise of stock options and
other equity based awards that have been or will be issued and / or granted by ease-may-us,the percentage ownership and
voting power held by our existing stockholders will be significantly reduced and our stockholders could experience
significant dilution.If such dilution were to occur ahead of the Dlssolutlon dlstrlbutlons to stockholders ( if we-enter-into
any) would reduce as a result future-transae at-reduees-the-app ble-eonverstonpriee-of such seeurities-dilution .\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 ,unless in connection with a Potential Strategic Transaction . In-addition-While we anticipate making
distributions to stockholders in connection with the Dissolution ,we do not anticipate paying any dividends or repurchasing
any shares of our Series B Preferred Stock shewever;-before the Dissolution or if the Dissolution is not completed.If we pay
dividends on our shares of common stock,we are required to pay dividends on our Series B Preferred Stock on an as converted
basis. The payment of dividends on,or the repurchase of shares of,our common stock or Series B Preferred Stock will depend on
our earatngs;-financial condition and other business and economic factors affecting us at such time as our Board efDireeters
may consider relevant.If we do not pay dividends or repurchase stock or if the Dissolution is not completed with related
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substant—ral—h&gaﬁeﬂ—rﬂ—ﬂ&e—pharmaeetmeal—thrfd- the1r 1nvestment in our shares only 1f our stock price appreclates or 1f
part of a Potential Strategic Transaction. - party-payors-20- We may issue additional shares of Avenova-Spray;—e-our
common stock, other series or classes of preferred stock or other equity securities without our-your abitity-to-staeeessfully
approval, which would dilute your ownership interests and may depress the market price Avenova-Spray-te-both-doetors

and-patients—and-e-the-amount-and-nature-of competition-fromeompeting-eompantes-your shares. If we do not proceed with
stmilar-produets—Revente-front-the Dissolution, we may issue additional shares of our common stock, the-other Avenova

series or classes of preferred stock, in addition to our Series B 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 brand-- and will-be-subjeet
to-for other purposes, including in connection with , among other things, regatatory-executing upon a Potential Strategic
Transaction, repricing of warrants or other outstanding securities. 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; e the relative voting strength of each previously outstanding share of common stock
may be diminished; and eemmeretal-and-/ or ® the market uneertainties-that-price of your shares of common stock may be
ottside-of-decline. Offers our—- or availability eontrol—The-elearanee-that-we-havereeetved-fromrthe FBA-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, conversion of the Unsecured Convertlble Notes and / ot or Aveﬂeva—Spray—Netﬁfe-Phase—P-haseeﬁe—aﬂd-efheﬁ
the exercise of outstanding warrants produets A
be-cause the price of our publicly traded securities to decllne Sales of a slgnlﬁcant number of shares of our common
stock in the pubhc fnarke’fed-—— market could depress —Fhela & d % &




sales of shares of common stock that are 1ssuable upon conversion of net—subjeet—te—F-BA—eﬁrraﬂee—&re—subjeet—te-extenswe
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shares of Series B Preferred Stock, the Unsecured Convertible Notes and outstanding warrants represent, in the

aggregate, approx1mately 84 % of the total number of shares of common stock outstandlng as of March 25, 2025. Upon
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become a « shell company ” the holders of our restrlcted securltles and control securltles will not be able to sell their
securities in reliance on Rule 144. We may become a “ shell company, ” as that term is defined by the applicable federal
securities laws. Applicable provisions of Rule 144 specify that during that time that we arc subjeettotimitations-a * shell
company ” and for a period of one year thereafter, holders of our restricted securities cannot sell those securities in
rehance on Rule 144. This restrlctlon t-he—rn-teﬂded—uses—fer—wh-:eh—the—pfeéuet—lmy have be—m&fketed—\meh—e&n—fedﬂee—euf
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eompetiters—and-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-te-raise-complete a Potential Strategic
Transaction, which may include raising additional capital funding-te-finanee-otr-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 i income mdy be subject to 11m1tat10ns which could potentlally result in increased future tax liability

qua-h—ﬁy—te—be—quefed—eﬂ—aﬁ—ei% {-he—Zl Counter market If thl% were to...... factors may harm our competitive position. ITEM
1B. UNRESOLVED STAFF COMMENTS



