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If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, please check the following box. x

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. ~

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. ~

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box. ~

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction L.D. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
the following box. ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer ~
Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting
company X




Edgar Filing: NovaBay Pharmaceuticals, Inc. - Form POS AM

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its
effective date until the Registrant shall file a further amendment which specifically states that this Registration
Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933, as amended,
or until this Registration Statement shall become effective on such date as the Commission, acting pursuant to said
Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer
to sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not
permitted.

Preliminary Prospectus Subject to completion, dated August 10, 2009.
$20,000,000
Common Stock Preferred Stock
Debt Securities Warrants
Units

From time to time, we may offer up to $20,000,000 of any combination of the securities described in this prospectus,
either individually or in units. We may also offer common stock or preferred stock upon conversion of debt securities,
common stock upon conversion of preferred stock, or common stock, preferred stock or debt securities upon the
exercise of warrants. We will provide specific terms of these offerings and securities in one or more supplements to
this prospectus. We may also authorize one or more free writing prospectuses to be provided to you in connection
with these offerings. The prospectus supplement and any related free writing prospectus may also add, update or
change information contained in this prospectus. You should read this prospectus, the applicable prospectus
supplement and any related free writing prospectus carefully before buying any of the securities being offered.

Our common stock is traded on the NYSE Amex under the symbol “NBY.” As of July 31, 2009, the aggregate market
value of our outstanding common stock held by non-affiliates is approximately $37,221,724 based on 21,975,097
shares of outstanding common stock, of which approximately 17,895,060 shares are held by non-affiliates, and a per
share price of $2.08 based on the closing sale price of our common stock on July 31, 2009. As of the date hereof, we
have not offered any securities pursuant to General Instruction I.B.6 of Form S-3 during the prior 12 calendar month
period that ends on and includes the date hereof.

Investing in our common stock involves risks. You should review carefully the risks and uncertainties described under
the heading “Risk Factors” on page 5 of this prospectus as well as those contained in the applicable prospectus
supplement and any related free writing prospectus, and under similar headings in the other documents that are
incorporated by reference into this prospectus.

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

The securities may be sold directly by us to investors, through agents designated from time to time or to or through
underwriters or dealers, on a continuous or delayed basis. For additional information on the methods of sale, you

should refer to the section entitled ‘“Plan of Distribution” in this prospectus. If any agents or underwriters are involved in
the sale of any securities with respect to which this prospectus is being delivered, the names of such agents or
underwriters and any applicable fees, commissions, discounts and over-allotment options will be set forth in a
prospectus supplement. The price to the public of such securities and the net proceeds that we expect to receive from
such sale will also be set forth in a prospectus supplement.

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

The date of this prospectus is , 2009.




Edgar Filing: NovaBay Pharmaceuticals, Inc. - Form POS AM

TABLE OF CONTENTS

Page
ABOUT THIS PROSPECTUS 2
PROSPECTUS SUMMARY 3
RISK FACTORS 5
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS 5
USE OF PROCEEDS 6
RATIO OF EARNINGS TO FIXED CHARGES AND COMBINED FIXED CHARGES AND PREFERRED 6
STOCK DIVIDENDS
THE SECURITIES WE MAY OFFER 6
DESCRIPTION OF CAPITAL STOCK 8
DESCRIPTION OF DEBT SECURITIES 13
DESCRIPTION OF WARRANTS 18
DESCRIPTION OF UNITS 19
LEGAL OWNERSHIP OF SECURITIES 20
PLAN OF DISTRIBUTION 23
LEGAL MATTERS 25
EXPERTS 25
WHERE YOU CAN FIND MORE INFORMATION 26
DISCLOSURE OF COMMISSION POSITION ON INDEMNIFICATION FOR SECURITIES LAW 27
VIOLATIONS




Edgar Filing: NovaBay Pharmaceuticals, Inc. - Form POS AM

Table of Contents
ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-3 that we filed with the Securities and Exchange
Commission utilizing a “shelf” registration process. Under this shelf registration statement, we may, from time to time,
sell any combination of the securities referred to herein in one or more offerings for total gross proceeds of up to
$20,000,000. This prospectus provides you with a general description of the securities we may offer.

Each time we sell securities under this prospectus, we will provide a prospectus supplement that will contain more
specific information about the terms of the securities being offered. We may also authorize one or more free writing
prospectuses to be provided to you that may contain material information relating to these offerings. This prospectus,
together with applicable prospectus supplements and any related free writing prospectuses, includes all material
information relating to these offerings. The prospectus supplement may add, update or change information contained
in this prospectus and may include a discussion of any risk factors or other special considerations that apply to the
offered securities. If there is any inconsistency between the information in this prospectus and a prospectus
supplement, you should rely on the information in that prospectus supplement. Before making an investment decision,
it is important for you to read and consider the information contained in this prospectus and any prospectus
supplement, together with the additional information described under the heading “Where You Can Find More
Information.”

Each time we offer a type or series of securities under this prospectus, we will provide a prospectus supplement that
will contain more specific information about the terms of the offered securities. We also may authorize one or more
free writing prospectuses to be provided to you that may contain material information relating to these offerings. This
prospectus, together with applicable prospectus supplements and any related free writing prospectuses, includes all
material information relating to these offerings. We also may add, update or change, in the prospectus supplement and
in any related free writing prospectus that we may authorize to be provided to you, any of the information contained in
this prospectus or in the documents that we have incorporated by reference into this prospectus. We urge you to read
carefully this prospectus, any applicable prospectus supplement and any related free writing prospectus, together with
the information incorporated herein by reference as described under the heading “Where You Can Find Additional
Information,” before buying any of the securities being offered. THIS PROSPECTUS MAY NOT BE USED TO
CONSUMMATE A SALE OF SECURITIES UNLESS IT IS ACCOMPANIED BY A PROSPECTUS
SUPPLEMENT.

You should rely only on the information contained or incorporated by reference in this prospectus or a prospectus
supplement. We have not authorized any other person to provide you with different information. If anyone provides
you with different or inconsistent information, you should not rely on it.

This prospectus is not an offer to sell these securities and it is not soliciting an offer to buy these securities in any
jurisdiction where the offer or sale is not permitted.

You should assume that the information appearing in this prospectus or any prospectus supplement, as well as
information we have previously filed with the SEC and incorporated by reference, is accurate as of the date on the
front of those documents only. Our business, financial condition, results of operations and prospectus may have
changed since those dates. In making an investment decision, you must rely on your own examination of our business
and the terms of the offering, including the merits and risks involved.

This prospectus contains and incorporates by reference market data, industry statistics and other data that have been
obtained from, or compiled from, information made available by third parties. We have not independently verified
their data.
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus. You should read the following summary
together with the more detailed information appearing or incorporated by reference in this prospectus, including the
“Risk Factors” and our financial statements and related notes included or incorporated by reference elsewhere in this
prospectus, before deciding whether to purchase any of our securities. Unless the context otherwise requires, all

99 ¢ 99 ¢

references in this prospectus to “we,” “our,” “us,” and “NovaBay” refer to NovaBay Pharmaceuticals, Inc. and its subsidiaries.
Our Company

We are a mid-stage biopharmaceutical company developing first-in-class, novel, and synthetic anti-infective product
candidates to treat and prevent a wide range of infections, without developing resistance, in hospital and non-hospital
environments. Many of these infections are increasingly difficult to treat because of the rapid and growing rise in drug
resistance. Our proprietary Aganocide(R) compounds are synthetic forms of N-chlorinated antimicrobial molecules,
which are highly effective and rapidly-acting anti-infective molecules produced by white blood cells when defending
the body against invading pathogens. We have specifically designed our Aganocide class of compounds to mimic the
human body’s natural defense against infection. Importantly, this new class of highly differentiated compounds may
deliver the same or better efficacy as currently used antibiotics, but without contributing to the growing, global
epidemic of drug-resistant bacteria. In preclinical testing, our Aganocide compounds have demonstrated the ability to
destroy all bacteria against which they have been tested. We believe that our Aganocide compounds could form a
platform on which to create a variety of products to address differing needs in the treatment and prevention of
bacterial, viral and fungal infections.

We have developed a two-pronged development strategy to maximize the clinical and commercial potential of our
Aganocide compounds. Our goal is to advance our product candidates to confirmatory Phase II proof of concept trials,
after which we will evaluate further advancing each program on our own or entering a co-development collaboration
with a proven market leader to benefit from their expertise and proven capabilities, as well as to defray costs, while
retaining participation in long-term commercial economics. We believe that this strategy is appropriate because of the
significant breadth of product opportunities that can be developed from our technology base. In many instances, we
believe we can build upon the safety data generated in one indication to accelerate early development of other
indications. We are also learning from our own and our partners’ experience in developing appropriate dosing and
usage of our compounds. The more development programs that are undertaken by our partners and by ourselves, the
greater the synergy in our activities.

Eye, Ear, Sinus and Contact Lens Solution

In August 2006, we entered into a collaboration and license agreement with Alcon Manufacturing Ltd. (“Alcon”), an
affiliate of Alcon, Inc., that provides Alcon with the exclusive rights to develop, manufacture and commercialize
products incorporating our Aganocide compounds for the treatment of eye, ear and sinus infections as well as for use
in contact lens solutions. Under the terms of the agreement, Alcon agreed to pay an up-front, non-refundable,
non-creditable technology access fee of $10.0 million upon the effective date of the agreement. In addition to the
technology access fee, we are entitled to receive semi-annual payments from Alcon to support on-going research and
development activities over the four year funding term of the agreement. The research and development support
payments include amounts to fund a specified number of personnel engaged in collaboration activities and to
reimburse for qualified equipment, materials and contract study costs. As product candidates are developed and
proceed through clinical trials and approval, we will receive milestone payments. If the products are commercialized,
we will also receive royalties on any sales of products containing the Aganocide compounds. From the inception of
the agreement to March 31, 2009, we have received $20.4 million from Alcon including the technology access fee, the
payments for personnel engaged in collaboration activities, the reimbursement for shared costs and contributions

10
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towards the purchase of capital equipment.

We recently announced that Alcon has entered a human clinical trial for the treatment of viral conjunctivitis, a very
common and highly contagious condition for which we believe there are currently no approved treatment options.

11
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Dermatology

We are focused on developing products that will potentially eliminate the need to use antibiotic-based products in the
dermatology market. In laboratory testing, we have shown that our lead Aganocide compound NVC-422 kills P. acne,
the bacterium responsible for the infection in inflamed acne breakouts, and other dermal bacteria. We have been in
advanced preclinical development of a variety of formulations for use in the treatment of skin infections. These
studies have confirmed the ability to deliver NVC-422 in therapeutic formulations, suitable for use in skin

conditions. We are currently in advanced planning stages to bring these formulations into proof of concept clinical
development for the treatment of impetigo in order to enhance their value as we explore partnering

opportunities. Impetigo is a highly contagious bacterial skin infection and one of the most common skin diseases
among children. It is becoming more serious because it is increasingly being caused by MRSA (methacillin resistant
Staph. aureus). Even recently approved drugs like GSK’s Altabax(R) have not been shown to be clinically efficacious
against MRSA.

On March 25, 2009, we announced that we entered into an agreement with Galderma S.A. to develop and
commercialize our Aganocide(R) compounds, which covers acne and impetigo and potentially other major
dermatological conditions, excluding onychomycosis (nail fungus) and orphan drug indications. The agreement is
exclusive and worldwide in scope, with the exception of Asian markets, where we have commercialization rights, and
North America, where we have the option to exercise co-promotion rights. Galderma will be responsible for the
development costs of the acne and other indications, except in Japan, in which Galderma has the option to request that
we share such development costs, and for the ongoing development program for impetigo, upon the achievement of a
specified milestone. Galderma will also reimburse NovaBay for the use of its personnel in support of the
collaboration. NovaBay retains the right to co-market products resulting from the agreement in Japan. In addition,
NovaBay has retained all rights in other Asian markets outside Japan, and has the right to co-promote the products
developed under the agreement in the hospital and other healthcare institutions in North America.

Galderma will pay to Novabay certain upfront fees, ongoing fees, reimbursements, and milestone payments related to
achieving development and commercialization of its Aganocide(R) compounds. If products are commercialized under
this agreement, then NovaBay's royalties will escalate as sales increase. Upon the termination of the agreement under
certain circumstances, Galderma will grant NovaBay certain technology licenses which would require NovaBay to
make royalty payments to Galderma for such licenses with royalty rates in the low- to mid-single digits.

General

To date, we have generated no revenue from product sales, and we have financed our operations and internal growth
primarily through the sale of our capital stock, and the technology access fee from Alcon and, beginning in 2009, from
the upfront fee from Galderma. We are a development stage company and have incurred significant losses since
commencement of our operations in July 2002, as we have devoted substantially all of our resources to research and
development. As of March 31, 2009, we had an accumulated deficit of $26.9 million. Our accumulated deficit resulted
from research and development expenses and general and administrative expenses. We expect to continue to incur net
losses over the next several years as we continue our clinical and research and development activities and as we apply
for patents and regulatory approvals.

We were incorporated under the laws of the State of California on January 19, 2000 as NovaCal Pharmaceuticals, Inc.
We had no operations until July 1, 2002, on which date we acquired all of the operating assets of NovaCal
Pharmaceuticals, LLC, a California limited liability company. In February 2007, we changed our name from NovaCal
Pharmaceuticals, Inc. to NovaBay Pharmaceuticals, Inc. In August 2007, we formed two subsidiaries—NovaBay
Pharmaceuticals Canada, Inc., a wholly-owned subsidiary incorporated under the laws of British Columbia (Canada),
which may conduct research and development in Canada, and DermaBay, Inc., a wholly-owned U.S. subsidiary,

12
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which will explore and pursue dermatological opportunities. We currently operate in one business segment.

Our principal executive offices are located at 5980 Horton Street, Suite 550, Emeryville, California 94608, and our
telephone number is (510) 899-8800. NovaBay(TM), Aganocide(R), AgaNase(TM) and NeutroPhase(TM) are our
trademarks. All other trademarks and trade names appearing in this prospectus are the property of their respective
owners.

13
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The Securities We May Offer

We may offer shares of our common stock and preferred stock, various series of debt securities and/or warrants to
purchase any of such securities, either individually or in units, with a total value of up to $20,000,000 from time to
time under this prospectus, together with any applicable prospectus supplement and related free writing prospectus, at
prices and on terms to be determined by market conditions at the time of offering. This prospectus provides you with a
general description of the securities we may offer. Each time we offer a type or series of securities under this
prospectus, we will provide a prospectus supplement that will describe the specific amounts, prices and other
important terms of the securities, including, to the extent applicable:

. designation or classification;
. aggregate principal amount or aggregate offering price;
. maturity, if applicable;
. rates and times of payment of interest or dividends, if any;
. redemption, conversion or sinking fund terms, if any;
. conversion prices, if any;
. voting or other rights, if any; and
. important United States federal income tax considerations.

Ratio of Earnings to Fixed Charges and Combined Fixed Charges and Preferred Stock Dividends

Our earnings were insufficient to cover fixed charges and combined fixed charges and preferred stock dividends in
each of the years in the years ended December 31, 2004, 2005, 2006, 2007 and 2008 and in the three months ended
March 31, 2009. Accordingly, the following table sets forth the deficiency of earnings to cover fixed charges and the
deficiency of earnings to cover combined fixed charges and preferred stock dividends for each of the foregoing
periods. Because of the deficiency, ratio information is not applicable. Amounts shown are in thousands.

Three
Months
Ended
Year Ended December 31, March 31,
2004 2005 2006 2007 2008 2009
(in thousands)
Earnings:
Ratio of earnings to fixed
charges - - - - - -
Deficiency of earnings
available to cover fixed
charges $ 2804 ) $@3463 ) $ (G286 ) $(5,388 ) $@B112 ) $ (318 )

For purposes of computing the deficiency of earnings to cover fixed charges and combined fixed charges and
preferred stock dividends, “earnings” consist of loss from operations before income taxes and fixed charges. “Fixed
charges” consist of interest expense and the portion of operating lease expense that represents interest.

We have registered the NovaBay Pharma and Design trademark in the United States, the NovaBay trademark in the
European Community, Israel, Mexico, and Australia, the NeutroPhase trademark in Australia, the European
Community, Ireland and the United Kingdom, the Aganocide trademark in the United States, the European
Community and Japan, and the AgaNase trademark in Australia, the European Community, Israel, Japan, Mexico,
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South Korea, and Taiwan, and have applications for these same trademarks pending in a number of other foreign
countries. We have allowed trademark applications in the United States for Agaderm, AgaNase, NeutroPhase, and
NovaBay.

RISK FACTORS

Investing in our common stock involves risks. You should review carefully the risks and uncertainties described under
the heading “Risk Factors” contained in the applicable prospectus supplement and any related free writing prospectus,
and under similar headings in the other documents that are incorporated by reference into this prospectus. Additional
risks not presently known to us or that we currently believe are immaterial may also significantly impair our business
operations.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporated by reference in this prospectus contain forward-looking statements

that are based on our management’s beliefs and assumptions and on information currently available to our

management. These forward-looking statements include but are not limited to statements regarding our product
candidates, market opportunities, competition, strategies, anticipated trends and challenges in our business and the
markets in which we operate, and anticipated expenses and capital requirements. In some cases, you can identify
forward-looking statements by terms such as “anticipates,” “believes,” “could,” “estimates,” “expects,” “intends,” “may,” “pla
“potential,” “predicts,” “projects,” “should,” “will,” “would” and similar expressions intended to identify forward-looking
statements. Forward-looking statements involve known and unknown risks, uncertainties and other factors that may

cause our actual results, performance or achievements to be materially different from any future results, performances

or achievements expressed or implied by the forward-looking statements. We discuss some of these risks in this
registration statement in greater detail under the heading “Risk Factors” and elsewhere in this prospectus and the
documents we reference in this prospectus. Given these uncertainties, you should not place undue reliance on these
forward-looking statements. You should read this prospectus and the documents that we reference in this prospectus

and have filed as exhibits to the registration statement completely and with the understanding that our actual future

results may be materially different from what we expect. Also, forward-looking statements represent our

management’s beliefs and assumptions only as of the date of this prospectus. Except as required by law, we assume no
obligation to update these forward-looking statements publicly, or to update the reasons actual results could differ
materially from those anticipated in these forward-looking statements, even if new information becomes available in

the future.

2 6
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USE OF PROCEEDS

Except as described in any prospectus supplement or in any related free writing prospectus that we may authorize to
be provided to you, we currently intend to use the net proceeds from the sale of the securities offered hereby for
research and development and general corporate purposes. We also may use a portion of the net proceeds to acquire or
invest in businesses, products and technologies that are complementary to our own, as well as for capital expenditures.
The amounts and timing of the expenditures will depend on numerous factors, such as the timing and progress of our
clinical trials and research and development efforts, technological advances and the competitive environment for our
product candidates. Pending these uses, we expect to invest the net proceeds in short-term, investment-grade
securities.

RATIO OF EARNINGS TO FIXED CHARGES AND COMBINED FIXED CHARGES AND PREFERRED
STOCK DIVIDENDS

Our earnings were insufficient to cover fixed charges and combined fixed charges and preferred stock dividends in
each of the years in the years ended December 31, 2004, 2005, 2006, 2007 and 2008 and in the three months ended
March 31, 2009. Accordingly, the following table sets forth the deficiency of earnings to cover fixed charges and the
deficiency of earnings to cover combined fixed charges and preferred stock dividends for each of the foregoing
periods. Because of the deficiency, ratio information is not applicable. Amounts shown are in thousands.

Three
Months
Ended
Year Ended December 31, March 31,
2004 2005 2006 2007 2008 2009

(in thousands)
Earnings:
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