scendiont

CAPITAL MARKETS, LLC

™

COMPANY
UPDATE

Rating: BUY

Ticker:  NBY
Price: $0.08
Target: $1.75

(from $2.00)

NovaBay Pharmaceuticals, Inc.

Reports Q1. DERMAdoctor sold, so focus on Avenova should drive
solid growth in 2024. Lowering P/T to S1.75.

Q1 report: NovaBay recently (on May 9) reported its Q1 (ending March) 2024
results. Revenue was $2.6 million (-16% y-o-y), compared with our estimates
of $3.0 million and consensus of $3.3 million. Net loss was $3.6 million or EPS
of $(0.15) compared with our estimates of $(0.05) and consensus of $(0.15).
There was no company guidance, but in mid-April the company preannounced
Q1 revenues of $2.6 million.

DERMAdoctor sold: In Q1 2024, the company sold its DERMAdoctor business
so it is now included as discontinued operations for current and historical
financials. We have not adjusted our historical financials so comparability with
the company’s historical results may be difficult.

Avenova products sales: Avenova and wound care product sales were $2.6
million (+13% y-o-y).

No guidance: The company did not provide 2024 guidance.

Adjusting 2024 estimates: We are adjusting our 2024 estimates for revenue
to $12.6 million, from $13.5 million, and for EPS to $(0.19) from $(0.13).

DERMAdoctor: In September 2021, NovaBay announced the acquisition of
privately held DERMAdoctor for ~$12 million (in cash). DERMAdoctor produces
and sells more than 30 products under lines that include Ain’t Misbehavin’,
Calm Cool + Corrected, Kakadu C, KP Duty, and Wrinkle Revenge. Its products
are designed to address acne, aging skin, dark spots, dry skin, eczema, and
many other skin conditions. DERMAdoctor sells its products through major
retailers such as Macy’s, QVC, Costco, digital beauty retailers such as SkinStore
and Amazon, as well as its own website. DERMAdoctor also has a large and
growing network of international distributors and retailers.

DERMAdoctor sold: In March 2024, the company sold its DERMAdoctor
business for $1 million to New Age Investments, LLC. DERMAdoctor had 2023
sales of $3.6 million, down from $4.2 million in 2022. Unfortunately, original
projections for DERMAdoctor sales and profitability were not realized.
Reduced cash burn: The sale immediately streamlined its business and should
reduce its cash burn and allows it to focus on pursuing newer and stronger
growth opportunities that are better aligned with its core eyecare business.

Management long term positive: NovaBay is making good progress to market
its Avenova product to the 41 million Americans ($600 million market
opportunity) who suffer from blepharitis and related eye symptoms. In
addition, the sale of DERMAdoctor allows the company to focus on its core
Avenova market.

We remain positive: Despite stock and financial results weakness and
volatility, we believe that NovaBay is a compelling investment story. The
company’s focus in 2024 is to drive Avenova sales to consumers by focusing on
current products as well as new related product launches.

Balance sheet: In Q1, the company has $2 million in cash and $1 million in
debt. In Q1, the company received $1 million from the sale of DERMAdoctor.
We believe the company has enough cash into 2025.

Risk/reward positive: Maintaining our BUY rating, but lowering our 12-month
price target to $1.75 from $2.00, which is based on an NPV analysis. Although
there are many variables in our valuation (many with high variabilities and
risks), we believe this appropriately balances out the company’s high risks with
its high growth prospects and large upside opportunities.

United States

Company Description

Based in Emeryville, CA, NovaBay Pharmaceuticals is a biopharmaceutical
company focusing on commercializing and developing therapeutics for the
anti-infective market.
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Exchange: NYSE
52-week Range: $0.07 -1.28
Shares Outstanding (million): 38
Market cap (Smillion): $3
EV (Smillion): s2
Debt (Smillion): $1
Cash (Smillion): $2
Avg. Daily Trading Vol. (Smillion):  $0.3
Float (million shares): 30
Short Interest (million shares): 0.2
Dividend, annual (yield): S0 (NA%)
Revenues (US$ million)
2024E  2024E 2025E 2025E
Cur. Ooid Cur. oid
Q1 Mar 2.6A 3.0E 4.0E
Q2 Jun 2.8E 3.0E 4.0E
Q3 Sep 3.2E 3.5E 4.5E
Q4 Dec 4.0E 4.5
Total 12.6E 13.5E 17.0E
EV/Revs 0.2x 0.1x
Earnings per Share (pro forma)
2024E 2024E 2025E 2025E
Cur. Ooid Cur. Ooid
QlMar (0.15)A (0.05)E  (0.01)E
Q2Jun  (0.04)E (0.01)E
Q3 Sep (0.03)E 0.00E
Q4Dec  (0.02)E 0.00E
Total (0.19)E  (0.13)E  (0.02)E
P/E N/A N/A

Important Disclosures

Ascendiant Capital Markets LLC seeks to do business
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Consequently, investors should be aware that the firm
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For analyst certification and other important
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at the end of this report, beginning on page 12.
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Exhibit 1: Company Overview

N"9vaBay'
Avenova
Antimicrobial
Lid & Lash
Corporate Overview Spray

Established, High-Quality High-Margin Brands

Avenova Avenova
* The #1 doctor-recommended antimicrobial lid & lash spray . Portfolio for
in the U.S. dry eye market : Dry Eye

Avenova-branded Portfolio

* Best-in-class Avenova products for each step of the

standard dry-eye treatment regimen

PhaseOne and NeutroPhase = PhaseOne &
= NeutroPhase

* Cutting-edge wound care technology e

Cliiim

Source: Company report
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Exhibit 2: Avenova

AVENOVA

purely gL

SCIENCE FOR SORE EYES.

No. 1 Doctor-Recommended Antimicrobial Lid & Lash Spray

Pioneering use of hypochlorous acid (HOCL — a substance naturally
produced by the body — for antimicrobial lid & lash spray

Kills a broad spectrum of bacteria and helps relieve chronic eye
conditions like dry eye, blepharitis, styes, contact lens discomfort and
inflammation

510(k) FDA-clearaed formulation is the only known stable, truly pure HOCI
commercial solution

Manufactured and lab tested in the U.S. and clinically proven to be the
most effective lid & lash solution available without a prescription

80-100 times more potent than Clorox bleach yet completely nontoxic

U.S. POPULATION WITH EYE

Digtri

tion of squeous deficient and eveporative dry eye i
cliniz-bagad patiant popuiation. Camas. 29]"'.4',1 Suf 4728

BACTERIA CONCERNS Bacterial Dry Eye Is the Most Common Form

« Bacterial dry eye (meibomian gland dysfunction and
blepharitis) represents 86% of dry eye patients

* Aqueous deficient dry eye, treated by Restasis and
Xiidra, represent ONLY about 14%

Annual U.S. Burden of Dry Eye Disease is $55.4B f .'
+ Economic burden of dry eye: $3.8B
+ [ndirect cost of lost productivity: $51.6B

1 ri,f

7'1 " ah

» Blepharitis Avenova Market Penetration to Date Avenova Core Market Potential
MGD & Aqueous Deficiency + 100,000+ online purchasers * 40m+ patients
= Surgery/Lens Intolerance « 10,000+ prescribers + 40,000+ Optometrists
source: LempMA, Grews LA, Bron A, Foulks GN. Suliven 60 + 1,000+ Physician Office dispensers + 20,000+ Ophthalmologists

Source: Company report
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Exhibit 3: Investment Highlights

Investment Highlights

Predictable, Recurring Revenue Multipronged Growth Strategy Expense Management

High-quality products & customer Focus on driving growth through DTC sales & marketing expertise
loyalty provide solid foundation of multiple sales channels and contributed to 17% YOY decrease in
predictable revenue for further partnership relationships sales & marketing expenses

growth in the large eyecare market

Mar 2019 Nov 2021 July 2022

AVENOVA 0TC SEVEN NEW DERMAdoctor
- LAUNCH - PRODUCT LAUNCHES - DISTRIBUTION EXPANSION

(= ‘ Qlave
Er ' e || come
‘ - RERl ) | 7o
LY una
NOVABAY APPOINTS NOVABAY ACQUIRES “ AVENOVA
JUSTIN HALL GEO DERMAdoctor RECORD SALES
Jun 2019 Jan - Aug Nov 2022
2022 -2023

Source: Company report
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Exhibit 4: Acquisition of DERMAdoctor (announced September 2021 & closed November 2021 & divested March
2024)

NovaBay/DERMAdoctor Synergies & Transaction Terms

G Al S T W15 LT SEAR

* Financial Benefits
+ Acquisition is expected to be immediately accretive to NovaBay's bottom line

« Acquisition has the potential to double topline revenue in 2022

+ Higher revenue and operational synergies expected to drive profitability
DERMAdoctor products complement NovaBay’s CelleRx Clinical Reset™

+ Scientifically formulated to be highly effective yet gentle on skin

* Leverage NovaBay's expertise in digital direct-to-consumer sales

Creates an equal presence in the eyecare and skincare markets
+ New products will diversify NovaBay's revenue

+ Transaction
« $12 million in cash; $3 million in earnouts based on meeting financial targets

» Expected to close in Q4 2021, subject to closing conditions

DERMAdoctor is an ideal fit to enhance shareholder

value in very large and growing skincare market

3

NovaBay Pharmaceuticals Announces Agreement to Sell its DERMAdoctor Skincare Business
Segment; Announces Preliminary Financial Results for Fourth Quarter and Year Ended
December 31, 2023

March 14, 2024

DERMAdoctor sale reduces operating expenses and bolsters cash

EMERYVILLE, Calif. - NovaBay@ Pharmaceuticals, Inc. (NYSE American: NBY), a company developing and
commercializing high-gquality eyecare and wound care products, announces that the Company has entered into an
agreement to sell its DERMAdoctor” skincare business including all product inventory for approximately $1.0 million in
cash. NovaBay expects to close the transaction before the end of the first quarter of 2024 and provide certain

transitional services for the next 90 days.

"This sale will reduce our quarterly operating expenses and provide us with much-needed cash during this challenging
capital market environment. It also streamlines our business by placing us in a better position to pursue new strategic
opportunities that have greater potential for growth," said Justin Hall, CEO of NovaBay.

Source: Company report
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Exhibit 5: Q1 2024 and Recent Highlights (as of May 9, 2024)

NovaBay Pharmaceuticals Reports First Quarter 2024 Financial Results
May 9,2024

* Net prodict sales increased 13% over the prior year driven by higher sales of Avenovabronded products through OTC channels and
branded wound care products

* Sales and marketing expenses declined 15% reflecting continued digital marketing optimization

* Ordered product sales for Avenova-branded products on Amazon.com reached new all-time records in March and April

Conference call begins at 4:30 p.m. Eastern time today

EMERYVILLE, Calif - NovaBay Pharmaceuicls, Inc. (NYSE American: NBY) reports financial results for the three months ended March 31, 2024 and provides a
business Update.

"Net product sales growth of 13% versus the prior year was driven by higher sales of Avenova-branded products through online channels and by sales of branded
wound care products,” said Justin Hall, CEQ of NovaBay. "During the quarter, ordered sales for Avenova products on Amazon.com, our most important sales
channel, hit new all-time records in March and again in April. We achieved these records by further optimizing our highly efficient digital marketing programs while

reducing our sales and marketing spend, which declined by 15% versus the prior year.

*NovaBay is operating under a streamlined business model primarily focused on the large and growing eyecare market, with creative marketing programs that are
resonating well with online customers," he added. "We are working to build upon this growth by introducing new and enhanced digital media programs to cost-
efficiently support our loyal customer base and reach new prospective customers.

Source: Company report
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Exhibit 6: Growth Opportunities
N©vaBay’

PHARMA

Avenova Opportunities

for Growth
—

AVENOVA
Rx + Retail Pharmacy =
* Partnership with ImprimisRx, the nations largest ophthalmic
compounding pharmacy i
* Rx version of Avenova available at 99% of retail pharmacies E
nationwide e = NOVAWI™
EYEHEALTH SUPRORT X
ot aaarignt
Physician Dispensed Honper -
ouEaAd FiSH 01L& -
* New products and promotional programs build on recent sales- MACANENRE O
channel momentum
- * Promoted through targeted email sequencing campaigns 20

« Using online tools for broader reach without increasing the sales
organization A

* Promote physician self-serve ordering through Avenova.com

= %
oTC . I‘F "F‘

* Easy access to Rx-strength product without a prescription AVENOVA
* Helps offset impact of high-deductible healthcare plans S— — it
* Provides stable gross-to-net pricing
 Benefits from “Doctor Recommended” halo effect from the Rx
channel

* Product bundling to encourage use of companion products

Executing on Business Strategy

seyenovia

Launches Avenova Allograft, a
Prescription Optic Allograft for L
as a Protective Cowvering During the

Repair of Ocular Surfaces

Eyenovia Co-Promotion
Partnership for Rx Ophthalmic
Products to U.S. Eyecare
Professional

March 13, 2024 Sept. 14, 2023

Initiated New Promotions to ; -are Portfolio

Physician Dispensed Channel with Avenova-branded
Designed to Increase Awareness Products to Address Complex
of Full Suite of Avenova Product Dry Eye Condition

Oct. 11, 2023 2023

Source: Company report

May 12, 2024 Ascendiant Capital Markets, LLC Page 7



NBY: NovaBay Pharmaceuticals, Inc.

scendiont

Ty
CAPITAL MARKETS, LLC

Exhibit 7: NovaBay Pharmaceuticals’s Stock Price (Five Years)
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Source: https://bigcharts.marketwatch.com/

Exhibit 8: Consensus Expectations (as of May 9, 2024)

Revenue (mils) EPS
2024E 2025E 2024E 2025E
Q1 Mar $3.3E Q1 Mar $(0.15)E
Q2 Jun $3.6E Q2 Jun $(0.09)E
Q3 Sep Q3 Sep
Q4 Dec Q4 Dec
Total $14.8E $19.3E Total $(0.27)E $0.02E

*Quarterly estimates may not add to annual estimates due to variations in contributing estimates and rounding

Source: Company report, LSEG, and Ascendiant Capital Markets estimates
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FINANCIAL MODEL

NovaBay Pharmaceuticals, Inc.

Income Statement ($ mils) Mar-22 Jun-22 Sep-22 Dec-22| 2022 |Mar-23 Jun-23 Sep-23 Dec-23[ 2023 |Mar-24 Jun-24 Sep-24 Dec-24| 2024 |Mar-25 Jun-25 Sep-25 Dec-25| 2025
Fiscal Year End: December 31| Q1A Q2A Q3A Q4A | FY-A | QIA Q2A Q3A Q4A | FY-A | QIA Q2E Q3E Q4E | FY-E | QIE Q2E Q3E Q4E | FY-E
Sales Revenue 2.6 3.0 3.8 3.6 13.1 3.1 4.6 3.3 3.7 14.7 2.6 2.8 3.2 4.0 12.6 4.0 4.0 4.5 4.5 17.0
License/collaboration/distrib. 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Revenue 2.6 3.0 3.8 3.6 13.1 3.1 4.6 3.3 3.7 14.7 2.6 2.8 3.2 4.0 12.6 4.0 4.0 4.5 4.5 17.0
Cost of Revenues 11 15 15 19 59 12 23 14 19 6.8 0.8 1.0 11 14 4.3 16 14 16 16 6.2
Gross Profit 15 1.6 2.4 1.8 7.2 1.9 23 1.8 18 7.9 1.8 1.8 21 2.6 8.3 2.4 2.6 2.9 29 10.9
Research and development 0.0 0.0 0.0 0.1 0.2 0.0 0.0 0.0 0.0 0.1 0.0 0.1 0.1 0.1 0.3 0.2 0.2 0.2 0.2 0.8
Selling and marketing 1.7 1.8 18 19 7.2 1.7 1.7 1.7 14 6.5 11 11 11 11 4.4 15 15 15 15 6.0
General and administrative 22 19 1.0 2.4 7.5 2.0 1.9 1.2 12 6.3 23 2.0 2.0 20 8.3 12 1.2 1.2 1.2 4.8
Restructuring, litigation, and other 6.7 6.7 2.6 2.6 0.9 0.0 0.0 0.0 0.9 0.0 0.0 0.0 0.0 0.0
Total operating expenses 3.9 3.7 2.8 11.2 21.6 3.7 3.7 3.0 5.2 15.5 4.2 3.2 3.2 3.2 13.8 2.9 2.9 29 2.9 11.6
Operating income (loss) (2.4) (22) (0.5) (9.4)] (14.4)| (@7 (14 (11 (3.4) (7.6)] (24) (@4 (@1 (06) (55| (5 (03 00 0.0 (0.8)
Interest income (expense) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other income (expense; 23 0.0; 5.3 12 1.8 0.0 2.7 0.6 5.8 9.1 1.2 0.0 0.0 0.0 1.2 0.0 0.0 0.0 0.0 0.0
Income before income taxes 0.1 (22 (5.8 (8.2)] (163)| (1.7) (400 (1.8) (9.2 @67)| (36) (1.4 (1.1) (0.6) 67| (5 (03 00 0.0 (0.8)
Income taxes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net income (loss) 01 (22 (5.8 (8.2)] (16.3)| (1.7) (40) (1.8) (9.2 @67 (36) (14 (1.1 (0.6) 67 (5 (03 00 0.0 (0.8)
Nonrecurring/noncash adjustments 0.0 0.0 0.0 0.0
Net income (pro forma) 01 (22 (5.8 (8.2)] (163)| (1.7) (400 (1.8) (9.2 @67)| (36) (14 (1.1 (0.6) 67| (©5 (03 00 0.0 (0.8)
EBITDA (21) (1.9) (0.5 (9.2)| (13.7)| (1.6) (1.2) (1L.0) (3.3 (7.1)| (4 (@0 (08 (0.3 (4.4 (©2 01 0.4 0.4 0.7
Shares, Basic 1.4 15 16 1.9 1.6 2.0 32 4.7 6.9 4.2 24.7 37.8 37.9 37.9 34.6 38.0 38.0 38.1 38.1 38.0
Shares, Diluted 1.4 15 1.6 1.9 1.6 2.0 3.2 4.7 6.9 4.2 24.7 37.8 37.9 37.9 34.6 38.0 38.0 38.1 38.1 38.0
EPS Basic (Pro forma) ($0.08) ($1.43) ($3.61) ($4.33)| ($10.10)| ($0.85) ($1.27) ($0.37) ($1.33)| ($3.96)| ($0.15) ($0.04) ($0.03) ($0.02)| ($0.19)| ($0.01) ($0.01) $0.00 $0.00 | ($0.02)
EPS Diluted (Pro forma) ($0.08) ($1.43) ($3.61) ($4.33)| ($10.10)| ($0.85) ($1.27) ($0.37) ($1.33)| ($3.96)| ($0.15) ($0.04) ($0.03) ($0.02)| ($0.19)| ($0.01) ($0.01) $0.00 $0.00 | ($0.02)
Margins
Gross margin (for product re 58% 51% 62% 48% 55%| 62% 50% 56% 49% 54%| 68% 65% 65% 65% 66% 60% 65% 65% 65% 64%
Research and development 1% 1% 1% 2% 1% 1% 1% 0% 0% 0% 1% 4% 3% 3% 3% 5% 5% 4% 4% 5%
Sales and marketing 64% 58% 48% 53% 55% 53% 37% 53% 38% 44%|  40% 39% 34% 28% 34% 38% 38% 33% 33%: 35%
General and administrative 83% 63% 25% 67% 57% 64% 42% 38% 32% 43%] 87% 71% 63% 50% 66% 30% 30% 27% 27%: 28%
Operating margin -91% -71% -12% -259%| -110%| -56% -29% -34% -91% -52%| -93% -49% -35% -15% -44%| -13% -8% 1% 1% -4%
Tax rate, GAAP 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Net margin -4%  -71% -151% -225%| -124%| -56% -87% -54% -246%| -113%| -137% -49% -35% -15% -53%| -13% -8% 1% 1% -4%
YIY % change
Total Revenue 46% 43% 108% 38% 56% 19% 51% -15% 2% 12%| -16% -39% -2% 7% -14% 52% 43% 41% 13%: 35%
Gross margin 13% 2% 76% 23% 28% 28% 49%  -23% 3% 10%: 7%  -21% 13% 43% 5% 34% 43% 41% 13%: 31%
Research and development 460% 90% 310% 633% 289% -7% -33% -73%  -94% -61%| -27% 270% 809% 2400% 369%| 953% 100% 100%  100%! 151%
Sales and marketing % 2%  -1% 2% 0%| 2% 2% 7% -27%| -10%| -36% -36% -36% -22%| -33%| 42% 36% 36% 36% 38%.
General and administrative 84% 22%  -46%  -10% 3% -9% 0% 28% -51% -15% 15% 4% 63% 67% 31%| -48% -40% -40%  -40% -42%
Operating income (loss) 56% 16% -80% 195% 63%| -27% -37% 144% -64% -47%|  40% 2% 0% -82% -27%| -79% -78% -102% -104% -86%
Net income (loss) -93% 16% 153% 818% 148%| 1467% 87% -70% 12% 3%| 107% -66% -36% -93% -60%| -86% -78% -102% -104% -89%
EPS Diluted (Pro forma) -94% -6% 103% 528% 92%| 1002% -11% -90%  -69% -61%| -83% -97% -92% -99% -95%| -91% -78% -102% -104% -90%

Source: Company reports and Ascendiant Capital Markets estimates.
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Balance Sheet ($ mils) Mar-22 Jun-22 Sep-22 Dec-22(Mar-23 Jun-23 Sep-23 Dec-23|Mar-24 Jun-24 Sep-24 Dec-24|Mar-25 Jun-25 Sep-25 Dec-25
Fiscal Year End: December 31 Q1A Q2A Q3A Q4A | Q1A Q2A Q3A Q4A | Q1A Q2E Q3E Q4E | QIE Q2E Q3E Q4E
Assets
Cash and cash equivalents 5.6 3.9 3.9 5.4 3.7 4.4 3.5 3.1 1.8 1.9 0.8 0.2 (0.3) (0.6) (0.6) (0.6)
Short term investments
Accounts receivable, net 2.3 11 21 2.0 1.8 2.6 0.9 0.8 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7
Inventory 3.8 3.8 4.1 34 3.8 3.7 35 29 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7
Prepaid expenses and other 0.8 0.6 0.5 0.6 0.5 0.5 0.3 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4
Total current assets 12.5 9.5 10.6 11.3 9.9 11.2 8.2 7.2 3.6 3.7 2.6 2.0 1.5 1.2 1.2 1.2
Property and equipment, net 0.2 0.2 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Intangibles 9.6 9.5 9.5 2.6 2.6 2.6 2.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other 2.5 2.4 2.1 23 2.2 2.1 2.0 18 17 17 17 17 17 17 17 17
Total assets 248 215 224 164 | 148 160 129 9.0 5.4 5.5 4.3 3.7 3.2 2.9 3.0 3.0

Liabilities and stockholders’ equity

Accounts payable 1.6 0.9 11 11 1.1 1.5 0.9 11 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1
Accrued expenses 2.8 2.3 2.2 2.7 2.8 2.8 1.9 15 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3
Deferred revenue 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.5 0.5 0.4 0.5 0.5 0.6 0.5 0.5 0.5 1.5 1.5 1.5 1.5 1.5 1.5 1.5
Short term debt 12 13 1.1 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Total current liabilities 4.8 3.7 3.7 4.3 4.4 6.1 4.6 4.3 3.9 4.9 4.9 4.9 4.9 4.9 4.9 4.9
Deferred revenue 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other long term liabilities 2.3 2.1 2.1 1.6 1.5 1.4 1.2 11 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Warrant liabilities 2.8 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Long term debt 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total other liabilities 2.3 2.1 4.9 1.6 1.5 1.4 1.2 1.4 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3
Preferred stock 0.6 0.6 0.6 3.0 3.0 2.1 2.0 2.0 1.5 1.5 1.5 1.5 1.5 1.5 1.5 1.5
Common stock 0.5 0.5 0.7 0.7 0.7 0.7 0.1 0.1 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Additional paid-in capital 158.6 158.8 162.5 165.1 | 165.2 169.7 170.7 176.1| 176.8 176.8 176.8 176.8 | 176.8 176.8 176.8 176.8
Retained earnings (142.0) (144.2) (149.9) (158.2)|(159.9) (163.9) (165.7) (174.8)|(178.4) (179.8) (180.9) (181.5)|(182.0) (182.3) (182.3) (182.3)
Accumulated other comprehensive income
Other 0.5 0.5 0.5 05 0.5 0.5 0.5
Total stockholders’ equity 17.7 157 13.8 10.6 8.9 8.6 7.0 33 0.2 0.7y (19 (25| (B0 (33 (B2 (2

Total stockholders’ equity and liabili  24.8 215 224 164 | 148 16.0 129 9.0 5.4 55 4.3 3.7 3.2 2.9 3.0 3.0

Balance Sheet Drivers

Mar-22 Jun-22 Sep-22 Dec-22(Mar-23 Jun-23 Sep-23 Dec-23|Mar-24 Jun-24 Sep-24 Dec-24(Mar-25 Jun-25 Sep-25 Dec-25
Q1A Q2A Q3A Q4A | Q1A Q2A Q3A Q4A | Q1A Q2E  Q3E  Q4E | QIE Q2E Q3E Q4E

Book & Cash Value (per share)

Book Value per Share (diluted) $12.40 $10.45 $8.59 $5.58| $4.37 $2.70 $1.50 $0.48| $0.01 -$0.02 -$0.05 -$0.07| -$0.08 -$0.09 -$0.09 -$0.08
Cash per Share (diluted) $3.94 $2.61 $2.41 $2.83| $1.84 $1.39 $0.74 $0.45| $0.07 $0.05 $0.02 $0.01f -$0.01 -$0.02 -$0.02 -$0.01
Net cash per Share (diluted) $3.94 $2.61 $2.41 $2.83] $1.84 $1.02 $0.47 $0.29] $0.03 $0.02 -$0.01 -$0.02[ -$0.03 -$0.04 -$0.04 -$0.04

Source: Company reports and Ascendiant Capital Markets estimates
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NovaBay Pharmaceuticals, Inc.
Cash Flow Statement ($ mils) Mar-22 Jun-22 Sep-22 Dec-22| 2022 |Mar-23 Jun-23 Sep-23 Dec-23 | 2023 | Mar-24 Jun-24 Sep-24 Dec-24( 2024 (Mar-25 Jun-25 Sep-25 Dec-25[ 2025
Fiscal Year End: December 31 QIA Q2A Q3A Q4A |FY-A| QIA Q2A Q3A Q4A | FY-A| QIA Q2 Q3E Q4E |FY-E| QIE Q2E Q3E Q4E | FY-E

Cash flow from operating activities

Net income (0.1) (22) (0.1) (8.2[(106) (1.7) (20) (1.8) (41)| (9.6) (32 (1.4 (11) (0.6)| (6.3 (0.5 (0.3) 0.0 00| (0.8)
Depreciation and amortization 0.1 0.1 0.1 01| 05 0.1 0.1 0.1 0.1 0.2 0.0 0.1 0.1 0.1 0.3 0.1 0.1 0.1 0.1 0.4
Stock comp 0.2 0.2 (0.2) 01| 0.2 0.1 0.1 0.1 0.1 0.3 0.1 0.3 0.3 0.3 0.8 0.3 0.3 0.3 0.3 1.0
Other gains/losses 01| 01 2.6 2.6 1.0 1.0 0.0
Reserve 0.0 0.0 0.0 0.0
Warrant revaluation (2.1) (0.5) (1.5)] (4.1) 0.0 0.0 (0.0 (0.0 0.0 0.0
Amortization of debt 0.0 0.5 0.7 0.6 17 0.5 0.5 0.0
Other 0.2) 70| 6.7 0.0 (0.3) (0.3) (0.3)| (0.8)] (0.3) (0.3) (0.3) (0.3)| (1.0)
Changes in operating assets and liabilities:
Accounts receivable (06) 1.2 (10) 02| (03| 01 (08 17 0.2 1.2 01 00 00 00| (01 00 00 00 00| 0.0
Inventory (06) (0.0) (0.3) 06| (02| (04 01 02 06| 06 01 00 00 00| (0] 00 00 00 00| 00
Prepaid expenses & other current as| 0.0 0.1 0.1 (0.0)|] 0.2 0.0 (0.0) 0.2 (0.1) 0.2 (0.1) 0.0 0.0 0.0| (0.1) 0.0 0.0 0.0 0.0 0.0
Other assets (1.9 0.1 0.3 0.1 (1.4) 0.1 0.1 0.1 0.1 0.4 0.1 0.1 0.0
Accounts payable 12 (11 01 05| 07| 02 03 (14 (02| (12 03 00 00 00| 03| 00 00 00 00| 00
Accrued expenses 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred revenue 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other liabilities 19 (0 (01 (01 16| (01 (01 (0.1) (01) (0.4) 0.1) (0.1)] 0.0

Net cash (used in) provided by oper  (2.1) (1.7) (L7) (1.2)| (6.7) (1.6) (1.8) (0.4) (0.3)| (41) (1.6) (1.3) (1.0) (0.5)| (44)| (04) (02 01 01| (0.4)

Cash flow from investing activities

Purchases of property and equipmer{  (0.0)  (0.0)  (0.1) 0.1)| (0.0) (0.0) (0.0) (0.0 (0.0 0.0) (01 (0.1) (0.1 (03] (01 (1) (1) (0.1)] (0.4
Purchases of short-term investments 0.0 0.0 0.0 0.0
Acquisitions 0.0 0.0 1.1 11 0.0
Other 0.0 0.0 0.0 0.0

Net cash used in investing activities| (0.0) (0.0) (0.1) 0.0| (0.1)| (0.0) (0.0) (0.0) (0.0)] (0.0) 1.1 (0.1) (0.1) (0.1)] 0.8 (0.1) (0.1) (0.1) (0.1)| (0.4)

Cash flow from financing activities

Issuance of debt (0.1) 30| 29 30 (11) (06) 13 (0.6) (0.6) 0.0
Issuance of stock 0.0| 0.0 (0.5) 0.5 0.6 0.6 0.0 0.0
Proceeds from stock option exercises 1.7 1.7 0.0 0.0 0.0
Other 0.0 0.0 02 10 0.8 0.0

Cash provided by (used in) financin{ (0.1) 00 17 30| 46| 00 25 (06) (0.0 1.9 (08 10 00 00| 02| 00 00 00 00| 00

Effect of exchange rate on cash

Net increase (decrease) in cash and| (2.2) (1.7) (0.1) 1.8 | (2.1)| (1.6) 0.7 (0.9) 0.3)] (2.2) (1.3) (0.4) (11) (0.6)] (3.4)| (0.5 (0.3) 0.0 0.0 (0.8)
Beginning cash and equivalents 8.0 5.8 4.1 40| 8.0 5.8 4.2 4.9 3.9 5.8 3.6 2.3 19 0.8 3.6 0.2 (0.3) (0.6) (0.6) 0.2
Ending cash and equivalents 5.8 4.1 4.0 58| 5.8 4.2 4.9 3.9 3.6 3.6 2.3 1.9 0.8 0.2 0.2 (0.3) (0.6) (0.6) (0.6)] (0.6)

Source: Company reports and Ascendiant Capital Markets estimates
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ANALYST CERTIFICATION

Each analyst hereby certifies that the views expressed in this report reflect the analyst’s personal views about the subject securities
or issuers. Each analyst also certifies that no part of the analyst’s compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed in this report. The analyst who prepared this report is compensated based upon
the overall profitability of Ascendiant Capital Markets, LLC, which may, from time to time, include the provision of investment
banking, financial advisory and consulting services. Compensation for research is based on effectiveness in generating new ideas for
clients, performance of recommendations, accuracy of earnings estimates, and service to clients.

NovaBay Pharmaceuticals, Inc.
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Source: https://bigcharts.marketwatch.com/

Hillians

Report Date Price
Report Date Rating Target

25  3/21/2018 B 210.00
26  5/11/2018 B 175.00
27 8/8/2018 B 157.50
28 11/16/2018 B 87.50
29 1/19/2019 B 87.50
30  3/31/2019 B 78.75
31  5/10/2019 B 61.25
32 8/9/2019 B 70.00
33 11/8/2019 B 52.50
34 1/29/2020 B 61.25
35  3/29/2020 B 52.50
36  5/12/2020 B 105.00
37 8/7/2020 B 113.75
38 11/14/2020 B 122.50
39 4/4/2021 B 131.25
40  5/11/2021 B 113.75
41  8/18/2021 B 122.50
42  11/30/2021 B 140.00
43 4/11/2022 B 148.75
44  5/19/2022 B 140.00
45  8/23/2022 B 131.25
46  11/21/2022 B 15.00
47 4/2/2023 B 12.00
48  5/19/2023 B 10.00
49  8/14/2023 B 9.50
50 12/7/2023 B 3.50
51  4/13/2024 B 2.00

e  Ascendiant Capital Markets, LLC has not received compensation for advisory or investment banking services from the
company in the past 12 months.
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IMPORTANT DISCLOSURES

This report has been distributed by Ascendiant Capital Markets, LLC and is for the sole use of our clients. This report is based on
current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied
on as such. This report contains information from various sources, including United States government publications, The Wall Street
Journal and other periodicals, Yahoo! Finance and other sources, and is for informational purposes only and is not a recommendation
to trade in the securities of the companies mentioned within the report. We seek to update our research and recommendations as
appropriate, but the large majority of reports are published at irregular intervals as we consider appropriate and, in some cases, as
constrained by industry regulations.

We may have a business relationship with companies covered in this report. Ascendiant Capital Markets, LLC may make a market in
the securities of the subject company. We and our affiliates, officers, directors, and employees will from time to time have long or
short positions in, act as principal in, and buy or sell, the securities or derivatives (including options and warrants) thereof of covered
companies referred to in this report. This report is not an offer to sell or the solicitation of an offer to buy any security in any
jurisdiction where such an offer or solicitation would be illegal. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any
information in this report is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax
advice. The price and value of the investments referred to in this report may fluctuate.

Following are some general risks that can adversely impact future operational and financial performance and share price valuation:
(1) industry fundamentals with respect to legislation, mandates, incentives, customer demand, or product pricing; (2) issues relating
to competing companies or products; (3) unforeseen developments with respect to management, financial condition or accounting
policies or practices; or (4) external factors that affect the interest rates, currency, the economy or major segments of the economy.
Past performance is not a guide to future performance, future returns are not guaranteed, and loss of original capital may occur.
Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable
for all investors. Our report is disseminated primarily electronically, and, in some cases, in printed form. The information contained
in this report is not incorporated into the contents of our website and should be read independently thereof. Copyright Ascendiant
Capital Markets, LLC. No part of this material may be copied, photocopied or duplicated by any means or redistributed without the
prior written consent of Ascendiant Capital Markets, LLC.

Risks & Considerations

Risks to attainment of our share price target include failure of product candidates to demonstrate safety and efficacy in clinical trials,
failure to gain regulatory approval for commercial sale, failure to obtain suitable reimbursement, consumer acceptance of products,
competition, and changing macroeconomic factors.

Ascendiant Capital Markets, LLC Rating System

BUY: We expect the stock to provide a total return of 15% or more within a 12-month period.
HOLD: We expect the stock to provide a total return of negative 15% to positive 15% within a 12-month period.
SELL: We expect the stock to have a negative total return of more than 15% within a 12-month period.

Total return is defined as price appreciation plus dividend yield.
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Ascendiant Capital Markets, LLC Distribution of Investment Ratings (as of April 15, 2024)

Investment Banking Services
Past 12 months

Rating Count Percent Count Percent
Buy 55 98% 18 33%
Hold 0 0% 0 0%
Sell 1 2% 0 0%
Total 56 100% 18 32%

Other Important Disclosures

Our analysts use various valuation methodologies including discounted cash flow, price/earnings (P/E), enterprise value/EBITDAS,
and P/E to growth rate, among others. Risks to our price targets include failure to achieve financial results, product risk, regulatory
risk, general market conditions, and the risk of a change in economic conditions.

Dissemination of Research

Ascendiant Capital Markets, LLC research is distributed electronically via the Thomson Reuters platforms, Bloomberg, Capital IQ and
FactSet. Please contact your investment advisor or institutional salesperson for more information.

General Disclaimer

The information and opinions in this report were prepared by Ascendiant Capital Markets, LLC. This information is not intended to
be used as the primary basis of investment decisions and because of individual client objectives it should not be construed as advice
designed to meet the particular investment needs of any investor. This material is for information purposes only and is not an offer
or solicitation with respect to the purchase or sale of any security. The reader should assume that Ascendiant Capital Markets, LLC
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers
discussed herein. The opinions, estimates, and projections contained in this report are those of Ascendiant Capital Markets, LLC as
of the date of this report and are subject to change without notice. Ascendiant Capital Markets, LLC endeavors to ensure that the
contents have been compiled or derived from sources that we believe are reliable and contain information and opinions that are
accurate and complete. However, Ascendiant Capital Markets, LLC makes no representation or warranty, express or implied, in
respect thereof, takes no responsibility for any errors and omissions contained herein, and accepts no liability whatsoever for any
loss arising from any use of, or reliance on, this report or its contents. Information may be available to Ascendiant Capital Markets,
LLC, or its affiliates that is not reflected in this report. This report is not to be construed as an offer or solicitation to buy or sell any
security.

Additional Disclosures

Ascendiant Capital Markets, LLC is a broker-dealer registered with the United States Securities and Exchange Commission (SEC) and
a member of the FINRA and SIPC. Ascendiant Capital Markets, LLC is not a Registered Investment Advisor nor is it an investment
advisor registered with the Securities and Exchange Commission or with the securities regulators of any state, and at the present
time is not eligible to file for federal registration.
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