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ProPhase Labs, Inc.
 

We are offering 3,000,000 shares of our common stock, par value $0.0005 per share, pursuant to this prospectus supplement and the accompanying prospectus. Our common
stock is traded on The Nasdaq Capital Market under the symbol “PRPH”. On January 15, 2021, the last reported sale price of our common stock on the Nasdaq Capital Market
was $16.00 per share.
 
Investing in our securities involves a high degree of risk. Please read “Risk Factors” beginning on page S-3 of this prospectus supplement and in the documents
incorporated by reference into this 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 supplement or the accompanying prospectus are truthful or complete. Any representation to the contrary is a criminal offense.

 
  Per Share   Total  
Public offering price (1)  $ 12.50  $ 37,500,000 
Underwriting discount and commissions (2)  $ 0.75  $ 2,250,000 
Proceeds, before expenses, to us (3)  $ 11.75  $ 35,250,000 
 
(1) Represents underwriting discounts and commissions equal to 6.00% per share, which we have agreed to pay to the underwriters in this offering.
  
(2) We have also agreed to reimburse the underwriters for certain expenses incurred by it. See “Underwriting” for a description of the compensation payable by us to the

underwriters.
  
(3) We estimate the total expenses payable by us, excluding the underwriting discount and commissions, but including the reimbursement of the underwriters’ expenses, will

be approximately $195,000.
 
We have granted the underwriters a 30-day option to purchase 450,000 additional shares of common stock to cover over-allotments, if any. If the underwriters exercise the
option in full, the total underwriting discount payable by us will be $2,587,500 and the total proceeds to us, before expenses, will be $40,537,500.

 
As of the date of this prospectus supplement, the aggregate market value of our outstanding common stock held by non-affiliates, or our public float, was approximately $149.5
million, which amount is based on 9,343,216 outstanding shares of common stock held by non-affiliates and a per share price of $16.00 the closing price of our common stock
on January 15, 2021.
 
The underwriters expect to deliver the shares of common stock to investors on or about January 21, 2021, subject to customary closing conditions.
 

ThinkEquity
a division of Fordham Financial Management, Inc.

 

 
  Dawson James Securities, Inc.

 
The date of this prospectus supplement is January 18, 2021
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You should rely only on the information contained in or incorporated by reference in this prospectus supplement, the accompanying prospectus and in any free writing
prospectus that we have authorized for use in connection with this offering. We have not authorized anyone to provide you with different information. If anyone provides you
with different or inconsistent information, you should not rely on it. We are not making an offer to sell these securities in any jurisdiction where the offer or sale is not
permitted. You should assume that the information in this prospectus supplement, the accompanying prospectus, the documents incorporated by reference in this prospectus
supplement and the accompanying prospectus, and in any free writing prospectus that we have authorized for use in connection with this offering, is accurate only as of the date
of those respective documents. Our business, financial condition, results of operations and prospects may have changed since those dates. You should read this prospectus
supplement, the accompanying prospectus, the documents incorporated by reference in this prospectus supplement and the accompanying prospectus, and any free writing
prospectus that we have authorized for use in connection with this offering, in their entirety before making an investment decision. You should also read and consider the
information in the documents to which we have referred you in the sections of this prospectus supplement entitled “Information Incorporated by Reference” and “Where You
Can Find More Information.”

 
 

 
 

 ABOUT THIS PROSPECTUS SUPPLEMENT
 

This prospectus supplement and the accompanying prospectus form part of a registration statement on Form S-3 that we filed with the Securities and Exchange Commission, or
SEC, using a “shelf” registration process. This document contains two parts. The first part consists of this prospectus supplement, which provides you with specific information
about this offering. The second part, the accompanying prospectus, provides more general information, some of which may not apply to this offering. Generally, when we refer
only to the “prospectus,” we are referring to both parts combined. This prospectus supplement may add, update or change information contained in the accompanying
prospectus. To the extent that any statement we make in this prospectus supplement is inconsistent with statements made in the accompanying prospectus or any documents
incorporated by reference herein or therein, the statements made in this prospectus supplement will be deemed to modify or supersede those made in the accompanying
prospectus and such documents incorporated by reference herein and therein.

 
Unless the context otherwise requires, all references to the terms “we,” “us,” “our,” and the “company” throughout this prospectus supplement mean ProPhase Labs, Inc. and its
subsidiaries.

 
All references in this prospectus supplement to our financial statements include, unless the context indicates otherwise, the related notes.

 
The information contained in this prospectus supplement or the accompanying prospectus is accurate only as of the date of this prospectus supplement or the accompanying
prospectus, regardless of the time of delivery of this prospectus supplement, the accompanying prospectus or of any sale of the securities. We further note that the
representations, warranties and covenants made by us in any agreement that is filed as an exhibit to any document that is incorporated by reference in this prospectus
supplement or the accompanying prospectus were made solely for the benefit of the parties to such agreement, including, in some cases, for the purpose of allocating risk among
the parties to such agreements, and should not be deemed to be a representation, warranty or covenant to you. Moreover, such representations, warranties and covenants should
not be relied on as accurately representing the current state of our affairs.
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 PROSPECTUS SUPPLEMENT SUMMARY
 

The following summary of our business highlights some of the information contained elsewhere in or incorporated by reference into this prospectus supplement. Because
this is only a summary, however, it does not contain all of the information that may be important to you. You should carefully read this prospectus supplement and the
accompanying prospectus, including the documents incorporated by reference, which are described under “Information Incorporated by Reference” and “Where You Can
Find More Information” in this prospectus supplement. You should also carefully consider the matters discussed in the section entitled “Risk Factors” in this prospectus
supplement, in the accompanying prospectus and in other periodic reports incorporated herein by reference.
 
Overview
 
We are a diversified medical science and technology company with deep experience with OTC consumer healthcare products and dietary supplements. We are engaged in
the research, development, manufacture, distribution, marketing and sale of OTC consumer healthcare products and dietary supplements in the United States. This includes
the development and marketing of dietary supplements under the TK Supplements® brand. We also now offer COVID-19 and other Respiratory Pathogen Panel (RPP)
Molecular tests.

 
Our wholly-owned subsidiary, Pharmaloz Manufacturing, Inc., or PMI, is a full-service contract manufacturer and private label developer of a broad range of non-GMO,
organic and natural-based cough drops and lozenges and OTC drug and dietary supplement products.

 
Our wholly-owned subsidiary, ProPhase Diagnostics, Inc., which was formed on October 9, 2020 and is the owner of a Clinical Laboratory Improvement Amendments
(CLIA) accredited laboratory, offers a variety of important medical tests, including COVID-19 and Respiratory Pathogen Panel (RPP) Molecular tests.

 
In addition, we continue to actively pursue acquisition opportunities for other companies, technologies and products within and outside the consumer products industry.
 
Contract Manufacturing Services
 
PMI provides product development, pre-commercialization services, production, warehousing and distribution services for its customers. Our manufacturing facility, which
is located in Lebanon, Pennsylvania, is registered with the U.S. Food and Drug Administration, or the FDA, and is certified organic and kosher.

 
As part of the sale of our Cold-EEZE® business in March 2017, PMI entered into a manufacturing agreement with Mylan Consumer Healthcare Inc. (formerly known as
Meda Consumer Healthcare Inc.), or MCH, and Mylan Inc., to supply various Cold-EEZE® lozenge products to Mylan Inc. and MCH following the sale for a period of five
years with annual renewal options.



 
Our revenues from continuing operations have come principally from our contract manufacturing services.
 
TK Supplements® Product Line
 
Our TK Supplements® product line is dedicated to promoting better health, energy and sexual vitality. Each of our herbal supplements is researched to determine the
optimum blend of ingredients to ensure our customers receive premium quality products. To achieve this, we formulate with the highest quality ingredients derived from
nature and ingredients enhanced by science. Our TK Supplements® product line includes Legendz XL®, a male sexual enhancement, Triple Edge XL®, an energy and
stamina booster, and Super Prostaflow+™, a supplement to support prostate and urinary health.

 
We recently expanded distribution of our lead dietary supplement, Legendz XL®, into Walmart and CVS, in addition to Walgreens, Rite-Aid and other FDM (Food, Drug
and Mass) retailers. We intend to accelerate our television, radio and social media advertising to grow our brands.

 
We also introduced Triple Edge XL® to a limited number of retail customers during the fiscal year ended December 31, 2019 and we have acceptance at one major drug
retailer for this product.

 
Recent Developments

 
Acquisition of New Jersey CLIA Lab
 
On October 23, 2020, we acquired a Clinical Laboratory Improvement Amendments (CLIA) accredited laboratory located in Old Bridge, New Jersey, from which we offer
a variety of important medical tests, including, among others, COVID-19 diagnostic tests.
 
Sale of Corporate Headquarters
 
On November 13, 2020, we closed on the sale of our corporate headquarters building located at 621 North Shady Retreat Road, Doylestown, Pennsylvania to Lenape
Valley Foundation. The total sales price of the property, which was paid in cash, was $2.2 million, less closing costs and related expenses of approximately $142,000.
 
Acquisition of Second Lab in Garden City, New York
 
On December 8, 2020, we entered into a lease agreement for a 25,000 square foot facility in Garden City, New York. This new lab, like our first lab in Old Bridge, New
Jersey, will provide a wide range of laboratory testing services for diagnosis, screening and evaluation of diseases, including COVID-19 and Respiratory Pathogen Panel
Molecular tests.
 
Registered Direct Offering
 
On January 7, 2021, we closed a registered direct offering in which we issued and sold to certain accredited investors and qualified institutional buyers an aggregate of (i)
550,000 shares of our common stock and (ii) warrants to purchase up to 275,000 shares of common stock for total gross proceeds of $5,500,000.
 
Agreement with Predictive Labs
 
On January 14, 2021, we entered into an Amendment and Termination Agreement (the “Predictive Agreement”) with Predictive Laboratories, Inc. (“Predictive”), pursuant
to which we amended that certain Amended and Restated Promissory Note and Security Agreement, dated September 25, 2020. Pursuant to the terms of the Predictive
Agreement, we loaned an additional $1 million to Predictive in consideration for Predictive’s agreement to cancel its existing consulting agreement with us, dated September
25, 2020 (the “Consulting Agreement”), and terminate our obligation to pay Predictive additional consulting fees beyond the $250,000 already earned by Predictive under
the Consulting Agreement. As a result, the initial principal amount due under the Note was increased from $3 million to $3.75 million plus all accrued and unpaid interest
arising under the Note through and including January 14, 2021. The Note, as amended, provides for certain prepayments on test fees collected by Predictive to be paid by
Predictive to the Company until the Note is repaid in full. In addition, on each payment date commencing on or after September 1, 2021, in addition to the test fee
prepayments, Predictive will also make payments in an amount equal to the greater of (x) the test fee, or (y) 1/36th of the then outstanding principal amount of the Note,
together with interest thereon and interest accruing on the Note, in accordance with the terms of the Note.
 
Corporate Information

 
We were initially organized in Nevada in July 1989. Effective June 18, 2015, we changed our state of incorporation from the State of Nevada to the State of Delaware. Our
principal executive offices are located at 711 Stewart Ave, Garden City, NY 11530 and our telephone number is 215-345-0919.
 
Our website is www.prophaselabs.com. The information on, or that can be accessed through, our website is not part of and should not be incorporated by reference into this
prospectus supplement.
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 The Offering
 
Common stock offered by us  3,000,000 shares of common stock
   
Public offering price  $12.50 per share
   
Over-allotment option  We have granted the underwriters a 30-day option to purchase up to 450,000 addition shares of common

stock to cover over-allotments, if any.
   
Common stock outstanding after this offering  15,154,253 shares (or 15,604,253 shares if the underwriters exercise their over-allotment option in full)
   
Use of proceeds:  We intend to use the proceeds from this offering for working capital and general corporate purposes. See

“Use of Proceeds” on page S-5 of this prospectus supplement.
   
Risk factors:  This investment involves a high degree of risk. See the information contained in or incorporated by reference

under “Risk Factors” beginning on page S-3 of this prospectus supplement and in the documents
incorporated by reference into this prospectus supplement.

   
Nasdaq Capital Market Symbol:  Our common stock is listed on The Nasdaq Capital Market under the symbol “PRPH.”



 
The number of shares of our common stock to be outstanding after this offering is based on 12,154,253 shares of common stock outstanding as of January 14, 2021 and
excludes the following:
 
 ● 1,032,000 shares of our common stock issuable upon the exercise of stock options outstanding under our Amended and Restated 2010 Equity Compensation

Plan, or the 2010 Plan (including 494,341 shares that are subject to stock options that have been granted contingent upon stockholder approval), with a
weighted-average exercise price of $2.28 per share, plus an additional 823,000 shares of our common stock issuable upon the exercise of stock options granted
since September 30, 2020 under the 2010 Plan, with a weighted-average exercise price of $9.08 per share;

   
 ● 2,300,000 shares of our common stock issuable upon the exercise of stock options outstanding under our 2018 Stock Incentive Plan, with a weighted-average

exercise price of $1.50 per share;
   
 ● 200,000 shares of our common stock issuable upon the exercise of stock options that were granted under our Amended and Restated 2010 Directors’ Equity

Compensation Plan, or the 2010 Directors’ Plan, at a weighted-average exercise price of $2.83 per share;
   
 ● 275,000 shares of our common stock issuable upon the exercise of warrants with an exercise price of $11.00 per share;
   
 ● 450,000 shares of our common stock issuable upon exercise of warrants with a weighted average exercise price of $3.22 per share;
   
 ● 1,000,000 shares of our common stock issuable upon the conversion of certain unsecured, partially convertible, promissory notes at a conversion price of $3.00

per share; and
   
 ● 128,126 shares of our common stock reserved for future issuance under our 2010 Directors’ Plan.
 
Except as otherwise indicated herein, all information in this prospectus assumes no exercise of the underwriter’s over-allotment option.
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 RISK FACTORS
 
An investment in our securities involves a high degree of risk. Before deciding whether to invest in our securities, you should carefully consider the risks discussed

under the Section captioned “Risk Factors” contained in our Annual Report on Form 10-K for the year ended December 31, 2019 (the “Form 10-K”) and in our Quarterly
Reports on Form 10-Q filed with the SEC subsequent to the Form 10-K, and in other documents that we subsequently file with the SEC, all of which are incorporated by
reference in this prospectus supplement and the accompanying prospectus in their entirety, together with other information in this prospectus supplement, the accompanying
prospectus, the information and documents incorporated by reference herein and therein, and in any free writing prospectus that we have authorized for use in connection with
this offering. If any of these risks actually occurs, our business, financial condition, results of operations or cash flow could be seriously harmed. This could cause the trading
price of our common stock to decline, resulting in a loss of all or part of your investment.
 
Risks Relating to this Offering
 
As an investor, you may lose all of your investment.
 
Investing in our securities involves a high degree of risk. As an investor, you may never recoup all, or even part, of your investment and you may never realize any return on
your investment. You must be prepared to lose all of your investment.
 
Management will have broad discretion as to the use of proceeds from this offering and may not use them effectively.
 
Our management will have broad discretion as to the application of the net proceeds from this offering and our stockholders will not have the opportunity as part of their
investment decisions to assess whether the net proceeds are being used appropriately. You may not agree with our decisions, and our use of the proceeds may not yield any
return on your investment. Because of the number and variability of factors that will determine our use of the net proceeds from this offering, their ultimate use may vary
substantially from their currently intended use. Our failure to apply the net proceeds of this offering effectively could compromise our ability to pursue our growth strategy and
we might not be able to yield a significant return, if any, in our investment of these net proceeds. You will not have the opportunity to influence our decisions on how to use our
net proceeds from this offering.
 
You will suffer immediate and substantial dilution in the net tangible book value per share of the common stock that you purchase in this offering.
 
Because the offering price per share of our common stock being offered in this offering may be higher than the book value per share of our common stock, you may suffer
substantial dilution in the net tangible book value of the common stock you purchase in this offering. For a further description of the dilution that investors in this offering will
experience, see “Dilution.”
 
Investors in this offering will also be subject to increased dilution upon the exercise of outstanding stock options and warrants.
 
Future sales of common stock by stockholders may have an adverse effect on the then prevailing market price of our common stock.
 
Sales of a substantial number of shares of our common stock in the public market following this offering could cause the market price of our common stock to decline and could
impair our ability to raise capital through the sale of additional equity securities. We cannot predict the effect that future sales of our common stock or other equity-related
securities would have on the market price of our common stock.
 
You may experience dilution as a result of future equity offerings.
 
In order to raise additional capital, we may in the future offer additional shares of our common stock or other securities convertible into or exchangeable for our common stock
at prices that may not be the same as the price per share in this offering. The price per share at which we sell additional shares of our common stock, or securities convertible or
exchangeable into common stock, in future transactions may be lower than the price per share paid by investors in this offering.
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 CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
 

This prospectus supplement (including any documents incorporated by reference herein) contains statements with respect to us which constitute ‘‘forward-looking
statements’’ within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, and are
intended to be covered by the ‘‘safe harbor’’ created by those sections. Forward-looking statements, which are based on certain assumptions and reflect our plans, estimates and



beliefs, can generally be identified by the use of forward-looking terms such as “believes,” “expects,” “may,” “will,” “should,” “could,” “seek,” “intends,” “plans,” “estimates,”
“anticipates” or other comparable terms. These forward-looking statements include, but are not limited to, statements concerning future events, our future financial
performance, business strategy and plans and objectives of management for future operations. Our actual results could differ materially from those discussed in the forward-
looking statements. Factors that could cause or contribute to these differences include those discussed in “Risk Factors” in this prospectus supplement and the documents
incorporated by reference herein.

 
We caution readers not to place undue reliance upon any such forward-looking statements, which speak only as of the date they are made. We disclaim any obligation,

except as specifically required by law and the rules of the SEC, to publicly update or revise any such statements to reflect any change in company expectations or in events,
conditions or circumstances on which any such statements may be based, or that may affect the likelihood that actual results will differ from those set forth in the forward-
looking statements.

 
You should read this prospectus supplement, the accompanying prospectus, and the documents that we incorporate by reference herein and therein and have filed as

exhibits to the registration statement of which this prospectus supplement is part, completely and with the understanding that our actual future results may be materially
different from what we expect. You should assume that the information appearing in this prospectus supplement is accurate as of the date on the cover of this prospectus
supplement only. Our business, financial condition, results of operations and prospects may change. We may not update these forward-looking statements, even though our
situation may change in the future, unless we have obligations under the federal securities laws to update and disclose material developments related to previously disclosed
information. We qualify all of the information presented in this prospectus supplement, and particularly our forward-looking statements, by these cautionary statements.
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 USE OF PROCEEDS
 

We estimate that we will receive net proceeds of approximately $35.1 million from this offering, or approximately $40.3 million if the underwriters exercise their over-
allotment option in full, in each case after deducting the underwriting discounts and commissions and estimated offering expenses payable by us.

 
We intend to use the net proceeds from this offering for working capital and general corporate purposes.

 
Pending our use of the net proceeds from this offering, we intend to maintain the net proceeds as cash deposits or cash management instruments, such as U.S. government
securities or money market mutual funds.
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 DILUTION
 

If you purchase shares of common stock in this offering, you will experience dilution to the extent of the difference between the public offering price per share in this offering
and our pro forma net tangible book value per share immediately after this offering.

 
Our net tangible book value as of September 30, 2020 was approximately $10.8 million, or $0.93 per share. Net tangible book value per share is determined by dividing our
total tangible assets, less total liabilities, by the aggregate number of shares of our common stock outstanding as of September 30, 2020. Dilution in net tangible book value per
share represents the difference between the amount per share paid by purchasers of shares of common stock in this offering and the net tangible book value per share of our
common stock immediately after this offering.
 
Our pro forma net tangible book value as of September 30, 2020 after giving effect to (i) our acquisition of our New Jersey CLIA lab for $2.5 million, (ii) the sale of our
corporate headquarters for $2.2 million, (iii) the registered direct offering (the “Registered Direct Offering”) we consummated on January 7, 2020, pursuant to which we issued
550,000 shares of common stock and warrants to purchase 275,000 shares of common stock to certain accredited investors and qualified institutional buyers, for net proceeds of
$5,450,000, and (iv) our $1 million loan to Predictive under the Predictive Agreement (collectively, the “Pro Forma Transactions”) would have been approximately $16.2
million, or $1.33 per share of common stock.
 
After giving effect to the sale of 3,000,000 shares of our common stock in this offering, and after deducting the underwriting discounts and commissions and estimated offering
expenses payable by us, our pro forma as adjusted net tangible book value as of September 30, 2020 would have been approximately $51.3 million, or $3.38 per share of
common stock. This represents an immediate increase in net tangible book value of approximately $2.05 per share to existing stockholders and an immediate dilution in net
tangible book value of approximately $9.12 per share to investors in this offering. The following table illustrates this dilution on a per share basis:

 
Public offering price per share of common stock     $ 12.50 

Net tangible book value per share as of September 30, 2020  $ 0.93    
Increase in net tangible book value per share attributable to the Pro Forma Transactions   0.40    
Pro forma net tangible book value per share as of September 30, 2020   1.33    
Increase in net tangible book value per share attributable to new investors   2.05    

Pro forma as adjusted net tangible book value per share after this offering      3.38 
Net dilution per share to new investors     $ 9.12 
 

If the underwriters exercise in full its option to purchase additional shares of common stock, the net tangible book value per share after giving effect to this offering would be
approximately $3.62 per share, which amount represents an immediate increase in net tangible book value of approximately $0.24 per share of our common stock to existing
stockholders and an immediate dilution in net tangible book value of approximately $8.88 per share of our common stock to investors purchasing shares in this offering.
 
The above discussion and table are based on 11,604,253 shares of common stock outstanding as of September 30, 2020, plus the 550,000 shares of common stock issued in the
Registered Direct Offering, and excludes:

 
 ● 1,032,000 shares of our common stock issuable upon the exercise of stock options outstanding under our Amended and Restated 2010 Equity Compensation Plan,

or the 2010 Plan (including 494,341 shares that are subject to stock options that have been granted contingent upon stockholder approval), with a weighted-average
exercise price of $2.28 per share, plus an additional 823,000 shares of our common stock issuable upon the exercise of stock options granted since September 30,
2020 under the 2010 Plan, with a weighted-average exercise price of $9.08 per share;

   
 ● 2,300,000 shares of our common stock issuable upon the exercise of stock options outstanding under our 2018 Stock Incentive Plan, with a weighted-average

exercise price of $1.50 per share;
   
 ● 200,000 shares of our common stock issuable upon the exercise of stock options that were granted under our Amended and Restated 2010 Directors’ Equity

Compensation Plan, or the 2010 Directors’ Plan, at a weighted-average exercise price of $2.83 per share;
   
 ● 275,000 shares of our common stock issuable upon the exercise of warrants with an exercise price of $11.00 per share;
   



 ● 400,000 shares of our common stock issuable upon exercise of warrants with an exercise price of $3.00 per share;
   
 ● 50,000 shares of our common stock issuable upon exercise of warrants with an exercise price of $5.00 per share issued after September 30, 2020;
   
 ● 1,000,000 shares of our common stock issuable upon the conversion of certain unsecured, partially convertible, promissory notes at a conversion price of $3.00 per

share; and
   
 ● 128,126 shares of our common stock reserved for future issuance under our 2010 Directors’ Plan.

 
If the holders of outstanding options or warrants or other outstanding convertible securities exercise or convert those options or warrants or other outstanding

convertible securities at prices below the public offering price, you will incur further dilution. In addition, we may choose to raise additional capital due to market conditions or
strategic considerations even if we believe we have sufficient funds for our current or future operating plans. To the extent that additional capital is raised through the sale of
equity or convertible debt securities, the issuance of these securities could result in further dilution to our stockholders.
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 UNDERWRITING
 

ThinkEquity, a division of Fordham Financial Management, Inc., is serving as representative of the underwriters for this offering. We have entered into an underwriting
agreement, dated January 18, 2021, with the underwriters. Subject to the terms and conditions of the underwriting agreement, we have agreed to sell to the underwriters, and the
underwriters have agreed to purchase, at the public offering price, less the underwriting discounts and commissions, as set forth on the cover page of this prospectus, the number
of shares of common stock listed next to its name in the following table:
 
Underwriters  Number of Shares  
ThinkEquity, a division of Fordham Financial Management, Inc.   2,520,000 
Dawson James Securities, Inc.   480,000 
Total   3,000,000 
 
The underwriters are committed to purchase all shares offered by us other than those covered by the over-allotment option described below, if any are purchased. The
obligations of the underwriters may be terminated upon the occurrence of certain events specified in the underwriting agreement. Furthermore, the underwriting agreement
provides that the obligations of the underwriters to pay for and accept delivery of the shares offered by us in this prospectus are subject to various representations and warranties
and other customary conditions specified in the underwriting agreement, such as receipt by the underwriters of officers’ certificates and legal opinions.
 
We have agreed to indemnify the underwriters against specified liabilities, including liabilities under the Securities Act, and to contribute to payments the underwriters may be
required to make in respect thereof.
 
The underwriters are offering the shares of common stock subject to prior sale, when, as and if issued to and accepted by it, subject to approval of legal matters by their counsel
and other conditions specified in the underwriting agreement. The underwriters reserve the right to withdraw, cancel or modify offers to the public and to reject orders in whole
or in part.
 
We have granted the underwriters an over-allotment option. This option, which is exercisable for up to 30 days after the date of this prospectus, permits the underwriters to
purchase up to an aggregate of 450,000 additional shares of common stock (equal to 15% of the shares of common stock sold in this offering) at the public offering price per
share, less underwriting discounts and commissions, solely to cover over-allotments, if any. If the underwriters exercise this option in whole or in part, then the underwriters will
be committed, subject to the conditions described in the underwriting agreement, to purchase the additional shares of common stock.
 
Discounts, Commissions and Reimbursement
 
The underwriters have advised us that they propose to offer the shares of common stock to the public at the initial public offering price per share set forth on the cover page of
this prospectus. The underwriters may offer shares to securities dealers at that price less a concession of not more than $0.3750 per share of which up to $0.3750 per share may
be reallowed to other dealers. After the initial offering to the public, the public offering price and other selling terms may be changed by the underwriters.
 
The following table summarizes the underwriting discounts and commissions and proceeds, before other expenses, to us assuming both no exercise and full exercise by the
underwriters of their over-allotment option:
 
     Total  

  Per Share   

Offering without
Over-

Allotment Option   

Offering
with

Over-
Allotment Option  

Public offering price  $ 12.50  $ 37,500,000  $ 43,125,000 
Underwriting discounts and commissions (6.0%)  $ 0.75  $ 2,250,000  $ 2,587,500 
Proceeds, before expenses, to us  $ 11.75  $ 35,250,000  $ 40,537,500 
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We have also agreed to reimburse certain accountable out-of-pocket expenses of the underwriters relating to this offering as set forth in the underwriting agreement, up to a
maximum of $115,000, including the fees and expenses of the underwriter’s legal counsel.
 
We estimate that the total expenses of this offering payable by us, not including underwriting discounts, commissions and expenses, will be approximately $195,000.
 
We have agreed to issue to the underwriters warrants to purchase up to 180,000 shares of our common stock (equal to an aggregate of 6% of the total number of shares of
common stock sold in this offering). The warrants will have an exercise price of $15.625 per share (equal to 125% of the public offering price in this offering) and may be
exercised on a cashless basis. The warrants are not exercisable for 180 days after the commencement of sales in this offering and will expire three years after such date. This
prospectus also covers the sale of the underwriters’ warrants and the shares of common stock issuable upon the exercise of the underwriters’ warrants. The underwriters’
warrants and the underlying securities have been deemed compensation by FINRA, and are therefore subject to FINRA Rule 5110(e)(1). In accordance with FINRA Rule
5110(e)(1), neither the underwriters’ warrants nor any securities issued upon exercise of the underwriters’ warrants may be sold, transferred, assigned, pledged, or hypothecated,
or be the subject of any hedging, short sale, derivative, put, or call transaction that would result in the effective economic disposition of such securities by any person for a
period of 180 days immediately following the commencement of sales in this the offering, except the transfer of any security: (i) by operation of law or by reason of
reorganization of our company; (ii) to any FINRA member firm participating in this offering and its officers or partners, its registered persons or affiliates, if all securities so
transferred remain subject to the lock-up restriction described above for the remainder of the time period; (iii) if the aggregate amount of our securities held by either an



underwriter or a related person do not exceed 1% of the securities being offered; (iv) that is beneficially owned on a pro-rata basis by all equity owners of an investment fund,
provided that no participating member manages or otherwise directs investments by the fund, and participating members in the aggregate do not own more than 10% of the
equity in the fund; or (v) the exercise or conversion of any security, if all securities received remain subject to the lock-up restriction set forth above for the remainder of the time
period.
 
Each of the Underwriters will also be entitled to a cash tail fee if any investor to whom it first introduced us in connection with this offering provides us with additional capital in
any public or private offering or other financing or capital raising transaction during the period ending on January 21, 2022. The tail fee will be computed based upon 5% of the
gross dollar amount of the capital provided to us by such investor.
 
Discretionary Accounts
 
The underwriters do not intend to confirm sales of the securities offered hereby to any accounts over which they have discretionary authority.
 
Lock-Up Agreements
 
We agreed that for a period of 90 days after the closing of this offering we will not, without the prior written consent of the underwriters and subject to certain exceptions,
directly or indirectly:
 
 ● offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right or warrant to purchase, lend, or

otherwise transfer or dispose of, directly or indirectly, any shares of our capital stock or any securities convertible into or exercisable or exchangeable for shares of our
capital stock;

   
 ● file or or caused to be filed any registration statement with Securities and Exchange Commission relating to the offering of any shares of our capital or any securities

convertible into or exercisable or exchangeable for shares of our capital stock;
   
 ● complete any offering of our debt securities, other than entering into a line of credit with a traditional bank; or
   
 ● enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of our capital stock, whether any

such transaction is to be settled by delivery of shares of capital stock or such other securities, in cash or otherwise.
 
In addition, each of our directors and officers have agreed that for a period of 30 days after the date of this prospectus without the prior written consent of the underwriters and
subject to certain exceptions, they will not directly or indirectly:
 
 ● offer, issue, pledge, sell, contract to sell, grant, encumber, lend, or otherwise transfer or dispose of, directly or indirectly, any of our common stock or any securities

convertible into or exercisable or exchangeable for common stock, whether now owned or hereafter acquired or with respect to which a director or officer has or
hereafter acquires the power of disposition;

   
 ● enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of our common stock or any

securities convertible into or exercisable or exchangeable for common stock, whether any such transaction is to be settled by delivery of shares of common stock or such
other securities, in cash or otherwise;

   
 ● make any demand for or exercise any right with respect to the registration of any common stock or any securities convertible into or exercisable or exchangeable for

common stock; or
   
 ● publicly disclose the intention to make any offer, sale, pledge or disposition, or to enter into any transaction, swap, hedge or other arrangement relating to any common

stock or any securities convertible into or exercisable or exchangeable for common stock.
 

Electronic Offer, Sale and Distribution of Securities
 
A prospectus in electronic format may be made available on the websites maintained by the underwriters or selling group members. The underwriters may agree to allocate a
number of securities to selling group members for sale to its online brokerage account holders. Internet distributions will be allocated by the underwriters and selling group
members that will make internet distributions on the same basis as other allocations. Other than the prospectus in electronic format, the information on these websites is not part
of, nor incorporated by reference into, this prospectus or the registration statement of which this prospectus forms a part, has not been approved or endorsed by us, and should
not be relied upon by investors.
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Stabilization
 
In connection with this offering, the underwriters may engage in stabilizing transactions, over-allotment transactions, syndicate-covering transactions, penalty bids and
purchases to cover positions created by short sales.
 
Stabilizing transactions permit bids to purchase shares so long as the stabilizing bids do not exceed a specified maximum, and are engaged in for the purpose of preventing or
retarding a decline in the market price of the shares while this offering is in progress.
 
Over-allotment transactions involve sales by the underwriters of shares in excess of the number of shares the underwriters are obligated to purchase. This creates a syndicate
short position which may be either a covered short position or a naked short position. In a covered short position, the number of shares over-allotted by the underwriters is not
greater than the number of shares that they may purchase in the over-allotment option. In a naked short position, the number of shares involved is greater than the number of
shares in the over-allotment option. The underwriters may close out any short position by exercising their over-allotment option and/or purchasing shares in the open market.
 
Syndicate covering transactions involve purchases of shares in the open market after the distribution has been completed in order to cover syndicate short positions. In
determining the source of shares to close out the short position, the underwriters will consider, among other things, the price of shares available for purchase in the open market
as compared with the price at which it may purchase shares through exercise of the over-allotment option. If the underwriters sells more shares than could be covered by
exercise of the over-allotment option and, therefore, have a naked short position, the position can be closed out only by buying shares in the open market. A naked short position
is more likely to be created if the underwriters are concerned that after pricing there could be downward pressure on the price of the shares in the open market that could
adversely affect investors who purchase in this offering.
 
Penalty bids permit the underwriters to reclaim a selling concession from a syndicate member when the shares originally sold by that syndicate member are purchased in
stabilizing or syndicate covering transactions to cover syndicate short positions.
 
These stabilizing transactions, syndicate covering transactions and penalty bids may have the effect of raising or maintaining the market price of our shares of common stock or
preventing or retarding a decline in the market price of our shares of common stock. As a result, the price of our common stock in the open market may be higher than it would
otherwise be in the absence of these transactions. Neither we nor the underwriters make any representation or prediction as to the effect that the transactions described above



may have on the price of our common stock. These transactions may be effected in the over-the-counter market or otherwise and, if commenced, may be discontinued at any
time.
 
Passive Market Making
 
In connection with this offering, the underwriters and selling group members may engage in passive market making transactions in our common stock on the Nasdaq Capital
Market in accordance with Rule 103 of Regulation M under the Exchange Act, during a period before the commencement of offers or sales of the securities and extending
through the completion of the distribution. A passive market maker must display its bid at a price not in excess of the highest independent bid of that security. However, if all
independent bids are lowered below the passive market maker’s bid, then that bid must then be lowered when specified purchase limits are exceeded
 
Other Relationships
 
The underwriters and their affiliates may in the future provide various investment banking, commercial banking and other financial services for us and our affiliates for which
they may in the future receive customary fees.
 
Offer Restrictions Outside The United States
 
Other than in the United States, no action has been taken by us or the underwriters that would permit a public offering of the securities offered by this prospectus in any
jurisdiction where action for that purpose is required. The securities offered by this prospectus may not be offered or sold, directly or indirectly, nor may this prospectus or any
other offering material or advertisements in connection with the offer and sale of any such securities be distributed or published in any jurisdiction, except under circumstances
that will result in compliance with the applicable rules and regulations of that jurisdiction. Persons into whose possession this prospectus comes are advised to inform
themselves about and to observe any restrictions relating to this offering and the distribution of this prospectus. This prospectus does not constitute an offer to sell or a
solicitation of an offer to buy any securities offered by this prospectus in any jurisdiction in which such an offer or a solicitation is unlawful.
 

S-9

 
 
Australia
 
This prospectus is not a disclosure document under Chapter 6D of the Australian Corporations Act, has not been lodged with the Australian Securities and Investments
Commission and does not purport to include the information required of a disclosure document under Chapter 6D of the Australian Corporations Act. Accordingly, (i) the offer
of the securities under this prospectus is only made to persons to whom it is lawful to offer the securities without disclosure under Chapter 6D of the Australian Corporations Act
under one or more exemptions set out in section 708 of the Australian Corporations Act, (ii) this prospectus is made available in Australia only to those persons as set forth in
clause (i) above, and (iii) the offeree must be sent a notice stating in substance that by accepting this offer, the offeree represents that the offeree is such a person as set forth in
clause (i) above, and, unless permitted under the Australian Corporations Act, agrees not to sell or offer for sale within Australia any of the securities sold to the offeree within
12months after its transfer to the offeree under this prospectus.
 
China
 
The information in this document does not constitute a public offer of the securities, whether by way of sale or subscription, in the People’s Republic of China (excluding, for
purposes of this paragraph, Hong Kong Special Administrative Region, Macau Special Administrative Region and Taiwan). The securities may not be offered or sold directly or
indirectly in the PRC to legal or natural persons other than directly to “qualified domestic institutional investors.”
 
European Economic Area — Belgium, Germany, Luxembourg and Netherlands
 
The information in this document has been prepared on the basis that all offers of securities will be made pursuant to an exemption under the Directive 2003/71/EC, or the
Prospectus Directive, as implemented in Member States of the European Economic Area, or a Relevant Member State, from the requirement to produce a prospectus for offers
of securities.
 
An offer to the public of securities has not been made, and may not be made, in a Relevant Member State except pursuant to one of the following exemptions under the
Prospectus Directive as implemented in that Relevant Member State:
 
 ● to legal entities that are authorized or regulated to operate in the financial markets or, if not so authorized or regulated, whose corporate purpose is solely to invest in

securities;
   
 ● to legal entities that are authorized or regulated to operate in the financial markets or, if not so authorized or regulated, whose corporate purpose is solely to invest in

securities;
   
 ● to any legal entity that has two or more of (i) an average of at least 250 employees during its last fiscal year; (ii) a total balance sheet of more than €43,000,000 (as

shown on its last annual unconsolidated or consolidated financial statements) and (iii) an annual net turnover of more than €50,000,000 (as shown on its last annual
unconsolidated or consolidated financial statements);

   
 ● to fewer than 100 natural or legal persons (other than qualified investors within the meaning of Article 2(1)(e) of the Prospectus Directive) subject to obtaining the prior

consent of our company or any underwriter for any such offer; or
   
 ● in any other circumstances falling within Article 3(2) of the Prospectus Directive, provided that no such offer of securities shall result in a requirement for the publication

by us of a prospectus pursuant to Article 3 of the Prospectus Directive.
 
France
 
This document is not being distributed in the context of a public offering of financial securities (offre au public de titres financiers) in France within the meaning of Article
L.411-1 of the French Monetary and Financial Code (Code monétaire et financier) and Articles 211-1 et seq. of the General Regulation of the French Autorité des marchés
financiers, or AMF. The securities have not been offered or sold and will not be offered or sold, directly or indirectly, to the public in France.
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This document and any other offering material relating to the securities have not been, and will not be, submitted to the AMF for approval in France and, accordingly, may not
be distributed or caused to distributed, directly or indirectly, to the public in France.
 
Such offers, sales and distributions have been and shall only be made in France to (i) qualified investors (investisseurs qualifiés) acting for their own account, as defined in and
in accordance with Articles L.411-2-II-2° and D.411-1 to D.411-3, D. 744-1, D.754-1 and D.764-1 of the French Monetary and Financial Code and any implementing
regulation and/or (ii) a restricted number of non-qualified investors (cercle restreint d’investisseurs) acting for their own account, as defined in and in accordance with Articles



L.411-2-II-2° and D.411-4, D.744-1, D.754-1 and D.764-1 of the French Monetary and Financial Code and any implementing regulation.
 
Pursuant to Article 211-3 of the General Regulation of the AMF, investors in France are informed that the securities cannot be distributed (directly or indirectly) to the public by
the investors otherwise than in accordance with Articles L.411-1, L.411-2, L.412-1 and L.621-8 to L.621-8-3 of the French Monetary and Financial Code.
 
Ireland
 
The information in this document does not constitute a prospectus under any Irish laws or regulations and this document has not been filed with or approved by any Irish
regulatory authority as the information has not been prepared in the context of a public offering of securities in Ireland within the meaning of the Irish Prospectus (Directive
2003/71/EC) Regulations 2005, or the Prospectus Regulations. The securities have not been offered or sold, and will not be offered, sold or delivered directly or indirectly in
Ireland by way of a public offering, except to (i) qualified investors as defined in Regulation 2(l) of the Prospectus Regulations and (ii) fewer than 100 natural or legal persons
who are not qualified investors.
 
Israel
 
The securities offered by this prospectus have not been approved or disapproved by the Israeli Securities Authority, or the ISA, nor have such securities been registered for sale
in Israel. The shares may not be offered or sold, directly or indirectly, to the public in Israel, absent the publication of a prospectus. The ISA has not issued permits, approvals or
licenses in connection with this offering or publishing the prospectus; nor has it authenticated the details included herein, confirmed their reliability or completeness, or rendered
an opinion as to the quality of the securities being offered. Any resale in Israel, directly or indirectly, to the public of the securities offered by this prospectus is subject to
restrictions on transferability and must be effected only in compliance with the Israeli securities laws and regulations.
 
Italy
 
The offering of the securities in the Republic of Italy has not been authorized by the Italian Securities and Exchange Commission (Commissione Nazionale per le Societ-$$-Aga
e la Borsa), or CONSOB, pursuant to the Italian securities legislation and, accordingly, no offering material relating to the securities may be distributed in Italy and such
securities may not be offered or sold in Italy in a public offer within the meaning of Article 1.1(t) of Legislative Decree No. 58 of 24 February 1998, or Decree No.58, other
than:
 
 ● to Italian qualified investors, or Qualified Investors, as defined in Article 100 of Decree no.58 by reference to Article 34-ter of CONSOB Regulation no. 11971 of 14

May 1999, or Regulation no. 1197l, as amended; and
   
 ● in other circumstances that are exempt from the rules on public offer pursuant to Article 100 of Decree No. 58 and Article 34-ter of Regulation No. 11971 as amended.
 
Any offer, sale or delivery of the securities or distribution of any offer document relating to the securities in Italy (excluding placements where a Qualified Investor solicits an
offer from the issuer) under the paragraphs above must be:
 
 ● made by investment firms, banks or financial intermediaries permitted to conduct such activities in Italy in accordance with Legislative Decree No. 385 of 1 September

1993 (as amended), Decree No.58, CONSOB Regulation No. 16190 of 29 October 2007 and any other applicable laws; and
   
 ● in compliance with all relevant Italian securities, tax and exchange controls and any other applicable laws.
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Any subsequent distribution of the securities in Italy must be made in compliance with the public offer and prospectus requirement rules provided under Decree No. 58 and the
Regulation No. 11971 as amended, unless an exception from those rules applies. Failure to comply with such rules may result in the sale of such securities being declared null
and void and in the liability of the entity transferring the securities for any damages suffered by the investors.
 
Japan
 
The securities have not been and will not be registered under Article4, paragraph 1 of the Financial Instruments and Exchange Law of Japan (Law No. 25 of 1948), as amended,
or the FIEL, pursuant to an exemption from the registration requirements applicable to a private placement of securities to Qualified Institutional Investors (as defined in and in
accordance with Article2, paragraph 3 of the FIEL and the regulations promulgated thereunder). Accordingly, the securities may not be offered or sold, directly or indirectly, in
Japan or to, or for the benefit of, any resident of Japan other than Qualified Institutional Investors. Any Qualified Institutional Investor who acquires securities may not resell
them to any person in Japan that is not a Qualified Institutional Investor, and acquisition by any such person of securities is conditional upon the execution of an agreement to
that effect.
 
Portugal
 
This document is not being distributed in the context of a public offer of financial securities (oferta pública de valores mobiliários) in Portugal, within the meaning of Article
109 of the Portuguese Securities Code (Código dos Valores Mobiliários). The securities have not been offered or sold and will not be offered or sold, directly or indirectly, to
the public in Portugal. This document and any other offering material relating to the securities have not been, and will not be, submitted to the Portuguese Securities Market
Commission (Comissăo do Mercado de Valores Mobiliários) for approval in Portugal and, accordingly, may not be distributed or caused to distributed, directly or indirectly, to
the public in Portugal, other than under circumstances that are deemed not to qualify as a public offer under the Portuguese Securities Code. Such offers, sales and distributions
of securities in Portugal are limited to persons who are “qualified investors” (as defined in the Portuguese Securities Code). Only such investors may receive this document and
they may not distribute it or the information contained in it to any other person.
 
Sweden
 
This document has not been, and will not be, registered with or approved by Finansinspektionen (the Swedish Financial Supervisory Authority). Accordingly, this document
may not be made available, nor may the securities be offered for sale in Sweden, other than under circumstances that are deemed not to require a prospectus under the Swedish
Financial Instruments Trading Act (1991:980) (Sw. lag (1991:980) om handel med finansiella instrument). Any offering of securities in Sweden is limited to persons who are
“qualified investors” (as defined in the Financial Instruments Trading Act). Only such investors may receive this document and they may not distribute it or the information
contained in it to any other person.
 
Switzerland
 
The securities may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange, or SIX, or on any other stock exchange or regulated trading facility
in Switzerland. This document has been prepared without regard to the disclosure standards for issuance prospectuses under art. 652a or art. 1156 of the Swiss Code of
Obligations or the disclosure standards for listing prospectuses under art. 27 ff. of the SIX Listing Rules or the listing rules of any other stock exchange or regulated trading
facility in Switzerland. Neither this document nor any other offering material relating to the securities may be publicly distributed or otherwise made publicly available in
Switzerland.
 
Neither this document nor any other offering material relating to the securities have been or will be filed with or approved by any Swiss regulatory authority. In particular, this



document will not be filed with, and the offer of securities will not be supervised by, the Swiss Financial Market Supervisory Authority.
 
This document is personal to the recipient only and not for general circulation in Switzerland.
 
United Arab Emirates
 
Neither this document nor the securities have been approved, disapproved or passed on in any way by the Central Bank of the United Arab Emirates or any other governmental
authority in the United Arab Emirates, nor have we received authorization or licensing from the Central Bank of the United Arab Emirates or any other governmental authority
in the United Arab Emirates to market or sell the securities within the United Arab Emirates. This document does not constitute and may not be used for the purpose of an offer
or invitation. No services relating to the securities, including the receipt of applications and/or the allotment or redemption of such shares, may be rendered within the United
Arab Emirates by us.
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No offer or invitation to subscribe for securities is valid or permitted in the Dubai International Financial Centre.
 
United Kingdom
 
Neither the information in this document nor any other document relating to the offer has been delivered for approval to the Financial Services Authority in the United
Kingdom and no prospectus (within the meaning of section 85 of the Financial Services and Markets Act 2000, as amended, or FSMA) has been published or is intended to be
published in respect of the securities. This document is issued on a confidential basis to “qualified investors” (within the meaning of section 86(7) of FSMA) in the United
Kingdom, and the securities may not be offered or sold in the United Kingdom by means of this document, any accompanying letter or any other document, except in
circumstances which do not require the publication of a prospectus pursuant to section 86(1) FSMA. This document should not be distributed, published or reproduced, in
whole or in part, nor may its contents be disclosed by recipients to any other person in the United Kingdom.
 
Any invitation or inducement to engage in investment activity (within the meaning of section 21 of FSMA) received in connection with the issue or sale of the securities has only
been communicated or caused to be communicated and will only be communicated or caused to be communicated in the United Kingdom in circumstances in which section
21(1) of FSMA does not apply to us.
 
In the United Kingdom, this document is being distributed only to, and is directed at, persons (i) who have professional experience in matters relating to investments falling
within Article 19(5) (investment professionals) of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005, or FPO, (ii) who fall within the categories
of persons referred to in Article 49(2)(a) to (d) (high net worth companies, unincorporated associations, etc.) of the FPO or (iii) to whom it may otherwise be lawfully
communicated (together “relevant persons”). The investments to which this document relates are available only to, and any invitation, offer or agreement to purchase will be
engaged in only with, relevant persons. Any person who is not a relevant person should not act or rely on this document or any of its contents.
 
Canada
 
The securities may be sold in Canada only to purchasers purchasing, or deemed to be purchasing, as principal that are accredited investors, as defined in National Instrument
45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act (Ontario), and are permitted clients, as defined in National Instrument 31-103 Registration
Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the securities must be made in accordance with an exemption from, or in a transaction not subject
to, the prospectus requirements of applicable securities laws. Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for
rescission or damages if this prospectus (including any amendment thereto) contains a misrepresentation, provided that the remedies for rescission or damages are exercised by
the purchaser within the time limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser should refer to any applicable provisions of the
securities legislation of the purchaser’s province or territory for particulars of these rights or consult with a legal advisor. Pursuant to section 3A.3 of National Instrument 33-
105 Underwriting Conflicts (NI 33-105), the underwriter is not required to comply with the disclosure requirements of NI33-105 regarding underwriter conflicts of interest in
connection with this offering.
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 LEGAL MATTERS
 

Reed Smith LLP, New York, New York, will pass upon certain legal matters relating to this offering. Schiff Hardin LLP, Washington, DC, will act as counsel for the
underwriter in connection with certain legal matters related to this offering.

 
 EXPERTS

 
The consolidated balance sheets of ProPhase Labs, Inc. and Subsidiaries as of December 31, 2019 and 2018, and the related consolidated statements of operations and other
comprehensive income (loss), stockholders’ equity, and cash flows for each of the years then ended have been audited by EisnerAmper LLP, an independent registered public
accounting firm, as stated in their reports, which are incorporated herein by reference. Such financial statements have been incorporated herein by reference in reliance on the
reports of such firm given upon their authority as experts in accounting and auditing.

 
 WHERE YOU CAN FIND MORE INFORMATION

 
This prospectus supplement is part of a registration statement on Form S-3 that we filed with the SEC under the Securities Act of 1933, as amended, and does not contain all the
information set forth in the registration statement. Whenever a reference is made in this prospectus supplement to any of our contracts, agreements or other documents, the
reference may not be complete, and you should refer to the exhibits that are a part of the registration statement of which this prospectus supplement is a part, or the exhibits to
the reports or other documents incorporated by reference in this prospectus supplement for a copy of such contract, agreement or other document.

 
Because we are subject to the information and reporting requirements of the Securities Exchange Act of 1934, as amended, we file annual, quarterly and special reports, and
other information with the SEC. Our SEC filings are available to the public over the Internet at the SEC’s website at http://www.sec.gov or on our website at
http://www.prophaselabs.com.
 
The website addresses referenced herein are not intended to function as hyperlinks, and the information contained in our website and in the SEC’s website is not incorporated by
reference into this prospectus supplement and should not be considered to be part of this prospectus supplement.

 
 INFORMATION INCORPORATED BY REFERENCE

 
The SEC allows us to incorporate by reference into this prospectus supplement the information contained in other documents we file with the SEC, which means that we can
disclose important information to you by referring you to those documents. Any statement contained in any document incorporated or deemed to be incorporated by reference
herein shall be deemed to be modified or superseded, for purposes of this prospectus supplement, to the extent that a statement contained in or omitted from this prospectus
supplement, or in any other subsequently filed document that also is or is deemed to be incorporated by reference herein, modifies or supersedes such statement. Any such



statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of this prospectus supplement. This prospectus supplement
incorporates by reference our documents listed below and any future filings we make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act until all of the
securities are sold:

 
 ● Our Annual Report on Form 10-K for the fiscal year ended December 31, 2019, filed with the SEC on March 26, 2020.
   
 ● Our Definitive Proxy Statement on Schedule 14A, filed with the SEC on April 16, 2020;
   
 ● Our Quarterly Reports on Form 10-Q for the fiscal quarters ended March 31, 2020, June 30, 2020 and September 30, 2020, filed with the SEC on May 12, 2020,

August 11, 2020 and November 19, 2020, respectively;
   
 ● Our Current Reports on Form 8-K filed with the SEC on May 22, 2020, August 25, 2020, September 11, 2020, September 18, 2020, September 23, 2020,

September 30, 2020, October 26, 2020, November 16, 2020, December 14, 2020 (two reports), December 15, 2020, December 16, 2020, January 4, 2021,
January 7, 2021, and January 15, 2021.

   
 ● the description of the Company’s Common Stock contained in the Company’ Registration Statement on Form 8-A filed with the Securities and Exchange

Commission on October 25, 1996, including any amendment or report filed for the purpose of updating such description.
 

Notwithstanding the foregoing, we are not incorporating any document or portion thereof or information deemed to have been furnished and not filed in accordance with SEC
rules.

 
Documents incorporated by reference are available from us, without charge. You may obtain documents incorporated by reference in this prospectus supplement by requesting
them in writing or by telephone at the following address:

 
ProPhase Labs, Inc.
711 Stewart Ave.

Garden City, NY 11530
Attn: Corporate Secretary

Phone: (215) 345-0919
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PROSPECTUS

 
PROPHASE LABS, INC.

 
$75,000,000

 
COMMON STOCK

PREFERRED STOCK
WARRANTS

UNITS
 

This prospectus will allow us to issue, from time to time at prices and on terms to be determined at or prior to the time of the offering, up to $75,000,000 in aggregate
principal amount of our common stock, preferred stock, warrants and/or units in one or more offerings. We may offer these securities separately or together in units.

 
This prospectus describes the general terms of the securities we may offer and the general manner in which these securities will be offered. We will provide you with

the specific terms of any offering in one or more supplements to this prospectus. The prospectus supplements will specify the securities being offered and also the specific
manner in which the securities will be offered and may also supplement, update or amend information contained in this document. You should read this prospectus and any
prospectus supplement, as well as any documents incorporated by reference into this prospectus or any prospectus supplement, carefully before you invest.

 
Our securities may be sold directly by us to you, through agents designated from time to time or to or through underwriters or dealers. For additional information on

the methods of sale, you should refer to the section entitled “Plan of Distribution” in this prospectus and in the applicable prospectus supplement. If any underwriters or agents
are involved in the sale of our securities with respect to which this prospectus is being delivered, the names of such underwriters or agents and any applicable fees, commissions
or 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.

 
Our common stock is listed on the Nasdaq Capital Market, under the symbol “PRPH.” On June 22, 2018, the last reported sale price of our common stock on the

Nasdaq Capital Market was $2.99 per share.
 
As of June 22, 2018, the aggregate market value of our outstanding common stock held by non-affiliates was approximately $25.4 million, based on 11,534,571

shares of outstanding common stock, of which 8,479,851 shares were held by non-affiliates, and a per share price of $2.99 based on the closing sale price of our common stock
as of June 22, 2018. Pursuant to General Instruction I.B.6 of Form S-3, in no event will we sell securities pursuant to this prospectus with a value of more than one-third of the
aggregate market value of our common stock held by non-affiliates in any twelve-month period, so long as the aggregate market value of our common stock held by non-
affiliates is less than $75,000,000. In the event that subsequent to the date of this prospectus, the aggregate market value of our outstanding common stock held by non-affiliates
equals or exceeds $75,000,000, then the one-third limitation on sales shall not apply to additional sales made pursuant to this prospectus. We have not offered any securities
pursuant to General Instruction I.B.6 of Form S-3 during the twelve calendar months prior to and including the date of this prospectus.

 
Investing in our securities involves a high degree of risk. Before deciding whether to invest in our securities, you should consider carefully the risks that we

have described on page 2 of this prospectus under the caption “Risk Factors.” We may include specific risk factors in supplements to this prospectus under the
caption “Risk Factors.” This prospectus may not be used to sell our securities unless accompanied by 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 criminal offense.
 

The date of this prospectus is July 7, 2018
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 ABOUT THIS PROSPECTUS
 

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC, utilizing a “shelf” registration process. Under this
shelf registration process, we may offer shares of our common stock, preferred stock and/or warrants, either individually or in units, in one or more offerings, with a total value
of up to $75,000,000. 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 contain specific information about the terms of that offering.

 
This prospectus does not contain all of the information included in the registration statement. For a more complete understanding of the offering of the securities, you

should refer to the registration statement, including its exhibits. The prospectus supplement may also add, update or change information contained or incorporated by reference
in this prospectus. However, no prospectus supplement will offer a security that is not registered and described in this prospectus at the time of its effectiveness. This prospectus,
together with the applicable prospectus supplements and the documents incorporated by reference into this prospectus, includes all material information relating to the offering
of securities under this prospectus. You should carefully read this prospectus, the applicable prospectus supplement, the information and documents incorporated herein by
reference and the additional information under the heading “Where You Can Find More Information” before making an investment decision.

 
You should rely only on the information we have provided or incorporated by reference in this prospectus or any prospectus supplement. We have not authorized anyone to

provide you with information different from that contained or incorporated by reference in this prospectus. No dealer, salesperson or other person is authorized to give any
information or to represent anything not contained or incorporated by reference in this prospectus. You must not rely on any unauthorized information or representation. This
prospectus is an offer to sell only the securities offered hereby, but only under circumstances and in jurisdictions where it is lawful to do so. You should assume that the
information in this prospectus or any prospectus supplement is accurate only as of the date on the front of the document and that any information we have incorporated herein
by reference is accurate only as of the date of the document incorporated by reference, regardless of the time of delivery of this prospectus or any sale of a security.

 
We further note that the representations, warranties and covenants made by us in any agreement that is filed as an exhibit to any document that is incorporated by reference

in the accompanying prospectus were made solely for the benefit of the parties to such agreement, including, in some cases, for the purpose of allocating risk among the parties
to such agreements, and should not be deemed to be a representation, warranty or covenant to you. Moreover, such representations, warranties or covenants were accurate only
as of the date when made. Accordingly, such representations, warranties and covenants should not be relied on as accurately representing the current state of our affairs.

 
This prospectus may not be used to consummate sales of our securities, unless it is accompanied by a prospectus supplement. To the extent there are inconsistencies

between any prospectus supplement, this prospectus and any documents incorporated by reference, the document with the most recent date will control.
 
Unless the context otherwise requires, “ProPhase,” “the Company,” “we,” “us,” “our” and similar terms refer to ProPhase Labs, Inc.
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 PROSPECTUS SUMMARY
 

The following is a summary of what we believe to be the most important aspects of our business and the offering of our securities under this prospectus. We urge you to
read this entire prospectus, including the more detailed consolidated financial statements, notes to the consolidated financial statements and other information incorporated by
reference from our other filings with the SEC or included in any applicable prospectus supplement. Investing in our securities involves risks. Therefore, carefully consider the
risk factors set forth in any prospectus supplements and in our most recent annual and quarterly filings with the SEC, as well as other information in this prospectus and any
prospectus supplements and the documents incorporated by reference herein or therein, before purchasing our securities. Each of the risk factors could adversely affect our
business, operating results and financial condition, as well as adversely affect the value of an investment in our securities.

 
The Company
 

We are a vertically integrated and diversified branding, marketing and technology company with deep experience with over-the-counter, or OTC, consumer healthcare
products, dietary supplements and other remedies. We are engaged in the research, development, manufacture, distribution, marketing and sale of OTC consumer healthcare
products, dietary supplements and other remedies in the United States. This includes the development and marketing of dietary supplements under the TK Supplements® brand.

 
In August 2017, we formed ProPhase Digital Media, Inc., or PDM, a Delaware corporation and wholly-owned subsidiary. Our objective is for PDM to become an

independent full-service direct marketing agency. PDM’s first initiative will be to market the TK Supplements ® product line. If successful, this may lead to the marketing of



other companies’ consumer products.
 
In addition, we also continue to actively pursue acquisition opportunities for other companies, technologies and products within and outside the consumer products industry.
 

Contract Manufacturing Services
 

Our wholly-owned subsidiary, Pharmaloz Manufacturing Inc., or PMI, is a full service contract manufacturer and distributor of a broad range of non-GMO, organic and/or
natural-based cough drops and lozenges and OTC drug and dietary supplement products. Our manufacturing facility, which is located in Lebanon, Pennsylvania, is registered
with the U.S. Food and Drug Administration and is certified organic and kosher. PMI provides product development, pre-commercialization services, production, warehousing
and distribution services for its customers.

 
TK Supplements® Product Line
 

We are also pursuing a series of new product development, pre-commercialization, and market testing initiatives in the OTC dietary supplement category. The TK
Supplements® product line is comprised of three men’s health products: (i) Legendz XL® for sexual health, (ii) Triple Edge XL®, a daily energy booster plus testosterone
support, and (iii) Super ProstaFlow PlusTM for prostate and urinary health. We recently completed a broad series of clinical studies which support important product claims
which have now been incorporated in our product packaging and marketing communications. In addition to developing direct-to-consumer marketing strategies, we received
initial product acceptance into a national chain drug retailer and to several regional retailers of our Legendz XL® product during fiscal 2017.

 
Direct Marketing Services
 

In August 2017, we formed PDM, a Delaware corporation and wholly-owned subsidiary. Our objective is for PDM to become an independent full-service direct marketing
agency. PDM’s first initiative will be to market the TK Supplements® product line. If successful, this may lead to the marketing of other companies’ consumer products.

 
Corporate Information
 

We were initially organized in Nevada in July 1989. Effective June 18, 2015, we changed our state of incorporation from the State of Nevada to the State of Delaware. Our
principal executive offices are located at 621 N. Shady Retreat Road, Doylestown, Pennsylvania 18901 and our telephone number is 215-345-0919.
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 RISK FACTORS
 

Investing in our securities involves a high degree of risk. You should carefully consider the risks referenced below and described in the documents incorporated by
reference in this prospectus and any prospectus supplement, as well as other information we include or incorporate by reference into this prospectus and any applicable
prospectus supplement, before making an investment decision. Our business, financial condition or results of operations could be materially adversely affected by the
materialization of any of these risks. The trading price of our securities could decline due to the materialization of any of these risks, and you may lose all or part of your
investment. This prospectus and the documents incorporated herein by reference also contain forward-looking statements that involve risks and uncertainties. Actual results
could differ materially from those anticipated in these forward-looking statements as a result of certain factors, including the risks described in our period reports filed with the
SEC, which are incorporated by reference in this prospectus.
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 CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
 

This prospectus, including the documents that we incorporate by reference, may contain forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act.

 
Forward-looking statements in this prospectus and any accompanying prospectus supplement give our current expectations or forecasts of future events. You can identify

these statements by the fact that they do not relate strictly to historical or current facts. You can find many (but not all) of these statements by looking for words such as
“approximates,” “believes,” “hopes,” “expects,” “anticipates,” “estimates,” “projects,” “intends,” “plans,” “would,” “should,” “could,” “may” or other similar expressions in
this prospectus and any prospectus supplement. In particular, forward-looking statements include statements relating to future actions, prospective products and applications,
customers, technologies, future performance or future financial results. These forward-looking statements are subject to certain risks and uncertainties that could cause actual
results to differ materially from our historical experience and our present expectations or projections. Factors that could cause actual results to differ from those discussed in the
forward-looking statements include, but are not limited to:
 
 ● The ability of our management to successfully implement our business plan and strategy;
   
 ● Our ability to compete effectively, including our ability to maintain and increase our markets and/or market share in the markets in which we do business;
   
 ● Our ability to fund our operations including the cost and availability of capital and credit;
   
 ● Our ability to grow our manufacturing business and operate it profitably;
   
 ● Potential disruptions in our ability to manufacture our products and those of others or our access to raw materials;
   
 ● Our ability to successfully develop and commercialize our existing products and new products;
   
 ● Changes in our retail and distribution customers’ strategic business plans including, but not limited to, (i) expansions, mergers, and/or consolidations, (ii) retail shelf

space allocations for products within each outlet and in particular the healthcare category in which we compete, (iii) changes in their private label assortment and (iv)
product selections, distribution allocation, merchandising programs and retail pricing of our products as well as competitive products;

   
 ● The general financial and economic uncertainty, fluctuations in consumer confidence and the strength of the United States economy, and their impacts on our business

including demand for our products;
   
 ● Our ability to protect our proprietary rights;
   
 ● Our continued ability to comply with regulations relating to our current products and those we manufacture for others, any new products we develop, including our

ability to effectively respond to changes in laws and regulations or the interpretation thereof including changing market rules and evolving federal, state and regional
laws and regulations;



   
 ● Seasonal fluctuations in demand for products we manufacture at our manufacturing facility; and
   
 ● Our ability to attract, retain and motivate our key employees.

 
Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels of activity, performance or

achievements. The forward-looking statements are based upon management’s beliefs and assumptions and are made as of the date of this prospectus. We undertake no
obligation to publicly update or revise any forward-looking statements included in this prospectus to conform such statements to actual results or changes in our expectations,
except as otherwise required by law. You should not place undue reliance on these forward-looking statements.
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 USE OF PROCEEDS
 

We cannot assure you that we will receive any proceeds in connection with securities that may be offered pursuant to this prospectus. Unless otherwise indicated in the
applicable prospectus supplement, we intend to use any net proceeds from the sale of securities under this prospectus for our operations and for other general corporate purposes,
including, but not limited to, our internal research and development programs, general working capital and possible future acquisitions. We have not determined the amounts
we plan to spend on any of the areas listed above or the timing of these expenditures. As a result, our management will have broad discretion to allocate the net proceeds, if any,
we receive in connection with securities offered pursuant to this prospectus for any purpose. Pending application of the net proceeds as described above, we may initially invest
the net proceeds in short-term, investment-grade, interest-bearing securities or apply them to the reduction of short-term indebtedness.
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 DESCRIPTION OF CAPITAL STOCK
 

General
 

Our authorized capital stock consists of 51,000,000 shares, all with a par value of $0.0005 per share, 50,000,000 of which are designated as common stock and 1,000,000
of which are designated as preferred stock.

 
The following description of our capital stock and certain provisions of our Certificate of Incorporation and our Amended and Restated Bylaws, or Bylaws, are summaries

and are qualified by reference to our Certificate of Incorporation and our Bylaws.
 
As of June 22, 2018, we had 11,534,571 shares of our common stock outstanding and zero shares of preferred stock outstanding. As of June 22, 2018, we also had

outstanding options to acquire 2,819,500 shares of our common stock, having a weighted-average exercise price of $2.00 per share.
 

Common Stock
 

The holders of our common stock are entitled to one vote per share on all matters to be voted upon by the stockholders, except on matters relating solely to terms of
preferred stock. Subject to preferences that may be applicable to any outstanding preferred stock, the holders of common stock will be entitled to receive ratably such dividends,
if any, as may be declared from time to time by the board of directors out of funds legally available therefor. In the event of our liquidation, dissolution or winding up, the
holders of our common stock will be entitled to share ratably in all assets remaining after payment of liabilities, subject to prior distribution rights of preferred stock, if any, then
outstanding. The holders of our common stock will have no preemptive or conversion rights or other subscription rights. There will be no redemption or sinking fund provisions
applicable to our common stock.

 
Preferred Stock
 

Pursuant to the terms of our Certificate of Incorporation, our board of directors has the authority to issue preferred stock in one or more series and to fix the number of
shares constituting such series and the designation of such series, the voting powers, if any, of the shares of such series, and the preferences and relative participating, optional or
other special rights, if any, and any qualifications, limitations or restrictions thereof, of the shares of such series, without further vote or action by the stockholders. Although we
have no present plans to issue any shares of preferred stock, the issuance of shares of preferred stock, could decrease the amount of earnings and assets available for distribution
to the holders of common stock, could adversely affect the rights and powers, including voting rights, of the common stock, and could have the effect of delaying, deterring or
preventing a change of control of us or an unsolicited acquisition proposal.

 
Anti-Takeover Effects of Delaware Law and Our Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws
 

The provisions of Delaware law and our Certificate of Incorporation and Bylaws, could discourage or make it more difficult to accomplish a proxy contest or other change
in our management or the acquisition of control by a holder of a substantial amount of our voting stock. It is possible that these provisions could make it more difficult to
accomplish, or could deter, transactions that stockholders may otherwise consider to be in their best interests or in our best interests. These provisions are intended to enhance
the likelihood of continuity and stability in the composition of our board of directors and in the policies formulated by the board of directors and to discourage certain types of
transactions that may involve an actual or threatened change of our control. These provisions are designed to reduce our vulnerability to an unsolicited acquisition proposal and
to discourage certain tactics that may be used in proxy fights. Such provisions also may have the effect of preventing changes in our management.
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Delaware Statutory Business Combinations Provision. We are subject to the anti-takeover provisions of Section 203 of the Delaware General Corporation Law, or the
DGCL. Section 203 prohibits a publicly-held Delaware corporation from engaging in a “business combination” with an “interested stockholder” for a period of three years after
the date of the transaction in which the person became an interested stockholder, unless the business combination is, or the transaction in which the person became an interested
stockholder was, approved in a prescribed manner or another prescribed exception applies. For purposes of Section 203, a “business combination” is defined broadly to include
a merger, asset sale or other transaction resulting in a financial benefit to the interested stockholder, and, subject to certain exceptions, an “interested stockholder” is a person
who, together with his or her affiliates and associates, owns, or within three years prior, did own, 15% or more of the corporation’s voting stock.

 
Blank-Check Preferred Stock. Our board of directors is authorized to issue, without stockholder approval, preferred stock, the rights of which will be determined at the

discretion of the board of directors and that, if issued, could operate as a “poison pill” to dilute the stock ownership of a potential hostile acquirer to prevent an acquisition that
our board of directors does not approve.

 
Special Meetings of Stockholders. Special meetings of the stockholders may be called at any time only by the Chairman of the board of directors or the board of directors,

subject to the rights of the holders of any series of preferred stock then outstanding.
 
No Written Consent of Stockholders. Our Bylaws provide that all stockholder actions are required to be taken by a vote of the stockholders at an annual or special meeting,



and that stockholders may not take any action by written consent in lieu of a meeting.
 
Advance Notice Provisions for Stockholder Proposals and Stockholder Nominations of Directors. Our Bylaws provide that, for nominations to the board of directors or for

other business to be properly brought by a stockholder before a meeting of stockholders, the stockholder must first have given timely notice of the proposal in writing to our
Secretary. For an annual meeting, a stockholder’s notice generally must be delivered not less than 90 days or more than 120 days prior to the anniversary of the previous year’s
annual meeting.

 
Election and Removal of Directors. Except as may otherwise be provided by the DGCL, any director or the entire board of directors may be removed, with or without

cause, at an annual meeting or a special meeting called for that purpose, by the affirmative vote of the holders of a majority of the shares then entitled to vote at an election of
directors. Vacancies on our board of directors resulting from the removal of directors and newly created directorships resulting from any increase in the number of directors
may be filled solely by the affirmative vote of a majority of the remaining directors then in office. This system of electing and removing directors may discourage a third party
from making a tender offer or otherwise attempting to obtain control of us, because it generally makes it more difficult for stockholders to replace a majority of our directors.
Our Certificate of Incorporation and Bylaws do not provide for cumulative voting in the election of directors.

 
Exclusive Jurisdiction. Our Bylaws provide that, unless we consent in writing to the selection of an alternative forum, the Court of Chancery of the State of Delaware shall

be the sole and exclusive forum for (i) any derivative action or proceeding brought on behalf of the Company, (ii) any action asserting a claim of breach of a fiduciary duty owed
by any director, officer or other employee of the Company to the Company or the Company’s stockholders, (iii) any action asserting a claim arising pursuant to any provision of
the DGCL, the Certificate of Incorporation or the Bylaws, or (iv) any action asserting a claim against the Company governed by the internal affairs doctrine.”

 
Transfer Agent and Registrar
 

The transfer agent and registrar for our common stock is American Stock Transfer & Trust Company, LLC.
 

Stock Market Listing
 

Our common stock is listed on The Nasdaq Capital Market under the symbol “PRPH.”
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 DESCRIPTION OF WARRANTS
 

General
 

We may issue warrants to purchase shares of our common stock and/or preferred stock. We may offer warrants separately or together with one or more additional warrants,
common stock, or preferred stock, or any combination of those securities in the form of units, as described in the applicable prospectus supplement. Each series of warrants will
be issued under a separate warrant agreement to be entered into between us and a bank or trust company, as warrant agent. The warrant agent will act solely as our agent in
connection with the certificates relating to the rights of the series of certificates and will not assume any obligation or relationship of agency or trust for or with any holders of
rights certificates or beneficial owners of rights. The following description sets forth certain general terms and provisions of the rights to which any prospectus supplement may
relate. The particular terms of the warrant to which any prospectus supplement may relate and the extent, if any, to which the general provisions may apply to the rights so
offered will be described in the applicable prospectus supplement. To the extent that any particular terms of the warrant, warrant agreement or warrant certificates described in a
prospectus supplement differ from any of the terms described below, then the terms described below will be deemed to have been superseded by that prospectus supplement.
We encourage you to read the applicable warrant agreement and warrant certificate for additional information before you decide whether to purchase any of our rights.

 
We will provide in a prospectus supplement the following terms of the warrants being issued:
 

 ● the specific designation and aggregate number of, and the price at which we will issue, the warrants;
   
 ● the currency or currency units in which the offering price, if any, and the exercise price are payable;
   
 ● the designation, amount and terms of the securities purchasable upon exercise of the warrants;
   
 ● if applicable, the exercise price for shares of our common stock and the number of shares of common stock to be received upon exercise of the warrants;
   
 ● if applicable, the exercise price for shares of our preferred stock, the number of shares of preferred stock to be received upon exercise, and a description of that series of

our preferred stock;
   
 ● the date on which the right to exercise the warrants will begin and the date on which that right will expire or, if you may not continuously exercise the warrants

throughout that period, the specific date or dates on which you may exercise the warrants;
   
 ● whether the warrants will be issued in fully registered form or bearer form, in definitive or global form or in any combination of these forms, although, in any case, the

form of a warrant included in a unit will correspond to the form of the unit and of any security included in that unit;
   
 ● any applicable material U.S. federal income tax consequences;
   
 ● the identity of the warrant agent for the warrants and of any other depositaries, execution or paying agents, transfer agents, registrars or other agents;
   
 ● the proposed listing, if any, of the warrants or any securities purchasable upon exercise of the warrants on any securities exchange;
   
 ● if applicable, the date from and after which the warrants and the common stock and/or preferred stock will be separately transferable;
   
 ● if applicable, the minimum or maximum amount of the warrants that may be exercised at any one time;
   
 ● information with respect to book-entry procedures, if any;
   
 ● the anti-dilution provisions of the warrants, if any;
   
 ● any redemption or call provisions;
   
 ● whether the warrants may be sold separately or with other securities as parts of units; and
   
 ● any additional terms of the warrants, including terms, procedures and limitations relating to the exchange and exercise of the warrants.
 
Warrant Agent



 
The warrant agent for any warrants we offer will be set forth in the applicable prospectus supplement.
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 DESCRIPTION OF UNITS
 

The following description, together with the additional information that we include in any applicable prospectus supplements summarizes the material terms and provisions
of the units that we may offer under this prospectus. While the terms we have summarized below will apply generally to any units that we may offer under this prospectus, we
will describe the particular terms of any series of units in more detail in the applicable prospectus supplement. The terms of any units offered under a prospectus supplement
may differ from the terms described below.

 
We will incorporate by reference from reports that we file with the SEC, the form of unit agreement that describes the terms of the series of units we are offering, and any

supplemental agreements, before the issuance of the related series of units. The following summaries of material terms and provisions of the units are subject to, and qualified in
their entirety by reference to, all the provisions of the unit agreement and any supplemental agreements applicable to a particular series of units. We urge you to read the
applicable prospectus supplements related to the particular series of units that we may offer under this prospectus, and the complete unit agreement and any supplemental
agreements that contain the terms of the units.

 
General
 

We may issue units consisting of common stock, preferred stock and/or warrants for the purchase of common stock or preferred stock in one or more series, in any
combination. Each unit will be issued so that the holder of the unit is also the holder of each security included in the unit. Thus, the holder of a unit will have the rights and
obligations of a holder of each security included in the unit. The unit agreement under which a unit is issued may provide that the securities included in the unit may not be held
or transferred separately, at any time or at any time before a specified date.

 
We will describe in the applicable prospectus supplement the terms of the series of units being offered, including:
 

 ● the designation and terms of the units and of the securities comprising the units, including whether and under what circumstances those securities may be held or
transferred separately;

   
 ● any provisions of the governing unit agreement;
   
 ● the price or prices at which such units will be issued;
   
 ● the applicable United States federal income tax considerations relating to the units; and
   
 ● any provisions for the issuance, payment, settlement, transfer or exchange of the units or of the securities comprising the units.

 
The provisions described in this section, as well as those set forth in any prospectus supplement or as described under “Description of Capital Stock” and “Description of

Warrants” will apply to each unit, as applicable, and to any common stock, preferred stock or warrant included in each unit, as applicable.
 

Unit Agent
 

The name and address of the unit agent for any units we offer will be set forth in the applicable prospectus supplement.
 

Issuance in Series
 

We may issue units in such amounts and in such numerous distinct series as we determine.
 

Enforceability of Rights by Holders of Units
 

Each unit agent will act solely as our agent under the applicable unit agreement and will not assume any obligation or relationship of agency or trust with any holder of any
unit. A single bank or trust company may act as unit agent for more than one series of units. A unit agent will have no duty or responsibility in case of any default by us under
the applicable unit agreement or unit, including any duty or responsibility to initiate any proceedings at law or otherwise, or to make any demand upon us. Any holder of a unit
may, without the consent of the related unit agent or the holder of any other unit, enforce by appropriate legal action its rights as holder under any security included in the unit.
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 PLAN OF DISTRIBUTION
 
General Plan of Distribution
 

We may offer securities under this prospectus from time to time pursuant to underwritten public offerings, negotiated transactions, block trades or a combination of these
methods. We may sell the securities (1) through underwriters or dealers, (2) through agents or (3) directly to one or more purchasers, or through a combination of such methods.
We may distribute the securities from time to time in one or more transactions at:

 
 ● a fixed price or prices, which may be changed from time to time;
   
 ● market prices prevailing at the time of sale;
   
 ● prices related to the prevailing market prices; or

   
 ● negotiated prices.

 
We may directly solicit offers to purchase the securities being offered by this prospectus. We may also designate agents to solicit offers to purchase the securities from time

to time. We will name in a prospectus supplement any underwriter or agent involved in the offer or sale of the securities.
 
If we utilize a dealer in the sale of the securities being offered by this prospectus, we will sell the securities to the dealer, as principal. The dealer may then resell the

securities to the public at varying prices to be determined by the dealer at the time of resale.
 
If we utilize an underwriter in the sale of the securities being offered by this prospectus, we will execute an underwriting agreement with the underwriter at the time of sale,



and we will provide the name of any underwriter in the prospectus supplement which the underwriter will use to make re-sales of the securities to the public. In connection with
the sale of the securities, we, or the purchasers of the securities for whom the underwriter may act as agent, may compensate the underwriter in the form of underwriting
discounts or commissions. The underwriter may sell the securities to or through dealers, and the underwriter may compensate those dealers in the form of discounts, concessions
or commissions.

 
With respect to underwritten public offerings, negotiated transactions and block trades, we will provide in the applicable prospectus supplement information regarding any

compensation we pay to underwriters, dealers or agents in connection with the offering of the securities, and any discounts, concessions or commissions allowed by underwriters
to participating dealers. Underwriters, dealers and agents participating in the distribution of the securities may be deemed to be underwriters within the meaning of the Securities
Act, and any discounts and commissions received by them and any profit realized by them on resale of the securities may be deemed to be underwriting discounts and
commissions. We may enter into agreements to indemnify underwriters, dealers and agents against civil liabilities, including liabilities under the Securities Act, or to contribute
to payments they may be required to make in respect thereof.

 
If so indicated in the applicable prospectus supplement, we will authorize underwriters or other persons acting as our agents to solicit offers by certain institutions to

purchase securities from us pursuant to delayed delivery contracts providing for payment and delivery on the date stated in the prospectus supplement. Each contract will be for
an amount not less than, and the aggregate amount of securities sold pursuant to such contracts shall not be less nor more than, the respective amounts stated in the prospectus
supplement. Institutions with whom the contracts, when authorized, may be made include commercial and savings banks, insurance companies, pension funds, investment
companies, educational and charitable institutions and other institutions, but shall in all cases be subject to our approval. Delayed delivery contracts will not be subject to any
conditions except that:

 
 ● the purchase by an institution of the securities covered under that contract shall not at the time of delivery be prohibited under the laws of the jurisdiction to which that

institution is subject; and
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 ● if the securities are also being sold to underwriters acting as principals for their own account, the underwriters shall have purchased such securities not sold for delayed

delivery. The underwriters and other persons acting as our agents will not have any responsibility in respect of the validity or performance of delayed delivery contracts.
 

Shares of our common stock sold pursuant to the registration statement of which this prospectus is a part will be authorized for quotation and trading on the Nasdaq Capital
Market. The applicable prospectus supplement will contain information, where applicable, as to any other listing, if any, on the Nasdaq Capital Market or any securities market
or other securities exchange of the securities covered by the prospectus supplement. We can make no assurance as to the liquidity of or the existence of trading markets for any
of the securities.

 
In order to facilitate the offering of the securities, certain persons participating in the offering may engage in transactions that stabilize, maintain or otherwise affect the

price of the securities. This may include over-allotments or short sales of the securities, which involve the sale by persons participating in the offering of more securities than we
sold to them. In these circumstances, these persons would cover such over-allotments or short positions by making purchases in the open market or by exercising their over-
allotment option. In addition, these persons may stabilize or maintain the price of the securities by bidding for or purchasing the applicable security in the open market or by
imposing penalty bids, whereby selling concessions allowed to dealers participating in the offering may be reclaimed if the securities sold by them are repurchased in connection
with stabilization transactions. The effect of these transactions may be to stabilize or maintain the market price of the securities at a level above that which might otherwise
prevail in the open market. These transactions may be discontinued at any time.

 
In compliance with the guidelines of the Financial Industry Regulatory Authority, Inc., or FINRA, the maximum consideration or discount to be received by any FINRA

member or independent broker dealer may not exceed 8% of the aggregate amount of the securities offered pursuant to this prospectus and any applicable prospectus
supplement.

 
The underwriters, dealers and agents may engage in other transactions with us, or perform other services for us, in the ordinary course of their business.
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 LEGAL MATTERS
 

Reed Smith LLP, New York, New York, will pass upon the validity of the issuance of the securities to be offered by this prospectus.
 

 EXPERTS
 

The consolidated balance sheets of ProPhase Labs, Inc. and Subsidiaries as of December 31, 2017 and 2016, and the related consolidated statements of operations and
other comprehensive income (loss), stockholders’ equity, and cash flows for each of the years in the three-year period ended December 31, 2017, have been audited by
EisnerAmper LLP, independent registered public accounting firm, as stated in their report which is incorporated herein by reference. Such financial statements have been
incorporated herein by reference in reliance on the report of such firm given upon their authority as experts in accounting and auditing.

 
 WHERE YOU CAN FIND MORE INFORMATION

 
We are a reporting company and file annual, quarterly and current reports, proxy statements and other information with the SEC. We have filed with the SEC a registration

statement on Form S-3 under the Securities Act with respect to the securities we are offering under this prospectus. This prospectus does not contain all of the information set
forth in the registration statement and the exhibits to the registration statement. For further information with respect to us and the securities offered under this prospectus, we
refer you to the registration statement and the exhibits filed as a part of the registration statement. You may read and copy the registration statement, as well as our reports,
proxy statements and other information, at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for more
information about the operation of the public reference room. The SEC also maintains an Internet site that contains reports, proxy and information statements and other
information regarding issuers that file electronically with the SEC, including ProPhase Labs, Inc. The SEC’s Internet site can be found at www.sec.gov. We maintain a website
at www.prophaselabs.com. Information found on, or accessible through, our website is not a part of, and is not incorporated into, this prospectus, and you should not consider it
part of this prospectus.

 
 INCORPORATION OF INFORMATION BY REFERENCE

 
The SEC allows us to “incorporate by reference” information that we file with them. Incorporation by reference allows us to disclose important information to you by

referring you to those other documents. The information incorporated by reference is an important part of this prospectus, and information that we file later with the SEC will
automatically update and supersede this information. This prospectus omits certain information contained in the registration statement, as permitted by the SEC. You should
refer to the registration statement and any prospectus supplement filed hereafter, including the exhibits, for further information about us and the securities we may offer
pursuant to this prospectus. Statements in this prospectus regarding the provisions of certain documents filed with, or incorporated by reference in, the registration statement are
not necessarily complete and each statement is qualified in all respects by that reference. Copies of all or any part of the registration statement, including the documents
incorporated by reference or the exhibits, may be obtained upon payment of the prescribed rates at the offices of the SEC listed above in “Where You Can Find More
Information.” The documents we are incorporating by reference are:



 
 ● our Annual Report on Form 10-K for the fiscal year ended December 31, 2017 filed on March 28, 2018;
   
 ● our Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2018, filed on May 15, 2018;
   
 ● our Current Reports on Form 8-K filed on February 21, 2018, April 16, 2018, May 8, 2018 and May 24, 2018; and
   
 ● the description of the Company’s Common Stock contained in the Company’ Registration Statement on Form 8-A filed with the Securities and Exchange Commission on

September 25, 1996, including any amendment or report filed for the purpose of updating such description
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In addition, all documents that the Company files pursuant to Sections 13(a), 13(c), 14 and 15(d) of the Exchange Act, subsequent to the filing of this Registration
Statement and prior to the filing of a post-effective amendment which indicates that all securities offered hereby have been sold or which deregisters all securities then
remaining unsold, shall be deemed to be incorporated by reference into this Registration Statement and to be a part hereof from the date of filing of such documents, except as
to any document or portion of any document that is deemed furnished and not filed.

 
Pursuant to Rule 412 under the Securities Act, any statement contained in the documents incorporated or deemed to be incorporated by reference in this Registration

Statement shall be deemed to be modified, superseded or replaced for purposes of this Registration Statement to the extent that a statement contained herein or in any other
subsequently filed document which also is incorporated or deemed to be incorporated by reference in this Registration Statement modifies, supersedes or replaces such
statement. Any such statement so modified, superseded or replaced shall not be deemed, except as so modified, superseded or replaced, to constitute a part of this Registration
Statement.
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