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PROSPECTUS SUPPLEMENT
(to Prospectus dated August 26, 2016)

1,666,667 Shares
 

Common Stock
 

 

IRIDEX Corporation is offering 1,666,667 shares of our common stock pursuant to this prospectus supplement and the accompanying prospectus.

Our common stock is listed on The Nasdaq Global Market under the symbol “IRIX.” On September 13, 2018, the last reported sale price of our
common stock on The Nasdaq Global Market was $7.75 per share.
 

 

Investing in our common stock involves a high degree of risk. Please read “Risk Factors” beginning on page S-6 of this prospectus
supplement and page 4 of the accompanying prospectus, as well as the documents incorporated by reference in this prospectus supplement.
 

   
Per

Share    Total  
Public offering price   $6.00   $10,000,002 
Underwriting discounts and commissions(1)   $0.36   $ 600,000 
Proceeds to IRIDEX, before expenses   $5.64   $ 9,400,002 

 
(1) In addition, we have agreed to reimburse the underwriters for certain expenses. See “Underwriting” on page S-37 of this prospectus supplement

for additional information.

We have granted the underwriters an option exercisable one or more times at any time or from time to time, in whole or in part, for a period of 30
days from the date of this prospectus supplement to purchase up to an additional 250,000 shares of our common stock, less underwriting discounts and
commissions, solely to cover overallotments, if any.

Delivery of the common stock is expected to be made on or about September 18, 2018.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.
 

 

Sole Bookrunning Manager

Stifel
Lead Manager

Roth Capital Partners
 

 

Prospectus Supplement dated September 13, 2018.
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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. IRIDEX has not and the
underwriters 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. The distribution of this prospectus supplement and the offering of the common stock in certain
jurisdictions may be restricted by law. Persons outside the United States who come into possession of this prospectus supplement must inform
themselves about, and observe any restrictions relating to, the offering of the common stock and the distribution of this prospectus supplement
outside the United States. This prospectus supplement does not constitute, and may not be used in connection with, an offer to sell, or a
solicitation of an offer to buy, any securities
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offered by this prospectus supplement by any person in any jurisdiction in which it is unlawful for such person to make such an offer or
solicitation.

You should assume that the information appearing 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 “Where You Can Find More Information” and “Incorporation of Certain Information by Reference.”
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About This Prospectus Supplement

This document consists of two parts. The first part is the prospectus supplement, which describes the specific terms of the securities being offered
and also adds to and updates information contained in the accompanying prospectus dated August 26, 2016 and the documents incorporated by reference
therein. The second part, the accompanying prospectus, including the documents incorporated by reference, provides more general information, some of
which may not apply to this offering of securities. Generally, when we refer to this prospectus, we are referring to both parts of this document combined.
We urge you to carefully read this prospectus supplement, the accompanying prospectus, and the documents incorporated herein and therein, or any
issuer free writing prospectus before buying any of the securities being offered under this prospectus supplement. To the extent there is a conflict
between the information contained in this prospectus supplement, on the one hand, and the information contained in the accompanying prospectus or in
any document incorporated by reference that was filed with the Securities and Exchange Commission, or SEC, before the date of this prospectus
supplement, on the other hand, you should rely on the information in this prospectus supplement. If any statement in one of these documents is
inconsistent with a statement in another document having a later date – for example, a document incorporated by reference in the accompanying
prospectus – the statement in the document having the later date modifies or supersedes the earlier statement.

Unless the context requires otherwise, references in this prospectus supplement and the accompanying prospectus to “IRIDEX,” “the company,”
“we,” “us” and “our” refer to IRIDEX Corporation.

This prospectus supplement and the accompanying prospectus are part of a registration statement on Form S-3 that we filed on August 12, 2016,
with the SEC using a “shelf” registration process with respect to up to $50,000,000 in securities that may be sold by IRIDEX thereunder. The shelf
registration statement was declared effective by the SEC on August 26, 2016.

Under the shelf registration process, we may offer and sell any combination of securities described in the accompanying prospectus in one or more
offerings. The accompanying prospectus provides you with a general description of the securities we may offer. The purpose of this prospectus
supplement is to provide supplemental information regarding us in connection with this offering of common stock.
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Prospectus Supplement Summary

This summary highlights selected information contained elsewhere or incorporated by reference in this prospectus supplement and the
accompanying prospectus. This summary does not contain all the information you should consider before investing in our common stock. You
should read and consider carefully the more detailed information in this prospectus supplement and the accompanying prospectus, including the
factors described under the heading “Risk Factors” in this prospectus supplement and the financial and other information incorporated by
reference in this prospectus supplement and the accompanying prospectus, as well as the information included in any free writing prospectus that
we have authorized for use in connection with this offering, before making a decision to invest in our common stock, including our Annual Report
on Form 10-K filed for the year ended December 30, 2017 on March 14, 2018 and our Quarterly Reports on Form 10-Q for the quarters ended
March 31, 2018 and June 30, 2018 filed on May 8, 2018 and August 8, 2018, respectively. Unless otherwise stated, all information in this summary
is as of June 30, 2018.

Company Overview

IRIDEX Corporation is a leading worldwide provider of therapeutic-based laser consoles, delivery devices and consumable instrumentation
used to treat sight-threatening eye diseases in ophthalmology. Certain of our products are powered by our differentiated MicroPulse technology,
which is a method of delivering laser energy using a mode which chops the continuous wave laser beam into short, microsecond-long laser pulses.
Our products are sold in the United States predominantly through a direct sales force and internationally through independent distributors.

Our products consist of laser consoles, delivery devices and consumable instrumentation, including laser probes, and are used in the treatment
of serious eye diseases, including glaucoma and retinal diseases. Our laser consoles consist of the following product lines:
 

 •  Glaucoma – This product line includes our Cyclo G6 laser system used for the treatment of glaucoma;
 

 •  Medical Retina – Our medical retina product line includes our IQ 532 and IQ 577 laser photocoagulation systems, which are used for
the treatment of diabetic macular edema and other retinal diseases; and

 

 
•  Surgical Retina – Our surgical retina line of products includes our OcuLight TX, OcuLight SL, OcuLight SLx, OcuLight GL and

OcuLight GLx laser photocoagulation systems. These systems are often used in vitrectomy procedures, which can be used to treat
retinal diseases such as proliferative diabetic retinopathy, macular holes, retinal tears and retinal detachments.

Our business generates recurring revenues through sales of consumable products, predominantly single-use laser probe devices and other
instrumentation, as well as repair, servicing and extended service contracts for our laser systems. Our laser probes consist of the following product
lines:
 

 •  Glaucoma – Probes used in our glaucoma product line include our patented MicroPulse P3 (“MP3”) probe and G-Probe; and
 

 •  Surgical Retina – Our surgical retina probes include our EndoProbe family of products used in vitrectomy procedures.

Ophthalmologists typically use our laser systems in hospital operating rooms (“ORs”) and ambulatory surgical centers (“ASCs”), as well as
their offices and clinics. In the ORs and ASCs, ophthalmologists use our laser systems with either an indirect laser ophthalmoscope or a
consumable, single use MP3 probe, G-Probe or EndoProbe.
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Market Opportunity

The Company estimates that:
 

 •  there are 100 million people worldwide with diabetes-related eye disease;
 

 •  the G6 has a target installed base opportunity of 5,000 systems in the United States and approximately the same number outside the
United States for a total global installed based opportunity of 10,000 systems;

 

 •  there are 5 million patients globally using multiple eye drop medications for the treatment of glaucoma;
 

 •  there is an opportunity to treat glaucoma patients 4-6 times with G6 probes during their lifetime; and
 

 •  the G6 probe target market opportunity is over $1 billion.

Clinical Study Data

The following clinical results were observed in a study called “Long-term Efficacy of Micropulse Diode Transscleral Cyclophotocoagulation
in the Treatment of Refractory Glaucoma” by investigators at the National University Health System, or NUHS, which involved data from 14
patients treated using the MP3 probe over 78 months:
 

 •  39% mean intraocular pressure reduction from 43.3 to 24.8 millimeters of Mercury, or mmHg;
 

 •  reduction in eyedrops from a mean of 1.8 to 1.1; and
 

 •  average number of treatments was 3.6.

Corporate Information

IRIDEX Corporation was incorporated in California in February 1989 as IRIS Medical Instruments, Inc. In January 1996, we changed our
name to IRIDEX Corporation and reincorporated in Delaware. Our executive offices are located at 1212 Terra Bella Avenue, Mountain View,
California 94043-1824, and our telephone number is (650) 940-4700. We can also be reached at our website at www.IRIDEX.com. Any
information on, or that can be accessed through, our website and social media channels is not part of this prospectus.

IRIDEX, the IRIDEX logo, IRIS Medical, MicroPulse, OcuLight, SmartKey, and EndoProbe are our registered trademarks. G-Probe,
DioPexy, DioVet, TruFocus, TrueCW, IQ 577, IQ 532, Cyclo G6, TxCell, OtoProbe, Symphony, EasyFit, Endoview, MoistAir and GreenTip
product names are our trademarks. All other trademarks or trade names appearing in this prospectus or incorporated by reference herein are the
property of their respective owners.
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The Offering
 
Common stock offered by us 1,666,667 shares
 
Common stock to be outstanding after this offering 13,330,505 shares (excluding any shares of our common stock that may be acquired by the

underwriters upon exercise of their overallotment option)
 
Underwriters’ option to purchase additional shares of
common stock from us

We have granted the underwriters the option, exercisable for 30 days from the date of this
prospectus supplement, to purchase up to 250,000 additional shares of our common stock
at the public offering price, less underwriting discounts and commissions

 
Use of proceeds We expect to use the net proceeds from this offering for working capital and other general

corporate purposes. We may also use a portion of the net proceeds for licensing or
acquiring intellectual property or technologies to incorporate in our products, capital
expenditures, to fund possible investments in and acquisitions of complementary
businesses, partnerships, minority investments or to repay indebtedness. See “Use of
Proceeds.”

 
Nasdaq Global Market Listing Our common stock is listed on The Nasdaq Global Market under the symbol “IRIX.”
 
Risk factors Investing in our securities involves a high degree of risk. See “Risk Factors” beginning on

page S-6 of this prospectus supplement and beginning on page 24 of our Quarterly Report
on Form 10-Q for the period ended June 30, 2018, which Quarterly Report is incorporated
herein by reference into this prospectus supplement and accompanying prospectus.

 
Transfer agent and registrar Computershare Trust Company, N.A.

The number of shares of common stock to be outstanding immediately after this offering is based on 11,663,838 shares outstanding as of
June 30, 2018 and excludes as of this date:
 

 •  890,323 shares of common stock issuable upon the exercise of options outstanding at a weighted average exercise price of $9.17 per
share;

 

 •  328,771 outstanding restricted stock units (“RSUs”); and
 

 •  1,085,708 shares of common stock available for future issuance under our Amended and Restated 2008 Equity Incentive Plan.

Except as otherwise indicated, all information in this prospectus assumes no exercise by the underwriters of their overallotment option and
assumes no exercise of outstanding stock options or vesting of RSUs subsequent to June 30, 2018.
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Summary Financial Data

The table below presents financial data for the periods indicated. The summary consolidated statements of operations data for the years ended
December 30, 2017, December 31, 2016 and January 2, 2016 are derived from our audited financial statements and related notes for those periods
that are incorporated by reference in this prospectus supplement and accompanying prospectus. The summary unaudited consolidated statements of
operations data for the six months ended June 30, 2018 and July 1, 2017 and the unaudited consolidated balance sheet data as of June 30, 2018 are
derived from our unaudited interim condensed consolidated financial statements incorporated by reference into this prospectus supplement and
accompanying prospectus. In the opinion of management, such unaudited interim financial data contains all adjustments necessary for the fair
statement of our financial position and results of operations as of and for such periods. Historical results are not necessarily indicative of results
that may be expected or attained for future periods, and our results for any interim periods are not necessarily indicative of the results to be
expected for a full fiscal year.

The following information is only a summary. You should read this data in conjunction with our historical financial statements and related
notes and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” contained in our Annual Report filed on
Form 10-K, Quarterly Reports filed on Form 10-Q and other information on file with the SEC that is incorporated by reference in this prospectus
supplement and the accompanying prospectus. For more details on how you can obtain our SEC reports and other information, you should read the
section of this prospectus supplement entitled “Where You Can Find More Information.”

Consolidated Statements of Operations Data:
 
   Fiscal Year Ended   Six Months Ended  

   
December 30,

2017   
December 31,

2016   
January 2,

2016   
June 30,

2018   
July 1,
2017  

            (Unaudited)  
   (in thousands, except share and per share data)  
Total revenues   $ 41,593  $ 46,158  $ 41,757  $19,813  $20,485 
Cost of revenues    26,090   25,319   21,804   11,623   11,525 

    
 

   
 

   
 

   
 

   
 

Gross profit    15,503   20,839   19,953   8,190   8,960 
    

 
   

 
   

 
   

 
   

 

Operating expenses:       
Research and development    5,730   5,365   5,214   2,005   2,708 
Sales and marketing    14,541   10,281   8,901   8,218   6,577 
General and administrative    8,260   7,638   5,550   4,866   4,274 
Gain on sale of intellectual property    (175)   —     —     —     —   
Impairment of long-lived assets    35   120   —     —     —   

Total operating expenses    28,391   23,404   19,665   15,089   13,559 
    

 

   

 

   

 

   

 

   

 

Loss (income ) from operations    (12,888)   (2,565)   288   (6,899)   (4,599) 
Other (expense) income, net    (107)   (91)   3   24   (3) 

    
 

   
 

   
 

   
 

   
 

(Loss) income from operations before (benefit from) provision for income
tax    (12,995)   (2,656)   291   (6,875)   (4,602) 

(Benefit from) provision for income taxes    (128)   9,057   (183)   8   14 
    

 
   

 
   

 
   

 
   

 

Net (loss) income   $ (12,867)  $ (11,713)  $ 474  $ (6,883)  $ (4,616) 
    

 

   

 

   

 

   

 

   

 

Net (loss) income per share:       
Basic   $ (1.11)  $ (1.15)  $ 0.05  $ (0.59)  $ 0.40 

    

 

   

 

   

 

   

 

   

 

Diluted   $ (1.11)  $ (1.15)  $ 0.05  $ (0.59)  $ 0.40 
    

 

   

 

   

 

   

 

   

 

Weighted average shares used in computing net (loss) income per common
share:       

Basic    11,555   10,173   9,962   11,636   11,532 
    

 

   

 

   

 

   

 

   

 

Diluted    11,555   10,173   10,128   11,636   11,532 
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Consolidated Balance Sheet Data:
 

   As of  

   
December 30,

2017    
December 31,

2016    
June 30,

2018  
           (Unaudited) 
   (in thousands)  
Cash and cash equivalents   $ 21,707    23,747   $ 16,045 
Total assets    41,646    48,144    35,143 
Deferred revenue    2,520    1,383    2,316 
Total liabilities    11,124    8,984    10,710 
Total stockholders’ equity    30,522    39,160    24,433 
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Risk Factors

An investment in our common stock involves a high degree of risk. Prior to making a decision about investing in our common stock, you should
carefully consider the specific factors discussed below, the risk factors beginning on page 4 of the accompanying prospectus, as well as the risk factors
discussed under the section entitled “Risk Factors” contained in our Quarterly Report on Form 10-Q for the quarter ended June 30, 2018 as updated by
our subsequent filings under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), each of which is incorporated by reference in this
prospectus supplement and accompanying prospectus in their entirety, together with all of the other information contained or incorporated by reference
in this prospectus supplement, the accompanying prospectus, the documents incorporated by reference herein and therein, and any related free writing
prospectus. The risks and uncertainties we have described are not the only ones we face. Additional risks and uncertainties not presently known to us or
that we currently deem immaterial may also affect our operations. The occurrence of any of these known or unknown risks might cause you to lose all or
part of your investment in the offered common stock.

Risks Relating to our Business

We face quality control and other production issues that could materially and adversely impact our sales and financial results and the
acceptance of our products.

The manufacture of our infrared and visible laser consoles and related delivery devices is a highly complex and precise process. We may
experience manufacturing difficulties, quality control issues or assembly constraints.

If our sales increase substantially, we may need to increase our production capacity and may not be able to do so in a timely, effective or cost-
efficient manner. We may not be able to manufacture sufficient quantities of our products, which may require that we qualify other manufacturers for our
products. Furthermore, we may experience delays, disruptions, capacity constraints or quality control problems in our manufacturing operations.

In the past several years, we have experienced supply chain, production and training issues as we have expanded our product lines and sales
volumes and may experience similar issues in the future as we continue to grow our business. These issues have caused and may in the future cause us
to reduce or delay the shipment of our products and incur costs to service or replace products already shipped to customers. We have also incurred, and
may in the future incur, additional costs to rectify or prevent similar issues in the future. Our efforts to address these supply chain, production and
training issues may not be successful, and if we are unable to address these issues in a timely and cost-effective manner, product shipments to our
customers could be delayed, our sales levels may suffer and manufacturing and operational costs may increase, any of which would negatively impact
our business, results of operations and financial condition.

Some of our laser systems are complex in design and may contain defects that are not detected until deployed by our customers, which could
increase our costs and reduce our revenues.

Laser systems are inherently complex in design and require regular maintenance. The manufacture of our lasers, laser products and systems
involves a highly complex and precise process. As a result of the technical complexity of our products, changes in our or our suppliers’ manufacturing
processes or the inadvertent use of defective materials by us or our suppliers could result in a material adverse effect on our ability to achieve acceptable
manufacturing yields and product reliability. To the extent that we do not achieve such yields or product reliability, our business, operating results,
financial condition and customer relationships would be adversely affected. We provide warranties on certain of our product sales, and allowances for
estimated warranty costs are recorded during the period of sale. The determination of such allowances requires us to make estimates of failure rates and
expected costs to repair or replace the products under warranty. We currently establish warranty reserves based on historical warranty costs. If actual
return rates and/or repair and replacement costs differ significantly from our estimates, adjustments to recognize additional cost of revenues may be
required in future periods.
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Our customers may discover defects in our products after the products have been fully deployed and operated under peak stress conditions. In
addition, some of our products are combined with products from other vendors, which may contain defects. As a result, should problems occur, it may
be difficult to identify the source of the problem. If we are unable to identify and fix defects or other problems, we could experience, among other
things:
 

 •  loss of customers;
 

 •  increased costs of product returns and warranty expenses;
 

 •  damage to our brand reputation;
 

 •  failure to attract new customers or achieve market acceptance;
 

 •  diversion of development and engineering resources; and
 

 •  legal actions by our customers.

The occurrence of any one or more of the foregoing factors could seriously harm our business, financial condition and results of operations.

We rely on our direct and independent sales forces and network of international distributors to sell our products and any failure to maintain
our sales force and distributor relationships could harm our business.

Our ability to sell our products and generate revenues depends upon our direct and independent sales forces within the United States, relationships
with independent distributors outside the United States, and the establishment of our direct sales capabilities in Germany. Currently our direct and
independent sales forces within the United States consist of approximately 21 employees and one independent representative, respectively. Our
international independent distributors are managed by a team of seven people. We generally grant our distributors exclusive territories for the sale of our
products in specified countries. The amount and timing of resources dedicated by our distributors to the sales of our products is not within our control.
Our international sales are largely dependent on the efforts of these third parties. If any distributor breaches the terms of its distribution agreement with
us or fails to generate sales of our products, we may be forced to replace the distributor and our ability to sell our products into that exclusive sales
territory would be adversely affected.

We do not have any long-term employment contracts with the members of our direct sales force. We may be unable to replace our direct sales
force personnel with individuals of equivalent technical expertise and qualifications, which may harm our revenues and our ability to maintain market
share. Similarly, our independent and distributor agreements are generally terminable at will by either party and independents and distributors may
terminate their relationships with us, which would affect our sales and results of operations. As we establish our direct sales capabilities in Germany, we
may be unable to recruit and retain qualified personnel in this region. Any loss of the members of our existing direct or indirect sales organizations, or
any failure to execute on our plans to further develop our sales function, could have an adverse impact on our business, results of operations and
financial condition.

Growth in our sales and marketing organization may create operational challenges without immediately offsetting benefits.

We have increased and continue to increase our internal sales and marketing functions. This growth may place a significant strain on our
management, operating and financial systems and our sales, marketing, training and administrative resources. As a result of our growth, our operating
costs may escalate even faster than planned, and some of our internal systems may need to be enhanced or replaced. For example, if we are unable to
provide adequate training for our expanding sales force, our ability to fully utilize new sales and marketing resources may be adversely impacted, we
could suffer reputational harm and our ability to maintain our installed base of customers may be negatively impacted. If we cannot effectively manage
our expanding operations and our costs, we may not be able to grow effectively or we may grow at a slower pace, and our business could be adversely
affected.
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It can take six months or longer before our internal sales representatives are fully trained and productive in selling our solution to prospective
clients. This ramp period presents a number of operational challenges as the cost of recruiting, hiring and carrying new sales representatives cannot be
offset by the revenue such new sales representatives produce until after they complete their ramp periods. If we cannot reliably develop our sales
representatives to a productive level, or if we lose productive representatives in whom we have heavily invested, our future growth rates and revenue
will suffer.

We depend on international sales for a significant portion of our operating results.

We derive, and expect to continue to derive, a large portion of our revenues from international sales. For the second quarter of fiscal 2018, our
international sales were $5.2 million, or 50.4% of total revenues. We anticipate that international sales will continue to account for a significant portion
of our revenues in the foreseeable future. All of our international revenues and costs for the quarter ended June 30, 2018 have been denominated in U.S.
dollars except for a sale transacted through our German subsidiary. As a result, an increase in the value of the U.S. dollar relative to foreign currencies
makes our U.S. dollar-denominated products more expensive and thus less competitive in foreign markets and may negatively affect our reported
revenue in any particular reporting period. Our international operations and sales are subject to a number of risks and potential costs, including:
 

 •  fluctuations in foreign currency exchange rates;
 

 •  product and production issues;
 

 •  performance of our international channel of distributors;
 

 •  longer accounts receivable collection periods;
 

 •  impact of recessions in global economies and availability of credit;
 

 •  political and economic instability;
 

 •  trade sanctions and embargoes;
 

 •  impact of international conflicts, terrorist and military activity, and civil unrest;
 

 •  foreign certification requirements, including continued ability to use the “CE” mark in Europe, and other local regulatory requirements;
 

 •  differing local product preferences and product requirements;
 

 •  cultural differences;
 

 •  changes in foreign medical reimbursement and coverage policies and programs;
 

 •  reduced or limited protections of intellectual property rights in jurisdictions outside the United States;
 

 •  potentially adverse tax consequences;
 

 •  protectionist, adverse and changing foreign governmental laws and regulations;
 

 •  greater risk of our employees failing to comply with both U.S. and foreign laws, including anti-trust regulations, the U.S. Foreign Corrupt
Practices Act, the U.K. Bribery Act of 2010 and any trade regulations designed to ensure fair trade practices; and

 

 •  compliance costs and risks of non-compliance with multiple regulatory regimes governing the production, marketing, sale and use of our
products.

Any one or more of these factors stated above could have a material adverse effect on our business, financial condition or results of operations.

As we expand our existing international operations we may encounter new risks in addition to the above factors. For example, as we focus on
building our international sales and distribution networks in new geographic
 

S-8



Table of Contents

regions, we must continue to develop relationships with qualified local distributors and trading companies. If we are not successful in developing these
relationships, we may not be able to grow sales in these geographic regions. These or other similar risks could adversely affect our revenues,
profitability and the price of our common stock.

If we fail to develop and successfully introduce new products and applications, our business prospects and operating results may suffer.

Our ability to generate incremental revenue growth will depend, in part, on the successful outcome of research and development activities, which
may include clinical trials that lead to the development of new products and new applications using our products. Our research and development process
is expensive, prolonged, and entails considerable uncertainty. Due to the complexities and uncertainties associated with ophthalmic research and
development, products we are currently developing may not complete the development process or obtain the regulatory approvals required to market
such products successfully.

Successful commercialization of new products and new applications will require that we effectively transfer production processes from research
and development to manufacturing and effectively coordinate with our suppliers. In addition, we must successfully sell and achieve market acceptance
of new products and applications and enhanced versions of existing products. The extent of, and rate at which, market acceptance and penetration are
achieved by future products is a function of many variables, which include, among other things, price, safety, efficacy, reliability, marketing and sales
efforts, the development of new applications for these products, the availability of third-party reimbursement of procedures using our new products, the
existence of competing products and general economic conditions affecting purchasing patterns.

Our ability to market and sell new products is subject to government regulation, including approval or clearance by the Food and Drug
Administration (“FDA”) and foreign government agencies. Any failure in our ability to successfully develop and introduce new products or enhanced
versions of existing products and achieve market acceptance of new products and new applications could have a material adverse effect on our operating
results and would cause our net revenues to decline.

We are exposed to risks associated with worldwide economic slowdowns and related uncertainties.

We are subject to macro-economic fluctuations in the U.S. and worldwide economy. Concerns about consumer and investor confidence, volatile
corporate profits and reduced capital spending, international conflicts, terrorist and military activity, civil unrest and pandemic illness could reduce
customer orders or cause customer order cancellations. In addition, political and social turmoil related to international conflicts and terrorist acts may
put further pressure on economic conditions in the United States and abroad.

Weak economic conditions and declines in consumer spending and consumption may harm our operating results. Purchases of our products are
often discretionary. During uncertain economic times, customers or potential customers may delay, reduce or forego their purchases of our products and
services, which may impact our business in a number of ways, including lower prices for our products and services and reducing or delaying sales.
There could be a number of follow-on effects from economic uncertainty on our business, including insolvency of key suppliers resulting in product
delays, delays in customer payments of outstanding accounts receivable and/or customer insolvencies, counterparty failures negatively impacting our
operations, and increasing expense or inability to obtain future financing.

If economic uncertainty persisted, or if the economy entered a prolonged period of decelerating growth, our results of operations may be harmed.
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Our operating results may fluctuate from quarter to quarter and year to year.

Our sales and operating results may vary significantly from quarter to quarter and from year to year in the future. Our operating results are
affected by a number of factors, many of which are beyond our control. Factors contributing to these fluctuations include the following:
 

 •  changes in the prices at which we can sell our products, including the impact of changes in exchange rates;
 

 •  general economic uncertainties and political concerns;
 

 •  introduction of new products, product enhancements and new applications by our competitors, including new drugs, entry of new
competitors into our markets, pricing pressures and other competitive factors;

 

 •  any delays or reductions in product shipments or product recalls, resulting from manufacturing distribution or other operational issues;
 

 •  the timing of the introduction and market acceptance of new products, product enhancements and new applications;
 

 •  changes in demand for our existing line of ophthalmology products;
 

 •  the cost and availability of components and subassemblies, including the willingness and ability of our sole or limited source suppliers to
timely deliver components at the times and prices that we have planned;

 

 •  our ability to maintain sales volumes at a level sufficient to cover fixed manufacturing and operating costs;
 

 •  fluctuations in our product mix within ophthalmology products and foreign and domestic sales;
 

 •  the effect of regulatory approvals and changes in domestic and foreign regulatory requirements;
 

 •  our long and highly variable sales cycle;
 

 •  changes in customers’ or potential customers’ budgets as a result of, among other things, reimbursement policies of government programs
and private insurers for treatments that use our products;

 

 •  variances in shipment volumes as a result of product, supply chain and training issues; and
 

 •  increased product innovation costs.

In addition to these factors, our quarterly results have been, and are expected to continue to be, affected by seasonal factors. For example, our
European sales during the third quarter are generally lower due to many businesses being closed for the summer vacation season.

Our expense levels are based, in part, on expected future sales. If sales levels in a particular quarter do not meet expectations, we may be unable to
adjust operating expenses quickly enough to compensate for the shortfall of sales, and our results of operations may be adversely affected. In addition,
we have historically made a significant portion of each quarter’s product shipments near the end of the quarter. If that pattern continues, any delays in
shipment of products could have a material adverse effect on results of operations for such quarters. Due to these and other factors, we believe that
quarter to quarter and year to year comparisons of our past operating results may not be meaningful. You should not rely on our results for any quarter or
year as an indication of our future performance. Our operating results in future quarters and years may be below expectations, which would likely cause
the price of our common stock to fall.
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We rely on continued market acceptance of our existing products and any decline in sales of our existing products would adversely affect our
business and results of operations.

We currently market visible and infrared medical laser systems and delivery devices to the ophthalmology market. We believe that continued and
increased sales, if any, of these medical laser systems is dependent upon a number of factors including the following:
 

 •  acceptance of product performance, features, ease of use, scalability and durability, including with respect to our MicroPulse laser
photocoagulation systems;

 

 •  recommendations and opinions by ophthalmologists, other clinicians, and their associated opinion leaders;
 

 •  marketing and clinical study outcomes;
 

 •  prices of our products and prices of competing products and technologies, particularly in light of the current macro-economic environment
where healthcare systems and healthcare operators are becoming increasingly price sensitive;

 

 •  availability of competing products, technologies and alternative treatments; and
 

 •  level of reimbursement for treatments administered with our products.

In addition, we derive a meaningful portion of our sales in the form of recurring revenues from selling consumable instrumentation, including our
MP3 and EndoProbe devices. Our ability to increase recurring revenues from the sale of consumable products will depend primarily upon the features of
our current products and product innovation, the quality of, ease of use and prices of our products, including the relationship to prices of competing
products. The level of our service revenues will depend on the quality of service we provide and the responsiveness and the willingness of our customers
to request our services rather than purchase competing products or services. Any significant decline in market acceptance of our products or our
revenues derived from the sales of laser consoles, delivery devices, consumables or services may have a material adverse effect on our business, results
of operations and financial condition.

We face strong competition in our markets and expect the level of competition to grow in the foreseeable future.

Competition in the market for laser systems and delivery devices used for ophthalmic treatment procedures is intense and is expected to increase.
This market is also characterized by technological innovation and change. We compete by providing features and services that are valued by our
customers such as: enhanced product performance, clinical outcomes, ease of use, durability, versatility, customer training services and rapid repair of
equipment. Our principal ophthalmic laser competitors are Alcon Inc. (Novartis AG), Bausch and Lomb (Valeant), Carl Zeiss Meditec AG, Ellex
Medical Lasers, Ltd., Lumenis Ltd., Nidek Co. Ltd., Quantel Medical SA, and Topcon Corporation. We also complete with alternative glaucoma
surgical device companies such as Alcon, Allergan, and Glaukos. Pharmaceuticals represent alternative treatments to our laser procedures. Some of our
principal pharmaceutical competitors are Alcon, Allergan, OSI Pharmaceuticals (Astellas), Pfizer, Regeneron, Roche (Genentech) and Valeant
Pharmaceuticals. Some of our competitors have substantially greater financial, engineering, product development, manufacturing, marketing and
technical resources than we do. Some companies also have greater name recognition than us and long-standing customer relationships. In addition, other
medical device companies, academic and research institutions, or others, may develop new technologies or therapies, including medical devices, surgical
procedures or pharmacological treatments and obtain regulatory approval for products utilizing such techniques that are more effective in treating the
conditions targeted by us or are less expensive than our current or future products. Our technologies and products could be rendered obsolete by such
developments. Any such developments could have a material adverse effect on our business, financial condition and results of operations.
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Our operating results may be adversely affected by uncertainty regarding healthcare reform measures and changes in third-party coverage
and reimbursement policies.

Our products are typically purchased by doctors, clinics, hospitals and other users, which bill various third-party payers, such as governmental
programs and private insurance plans, for the health care services provided to their patients. Changes in government legislation or regulation or in
private third-party payers’ policies toward reimbursement for procedures employing our products may prohibit adequate reimbursement. There have
been a number of legislative and regulatory proposals to change the healthcare system, reduce the costs of healthcare and change medical reimbursement
policies. Doctors, clinics, hospitals and other users of our products may decline to purchase our products to the extent there is uncertainty regarding
reimbursement of medical procedures using our products and any healthcare reform measures. Further proposed legislation, regulation and policy
changes affecting third-party reimbursement are likely. Among other things, Congress has in the past proposed changes to and the repeal of the Patient
Protection and Affordable Care Act and the Health Care and Education Reconciliation Act of 2010 (collectively, the “Affordable Care Act”) and the
current U.S. presidential administration has announced certain policy changes that could impact the availability of benefits under the Affordable Care
Act. At this time, it remains unclear whether there will be any changes made to or any repeal of the Affordable Care Act, with respect to certain of its
provisions or in its entirety or related administrative policies. Various healthcare reform proposals have also emerged at the state level.

We are unable to predict what legislation or regulation, if any, relating to the health care industry or third-party coverage and reimbursement may
be enacted in the future at the state or federal level, or what effect such legislation or regulation may have on us. Furthermore, existing legislation and
regulation related to the health care industry and third-party coverage reimbursement, including the Affordable Care Act, has been subject to judicial
challenge, and may be subject to similar challenges from time to time in the future. Denial of coverage and reimbursement of our products, or the
revocation or changes to coverage and reimbursement policies, could have a material adverse effect on our business, results of operations and financial
condition.

Third-party payers are increasingly scrutinizing and continue to challenge the coverage of new products and the level of reimbursement for
covered products. Doctors, clinics, hospitals and other users of our products may not obtain adequate reimbursement for use of our products from third-
party payers. While we believe that the laser procedures using our products have generally been reimbursed, payers may deny coverage and
reimbursement for our products if they determine that the device was not reasonable and necessary for the purpose used, was investigational or was not
cost-effective.

If we fail to comply with healthcare laws, we could face substantial penalties and financial exposure, and our business, operations and
financial condition could be adversely affected.

While we do not bill directly to Medicare, Medicaid or other third-party payors, because payment is in many cases available for our products from
such payors, many healthcare laws place limitations and requirements on the manner in which we conduct our business (including our sales and
promotional activities and interactions with healthcare professionals and facilities) and could result in liability and exposure for us. The laws that may
affect our ability to operate include: (i) the federal Anti-Kickback Statute, which prohibits, among other things, persons from knowingly and willfully
soliciting, receiving, offering or paying remuneration, directly or indirectly, in exchange for or to induce either the referral of an individual for, or the
purchase, order or recommendation of, any good or service for which payment may be made under federal healthcare programs such as Medicare or
Medicaid, (ii) federal false claims laws which prohibit, among other things, individuals or entities from knowingly presenting, or causing to be
presented, claims for payment from Medicare, Medicaid, or other third-party payors that are false or fraudulent, and which may apply to entities like us
if we provide coding and billing advice to customers, or under theories of “implied certification” where the government and qui tam relators may allege
that device companies are liable where a product that was paid for by the government in whole or in part was promoted “off-label,” lacked necessary
clearance or approval, or failed to comply with good manufacturing practices or other laws; (iii) transparency laws and related reporting and disclosures
requirements
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such as the federal Sunshine Act, now known as Open Payments; and/or (iv) state law equivalents of each of the above federal laws, including, without
limitation anti-kickback and false claims laws which may apply to items or services reimbursed by any third-party payor, including commercial insurers,
many of which differ from their federal counterparts in significant ways, thus complicating compliance efforts.

If our operations are found to be in violation of any of the laws described above or any other governmental regulations that apply to us, we may be
subject to penalties, including civil and criminal penalties, exclusion from participation in government healthcare programs, damages, fines and the
curtailment or restructuring of our operations. Any penalties, damages, fines, curtailment or restructuring of our operations could adversely affect our
ability to operate our business and our financial results. The risk of our being found in violation of these laws is increased by the fact that their
provisions are open to a variety of evolving interpretations and enforcement discretion. Open Payments, commonly known as the Sunshine Act, is a
relatively new law, and compliance with this law has presented a number of challenges to companies such as ours, in terms of interpretation of the law
and its implementation. Under the Sunshine Act, Centers for Medicare & Medical Services has the potential to impose penalties of up to $1.15 million
per year for violations, depending on the circumstances, although enforcement has been negligible to date. Payments reported under the Sunshine Act
also have the potential to draw scrutiny on payments to and relationships with physicians, which may have implications under the Anti-Kickback Statute
and other healthcare laws. The risk that we are our being found in violation of these laws may be increased by the fact that we do not have a formal
healthcare compliance program in place. Further, while safe harbors may in some instances be available and utilized by companies to reduce risks
associated with the Anti-Kickback Statute and certain other healthcare laws, we have not necessarily utilized such safe harbors nor fully followed all
elements required to claim the benefit of such safe harbors in all possible instances. Any action against us for violation of these laws, even if we
successfully defend against it, could cause us to incur significant legal expenses and divert our management’s attention from the operation of our
business.

We depend on collaborative relationships to develop, introduce and market new products, product enhancements and new applications.

We depend on both clinical and commercial collaborative relationships. We have entered into collaborative relationships with academic medical
centers and physicians in connection with the research and innovation and clinical testing of our products. Commercially, we currently have a
distribution and licensing agreement with Alcon for our GreenTip SoftTip Cannula. Sales of and royalties from the GreenTip SoftTip Cannula are
dependent upon the sales performance of Alcon, which depends on their efforts and is beyond our control. The failure to obtain any additional future
clinical or commercial collaborations and the resulting failure or success of such collaborations relationships could have a material adverse effect on our
ability to introduce new products or applications and therefore could have a material adverse effect on our business, results of operations and financial
condition.

If we cannot increase our sales volumes, reduce our costs or introduce higher margin products to offset potential reductions in the average
unit price of our products, our operating results may suffer.

The average unit price of our products may decrease in the future in response to changes in product mix, competitive pricing pressures, new
product introductions by our competitors or other factors. If we are unable to offset the anticipated decrease in our average selling prices by increasing
our sales volumes or through new product introductions, our net revenues will decline. In addition, to maintain our gross margins we must continue to
reduce the manufacturing cost of our products. If we cannot maintain our gross margins our business could be seriously harmed, particularly if the
average selling price of our products decreases significantly without a corresponding increase in sales.
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We rely on our direct and independent sales forces and network of international distributors to sell our products and any failure to maintain
our sales force and distributor relationships could harm our business.

Our ability to sell our products and generate revenues depends upon our direct and independent sales forces within the United States and
relationships with independent distributors outside the United States. Currently our direct and independent sales forces within the United States consist
of approximately 21 employees and one independent representative, respectively. Our international independent distributors are managed by a team of
seven people. We generally grant our distributors exclusive territories for the sale of our products in specified countries. The amount and timing of
resources dedicated by our distributors to the sales of our products is not within our control. Our international sales are entirely dependent on the efforts
of these third parties. If any distributor breaches the terms of its distribution agreement with us or fails to generate sales of our products, we may be
forced to replace the distributor and our ability to sell our products into that exclusive sales territory would be adversely affected.

We do not have any long-term employment contracts with the members of our direct sales force. We may be unable to replace our direct sales
force personnel with individuals of equivalent technical expertise and qualifications, which may harm our revenues and our ability to maintain market
share. Similarly, our independent and distributor agreements are generally terminable at will by either party and independents and distributors may
terminate their relationships with us, which would affect our sales and results of operations.

Our promotional practices are subject to extensive government scrutiny. We may be subject to governmental, regulatory and other legal
proceedings relative to advertising, promotion, and marketing that could have a significant negative effect on our business.

We are subject to governmental oversight and associated civil and criminal enforcement relating to drug and medical device advertising,
promotion, and marketing, and such enforcement is evolving and intensifying. In the United States, we are subject to potential enforcement from the
FDA, the U.S. Federal Trade Commission, the Department of Justice, CMS, other divisions of the Department of Health and Human Services and state
and local governments. Other parties, including private plaintiffs, also are commonly bringing suit against pharmaceutical and medical device
companies, alleging off-label marketing and other violations. We may be subject to liability based on the actions of individual employees and
contractors carrying out activities on our behalf, including sales representatives who may interact with healthcare professionals.

If we fail to manage growth effectively, our business could be disrupted which could harm our operating results.

We have experienced and may in the future experience growth in our business, both organically and through the acquisition of businesses and
products. We have made and expect to continue to make significant investments to enable our future growth through, among other things, new product
innovation and clinical trials for new applications and products. We must also be prepared to expand our work force and to train, motivate and manage
additional employees as the need for additional personnel arises. Our personnel, systems, procedures and controls may not be adequate to support our
future operations. Any failure to effectively manage future growth could have a material adverse effect on our business, results of operations and
financial condition.

We rely on patents and proprietary rights to protect our intellectual property and business.

Our success and ability to compete is dependent in part upon our proprietary information. We rely on a combination of patents, trade secrets,
copyright and trademark laws, nondisclosure and other contractual agreements and technical measures to protect our intellectual property rights. We file
patent applications to protect technology, inventions and improvements that are significant to the development of our business. Our patent portfolio
includes 18 active United States patents and 7 foreign patents on the technologies related to our products and processes. In addition, we have 12 patent
applications pending in the United States and 16 foreign
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patent applications pending. Our patent applications may not be approved. Any patents granted now or in the future may offer only limited protection
against potential infringement and development by our competitors of competing products. Moreover, our competitors, many of which have substantial
resources and have made substantial investments in competing technologies, may seek to apply for and obtain patents that will prevent, limit or interfere
with our ability to make, use or sell our products either in the United States or in international markets. Patents have a limited lifetime and once a patent
expires competition may increase.

In addition to patents, we rely on trade secrets and proprietary know-how which we seek to protect, in part, through proprietary information
agreements with employees, consultants and other parties. Our proprietary information agreements with our employees and consultants contain industry
standard provisions requiring such individuals to assign to us without additional consideration any inventions conceived or reduced to practice by them
while employed or retained by us, subject to customary exceptions. Proprietary information agreements with employees, consultants and others may be
breached, and we may not have adequate remedies for any breach. Also, our trade secrets may become known to or independently developed by
competitors.

The laser and medical device industry is characterized by frequent litigation regarding patent and other intellectual property rights. Companies in
the medical device industry have employed intellectual property litigation to gain a competitive advantage.

Numerous patents are held by others, including academic institutions and our competitors. Patent applications filed in the United States after
November 2000 generally will be published eighteen months after the filing date. However, since patent applications continue to be maintained in
secrecy for at least some period of time, both within the United States and internationally, we cannot provide assurance to you that our technology does
not infringe any patents or patent applications held by third parties. We have, from time to time, been notified of, or have otherwise been made aware of,
claims that we may be infringing upon patents or other proprietary intellectual property owned by others. If it appears necessary or desirable, we may
seek licenses under such patents or proprietary intellectual property. Although patent holders commonly offer such licenses, licenses under such patents
or intellectual property may not be offered or the terms of any offered licenses may not be reasonable.

Any claims, with or without merit, and regardless of whether we are successful on the merits, would be time-consuming, result in costly litigation
and diversion of technical and management personnel, cause shipment delays or require us to develop non-infringing technology or to enter into royalty
or licensing agreements. An adverse determination in a judicial or administrative proceeding and failure to obtain necessary licenses or develop alternate
technologies could prevent us from manufacturing and selling our products, which would have a material adverse effect on our business, results of
operations and financial condition.

In January 2018, we filed a lawsuit against Quantel Medical, S.A., Quantel USA, Inc., and Quantel, S.A. (collectively, “Quantel”) in the U.S.
District Court for the Northern District of California. The lawsuit alleges that Quantel products infringe U.S. Patent No. 7,771,417, that Quantel
breached an earlier agreement between Quantel and the Company, and that Quantel has infringed upon the Company’s MicroPulse® trademark,
Registration No. 4550188 on the principal register. Quantel previously had a limited license to the asserted Company patent and trademark. Our
complaint filed in connection with this matter asserts that the license was terminated in early 2017 for material breach, but that Quantel continued to use
our intellectual property without authorization. If we are unsuccessful in prosecuting our claims against Quantel, this could have a material adverse
effect on our business, results of operations and financial condition.

On March 8, 2017, OD-OS GmbH noticed an opposition to the Company’s European Patent No. currently EP 1 856 774 at the European Patent
Office (“EPO”). On June 8, 2018, Quantel intervened in the Opposition. Oral proceedings on the opposition took place on July 13, 2018. At the
conclusion of those proceedings, the EPO’s Opposition Division communicated that it would move to revoke the patent. The formal written decision
from the Opposition Division has not issued to date, but is anticipated in September 2018. If we are unsuccessful
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in our appeal of this decision it could have a material adverse effect on our business, results of operations and financial condition.

In late May of 2018, Quantel applied to the Paris District Court in Paris, France for a ruling that its products do not infringe the French Part of
Iridex’s European Patent at issue in the opposition, EP 1 856 774. If we are unsuccessful in this litigation it could have a material adverse effect on our
business, results of operations and financial condition.

If we lose key personnel or fail to integrate replacement personnel successfully, our ability to manage our business could be impaired.

Our future success depends upon the continued service of our key management, technical, sales, and other critical personnel. Our officers and
other key personnel are employees-at-will, and we cannot provide assurances you that we will be able to retain them. Key personnel have left our
company in the past, and there likely will be additional departures of key personnel from time to time in the future. The loss of any key employee could
result in significant disruptions to our operations, including adversely affecting the timeliness of product releases, the successful implementation and
completion of company initiatives, and the results of our operations. Competition for these individuals is intense, and we may not be able to attract,
assimilate or retain highly qualified personnel. Competition for qualified personnel in our industry and the San Francisco Bay Area, as well as other
geographic markets in which we recruit, is intense and characterized by increasing salaries, which may increase our operating expenses or hinder our
ability to recruit qualified candidates. In addition, the integration of replacement personnel could be time consuming, may cause additional disruptions
to our operations, and may be unsuccessful.

Our ability to raise capital in the future may be limited, and future sales and issuances of securities could negatively affect our stock price and
dilute the ownership interest of our existing investors.

Our business and operations may consume resources faster than we anticipate. We may need in the future to raise additional funds through future
equity or debt financings to meet our operational needs and capital requirements for product development, clinical trials and commercialization and may
subsequently require additional fundraising. Additional financing may not be available on favorable terms, if at all. If adequate funds are not available
on acceptable terms, we may be unable to invest in future growth opportunities, which could seriously harm our business and operating results. Future
sales or issuances of securities by us could decrease the value of our common stock, dilute stockholders’ voting power and reduce future potential
earnings per share.

To raise capital, we may sell common stock, convertible securities or other equity-linked securities in one or more transactions at prices and in a
manner we determine from time to time. If we sell additional equity securities, our existing stockholders may be materially diluted. Additionally, new
investors could gain rights, preferences and privileges senior to those of existing holders of our common stock. We may also issue debt securities, which
may impose restrictive covenants on our operations or otherwise adversely affect the holdings or the rights of our stockholders.

Sales or issuances of a substantial amount of securities, or the perception that such sales could occur, may adversely affect prevailing market
prices for our common stock. As of June 30, 2018, we had 11,663,838 shares of common stock outstanding, all of which shares were, and continue to
be, eligible for sale in the public market, subject in some cases to compliance with the requirements of Rule 144, including the volume limitations and
manner of sale requirements. All of the shares offered under this prospectus supplement and the accompanying prospectus will be freely tradable
without restriction or further registration upon issuance. Future resales of our common stock by our existing stockholders could cause the market price
of our common stock to decline.

As of June 30, 2018, holders of an aggregate of 982,742 shares of our common stock have rights, subject to some conditions, to require us to file
registration statements covering their shares or to include their shares in
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registration statements that we may file for ourselves or our other stockholders. In addition, the shares of common stock subject to outstanding options
and Restricted Stock Units under our 2008 Equity Incentive Plan and the shares reserved for future issuance under the Incentive Plan may become
eligible for sale in the public markets in the future, subject to certain legal and control limitations.

We may sell shares or other securities in any other offering at a price per share that is less than the price per share paid by investors in this
offering, and investors purchasing shares or other securities in the future could have rights superior to existing stockholders. 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 higher or
lower than the price per share paid by investors in this offering.

If we fail to accurately forecast demand for our product and component requirements for the manufacture of our product, we could incur
additional costs or experience manufacturing delays and may experience lost sales or significant inventory carrying costs.

We use quarterly and annual forecasts based primarily on our anticipated product orders to plan our manufacturing efforts and determine our
requirements for components and materials. It is very important that we accurately predict both the demand for our product and the lead times required
to obtain or manufacture the necessary components, materials, and fully assembled products. Lead times for components and fully assembled products
vary significantly and depend on numerous factors, including the specific supplier, the size of the order, contract terms and current market demand for
such products. If we overestimate the demand for our product, we may have excess inventory, which would increase our costs. If we underestimate
demand for our product and consequently, our components, materials and fully assembled products requirements, we may have inadequate inventory,
which could interrupt our manufacturing, delay delivery of our product to our customers and result in the loss of customer sales. Any of these
occurrences would negatively impact our business and operating results.

We depend on sole source or limited source suppliers.

We rely on third parties to manufacture substantially all of the components used in our products, including optics, laser diodes and crystals. We
have some long term or volume purchase agreements with our suppliers and currently purchase components and fully-assembled products on a purchase
order basis. Some of our suppliers and manufacturers are sole or limited sources. In addition, some of these suppliers are relatively small private
companies whose operations may be disrupted or discontinued at any time. There are risks associated with the use of independent manufacturers,
including the following:
 

 •  unavailability of shortages or limitations on the ability to obtain supplies of components and products in the quantities that we require;
 

 •  delays in delivery or failure of suppliers to deliver critical components and products on the dates we require;
 

 •  failure of suppliers to manufacture and assemble components and products to our specifications, and potentially reduced quality; and
 

 •  inability to obtain components and products at acceptable prices.

Our business and operating results may suffer from the lack of alternative sources of supply for critical sole and limited source components and
fully-assembled products. The process of qualifying suppliers is complex, requires extensive testing with our products, and may be lengthy, particularly
as new products are introduced. New suppliers would have to be educated in our production processes. In addition, the use of alternate components may
require design alterations to our products and additional product testing under FDA and relevant foreign regulatory agency guidelines, which may delay
sales and increase product costs. Any failures by our vendors to adequately supply limited and sole source components or products may impair our
ability to offer our existing products, delay the submission of new products for regulatory approval and market introduction,
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materially harm our business and financial condition and cause our stock price to decline. Establishing our own capabilities to manufacture these
components or products would be expensive and could significantly decrease our profit margins. Our business, results of operations and financial
condition would be adversely affected if we are unable to continue to obtain components or fully-assembled products in the quantity and quality desired
and at the prices we have budgeted.

If our facilities were to experience catastrophic loss, our operations would be seriously harmed.

Our facilities could be subject to catastrophic loss such as fire, flood or earthquake. All of our research and development activities, manufacturing,
our corporate headquarters and other critical business operations are located near major earthquake faults in Mountain View, California. Any such loss at
any of our facilities could disrupt our operations, delay production, shipments and revenue and result in large expense to repair and replace our facilities.

If we experience a significant disruption in our information technology systems or breaches of data security, our business could be adversely
affected.

We rely on information technology systems to keep financial records and corporate records, communicate with staff and external parties and
operate other critical functions, including sales and manufacturing processes. Our information technology systems are potentially vulnerable to
disruption due to breakdown or malicious intrusion and computer viruses. If we were to experience a prolonged system disruption in our information
technology systems, it could negatively impact the coordination of our sales, planning and manufacturing activities, which could adversely affect our
business. In addition, in order to maximize our information technology efficiency, we have physically consolidated our primary corporate data and
computer operations. This concentration, however, exposes us to a greater risk of disruption to our internal information technology systems. Although
we maintain offsite back-ups of our data, if operations at our facilities were disrupted, it may cause a material disruption in our business if we are not
capable of restoring function on an acceptable time frame.

In addition, our information technology systems are potentially vulnerable to cyber-attacks or other data security breaches-whether by employees
or others which may expose sensitive data to unauthorized persons. Such data security breaches could lead to the loss of trade secrets or other
intellectual property, or could lead to the public exposure of sensitive and confidential information of our employees, customers, suppliers and others,
any of which could have a material adverse effect on our business, financial condition and results of operations.

While we have implemented a number of protective measures, including firewalls, antivirus and malware detection tools, patches, log monitors,
routine back-ups, system audits, routine password modifications and disaster recovery procedures, such measures may not be adequate or implemented
properly to prevent or fully address the adverse effect of such events, and in some cases we may be unaware of an incident or its magnitude and effects.
If we are unable to prevent such security breaches or privacy violations or implement satisfactory remedial measures, our operations could be disrupted,
and we may suffer loss of reputation, financial loss and other regulatory penalties because of lost or misappropriated information. In addition, these
breaches and other inappropriate access can be difficult to detect, and any delay in identifying them may lead to increased harm of the type described
above.

If we fail to maintain our relationships with health care providers, customers may not buy our products and our revenue and profitability may
decline. At the same time, relationships with these individuals and entities are the subject of heightened scrutiny and may present the potential for
healthcare compliance risks.

We market our products to numerous health care providers, including physicians, hospitals, ASCs, government affiliated groups and group
purchasing organizations. We have developed and strive to maintain close relationships with members of each of these groups who assist in product
research and development and advise us on how to satisfy the full range of surgeon and patient needs. We rely on these groups to recommend
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our products to their patients and to other members of their organizations. The failure of our existing products and any new products we may introduce
to retain the support of these various groups could have a material adverse effect on our business, financial condition and results of operations. In
addition, our interactions, communications, and financial relationships with these individuals and entities present potential healthcare compliance risks.

We are subject to government regulations which may cause us to delay or withdraw the introduction of new products or new applications for
our products.

The medical devices that we market and manufacture are subject to extensive regulation by the FDA and by foreign and state governments. Under
the Federal Food, Drug, and Cosmetic Act (“FDCA”) and the related regulations, the FDA regulates the design, development, clinical testing,
manufacture, labeling, sale, distribution and promotion of medical devices. Before a new device can be introduced into the market, the product must be
shown to meet regulatory requirements established by the FDCA and implemented by the FDA. Unless otherwise exempt, a device manufacturer must
obtain marketing “clearance” through the 510(k) premarket notification process, or “approval” through the lengthier premarket approval application
(“PMA”) process. Not all devices are eligible for the 510(k) clearance process. Depending upon the type, complexity and novelty of the device and the
nature of the disease or disorder to be treated, the FDA process can take several years, require extensive clinical testing and result in significant
expenditures. Even if regulatory clearance or approval is obtained, later discovery of previously unknown safety issues may result in restrictions on the
product, including withdrawal of the product from the market. Other countries also have extensive regulations regarding clinical trials and testing prior
to new product introductions. Our failure to obtain government approvals or any delays in receipt of such approvals would have a material adverse effect
on our business, results of operations and financial condition.

The FDA imposes a broad range of additional requirements on medical device companies. Our products must be produced in compliance with the
Quality System Regulation (“QSR”) and our manufacturing facilities are subject to establishment registration and device listing requirements from the
FDA, and similar requirements from certain state authorities, and ongoing periodic inspections by the FDA, including unannounced inspections for
compliance with applicable requirements. We are subject to monitoring, recordkeeping, and reporting obligations for medical device adverse events and
malfunctions; notification of our products’ defects or failure to comply with the FDA’s laser regulations; and reporting of recalls, corrections, or
removals of our products. The FDA also imposes requirements for the labeling of our products, and places limitations on claims we are permitted to
make about our products in promotional labeling. The Federal Trade Commission has jurisdiction over the advertising of all of our products, which are
non-restricted devices, and exercises oversight in coordination with the FDA.

Noncompliance with the applicable requirements can result in, among other things, regulatory citations (including “483 Observations”) and
Warning Letters, fines, injunctions, civil penalties, recall or seizure of products, total or partial suspension of production, withdrawal of marketing
approvals, and criminal prosecution. The FDA also has the authority to request repair, replacement or refund of the cost of any device we manufacture
or distribute. Any of these actions by the FDA would materially and adversely affect our ability to continue operating our business and the results of our
operations. Such enforcement action can also result in negative publicity.

In addition, we are also subject to varying product standards, packaging requirements, labeling requirements, tariff regulations, duties and tax
requirements. As a result of our sales in Europe, we are required to have all products “CE” marked, an international symbol affixed to all products
demonstrating compliance with the European Medical Device Directive and all applicable standards. While currently all of our released products are CE
marked, continued certification is based on the successful review of our quality system by our European Registrar during their annual audit. Any loss of
certification would have a material adverse effect on our business, results of operations and financial condition. There are a number of major regulatory
changes occurring in the regulation of medical devices in the EU. A new revision of the quality system regulation (ISO 13485:2016)
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has been released that substantially increases the requirements for a medical device quality system. The Medical Device Regulation (MDR) will replace
the current medical device directive (93/42/EEC), and it substantially changes the way that medical devices are brought to market in the EU and how
they maintain compliance throughout the product’s life cycle. Additionally, the new revision 4 of the clinical evaluation report guidance document
(MEDDEV 2.7.1) severely restricts the use of substantial equivalence for new products, resulting in the need for formal clinical trial data for most new
products. These changes will increase the cost for compliance and for product development, and they lengthen product introduction cycles. Failure to
comply with these changes can have an adverse effect on our ability to release new products in a timely manner.

Any clinical trials necessary that we may undertake for regulatory approval or marketing reasons will be an expensive, lengthy, costly, and
uncertain process, and could result in delays in new product introductions or even an inability to release a product.

We may be required to undertake clinical trials often required to obtain regulatory approvals or may choose to undertake such trials for marketing
or other reasons. Clinical trials for products such as ours are complex and expensive and their outcomes are uncertain. Any clinical trials that we may
undertake would require the investment of significant financial and administrative resources. Moreover, the results of clinical trials are uncertain, and
inconclusive or negative results may not support, or may impair, the sale and adoption of our products. We may suffer significant setbacks in clinical
trials, even after earlier clinical trials showed promising results. Any of our products could produce undesirable side effects that could cause us or
regulatory authorities to interrupt, delay or halt clinical trials of a product candidate. We, the FDA, or another regulatory authority could suspend or
terminate clinical trials at any time if they or we believed the trial participants faced unacceptable health risks.

If we fail to comply with the FDA’s quality system regulation and laser performance standards, our manufacturing operations could be halted,
and our business would suffer.

We are currently required to demonstrate and maintain compliance with the FDA’s QSR. The QSR is a complex regulatory scheme that covers the
methods and documentation of the design, testing, control, manufacturing, labeling, quality assurance, packaging, storage and shipping of our products.
Because our products involve the use of lasers, our products also are covered by a performance standard for lasers set forth in FDA regulations. The
laser performance standard imposes specific record-keeping, reporting, product testing and product labeling requirements. These requirements include
affixing warning labels to laser products, as well as incorporating certain safety features in the design of laser products. The FDA enforces the QSR and
laser performance standards through periodic unannounced inspections. We have been, and anticipate in the future being, subject to such inspections.
Our failure to take satisfactory corrective action in response to an adverse QSR inspection or our failure to comply with applicable laser performance
standards could result in enforcement actions, including a public warning letter, a shutdown of our manufacturing operations, a recall of our products,
civil or criminal penalties, or other sanctions, which would cause our sales and business to suffer.

If we modify one of our FDA cleared devices, we may need to submit a new 510(k), or potentially a PMA, and if clearance or approval is not
obtained, it would prevent us from selling our modified products or cause us to redesign our products.

Any modifications to an FDA-cleared device that would significantly affect its safety or effectiveness or that would constitute a major change in
its intended use would require a new 510(k) clearance or possibly a PMA. We may not be able to obtain additional 510(k) clearances or premarket
approvals for new products or for modifications to, or additional indications for, our existing products in a timely fashion, or at all. Delays in obtaining
future clearances would adversely affect our ability to introduce new or enhanced products in a timely manner, which in turn would harm our revenues
and future profitability. We have made modifications to our devices in the past and may make additional modifications in the future that we believe do
not or will not require additional clearances or approvals. If the FDA disagrees, and requires new clearances or approvals for the
 

S-20



Table of Contents

modifications, we may be required to recall and to stop marketing the modified devices, which could harm our operating results and require us to
redesign our products.

Our products may be misused, which could harm our reputation and our business.

We market and sell our products for use by highly skilled physicians with specialized training and experience in the treatment of eye-related
disorders. We, and our distributors, generally offer but do not require purchasers or operators of our products to attend training sessions, nor do we
supervise the procedures performed with our products. The physicians who operate our products are responsible for their use and the treatment regime
for each individual patient. In addition, non-physicians, particularly in countries outside of the United States, or poorly trained or inexperienced
physicians, may make use of our products. Our efforts to market our MicroPulse systems as a Fovea-friendly alternative to traditional continuous
wavelength systems or alternative treatment methods may result in users failing to implement adequate safety precautions and thereby increase the risks
associated with the misuse of our product. The lack of training and the purchase and use of our products by non-physicians or poorly trained or
inexperienced physicians may result in product misuse and adverse treatment outcomes, which could harm our reputation and expose us to costly
product liability litigation, or otherwise cause our business to suffer.

Inability of customers to obtain credit or material increases in interest rates may harm our sales.

Some of our products are sold to health care providers in general practice. Many of these health care providers purchase our products with funds
they secure through various financing arrangements with third-party financial institutions, including credit facilities and short-term loans. If availability
of credit becomes more limited, or interest rates increase, these financing arrangements may be harder to obtain or become more expensive for our
customers, which may decrease demand for our products. Any reduction in the sales of our products would cause our business to suffer.

Our products could be subject to recalls even after receiving FDA approval or clearance. A recall would harm our reputation and adversely
affect our operating results.

The FDA and similar governmental authorities in other countries in which we market and sell our products have the authority to require the recall
of our products in the event of material deficiencies or defects in the design or manufacture of our products, or in other cases we may determine that we
will recall a product because we have determined that the product is violative, in order to avoid further enforcement action and protect the public health.
A government mandated recall, or a voluntary recall by us, could occur as a result of actual or potential component failures, adverse event reports,
manufacturing errors or design defects, including defects in labeling. Furthermore, we may from time to time initiate a recall of a component or set of
components compromising a portion of our laser systems, which could increase customer returns, warranty claims and associated reserve levels. A recall
could divert management’s attention, cause us to incur significant expenses, harm our reputation with customers, and negatively affect our future sales
and financial results.

For example, on February 23, 2018, we initiated a worldwide voluntary recall of a specific laser accessory called the TruFocus LIO Premiere™
(“LIO”). The LIO is a head-mounted indirect ophthalmoscope that connects to our laser console and is used to view and perform laser treatment on a
patient’s retina. This recall was prompted after we received reports of three adverse events from one physician in the U.S., resulting in focal cataracts
and iris burns occurring during procedures in which the TruFocus LIO Premiere was used. We identified several potential root causes for the adverse
events, including use error. The recall is still in progress and expected to be completed by year-end.

We recently obtained FDA clearance for an updated TruFocus LIO Premiere™ device. The updated device includes expanded user instructions
and minor design changes. Use of the updated LIO may result in adverse events, including those observed with the prior LIO device. If physician use of
our updated LIO results in serious
 

S-21



Table of Contents

adverse events, we may have to initiate another recall or utilize additional resources to further evaluate the design of the LIO device. Furthermore, in
light of the recall, we cannot provide any assurance that the updated LIO, once launched, will achieve market acceptance. We will be required to devote
significant resources to launch and market the updated LIO and cannot provide any assurance that these activities will generate revenue as anticipated. If
our revenue grows more slowly than we expect because of a delay in or a lack of market acceptance for our updated LIO, our business and financials
will be adversely affected.

If product liability claims are successfully asserted against us, we may incur substantial liabilities that may adversely affect our business or
results of operations.

We may be subject to product liability claims from time to time. Our products are highly complex and some are used to treat extremely delicate
eye tissue. We believe we maintain adequate levels of product liability insurance. However, product liability insurance is expensive and we might not be
able to obtain product liability insurance in the future on acceptable terms or in sufficient amounts to protect us, if at all. A successful claim brought
against us in excess of our insurance coverage could have a material adverse effect on our business, results of operations and financial condition.

Efforts to acquire additional companies or product lines may divert our managerial resources away from our business operations, and if we
complete additional acquisitions, we may incur or assume additional liabilities or experience integration problems.

Since 1989, we have completed six acquisitions. As part of our growth strategy we seek to acquire businesses or product lines for various reasons,
including adding new products, adding new customers, increasing penetration with existing customers, adding new manufacturing capabilities or
expanding into new geographic markets. Our ability to successfully grow through acquisitions depends upon our ability to identify, negotiate, complete
and integrate suitable acquisitions and to obtain any necessary financings. These efforts could divert the attention of our management and key personnel
from our business operations. If we complete future acquisitions, we may also experience:
 

 •  difficulties integrating any acquired products into our existing business;
 

 •  difficulties in integrating an acquired company’s technologies, services, employees, customers, partners, business operations and
administrative and software management systems with ours;

 

 •  delays in realizing the benefits of the acquired products;
 

 •  diversion of our management’s time and attention from other business concerns;
 

 •  adverse customer reaction to the product acquisition; and
 

 •  increases in expenses.

Moreover, we cannot assure you that the anticipated benefits of any acquisition or investment would be realized or that we would not be exposed
to unknown liabilities. In connection with these types of transactions, we may issue additional equity securities that would dilute the ownership interest
of existing investors or the EPS, use cash that we may need in the future to operate our business, incur debt on terms unfavorable to us or that we are
unable to repay, incur large charges or substantial liabilities, encounter difficulties integrating diverse business cultures and become subject to adverse
tax consequences, substantial depreciation or deferred compensation charges. These challenges related to acquisitions or investments could adversely
affect our business, operating results and financial condition.

Divestitures of some of our businesses or product lines may materially and adversely affect our financial condition, results of operations or
cash flows and require us to raise additional capital to replace revenue from those business units or product lines.

We evaluate the performance and strategic fit of all of our businesses and may sell businesses or product lines. Divestitures involve risks,
including difficulties in the separation of operations, services, products and
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personnel, the diversion of management’s attention from other business concerns, the disruption of our business, the potential loss of key employees and
the retention of uncertain environmental or other contingent liabilities related to the divested business. In addition, divestitures may result in
significant asset impairment charges, including those related to goodwill and other intangible assets, and the loss of revenue which could have a material
adverse effect on our financial condition and results of operations. In addition, we may need to raise additional capital to replace the revenue generated
from the business or product line that is divested and we can provide no assurance that such capital will be available or available on terms that are
acceptable to us. We cannot assure you that we will be successful in managing these or any other significant risks that we encounter in divesting a
business or product line, and any divestiture we undertake could materially and adversely affect our business, financial condition, results of operations
and cash flows, and may also result in a diversion of management attention, operational difficulties and losses.

We are subject to federal, state and foreign laws governing our business practices which, if violated, could result in substantial penalties.
Additionally, challenges to or investigation into our practices could cause adverse publicity and be costly to respond to and thus could harm our
business.

The Dodd-Frank Wall Street Reform and Consumer Protection Act requires us to track and disclose the source of certain metals used in
manufacturing which may stem from minerals (so called “conflict minerals”) which originate in the Democratic Republic of the Congo or adjoining
regions. These metals include tantalum, tin, gold and tungsten. These metals are central to the technology industry and are present in some of our
products as component parts. In most cases no acceptable alternative material exists which has the necessary properties. It is not possible to determine
the source of the metals by analysis but instead a good faith description of the source of the intermediate components and raw materials must be
obtained. The components which incorporate those metals may originate from many sources and we purchase fabricated products from manufacturers
who may have a long and difficult-to-trace supply chain. As the spot price of these materials varies, producers of the metal intermediates can be
expected to change the mix of sources used, and components and assemblies which we buy may have a mix of sources as their origin. We are required to
carry out a diligent effort to determine and disclose the source of these materials. There can be no assurance we can obtain this information from
intermediate producers not willing or not able to provide this information or further identify their sources of supply or to notify us if these sources
change. These metals are subject to price fluctuations and shortages which can affect our ability to obtain the manufactured materials we rely on at
favorable terms or from consistent sources. These changes could have an adverse impact on our ability to manufacture and market our devices and
products.

Changes in U.S. tax laws could have a material adverse effect on our business, cash flow, results of operations or financial conditions.

On December 22, 2017, the U.S. government enacted comprehensive tax legislation commonly referred to as the Tax Cuts and Jobs Act (the “Tax
Act”). The Tax Act makes broad and complex changes to the U.S. federal tax code that affected 2017, the current year and onwards, including, but not
limited to, a reduction of the U.S. federal corporate tax rate from approximately 35% to 21%, a general elimination of U.S. federal income taxes on
dividends from foreign subsidiaries, limitations on the use of net operating deduction losses, and disallowance of most entertainment expenses.

In addition on December 22, 2017, the SEC staff issued Staff Accounting Bulletin No. 118 (“SAB 118”) which provides guidance on accounting
for the tax effects of the Tax Act. SAB 118 provides a measurement period that should not extend beyond one year from the Tax Act enactment date for
companies to complete the accounting under ASC 740, Income taxes for the year ended December 31, 2017. In accordance with SAB 118, a company
must reflect the income tax effects of those aspects of the Tax Act for which the accounting under ASC 740 is complete. The Company is still within the
measurement period as of second quarter of 2018 and no further conclusions have been made, as the Company reviews the law change and the impact to
the Company.
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If we fail to comply with environmental requirements, our business, financial condition, operating results and reputation could be adversely
affected.

Our products and operations are subject to various federal, state, local and foreign environmental laws and regulations, including those governing
the use, storage, handling, exposure to, and disposal of hazardous materials and a large and growing body of international standards which govern the
design, manufacture, materials content and sourcing, testing, certification, packaging, installation, use and disposal of our products. We must continually
keep abreast of these standards and requirements and integrate compliance to these with the development and regulatory documentation for our
products. Failure to meet these standards could limit the ability to market our products in those regions which require compliance with such standards or
subject us to fines and penalties. Examples of such standards include laws governing the hazardous material content of our devices and products, such as
the European Union (“EU”) Directive 2011/65/EU relating to Restrictions on the Use of Certain Hazardous Substances “RoHS Directive”, and the EU
Directive 2012/19/EU on Waste Electrical and Electronic Equipment. Similar laws and regulations have been passed or are pending in several other
jurisdictions and may be enacted in other regions, including in the United States, and we are, or may in the future be, subject to these laws and
regulations.

Our failure to comply with past, present and future similar laws could result in reduced sales of our devices and products, inventory write-offs,
reputational damage, penalties and other sanctions, any of which could harm our business and financial condition. We also expect that our devices and
products will be affected by new environmental laws and regulations on an ongoing basis. New environmental laws and regulations will likely result in
additional costs and may increase penalties associated with violations or require us to change the content of our devices and products or how they are
manufactured, which could have a material adverse effect on our business, operating results and financial condition.

Risks Relating to Our Ownership of Our Common Stock and this Offering

Our stock price has been and may continue to be volatile and an investment in our common stock could suffer a decline in value.

The trading price of our common stock has been subject to wide fluctuations in response to a variety of factors, some of which are beyond our
control, including changes in foreign currency exchange rates, quarterly variations in our operating results, announcements by us or our competitors of
new products or of significant clinical achievements, changes in market valuations of other similar companies in our industry and general market
conditions. For the fiscal quarter ended June 30, 2018, the trading price of our common stock fluctuated from a low of $4.28 per share to a high of $7.39
per share. There can be no assurance that our common stock trading price will not suffer declines. Our common stock may experience an imbalance
between supply and demand resulting from low trading volumes and therefore broad market fluctuations could have a significant impact on the market
price of our common stock regardless of our performance.

We have broad discretion in the use of the net proceeds from this offering and may not use them effectively.

Our management will have broad discretion in the application of the net proceeds from this offering and could spend the proceeds in ways with
which you may not agree. Accordingly, you will be relying on the judgment of our management with regard to the use of these net proceeds, and you
will not have the opportunity, as part of your investment decision, to assess whether the proceeds are being used appropriately. It is possible that the
proceeds will be invested or otherwise used in a way that does not yield a favorable, or any, return for our company.

Investors in this offering will experience immediate and substantial dilution and may experience further dilution in the future.

The public offering price of the common stock offered pursuant to this prospectus supplement is substantially higher than the net tangible book
value per share of our common stock. Therefore, if you purchase
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shares of common stock in this offering, you will incur immediate and substantial dilution in the pro forma net tangible book value per share of common
stock from the price per share that you pay for the common stock. Furthermore, we may seek to raise additional capital from time to time in the future.
Such financings may involve the issuance of equity and/or securities convertible into or exercisable or exchangeable for our equity securities. We also
expect to continue to utilize equity-based compensation. To the extent options are exercised, restricted stock units vest or we issue common stock,
preferred stock, or securities such as warrants that are convertible into, exercisable or exchangeable for, our common stock or preferred stock in the
future, you may experience further dilution.

Our shareholders may experience further dilution in their percentage ownership if we issue additional shares of common stock in the future.

Any additional future issuances of common stock by us will reduce the percentage of our common stock owned by investors purchasing shares in
this offering who do not participate in such future issuances. In most circumstances, shareholders will not be entitled to vote on whether or not we issue
additional common stock.

Because we do not intend to pay dividends, stockholders will benefit from an investment in our common stock only if it appreciates in value.

We expect to retain any earnings for use to further develop our business, and do not expect to declare cash dividends on our common stock in the
foreseeable future. The declaration and payment of any such dividends in the future depends upon our earnings, financial condition, capital needs and
other factors deemed relevant by the board of directors, and may be restricted by future agreements with lenders. In addition, our loan facility with
Silicon Valley Bank restricts us from paying any dividends or making any other distribution or payment on account of our common stock. As a result,
the success of an investment in our common stock will depend entirely upon any future appreciation. There is no guarantee that our common stock will
appreciate in value or even maintain the price at which stockholders have purchased their shares.

If securities or industry analysts do not continue to publish research or publish incorrect or unfavorable research about our business, our
stock price and trading volume could decline.

The trading market for our common stock depends in part on the research and reports that securities or industry analysts publish about us, our
market and our competitors. If no or few securities or industry analysts cover our company, the trading price for our stock could be negatively impacted.
If one or more of the analysts who covers us downgrades our stock or publishes incorrect or unfavorable research about our business, our stock price
could decline. If one or more of these analysts ceases coverage of our company or fails to publish reports on us regularly, demand for our stock could
decrease, which could cause our stock price or trading volume to decline.

Ownership of our common stock is concentrated among a few investors, which may affect the ability of a third party to acquire control of us.
Substantial sales by such investors could cause our stock price to decline.

Our directors, executive officers, current five percent or greater stockholders and affiliated entities together beneficially own a significant portion
of our common stock outstanding as of June 30, 2018. Having such a concentration of ownership may have the effect of making it more difficult for a
third party to acquire, or of discouraging a third party from seeking to acquire, a majority of our outstanding common stock or control of our board of
directors through a proxy solicitation.

Shares held by our directors and our executive officers under this prospectus supplement and the accompanying prospectus are subject to a 90-day
contractual lock-up, subject to certain exceptions, as described in the section entitled “Underwriting.” The sale, or perceived sale, of a substantial
number of our shares by any such investor or our other stockholders, before or after the expiration of the 90-day contractual lock-up period, could cause
the trading price of our common stock to decline, make it more difficult for us to raise funds through future offerings of our common stock or acquire
other businesses using our common stock as consideration.
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As a public company, we are obligated to develop and maintain proper and effective internal control over financial reporting. We may not
complete our analysis of our internal control over financial reporting in a timely manner, or these internal controls may not be determined to be
effective, which may adversely affect investor confidence in our company and, as a result, the value of our common stock.

We are required, pursuant to Section 404 of the Sarbanes-Oxley Act, to furnish a report by management on, among other things, the effectiveness
of our internal control over financial reporting. This assessment must include disclosure of any material weaknesses identified by our management in
our internal control over financial reporting. We may experience difficulty in meeting these reporting requirements in a timely manner, particularly if
material weaknesses or significant deficiencies persist. We are an accelerated filer and our independent registered public accounting firm is required to
formally attest to the effectiveness of our internal control over financial reporting pursuant to Section 404 as defined in the Exchange Act. If we are
unable to comply with the requirements of Section 404 in a timely manner, the market price of our stock could decline and we could be subject to
sanctions or investigations by the Nasdaq Stock Market, the SEC or other regulatory authorities, which could require additional financial and
management resources.

Any failure to develop or maintain effective controls, or any difficulties encountered in their implementation or improvement, could harm our
operating results or cause us to fail to meet our reporting obligations. Any failure to implement and maintain effective internal controls also could
adversely affect the results of periodic management evaluations regarding the effectiveness of our internal control over financial reporting. Ineffective
disclosure controls and procedures or internal control over financial reporting could also cause investors to lose confidence in our reported financial and
other information, which could likely have a negative effect on the trading price of our common stock.

Implementing any appropriate changes to our internal controls may require specific compliance training of our directors, officers and employees,
entail substantial costs in order to modify our existing accounting systems, and take a significant period of time to complete. Such changes may not,
however, be effective in maintaining the adequacy of our internal controls, and any failure to maintain that adequacy, or consequent inability to produce
accurate financial statements on a timely basis, could increase our operating costs and could materially impair our ability to operate our business. In the
event that we are not able to demonstrate compliance with Section 404 of the Sarbanes-Oxley Act in a timely manner, that our internal controls are
perceived as inadequate or that we are unable to produce timely or accurate financial statements, investors may lose confidence in our operating results
and our stock price could decline.

Our charter documents, anti-takeover provisions of Delaware law, and contractual provisions could delay or prevent an acquisition or sale of
our company.

Our certificate of incorporation empowers the board of directors to establish and issue a class of preferred stock, and to determine the rights,
preferences and privileges of the preferred stock. These provisions give the board of directors the ability to deter, discourage or make more difficult a
change in control of our company, even if such a change in control could be deemed in the interest of our stockholders or if such a change in control
would provide our stockholders with a substantial premium for their shares over the then-prevailing market price for the common stock. Our certificate
of incorporation and bylaws contain other provisions that could have an anti-takeover effect, including the following:
 

 •  the authorized number of directors may be changed only by resolution of our board of directors;
 

 •  only our board of directors is authorized to fill vacant directorships, including newly created seats;
 

 •  special meetings of our stockholders may be called only by our board of directors or by a committee of our board of directors, thus
prohibiting a stockholder from calling a special meeting;

 

 •  stockholders must give advance notice to nominate directors or propose other business; and
 

 •  stockholders are not permitted to cumulate votes in the election of directors.
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In addition, we are generally subject to the anti-takeover provisions of Section 203 of the Delaware General Corporation Law, which regulates
corporate acquisitions. These provisions could discourage potential acquisition proposals and could delay or prevent a change in control transaction.
They could also have the effect of discouraging others from making tender offers for our common stock or prevent changes in our management.
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Cautionary Statements Regarding Forward-Looking Statements

This prospectus, any related prospectus supplement and the registration statement of which they are a part contain or incorporate by reference
“forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of
the Securities Exchange Act of 1934 (the “Exchange Act”). Any statements contained herein that are not statements of historical facts may be deemed to
be forward-looking statements. These forward-looking statements include, but are not limited to, statements about:
 

 •  the effectiveness of procedures implemented to address supply chain and sales force training issues;
 

 •  our ability to detect possible defects in our design;
 

 •  anticipated levels of future sales and operating results, and long term growth prospects;
 

 •  market acceptance and adoption of our products and our outlook for system sales;
 

 •  our gross margin goals and performance;
 

 •  the success of our efforts to reduce costs and manage cash flows;
 

 •  general economic conditions, including changes in foreign currency rates, and levels of international sales;
 

 •  corporate strategy;
 

 •  effects of seasonality;
 

 •  inspections by and approvals required by the FDA;
 

 •  our current and future liquidity and capital requirements;
 

 •  our ability to issue shares in this offering;
 

 •  levels of future investment in research and development and sales and marketing efforts;
 

 •  our product distribution strategies with Alcon, Inc.;
 

 •  changes in U.S. tax laws that could have material adverse effects on our business, cash flow, results of operations or financial conditions;
and

 

 •  compliance of our devices and products with various environmental laws and regulations.

Forward-looking statements involve a number of risks and uncertainties, many of which are outside of our control. Factors that might cause actual
results to differ include, but are not limited to, those set forth under “Risk Factors” in this prospectus supplement and the documents incorporated by
reference herein. In particular, factors that could cause actual results to differ materially from projected results include, but are not limited to:
 

 •  quality control, production and product assembly issues;
 

 •  defects in product design;
 

 •  risks associated with international sales;
 

 •  general economic and political conditions globally or regionally;
 

 •  business and economic conditions in the industries in which we operate;
 

 •  the ability to successfully develop new products;
 

 •  the ability of new and existing products to achieve and maintain market acceptance;
 

 •  increases in and effects of competition;
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 •  uncertainty regarding healthcare reform measures and changes in third-party coverage and reimbursement policies;
 

 •  changes in collaborative relationships;
 

 •  changes in our costs and unit pricing of products;
 

 •  changes in sales force or distributor relationships;
 

 •  any failure to manage growth in our business, including growth through acquisitions;
 

 •  any failure to maintain or successfully protect intellectual property rights;
 

 •  any loss of key personnel;
 

 •  any failure to accurately forecast demand for our products;
 

 •  reliance on sole and limited source suppliers and manufacturers;
 

 •  any catastrophic loss of our facilities or our suppliers’ facilities;
 

 •  any failure to maintain our relationships with health care providers;
 

 •  the impact of FDA, environmental and other regulations on business;
 

 •  any failure to comply with regulatory and legal requirements;
 

 •  loss of reputation, including as a result of any misuse of products;
 

 •  the inability of customers to obtain credit or increases in interest rates;
 

 •  any recalls of products;
 

 •  product liability and other legal claims;
 

 •  the ability to successfully manage the acquisition and integration of additional companies or product lines; and
 

 •  our ability to comply with federal, state and foreign laws governing our business practices.

Although we believe that the assumptions underlying our forward-looking statements are reasonable, any of the assumptions could be inaccurate,
and therefore there can be no assurance that such statements will be accurate. In light of the significant uncertainties inherent in our forward-looking
statements, the inclusion of such information should not be regarded as a representation by us or any other person that the results or conditions described
in such statements or our objectives and plans will be achieved. Furthermore, past performance in operations and share price is not necessarily indicative
of future performance. IRIDEX disclaims any intention or obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise. You are advised, however, to consult any additional disclosures we have made or will make in our reports to the
SEC on Forms 10-K, 10-Q and 8-K. All subsequent written and oral forward-looking statements attributable to us or persons acting on our behalf are
expressly qualified in their entirety by the cautionary statements contained in this prospectus.
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Use of Proceeds

We estimate that the net proceeds from the sale of the shares of common stock that we are offering, will be approximately $9.1 million, or
approximately $10.5 million if the underwriters exercise their over-allotment option in full, after deducting the estimated underwriting discounts and
commissions and estimated offering expenses payable by us.

We expect the net proceeds to us from the sale of the common stock offered by this prospectus supplement and the accompanying prospectus will
be used for working capital and other general corporate purposes. We may also use a portion of the net proceeds for licensing or acquiring intellectual
property or technologies to incorporate in our products, capital expenditures, to fund possible investments in and acquisitions of complementary
businesses, partnerships, minority investments or to repay indebtedness.

We have not determined the amounts we plan to spend on the areas listed above or the timing of these expenditures. As a result, our management
will have broad discretion in the application of the net proceeds of this offering. We have no current plans, commitments or agreements with respect to
any material licenses, acquisitions, investments or similar transactions as of the date of this prospectus. Pending the application of the net proceeds, we
expect to invest the net proceeds of this offering in investment-grade, interest-bearing securities.

Price Range of Our Common Stock

Our common stock is listed on The Nasdaq Global Market under the symbol “IRIX.” The following table sets forth, for the periods indicated, the
high and low sales prices of our common stock as reported on The Nasdaq Global Market:
 

   High    Low  
Fiscal Year ended December 31, 2016     

First Quarter   $10.80   $ 7.50 
Second Quarter   $15.12   $ 9.87 
Third Quarter   $16.64   $13.39 
Fourth Quarter   $16.39   $12.27 

Fiscal Year ended December 30, 2017     
First Quarter   $16.37   $11.66 
Second Quarter   $12.43   $ 8.61 
Third Quarter   $10.98   $ 7.58 
Fourth Quarter   $ 9.99   $ 7.43 

Fiscal Year ended December 31, 2018     
First Quarter   $ 8.76   $ 5.31 
Second Quarter   $ 7.39   $ 4.28 
Third Quarter (through September 13, 2018)   $ 9.48   $ 6.11 

As of September 13, 2018, there were 37 holders of record of our common stock. On September 13, 2018, the last sale price reported on The
Nasdaq Global Market for our common stock was $7.75 per share.
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Dividend Policy

We have never declared or paid any dividends on our capital stock. We currently expect to retain future earnings, if any, for use in the operation
and expansion of our business and do not anticipate paying any cash dividends in the foreseeable future. In addition, our loan facility with Silicon Valley
Bank restricts us from paying any dividends or making any other distribution or payment on account of our common stock.
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Description of Securities

In this offering, we are offering shares of common stock. The material terms and provisions of our common stock are described under the caption
“Description of Capital Stock” starting on page 7 of the accompanying prospectus.
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Material U.S. Federal Income Tax Consequences to Non-U.S. Holders of our Common Stock

The following is a summary of the material U.S. federal income and estate tax consequences to non-U.S. holders (as defined below) of the
ownership and disposition of our common stock, but does not purport to be a complete analysis of all the potential tax considerations relating thereto.
This summary is based upon the provisions of the Internal Revenue Code of 1986, as amended (the “Code”), U.S. Treasury regulations promulgated
thereunder, administrative rulings and judicial decisions, all as of the date hereof. These authorities may be changed, possibly retroactively, and any
changes may result in U.S. federal income tax consequences different from those set forth below. We have not sought any ruling from the Internal
Revenue Service (the “IRS”), with respect to the statements made and the conclusions reached in the following summary, and there can be no assurance
that the IRS will agree with such statements and conclusions.

This summary also does not address the tax considerations arising under the laws of any state, local or non-U.S. jurisdiction or under U.S. federal
non-income tax laws. In addition, this discussion does not address the potential application of the Medicare contribution tax on net investment income or
any tax considerations applicable to an investor’s particular circumstances or to investors that may be subject to special tax rules, including, without
limitation:
 

 •  banks, insurance companies or other financial institutions;
 

 •  persons subject to the alternative minimum tax;
 

 •  tax-exempt organizations or accounts;
 

 •  controlled foreign corporations, passive foreign investment companies or corporations that accumulate earnings to avoid U.S. federal
income tax;

 

 •  dealers in securities or currencies;
 

 •  traders in securities that elect to use a mark-to-market method of accounting for their securities holdings;
 

 •  persons that own, or are deemed to own, more than 5% of our capital stock (except to the extent specifically set forth below);
 

 •  certain former citizens or long-term residents of the United States;
 

 •  persons who hold our common stock as a position in a hedging transaction, “straddle,” “conversion transaction” or other risk reduction
transaction;

 

 •  persons subject to special tax accounting rules as a result of any item of gross income with respect to our common stock being taken into
account in an applicable financial statement;

 

 •  persons who do not hold our common stock as a capital asset within the meaning of Section 1221 of the Code (generally property held for
investment); or

 

 •  persons deemed to sell our common stock under the constructive sale provisions of the Code.

In addition, if a partnership (or entity or arrangement classified as a partnership for U.S. federal income tax purposes) holds our common stock,
the tax treatment of a person treated as a partner for such purposes generally will depend on the status of the partner and upon the activities of the
partnership. Accordingly, partnerships that hold our common stock, and partners in such partnerships, should consult their tax advisors.

You are urged to consult your tax advisor with respect to the application of the U.S. federal income tax laws to your particular situation, as
well as any tax consequences of the purchase, ownership and disposition of our common stock arising under the U.S. federal estate or gift tax rules
or under the laws of any state, local, non-U.S. or other taxing jurisdiction or under any applicable tax treaty.
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Non-U.S. Holder Defined

For purposes of this discussion, except as modified for estate tax purposes, you are a non-U.S. holder if you are a beneficial owner of our common
stock that is not, for U.S. federal income tax purposes, any of the following:
 

 •  an entity or arrangement treated as a partnership;
 

 •  an individual who is a citizen or resident of the United States (for federal income tax purposes);
 

 •  a corporation or other entity taxable as a corporation, created or organized in the United States or under the laws of the United States or any
political subdivision thereof;

 

 •  an estate whose income is subject to U.S. federal income tax regardless of its source; or
 

 
•  a trust (x) whose administration is subject to the primary supervision of a court within the United States and which has one or more U.S.

persons who have the authority to control all substantial decisions of the trust or (y) which has made a valid election under applicable
Treasury Regulations to be treated as a U.S. person.

Distributions

We have not made any distributions on our common stock and do not intend to make any distributions on our common stock for the foreseeable
future. However, if we do make distributions on our common stock, those distributions will constitute dividends for U.S. tax purposes to the extent paid
from our current or accumulated earnings and profits, as determined under U.S. federal income tax principles. To the extent those distributions exceed
both our current and accumulated earnings and profits, they will constitute a return of capital and will first reduce your basis in our common stock
(determined separately with respect to each share of our common stock), but not below zero, and then will be treated as gain from the sale of that stock.

Any dividend paid to you generally will be subject to U.S. withholding tax either at a rate of 30% of the gross amount of the dividend or such
lower rate as may be specified by an applicable income tax treaty. In order to receive a reduced treaty rate, you must provide us in a timely manner an
IRS Form W-8BEN, IRS Form W-8BEN-E or other appropriate version of IRS Form W-8, certifying qualification for the reduced rate. If you are
eligible for a reduced rate of U.S. withholding tax pursuant to an income tax treaty, you may obtain a refund of any excess amounts withheld by filing an
appropriate claim for refund with the IRS in a timely manner. If you hold our common stock through a financial institution or other agent acting on your
behalf, you will be required to provide appropriate documentation to the agent, who then will be required to provide the required certification to us or
our paying agent, either directly or through other intermediaries. You should consult your tax advisor regarding your entitlement to benefits under any
applicable income tax treaty.

Dividends received by you that are effectively connected with your conduct of a U.S. trade or business (and, if an income tax treaty applies, that
are attributable to a permanent establishment or fixed base maintained by you in the United States), are exempt from such withholding tax. In order to
obtain this exemption, you must provide us with an IRS Form W-8ECI or other applicable IRS Form W-8 properly certifying such exemption. Such
effectively connected dividends, although not subject to withholding tax, generally are taxed at the same graduated rates applicable to U.S. persons, net
of certain deductions and credits. In addition, if you are a corporate non-U.S. holder, dividends you receive that are effectively connected with your
conduct of a U.S. trade or business may also be subject to a branch profits tax at a rate of 30% or such lower rate as may be specified by an applicable
income tax treaty, subject to certain adjustments.
 

S-34



Table of Contents

Gain on Disposition of Our Common Stock

You generally will not be required to pay U.S. federal income tax on any gain realized upon the sale or other disposition of our common stock
unless:
 

 •  the gain is effectively connected with your conduct of a U.S. trade or business (and, if an income tax treaty applies, the gain is attributable to
a permanent establishment or fixed base maintained by you in the United States);

 

 •  you are an individual who is present in the United States for a period or periods aggregating 183 days or more during the calendar year in
which the sale or disposition occurs and certain other conditions are met; or

 

 
•  our common stock constitutes a U.S. real property interest by reason of our status as a “United States real property holding corporation,” or

USRPHC, for U.S. federal income tax purposes at any time within the shorter of the five-year period preceding your disposition of, or your
holding period for, our common stock.

We believe that we are not currently and will not become a USRPHC. However, because the determination of whether we are a USRPHC depends
on the fair market value of our U.S. real property relative to the fair market value of our other business assets, there can be no assurance that we will not
become a USRPHC in the future. Even if we are or become a USRPHC, however, as long as our common stock is regularly traded on an established
securities market, such common stock will be treated as U.S. real property interests to you only if you actually or constructively hold more than 5% of
our common stock at any time during the shorter of the five-year period preceding your disposition of, or your holding period for, our common stock.

If you are a non-U.S. holder described in the first bullet above, you will be required to pay tax on the net gain derived from the sale under regular
graduated U.S. federal income tax rates, and a corporate non-U.S. holder described in the first bullet above also may be subject to the branch profits tax
at a 30% rate, or such lower rate as may be specified by an applicable income tax treaty. If you are an individual non-U.S. holder described in the second
bullet above, you will be required to pay a flat 30% tax on the gain derived from the sale, which tax may be offset by U.S.-source capital losses for the
year, provided you have timely filed U.S. federal income tax returns with respect to such losses. You should consult any applicable income tax or other
treaties that may provide for different rules.

Backup Withholding and Information Reporting

Generally, we must report annually to the IRS the amount of dividends paid to you, your name and address, and the amount of tax withheld, if any.
A similar report will be sent to you. Pursuant to applicable income tax treaties or other agreements, the IRS may make these reports available to tax
authorities in your country of residence.

Payments of dividends on or of proceeds from the disposition of our common stock made to you may be subject to additional information
reporting and backup withholding at a current rate of 24% unless you establish an exemption, for example, by properly certifying your non-U.S. status
on an IRS Form W-8BEN, IRS Form W-8BEN-E or another appropriate version of IRS Form W-8. Notwithstanding the foregoing, backup withholding
and information reporting may apply if either we or our paying agent has actual knowledge, or reason to know, that you are a U.S. person.

Backup withholding is not an additional tax; rather, the U.S. income tax liability of persons subject to backup withholding will be reduced by the
amount of tax withheld. If withholding results in an overpayment of taxes, a refund or credit may generally be obtained from the IRS, provided that the
required information is furnished to the IRS in a timely manner.
 

S-35



Table of Contents

Foreign Account Tax Compliance Act

The Foreign Account Tax Compliance Act (“FATCA”), generally imposes a U.S. federal withholding tax of 30% on dividends on and the gross
proceeds of a disposition of our common stock, paid to a “foreign financial institution” (as specially defined under these rules), unless such institution
enters into an agreement with the U.S. government to withhold on certain payments and to collect and provide to the U.S. tax authorities substantial
information regarding the U.S. account holders of such institution (which includes certain equity and debt holders of such institution, as well as certain
account holders that are foreign entities with U.S. owners) or otherwise establishes an exemption. FATCA also generally imposes a U.S. federal
withholding tax of 30% on dividends on and the gross proceeds of a disposition of our common stock paid to a “non-financial foreign entity” (as
specially defined under these rules) unless such entity provides the withholding agent with a certification identifying certain substantial direct and
indirect U.S. owners of the entity, certifies that there are none or otherwise establishes an exemption. The withholding obligations under FATCA
generally apply to payments of dividends on our common stock, and under transition rules, are expected to apply to payments of gross proceeds from a
sale or other disposition of our common stock on or after January 1, 2019. Under certain circumstances, a non-U.S. holder might be eligible for refunds
or credits of tax withheld pursuant to the rules described in this section. An intergovernmental agreement between the United States and an applicable
foreign country may modify the requirements described in this paragraph. Prospective investors are encouraged to consult with their own tax advisors
regarding the possible implications of this legislation on their investment in our common stock.

Each prospective investor should consult its own tax advisor regarding the particular U.S. federal, state and local and non-U.S. tax
consequences of purchasing, owning and disposing of our common stock, including the consequences of any proposed change in applicable laws.
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Underwriting

We have entered into an underwriting agreement with the underwriters named below for whom Stifel, Nicolaus & Company, Incorporated is
acting as representative.

Pursuant to the terms and subject to the conditions contained in the underwriting agreement, we have agreed to sell to the underwriters, severally,
and the underwriters have severally agreed to purchase from us, the number of shares of common stock set forth opposite its name below:
 

Underwriters   
Number of

Shares  
Stifel, Nicolaus & Company, Incorporated    1,333,334 
Roth Capital Partners, LLC    333,333 
Total    1,666,667 

The underwriting agreement provides that the obligation of the underwriters to purchase the shares of common stock offered by this prospectus
supplement and the accompanying prospectus is subject to certain conditions. The underwriters are obligated to purchase all of the shares of common
stock offered hereby if any of the shares are purchased.

We have granted the underwriters an over-allotment option, exercisable for 30 days from the date of this prospectus supplement, to purchase up to
250,000 additional shares of common stock at the public offering price listed on the cover of this prospectus supplement, less the underwriting discounts
and commissions. To the extent the option is exercised, each of the underwriters will become obligated, subject to certain conditions, to purchase about
the same percentage of the additional shares of common stock as the number listed next to the underwriter’s name in the preceding table bears to the
total number of shares of common stock listed next to the names of all underwriters in the preceding table.

Discounts, Commissions, Fees and Expenses

The underwriters propose to offer the shares of common stock purchased pursuant to the underwriting agreement to the public at the public
offering price set forth on the cover page of this prospectus supplement and to certain dealers at that price less a concession not in excess of $0.216 per
share. After this offering, the public offering price and concession may be changed by the underwriters.

The following table shows the underwriting discounts and commissions payable to the underwriters by us in connection with this offering. These
amounts are shown assuming both no exercise and full exercise of the over-allotment option to purchase additional shares of common stock we have
granted to the underwriters:
 

   Per Share    Total  

   

Without
Over-

allotment   

With
Over-

allotment   

Without
Over-

allotment    

With
Over-

allotment  
Public offering price   $ 6.00   $ 6.00   $10,000,002   $11,500,002 
Underwriting discounts and commissions paid by us   $ 0.36   $ 0.36   $ 600,000   $ 690,000 
Proceeds to IRIDEX, before expenses   $ 5.64   $ 5.64   $ 9,400,002   $10,810,002 

We have also agreed to reimburse the underwriters for legal expenses incurred by them in connection with the offering up to a maximum of
$125,000.

Indemnification

Pursuant to the underwriting agreement, we have agreed to indemnify the underwriters against certain liabilities, including liabilities under the
Securities Act, or to contribute to payments that the underwriters or such other indemnified parties may be required to make in respect of those
liabilities.
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Lock-Up Agreements

We and our executive officers and directors have agreed, subject to certain exceptions, for a period of 90 days following the date of the
underwriting agreement (the “Lock-up Period”), not to offer, sell, contract to sell (including any short sale), pledge, hypothecate, establish an open “put
equivalent position” within the meaning of Rule 16a-1(h) of the Exchange Act, grant any option, right or warrant for the sale of, purchase any option or
contract to sell, sell any option or contract to purchase, or otherwise encumber, dispose of or transfer, or grant any rights with respect to, directly or
indirectly, any shares of common stock or securities convertible into or exchangeable or exercisable for any shares of common stock, enter into a
transaction which would have the same effect, or enter into any, swap, hedge or other arrangement that transfers, in whole or in part, any of the
economic consequences of ownership of the common stock or such other securities, whether any such aforementioned transaction is to be settled by
delivery of the common stock or such other securities, in cash or otherwise, or publicly disclose the intention to make any such offer, sale pledge or
disposition, or to enter into any such transaction, swap, hedge or other arrangement, without, in each case, the prior written consent of Stifel, Nicolaus &
Company, Incorporated.

These restrictions for executive officers and directors are subject to exceptions for (A)(i) transactions relating to securities in open market
transactions after this offering date, (ii) transfers or other dispositions of shares of common stock purchased by the locked-up party in this offering,
provided that, in the case of any transactions pursuant to the preceding clauses (A)(i) and (ii), no filing by any party under the Exchange Act or other
public announcement shall be required or shall be voluntarily made; or (B)(i) bona fide gifts by the locked-up party, (ii) transfers of common stock or
any security convertible into or exercisable for common stock to an immediate family member, an immediate family member of a domestic partner or a
trust for the benefit of the locked-up party, a domestic partner or an immediate family member or to any corporation, partnership, limited liability
company or other entity all of the beneficial ownership interests of which are held exclusively by the locked-up party or the locked-up party’s domestic
partner in a transaction not involving a disposition for value, (iii) transfers of common stock or any security convertible into or exercisable for common
stock upon death by will or intestate succession, and (iv) securities transferred to one or more affiliates of the undersigned and distributions of securities
to partners, members or stockholders of the locked-up party in a transaction not involving a disposition for value, provided that in each of any
transactions pursuant to the preceding clauses (B)(i)-(iv), each resulting transferee of the company’s securities agrees in writing prior to such transfer to
be bound by the terms of the lock-up agreement as if it were party thereto, and no filing by any party under the Exchange Act or other public
announcement shall be required or shall be voluntarily made.

In addition, the foregoing restrictions shall not apply to (A) the exercise of any option, warrant, restricted stock units or other right to acquire
shares of common stock, the settlement of any stock-settled stock appreciation rights, restricted stock or restricted stock units, or the conversion of any
convertible security into securities of the Company, provided, however, that in any such case the securities issued upon exercise shall remain subject to
the provisions of the lock-up agreement, (B) the entry into any trading plan established pursuant to Rule 10b5-1 under the Exchange Act, provided that
such plan does not provide for any sales or other dispositions of common stock during the Lock-Up Period and the entry into such plan is not publicly
announced or disclosed, including in any filing under the Exchange Act, or (C) the surrender or forfeiture of shares of common stock to the company in
a transaction exempt from Section 16(b) of the Exchange Act to satisfy tax withholding obligations upon exercise or vesting of stock options or equity
awards.

Electronic Distribution

This prospectus supplement and the accompanying prospectus may be made available in electronic format on websites or through other online
services maintained by the underwriters or by their affiliates. In those cases, prospective investors may view offering terms online and prospective
investors may be allowed to place orders online. Other than this prospectus supplement and the accompanying prospectus in electronic format, the
information on the underwriters’ website or our website and any information contained in any other websites
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maintained by the underwriters or by us is not part of this prospectus supplement, the accompanying prospectus or the registration statement of which
this prospectus supplement and the accompanying prospectus forms a part, has not been approved and/or endorsed by us or the underwriters in its
capacity as underwriters, and should not be relied upon by investors.

Price Stabilization, Short Positions and Penalty Bids

In connection with the offering the underwriters may engage in stabilizing transactions, over-allotment transactions, syndicate covering
transactions and penalty bids in accordance with Regulation M under the Exchange Act:
 

 •  Stabilizing transactions permit bids to purchase the underlying security so long as the stabilizing bids do not exceed a specified maximum.
 

 

•  Over-allotment involves sales by the underwriters of shares in excess of the number of shares the underwriters are obligated to purchase,
which creates a syndicate short position. The short position 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 covered short position by either exercising their over-allotment option and/or purchasing shares
in the open market.

 

 

•  Syndicate covering transactions involve purchases of the common stock 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 to the price at which they may purchase
shares through the over-allotment option. A naked short position occurs if the underwriters sell more shares than could be covered by the
over-allotment option. This position can only be closed out by buying shares in the open market. A naked short position is more likely to be
created if the underwriters are concerned that there could be downward pressure on the price of the shares in the open market after pricing
that could adversely affect investors who purchase in the offering.

 

 •  Penalty bids permit the underwriters to reclaim a selling concession from a syndicate member when the common stock originally sold by the
syndicate member is purchased in a stabilizing or syndicate covering transaction 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 common stock or preventing or retarding a decline in the market price of the common stock. As a result, the price of our common stock may be
higher than the price that might otherwise exist in the open market. These transactions may be discontinued at any time.

Neither we, nor the underwriters make any representation or prediction as to the direction or magnitude of any effect that the transactions
described above may have on the price of our shares of common stock. In addition, neither we nor the underwriters make any representation that the
underwriters will engage in these transactions or that any transaction, if commenced, will not be discontinued without notice.

Passive Market-Making

In connection with the offering, the underwriters may engage in passive market-making transactions in the common stock on The Nasdaq Global
Market in accordance with Rule 103 of Regulation M under the Exchange Act during the period before the commencement of offers or sales of common
stock and extending through the completion and distribution. A passive market-maker must display its bids at a price not in excess of the highest
independent bid of the security. However, if all independent bids are lowered below the passive market-maker’s bid, that bid must be lowered when
specified purchase limits are exceeded.
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Miscellaneous

Our common stock trades on The Nasdaq Global Market under the symbol “IRIX.”

The transfer agent for our common stock is Computershare Trust Company, N.A.

The underwriters have in the past provided, or may in the future provide, various investment banking and other financial services for us for which
they have received, or may in the future receive, customary fees.

Selling Restrictions

Canada

This prospectus supplement and the accompanying prospectus constitute an “exempt offering document” as defined in and for the purposes of
applicable Canadian securities laws. No prospectus has been filed with any securities commission or similar regulatory authority in Canada in
connection with the offer and sale of the shares of common stock. No securities commission or similar regulatory authority in Canada has reviewed or in
any way passed upon this prospectus supplement and the accompanying prospectus or on the merits of the shares of common stock and any
representation to the contrary is an offence.

Canadian investors are advised that this prospectus supplement and the accompanying prospectus have been prepared in reliance on
section 3A.3 of National Instrument 33-105 Underwriting Conflicts (“NI 33-105”). Pursuant to section 3A.3 of NI 33-105, this prospectus
supplement and the accompanying prospectus are exempt from the requirement that the company and the underwriters provide Canadian
investors with certain conflicts of interest disclosure pertaining to “connected issuer” and/or “related issuer” relationships that may exist
between the company and the underwriters as would otherwise be required pursuant to subsection 2.1(1) of NI 33-105.

Resale Restrictions

The offer and sale of the shares of common stock in Canada is being made on a private placement basis only and is exempt from the requirement
that the company prepares and files a prospectus under applicable Canadian securities laws. Any resale of shares of common stock acquired by a
Canadian investor in this offering must be made in accordance with applicable Canadian securities laws, which may vary depending on the relevant
jurisdiction, and which may require resales to be made in accordance with Canadian prospectus requirements, pursuant to a statutory exemption from
the prospectus requirements, in a transaction exempt from the prospectus requirements or otherwise under a discretionary exemption from the
prospectus requirements granted by the applicable local Canadian securities regulatory authority. These resale restrictions may under certain
circumstances apply to resales of the shares of common stock outside of Canada.

Representations of Purchasers

Each Canadian investor who purchases the shares of common stock will be deemed to have represented to the company, the underwriters and to
each dealer from whom a purchase confirmation is received, as applicable, that the investor is (i) purchasing as principal, or is deemed to be purchasing
as principal in accordance with applicable Canadian securities laws, for investment only and not with a view to resale or redistribution; (ii) an
“accredited investor” as such term is defined in section 1.1 of National Instrument 45-106 Prospectus Exemptions or, in Ontario, as such term is defined
in section 73.3(1) of the Securities Act (Ontario); and (iii) is a “permitted client” as such term is defined in section 1.1 of National Instrument 31-103
Registration Requirements, Exemptions and Ongoing Registrant Obligations.

Taxation and Eligibility for Investment

Any discussion of taxation and related matters contained in this prospectus supplement and the accompanying prospectus does not purport to be a
comprehensive description of all of the tax considerations that
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may be relevant to a Canadian investor when deciding to purchase the shares of common stock and, in particular, does not address any Canadian tax
considerations. No representation or warranty is hereby made as to the tax consequences to a resident, or deemed resident, of Canada of an investment in
the shares of common stock or with respect to the eligibility of the shares of common stock for investment by such investor under relevant Canadian
federal and provincial legislation and regulations.

Rights of Action for Damages or Rescission

Securities legislation in certain of the Canadian jurisdictions provides certain purchasers of securities pursuant to an offering memorandum (such
as this prospectus supplement and the accompanying prospectus), including where the distribution involves an “eligible foreign security” as such term is
defined in Ontario Securities Commission Rule 45-501 Ontario Prospectus and Registration Exemptions and in Multilateral Instrument 45-107 Listing
Representation and Statutory Rights of Action Disclosure Exemptions, as applicable, with a remedy for damages or rescission, or both, in addition to any
other rights they may have at law, where the offering memorandum, or other offering document that constitutes an offering memorandum, and any
amendment thereto, contains a “misrepresentation” as defined under applicable Canadian securities laws. These remedies, or notice with respect to these
remedies, must be exercised or delivered, as the case may be, by the purchaser within the time limits prescribed under, and are subject to limitations and
defences under, applicable Canadian securities legislation. In addition, these remedies are in addition to and without derogation from any other right or
remedy available at law to the investor.

Language of Documents

Upon receipt of this document, each Canadian investor hereby confirms that it has expressly requested that all documents evidencing or
relating in any way to the sale of the securities described herein (including for greater certainty any purchase confirmation or any notice) be drawn
up in the English language only. Par la réception de ce document, chaque investisseur canadien confirme par les présentes qu’il a expressément
exigé que tous les documents faisant foi ou se rapportant de quelque manière que ce soit à la vente des valeurs mobilières décrites aux présentes
(incluant, pour plus de certitude, toute confirmation d’achat ou tout avis) soient rédigés en anglais seulement.

European Economic Area

In relation to each member state of the European Economic Area, no offer of shares which are the subject of the offering has been, or will be made
to the public in that Member State, other than under the following exemptions under the Prospectus Directive:
 

 (a) to any legal entity which is a qualified investor as defined in the Prospectus Directive;
 

 (b) to fewer than 150 natural or legal persons (other than qualified investors as defined in the Prospectus Directive), subject to obtaining the
prior consent of the representative for any such offer; or

 

 (c) in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of shares referred to in (a) to (c) above shall result in a requirement for the Company or the representative to publish a
prospectus pursuant to Article 3 of the Prospectus Directive, or supplement a prospectus pursuant to Article 16 of the Prospectus Directive.

Each person located in a Member State to whom any offer of shares is made or who receives any communication in respect of an offer of shares,
or who initially acquires any shares will be deemed to have represented, warranted, acknowledged and agreed to and with the representative and the
Company that (1) it is a “qualified investor” within the meaning of the law in that Member State implementing Article 2(1)(e) of the Prospectus
Directive; and (2) in the case of any shares acquired by it as a financial intermediary as that term is
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used in Article 3(2) of the Prospectus Directive, the shares acquired by it in the offer have not been acquired on behalf of, nor have they been acquired
with a view to their offer or resale to, persons in any Member State other than qualified investors, as that term is defined in the Prospectus Directive, or
in circumstances in which the prior consent of the representative has been given to the offer or resale; or where shares have been acquired by it on behalf
of persons in any Member State other than qualified investors, the offer of those shares to it is not treated under the Prospectus Directive as having been
made to such persons.

The Company, the representative and their respective affiliates will rely upon the truth and accuracy of the foregoing representations,
acknowledgments and agreements.

This prospectus has been prepared on the basis that any offer of shares in any Member State will be made pursuant to an exemption under the
Prospectus Directive from the requirement to publish a prospectus for offers of shares. Accordingly any person making or intending to make an offer in
that Member State of shares which are the subject of the offering contemplated in this prospectus may only do so in circumstances in which no
obligation arises for the Company or the representative to publish a prospectus pursuant to Article 3 of the Prospectus Directive in relation to such offer.
Neither the Company nor the representative have authorized, nor do they authorize, the making of any offer of shares in circumstances in which an
obligation arises for the Company or the representative to publish a prospectus for such offer.

For the purposes of this provision, the expression an “offer of shares to the public” in relation to any ordinary shares in any Member State means
the communication in any form and by any means of sufficient information on the terms of the offer and the ordinary shares to be offered so as to enable
an investor to decide to purchase or subscribe the ordinary shares, as the same may be varied in that Member State by any measure implementing the
Prospectus Directive in that Member State, the expression “Prospectus Directive” means Directive 2003/71/EC (as amended) and includes any relevant
implementing measure in each Member State.

The above selling restriction is in addition to any other selling restrictions set out below.

United Kingdom

In addition, in the United Kingdom, this document is being distributed only to, and is directed only at, and any offer subsequently made may only be
directed at persons who are “qualified investors” (as defined in the Prospectus Directive) (i) who have professional experience in matters relating to
investments falling within Article 19 (5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”)
and/or (ii) who are high net worth companies (or persons to whom it may otherwise be lawfully communicated) falling within Article 49(2)(a) to (d) of
the Order (all such persons together being referred to as “relevant persons”). This document must not be acted on or relied on in the United Kingdom by
persons who are not relevant persons. In the United Kingdom, any investment or investment activity to which this document relates is only available to,
and will be engaged in with, relevant persons.
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Legal Matters

Wilson Sonsini Goodrich & Rosati, Professional Corporation, Palo Alto, California will pass upon the validity of the issuance of the common
stock offered by this prospectus supplement and the accompanying prospectus. Certain legal matters relating to the offering will be passed upon for the
underwriters by Goodwin Procter LLP, New York, New York.

Experts

The consolidated financial statements of IRIDEX Corporation as of December 30, 2017 and December 31, 2016 and for each of the three years in
the period ended December 30, 2017, incorporated in this prospectus supplement and the accompanying prospectus by reference to our Annual Report
on Form 10-K for the year ended December 30, 2017, have been so incorporated in reliance on the report of BPM LLP, an independent registered public
accounting firm, given on the authority of said firm as experts in auditing and accounting.

Where You Can Find More Information

We file annual, quarterly and other reports, proxy statements and other information with the SEC. Our SEC filings are available to the public at the
SEC’s website at http://www.sec.gov. You may also read and copy any document we file at the SEC’s Public Reference Room at 100 F Street, NE,
Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the Public Reference Room. Our Annual Report on Form
10-K, Quarterly Reports on Form 10-Q, and Current Reports on Form 8-K, including any amendments to those reports, and other information that we
file with or furnish to the SEC pursuant to Section 13(a) or 15(d) of the Exchange Act can also be accessed free of charge on our website,
www.iridex.com. We have not incorporated by reference into this prospectus supplement or the accompanying prospectus the information on our
website, and you should not consider it to be a part of this prospectus supplement or the accompanying prospectus. These filings will be available as
soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC.

We have filed with the SEC a registration statement under the Securities Act of 1933 relating to the offering of these securities. The registration
statement, including the exhibits attached thereto, contains additional relevant information about us and the securities. This prospectus supplement and
the accompanying prospectus do not contain all of the information set forth in the registration statement. You can obtain a copy of the registration
statement, at prescribed rates, from the SEC at the address listed above. The registration statement and the documents referred to below under
“Information Incorporated by Reference” are also available on our website, www.iridex.com. We have not incorporated by reference into this prospectus
supplement or the accompanying prospectus the information on our website, and you should not consider it to be a part of this prospectus supplement or
the accompanying prospectus.

Incorporation of Certain Information By Reference

The SEC allows us to incorporate by reference into this prospectus supplement and the accompanying prospectus certain information we file with
it, which means that we can disclose important information by referring you to those documents. The information incorporated by reference is
considered to be a part of this prospectus supplement and the accompanying prospectus, and information that we file later with the SEC will
automatically update and supersede information contained in this prospectus supplement and the accompanying prospectus. We incorporate by reference
the documents listed below that we have previously filed with the SEC
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(excluding any portions of any Form 8-K that are not deemed “filed” pursuant to the General Instructions of Form 8-K):
 

 •  our Annual Report on Form 10-K for the fiscal year ended December 30, 2017, filed with the SEC on March 14, 2018;
 

 
•  the portions of our definitive proxy statement filed with the SEC on April 27, 2018 in connection with our 2018 annual meeting of

stockholders that are incorporated by reference into Part III of our Annual Report on Form 10-K for the fiscal year ended December 30,
2017;

 

 •  our Quarterly Reports on Form 10-Q for the fiscal quarters ended March 31, 2018 and June 30, 2018 (filed with the SEC on May 8, 2018
and August 8, 2018, respectively);

 

 •  our Current Reports on Form 8-K filed with the SEC on January 9, 2018, February 23, 2018, April 16, 2018, April 17, 2018, June 13, 2018
and August 1, 2018; and

 

 •  the description of our common stock contained in our Registration Statement on Form 8-A as filed with the SEC on January 17, 1996
pursuant to Section 12(b) of the Exchange Act.

We also incorporate by reference into this prospectus supplement and accompanying prospectus additional documents (other than current reports
furnished under Item 2.02 or Item 7.01 of Form 8-K and exhibits on such form that are related to such items) that we may file with the SEC under
Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act prior to the completion or termination of the offering. Any statements contained in a previously
filed document incorporated by reference into this prospectus supplement and accompanying prospectus is deemed to be modified or superseded for
purposes of this prospectus supplement and accompanying prospectus to the extent that a statement contained in this prospectus supplement or
accompanying prospectus, or in a subsequently filed document also incorporated by reference herein, modifies or supersedes that statement.

This prospectus supplement and accompanying prospectus may contain information that updates, modifies or is contrary to information in one or
more of the documents incorporated by reference in this prospectus supplement and accompanying prospectus. You should rely only on the information
incorporated by reference or provided in this prospectus supplement and accompanying prospectus. We have not authorized anyone else to provide you
with different information. You should not assume that the information in this prospectus supplement or accompanying prospectus is accurate as of any
date other than the date of this prospectus supplement or accompanying prospectus, or the date of the documents incorporated by reference in this
prospectus supplement and accompanying prospectus.

We will provide to each person to whom this prospectus supplement and accompanying prospectus is delivered, upon written or oral request, at no
cost to the requester, a copy of any and all of the information that is incorporated by reference in this prospectus supplement and accompanying
prospectus.

Requests for such documents should be directed to:
IRIDEX Corporation
1212 Terra Bella Avenue
Mountain View, California 94043
Attention: Secretary

You may also access the documents incorporated by reference in this prospectus supplement and accompanying prospectus through our website at
www.iridex.com. Except for the specific incorporated documents listed above, no information available on or through our website shall be deemed to be
incorporated in this prospectus supplement and accompanying prospectus or the registration statement of which they form a part.
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PROSPECTUS
 

$50,000,000

IRIDEX Corporation
Common stock
Preferred stock

Depositary shares
Warrants

Debt securities
Subscription Rights

Units

2,060,688 Shares of Common Stock
Offered by the Selling Stockholders

 
 

IRIDEX Corporation, a Delaware corporation (“IRIDEX”), may offer and sell from time to time, in one or more series or issuances and on terms
that we will determine at the time of the offering, any combination of the securities described in this prospectus, up to an aggregate amount of
$50,000,000.

In addition, the selling stockholders may from time to time offer and sell up to 2,060,688 shares of our common stock. We will not receive any of
the proceeds from the sale of our common stock by the selling stockholders.

We will provide specific terms of any offering in a supplement to this prospectus. Any prospectus supplement may also add, update or change
information contained in this prospectus. You should carefully read this prospectus and the applicable prospectus supplement as well as the documents
incorporated or deemed to be incorporated by reference in this prospectus before you purchase any of the securities offered hereby.

These securities may be offered and sold in the same offering or in separate offerings; to or through underwriters, dealers and agents; or directly to
purchasers. The names of any underwriters, dealers or agents involved in the sale of our securities, their compensation and any over-allotment options
held by them will be described in the applicable prospectus supplement. See the section titled “Plan of Distribution.”

Our common stock is listed on The NASDAQ Global Market under the symbol “IRIX”. We will provide information in any applicable prospectus
supplement regarding any listing of securities other than shares of our common stock on any securities exchange.
 

 

INVESTING IN OUR SECURITIES INVOLVES SIGNIFICANT RISKS. YOU SHOULD REVIEW
CAREFULLY THE “RISK FACTORS” ON PAGE 4 OF THIS PROSPECTUS AND IN THE APPLICABLE
PROSPECTUS SUPPLEMENT BEFORE INVESTING IN OUR SECURITIES.
 

 

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this prospectus is August 26, 2016
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-3 that we filed with the United States Securities and Exchange Commission, or the
SEC, using a “shelf” registration process. Under this shelf process, we may, from time to time, sell any combination of the securities described in this
prospectus in one or more offerings up to a total amount of $50,000,000. In addition, under this shelf process, the selling stockholders named in this
prospectus may sell, from time to time, up to 2,060,688 shares of IRIDEX common stock.

This prospectus provides you with a general description of the securities we or the selling stockholders may offer. Each time we or the selling
stockholders sell securities, we will provide a prospectus supplement that will contain specific information about the terms of that offering. The
prospectus supplement may also add to, update or change information contained in the prospectus and, accordingly, to the extent inconsistent,
information in this prospectus is superseded by the information in the prospectus supplement.

The prospectus supplement to be attached to the front of this prospectus may describe, as applicable: the terms of the securities offered; the initial
public offering price; the price paid for the securities; net proceeds; and the other specific terms related to the offering of the securities.

You should only rely on the information contained or incorporated by reference in this prospectus and any prospectus supplement or free writing
prospectus relating to a particular offering. No person has been authorized to give any information or make any representations in connection with this
offering other than those contained or incorporated by reference in this prospectus, any accompanying prospectus supplement and any related free
writing prospectus in connection with the offering described herein and therein, and, if given or made, such information or representations must not be
relied upon as having been authorized by us. Neither this prospectus nor any prospectus supplement nor any related free writing prospectus shall
constitute an offer to sell or a solicitation of an offer to buy offered securities in any jurisdiction in which it is unlawful for such person to make such an
offering or solicitation. 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.

You should read the entire prospectus and any prospectus supplement and any related free writing prospectus, as well as the documents
incorporated by reference into this prospectus or any prospectus supplement or any related free writing prospectus, before making an investment
decision. Neither the delivery of this prospectus or any prospectus supplement or any free writing prospectus nor any sale made hereunder shall under
any circumstances imply that the information contained or incorporated by reference herein or in any prospectus supplement or free writing prospectus
is correct as of any date subsequent to the date hereof or of such prospectus supplement or free writing prospectus, as applicable. You should assume
that the information appearing in this prospectus, any prospectus supplement or any document incorporated by reference is accurate only as of the date
of the applicable documents, regardless of the time of delivery of this prospectus or any sale of securities. Our business, financial condition, results of
operations and prospects may have changed since that date.
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PROSPECTUS SUMMARY

This summary description about us and our business highlights selected information contained elsewhere in this prospectus or incorporated
in this prospectus by reference. This summary does not contain all of the information you should consider before buying securities in this offering.
You should carefully read this entire prospectus and any applicable prospectus supplement, including each of the documents incorporated herein or
therein by reference, before making an investment decision. Unless the context otherwise requires, the terms “IRIDEX,” “the Company,” “we,”
“us” and “our” in this prospectus refer to IRIDEX Corporation, and its subsidiaries.

IRIDEX Corporation

Overview

IRIDEX Corporation is a leading worldwide provider of therapeutic based laser consoles, delivery devices and consumable instrumentation
used to treat sight-threatening eye diseases in ophthalmology. Our products are sold in the United States (“U.S.”) predominantly through a direct
sales force and internationally through independent distributors.

Our products consist of laser consoles, delivery devices and consumable instrumentation, including laser probes, and are used in the treatment
of serious eye diseases, including the three leading causes of irreversible blindness: diabetic retinopathy, glaucoma and age-related macular
degeneration. In addition, our products are often used in vitrectomy procedures (used to treat proliferative diabetic retinopathy, macular holes,
retinal tears and detachments) which are generally performed in the operating room and require a consumable single use intraocular laser probe
(“EndoProbe”) to deliver light energy to the back of the eye together with other instrumentation. Our business includes a recurring revenue
component, consisting of sales of consumable products, predominantly single use laser probe devices and other instrumentation, combined with the
repair, servicing and extended service contracts for our laser systems; and a capital component, consisting of the laser consoles combined with
durable delivery devices (laser systems).

Our laser consoles consist of our recently introduced Cyclo G6 laser system, IQ products which include IQ 532 and IQ 577 laser
photocoagulation systems; and our OcuLight products including OcuLight TX, OcuLight SL, OcuLight SLx, OcuLight GL and OcuLight GLx
laser photocoagulation systems. Certain of our laser consoles are capable of performing our patented Fovea-Friendly MicroPulse laser
photocoagulation in addition to conventional continuous wavelength photocoagulation offered by all of our laser consoles. Towards the end of
2012, we introduced the TxCell Scanning Laser Delivery System, a delivery device which saves significant time in a variety of laser
photocoagulation procedures by allowing physicians to deliver the laser in a multi-spot scanning mode, a more efficient method for these
procedures than the traditional single spot mode. Our current family of laser probes includes a wide variety of products in 20, 23, 25 and 27 gauge
for vitreoretinal surgery along with our recently patented MicroPulse P3 (“MP3”) and G-Probe for glaucoma surgery.

Ophthalmologists typically use our laser systems in hospital operating rooms (“ORs”) and ambulatory surgical centers (“ASCs”), as well as
their offices and clinics. In the ORs and ASCs, ophthalmologists use our laser systems with either an indirect laser ophthalmoscope or a
consumable, single use EndoProbe, MP3 or G-Probe.

Corporate Information

IRIDEX Corporation was incorporated in California in February 1989 as IRIS Medical Instruments, Inc. In November 1995, we changed our
name to IRIDEX Corporation and reincorporated in Delaware. Our executive
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offices are located at 1212 Terra Bella Avenue, Mountain View, California 94043-1824, and our telephone number is (650) 940-4700. We can also
be reached at our website at www.IRIDEX.com. Investors and others should note that we announce material financial information to our investors
using SEC filings, press releases, our investor relations website, public conference calls and webcasts. We use these channels as well as social
media to communicate with investors, customers and the public about our Company, our products and other issues. It is possible that the
information we post on social media channels could be deemed to be material information. We encourage investors, our customers, and others
interested in our Company to review the information we post on our Facebook page (www.facebook.com/IRIDEX) and Twitter feed
(https://twitter.com/IRIDEX). Any information on, or that can be accessed through, our website and social media channels is not part of this
prospectus.

IRIDEX, the IRIDEX logo, IRIS Medical, MicroPulse, OcuLight, SmartKey, and EndoProbe, are our registered trademarks. G-Probe,
DioPexy, DioVet, TruFocus, TrueCW, IQ 577, IQ 532, Cyclo G6, TxCell, OtoProbe, Symphony, EasyFit, Endoview, MoistAir and GreenTip
product names are our trademarks. All other trademarks or trade names appearing in this prospectus are the property of their respective owners.

The Securities We May Offer

We may offer up to $50,000,000 of common stock, preferred stock, depositary shares, warrants, debt securities, subscription rights and units
in one or more offerings and in any combination. In addition, the selling stockholders may sell up to 2,060,688 shares of our common stock from
time to time in one or more offerings. This prospectus provides you with a general description of the securities we and the selling stockholders may
offer. A prospectus supplement, which we will provide each time we offer securities, will describe the specific amounts, prices and terms of these
securities.

Common Stock

Holders of our common stock are entitled to one vote for each share held on all matters submitted to a vote of stockholders. Our amended and
restated certificate of incorporation does not provide for cumulative voting rights. Subject to preferences that may apply to any shares of preferred
stock outstanding at the time, the holders of our common stock are entitled to receive dividends out of funds legally available if our board of
directors, in its discretion, determines to issue dividends and then only at the times and in the amounts that our board of directors may determine. If
we become subject to a liquidation, dissolution or winding-up, the assets legally available for distribution to our stockholders would be
distributable ratably among the holders of our common stock and any participating preferred stock outstanding at that time, subject to prior
satisfaction of all outstanding debt and liabilities and the preferential rights of and the payment of liquidation preferences, if any, on any
outstanding shares of preferred stock.

Preferred Stock and Depositary Shares

Our board of directors has the authority, subject to limitations prescribed by Delaware law, to issue preferred stock in one or more series, to
establish from time to time the number of shares to be included in each series, and to fix the designation, powers, preferences and rights of the
shares of each series and any of its qualifications, limitations or restrictions, in each case without further vote or action by our stockholders.

We may also issue fractional shares of preferred stock that will be represented by depositary shares and depositary receipts.

Each series of preferred stock, depositary shares or depositary receipts, if issued, will be more fully described in the particular prospectus
supplement that will accompany this prospectus, including redemption provisions, rights in the event of our liquidation, dissolution or winding-up,
voting rights and rights to convert
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into common stock. We have no present plans to issue any shares of preferred stock, depositary shares or depositary receipts nor are any shares of
our preferred stock, depositary shares or depositary receipts presently outstanding.

Warrants

We may issue warrants for the purchase of common stock, preferred stock or debt securities. We may issue warrants independently or
together with other securities.

Debt Securities

We may offer secured or unsecured obligations in the form of one or more series of senior or subordinated debt. The senior debt securities
and the subordinated debt securities are together referred to in this prospectus as the “debt securities.” The subordinated debt securities generally
will be entitled to payment only after payment of our senior debt. Senior debt generally includes all debt for money borrowed by us, except debt
that is stated in the instrument governing the terms of that debt to be not senior to, or to have the same rank in right of payment as, or to be
expressly junior to, the subordinated debt securities. We may issue debt securities that are convertible into shares of our common stock.

The senior and subordinated debt securities will be issued under separate indentures between us and a trustee. We have summarized the
general features of the debt securities to be governed by the indentures. These indentures have been filed as exhibits to the registration statement of
which this prospectus forms a part. We encourage you to read these indentures. Instructions on how you can get copies of these documents are
provided in the section titled “Where You Can Find More Information.”

Subscription Rights

We may issue subscription rights to purchase our common stock, preferred stock or debt securities. These subscription rights may be offered
independently or together with any other security offered hereby and may or may not be transferable by the stockholder receiving the subscription
rights in such offering.

Units

We may issue units comprised of one or more of the other classes of securities issued by us, as described in this prospectus, 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.
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RISK FACTORS

An investment in our securities involves a high degree of risk. The prospectus supplement applicable to each offering of our securities will contain
a discussion of the risks applicable to an investment in our securities. Prior to making a decision about investing in our securities, you should carefully
consider the specific factors discussed in the section titled “Risk Factors” in the applicable prospectus supplement, together with all of the other
information contained or incorporated by reference in the prospectus supplement or appearing or incorporated by reference in this prospectus. You
should also consider the risks, uncertainties and assumptions discussed under “Part I—Item 1A—Risk Factors” in our Annual Report on Form 10-K for
the fiscal year ended January 2, 2016, and “Part II—Item 1A—Risk Factors” in our Quarterly Reports on Form 10-Q, all of which are incorporated
herein by reference, and as may be amended, supplemented or superseded from time to time by other reports we file with the SEC in the future and any
prospectus supplement related to a particular offering. The risks and uncertainties we have described are not the only ones we face. Additional risks and
uncertainties not presently known to us or that we currently deem immaterial may also affect our operations. The occurrence of any of these known or
unknown risks might cause you to lose all or part of your investment in the offered securities.

FORWARD-LOOKING STATEMENTS

This prospectus, each prospectus supplement and the information incorporated by reference in this prospectus and each prospectus supplement
contain certain statements that constitute “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). The words “anticipate,” “could,” “expect,” “believe,” “goal,”
“plan,” “intend,” “estimate,” “may,” “seek,” “potential,” “predict,” “project,” “should,” “would,” “will,” and similar expressions and variations thereof
are intended to identify forward-looking statements, but are not the exclusive means of identifying such statements. Those statements appear in this
prospectus, any accompanying prospectus supplement and the documents incorporated herein and therein by reference, particularly in the sections
entitled “Prospectus Summary,” “Risk Factors,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
“Business,” and include statements regarding the intent, belief or current expectations of the Company and management that are subject to known and
unknown risks, uncertainties and assumptions and other factors that could cause actual results and the timing of certain events to differ materially from
future results expressed or implied by such forward-looking statements. Factors that could cause or contribute to such differences include, but are not
limited to those discussed in the section titled “Risk Factors” set forth above.

This prospectus, any prospectus supplement and the information incorporated by reference in this prospectus and any prospectus supplement also
contain statements that are based on management’s current expectations and beliefs, including estimates and projections about our Company, industry,
financial condition, results of operations and other matters. These statements are not guarantees of future performance and are subject to numerous risks,
uncertainties, and assumptions that are difficult to predict.

Because forward-looking statements are inherently subject to risks and uncertainties, some of which cannot be predicted or quantified, you should
not rely upon forward-looking statements as predictions of future events. The events and circumstances reflected in the forward-looking statements may
not be achieved or occur and actual results could differ materially from those projected in the forward-looking statements. Except as required by
applicable law, including the securities laws of the United States and the rules and regulations of the SEC, we do not plan to publicly update or revise
any forward-looking statements contained herein after we distribute this prospectus, whether as a result of any new information, future events or
otherwise.
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RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earnings to fixed charges on a historical basis for each of the periods indicated. You should read these
ratios in connection with our consolidated financial statements and accompanying notes, and our quarterly report on Form 10-Q for the period ended
July 2, 2016, incorporated by reference in this prospectus.
 
   Fiscal Year Ended  

  

Six Months
Ended 
July 2,
2016     

December 31,
2011    

December 29,
2012    

December 28,
2013    

January 3,
2015    

January 2,
2016  

Ratio of earnings to fixed charges    12.7    N/A    26.4    35.8    3.3    N/A 

For purposes of calculating the ratio of earnings to fixed charges, earnings represent income before provision for income taxes plus fixed charges.
With respect to the fiscal years ended December 29, 2012, December 28, 2013, January 3, 2015 and January 2, 2016, and the six months ended July 2,
2016, fixed charges consist of an estimate of the interest factor inherent in our operating leases. With respect to the fiscal year ended December 31,
2011, fixed charges consist of interest expense and an estimate of the interest factor inherent in our operating leases. The portion of total rental expense
that represents the interest factor is estimated to be approximately 9.55%.

We did not record earnings for the fiscal year ended December 29, 2012 or the six months ended July 2, 2016. Accordingly, our earnings were
insufficient to cover fixed charges for such periods and we are unable to disclose a ratio of earnings to fixed charges for such periods. For the fiscal year
ended December 29, 2012 and the six months ended July 2, 2016, the coverage deficiency necessary for the ratio of earnings to fixed charges to equal
1.00 (one-to-one coverage) was $0.9 million and $0.2 million, respectively.

Currently, we have no shares of preferred stock outstanding and we have not paid any dividends on preferred stock in the periods presented.
Therefore, the ratios of earnings to combined fixed charges and preferred stock dividends are not different from the ratios of earnings to fixed charges.
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USE OF PROCEEDS

Unless otherwise indicated in the prospectus supplement, we will use the net proceeds from the sale of securities offered by this prospectus for
general corporate purposes, which may include working capital, capital expenditures, other corporate expenses and acquisitions of complementary
products, technologies or businesses. We do not have agreements or commitments for any specific acquisitions at this time. The timing and amount of
our actual expenditures will be based on many factors, including cash flows from operations and the anticipated growth of our business. As a result,
unless otherwise indicated in the prospectus supplement, our management will have broad discretion to allocate the net proceeds of the offerings.
Pending their ultimate use, we intend to invest the net proceeds in short-term, investment-grade, interest-bearing instruments.

We will not receive any proceeds from the sale of shares of our common stock by the selling stockholders.
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DESCRIPTION OF CAPITAL STOCK

The following description summarizes the most important terms of our capital stock and does not purport to be complete and is qualified in its
entirety by the provisions of our amended and restated certificate of incorporation and amended and restated bylaws, which documents are incorporated
by reference as exhibits to the registration statement of which this prospectus is a part, and the applicable provisions of the Delaware General
Corporation Law (the “DGCL”).

General

Our authorized capital stock consists of 30,000,000 shares of common stock, $0.01 par value per share, and 2,000,000 shares of undesignated
preferred stock, $0.01 par value per share.

In August 2007, we filed a Certificate of Designation (the “Certificate of Designation”) authorizing us to issue up to 500,000 of preferred stock as
shares of Series A Preferred Stock, par value $0.01 per share (“Series A Preferred Stock”), and we issued 500,000 shares of Series A Preferred Stock,
convertible into 1,000,000 shares of common stock, and warrants to purchase an aggregate of 600,000 shares of common stock at an exercise price of
$0.01 per share.

On June 11, 2013, all outstanding shares of our Series A Preferred Stock automatically converted into 1,000,000 shares of common stock.
Pursuant to the Certificate of Designation, upon conversion into shares of common stock, the 500,000 shares of Series A Preferred Stock were cancelled
and shall not be reissuable. The warrants were to expire on December 31, 2007 but were exercised prior to that date.

Common Stock

Outstanding Shares

On July 2, 2016, there were 10,117,076 shares of common stock outstanding. Our board of directors is authorized, without stockholder approval,
to issue additional shares of our capital stock.

On July 2, 2016, there were 454,980 shares of common stock underlying outstanding options and 264,667 shares of common stock underlying
outstanding restricted stock units.

Dividend Rights

Subject to preferences that may be applicable to any then outstanding preferred stock, holders of our common stock are entitled to receive
dividends, if any, as may be declared from time to time by our board of directors out of legally available funds.

Voting Rights

There are 30,000,000 shares of common stock authorized for issuance. Pursuant to our amended and restated certificate of incorporation, each
holder of our common stock is entitled to one vote for each share on all matters submitted to a vote of stockholders; provided, however, that, except as
otherwise required by law, holders of our common stock, as such, shall not be entitled to vote on any amendment to our amended and restated certificate
of incorporation that relates solely to the terms of one or more outstanding series of preferred stock if the holders of such affected series are entitled,
either separately or together with the holders of one or more other such series, to vote thereon pursuant to our amended and restated certificate of
incorporation. Pursuant to our amended and restated certificate of incorporation and amended and restated bylaws, corporate actions can generally be
taken by a majority of our board of directors and/or stockholders holding a majority of our outstanding shares, except as otherwise indicated in the
section entitled “Anti-takeover Effects of Delaware
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Law and Our Certificate of Incorporation and Bylaws.” Additionally, our stockholders do not have cumulative voting rights in the election of directors.
Accordingly, holders of a plurality of the votes cast at a meeting of stockholders will be able to elect all of the directors then standing for election.

Right to Receive Liquidation Distributions

In the event of our liquidation, dissolution or winding up, holders of our common stock are entitled to share ratably in the net assets legally
available for distribution to stockholders after the payment of all of our debts and other liabilities and the satisfaction of any liquidation preference
granted to the holders of any then outstanding shares of preferred stock.

Rights and Preferences

Holders of our common stock have no preemptive, conversion, subscription or other rights, and there are no redemption or sinking fund provisions
applicable to our common stock. The rights, preferences and privileges of the holders of our common stock are subject to, and may be adversely affected
by, the rights of the holders of shares of any series of our preferred stock that we may designate in the future.

Fully Paid and Nonassessable

All of our outstanding shares of common stock are, and the shares of common stock to be issued pursuant to this offering, when paid for, will be
fully paid and nonassessable.

Preferred Stock

Our board of directors has the authority, without further action by our stockholders, to issue up to 1,500,000 shares of preferred stock in one or
more series and to fix the rights, preferences, privileges and restrictions thereof. These rights, preferences and privileges could include dividend rights,
conversion rights, voting rights, terms of redemption, liquidation preferences, sinking fund terms and the number of shares constituting any series or the
designation of such series, any or all of which may be greater than the rights of common stock. The issuance of preferred stock by us could adversely
affect the voting power of holders of common stock and the likelihood that such holders will receive dividend payments and payments upon liquidation.
In addition, the issuance of preferred stock could have the effect of delaying, deferring or preventing a change of control of our Company or other
corporate action. No shares of preferred stock are outstanding, and we have no present plan to issue any shares of preferred stock.

Registration Rights under our Amended and Restated Investors’ Rights Agreement, as Amended

Investment funds affiliated with BlueLine Partners, L.L.C., which are collectively referred to as “BlueLine,” hold an aggregate of 2,060,688
shares of our common stock as of the date of this prospectus. BlueLine, or its permitted transferees, is entitled to rights with respect to the registration of
such shares under the Securities Act. We refer to these shares as “registrable securities.” These rights are provided under the terms of our amended and
restated investors’ rights agreement between us and the holders of registrable securities, and include demand registration rights, “piggyback” registration
rights and Form S-3 registration rights.

These registration rights will terminate as to a given holder of registrable securities when such holder’s securities have been sold in a public
securities transaction or when such securities may be sold without any restriction pursuant to Rule 144(k).

Generally, we are required to pay the registration expenses (other than underwriters’ and brokers’ discounts and commissions) in connection with
the registrations described below, including up to $10,000 of reasonable fees and disbursements of one counsel for the selling holder or holders of
registrable securities. In an
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underwritten offering, the underwriters have the right to limit the number of shares registered by the holders of registrable securities for marketing
reasons, subject to certain limitations.

Demand Registration Rights

Upon the written request of holders of 60% or more of the then outstanding registrable securities that we file a registration statement under the
Securities Act, we will be obligated to notify all holders of registrable securities of such request and to use our reasonable best efforts to register the sale
of all registrable securities that holders may request to be registered. We are only obligated to file up to two registration statements in connection with
underwritten offerings of the registrable securities in connection with the exercise of these demand registration rights. These demand registration rights
are subject to specified conditions and limitations, including the right of the underwriters to limit the number of shares included in any such registration
under certain circumstances.

Piggyback Registration Rights

If we propose to register any of our securities under the Securities Act in connection with the public offering of such securities, the holders of
registrable securities will be entitled to certain “piggyback” registration rights allowing such holders to include their shares in such registration, subject
to certain limitations. As a result, whenever we propose to file a registration statement under the Securities Act, other than with respect to a registration
related to either to the sale of securities to our employees pursuant to a stock plan, stock purchase or similar plan or a registration related to a corporate
reorganization or transaction under Rule 145 of the Securities Act, the holders of registrable securities are entitled to notice of the registration and have
the right to include their shares in the registration. These registration rights are subject to specified conditions and limitations, including the right of the
underwriters to limit the number of shares included in any such registration statement under certain circumstances.

Form S-3 Registration Rights

Upon the written request from the holders of at least 60% of the then outstanding shares of registrable securities, holders of registrable securities
have the right to demand that we file a registration statement on Form S-3. These registration rights are subject to specified conditions and limitations,
including the right of the underwriters to limit the number of shares included in any such registration statement under certain circumstances.

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

The provisions of Delaware law, our amended and restated certificate of incorporation and our amended and restated bylaws may have the effect
of delaying, deferring or discouraging another person from acquiring control of our Company. These provisions, which are summarized below, may
have the effect of discouraging takeover bids. They are also designed, in part, to encourage persons seeking to acquire control of us to negotiate first
with our board of directors. We believe that the benefits of increased protection of our potential ability to negotiate with an unfriendly or unsolicited
acquirer outweigh the disadvantages of discouraging a proposal to acquire us because negotiation of these proposals could result in an improvement of
their terms.

Delaware Law

We are governed by the provisions of Section 203 of the DGCL. In general, Section 203 prohibits a public 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 approved in a prescribed manner. A “business combination” includes mergers, asset sales or
other transactions resulting in a financial benefit to the stockholder. An “interested stockholder” is a
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person who, alone or together with affiliates and associates, owns, or within three years of the date on which it is sought to be determined whether such
person is an “interested stockholder,” did own, 15% or more of the corporation’s outstanding voting stock. These provisions may have the effect of
delaying, deferring or preventing a change in our control.

Amended and Restated Certificate of Incorporation and Amended and Restated Bylaw Provisions

Our amended and restated certificate of incorporation and our amended and restated bylaws include a number of provisions that could deter
hostile takeovers or delay or prevent changes in control of our management team, including the following:
 

 

•  Board of directors vacancies. Our amended and restated bylaws authorize only our board of directors to fill vacant directorships, including
newly created seats. In addition, the number of directors constituting our board of directors is permitted to be set only by a resolution
adopted by our board of directors. These provisions prevent a stockholder from increasing the size of our board of directors and then gaining
control of our board of directors by filling the resulting vacancies with its own nominees. This makes it more difficult to change the
composition of our board of directors but promotes continuity of management.

 

 

•  Special meeting of stockholders. Our amended and restated bylaws provide that special meetings of our stockholders may be called only by
our board of directors or by a committee of our board of directors, thus prohibiting a stockholder from calling a special meeting. These
provisions might delay the ability of our stockholders to force consideration of a proposal or for stockholders controlling a majority of our
capital stock to take any action, including the removal of directors.

 

 

•  Advance notice requirements for stockholder proposals and director nominations. Our amended and restated bylaws provide advance notice
procedures for stockholders seeking to bring business before our annual meeting of stockholders or to nominate candidates for election as
directors at our annual meeting of stockholders. Our amended and restated bylaws also specify certain requirements regarding the form and
content of a stockholder’s notice. These provisions might preclude our stockholders from bringing matters before our annual meeting of
stockholders or from making nominations for directors at our annual meeting of stockholders if the proper procedures are not followed. We
expect that these provisions may also discourage or deter a potential acquirer from conducting a solicitation of proxies to elect the acquirer’s
own slate of directors or otherwise attempting to obtain control of our Company.

 

 
•  No cumulative voting. The DGCL provides that stockholders are not entitled to the right to cumulate votes in the election of directors unless

a corporation’s certificate of incorporation provides otherwise. Our amended and restated certificate of incorporation does not provide for
cumulative voting.

 

 

•  Issuance of undesignated preferred stock. Our board of directors has the authority, without further action by the stockholders, to issue up to
1,500,000 shares of undesignated preferred stock with rights and preferences, including voting rights, designated from time to time by our
board of directors. The existence of authorized but unissued shares of preferred stock would enable our board of directors to render more
difficult or to discourage an attempt to obtain control of us by means of a merger, tender offer, proxy contest or other means.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is Computershare, N.A. The transfer agent and registrar’s address is 250 Royall Street,
Canton, MA 02021. Our shares of common stock are issued in uncertificated form only, subject to limited circumstances.

Market Listing

Our common stock is listed on The NASDAQ Global Market under the symbol “IRIX.”
 

10



Table of Contents

DESCRIPTION OF THE DEPOSITARY SHARES

General

At our option, we may elect to offer fractional shares of preferred stock, rather than full shares of preferred stock. If we do elect to offer fractional
shares of preferred stock, we will issue receipts for depositary shares and each of these depositary shares will represent a fraction of a share of a
particular series of preferred stock, as specified in the applicable prospectus supplement. Each owner of a depositary share will be entitled, in proportion
to the applicable fractional interest in shares of preferred stock underlying that depositary share, to all rights and preferences of the preferred stock
underlying that depositary share. These rights may include dividend, voting, redemption and liquidation rights.

The shares of preferred stock underlying the depositary shares will be deposited with a bank or trust company selected by us to act as depositary,
under a deposit agreement by and among us, the depositary and the holders of the depositary receipts. The depositary will be the transfer agent, registrar
and dividend disbursing agent for the depositary shares.

The depositary shares will be evidenced by depositary receipts issued pursuant to the depositary agreement. Holders of depositary receipts agree
to be bound by the deposit agreement, which requires holders to take certain actions such as filing proof of residence and paying certain charges.

The summary of terms of the depositary shares contained in this prospectus is not complete, and is subject to modification in any prospectus
supplement for any issuance of depositary shares. You should refer to the forms of the deposit agreement, our amended and restated certificate of
incorporation and the certificate of designation that are, or will be, filed with the SEC for the applicable series of preferred stock.

Dividends

The depositary will distribute cash dividends or other cash distributions, if any, received in respect of the series of preferred stock underlying the
depositary shares to the record holders of depositary receipts in proportion to the number of depositary shares owned by those holders on the relevant
record date. The relevant record date for depositary shares will be the same date as the record date for the preferred stock.

In the event of a distribution other than in cash, the depositary will distribute property received by it to the record holders of depositary receipts
that are entitled to receive the distribution, unless the depositary determines that it is not feasible to make the distribution. If this occurs, the depositary,
with our approval, may adopt another method for the distribution, including selling the property and distributing the net proceeds to the holders.

Liquidation Preference

If a series of preferred stock underlying the depositary shares has a liquidation preference, in the event of our voluntary or involuntary liquidation,
dissolution or winding up, holders of depositary shares will be entitled to receive the fraction of the liquidation preference accorded each share of the
applicable series of preferred stock, as set forth in the applicable prospectus supplement.

Redemption

If a series of preferred stock underlying the depositary shares is subject to redemption, the depositary shares will be redeemed from the proceeds
received by the depositary resulting from the redemption, in whole or in part, of the preferred stock held by the depositary. Whenever we redeem any
preferred stock held by the depositary, the depositary will redeem, as of the same redemption date, the number of depositary shares representing the
preferred stock so redeemed. The depositary will mail the notice of redemption to the record holders of the
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depositary receipts promptly upon receiving the notice from us and not fewer than 20 or more than 60 days, unless otherwise provided in the applicable
prospectus supplement, prior to the date fixed for redemption of the preferred stock.

Voting

Upon receipt of notice of any meeting at which the holders of preferred stock are entitled to vote, the depositary will mail the information
contained in the notice of meeting to the record holders of the depositary receipts underlying the preferred stock. Each record holder of those depositary
receipts on the record date will be entitled to instruct the depositary as to the exercise of the voting rights pertaining to the amount of preferred stock
underlying that holder’s depositary shares. The record date for the depositary will be the same date as the record date for the preferred stock. The
depositary will, to the extent practicable, vote the preferred stock underlying the depositary shares in accordance with these instructions. We will agree
to take all action that may be deemed necessary by the depositary in order to enable the depositary to vote the preferred stock in accordance with these
instructions. The depositary will not vote the preferred stock to the extent that it does not receive specific instructions from the holders of depositary
receipts.

Withdrawal of Preferred Stock

Owners of depositary shares will be entitled to receive upon surrender of depositary receipts at the principal office of the depositary and payment
of any unpaid amount due to the depositary, the number of whole shares of preferred stock underlying their depositary shares.

Partial shares of preferred stock will not be issued. Holders of preferred stock will not be entitled to deposit the shares under the deposit agreement
or to receive depositary receipts evidencing depositary shares for the preferred stock.

Amendment and Termination of the Deposit Agreement

The form of depositary receipt evidencing the depositary shares and any provision of the deposit agreement may be amended by agreement
between the depositary and us. However, any amendment which materially and adversely alters the rights of the holders of depositary shares, other than
fee changes, will not be effective unless the amendment has been approved by at least a majority of the outstanding depositary shares. The deposit
agreement may be terminated by the depositary or us only if:
 

 •  all outstanding depositary shares have been redeemed; or
 

 •  there has been a final distribution of the preferred stock in connection with our dissolution and such distribution has been made to all the
holders of depositary shares.

Charges of Depositary

We will pay all transfer and other taxes and governmental charges arising solely from the existence of the depositary arrangement. We will also
pay charges of the depositary in connection with:
 

 •  the initial deposit of the preferred stock;
 

 •  the initial issuance of the depositary shares;
 

 •  any redemption of the preferred stock; and
 

 •  all withdrawals of preferred stock by owners of depositary shares.
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Holders of depositary receipts will pay transfer, income and other taxes and governmental charges and other specified charges as provided in the
deposit agreement for their accounts. If these charges have not been paid, the depositary may:
 

 •  refuse to transfer depositary shares;
 

 •  withhold dividends and distributions; and
 

 •  sell the depositary shares evidenced by the depositary receipt.

Miscellaneous

The depositary will forward to the holders of depositary receipts all reports and communications we deliver to the depositary that we are required
to furnish to the holders of the preferred stock. In addition, the depositary will make available for inspection by holders of depositary receipts at the
principal office of the depositary, and at such other places as it may from time to time deem advisable, any reports and communications we deliver to the
depositary as the holder of preferred stock.

Neither the depositary nor we will be liable if either the depositary or we are prevented or delayed by law or any circumstance beyond the control
of either the depositary or us in performing our respective obligations under the deposit agreement. Our obligations and the depositary’s obligations will
be limited to the performance in good faith of our or the depositary’s respective duties under the deposit agreement. Neither the depositary nor we will
be obligated to prosecute or defend any legal proceeding in respect of any depositary shares or preferred stock unless satisfactory indemnity is furnished.
The depositary and we may rely on:
 

 •  written advice of counsel or accountants;
 

 •  information provided by holders of depositary receipts or other persons believed in good faith to be competent to give such information; and
 

 •  documents believed to be genuine and to have been signed or presented by the proper party or parties.

Resignation and Removal of Depositary

The depositary may resign at any time by delivering a notice to us. We may remove the depositary at any time. Any such resignation or removal
will take effect upon the appointment of a successor depositary and its acceptance of such appointment. The successor depositary must be appointed
within 60 days after delivery of the notice for resignation or removal. The successor depositary must be a bank and trust company having its principal
office in the United States of America and having a combined capital and surplus of at least $50,000,000.

Federal Income Tax Consequences

Owners of the depositary shares will be treated for U.S. federal income tax purposes as if they were owners of the preferred stock underlying the
depositary shares. As a result, owners will be entitled to take into account for U.S. federal income tax purposes and deductions to which they would be
entitled if they were holders of such preferred stock. No gain or loss will be recognized for U.S. federal income tax purposes upon the withdrawal of
preferred stock in exchange for depositary shares. The tax basis of each share of preferred stock to an exchanging owner of depositary shares will, upon
such exchange, be the same as the aggregate tax basis of the depositary shares exchanged. The holding period for preferred stock in the hands of an
exchanging owner of depositary shares will include the period during which such person owned such depositary shares.
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DESCRIPTION OF THE WARRANTS

General

We may issue warrants for the purchase of our debt securities, preferred stock or common stock, or any combination thereof. Warrants may be
issued independently or together with our debt securities, preferred stock or common stock and may be attached to or separate from any offered
securities. 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 warrants. The warrant agent will not have any obligation or
relationship of agency or trust for or with any holders or beneficial owners of warrants. This summary of certain provisions of the warrants is not
complete. For the terms of a particular series of warrants, you should refer to the prospectus supplement for that series of warrants and the warrant
agreement for that particular series.

Debt Warrants

The prospectus supplement relating to a particular issue of warrants to purchase debt securities will describe the terms of the debt warrants,
including the following:
 

 •  the title of the debt warrants;
 

 •  the offering price for the debt warrants, if any;
 

 •  the aggregate number of the debt warrants;
 

 •  the designation and terms of the debt securities, including any conversion rights, purchasable upon exercise of the debt warrants;
 

 •  if applicable, the date from and after which the debt warrants and any debt securities issued with them will be separately transferable;
 

 •  the principal amount of debt securities that may be purchased upon exercise of a debt warrant and the exercise price for the warrants, which
may be payable in cash, securities or other property;

 

 •  the dates on which the right to exercise the debt warrants will commence and expire;
 

 •  if applicable, the minimum or maximum amount of the debt warrants that may be exercised at any one time;
 

 •  whether the debt warrants represented by the debt warrant certificates or debt securities that may be issued upon exercise of the debt
warrants will be issued in registered or bearer form;

 

 •  information with respect to book-entry procedures, if any;
 

 •  the currency or currency units in which the offering price, if any, and the exercise price are payable;
 

 •  if applicable, a discussion of material U.S. federal income tax considerations;
 

 •  the antidilution provisions of the debt warrants, if any;
 

 •  the redemption or call provisions, if any, applicable to the debt warrants;
 

 •  any provisions with respect to the holder’s right to require us to repurchase the warrants upon a change in control or similar event; and
 

 •  any additional terms of the debt warrants, including procedures, and limitations relating to the exchange, exercise and settlement of the debt
warrants.

Debt warrant certificates will be exchangeable for new debt warrant certificates of different denominations. Debt warrants may be exercised at the
corporate trust office of the warrant agent or any other office indicated in
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the prospectus supplement. Prior to the exercise of their debt warrants, holders of debt warrants will not have any of the rights of holders of the debt
securities purchasable upon exercise and will not be entitled to payment of principal or any premium, if any, or interest on the debt securities
purchasable upon exercise.

Equity Warrants

The prospectus supplement relating to a particular series of warrants to purchase our common stock or preferred stock will describe the terms of
the warrants, including the following:
 

 •  the title of the warrants;
 

 •  the offering price for the warrants, if any;
 

 •  the aggregate number of warrants;
 

 •  the designation and terms of the common stock or preferred stock that may be purchased upon exercise of the warrants;
 

 •  if applicable, the designation and terms of the securities with which the warrants are issued and the number of warrants issued with each
security;

 

 •  if applicable, the date from and after which the warrants and any securities issued with the warrants will be separately transferable;
 

 •  the number of shares of common stock or preferred stock that may be purchased upon exercise of a warrant and the exercise price for the
warrants;

 

 •  the dates on which the right to exercise the warrants shall commence and expire;
 

 •  if applicable, the minimum or maximum amount of the warrants that may be exercised at any one time;
 

 •  the currency or currency units in which the offering price, if any, and the exercise price are payable;
 

 •  if applicable, a discussion of material U.S. federal income tax considerations;
 

 •  the antidilution provisions of the warrants, if any;
 

 •  the redemption or call provisions, if any, applicable to the warrants;
 

 •  any provisions with respect to the holder’s right to require us to repurchase the warrants upon a change in control or similar event; and
 

 •  any additional terms of the warrants, including procedures, and limitations relating to the exchange, exercise and settlement of the warrants.

Holders of equity warrants will not be entitled to:
 

 •  vote, consent or receive dividends;
 

 •  receive notice as stockholders with respect to any meeting of stockholders for the election of our directors or any other matter; or
 

 •  exercise any rights as stockholders of us.

The descriptions of the warrants in this prospectus and in any prospectus supplement are summaries of the material provisions of the applicable
warrants. These descriptions do not restate those warrants in their entirety and may not contain all the information that you may find useful. We urge you
to read the applicable warrants because they, and not the summaries, define your rights as holders of the warrants. For more information, please review
the forms of the relevant warrants, which will be filed with the SEC promptly after the offering of warrants and will be available as described in the
section titled “Where You Can Find More Information.”
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DESCRIPTION OF THE DEBT SECURITIES

The debt securities may be either secured or unsecured and will either be our senior debt securities or our subordinated debt securities. The debt
securities will be issued under one or more separate indentures between us and a trustee to be specified in an accompanying prospectus supplement.
Senior debt securities will be issued under a senior indenture and subordinated debt securities will be issued under a subordinated indenture. Together,
the senior indenture and the subordinated indenture are called indentures in this description. This prospectus, together with the applicable prospectus
supplement, will describe the terms of a particular series of debt securities.

The following is a summary of selected provisions and definitions of the indentures and debt securities to which any prospectus supplement may
relate. The summary of selected provisions of the indentures and the debt securities appearing below is not complete and is subject to, and qualified
entirely by reference to, all of the provisions of the applicable indenture and certificates evidencing the applicable debt securities. For additional
information, you should look at the applicable indenture and the certificate evidencing the applicable debt security that is filed as an exhibit to the
registration statement that includes the prospectus. In this description of the debt securities, the words “we,” “us,” or “our” refer only to IRIDEX
Corporation and not to any of our subsidiaries, unless we expressly state or the context otherwise requires.

The following description sets forth selected general terms and provisions of the applicable indenture and debt securities to which any prospectus
supplement may relate. Other specific terms of the applicable indenture and debt securities will be described in the applicable prospectus supplement. If
any particular terms of the indenture or debt securities 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.

General

Debt securities may be issued in separate series without limitation as to aggregate principal amount. We may specify a maximum aggregate
principal amount for the debt securities of any series.

We are not limited as to the amount of debt securities we may issue under the indentures. Unless otherwise provided in a prospectus supplement, a
series of debt securities may be reopened to issue additional debt securities of such series.

The prospectus supplement relating to a particular series of debt securities will set forth:
 

 •  whether the debt securities are senior or subordinated;
 

 •  the offering price;
 

 •  the title;
 

 •  any limit on the aggregate principal amount;
 

 •  the person who shall be entitled to receive interest, if other than the record holder on the record date;
 

 •  the date or dates the principal will be payable;
 

 •  the interest rate or rates, which may be fixed or variable, if any, the date from which interest will accrue, the interest payment dates and the
regular record dates, or the method for calculating the dates and rates;

 

 •  the place where payments may be made;
 

 •  any mandatory or optional redemption provisions or sinking fund provisions and any applicable redemption or purchase prices associated
with these provisions;
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 •  if issued other than in denominations of U.S. $1,000 or any multiple of U.S. $1,000, the denominations in which the debt securities shall be
issuable;

 

 •  if applicable, the method for determining how the principal, premium, if any, or interest will be calculated by reference to an index or
formula;

 

 •  if other than U.S. currency, the currency or currency units in which principal, premium, if any, or interest will be payable and whether we or
a holder may elect payment to be made in a different currency;

 

 •  the portion of the principal amount that will be payable upon acceleration of maturity, if other than the entire principal amount;
 

 •  if the principal amount payable at stated maturity will not be determinable as of any date prior to stated maturity, the amount or method for
determining the amount which will be deemed to be the principal amount;

 

 •  if applicable, whether the debt securities shall be subject to the defeasance provisions described below under “Satisfaction and discharge;
defeasance” or such other defeasance provisions specified in the applicable prospectus supplement for the debt securities;

 

 •  any conversion or exchange provisions;
 

 •  whether the debt securities will be issuable in the form of a global security;
 

 •  the deletion, addition or change in any event of default;
 

 •  any change or modification to the subordination provisions applicable to the subordinated debt securities if different from those described
below under “Subordinated debt securities”;

 

 •  any deletion, addition or change in the covenants set forth in Article 10 of the indenture;
 

 •  any paying agents, authenticating agents, security registrars or other agents for the debt securities, if other than the trustee;
 

 •  any provisions relating to any security provided for the debt securities, including any provisions regarding the circumstances under which
collateral may be released or substituted;

 

 •  any provisions relating to guaranties for the securities and any circumstances under which there may be additional obligors;
 

 •  any provisions granting special rights to holders when a specified event occurs;
 

 •  any special tax provisions that apply to the debt securities;
 

 •  with respect to the debt securities that do not bear interest, the dates for certain required reports to the applicable trustee;
 

 •  any and all additional, eliminated or changed terms that will apply to the debt securities; and
 

 •  any other terms of such debt securities.

Unless otherwise specified in the prospectus supplement, the debt securities will be registered debt securities. Debt securities may be sold at a
substantial discount below their stated principal amount, bearing no interest or interest at a rate which at time of issuance is below market rates. The
U.S. federal income tax considerations applicable to debt securities sold at a discount will be described in the applicable prospectus supplement.

Exchange and Transfer

Debt securities may be transferred or exchanged at the office of the security registrar or at the office of any transfer agent designated by us.
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We will not impose a service charge for any transfer or exchange, but we may require holders to pay any tax or other governmental charges
associated with any transfer or exchange.

In the event of any partial redemption of debt securities of any series, we will not be required to:
 

 •  issue, register the transfer of, or exchange, any debt security of that series during a period beginning at the opening of business 15 days
before the day of mailing of a notice of redemption and ending at the close of business on the day of the mailing; or

 

 •  register the transfer of or exchange any debt security of that series selected for redemption, in whole or in part, except the unredeemed
portion being redeemed in part.

We will appoint the trustee as the initial security registrar. Any transfer agent, in addition to the security registrar initially designated by us, will be
named in the prospectus supplement. We may designate additional transfer agents or change transfer agents or change the office of the transfer agent.
However, we will be required to maintain a transfer agent in each place of payment for the debt securities of each series.

Global Securities

The debt securities of any series may be represented, in whole or in part, by one or more global securities. Each global security will:
 

 •  be registered in the name of a depositary, or its nominee, that we will identify in a prospectus supplement;
 

 •  be deposited with the depositary or nominee or custodian; and
 

 •  bear any required legends.

No global security may be exchanged in whole or in part for debt securities registered in the name of any person other than the depositary or any
nominee unless:
 

 •  the depositary has notified us that it is unwilling or unable to continue as depositary or has ceased to be qualified to act as depositary;
 

 •  an event of default is continuing with respect to the debt securities of the applicable series; or
 

 •  any other circumstance described in a prospectus supplement has occurred permitting or requiring the issuance of any such security.

As long as the depositary, or its nominee, is the registered owner of a global security, the depositary or nominee will be considered the sole owner
and holder of the debt securities represented by the global security for all purposes under the indentures. Except in the above limited circumstances,
owners of beneficial interests in a global security will not be:
 

 •  entitled to have the debt securities registered in their names;
 

 •  entitled to physical delivery of certificated debt securities; or
 

 •  considered to be holders of those debt securities under the indenture.

Payments on a global security will be made to the depositary or its nominee as the holder of the global security. Some jurisdictions have laws that
require that certain purchasers of securities take physical delivery of such securities in definitive form. These laws may impair the ability to transfer
beneficial interests in a global security.

Institutions that have accounts with the depositary or its nominee are referred to as “participants.” Ownership of beneficial interests in a global
security will be limited to participants and to persons that may hold
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beneficial interests through participants. The depositary will credit, on its book-entry registration and transfer system, the respective principal amounts
of debt securities represented by the global security to the accounts of its participants.

Ownership of beneficial interests in a global security will be shown on and effected through records maintained by the depositary, with respect to
participants’ interests, or any participant, with respect to interests of persons held by participants on their behalf.

Payments, transfers and exchanges relating to beneficial interests in a global security will be subject to policies and procedures of the depositary.
The depositary policies and procedures may change from time to time. Neither any trustee nor we will have any responsibility or liability for the
depositary’s or any participant’s records with respect to beneficial interests in a global security.

Payment and Paying Agents

Unless otherwise indicated in a prospectus supplement, the provisions described in this paragraph will apply to the debt securities. Payment of
interest on a debt security on any interest payment date will be made to the person in whose name the debt security is registered at the close of business
on the regular record date. Payment on debt securities of a particular series will be payable at the office of a paying agent or paying agents designated by
us. However, at our option, we may pay interest by mailing a check to the record holder. The trustee will be designated as our initial paying agent.

We may also name any other paying agents in a prospectus supplement. We may designate additional paying agents, change paying agents or
change the office of any paying agent. However, we will be required to maintain a paying agent in each place of payment for the debt securities of a
particular series.

All moneys paid by us to a paying agent for payment on any debt security that remain unclaimed for a period ending the earlier of:
 

 •  10 business days prior to the date the money would be turned over to the applicable state; or
 

 •  at the end of two years after such payment was due,

will be repaid to us thereafter. The holder may look only to us for such payment.

No Protection in the Event of a Change of Control

Unless otherwise indicated in a prospectus supplement with respect to a particular series of debt securities, the debt securities will not contain any
provisions that may afford holders of the debt securities protection in the event we have a change in control or in the event of a highly leveraged
transaction, whether or not such transaction results in a change in control.

Covenants

Unless otherwise indicated in a prospectus supplement with respect to a particular series of debt securities, the debt securities will not contain any
financial or restrictive covenants.

Consolidation, Merger and Sale of Assets

Unless we indicate otherwise in a prospectus supplement with respect to a particular series of debt securities, we may not consolidate with or
merge into any other person (other than one of our subsidiaries), in a
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transaction in which we are not the surviving corporation, or convey, transfer or lease our properties and assets substantially as an entirety to, any person
(other than a subsidiary of IRIDEX Corporation), unless:
 

 •  the successor entity, if any, is a U.S. corporation, limited liability company, partnership, trust or other business entity;
 

 •  the successor entity assumes our obligations on the debt securities and under the indentures;
 

 •  immediately after giving effect to the transaction, no default or event of default shall have occurred and be continuing; and
 

 •  certain other conditions specified in the indenture are met.

Events of Default

Unless we indicate otherwise in a prospectus supplement, the following will be events of default for any series of debt securities under the
indentures:
 

 (1) we fail to pay principal of or any premium on any debt security of that series when due;
 

 (2) we fail to pay any interest on any debt security of that series for 30 days after it becomes due;
 

 (3) we fail to deposit any sinking fund payment when due;
 

 (4) we fail to perform any other covenant in the indenture and such failure continues for 90 days after we are given the notice required in the
indentures; and

 

 (5) certain events involving our bankruptcy, insolvency or reorganization.

Additional or different events of default applicable to a series of debt securities may be described in a prospectus supplement. An event of default
of one series of debt securities is not necessarily an event of default for any other series of debt securities.

The trustee may withhold notice to the holders of any default, except defaults in the payment of principal, premium, if any, interest, any sinking
fund installment on, or with respect to any conversion right of, the debt securities of such series. However, the trustee must consider it to be in the
interest of the holders of the debt securities of such series to withhold this notice.

Unless we indicate otherwise in a prospectus supplement, if an event of default, other than an event of default described in clause (5) above, shall
occur and be continuing with respect to any series of debt securities, either the trustee or the holders of at least 25% in aggregate principal amount of the
outstanding securities of that series may declare the principal amount and premium, if any, of the debt securities of that series, or if any debt securities of
that series are original issue discount securities, such other amount as may be specified in the applicable prospectus supplement, in each case together
with accrued and unpaid interest, if any, thereon, to be due and payable immediately.

Unless we indicate otherwise in a prospectus supplement, if an event of default described in clause (5) above shall occur, the principal amount and
premium, if any, of all the debt securities of that series, or if any debt securities of that series are original issue discount securities, such other amount as
may be specified in the applicable prospectus supplement, in each case together with accrued and unpaid interest, if any, thereon, will automatically
become immediately due and payable. Any payment by us on the subordinated debt securities following any such acceleration will be subject to the
subordination provisions described below under “Subordinated Debt Securities.”

Notwithstanding the foregoing, each indenture will provide that we may, at our option, elect that the sole remedy for an event of default relating to
our failure to comply with our obligations described under the section
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entitled “Reports” below or our failure to comply with the requirements of Section 314(a)(1) of the Trust Indenture Act of 1939, as amended (the “Trust
Indenture Act”) will for the first 360 days after the occurrence of such an event of default consist exclusively of the right to receive additional interest on
the relevant series of debt securities at an annual rate equal to (i) 0.25% of the principal amount of such series of debt securities for the first 180 days
after the occurrence of such event of default and (ii) 0.50% of the principal amount of such series of debt securities from the 181st day to, and including,
the 360th day after the occurrence of such event of default, which we call “additional interest.” If we so elect, the additional interest will accrue on all
outstanding debt securities from and including the date on which such event of default first occurs until such violation is cured or waived and shall be
payable on each relevant interest payment date to holders of record on the regular record date immediately preceding the interest payment date. On the
361st day after such event of default (if such violation is not cured or waived prior to such 361st day), the debt securities will be subject to acceleration
as provided above. In the event we do not elect to pay additional interest upon any such event of default in accordance with this paragraph, the debt
securities will be subject to acceleration as provided above.

In order to elect to pay the additional interest as the sole remedy during the first 360 days after the occurrence of any event of default relating to
the failure to comply with the reporting obligations in accordance with the preceding paragraph, we must notify all holders of debt securities and the
trustee and paying agent of such election prior to the close of business on the first business day following the date on which such event of default occurs.
Upon our failure to timely give such notice or pay the additional interest, the debt securities will be immediately subject to acceleration as provided
above.

After acceleration, the holders of a majority in aggregate principal amount of the outstanding securities of that series may, under certain
circumstances, rescind and annul such acceleration if all events of default, other than the non-payment of accelerated principal, or other specified
amounts or interest, have been cured or waived.

Other than the duty to act with the required care during an event of default, the trustee will not be obligated to exercise any of its rights or powers
at the request of the holders unless the holders shall have offered to the trustee reasonable indemnity. Generally, the holders of a majority in aggregate
principal amount of the outstanding debt securities of any series will have the right to direct the time, method and place of conducting any proceeding
for any remedy available to the trustee or exercising any trust or power conferred on the trustee.

A holder of debt securities of any series will not have any right to institute any proceeding under the indentures, or for the appointment of a
receiver or a trustee, or for any other remedy under the indentures, unless:
 

 (1) the holder has previously given to the trustee written notice of a continuing event of default with respect to the debt securities of that series;
 

 (2) the holders of at least 25% in aggregate principal amount of the outstanding debt securities of that series have made a written request and
have offered reasonable indemnity to the trustee to institute the proceeding; and

 

 (3) the trustee has failed to institute the proceeding and has not received direction inconsistent with the original request from the holders of a
majority in aggregate principal amount of the outstanding debt securities of that series within 60 days after the original request.

Holders may, however, sue to enforce the payment of principal, premium or interest on any debt security on or after the due date or to enforce the
right, if any, to convert any debt security (if the debt security is convertible) without following the procedures listed in (1) through (3) above.

We will furnish the trustee an annual statement from our officers as to whether or not we are in default in the performance of the conditions and
covenants under the indenture and, if so, specifying all known defaults.
 

21



Table of Contents

Modification and Waiver

Unless we indicate otherwise in a prospectus supplement, the applicable trustee and we may make modifications and amendments to an indenture
with the consent of the holders of a majority in aggregate principal amount of the outstanding securities of each series affected by the modification or
amendment.

We may also make modifications and amendments to the indentures for the benefit of holders without their consent, for certain purposes
including, but not limited to:
 

 •  to evidence the succession of another person to Iridex, or successive successions, and the assumption by any such successor of the covenants
of Iridex in the indentures in compliance with Article 8 of the indentures;

 

 •  adding covenants;
 

 •  adding events of default;
 

 •  making certain changes to facilitate the issuance of the debt securities;
 

 

•  to add to, change or eliminate any of the provisions of the indentures or more series of securities, provided that any such addition, change or
elimination (A) shall neither (i) apply to any security of any series created prior to the execution of such supplemental indenture and entitled
to the benefit of such provision nor (ii) modify the rights of the holder of any such security with respect to such provision or (B) shall
become effective only when there is no such security outstanding;

 

 •  securing the debt securities;
 

 •  providing for guaranties of, or additional obligors on, the debt securities;
 

 •  to establish the form or term of debt securities as permitted by Sections 2.1 and 3.1 of the indenture;
 

 •  providing for a successor trustee or additional trustees;
 

 •  conforming the indenture to the description of the securities set forth in this prospectus or the accompanying prospectus supplement;
 

 •  curing any ambiguity, defect or inconsistency; provided that such action shall not adversely affect the interest of the holders in any material
respect;

 

 •  permitting or facilitating the defeasance and discharge of the debt securities;
 

 
•  make such other provisions in regard to matters or questions arising under the indentures or under any supplemental indentures as our board

of directors may deem necessary or desirable, and which does not in each case adversely affect the interests of the holders of the debt
securities of a series; and

 

 •  comply with requirements of the SEC in order to effect or maintain the qualifications of the indentures under the Trust Indenture Act.

However, neither the trustee nor we may make any modification or amendment without the consent of the holder of each outstanding security of
that series affected by the modification or amendment if such modification or amendment would:
 

 •  change the stated maturity of the principal of, or any installment of principal or interest on, any debt security;
 

 •  reduce the principal, premium, if any, or interest on any debt security or any amount payable upon redemption or repurchase, whether at our
option or the option of any holder, or reduce the amount of any sinking fund payments;

 

 •  reduce the principal of an original issue discount security or any other debt security payable on acceleration of maturity;
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 •  change the place of payment or the currency in which any debt security is payable;
 

 •  impair the right to enforce any payment after the stated maturity or redemption date;
 

 •  if subordinated debt securities, modify the subordination provisions in a materially adverse manner to the holders;
 

 •  adversely affect the right to convert any debt security if the debt security is a convertible debt security; or
 

 •  change the provisions in the indenture that relate to modifying or amending the indenture.

Satisfaction and Discharge; Defeasance

We may be discharged from our obligations on the debt securities, subject to limited exceptions, of any series that have matured or will mature or
be redeemed within one year if we deposit enough money with the trustee to pay all the principal, interest and any premium due to the stated maturity
date or redemption date of the debt securities.

Each indenture contains a provision that permits us to elect either or both of the following:
 

 

•  we may elect to be discharged from all of our obligations, subject to limited exceptions, with respect to any series of debt securities then
outstanding. If we make this election, the holders of the debt securities of the series will not be entitled to the benefits of the indenture,
except for the rights of holders to receive payments on debt securities or the registration of transfer and exchange of debt securities and
replacement of lost, stolen or mutilated debt securities.

 

 •  we may elect to be released from our obligations under some or all of any financial or restrictive covenants applicable to the series of debt
securities to which the election relates and from the consequences of an event of default resulting from a breach of those covenants.

To make either of the above elections, we must irrevocably deposit in trust with the trustee enough money to pay in full the principal, interest and
premium on the debt securities. This amount may be made in cash and/or U.S. government obligations or, in the case of debt securities denominated in a
currency other than U.S. dollars, cash in the currency in which such series of securities is denominated and/or foreign government obligations. As a
condition to either of the above elections, for debt securities denominated in U.S. dollars we must deliver to the trustee an opinion of counsel that the
holders of the debt securities will not recognize income, gain or loss for U.S. federal income tax purposes as a result of the action.

With respect to debt securities of any series that are denominated in a currency other than United States dollars, “foreign government obligations”
means:
 

 

•  direct obligations of the government that issued or caused to be issued the currency in which such securities are denominated and for the
payment of which obligations its full faith and credit is pledged, or, with respect to debt securities of any series which are denominated in
Euros, direct obligations of certain members of the European Union for the payment of which obligations the full faith and credit of such
members is pledged, which in each case are not callable or redeemable at the option of the issuer thereof; or

 

 
•  obligations of a person controlled or supervised by or acting as an agency or instrumentality of a government described in the bullet above

the timely payment of which is unconditionally guaranteed as a full faith and credit obligation by such government, which are not callable or
redeemable at the option of the issuer thereof.
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Notices

Notices to holders will be given by mail to the addresses of the holders in the security register.

Governing Law

The indentures and the debt securities will be governed by, and construed under, the laws of the State of New York.

No Personal Liability of Directors, Officers, Employees and Stockholders

No incorporator, stockholder, employee, agent, officer, director or subsidiary of ours will have any liability for any obligations of ours, or because
of the creation of any indebtedness under the debt securities, the indentures or supplemental indentures. The indentures provide that all such liability is
expressly waived and released as a condition of, and as a consideration for, the execution of such indentures and the issuance of the debt securities.

Regarding the Trustee

The indentures limit the right of the trustee, should it become our creditor, to obtain payment of claims or secure its claims.

The trustee will be permitted to engage in certain other transactions with us. However, if the trustee acquires any conflicting interest, and there is a
default under the debt securities of any series for which it is trustee, the trustee must eliminate the conflict or resign.

Subordinated Debt Securities

The following provisions will be applicable with respect to each series of subordinated debt securities, unless otherwise stated in the prospectus
supplement relating to that series of subordinated debt securities.

The indebtedness evidenced by the subordinated debt securities of any series is subordinated, to the extent provided in the subordinated indenture
and the applicable prospectus supplement, to the prior payment in full, in cash or other payment satisfactory to the holders of senior debt, of all senior
debt, including any senior debt securities.

Upon any distribution of our assets upon any dissolution, winding up, liquidation or reorganization, whether voluntary or involuntary, marshalling
of assets, assignment for the benefit of creditors, or in bankruptcy, insolvency, receivership or other similar proceedings, payments on the subordinated
debt securities will be subordinated in right of payment to the prior payment in full in cash or other payment satisfactory to holders of senior debt of all
senior debt.

In the event of any acceleration of the subordinated debt securities of any series because of an event of default with respect to the subordinated
debt securities of that series, holders of any senior debt would be entitled to payment in full in cash or other payment satisfactory to holders of senior
debt of all senior debt before the holders of subordinated debt securities are entitled to receive any payment or distribution.

In addition, the subordinated debt securities will be structurally subordinated to all indebtedness and other liabilities of our subsidiaries, including
trade payables and lease obligations. This occurs because our right to receive any assets of our subsidiaries upon their liquidation or reorganization, and
your right to participate in those assets, will be effectively subordinated to the claims of that subsidiary’s creditors, including trade creditors, except to
the extent that we are recognized as a creditor of such subsidiary. If we are recognized as a creditor of
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that subsidiary, our claims would still be subordinate to any security interest in the assets of the subsidiary and any indebtedness of the subsidiary senior
to us.

We are required to promptly notify holders of senior debt or their representatives under the subordinated indenture if payment of the subordinated
debt securities is accelerated because of an event of default.

Under the subordinated indenture, we may also not make payment on the subordinated debt securities if:
 

 •  a default in our obligations to pay principal, premium, if any, interest or other amounts on our senior debt occurs and the default continues
beyond any applicable grace period, which we refer to as a payment default; or

 

 
•  any other default occurs and is continuing with respect to designated senior debt that permits holders of designated senior debt to accelerate

its maturity, which we refer to as a non-payment default, and the trustee receives a payment blockage notice from us or some other person
permitted to give the notice under the subordinated indenture.

We will resume payments on the subordinated debt securities:
 

 •  in case of a payment default, when the default is cured or waived or ceases to exist, and
 

 •  in case of a nonpayment default, the earlier of when the default is cured or waived or ceases to exist or 179 days after the receipt of the
payment blockage notice.

No new payment blockage period may commence on the basis of a nonpayment default unless 365 days have elapsed from the effectiveness of the
immediately prior payment blockage notice. No nonpayment default that existed or was continuing on the date of delivery of any payment blockage
notice to the trustee shall be the basis for a subsequent payment blockage notice.

As a result of these subordination provisions, in the event of our bankruptcy, dissolution or reorganization, holders of senior debt may receive
more, ratably, and holders of the subordinated debt securities may receive less, ratably, than our other creditors. The subordination provisions will not
prevent the occurrence of any event of default under the subordinated indenture.

The subordination provisions will not apply to payments from money or government obligations held in trust by the trustee for the payment of
principal, interest and premium, if any, on subordinated debt securities pursuant to the provisions described under the section entitled “Satisfaction and
Discharge; Defeasance,” if the subordination provisions were not violated at the time the money or government obligations were deposited into trust.

If the trustee or any holder receives any payment that should not have been made to them in contravention of subordination provisions before all
senior debt is paid in full in cash or other payment satisfactory to holders of senior debt, then such payment will be held in trust for the holders of senior
debt.

Senior debt securities will constitute senior debt under the subordinated indenture.

Additional or different subordination provisions may be described in a prospectus supplement relating to a particular series of debt securities.

Definitions

“Designated senior debt” means our obligations under any particular senior debt in which the instrument creating or evidencing the same or the
assumption or guarantee thereof, or related agreements or documents to which we are a party, expressly provides that such indebtedness shall be
designated senior debt for purposes of the
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subordinated indenture. The instrument, agreement or other document evidencing any designated senior debt may place limitations and conditions on
the right of such senior debt to exercise the rights of designated senior debt.

“Indebtedness” means the following, whether absolute or contingent, secured or unsecured, due or to become due, outstanding on the date of the
indenture for such series of securities or thereafter created, incurred or assumed:
 

 •  our indebtedness evidenced by a credit or loan agreement, note, bond, debenture or other written obligation;
 

 •  all of our obligations for money borrowed;
 

 •  all of our obligations evidenced by a note or similar instrument given in connection with the acquisition of any businesses, properties or
assets of any kind,

 

 •  our obligations:
 

 •  as lessee under leases required to be capitalized on the balance sheet of the lessee under generally accepted accounting principles, or
 

 •  as lessee under leases for facilities, capital equipment or related assets, whether or not capitalized, entered into or leased for
financing purposes;

 

 •  all of our obligations under interest rate and currency swaps, caps, floors, collars, hedge agreements, forward contracts or similar agreements
or arrangements;

 

 •  all of our obligations with respect to letters of credit, bankers’ acceptances and similar facilities, including reimbursement obligations with
respect to the foregoing;

 

 •  all of our obligations issued or assumed as the deferred purchase price of property or services, but excluding trade accounts payable and
accrued liabilities arising in the ordinary course of business;

 

 
•  all obligations of the type referred to in the above clauses of another person, the payment of which, in either case, we have assumed or

guaranteed, for which we are responsible or liable, directly or indirectly, jointly or severally, as obligor, guarantor or otherwise, or which are
secured by a lien on our property; and

 

 •  renewals, extensions, modifications, replacements, restatements and refundings of, or any indebtedness or obligation issued in exchange for,
any such indebtedness or obligation described in the above clauses of this definition.

“Senior debt” means the principal of, premium, if any, and interest, including all interest accruing subsequent to the commencement of any
bankruptcy or similar proceeding, whether or not a claim for post-petition interest is allowable as a claim in any such proceeding, and rent payable on or
in connection with, and all fees and other amounts payable in connection with, our indebtedness. However, senior debt shall not include:
 

 
•  any debt or obligation if its terms or the terms of the instrument under which or pursuant to which it is issued expressly provide that it shall

not be senior in right of payment to the subordinated debt securities or expressly provide that such indebtedness is on the same basis or
“junior” to the subordinated debt securities; or

 

 •  debt to any of our subsidiaries, a majority of the voting stock of which is owned, directly or indirectly, by us.

“Subsidiary” means a corporation more than 50% of the outstanding voting stock of which is owned, directly or indirectly, by us or by one or
more of our other subsidiaries or by a combination of us and our other subsidiaries. For purposes of this definition, “voting stock” means stock or other
similar interests which ordinarily has or have voting power for the election of directors, or persons performing similar functions, whether at all times or
only so long as no senior class of stock or other interests has or have such voting power by reason of any contingency.
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DESCRIPTION OF SUBSCRIPTION RIGHTS

We may issue subscription rights to purchase our common stock, preferred stock or debt securities. These subscription rights may be offered
independently or together with any other security offered hereby and may or may not be transferable by the stockholder receiving the subscription rights
in such offering. In connection with any offering of subscription rights, we may enter into a standby arrangement with one or more underwriters or other
purchasers pursuant to which the underwriters or other purchasers may be required to purchase any securities remaining unsubscribed for after such
offering.

The prospectus supplement relating to any subscription rights we offer, if any, will, to the extent applicable, include specific terms relating to the
offering, including some or all of the following:
 

 •  the price, if any, for the subscription rights;
 

 •  the exercise price payable for our common stock, preferred stock or debt securities upon the exercise of the subscription rights;
 

 •  the number of subscription rights to be issued to each stockholder;
 

 •  the number and terms of our common stock, preferred stock or debt securities which may be purchased per each subscription right;
 

 •  the extent to which the subscription rights are transferable;
 

 •  any other terms of the subscription rights, including the terms, procedures and limitations relating to the exchange and exercise of the
subscription rights;

 

 •  the date on which the right to exercise the subscription rights shall commence, and the date on which the subscription rights shall expire;
 

 •  the extent to which the subscription rights may include an over-subscription privilege with respect to unsubscribed securities or an over-
allotment privilege to the extent the securities are fully subscribed; and

 

 •  if applicable, the material terms of any standby underwriting or purchase arrangement which may be entered into by Iridex in connection
with the offering of subscription rights.

The descriptions of the subscription rights in this prospectus and in any prospectus supplement are summaries of the material provisions of the
applicable subscription right agreements. These descriptions do not restate those subscription right agreements in their entirety and may not contain all
the information that you may find useful. We urge you to read the applicable subscription right agreements because they, and not the summaries, define
your rights as holders of the subscription rights. For more information, please review the forms of the relevant subscription right agreements, which will
be filed with the SEC promptly after the offering of subscription rights and will be available as described in the section titled “Where You Can Find
More Information.”
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DESCRIPTION OF UNITS

We may issue units comprised of one or more of the other classes of securities described in this prospectus 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 included security. The units may be issued under unit agreements to be entered into between us and a unit agent, as detailed in the
prospectus supplement relating to the units being offered. The prospectus supplement will describe:
 

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

 

 •  a description of the terms of any unit agreement governing the units;
 

 •  a description of the provisions for the payment, settlement, transfer or exchange of the units;
 

 •  a discussion of material federal income tax considerations, if applicable; and
 

 •  whether the units if issued as a separate security will be issued in fully registered or global form.

The descriptions of the units in this prospectus and in any prospectus supplement are summaries of the material provisions of the applicable unit
agreements. These descriptions do not restate those unit agreements in their entirety and may not contain all the information that you may find useful.
We urge you to read the applicable unit agreements because they, and not the summaries, define your rights as holders of the units. For more
information, please review the forms of the relevant unit agreements, which will be filed with the SEC promptly after the offering of units and will be
available as described in the section titled “Where You Can Find More Information.”
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SELLING SECURITY HOLDERS

This prospectus also relates to the possible resale by certain of our stockholders, who we refer to in this prospectus as the “selling stockholders,”
of up to 2,060,688 shares of our common stock that were issued and outstanding prior to the original date of filing of the registration statement of which
this prospectus forms a part.

The following table details the name of each selling stockholder, the number of shares of common stock held by the selling stockholder, and the
number of shares that may be offered by the selling stockholder for resale under this prospectus. The information regarding shares beneficially owned
after this offering assumes the sale of all shares offered for resale by the selling stockholder under this prospectus, and that all such sales will be made to
parties unaffiliated with the selling stockholders. The selling stockholders may sell all, some or none of their securities in future offerings under this
prospectus. Beneficial ownership is determined in accordance with the rules of the SEC. Each selling stockholder’s percentage of ownership in the
following table is based upon 10,118,999 shares of common stock outstanding as of August 3, 2016.

The shares of common stock which may be offered by the selling stockholders were purchased pursuant to the Securities Purchase Agreement
dated August 31, 2007 between us and certain investment funds affiliated with BlueLine Partners, L.L.C., which are collectively referred to as
“BlueLine.” BlueLine also holds certain demand registration rights, “piggyback” registration rights and Form S-3 registration rights under the terms of
our amended and restated investors’ rights agreement, as described under the caption “Description of Capital Stock—Registration Rights under our
Amended and Restated Investors’ Rights Agreement, as Amended.” When we refer to the “selling stockholders” in this prospectus, we mean the persons
listed in the table below, as well as their donees, pledgees, assignees, transferees, distributees, or other successors in interest.

Pursuant to provisions of the Securities Purchase Agreement, BlueLine has the right to designate one individual for appointment to our board of
directors. Mr. Scott A. Shuda is BlueLine’s current designee. BlueLine’s right to designate a member of the Company’s board of directors is subject to
termination in the event that BlueLine and its affiliates hold fewer than 500,000 shares of common stock.
 
   Prior to the Offering  

 

Number of
Shares of
Common

Stock Being
Registered
for Resale  

  After the Offering  

   

Number of
Shares of
Common

Stock
Beneficially

Owned    

Percent of
Shares of
Common

Stock
Outstanding   

Number of
Shares of
Common

Stock
Beneficially

Owned    

Percent of
Shares of
Common

Stock
Outstanding 

BlueLine Capital Partners, LP(1)    1,239,414    12.2%   1,239,414    —          * 
BlueLine Capital Partners II, LP(1)    270,725    2.7%   270,725    —          * 
BlueLine Capital Partners III, LP(1)    492,100    4.9%   492,100    —          * 
Meridian OHC Partners, LP(1)    58,449    *   58,449    —          * 

    
 

     
 

      
 

Total shares of common stock to be registered for selling
stockholders    2,060,688    20.4%   2,060,688    —          * 

    
 

     
 

     
* Less than 1%.
(1) BlueLine Partners, L.L.C. is the sole general partner of BlueLine Capital Partners, LP and BlueLine Capital Partners II, L.L.C. BlueLine Capital

Partners II, L.L.C. is the sole general partner of BlueLine Capital Partners III, LP. TSV Investment Partners, L.L.C. is the sole general partner of
Meridian OHC Partners, LP. Mr. Shuda is the Managing Director of BlueLine Partners, L.L.C. and BlueLine Partners II, L.L.C., each of which is
located at 3480 Buskirk Avenue, Suite 214, Pleasant Hill, CA 94523. Mr. Shuda is the managing director of TSV Investment Partners, L.L.C.,
which is located at 425 Weed Street, New Canaan, CT 06840. Mr. Shuda shares voting and investment control over the shares owned by BlueLine
and Meridian and disclaims beneficial ownership of such shares except to the extent of his pecuniary interest therein.
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PLAN OF DISTRIBUTION

We or the selling stockholders may sell the securities offered through this prospectus (1) to or through underwriters or dealers, (2) directly to
purchasers, including our affiliates, (3) through agents, including ordinary brokerage transactions, block trades, placements, “at the market” transactions,
put or call transactions or in any other way not involving market makers or established trading markets or (4) through a combination of any these
methods. The securities may be distributed at a fixed price or prices, which may be changed, market prices prevailing at the time of sale, prices related
to the prevailing market prices, or negotiated prices. Any prospectus supplement will include, to the extent applicable, the following information:
 

 •  the terms of the offering;
 

 •  the names of any underwriters or agents;
 

 •  the name or names of any managing underwriter or underwriters;
 

 •  the purchase price of the securities;
 

 •  the net proceeds from the sale of the securities;
 

 •  any delayed delivery arrangements;
 

 •  any underwriting discounts, commissions and other items constituting underwriters’ compensation;
 

 •  any initial public offering price;
 

 •  any discounts or concessions allowed or reallowed or paid to dealers; and
 

 •  any commissions paid to agents.

We may engage in at the market offerings into an existing trading market in accordance with Rule 415(a)(4). Any at the market offering will be
through an underwriter or underwriters acting as principal or agent for us.

We may issue to the holders of our common stock, on a pro rata basis for no consideration, subscription rights to purchase shares of our common
stock or preferred stock. These subscription rights may or may not be transferable by stockholders. The applicable prospectus supplement will describe
the specific terms of any offering of our common or preferred stock through the issuance of subscription rights, including the terms of the subscription
rights offering, the terms, procedures and limitations relating to the exchange and exercise of the subscription rights and, if applicable, the material terms
of any standby underwriting or purchase arrangement entered into by us in connection with the offering of common or preferred stock through the
issuance of subscription rights.

Sale through Underwriters or Dealers

If underwriters are used in the sale, the underwriters will acquire the securities for their own account, including through underwriting, purchase,
security lending or repurchase agreements with us. The underwriters may resell the securities from time to time in one or more transactions, including
negotiated transactions. Underwriters may sell the securities in order to facilitate transactions in any of our other securities (described in this prospectus
or otherwise), including other public or private transactions and short sales. Underwriters may offer securities to the public either through underwriting
syndicates represented by one or more managing underwriters or directly by one or more firms acting as underwriters. Unless otherwise indicated in the
prospectus supplement, the obligations of the underwriters to purchase the securities will be subject to certain conditions, and the underwriters will be
obligated to purchase all the offered securities if they purchase any of them. The underwriters may change from time to time any initial public offering
price and any discounts or concessions allowed or reallowed or paid to dealers. The prospectus supplement will include the names of the principal
underwriters, the respective amount of securities underwritten, the nature of the obligation of the
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underwriters to take the securities and the nature of any material relationship between an underwriter and us or the selling stockholders, as applicable.

Some or all of the securities that we offer through this prospectus may be new issues of securities with no established trading market. Any
underwriters to whom we sell securities for public offering and sale may make a market in those securities, but they will not be obligated to do so and
they may discontinue any market making at any time without notice. Accordingly, we cannot assure you of the liquidity of, or continued trading markets
for, any securities offered pursuant to this prospectus.

If dealers are used in the sale of securities offered through this prospectus, we or the selling stockholders will sell the securities to them as
principals. They may then resell those securities to the public at varying prices determined by the dealers at the time of resale. The prospectus
supplement will include the names of the dealers and the terms of the transaction.

Direct Sales and Sales through Agents

We or the selling stockholders may sell the securities offered through this prospectus directly. In this case, no underwriters or agents would be
involved. In addition, any shares that qualify for sale by the selling stockholders pursuant to Rule 144 under the Securities Act may be sold under Rule
144 rather than pursuant to this prospectus.

Securities may also be sold through agents designated from time to time. Any required prospectus supplement will name any agent involved in the
offer or sale of the offered securities and will describe any commissions payable to the agent by us or the selling stockholders. Unless otherwise
indicated in such prospectus supplement, any agent will agree to use its reasonable best efforts to solicit purchases for the period of its appointment.

We or the selling stockholders may sell the securities directly to institutional investors or others who may be deemed to be underwriters within the
meaning of the Securities Act with respect to any sale of those securities. The terms of any such sales will be described in any required prospectus
supplement.

Delayed Delivery Contracts

If the prospectus supplement indicates, we may authorize agents, underwriters or dealers to solicit offers from certain types of institutions to
purchase securities at the public offering price under delayed delivery contracts. These contracts would provide for payment and delivery on a specified
date in the future. The contracts would be subject only to those conditions described in the prospectus supplement. The applicable prospectus
supplement will describe the commission payable for solicitation of those contracts.

Market Making, Stabilization and Other Transactions

Unless the applicable prospectus supplement states otherwise, each series of offered securities by us will be a new issue and will have no
established trading market. We may elect to list any series of offered securities on an exchange. Any underwriters that we use in the sale of such offered
securities may make a market in such securities, but may discontinue such market making at any time without notice. Accordingly, we cannot assure you
that the securities will have a liquid trading market.

Any underwriter may also engage in stabilizing transactions, syndicate covering transactions and penalty bids in accordance with Rule 104 under
the Exchange Act. Stabilizing transactions involve bids to purchase the underlying security in the open market for the purpose of pegging, fixing or
maintaining the price of the securities. Syndicate covering transactions involve purchases of the securities in the open market after the distribution has
been completed in order to cover syndicate short positions.
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Penalty bids permit the underwriters to reclaim a selling concession from a syndicate member when the securities originally sold by the syndicate
member are purchased in a syndicate covering transaction to cover syndicate short positions. Stabilizing transactions, syndicate covering transactions
and penalty bids may cause the price of the securities to be higher than it would be in the absence of the transactions. The underwriters may, if they
commence these transactions, discontinue them at any time.

Derivative Transactions and Hedging

We, the underwriters or other agents may engage in derivative transactions involving the securities. These derivatives may consist of short sale
transactions and other hedging activities. The underwriters or agents may acquire a long or short position in the securities, hold or resell securities
acquired and purchase options or futures on the securities and other derivative instruments with returns linked to or related to changes in the price of the
securities. In order to facilitate these derivative transactions, we may enter into security lending or repurchase agreements with the underwriters or
agents. The underwriters or agents may effect the derivative transactions through sales of the securities to the public, including short sales, or by lending
the securities in order to facilitate short sale transactions by others. The underwriters or agents may also use the securities purchased or borrowed from
us or others (or, in the case of derivatives, securities received from us in settlement of those derivatives) to directly or indirectly settle sales of the
securities or close out any related open borrowings of the securities.

Electronic Auctions

We or the selling stockholders may also make sales through the Internet or through other electronic means. Since we or the selling stockholders
may from time to time elect to offer securities directly to the public, with or without the involvement of agents, underwriters or dealers, utilizing the
Internet or other forms of electronic bidding or ordering systems for the pricing and allocation of such securities, you should pay particular attention to
the description of that system we will provide in a prospectus supplement.

Such electronic system may allow bidders to directly participate, through electronic access to an auction site, by submitting conditional offers to
buy that are subject to acceptance by us, and which may directly affect the price or other terms and conditions at which such securities are sold. These
bidding or ordering systems may present to each bidder, on a so-called “real-time” basis, relevant information to assist in making a bid, such as the
clearing spread at which the offering would be sold, based on the bids submitted, and whether a bidder’s individual bids would be accepted, prorated or
rejected. For example, in the case of a debt security, the clearing spread could be indicated as a number of “basis points” above an index treasury note.
Of course, many pricing methods can and may also be used.

Upon completion of such an electronic auction process, securities will be allocated based on prices bid, terms of bid or other factors. The final
offering price at which securities would be sold and the allocation of securities among bidders would be based in whole or in part on the results of the
Internet or other electronic bidding process or auction.

General Information

Agents, underwriters and dealers may be entitled, under agreements entered into with us or the selling stockholders, to indemnification by us or
the selling stockholders against certain liabilities, including liabilities under the Securities Act. Agents, underwriters and dealers may engage in
transactions with or perform services for us in the ordinary course of their businesses.
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LEGAL MATTERS

The validity of the securities offered by this prospectus will be passed upon by Wilson Sonsini Goodrich & Rosati, P.C., Palo Alto, California.

EXPERTS

The consolidated financial statements of IRIDEX Corporation as of January 2, 2016 and January 3, 2015 and for each of the three years in the
period ended January 2, 2016 incorporated in this prospectus by reference to the Annual Report on Form 10-K for the year ended January 2, 2016, have
been so incorporated in reliance on the report of Burr Pilger Mayer, Inc., an independent registered public accounting firm, given on the authority of said
firm as experts in auditing and accounting.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and other reports, proxy statements 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. You may also read and copy any document we file at the SEC’s Public Reference Room at 100
F Street, NE, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the Public Reference Room. Our Annual
Report on Form 10-K, Quarterly Reports on Form 10-Q, and Current Reports on Form 8-K, including any amendments to those reports, and other
information that we file with or furnish to the SEC pursuant to Section 13(a) or 15(d) of the Exchange Act can also be accessed free of charge through
the Internet. These filings will be available as soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC.

We have filed with the SEC a registration statement under the Securities Act of 1933 relating to the offering of these securities. The registration
statement, including the attached exhibits, contains additional relevant information about us and the securities. This prospectus does not contain all of
the information set forth in the registration statement. You can obtain a copy of the registration statement, at prescribed rates, from the SEC at the
address listed above. The registration statement and the documents referred to below under “Information Incorporated by Reference” are also available
on our Internet website, www.iridex.com. We have not incorporated by reference into this prospectus the information on our website, and you should not
consider it to be a part of this prospectus.
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INFORMATION INCORPORATED BY REFERENCE

The SEC allows us to incorporate by reference into this prospectus certain information we file with it, which means that we can disclose important
information by referring you to those documents. The information incorporated by reference is considered to be a part of this prospectus, and
information that we file later with the SEC will automatically update and supersede information contained in this prospectus and any accompanying
prospectus supplement. We incorporate by reference the documents listed below that we have previously filed with the SEC (excluding any portions of
any Form 8-K that are not deemed “filed” pursuant to the General Instructions of Form 8-K):
 

 •  our Annual Report on Form 10-K for the fiscal year ended January 2, 2016, filed with the SEC on March 31, 2016;
 

 •  our Quarterly Reports on Form 10-Q for the fiscal quarters ended April 2, 2016 (filed with the SEC on May 9, 2016) and July 2, 2016 (filed
with the SEC on August 8, 2016);

 

 •  our Current Reports on Form 8-K filed with the SEC on March 7, 2016, June 9, 2016, June 21, 2016 and July 11, 2016; and
 

 •  the description of our common stock contained in our Registration Statement on Form 8-A as filed with the SEC on January 17, 1996
pursuant to Section 12(b) of the Exchange Act.

We also incorporate by reference into this prospectus additional documents (other than current reports furnished under Item 2.02 or Item 7.01 of
Form 8-K and exhibits on such form that are related to such items) that we may file with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the
Exchange Act prior to the completion or termination of the offering, including all such documents we may file with the SEC after the date of the initial
registration statement and prior to the effectiveness of the registration statement, but excluding any information deemed furnished and not filed with the
SEC. Any statements contained in a previously filed document incorporated by reference into this prospectus is deemed to be modified or superseded
for purposes of this prospectus to the extent that a statement contained in this prospectus, or in a subsequently filed document also incorporated by
reference herein, modifies or supersedes that statement.

This prospectus may contain information that updates, modifies or is contrary to information in one or more of the documents incorporated by
reference in this prospectus. You should rely only on the information incorporated by reference or provided in this prospectus. Neither we nor the selling
stockholders have authorized anyone else to provide you with different information. You should not assume that the information in this prospectus is
accurate as of any date other than the date of this prospectus or the date of the documents incorporated by reference in this prospectus.

We will provide to each person, including any beneficial owner, to whom this prospectus is delivered, upon written or oral request, at no cost to
the requester, a copy of any and all of the information that is incorporated by reference in this prospectus.

Requests for such documents should be directed to:

Iridex Corporation
1212 Terra Bella Avenue
Mountain View, California 94043
Attention: Secretary

You may also access the documents incorporated by reference in this prospectus through our website at www.iridex.com. Except for the specific
incorporated documents listed above, no information available on or through our website shall be deemed to be incorporated in this prospectus or the
registration statement of which it forms a part.
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