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provisions (see General Instruction A.2. below):

 
 ̈Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
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Item 3.02. Unregistered Sales of Equity Securities.
 
On December 31, 2012, ProPhase Labs, Inc., a Nevada corporation (the “Company”), sold 192,000 shares of the Company’s common stock to Dutchess
Opportunity Fund, II, LP (“Dutchess”) under and pursuant to the Investment Agreement (the “Investment Agreement”), dated November 26, 2012, by and
between the Company and Dutchess.  As previously disclosed in its Form 8-K filed on December 28, 2012, the Company had issued in four separate
transactions an aggregate of 691,722 shares to Dutchess as of December 28, 2012 under the Investment Agreement.  As a consequence of the sale of common
stock made on December 31, 2012, the Company exceeded the 5% threshold that triggers the reporting requirement of this item. As a result of these issuances
to Dutchess, aggregating 883,722 shares as of December 31, 2012, the Company has derived approximately $1,085,000 in net proceeds through the usage of
the Investment Agreement. Pursuant to the Investment Agreement, the purchase price is set at ninety-five percent (95%) of the lowest daily volume weighted
average price (VWAP) of the Company’s common stock during a recent trading period. No commission or other fee is payable to Dutchess with respect to the
issuances of the shares.
 
The sales of the shares under the Investment Agreement were deemed to be exempt from registration under the Securities Act of 1933, as amended (the “Act”)
in reliance upon Section 4(2) of the Act (or Regulation D promulgated thereunder).
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Pursuant to the requirements of the Securities Exchange Act of 1934, the Company has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
 
 
 ProPhase Labs, Inc.
   
   
 By: /s/ Robert V. Cuddihy, Jr.
  Robert V. Cuddihy, Jr.
  Chief Operating Officer and 

Chief Financial Officer
 
Date: January 2, 2013
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