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Atossa Genetics Inc. is offering by this prospectus supplement shares of our common stock.

Our common stock is listed on The NASDAQ Capital Market under the symbol “ATOS.” On October 25, 2017, the last
reported sales price of our common stock on The NASDAQ Capital Market was $0.85 per share.

Investing in our securities involves certain risks. Before purchasing our common stock, please review the
information, including the information incorporated by reference, under the heading “Risk Factors’ beginning
on page S-9 of this prospectus supplement and page 6 of the accompanying prospectus.

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 supplement or the accompanying
prospectus. Any representation to the contrary is a criminal offense.

As of October 24, 2017, the aggregate market value of the voting and non-voting common equity held by
non-affiliates, computed by reference to the price at which the common equity was last sold on that date, was
approximately $16,709,260 based on 14,022,741 shares of our outstanding common stock, of which 326,626 were
held by affiliates. Pursuant to General Instruction I.B.6 of Form S-3, in no event will we sell securities in a public
primary offering with a value exceeding more than one-third of our public float in any 12-month period so long as our
public float remains below $75.0 million. We have not offered any securities pursuant to General Instruction 1.B.6 of



Edgar Filing: ATOSSA GENETICS INC - Form 424B3

Form S-3 during the 12 calendar months prior to and including the date of this prospectus.

Per

Total
Share
Offering Price $0.44 $5,060,000
Underwriting Discounts and Commissions $0.04 $404,800
Proceeds, before expenses, to us $0.40 $4,655,200

Delivery of the shares of common stock will be made on or about October 31, 2017. We have granted the underwriter
an option for a period of 45 days to purchase up to an additional 1,000,000 shares of our common stock. If the
underwriter exercises the option in full, the total underwriting discounts and commissions payable by us will be
$440,000 and the total proceeds to us, before expenses, will be $5,060,000.

MAXIM GROUP LLC

The date of this prospectus supplement is October 26, 2017
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document consists of two parts. The first part is this prospectus supplement, which describes the specific terms of
this offering. The second part, the accompanying prospectus, gives more general information, some of which may not
apply to this offering. Generally, when we refer only to the “prospectus,” we are referring to both parts combined. This
prospectus supplement may add to, update or change information in the accompanying prospectus and the documents
incorporated by reference into this prospectus supplement or the accompanying prospectus.

If information in this prospectus supplement is inconsistent with the information contained in the accompanying
prospectus or in any document incorporated by reference that was filed with the Securities and Exchange Commission
before the date of this prospectus supplement, you should rely on 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. This prospectus supplement, the accompanying prospectus and the
documents incorporated into each by reference include important information about us, the shares being offered and
other information you should know before investing in shares of our common stock. Before you invest, you should
carefully read this prospectus supplement, the accompanying prospectus, all information incorporated by reference
herein and therein, as well as the additional information described under “Where You Can Find Additional Information”
on page 24 of the accompanying prospectus.

You should rely only on this prospectus supplement, the accompanying prospectus and the information incorporated
or deemed to be incorporated by reference in this prospectus supplement and the accompanying prospectus. We have
not, and the underwriter has not, authorized anyone to provide you with information that is in addition to, or different
from, that contained or incorporated by reference in this prospectus supplement and the accompanying prospectus. If
anyone provides you with different or inconsistent information, you should not rely on it. We are not, and the
underwriter is not, offering to sell shares of our common stock in any jurisdiction where the offer or sale is not
permitted. You should not assume that the information contained or incorporated by reference in this prospectus
supplement or the accompanying prospectus is accurate as of any date other than as of the date of this prospectus
supplement or the accompanying prospectus, as the case may be, or in the case of the documents incorporated by
reference, the date of such documents regardless of the time of delivery of this prospectus supplement and the
accompanying prospectus or any sale of shares of our common stock to purchase our common stock. Our business,
financial condition, liquidity, results of operations, and prospects may have changed since those dates.

Unless otherwise noted, (1) the term “Atossa” refers to Atossa Genetics Inc., a Delaware corporation, (2) the terms
“Atossa,” the “Company,” “we,” “us,” and “our,” refer to the ongoing business operations of Atossa, (3) the term “common stc
refers to shares of Atossa’s common stock, and (4) the term “stockholder(s)” refers to the holders of common stock or

securities exercisable for common stock.
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NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporated by reference into it contain, in addition to historical information,
certain information, assumptions and discussions that may constitute 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, as amended (the “Exchange Act’). We have made these statements in reliance on the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995. These statements are subject to certain risks and
uncertainties, which could cause actual results to differ materially from those projected or anticipated. Although we
believe our assumptions underlying our forward-looking statements are reasonable as of the date of this prospectus,

we cannot assure you that the forward- looking statements set out in this prospectus will prove to be accurate. We
typically identify these forward-looking statements by the use of forward-looking words such as “expect,” “potential,”
“continue,” “may,” “will,” “should,” “could,” “would,” “seek,” “intend,” “plan,” “estimate,” “anticipate” or the negative versic
words or other comparable words. Forward-looking statements contained in this prospectus include, but are not

limited to, statements about:

whether we can obtain approval from the U.S. Food and Drug Administration, (the “FDA’), and foreign regulatory
bodies, to sell, market and distribute our therapeutics and devices under development

our ability to successfully complete clinical trials of our pharmaceutical candidates under development, including
endoxifen and our intraductal microcatheters to administer therapeutics, including our study using fulvestrant

the success, cost and timing of our product and drug development activities and clinical trials, including whether the
ongoing clinical study using our intraductal microcatheters to administer fulvestrant will enroll a sufficient number of
subjects, if any, or be completed in a timely fashion or at all

our ability to contract with third-party suppliers, manufacturers and service providers, including clinical research
organizations, and their ability to perform adequately

our ability to successfully develop and commercialize new therapeutics currently in development or that we might
identify in the future and in the time frames currently expected

our ability to successfully defend ongoing litigation, including the November 3, 2014 appeal of a dismissal of a
securities class action lawsuit that was filed against us, and other similar complaints that may be brought in the future,
in a timely manner and within the coverage, scope and limits of our insurance policies

our ability to establish and maintain intellectual property rights covering our products
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our expectations regarding, and our ability to satisfy, federal, state and foreign regulatory requirements

the accuracy of our estimates of the size and characteristics of the markets that our products and services may address

whether the final study results will vary from preliminary study results that we may announce;

our expectations as to future financial performance, expense levels and capital sources

our ability to attract and retain key personnel and

our ability to raise capital, including our ability to sell up to 467,650 shares of Common Stock to Aspire Capital Fund
LLC (“Aspire Capital”) under the terms of the May 25, 2016 Common Stock purchase agreement with Aspire Capital
(the “Aspire Purchase Agreement”).
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This prospectus also contains estimates and other statistical data provided by independent parties and by us relating to
market size and growth and other industry data. These and other forward-looking statements made in this prospectus
are presented as of the date on which the statements are made. We have included important factors in the cautionary
statements included in this prospectus, particularly in the section titled “Risk Factors,” that we believe could cause
actual results or events to differ materially from the forward-looking statements that we make. Our forward-looking
statements do not reflect the potential impact of any new information, future events or circumstances that may affect
our business after the date of this prospectus. Except as required by law, we do not intend to update any
forward-looking statements after the date on which the statement is made, whether as a result of new information,
future events or circumstances or otherwise.

S-3
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights selected information appearing elsewhere or incorporated by reference in this prospectus
supplement and accompanying prospectus and may not contain all of the information that is important to you. This
prospectus supplement and the accompanying prospectus include or incorporate by reference information about the
common stock we are offering as well as information regarding our business and detailed financial data. You should
read this prospectus supplement and the accompanying prospectus in their entirety, including the information
incorporated by reference.

Our Company

We are a clinical-stage pharmaceutical company focused on developing novel, proprietary therapeutics and delivery
methods for the treatment of breast cancer and other breast conditions. We are developing Endoxifen with two routes
of delivery: a topical formulation, applied like a lotion, for the treatment of a condition called mammographic breast
density (or, MBD), and an oral formulation for breast cancer survivors who do not benefit from taking oral tamoxifen
which is the current FDA-approved standard of care. We are also developing our patented intraductal microcatheter
technology to potentially target the delivery of therapies, including fulvestrant and CAR-T cell therapies, directly to
the site of breast cancer.

Our Programs Under Development

Endoxifen

Oral tamoxifen has been widely used for over 30 years to both treat and prevent breast cancer. Tamoxifen, however,
has significant drawbacks: First, it can cause side effects including headaches, nausea and early menopausal
symptoms as well as rare but serious side effects such as cataracts, stokes and cancer of the uterus. Second, tamoxifen
is a “pro-drug,” meaning that it must be processed by the liver in order to produce therapeutic metabolites. The
metabolite in tamoxifen that accounts for most of its therapeutic activity is called Endoxifen. Unfortunately, up to
50% of breast cancer survivors who are taking tamoxifen do not produce therapeutic levels of Endoxifen (meaning
they are “refractory”) for a number of reasons including that they do not have the requisite liver enzymes. We are
developing Endoxifen because of these drawbacks to tamoxifen.

We are developing two different presentations of proprietary Endoxifen for two different potential treatment settings:

10
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First, we are developing topical Endoxifen for women with MBD for transdermal administration. Legislation that has
been recently enacted in approximately 30 states currently requires that women be notified if they have MBD and
those notifications typically state that women with MBD have a higher risk of developing breast cancer, and that
mammography may not be as effective because of the MBD. We estimate that approximately ten million women in
the Unites States have MBD, for which there is no FDA-approved treatment. Although oral tamoxifen is approved to
prevent breast cancer in “high-risk” women, it is used by less than 5% of women with an increased risk of developing
breast cancer because of the actual or perceived side effects and risks of tamoxifen. We believe our topical Endoxifen
may provide an effective treatment for MBD because, unlike an oral medication, it is applied directly to the breast and
penetrates the skin; it does not require metabolism by the liver; and it may produce fewer side effects than tamoxifen.

Second, we are developing oral Endoxifen for breast cancer patients who are refractory to tamoxifen. Approximately
one million breast cancer patients take tamoxifen to prevent recurrence and new breast cancer; however, up to 50% of
those patients are refractory to tamoxifen. We believe our oral Endoxifen may provide an effective treatment
supplement or option for these refractory patients because Endoxifen, unlike tamoxifen, does not require liver
metabolism.

11
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We recently completed a comprehensive Phase 1 study in 48 healthy women in Australia using both the topical and
oral forms of our proprietary Endoxifen. The objectives of this double-blinded, placebo-controlled, Phase 1 study
were to assess the pharmacokinetics of our proprietary Endoxifen dosage forms as single (oral) and repeat (oral and
topical) doses, as well as to assess safety and tolerability. The study was conducted in two parts based on route of
administration.

In September 2017, we reported preliminary results for the topical arm of the study and in October 2017 we reported
preliminary results for the oral arm of the study. We concluded that all objectives were successfully met in both arms
of the study: there were no clinically significant safety signals and no clinically significant adverse events and both the
oral and topical Endoxifen were well tolerated. In the topical arm of the study, there were low but measurable
Endoxifen levels detected in the blood in a dose-dependent fashion and in the oral arm of the study participants
exhibited dose-dependent Endoxifen levels in published reports of the therapeutic range. In September 2017, we
contracted Stockholm South General Hospital in Sweden to conduct a Phase 2 study of our topical Endoxifen. The
study will be led by principal investigator Dr. Per Hall, MD, Ph.D., Head of the Department of Medical Epidemiology
and Biostatistics at Karolinska Institutet. We have applied for approval from the Institutional Review Board and
Swedish regulatory authority (Medical Products Agency) to begin enrollment. The placebo-controlled, double-blinded
study is expected to enroll up to 480 subjects. The primary endpoint is MBD reduction, which will be measured after
six and twelve months of dosing, as well as safety and tolerability. We are planning to start enrollment in this study in
the first quarter of 2018.

We plan to commence a Phase 2 clinical study of our oral Endoxifen for patients who are refractory to tamoxifen. We
currently expect that we will retain a clinical research organization to manage the study and that we will commence
the study the first quarter of 2018.

Proprietary Intraductal Microcatheter Technology

In October 2017, we announced a new program using Chimeric Antigen Receptor Therapy, or CAR-T. We plan to use
our proprietary intraductal microcatheter technology for the potential transpapillary, or “TRAP,” delivery of T-cells that
have been genetically modified to attack breast cancer cells. We believe this method has several potential advantages:
reduced toxicity by limiting systemic exposure of the T-cells; improved efficacy by placing the T-cells in direct

contact with the target ductal epithelial cells that are undergoing malignant transformation; and, lymphatic migration

of the CAR-T cells along the same path taken by migrating cancer cells, potentially extending their cytotoxic actions
into the regional lymph system, which could limit tumor cell dissemination. This program is in the research and
development phase and has not been approved by the FDA or any other regulatory body. Pre-clinical studies, and
clinical studies demonstrating safety and efficacy among other things, and regulatory approvals will be required

before commercialization.

12
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We have developed a foundational intellectual property position with respect to TRAP CAR-T, and we intend to
continue research and development through partnership with leading investigators, institutions, and organizations
around the world, bringing our technology and expertise in TRAP delivery together with experts in cancer
immunology and T-cell biology.

The TRAP delivery of therapeutics in breast cancer clinical trials have demonstrated “that cytotoxic drugs can be safely
administered into breast ducts with minimal toxicity” (Zhang B, et al. Chin J Cancer Res. 2014

Oct;26(5):579-87; www.ncbi.nlm.nih.gov/pubmed/25400424). T cells are removed from a patient and modified so

that they express receptors specific to the patient's particular breast cancer. The T cells, which can then recognize and
kill the cancer cells, are reintroduced into the patient using a microcatheter into the natural ducts of the breast.

Chimeric antigen receptors (or, “CARs” and also known as chimeric immunoreceptors, chimeric T cell receptors,
artificial T cell receptors or CAR-T) are engineered receptors, which graft an arbitrary specificity onto an immune
effector cell (“T cell”). Typically, these receptors are used to graft the specificity of a monoclonal antibody onto a T cell,
with transfer of their coding sequence facilitated by retroviral vectors. The receptors are called chimeric because they
are composed of parts from different sources.

We are currently conducting a Phase 2 study using our microcatheter technology to deliver fulvestrant at Montefiore
Medical Center. This trial is a Phase 2 study in women with ductal carcinoma in situ (“DCIS”) or Stage 1 or 2 breast
cancer (invasive ductal carcinoma) scheduled for mastectomy or lumpectomy within 30 to 45 days. This study is
assessing the safety, tolerability, cellular activity and distribution of fulvestrant when delivered directly into breast
milk ducts of these patients compared to those who receive the same drug by injection. Of the 30 patients required for
full enrollment, six will receive the standard intramuscular injection of fulvestrant and 24 will receive fulvestrant with
our microcatheter device.

13



Edgar Filing: ATOSSA GENETICS INC - Form 424B3

The primary endpoint of the clinical trial is to compare the safety, tolerability and distribution of fulvestrant between
the two routes of administration (intramuscular injection or through our microcatheters). The secondary endpoint of
the study is to determine if there are changes in the expression of Ki67 (a measure of cellular proliferation that
correlates with tumor growth) as well as estrogen and progesterone receptors between a pre-fulvestrant biopsy and
post-fulvestrant surgical specimens. Digital breast imaging before and after drug administration in both groups will
also be performed to determine the effect of fulvestrant on any lesions as well as breast density of the participant.

Potential Market Opportunities

We believe that, based in part on a January 2017 study by Defined Health, a leading market research firm, the
potential U.S. market for intraductal administration of fulvestrant or similar drugs in DCIS patients is up to $800
million annually. This estimate includes treatment of DCIS patients prior to surgery as well as patients who would use
intraductal treatment as an alternative to surgery. We believe that the potential U.S. market for endoxifen in the
treatment and prevention settings is up to $1 billion annually.

The Breast Cancer and Related Markets

The American Cancer Society (“ACS”) estimates that in 2017, 250,000 women will be diagnosed with breast cancer in
the United States. Every two minutes an American woman is diagnosed with breast cancer and 40,000 die each year.
Although about 100 times less common than in women, breast cancer also affects men. The ACS estimates that the
lifetime risk of men getting breast cancer is about 1 in 1,000 2,470 new cases of invasive breast cancer will be
diagnosed and, 460 men will die from breast cancer in 2017.

Our key objectives are to advance our programs through Phase 2 trials and then evaluate further development
independently or with partners.

Our common stock is currently quoted on The NASDAQ Capital Market under the symbol “ATOS.”

Intellectual Property

14
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As of October 20, 2017, and based on a recent periodic review of our patent estate, we own 13 issued patents (11 US
and 2 international) and 16 pending patent applications (7 in the United States, and 9 international applications)
directed to our programs on Endoxifen, Fulvestrant, CAR-T therapeutics and intraductal delivery using devices such
as microcatheters. The foregoing patent counts exclude certain patents and applications with short patent terms
remaining on them and those covering our ForeCyte, FullCyte and Acueity devices and various tests that are no longer
core to our business. The patent counts disclosed herein and in our patent estate are subject to change.

Atossa and Atossa Genetics (stylized) are our registered trademarks.

Other Recent Developments

On October 10, 2013, a putative securities class action complaint, captioned Cook v. Atossa Genetics, Inc., et al., No.
2:13-cv-01836-RSM, was filed in the United States District Court for the Western District of Washington against us,
certain of our directors and officers and the underwriters of our November 2012 initial public offering. The complaint
alleged that all defendants violated Sections 11 and 12(a)(2), and that we and certain of our directors and officers
violated Section 15, of the Securities Act by making material false and misleading statements and omissions in the
offering’s registration statement, and that we and certain of our directors and officers violated Sections 10(b) and 20A
of the Exchange Act and SEC Rule 10b-5 promulgated thereunder by making false and misleading statements and
omissions in the registration statement and in certain of our subsequent press releases and SEC filings with respect to
our NAF specimen collection process, our ForeCYTE Breast Health Test and our MASCT device. The complaint
sought, on behalf of persons who purchased our common stock between November 8, 2012 and October 4, 2013,
inclusive, damages of an unspecific amount.

On February 14, 2014, the district court appointed plaintiffs Miko Levi, Bandar Almosa and Gregory Harrison
(collectively, the “Levi Group”) as lead plaintiffs, and approved their selection of co-lead counsel and liaison

counsel. The Court also amended the caption of the case to read In re Atossa Genetics, Inc. Securities Litigation No.
2:13-cv-01836-RSM. An amended complaint was filed on April 15, 2014. The Company and other defendants filed
motions to dismiss the amended complaint on May 30, 2014. On October 6, 2014 the Court granted defendants’ motion
dismissing all claims against Atossa and all other defendants. On October 30, 2014, the Court entered a final order of
dismissal. On November 3, 2014, plaintiffs filed a notice of appeal with the Court and appealed the Court’s dismissal
order to the U.S. Court of Appeals for the Ninth Circuit. On August 18, 2017, the Ninth Circuit affirmed in part and
reversed in part the district court’s judgment.

On September 11, 2017, the Ninth Circuit entered an order and mandate remanding the case to the United States
District Court for the Western District of Washington. On October 19, 2017, plaintiffs filed an amended complaint
that conforms to the ruling by the Ninth Circuit. Defendants’ answer to the amended complaint is due December 8,
2017. Since the claims under Sections 11, 12(a)(2) and 15 were dismissed by the district court and not appealed, the
amended complaint only alleges violations of Section 10(b) and 20A of the Exchange Act and SEC Rule 10b-5
promulgated thereunder against the company and one officer. All other claims and defendants have been dismissed.
The alleged class period in the amended complaint is December 20, 2012 through October 4, 2013.
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We believe this complaint is without merit and plan to defend ourselves vigorously; however failure to obtain a
favorable resolution of the claims set forth in the complaint could have a material adverse effect on our business,
results of operations and financial condition. Currently, the amount of such material adverse effect cannot be
reasonably estimated, and no provision or liability has been recorded for these claims as of June 30, 2017. The costs
associated with defending and resolving the complaint and ultimate outcome cannot be predicted. These matters are
subject to inherent uncertainties and the actual cost, as well as the distraction from the conduct of our business, will
depend upon many unknown factors and management’s view of these may change in the future.

Implications of being an Emerging Growth Company

We are an “emerging growth company,” as defined in the JOBS Act, and, for as long as we continue to be an “emerging
growth company,” we may choose to take advantage of exemptions from various reporting requirements applicable to
other public companies but not to “emerging growth companies,” including, but not limited to, not being required to
comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act of 2002 (the
“Sarbanes-Oxley Act”), reduced disclosure obligations regarding executive compensation in our periodic reports and
proxy statements, and exemptions from the requirements of holding a nonbinding advisory vote on executive
compensation and stockholder approval of any golden parachute payments not previously approved. We could be an
“emerging growth company” for up to five years, or until the earliest of (i) the last day of the first fiscal year in which
our annual gross revenues exceed $1.07 billion, (ii) the date that we become a “large accelerated filer” as defined in Rule
12b-2 under the Exchange Act, which would occur if the market value of our Common Stock that is held by non-
affiliates exceeds $700 million as of the last business day of our most recently completed second fiscal quarter, or (iii)
the date on which we have issued more than $1 billion in non-convertible debt during the preceding three-year period.
We are choosing to “opt out” of the extended transition periods available under the JOBS Act for complying with new
or revised accounting standards, and intend to take advantage of the other exemptions.

S-6
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Corporate Information

Our corporate website is located at www.atossagenetics.com. Information contained on, or that can be accessed
through, our website is not a part of this prospectus. We make available, free of charge through our website or upon
written request, our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K
and other periodic SEC reports, along with amendments to all of those reports, as soon as reasonably practicable after
we file the reports with the SEC.

Unless otherwise noted, the term “Atossa Genetics” refers to Atossa Genetics Inc., a Delaware corporation, the terms
“Atossa,” the “Company,” “we,” “us,” and “our,” refer to Atossa Genetics Inc. We were incorporated in Delaware in April 200
Our principal executive offices are located at 107 Spring Street, Seattle WA 98104, and our telephone number is (866)

893-4927.
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THE OFFERING

Common stock offered by this

11,500,000 shares.
prospectus supplement

Common stock to be outstanding
immediately after this offering 25,522,741 shares.

Option to purchase We have granted the underwriter an option for a period of 45 days from the date of this
additional shares prospectus supplement to purchase up to 1,000,000 additional shares.

The net proceeds from this offering after deducting estimated underwriting discounts and commissions and
offering expenses payable by us will be approximately $4.56 million (or $4.96 million if the underwriters
Use of exercise in full their option to purchase 1,000,000 additional shares of common stock from us) at an
proceeds offering price of $0.44 per share. We intend to use the net proceeds from this offering for working capital
and general corporate purposes. See “Use of Proceeds” for a more detailed description of the intended use of
proceeds from this offering.

Risk See “Risk Factors” beginning on page S-9 of this prospectus supplement and page 6 of the accompanying
factors prospectus for a discussion of factors that you should read and consider before investing in our securities.

Dividend  We currently intend to retain any future earnings to fund the development and growth of our business.
policy Therefore, we do not currently anticipate paying cash dividends on our common stock.

Trading symbol Our common stock is listed on The NASDAQ Capital Market under the symbol “ATOS”.

S-8
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RISK FACTORS

We are a development-stage company and we have accrued net losses annually since inception. Before making an
investment decision, you should carefully consider the risks described below and in the sections entitled “Risk Factors”
in the prospectus to which this prospectus supplement forms a part, as well as our most recent Annual Report on Form
10-K or Quarterly Report on Form 10-Q, as filed with the Securities and Exchange Commission, which are
incorporated herein by reference in their entirety, as well any amendment or updates to our risk factors reflected in
subsequent filings with the Securities and Exchange Commission, including any applicable prospectus supplement.
Our business, financial condition or results of operations could be materially adversely affected by any of these risks.
The trading price of our common stock could decline due to any of these risks, and you may lose all or part of your
investment. This prospectus and the incorporated documents also contain forward- looking statements that involve
risks and uncertainties. Our actual results could differ materially from those anticipated in these forward-looking
statements as a result of certain factors, including the risks mentioned elsewhere in this prospectus supplement.

Risks Related to This Offering

We may not continue as a going concern.

We have not yet established an ongoing source of revenue sufficient to cover operating costs and allow us to continue
as a going concern. The report issued by our independent auditors also emphasized our ability to continue as a going
concern. Our ability to continue as a going concern is dependent on obtaining adequate capital to fund operating losses
until we become profitable. If we are unable to obtain adequate capital, we may be unable to develop and
commercialize our product offerings or geographic reach and we could be forced to cease operations.

If we do not raise additional capital, we anticipate liquidity issues in the next four to six months.

For the year ended December 31, 2016, we incurred a net loss of $6,368,885 and we had an accumulated deficit of
$57,303,748. For the six months ended June 30, 2017, we incurred a net loss of $3,945,043 and we had an
accumulated deficit of $61,248,791. As of the date of filing this prospectus supplement, we expect that our existing
resources will be sufficient to fund our planned operations for at least the next four to six months. If this offering is
completed, we expect to have sufficient funding for the next eight to 12 months. We have not yet established an
ongoing source of revenue sufficient to cover our operating costs and allow us to continue as a going concern. Our
ability to continue as a going concern is dependent on obtaining adequate capital to fund operating losses until we
become profitable. We may not receive or maintain regulatory clearance for our products and other sources of capital
may not be available when we need them or on acceptable terms. If we are unable to raise in a timely fashion the
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amount of capital we anticipate needing, we will be forced to curtail or cease operations.

Management will have broad discretion as to the use of the net proceeds from this offering, and we may not use the
proceeds effectively.

Our management will have broad discretion as to the application of the net proceeds and could use them for purposes
other than those contemplated at the time of this offering. Our stockholders may not agree with the manner in which
our management chooses to allocate and spend the net proceeds. Moreover, our management may use the net proceeds
for corporate purposes that may not increase our market value.

Investors in this offering will experience immediate and substantial dilution.

The public offering price of the securities offered pursuant to this prospectus supplement may be substantially higher
than the net tangible book value per share of our common stock. Therefore, if you purchase 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 such common stock. If the holders of outstanding options or
other securities convertible into our common stock exercise those options or other such securities at prices below the
public offering price, you will incur further dilution. See “Dilution” on page S-11 of this prospectus supplement for a
more detailed discussion of the dilution you will incur in this offering.

Future sales of substantial amounts of our common stock could adversely affect the market price of our common
stock.

Future sales of substantial amounts of our common stock, or securities convertible or exchangeable into shares of our
common stock, into the public market, including shares of our common stock issued upon exercise of options and
warrants, or perceptions that those sales could occur, could adversely affect the prevailing market price of our
common stock and our ability to raise capital in the future.

S-9
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Our shares of Common Stock are listed on The NASDAQ Capital Market, but we cannot guarantee that we will be
able to satisfy the continued listing standards going forward.

Although our shares of Common Stock are listed on The NASDAQ Capital Market, we cannot ensure that we will be
able to satisfy the continued listing standards of The NASDAQ Capital Market going forward. If we cannot satisfy the
continued listing standards going forward, NASDAQ may commence delisting procedures against us, which could
result in our stock being removed from listing on The NASDAQ Capital Market. On May 11, 2017, we received a
letter from NASDAQ stating we are not in compliance with Rule 5550(a)(2) because our common stock failed to
maintain a minimum closing bid price of $1.00 per share for 30 consecutive business days. We have until November
7, 2017 to either regain compliance, or request additional time to regain compliance.

If our stock price does not satisfy the $1.00 minimum bid price requirement or we otherwise fail to satisfy other
continued listing requirements, we may be delisted from NASDAQ, which could adversely affect our stock price,
liquidity, and our ability to raise funding.
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USE OF PROCEEDS

We anticipate that we will use the net proceeds from this offering for working capital and general corporate purposes.
We may also use a portion of the net proceeds from this offering for the acquisition of, or investment in,
complementary business, products, or technologies, although we have no present commitments or agreements for any
specific acquisitions or investments. Pending our use of the net proceeds from this offering, we intend to invest the net
proceeds in a variety of capital preservation investments, including short-term, investment grade, interest bearing
instruments and U.S. government securities.

These expected uses of the net proceeds from this offering represent our intentions based upon our current financial
condition, results of operations, business plans, and conditions. As of the date of this prospectus, we cannot predict
with certainty all of the particular uses for the net proceeds to be received upon the closing of this offering or the
amounts that we will actually spend on the uses set forth above. The amounts and timing of our actual expenditures
may vary significantly depending on numerous factors. As a result, our management will retain broad discretion over
the allocation of the net proceeds from this offering.

DIVIDEND POLICY

We have not declared any dividends and do not anticipate that we will declare dividends in the foreseeable future;
rather, we intend to retain any future earnings for the development of the business. Payment of future cash dividends,
if any, will be at the discretion of our Board of Directors after taking into account various factors, including our
financial condition, operating results, current and anticipated cash needs, outstanding indebtedness and plans for
expansion and restrictions imposed by lenders, if any.

DILUTION

If you invest in our common stock, your interest will be diluted immediately to the extent of the difference between
the public offering price per share of common stock and the adjusted net tangible book value per share of our common
stock after this offering.

The net tangible book value of our common stock as of June 30, 2017 was approximately $2,217,919, or
approximately $0.22 per share. Net tangible book value per share represents the amount of our total tangible assets,
excluding goodwill and intangible assets, less total liabilities, divided by the total number of shares of our common
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stock outstanding.

Dilution per share to new investors represents the difference between the amount per share paid by purchasers for each
share of common stock in this offering and the net tangible book value per share of our common stock immediately
following the completion of this offering.

After giving effect to the sale of shares of common stock offered by this prospectus supplement at an offering price of
$0.44 per share in connection with this offering and after deducting the estimated underwriting discounts and offering
expenses, our pro forma net tangible book value as of June 30, 2017 would have been approximately $6,773,119 or
approximately $0.31 per share. This represents an immediate increase in net tangible book value of approximately
$0.09 per share to our existing stockholders and an immediate dilution in pro forma net tangible book value of
approximately $0.13 per share to purchasers of shares of common stock in this offering, as illustrated by the following
table:

Offering price per share $0.44
Net tangible book value per share as of June 30, 2017 $0.22
Increase per share attributable to the offering $0.09
As adjusted net tangible book value per share after this offering  $0.31
Dilution per share to new investors $0.13
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The discussion of dilution, and the table quantifying it, assumes no exercise of any outstanding options or warrants or
the issuance of other potentially dilutive securities. The exercise of potentially dilutive securities having an exercise
price less than the offering price would increase the dilutive effect to new investors.

The number of shares of common stock shown above to be outstanding after this offering is based on 10,032,410
shares outstanding as of June 30, 2017, and excludes the following as of October 20, 2017:

2,072,999 shares of our common stock subject to options outstanding having a weighted average exercise price of
$4.10 per share;

100,456 shares of our common stock that have been reserved for issuance in connection with future grants under our
2010 Stock Option and Incentive Plan, as amended; and

380,561 shares of our common stock that have been reserved for issuance upon exercise of outstanding warrants, of
which 283,470 warrants have exercise prices ranging from $18.75 to $24.00, 77,790 warrants have an exercise price
of $45.00, 16,135 warrants have exercise prices ranging from $31.80 to $186.45, and 3,166 warrants have an exercise
price of $63.60.

If the underwriters exercise in full their option to purchase additional shares at the public offering price of $0.44 per
share, the pro forma as adjusted net tangible book value after this offering would be approximately $0.32 per share,
representing an increase in pro forma as adjusted net tangible book value of approximately $0.10 per share to existing
stockholders and immediate dilution in pro forma as adjusted net tangible book value of approximately $0.12 per
share to investors purchasing our common stock in this offering at the public offering price.

S-12

24



Edgar Filing: ATOSSA GENETICS INC - Form 424B3

UNDERWRITING

We have entered into an underwriting agreement with Maxim Group LLC acting as the sole book-running manager
and sole representative for the underwriters named below. Subject to the terms and conditions of the underwriting
agreement, the underwriters named below have agreed to purchase, and we have agreed to sell to them, the number of
shares of common stock at the public offering price, less the underwriting discounts and commissions, as set forth on
the cover page of this prospectus supplement and as indicated below:

Underwriters Number of
Shares

Maxim Group LLC 11,500,000

Total 11,500,000

The underwriting agreement provides that the obligations of the underwriters to pay for and accept delivery of the
shares of common stock offered by this prospectus supplement are subject to the approval of certain legal matters by
their counsel and to other conditions. The underwriters are obligated to take and pay for all of the shares of common
stock offered by this prospectus supplement if any such shares of common stock are taken, other than those shares of
common stock covered by the over-allotment option described below.

Over-Allotment Option

We have granted to the underwriters an option, exercisable not later than 45 days after the effective date of the
underwriting agreement, to purchase up to 1,000,000 additional shares of common stock at the public offering price
less the underwriting discounts and commissions set forth on the cover page of this prospectus supplement. The
underwriters may exercise this option only to cover over-allotments made in connection with this offering; provided,
that in no event may the aggregate market value of securities sold in the offering, including from the over-allotment
option, exceed the limitations set forth in General Instruction .B.6 of Form S-3. We will be obligated, pursuant to the
option, to sell these additional shares of common stock to the underwriters to the extent the option is exercised. If any
additional shares of common stock are purchased, the underwriters will offer the additional shares of common stock
on the same terms as those on which the other shares of common stock are being offered hereunder.

Commissions
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We have agreed to pay the underwriters a cash fee equal to 8% of the gross proceeds raised in this offering. The
representative of the underwriters, Maxim Group LLC, has advised us that the underwriters propose to offer the shares
of common stock directly to the public at the public offering price set forth on the cover of this prospectus supplement
and to certain dealers at that price less a concession not in excess of $0.0154. After the offering to the public, the
offering price and other selling terms may be changed by the representative without changing the proceeds we will
receive from the underwriters.

The following table summarizes the public offering price, underwriting commissions and proceeds before expenses to
us assuming both no exercise and full exercise of the underwriters’ option to purchase additional shares of common
stock. The underwriting commissions are equal to the public offering price per share less the amount per share the
underwriters pay us for the shares of common stock.

Total .
Without Total With
Per
Share Over- Over-
Allotment Allotment
Public offering price $0.44 $5,060,000 $5,500,000
Underwriting discounts and commissions $0.04 $404,800  $440,000
Proceeds to us before expenses $0.40 $4,655,200 $5,060,000

S-13

26



Edgar Filing: ATOSSA GENETICS INC - Form 424B3

We estimate the total expenses of this offering, including registration, filing and listing fees, printing fees and legal
and accounting expenses, but excluding underwriting discounts and commissions, will be approximately $100,000, all
of which are payable by us. This estimate includes up to $50,000 of out-of-pocket fees and expenses of the
representative in connection with this offering.

Lock-Up Agreements

We and each of our officers and directors have agreed, subject to certain exceptions, not to offer, issue, sell, contract
to sell, encumber, grant any option for the sale of or otherwise dispose of any shares of our common stock or other
securities convertible into or exercisable or exchangeable for shares of our common stock for a period of ninety (90)
days after the date of this prospectus supplement without the prior written consent of Maxim Group LLC.

Maxim Group LLC may in its sole discretion and at any time without notice release some or all of the shares subject
to lock-up agreements prior to the expiration of the lock-up period. When determining whether or not to release shares
from the lock-up agreements, the representative will consider, among other factors, the security holder’s reasons for
requesting the release, the number of shares for which the release is being requested and market conditions at the time.

Subsequent Equity Sales

Subject to certain exceptions, until ninety (90) days following the date hereof, neither we nor any of our subsidiaries
may issue, enter into any agreement to issue or announce the issuance or proposed issuance of any shares of common
stock or common stock equivalents. In addition, until ninety (90) days following the date hereof, we are prohibited
from effecting or entering into an agreement to effect any issuance by us or any of our subsidiaries of common stock
or common stock equivalents (or a combination of units thereof) involving a variable rate transaction (as defined in
the underwriting agreement) or certain significant capital changes.

Determination of Offering Price

The public offering price of the securities offered by this prospectus supplement will be determined by negotiation
between us and the underwriters. Among the factors considered in determining the public offering price of the shares
were:
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our history and our prospects;

the industry in which we operate;

our past and present operating results;

the previous experience of our executive officers; and

the general condition of the securities markets at the time of this offering.

The offering price stated on the cover page of this prospectus supplement should not be considered an indication of
the actual value of the securities sold in this offering. That price is subject to change as a result of market conditions
and other factors and we cannot assure you that the securities sold in this offering can be resold at or above the public
offering price.

Price Stabilization, Short Positions and Penalty Bids

In connection with this offering, the underwriters may engage in transactions that stabilize, maintain or otherwise
affect the price of our common stock. Specifically, the underwriters may over-allot in connection with this offering by
selling more shares of common stock than are set forth on the cover page of this prospectus supplement. This creates a
short position in our common stock for the underwriters’ own account. The short position may be either a covered
short position or a naked short position. In a covered short position, the number of shares of common stock
over-allotted by the underwriters is not greater than the number of shares of common stock that they may purchase in
the over-allotment option. In a naked short position, the number of shares of common stock involved is greater than
the number of shares of common stock in the over-allotment option. To close out a short position, the underwriters
may elect to exercise all or part of the over-allotment option. The underwriters may also elect to stabilize the price of
our common stock or reduce any short position by bidding for, and purchasing, common stock in the open market.
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The underwriters may also impose a penalty bid. This occurs when a particular underwriter or dealer repays selling
concessions allowed to it for distributing a security in this offering because the underwriter repurchases that security
in stabilizing or short covering transactions.

Finally, the underwriters may bid for, and purchase, shares of our common stock in market making transactions,
including “passive” market making transactions as described below.

These activities may stabilize or maintain the market price of our common stock at a price that is higher than the price
that might otherwise exist in the absence of these activities. The underwriters are not required to engage in these
activities, and may discontinue any of these activities at any time without notice. These transactions may be effected
on The Nasdaq Capital Market, in the over-the-counter market, or otherwise.

In connection with this offering, the underwriters and selling group members, if any, or their affiliates may engage in
passive market making transactions in our common stock immediately prior to the commencement of sales in this
offering, in accordance with Rule 103 of Regulation M under the Securities Exchange Act of 1934, as amended, or the
Exchange Act. Rule 103 generally provides that:

a passive market maker may not effect transactions or display bids for our common stock in excess of the highest
independent bid price by persons who are not passive market makers;

net purchases by a passive market maker on each day are generally limited to 30% of the passive market maker’s
average daily trading volume in our common stock during a specified two-month prior period or 200 shares of
common stock, whichever is greater, and must be discontinued when that limit is reached; and

passive market making bids must be identified as such.

Other Terms

In addition, we have agreed to reimburse the underwriters for all reasonable out-of-pocket expenses up to $50,000,
including but not limited to reasonable legal fees, incurred by the underwriters in connection with the offering. We
will reimburse the underwriters for all such expenses regardless of whether the offering is consummated.
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Our Relationships with the Underwriters

The underwriters and their affiliates have engaged, and may in the future engage, in investment banking transactions
and other commercial dealings in the ordinary course of business with us or our affiliates. The underwriters and their
affiliates have received, or may in the future receive, customary fees and commissions for these transactions.

In addition, in the ordinary course of their business activities, the underwriters and their affiliates may make or hold a
broad array of investments and actively trade debt and equity securities (or related derivative securities) for their own
account and for the accounts of their customers. S