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EXPLANATORY NOTE

OPKO Health, Inc. (the “Company”) is filing this Amendment No. 1 to its Current Report on Form 8-K that was initially filed with
the Securities and Exchange Commission on December 29, 2011, to file the financial statements and pro forma information required by
Item 9.01 of Form 8-K with respect to the Company’s acquisition of FineTech Pharmaceutical Ltd.
 
ITEM 9.01. Financial Statements and Exhibits

(a) Financial Statements of Businesses Acquired.

The following financial statements of FineTech Pharmaceutical Ltd. are being filed with this report as Exhibit 99.1:
 

 •  Audited Balance Sheet as of December 31, 2010
 

 •  Audited Statement of Operations for the year ended December 31, 2010
 

 •  Audited Statement of Shareholder’s Equity
 

 •  Audited Statement of Cash Flows for the year ended December 31, 2010
 

 •  Unaudited Balance Sheet as of September 30, 2011
 

 •  Unaudited Statements of Operations for the nine months ended September 30, 2011 and September 30, 2010
 

 •  Unaudited Statement of Shareholder’s Equity as of September 30, 2011
 

 •  Unaudited Statements of Cash Flows for the nine months ended September 30, 2011 and September 30, 2010

(b) Pro Forma Financial Information.
The following pro forma financial information is being filed with this report as Exhibit 99.2:

 

 •  Unaudited Pro Forma Condensed Consolidated Balance Sheet as of September 30, 2011
 

 •  Unaudited Pro Forma Condensed Consolidated Statement of Operations for the nine months ended September 30, 2011
 

 •  Unaudited Pro Forma Condensed Consolidated Statement of Operations for the year ended December 31, 2010

(d) Exhibits
 
Exhibit
Number  Description

23.1   Consent of Kost Forer Gabby and Kasierer, A Member of Ernst & Young Global

99.1   Financial Statements listed in Item 9.01(a)

99.2   Pro Forma Financial Information listed in Item 9.01(b)



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized.
 

OPKO Health, Inc.

By  /s/ Rao Uppaluri

Name: Rao Uppaluri
Title:  Senior Vice President, Chief Financial Officer

Date January 25, 2012
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Exhibit 23.1

REPORT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference in the following Registration Statements:
 

 (1) Registration Statement (Form S-1 No. 333-177962) of OPKO Health, Inc. and subsidiaries,
 

 (2) Registration Statement (Form S-3 No. 333-172168) of OPKO Health, Inc. and subsidiaries, and
 

 (3) Registration Statement (Form S-8 No. 333-144040) of OPKO Health, Inc. and subsidiaries;

of our report dated December 15, 2011, with respect to the financial statements of FineTech Pharmaceutical Ltd. for the year ended
December 31, 2010 included in this Current Report on Form 8-K/A of OPKO Health, Inc. and subsidiaries.
 

/s/ Kost Forer Gabbay & Kasierer
A Member of Ernst & Young Global

Haifa, Israel
January 25, 2012
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FINETECH PHARMACEUTICAL LTD.

FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2010
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Kost Forer Gabbay & Kasierer
2 Pal-Yam Ave.
Haifa 33095, Israel
 
Tel: 972 (4)8654000
Fax: 972(3)5633443
www.ey.com.il

REPORT OF INDEPENDENT AUDITORS

To the Shareholders of

FINETECH PHARMACEUTICAL LTD.

We have audited the accompanying balance sheet of Finetech Pharmaceutical Ltd (“the Company”) as of December 31, 2010, and the
related statement of operations, changes in the shareholders’ equity and cash flows for the year ended December 31, 2010. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with the auditing standards generally accepted in the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
We were not engaged to perform an audit of the Company’s internal control over financial reporting. Our audit included consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express
no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Company
as of December 31, 2010 and the results of its operations and cash flows for the year ended December 31, 2010, in conformity with
accounting principles generally accepted in the United States.
 
Haifa, Israel  KOST FORER GABBAY & KASIERER
December 15, 2011  A Member of Ernst & Young Global    
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FINETECH PHARMACEUTICAL LTD.
 
BALANCE SHEET 
U.S. dollars in thousands
 

   Note  
December 31,

2010  
ASSETS     

CURRENT ASSETS:     
Cash and cash equivalents     $ 2,818  
Trade receivables   3    171  
Other accounts receivable      2  
Inventories   4    511  

    

Total current assets      3,502  
    

SEVERANCE PAY FUND   7    214  
    

PROPERTY AND EQUIPMENT, NET:   5   
Cost      3,119  
Less - accumulated depreciation      1,335  

    

     1,784  
    

OTHER ASSETS      2,103  
    

Total assets     $ 7,603  
    

LIABILITIES AND SHAREHOLDERS’ EQUITY     

CURRENT LIABILITIES:     
Trade payables     $ 45  
Accrued expenses and other payables   6    248  

    

Total current liabilities      293  
    

LONG TERM LIABILITIES:     

Accrued severance pay   7    219  
    

COMMITMENTS AND CONTINGENCIES   8   

SHAREHOLDERS’ EQUITY:     
Ordinary shares NIS 1 par value Authorized - 1,000,000 shares; Issued and outstanding - 301,000 shares   9    81  
Additional paid in capital      8,621  
Accumulated deficit      (1,611) 

    

Total shareholders’ equity      7,091  
    

Total liabilities and shareholders’ equity     $ 7,603  
    

 
December 15, 2011     

Date of approval of the
financial statements    

Dr. Arie Gutman
President

The accompanying notes are an integral part of the financial statements.
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FINETECH PHARMACEUTICAL LTD.
 
STATEMENT OF OPERATIONS 
U.S. dollars in thousands
 

   Note  

Year ended
December 31,

2010  

Revenues     
Sales of products     $ 4,708  
License fees      900  

    

     5,608  

Cost of revenues   10    2,070  
    

Gross profit      3,538  

Research and development expenses   11    173  

Marketing and administrative expenses   12    578  
    

Operating income      2,787  

Financial expenses   13    398  
    

Income before taxes on income      2,389  

Taxes on income   14    56  
    

Net income     $ 2,333  
    

The accompanying notes are an integral part of the financial statements.
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FINETECH PHARMACEUTICAL LTD.
 
STATEMENT OF SHAREHOLDERS’ EQUITY 
U.S. dollars in thousands
 

   Share capital   
Additional paid

in capital    
Accumulated

deficit   Total  
   Shares    Amount           

Balance as of January 1, 2010    1,000    $ —  (*)  $ 7,074    $ (3,944)  $3,130  

Issuance of Common stock    300,000     81    1,167     —      1,248  

Capital contribution (**)    —       —      380     —      380  

Net income    —       —      —       2,333    2,333  
      

Balance as of December 31, 2010    301,000    $ 81   $ 8,621    $ (1,611)  $7,091  
      

 
(*) Less than $1.
(**) See Note 1b and Note 16.

The accompanying notes are an integral part of the financial statements.
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FINETECH PHARMACEUTICAL LTD.
 
STATEMENT OF CASH FLOWS 
U.S. dollars in thousands
 

   

Year ended
December 31,

2010  

Cash flows from operating activities:   

Net income   $ 2,333  

Adjustments to reconcile net income to net cash flows provided by operating activities:   

Depreciation and amortization    650  
Amortization of beneficial conversion feature and interest related to convertible note    374  
Decrease in trade receivables    409  
Decrease in other receivables and prepaid expenses    34  
Increase in inventories    (398) 
Decrease in trade payables    (27) 
Increase in other payables and accrued expenses    139  
Compensation waived by Dr. Gutman recorded as capital contribution    80  
Increase in accrued severance pay, net    1  

  

Net cash provided by operating activities    3,595  
  

Cash flows from investing activities:   

Purchase of property and equipment    (38) 
  

Net cash used in investing activities    (38) 
  

Cash flows from financing activities:   

Issuance of shares    750  
Repayment of short-term loan    (1,500) 

  

Net cash used in financing activities    (750) 
  

Increase in cash and cash equivalents    2,807  

Balance of Cash and cash equivalents at the beginning of the year    11  
  

Balance of Cash and cash equivalents at the end of the year   $ 2,818  
  

Supplemental disclosure of non cash activities   

Settlement of convertible loan with share issuance   $ 498  
  

Capital contribution   $ 300  
  

The accompanying notes are an integral part of the financial statements.
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FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 1:- GENERAL
 

 

a. Finetech Pharmaceutical Ltd. (“the Company”) was incorporated on January 1, 2008 by RxElite, Inc. (“RxElite”), a
publicly traded company in the U.S. On January 4, 2008, the Company acquired all of the business and assets, other than
certain specifically excluded monetary assets and liabilities of Finetech Laboratories Ltd., an Israeli private company, in
consideration for approximately $ 6.2 million in cash. The purchase price was allocated to fair value of the net assets
purchased based on valuation report performed by the management with the assistance of an independent appraiser. The
excess of the purchase price over the fair value of the net tangible assets acquired in the amount of $2.7 million was
allocated to patent rights.
As part of the acquisition, the employees of Finetech Laboratories Ltd. were transferred to the Company and certain
obligations and rights were assigned to the Company. In addition, all rights and obligations related to the Office of the
Chief Scientist (“OCS”) in Israel and Approved Enterprise status were transferred to the Company. See Note 8.
The Company is engaged in the development, manufacturing and distribution of active pharmaceutical ingredients. In
2010, 66% of the Company’s revenues derived from two customers as detailed in Note 15.

 

 b. Loan, Convertible note and Restructure agreement
In June 2009, the Company has established a wholly-owned subsidiary Landela. Inc, (“Landela”). During that month,
Castlerigg Master Investments Ltd (“Castlerigg”) had granted the Company a loan in the amount of $1,700 (the “Loan”).
By mutual consent of Castlerigg and the Company, the Loan amount was invested in Landela, in order to finance its
operations.
The investment in Landela was written-off in 2009.
In order to secure the repayment of the Loan, the Company had issued to Castlerigg a Senior Secured Convertible Note
(the “Note”) and a first charge on Landela’s outstanding shares. It was agreed that the Loan can be converted into
Preferred A shares in consideration for $2 per share. The Company accounted for the Note according to ASC 470.
Accordingly the Company allocated $1,126 to the Loan, and $574 to the beneficial conversion feature of the convertible
loan. The total discount of $574 was amortized over the period of the Loan.
In April 2010, the Company, RxElite, Dr. Arie Gutman and Castlerigg entered into a Restructure Agreement, according to
which, the Company paid to Castlerigg an amount of $1,500 and transferred to Castlerigg all of Landela’s shares, which
value was nil at that time. In addition, in order to repay the remaining balance of the Loan, including accrued interest, in an
amount of $498, the Company issued 100,000 Ordinary shares to Castlerigg as full and final repayment and settlement of
the Loan and the Note. The modification of the Loan’s terms did not result in any additional beneficial conversion feature.
In May 2010 RxElite filed for bankruptcy.
In order to finance the repayment of the Loan, and as part of the Restructure Agreement, Dr. Arie Gutman invested in the
Company an amount of $750 in consideration for 200,000 Ordinary shares, and undertook other commitments to support
the Company until January 31, 2011.
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FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 1:- GENERAL (CONT.)
 
 b. Loan, Convertible note and Restructure agreement (cont.)
 

In October 22, 2010 and December 7, 2010, 101,000 shares held by Castlerigg and RxElite were transferred to Arie
Gutman in consideration for $ 3.75 per share (“Share Purchase Agreement”). At the same time all prior obligations of the
Company to Castlerigg were terminated. In addition, Castlerigg has committed to reimburse the Company with any amount
it will be required to pay to RxElite. As such the amount due to RxElite, of $300 was offset against Castlerigg obligation
which was accounted for as capital contribution.

 
NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES

The financial statements were prepared in accordance with generally accepted accounting principles in the United States (“U.S.
GAAP”).
The significant accounting policies applied in the preparation of the financial statements are as follows:

 

 a. Use of estimates:
The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions. The Company’s management believes that the estimates and assumptions used are reasonable based upon
information available at the time they are made. These estimates and assumptions can affect the amounts reported in the
financial statements and accompanying notes. Actual results could differ from those estimates.

 

 b. Financial statements in U.S. dollars
The currency of the primary economic environment in which the operations of the Company are conducted is the U.S.
dollar. Most of the revenues are denominated and earned in U.S. dollars, and most purchases of materials and components
are made in U.S. dollars, Financing and investing activities, including equity transactions and cash investments, are made
in U.S. dollars and most of its assets are denominated in U.S. dollars. Thus, the functional and reporting currency of the
Company is the U.S. dollar.
Accordingly, transactions and balances denominated in dollars are presented at their original amounts. Non-dollar
transactions and balances have been re-measured to dollars, in accordance with ASC 830, “Foreign Currency Matters” of
the Financial Accounting Standards Board (“FASB”) (originally issued as FAS 52). All exchange gains and losses from re-
measurement of monetary balance sheet items denominated in non-dollar currencies are reflected in the statement of
operations as financial income or expenses, as appropriate.

 

 c. Cash equivalents:
Cash equivalents are highly liquid investments, including unrestricted short-term bank deposits purchased with original
maturities of three months or less.
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FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (CONT.)
 
 d. Inventories:

Inventories are stated at the lower of cost or market value. The Company writes down the carrying value of its inventory
for estimated obsolescence or unmarketable inventory in an amount equal to the difference between the cost of inventory
and its estimated realizable value based upon assumptions about future demands and market conditions.
Cost includes the inventories purchase costs and the costs required to bring the inventories to its current location and
condition. Cost is determined as follows:
Raw Materials - using the “first-in, first-out” method.
Finished products - using the weighted average method and calculated manufacturing costs.
The Company periodically evaluates the condition and age of inventories and provides for slow moving inventories
accordingly. Furthermore, cost of inventories does not include abnormal amounts of materials, labor and other costs
resulting from inefficiency.

 

 e. Fixed assets:
Property and equipment are stated at cost, net of accumulated depreciation. Depreciation is calculated by the straight-line
method over the estimated useful lives of the assets at the following annual rates:

 
   %
Machinery and equipment   14-33
Motor vehicles   25
Furniture and office equipment   20
Leasehold improvements   over the term of the lease

 
 f. Impairment of long-lived assets

Long-lived assets are reviewed for impairment in accordance with ASC 360, “Property, Plant, and Equipment” (“ASC
360”) (originally issued as FAS 144), whenever events or changes in circumstances indicate that the carrying amount of an
asset may not be recoverable. Recoverability of an asset to be held and used is measured by a comparison of the carrying
amount of the asset to the future undiscounted cash flows expected to be generated by the asset. If such an asset is
considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying amount of
the asset exceeds the fair value of the asset. During the year ended December 31, 2010, no impairment losses have been
identified.

 

 g. Other assets:
The Company applies the provisions of ASC 350 (originally issued as FAS 142), that prescribes the accounting treatment,
recognition, measurement and the disclosure requirements regarding intangible assets. An intangible asset is an
identifiable non-monetary asset without physical substance. The definition of an intangible asset requires that such an asset
be identifiable to distinguish it from goodwill.
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FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (CONT.)
 
 g. Other assets (cont.):
 

An asset is identifiable when it complies with one of the following criteria: it is separable - it is capable of being separated
or divided from the entity and sold, transferred, licensed, rented or exchanged, either individually or together with a related
contract, asset or liability; or it arises from contractual or other legal rights, regardless of whether those rights are
transferable or separable from the entity or from other rights and obligations.
The cost of intangible assets acquired in a business combination is fair value as at the date of acquisition. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization and any accumulated impairment
losses.
According to management estimates, the Company’s patents have a finite life of 13 years to 17 years. Intangible assets
with finite lives are amortized over the useful economic life and should be assessed for impairment whenever there is an
indication that the intangible asset may be impaired. The amortization period and the amortization method for an
intangible asset with a finite useful life are reviewed at least annually.
The amortization of intangible assets with finite lives is recognized in the statement of operations.

 

 h. Severance pay:
The Company’s liability for severance pay is calculated pursuant to Israeli severance pay law based on the most recent
salary of the employees multiplied by the number of years of employment, as of the balance sheet date. Employees are
entitled to one month’s salary for each year of employment or a portion thereof. The Company’s liability for all of its
employees is fully provided by monthly deposits with insurance policies and by an accrual.
The deposited funds include profits accumulated up to the balance sheet date. The deposited funds may be withdrawn only
upon the fulfillment of the obligation pursuant to Israeli severance pay law or labor agreements. The value of the deposited
funds is based on the cash surrendered value of these policies, and includes immaterial profits.

 

 i. Revenue recognition:
The Company generates its revenues mainly from sales of chemical compounds for the use in the manufacturing of
pharmaceutical products. Certain revenues derive from additional consideration received from manufacturing customers
based on their final sales in the related period. Revenues from specific client are generated also from exclusivity based
license fees.
Revenues are recognized upon delivery in accordance with Staff Accounting Bulletin No. 104 “Revenue Recognition”
(“SAB 104”), when persuasive evidence of an agreement exists, delivery of the product has occurred, the fee is fixed or
determinable and collectability is probable. The Company does not have any significant obligations after delivery.
Revenues from multiple elements arrangements, which include revenues from sales of products and revenues from license
fees are recognized in accordance with ASC 605-25 (formerly EITF 00-21 “Revenue recognition of multiple elements
arrangements”). Revenues derived from additional consideration received from manufacturing customers based on their
final sales are recognized in the related period.
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FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (CONT.)
 
 j. Research and development expenses:

Research and development expenses are charged to statement of operations as incurred.
 

 k. Income taxes:
The Company accounts for income taxes in accordance with ASC 740, “Income Taxes” (“ASC 740”) (originally issued as
FAS 109). This Statement prescribes the use of the liability method whereby deferred tax assets and liability account
balances are determined based on differences between financial reporting and tax bases of assets and liabilities and are
measured using the enacted tax rates and laws that will be in effect when the differences are expected to reverse. The
Company provides a valuation allowance, if necessary, to reduce deferred tax assets to their estimated realizable value.
The Company also accounts for income taxes in accordance with ASC 740-10, “Accounting for Uncertainty in Income
Taxes” (“ASC 740-10”) (originally issued as FIN 48). ASC 740-10 contains a two-step approach for recognizing and
measuring uncertain tax positions accounted for in accordance with ASC 740. The first step is to evaluate the tax position
taken or expected to be taken in a tax return by determining if the weight of available evidence indicates that it is more
likely than not that, on an evaluation of the technical merits, the tax position will be sustained on audit, including
resolution of any related appeals or litigation processes. The second step is to measure the tax benefit as the largest amount
that is more than 50% likely to be realized upon ultimate settlement. No liability has been recorded as a result of the
adoption of ASC 740-10.

 

 l. Exchange rate and linkage basis:
 

 
1. Assets and liabilities in or linked to foreign currency are presented according to the representative exchange rates

published by the Bank of Israel at balance sheet date.
 

 
2. Assets and liabilities linked to the Israeli CPI are presented according to the relevant index for each linked asset or

liability.
 

 3. Below are data about the exchange rates of the U.S. dollar and the Israeli CPI:
 

As of   

Representative
exchange rate of

U.S. dollar   
Israeli CPI

for December 
   NIS   Points *)  

December 31, 2009    3.775    206.2  
December 31, 2010    3.549    210.9  

Change during the year ended   %   %  

December 31, 2009    (0.7)   3.93  
December 31, 2010    (5.9)   2.28  

 
*) The index on an average basis of 1993 = 100.
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FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (CONT.)
 
 m. Fair value of financial instruments:

The Company measures its financial instruments at fair value. Fair value is an exit price, representing the amount that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants. As
such, fair value is a market-based measurement that should be determined based on assumptions that market participants
would use in pricing an asset or a liability. A three-tier fair value hierarchy is established as a basis for considering such
assumptions and for inputs used in the valuation methodologies in measuring fair value:

 
Level 1 -

  

inputs are based upon unadjusted quoted prices for identical instruments traded in active
markets.

Level 2 -

  

inputs are based upon quoted prices for similar instruments in active markets, quoted prices
for identical or similar instruments in markets that are not active, and model-based
valuation techniques for which all significant assumptions are observable in the market or
can be corroborated by observable market data for substantially the full term of the assets
or liabilities.

Level 3 -

  

inputs are generally unobservable and typically reflect management’s estimates of
assumptions that market participants would use in pricing the asset or liability. The fair
values are therefore determined using model-based techniques that include option pricing
models, discounted cash flow models, and similar techniques.

The carrying amount of cash and cash equivalents, trade receivables, other accounts receivable, trade payables and other
accounts payable approximate their fair value due to the short-term maturities of such instruments.

 

 n. Concentrations of credit risks:
Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash and
cash equivalents and trade receivables. Cash and cash equivalents are invested in banks in Israel and Switzerland.
Trade receivables of the Company are mainly derived from sales to customers located primarily in the U.S. and in Israel.
The Company performs ongoing credit evaluations of its customers and to date has not experienced any material losses.
See Note 15.

 

 o. Impact of recently issued Accounting Standards
 

 

1. In October 2009, the FASB issued amendments to the accounting and disclosure for revenue recognition of multiple
deliverable revenue arrangements codified in ASC 605-25 (ASU 2009-13). These amendments, effective for fiscal
years beginning on or after June 15, 2010, modify the criteria for recognizing revenue in multiple element
arrangements and require companies to develop a best estimate of the selling price to separate deliverables and
allocate arrangement consideration using the relative selling price method. Additionally, the amendments eliminate
the residual method for allocating arrangement considerations. The Company is currently evaluating the possible
impact of the standard on its financial statements.
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FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (CONT.)
 
 o. Impact of recently issued Accounting Standards (Cont.)
 

 

2. In May 2011, the FASB issued Accounting Standards Update 2011-04, “Fair Value Measurement” (Topic 820):
Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs.
This guidance amends the disclosure requirements related to recurring and nonrecurring fair value measurements and
includes the following provisions: application of the concepts of highest and best use and valuation premise,
introduction of an option to measure groups of offsetting assets and liabilities on a net basis, incorporation of certain
premiums and discounts in fair value measurements, and the measurement of fair value of certain instruments
classified in stockholders’ equity. In addition, the amended guidance includes several new fair value disclosure
requirements, including, among other things, information about valuation techniques and unobservable inputs used in
Level 3 fair value measurements and a narrative description of Level 3 measurements’ sensitivity to changes in
unobservable inputs. The guidance becomes effective for the reporting period beginning January 1, 2012. The
Company expects that adoption of this new guidance will not have a material impact on the Company’s financial
statements.

 

 

3. In June 2011, the FASB issued Accounting Standards Update 2011-05, “Comprehensive Income” (topic 220):
Presentation of Comprehensive Income. This amended guidance eliminates the option for reporting entities to present
components of other comprehensive income in the statement of stockholders’ equity. Instead, this amended guidance
now requires reporting entities to present all non-owner changes in stockholders’ equity either as a single continuous
statement of comprehensive income or as two separate but consecutive statements. The guidance will become
effective for the reporting period beginning January 1, 2012. The Company expects that adoption of this new
guidance will not have a material impact on the Company’s financial statements.

 
NOTE 3:- TRADE RECEIVABLES
 

   
December 31,

2010  

Local customers   $ 96  
Foreign customers    75  

  

  $ 171  
  

 
NOTE 4:- INVENTORIES
 

   
December 31,

2010  

Raw materials   $ 106  
Finished goods    405  

  

  $ 511  
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FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 5:- PROPERTY AND EQUIPMENT, NET
 

   

Machinery
and

equipment   
Motor

vehicles   

Furniture
and office
equipment   

Leasehold
improvements   Total  

Cost:           
As of January 1, 2010   $ 2,630    $ 38    $ 108    $ 305    $3,081  
Additions    38     —       —       —       38  

          

As of December 31, 2010    2,668     38     108     305     3,119  
          

Accumulated Depreciation:           
As of January 1, 2010    763     19     44     62     888  
Additions    385     9     22     31     447  

          

As of December 31, 2010    1,148     28     66     93     1,335  
          

Depreciated cost as of December 31, 2010   $ 1,520    $ 10    $ 42    $ 212    $1,784  
          

 
NOTE 6:- ACCRUED EXPENSES AND OTHER PAYABLES
 

   
December 31,

2010  

Accrued salaries and related expenses (*)   $ 132  
Government institutions    101  
Other accounts payable and accrued expenses    15  

  

  $ 248  
  

(*) Includes accrued vacation and recuperation pay   $ 95  
  

 
NOTE 7:- ACCRUED SEVERANCE PAY, NET
 

   
December 31,

2010  

Severance pay fund   $ 219  
Accrued severance pay    214  

  

  $ 5  
  

Severance expenses for the year ended December 31, 2010 amounted to approximately $65.
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FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 8:- COMMITMENTS AND CONTINGENCIES
 

 
a. The Company rents its facilities under operating lease agreement which expire in February 2013 with renewal option for

additional period until 2027. Rent expenses for the year ended December 31, 2010 were $ 113. The minimum rental
payments leases are as follows:

 
Year ended December 31,     

2011   $136  
2012    159  
2013    27  

  

Total minimum lease payments   $322  
  

In the event the Company will decide to terminate the operating lease agreement, it must provide 90 days prior notice.
 

 

b. The Company is obligated to pay royalties to the OCS in respect of government participation in research and development
expenses on several projects, calculated at rates of 3%-3.5% of sales of the products developed with the Government’s
participation up to the dollar amount of such participation with the addition of interest or a higher amount under certain
circumstances. Total grant received, net of royalties paid, is approximately $ 2,405 as of December 31, 2010.

 
NOTE 9:- SHARE CAPITAL

In June 2009, the Company Board of Directors resolved to increase the authorized capital stock of the Company to 3,900
Ordinary shares and 1,105 Preferred A shares.
In April 2010, the Company’s Board of Directors resolved to convert its Preferred A shares into Ordinary shares and to increase
its authorized capital stock to 1,000,000 Ordinary shares. At the same time, 100,000 Ordinary shares were issued to Castlerigg and
200,000 Ordinary shares were issued to Dr. Arie Gutman. See Note 1b.

 
NOTE 10:- COST OF REVENUES
 

   

Year ended
December 31,

2010  

Labor   $ 1,064  
Materials    423  
Depreciation    447  
Amortization of other assets    202  
Rent, maintenance and others    332  

  

   2,468  

Decrease in inventories    (398) 
  

  $ 2,070  
  

 
15



FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 11:- RESEARCH AND DEVELOPMENT EXPENSES
 

   

Year ended
December 31,

2010  

Labor   $ 159  
Materials    14  

  

  $ 173  
  

 
NOTE 12:- MARKETING AND ADMINISTRATIVE EXPENSES
 

   

Year ended
December 31,

2010  

Labor   $ 96  
Selling and marketing    102  
Professional fees    312  
Other    68  

  

  $ 578  
  

 
NOTE 13:- FINANCIAL EXPENSES
 

   

Year ended
December 31,

2010  

Amortization of beneficial conversion feature   $ 253  
Interest on convertible note    121  
Other financing expenses    24  

  

Financial expenses   $ 398  
  

 
NOTE 14:- INCOME TAXES
 

 a. Tax laws applicable to the Company:
Income Tax (Inflationary Adjustments) Law, 1985:
The results for tax purposes are measured in New Israeli Shekels nominal values.

 

 b. Tax benefits under the Law for the Encouragement of Capital Investments, 1959 (“the Law”):
In 2010 tax authorities approved the transfer of the approvals for Approved Enterprise status and Privileged Enterprise
status, from Finetech Laboratories Ltd. to the Company.
Currently, the Company has four approved programs under the Investments Law, which entitles the Company to tax
benefits. The first, second and third programs pursuant to the Investment Law, are defined as Approved Enterprise
programs and the fourth program pursuant to the Investment Law, in defined as a Privileged Enterprise.
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FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 14:- INCOME TAXES (CONT.)
 
 b. (Cont.)
 

All Approved Enterprise programs are subject to the alternative track provisions pursuant to which undistributed income
derived from such programs is exempt from tax for a period of two years and subject to a reduced income tax rate of 10%-
25% for an additional period of five years subject to the percentage of holdings of foreign investors in the Company out of
total holdings.
If the percentage of holdings of foreign investors exceeds 25%, the Company will be entitled to additional three years of
tax benefits. If the percentage of holdings of foreign investors exceeds 90%, a reduced tax rate of down to 10% may apply
at the benefit period subject to the specific percentage.
Under the Approved Enterprise programs, the Company is entitled to the benefits starting in the year in which the
Company first generates taxable income, but not later than 14 years from the date of approval or 12 years from the first
year of operation of the expansion. The benefit period for the current Approved Enterprise programs will end in 2010-
2014.
For certain Approved Enterprise programs the Company is entitled to reduce the base revenues for the purpose of the
benefit calculation in 10% each year.
Under the Privileged Enterprise program, the beginning of the benefit period is determined as from the year in which the
Privileged Enterprise first derives taxable income, subject to limitation of 12 years from the election year of the program.
The election year for the current Privileged Enterprise is 2006. The benefit period for the current Privileged enterprise
programs will end in 2017.
Should the Company pay dividends from tax-exempt income, it will be liable to10%- 25% tax on the amount distributed,
and a further withholding tax at the rate of 15% will be deductible from the amount distributed. The Company’s policy is
not to distribute dividends out of these profits.
Due to operating losses for tax purposes, the benefit period of the programs has not yet begun.

 

 

c. In December 2010, the “Knesset” (Israeli Parliament) passed the Law for Economic Policy for 2011 and 2012 (Amended
Legislation), 2011 (“the Amendment”), which prescribes, among others, amendments in the Law for the Encouragement of
Capital Investments, 1959 (“the Law”). The Amendment became effective as of January 1, 2011. According to the
Amendment, the benefit tracks in the Law were modified and a flat tax rate applies to the Company’s entire preferred
income. Commencing from the 2011 tax year, the Company will be able to opt to apply (the waiver is non-recourse) the
Amendment and from the elected tax year and onwards, it will be subject to the amended tax rates that are: 2011 and 2012
- 15%, 2013 and 2014 - 12.5% and in 2015 and thereafter - 12%.
The Company has examined the effect of the adoption of the Amendment on its financial statements, and as of the date of
the publication of the financial statements, the Company estimates that it will not apply the Amendment.
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FINETECH PHARMACEUTICAL LTD.
 
NOTES TO THE FINANCIAL STATEMENTS 
U.S. dollars in thousands (except share and per share data)
 
NOTE 14:- INCOME TAXES (CONT.)
 

 

d. In early November 2011, a Memorandum of Law for Socioeconomic Change (Legislative Amendments) (Taxes), 2011
(“the Memorandum of Law”), was published. The Memorandum of Law proposes, among others, to cancel, effective from
2012, the scheduled progressive reduction in the corporate tax rate. The Memorandum of Law also proposes to raise the
corporate tax rate to 25% in 2012. In view of the proposed increase in the corporate tax rate to 25% in 2012, the real capital
gains tax rate and the real betterment tax rate will also be increased.
The Company estimates that the approval by the Israeli Parliament of the Memorandum of Law as described above is not
expected to have a material effect on the financial statements.

 

 
e. On December 6, 2011 the Company finalized tax assessments for the years 2008-2010. As a result of the settlement with

the Israeli tax authorities, the Company recorded a tax liability in an amount of $56 as of December 31, 2010.
 
NOTE 15:- MAJOR CUSTOMERS

Major customers’ data (percentage of total revenues)
 

   

Year ended
December 31,

2010  
   %  

Customer A    44  
  

Customer B    22  
  

 
NOTE 16:- RELATED PARTY TRANSACTIONS AND BALANCES

During the year ended December 31, 2010 Dr. Arie Gutman provided consultation and managing services to the Company in
consideration for $40 per quarter. Dr. Gutman waived his right to receive his compensation for the second half of 2010 and
accordingly the amount of $80 was recorded as capital contribution.

 
NOTE 17:- SUBSEQUENT EVENTS

On December 13, 2011 the Company distributed dividend in an amount of $3,400 from its additional paid-in capital. The
dividend distribution was approved by the Israeli Magistrate’s Court on July 11, 2011.
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FineTech Pharmaceutical Ltd.
Condensed Consolidated Balance Sheet

As of September 30, 2011
(unaudited)

(in thousands, except share and per share data)
 

   
September 30,

2011  
ASSETS   
Current assets   

Cash and cash equivalents   $ 5,477  
Trade accounts receivable, net    1,381  
Inventories, net    875  

  

Total current assets    7,733  
Severance pay fund    250  
Property and equipment, net    1,465  
Other assets    1,952  

  

TOTAL ASSETS   $ 11,400  
  

LIABILITIES AND SHAREHOLDERS’ EQUITY   
Current liabilities   

Accounts payable   $ 50  
Accrued expenses    237  

  

Total current liabilities    287  
Long-term liabilities   
Accrued severance pay    258  

  

Total liabilities    545  

Commitments and contingencies   

SHAREHOLDERS’ EQUITY   
Ordinary Shares NIS 1 par value, Authorized – 1,000,000 shares; Issued and outstanding 301,000 shares    81  
Additional paid-in capital    8,741  
Retained earnings    2,033  

  

Total shareholders’ equity    10,855  
  

Total liabilities and shareholders’ equity   $ 11,400  
  



FineTech Pharmaceutical Ltd.
Condensed Consolidated Statements of Operations

For the nine months ended September 30, 2011 and 2010
(in thousands)

(unaudited)
 

   
September 30,

2011    
September 30,

2010  
Revenue   $ 5,656    $ 3,449  
Cost of goods sold    1,537     1,551  

    

Gross margin    4,119     1,898  
Operating expenses     

Research and development    160     122  
Marketing and administrative    311     448  

    

Total operating expenses    471     570  
    

Operating income    3,648     1,328  
Financial expenses, net    4     421  

    

Income before income taxes    3,644     907  
Income tax provision    —       42  

    

Net income   $ 3,644    $ 865  
    

FineTech Pharmaceutical Ltd.
Condensed Consolidated Statement of Shareholder’s Equity

For the nine months ended September 30, 2011 (in thousands)
(unaudited)

 

   Share capital    
Additional paid

in capital    

Retained 
earnings

(Accumulated
deficit)   Total  

   Shares    Amount            

Balance as of January 1, 2011    301,000    $ 81    $ 8,621    $ (1,611)  $ 7,091  

Capital contribution    —       —       120     —      120  

Net income    —       —       —       3,644    3,644  
        

Balance as of September 30, 2011 (Unaudited)    301,000    $ 81    $ 8,741    $ 2,033   $10,855  
        



FineTech Pharmaceutical Ltd.
Condensed Consolidated Statements of Cash Flow

For the nine months ended September 30, 2011 and 2010
(in thousands)

(unaudited)
 

   
Nine months ended

September 30,  
   2011   2010  

Cash flows from operating activities:    

Net income   $ 3,644   $ 865  

Adjustments to reconcile net income to net cash flows provided by operating activities:    

Depreciation and amortization    481    485  
Amortization of beneficial conversion feature and interest related to a Convertible loan    —      374  
Gain from disposal of property and equipment    (14)   —    
Decrease (increase) in trade receivables    (1,210)   (58) 
Decrease in other accounts receivable    2    28  
Increase in inventory    (364)   (254) 
Increase (decrease) in trade payables    5    (3) 
Increase (decrease) in accrued expenses and other payables    (11)   183  
Compensation waived by Shareholder    120    40  
Increase in accrued severance pay, net    3    —    

  

Net cash provided by operating activities    2,656    1,660  
  

Cash flows from investing activities:    

Purchase of property and equipment    (15)   (33) 
Proceeds from disposal of property and equipment    18    —    

  

Net cash provided by (used in) investing activities    3    (33) 
  

Cash flows from financing activities:    

Issuance of shares    —      750  
Repayment of short-term loan    —      (1,500) 

  

Net cash used in financing activities    —      (750) 
  

Increase in cash and cash equivalents    2,659    877  

Balance of cash and cash equivalents at the beginning of the Period    2,818    11  
  

Balance of cash and cash equivalents at the end of the period   $ 5,477   $ 888  
  

Supplemental disclosure of non cash activities    

Settlement of loan with share issuance   $ —     $ 498  
  

Capital contribution   $ —     $ —    
  



Exhibit 99.2

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

On December 29, 2011, OPKO Health, Inc., a Delaware corporation (the “Company”), completed the acquisition of FineTech
Pharmaceutical Ltd., an Israeli corporation (“FineTech”), pursuant to a Stock Purchase Agreement (the “Purchase Agreement”) by and
among the Company, FineTech, Arie Gutman, FineTech’s sole shareholder (“Seller”), and OPKO Holdings Israel Ltd, an Israeli
corporation and a wholly owned subsidiary of the Company (the “Buyer”). Pursuant to the Purchase Agreement, the Buyer purchased all of
the issued and outstanding shares of FineTech for $27.5 million, of which $10.0 million was paid in cash at closing and $17.5 million was
paid in shares of the Company’s common stock (“Common Stock”) based on the average closing sales price per share of the Company’s
Common Stock as reported on the New York Stock Exchange for the ten trading days immediately preceding the execution of the Purchase
Agreement, or $4.84 per share (the “Stock Consideration”). Pursuant to the Purchase Agreement, $3 million of the Stock Consideration is
being held in a separate escrow account to secure the indemnification obligations of the Seller under the Purchase Agreement. In addition,
the Purchase Agreement provides for the payment of up to an additional $5 million to the Seller in cash upon the achievement of certain
sales milestones by the Buyer.

As previously reported on Form 8-K/A, the Company completed the acquisition of Claros Diagnostics, Inc. (“Claros”) on October 13,
2011, pursuant to an Agreement and Plan of Merger (the “Merger Agreement”) by and among the Company, Claros Merger Subsidiary
LLC, a wholly-owned subsidiary of the Company (“Merger Sub”), Claros and certain shareholders of Claros, in each case in his or her
capacity as a member of the Shareholder Representative Committee constituted under the Merger Agreement. Pursuant to the Merger
Agreement, the Company paid $10 million in cash, subject to certain set-offs and deductions, and $20 million in shares of the Company’s
common stock (the “Stock Consideration”), based on the average closing sales price per share of the Company’s Common Stock as
reported by the New York Stock Exchange for the ten trading days immediately preceding the closing date of the merger, or $4.45 per
share. In addition, the Merger Agreement provides for the payment of up to an additional $19.125 million in shares of the Company’s
common stock upon and subject to the achievement of certain milestones by the surviving company.

The following unaudited pro forma financial statements of the Company are presented to comply with Article 11 Regulation S-X and
follow proscribed SEC guidelines. The historical condensed consolidated financial statements of the Company have been adjusted in the
unaudited pro forma condensed consolidated financial statements to give effect to pro forma events that are (1) directly attributable to the
acquisitions of FineTech and Claros, (2) factually supportable, and (3) expected to have a continuing impact on the Company.

The unaudited pro forma condensed consolidated balance sheet as of September 30, 2011, presents pro forma effects of the
acquisitions of FineTech and Claros as if the acquisitions had occurred on September 30, 2011. The unaudited pro forma condensed
consolidated statements of operations for the fiscal year ended December 31, 2010 and the nine months ended September 30, 2011, present
the pro forma effects as if the acquisitions of FineTech and Claros occurred on January 1, 2010.

The unaudited pro forma financial statements are presented for informational purposes only and do not purport to present what the
Company’s results would have been had the acquisitions of FineTech and Claros actually occurred on the dates presented or to project the
Company’s results from operations or financial position for any future period. These unaudited pro forma financial statements and
accompanying notes should be read together with the Company’s audited consolidated financial statements and the accompanying notes, as
of and for the fiscal year ended December 31, 2010 and the Company’s unaudited consolidated financial statements and the accompanying
notes as of and for the three and nine months ended September 30, 2011.



OPKO Health, Inc. and subsidiaries
Pro Forma Condensed Consolidated Balance Sheets

As of September 30, 2011
(unaudited)

(in thousands, except share and per share data)
 

  

OPKO
Health, Inc.
As  reported   

Claros
Diagnostics,

Inc.   

Claros
Pro Forma

adjustments  

Pro Forma
Combined

including Claros  

FineTech
Pharmaceuticals

Ltd.   

FineTech
Pro Forma

adjustments  

Pro Forma Combined
including  Claros and

FineTech  
ASSETS        
Current assets        

Cash and cash equivalents  $ 47,235   $ 77   $(10,000) a  $ 37,312   $ 5,477   $(10,000) g  $ 32,789  
Marketable securities   40,182    —      —      40,182    —      —      40,182  
Accounts receivable, net   12,688    —      —      12,688    1,381    —      14,069  
Inventory, net   10,516    —      —      10,516    875    500 i   11,891  
Prepaid expenses and other

current assets   1,729    10    —      1,739    —      —      1,739  
Current assets of discontinued

operations   5,279    —      —      5,279    —      —      5,279  
Total current assets   117,629    87    (10,000)   107,716    7,733    (9,500)   105,949  

Property and equipment, net   3,271    349    —      3,620    1,465    —      5,085  
Intangible assets, net   14,252    —      39,082 e   53,334    1,952    (1,952)   75,381  

       22,047 i  
Goodwill   6,234    —      —      6,234    —      —      6,234  
Investments, net   5,862    —      —      5,862    —      —      5,862  
Other assets   824    24    —      848    250    767 i   1,865  
Assets of discontinued operations   2,929    —      —      2,929    —      —      2,929  

TOTAL ASSETS  $ 151,001   $ 460   $ 29,082   $ 180,543   $ 11,400   $ 11,362   $ 203,305  

LIABILITIES SERIES D PREFERRED STOCK AND SHAREHOLDERS EQUITY (DEFICIT)   
Current liabilities        

Accounts payable  $ 2,556   $ 611   $ (475) a  $ 2,692   $ 50   $ —     $ 2,742  
Accrued expenses   3,678    106    —      3,784    237    —      4,021  
Current portion of notes payable   12,547    4,299    (4,299) a   12,547    —      —      12,547  
Current liabilities of

discontinued operations   1,460    —      —      1,460    —      —      1,460  
Total current

liabilities   20,241    5,016    (4,774)   20,483    287    —      20,770  
Long-term liabilities   2,154    —      9,300 f   11,454    258    4,500 f   16,212  

Total liabilities   22,395    5,016    4,526    31,937    545    4,500    36,982  
Commitments and contingencies        
Series D Preferred Stock - $0.01 par

value, 2,000,000 shares authorized;
1,209,677 shares issued and
outstanding (liquidation value of
$34,813)   26,128     —      26,128     —      26,128  

Shareholders’ equity        
Series A Preferred Stock - $0.01 par

value, 4,000,000 shares authorized;
No shares issued or outstanding   —      3,335    (3,335) b   —      —      —      —    

Series C Preferred Stock - $0.01 par
value, 500,000 shares authorized;
No shares issued or outstanding   —      —      —      —      —      —      —    

Common Stock - $0.01 par value,
500,000,000 shares authorized,
288,141,824 shares issued   2,881    4    (4) b   2,926    81    (81) h   2,962  

    45 a     36 g  

Treasury stock - 2,443,894 shares   (7,893)   —      —      (7,893)   —      —      (7,893) 
Additional paid-in capital   485,181    12,057    (12,057) b   505,136    8,741    (8,741) h   522,817  

    19,955 a     17,681 g  

Accumulated other comprehensive
income   434    (41)   41 b   434    —      —      434  

(Accumulated deficit) retained
earnings   (378,125)   (19,911)   19,911 b   (378,125)   2,033    (2,033) h   (378,125) 

Total shareholders’ equity
(deficit)   102,478    (4,556)   24,556    122,478    10,855    6,862    140,195  

TOTAL LIABILITIES SERIES D
PREFERRED STOCK AND
SHAREHOLDERS’ EQUITY
(DEFICIT)  $ 151,001   $ 460   $ 29,082   $ 180,543   $ 11,400   $ 11,362   $ 203,305  



The accompanying notes are an integral part of these pro forma condensed consolidated financial statements.



OPKO Health, Inc. and subsidiaries
Pro Forma Condensed Consolidated Statements of Operations

For the nine months ended September 30, 2011
(unaudited)

(in thousands, except share and per share data)
 

   

OPKO
Health, Inc.
As reported   

Claros
Diagnostics,

Inc.   

Claros
Pro Forma

adjustments   

Pro Forma
Combined
including

Claros   

FineTech
Pharmaceutical

Ltd.   

FineTech
Pro Forma

adjustments   

Pro Forma
Combined
including

Claros and
FineTech  

Revenue   $ 22,185   $ —     $ —     $ 22,185   $ 5,656   $ —     $ 27,841  
Cost of goods sold    13,085    —      —      13,085    1,537    —      14,622  

  

Gross margin    9,100    —      —      9,100    4,119    —      13,219  
Operating expenses         

Selling, general and
administrative    14,102    2,349    —      16,451    311    —      16,762  

Research and development    7,097    514    —      7,611    160    —      7,771  
Other operating expenses,

principally amortization of
intangible assets    2,615    —      2,400 d   5,015    —      1,255 d   6,270  

  

Total operating expenses    23,814    2,863    2,400    29,077    471    1,255    30,803  
  

Operating (loss) income    (14,714)   (2,863)   (2,400)   (19,977)   3,648    (1,255)   (17,584) 
Other expense, net    (757)   (4)   (825) c   (1,586)   (4)   (825) c   (2,415) 

  

(Loss) income before provision for
income taxes, investment loss and
discontinued operations    (15,471)   (2,867)   (3,225)   (21,563)   3,644    (2,080)   (19,999) 

Income tax provision    199    —      —      199    —      —      199  
  

(Loss) income before investment loss
and discontinued operations    (15,670)   (2,867)   (3,225)   (21,762)   3,644    (2,080)   (20,198) 

Loss from investment in investees    (1,175)   —      —      (1,175)   —      —      (1,175) 
  

Net (loss) income before discontinued
operations    (16,845)   (2,867)   (3,225)   (22,937)   3,644    (2,080)   (21,373) 

Discontinued operations    (2,841)   —      —      (2,841)   —      —      (2,841) 
  

Net (loss) income    (19,686)   (2,867)   (3,225)   (25,778)   3,644    (2,080)   (24,214) 
Preferred stock dividend    (1,860)   —      —      (1,860)   —      —      (1,860) 

  

Net (loss) income attributable to
common shareholders   $ (21,546)  $ (2,867)  $ (3,225)  $ (27,638)  $ 3,644   $ (2,080)  $ (26,074) 

  

(Loss) income per common share
from continuing operations, basic
and diluted   $ (0.06)    $ (0.08)    $ (0.07) 

  

(Loss) income per common share,
basic and diluted   $ (0.08)    $ (0.10)    $ (0.09) 

  

Weighted average number of
common shares outstanding, basic
and diluted    277,359,789     4,494,380    281,854,169     3,615,521    285,469,690  

The accompanying notes are an integral part of these pro forma condensed consolidated financial statements.



OPKO Health, Inc. and subsidiaries
Pro Forma Condensed Consolidated Statement of Operations

For the year ended December 31, 2010
(unaudited)

(in thousands, except share and per share data)
 

   

OPKO
Health, Inc.
As reported   

Claros
Diagnostics,

Inc.   

Claros
Pro Forma

adjustments   

Pro Forma
Combined
including

Claros   

FineTech
Pharmaceutical

Ltd.   

FineTech
Pro Forma

adjustments   

Pro Forma
Combined
including
Claros and
FineTech  

Revenue   $ 28,494   $ —     $ —     $ 28,494   $ 5,608   $ —     $ 34,102  
Cost of goods sold    13,495    —      —      13,495    2,070    —      15,565  

  

Gross margin    14,999    —      —      14,999    3,538    —      18,537  
Operating expenses         

Selling, general and
administrative    18,133    3,206    —      21,339    578    —      21,917  

Research and development    5,949    1,051    —      7,000    173    —      7,173  
Other operating expenses,

principally amortization of
intangible assets    2,053    —      3,200 d   5,253    —      1,673 d   6,926  

  

Total operating expenses    26,135    4,257    3,200    33,592    751    1,673    36,016  
  

Operating (loss) income    (11,136)   (4,257)   (3,200)   (18,593)   2,787    (1,673)   (17,479) 
Other (expense) income, net    (844)   181    (1,100) c   (1,763)   (398)   (1,100) c   (3,261) 

  

(Loss) income before provision for
income taxes, investment loss and
discontinued operations    (11,980)   (4,076)   (4,300)   (20,356)   2,389    (2,773)   (20,740) 

Income tax (benefit) provision    (18)   —      —      (18)   56    —      38  
  

(Loss) income before investment loss
and discontinued operations    (11,962)   (4,076)   (4,300)   (20,338)   2,333    (2,773)   (20,778) 

(Loss) income from investment in
investees    (714)   —      —      (714)   —      —      (714) 

  

Net (loss) income before discontinued
operations    (12,676)   (4,076)   (4,300)   (21,052)   2,333    (2,773)   (21,492) 

Discontinued operations    (6,250)    —      (6,250)   —      —      (6,250) 
  

Net (loss) income    (18,926)   (4,076)   (4,300)   (27,302)   2,333    (2,773)   (27,742) 
Preferred stock dividend    (2,624)   —      —      (2,624)   —      —      (2,624) 

  

Net (loss) income attributable to
common shareholders   $ (21,550)  $ (4,076)  $ (4,300)  $ (29,926)  $ 2,333   $ (2,773)  $ (30,366) 

  

(Loss) income per common from
continuing operations share, basic
and diluted   $ (0.05)    $ (0.08)    $ (0.08) 

  

(Loss) income per common from
continuing operations share, basic
and diluted   $ (0.08)    $ (0.12)    $ (0.12) 

  

Weighted average number of
common shares outstanding, basic
and diluted

   255,095,586     4,494,380    259,589,966     3,615,521    263,205,487  

The accompanying notes are an integral part of these pro forma condensed consolidated financial statements.



Notes:
 

(a) Reflects the consideration paid at closing to Claros Diagnostics, Inc. shareholders representing $10.0 million in cash and $20.0 million
in OPKO Common Stock. A portion of the cash paid at closing paid certain liabilities of Claros Diagnostics, Inc.

(b) Reflects the elimination of Claros Diagnostics, Inc.’s equity capital
(c) The pro forma interest expense assumes borrowing funds at an 11% annual interest rate for the cash consideration issued to Claros

Diagnostics, Inc. and FineTech Pharmaceutical Ltd. shareholders of $10.0 million, each, respectively. The annual interest rate is based
on OPKO’s US based line of credit. The interest expense assumes the closing of the transaction and funds were borrowed on January 1,
2010.

(d) The pro forma amortization expense assumes the transactions closed on January 1, 2010.
(e) The following table reflects the initial purchase price allocation of Claros Diagnostics, Inc., which is preliminary and subject to change:
 

Intangible asset   Purchase price allocation   Estimated useful life
Technology   $ 32,000    10 years
In-process research and development    7,082    Indefinite

    

TOTAL   $ 39,082    
 
(f) Reflects the estimated contingent consideration to be paid to the sellers of Claros Diagnostics, Inc. and FineTech Pharmaceutical Ltd.

upon the achievement of certain milestones. This amount represents the estimated fair value of the contingent consideration, which is
preliminary and subject to change.

(g) Reflects the consideration paid at closing to FineTech Pharmaceutical Ltd. Shareholder representing $10.0 million in cash and $17.5
million in OPKO Common Stock.

(h) Reflects the elimination of FineTech Pharmaceutical Ltd.’s. equity capital
(i) Reflects the initial purchase price allocation, which is preliminary and subject to change. The following table reflects the initial

intangible asset purchase price allocation of FineTech Pharmaceutical Ltd., which is preliminary and subject to change:
 

Intangible asset   Purchase price allocation   Estimated useful life
Customer relationships   $ 15,800    12 years
Goodwill    3,147    Indefinite
Technology    2,900    10 years
Tradename    200    3 years

    

Total   $ 22,047    


