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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

 

FORM 10-Q
 (Mark One)

ý QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended March 31, 2017.

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from                     
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If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying
with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ¨
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• our need for, and ability to obtain, additional
financing;

• adverse results in material litigation matters or governmental
inquiries;

• failure to obtain and maintain regulatory approval outside the
U.S.;
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• legal, economic, political, regulatory, currency exchange, and other risks associated with international operations;
and

• our ability to finance and successfully complete construction of a research, development and manufacturing center in Waterford,
Ireland.
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OPKO Health, Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In thousands, except share and�and�and�aad(I nd�and�aad(d)
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation. The accompanying unaudited Condensed Consolidated Financial Statements have been prepared in accordance
with accounting principles generally accepted in the United States and with the instructions to Form 10-Q and Article 10 of Regulation S-
X. Accordingly, they do not include all information and notes required by accounting principles generally accepted in the United States for
complete financial statements. In the opinion of management, all adjustments (consisting of only normal recurring adjustments or otherwise
disclosed herein) considered necessary to present fairly the Company’s results of operations, financial position and cash flows have been
made. The results of operations and cash flows for the three months ended March 31, 2017, are not necessarily indicative of the results of
operations and cash flows that may be reported for the remainder of 2017 or any future periods. The unaudited Condensed Consolidated
Financial Statements should be read in conjunction with the Consolidated Financial Statements and the Notes to Consolidated Financial
Statements included in our Annual Report on Form 10-K for the year ended December 31, 2016.

Principles of consolidation. The accompanying unaudited Condensed Consolidated Financial Statements include the accounts of
OPKO Health, Inc. and of our wholly-owned subsidiaries. All intercompany accounts and transactions are eliminated in consolidation.

Use of estimates. The preparation of financial statements in conformity with accounting principles generally accepted in the United
States requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ significantly from these estimates.

Cash and cash equivalents. Cash and cash equivalents include short-term, interest-bearing instruments with original maturities of 90
days or less at the date of purchase. We also consider all highly liquid investments with original maturities at the date of purchase of 90
days or less as cash equivalents. These investments include money markets, bank deposits, certificates of deposit and U.S. treasury
securities.

Inventories. Inventories are valued at the lower of cost and net realizable value. Cost is determined by the first-in, first-out method.
We consider such factors as the amount of inventory on hand, estimated time required to sell such inventories, remaining shelf-life, and
current market conditions to determine whether inventories are stated at the lower of cost and net realizable value. Inventories at our
diagnostics segment consist primarily of purchased laboratory supplies, which is used in our testing laboratories. Inventory obsolescence
expense for the three months ended March 31, 2017 and 2016 was $4.6 million and $0.0 million, respectively.

Pre-launch inventories. We may accumulate commercial quantities of certain product candidates prior to the date we anticipate that
such products will receive final U.S. FDA approval.  The accumulation of such pre-launch inventories involves the risk that such products
may not be approved for marketing by the FDA on a timely basis, or ever.  This risk notwithstanding, we may accumulate pre-launch
inventories of certain products when such action is appropriate in relation to the commercial value of the product launch opportunity.  In
accordance with our policy, this pre-launch inventory is expensed.  

Goodwill and intangible assets . Goodwill represents the difference between the purchase price and the estimated fair value of the net
assets acquired accounted for by the acquisition method of accounting and arose from our acquisitions. Refer to Note 4. Goodwill, in-
process research and development (“IPR&D”) and other intangible assets acquired in busine�r䍵�in ets pro s n n n nio rtq present , or ever.  Tl al e nt ( sr ent orinprocess r ey a怀y 
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We reclassified $187.6 million of IPR&D related to Rayaldee from In-process research and development to Intangible assets, net in
our Condensed Consolidated Balance Sheet upon the FDA’s approval of Rayaldee in June 2016. The assets will be amortized on a straight-
line basis over their estimated useful life of approximately 12 years.

We amortize intangible assets with definite lives on a straight-line basis over their estimated useful lives, ranging from 3 to 20 years.
We use the straight-line method of amortization as there is no reliably determinable pattern in which the economic benefits of our
intangible assets are consumed or otherwise used up. Amortization expense was $17.9 million and $13.4 million for the three months
ended March 31, 2017 and 2016, respectively.

Fair value measurements. The carrying amounts of our cash and cash equivalents, accounts receivable, accounts payable and short-
term debt approximate their fair value due to the short-term maturities of these instruments. Investments that are considered available for
sale as of March 31, 2017 and December 31, 2016 are carried at fair value. Our debt under the credit agreement with JPMorgan Chase
Bank, N.A. approximates fair value due to the variable rate of interest.

In evaluating the fair value information, considerable judgment is required to interpret the market data used to develop the estimates.
The use of different market assumptions and/or different valuation techniques may have a material effect on the estimated fair value
amounts. Accordingly, the estimates of fair value presented herein may not be indicative of the amounts that could be realized in a current
market exchange. Refer to Note 8.

Contingent consideration. Each period we revalue the contingent consideration obligations associated with certain prior acquisitions
to their fair value and record increases in the fair value as contingent consideration expense and decreases in the fair value as a reduction in
contingent consideration expense. Changes in contingent consideration result from changes in the assumptions regarding probabilities of
successful achievement of related milestones, the estimated timing in which the milestones are achieved and the discount rate used to
estimate the fair value of the liability. Contingent consideration may change significantly as our development programs progress, revenue
estimates evolve and additional data is obtained, impacting our assumptions. The assumptions used in estimating fair value require
significant judgment. The use of different assumptions and judgments could result in a materially different estimate of fair value which may
have a material impact on our results from operations and financial position.

Derivative financial instruments . We record derivative financial instruments on our Condensed Consolidated Balance Sheet at their
fair value and recognize the changes in the fair value in our Condensed Consolidated Statement of Operations when they occur, the only
exception being derivatives that qualify as hedges. For the derivative instrument to qualify as a hedge, we are required to meet strict hedge
effectiveness and contemporaneous documentation requirements at the initiation of the hedge and assess the hedge effectiveness on an
ongoing basis over the life of the hedge. At March 31, 2017 and December 31, 2016, our foreign currency forward contracts to
economically hedge inventory purchases did not meet the documentation requirements to be designated as hedges. Accordingly, we
recognize all changes in the fair values of our derivatives instruments, net, in our Condensed Consolidated Statement of Operations. Refer
to Note 9.

Property, plant and equipment. Property, plant and equipment are recorded at cost. Depreciation is provided using the straight-line
method over the estimated useful lives of the assets and includes amortization expense for assets capitalized under capital leases. The
estimated useful lives by asset class are as follows: software - 3 years, machinery, medical and other equipment - 5-8 years, furniture and
fixtures - 5-10 years, leasehold improvements - the lesser of their useful life or the lease term, buildings and improvements - 10-40 years,
automobiles and aircraft - 3-15 years. Expenditures for repairs and maintenance are charged to expense as incurred. Depreciation expense
was $7.8 million and $8.7 million for the three months ended March 31, 2017 and 2016, respectively. Assets held under capital leases are
included within Property, plant and equipment, net in our Condensed Consolidated Balance Sheet and are amortized over the shorter of
their useful lives or the expected term of their related leases.

Impairment of long-lived assets. Long-lived assets, such as property and equipment, are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used
is measured by a comparison of the carrying amount of an asset to estimated undiscounted future cash flows expected to be generated by
the asset. If the carrying amount of an asset exceeds its estimated future cash flows, then an impairment charge is recognized for the
amount by which the carrying amount of the asset exceeds the fair value of the asset.

Income taxes. Income taxes are accounted for under the asset-and-liability method. Deferred tax assets and liabilities are recognized
for the future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities
and the respective tax bases and for operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or
settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in operations in the period that includes the
enactment date.
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Such changes could materially impact the revenue recognized, and as a result, management reviews the estimates related to the relevant
time period of research and development on a periodic basis. For the three months ended March 31, 2017 and 2016, revenue from transfer
of intellectual property includes $17.7 million of revenue related to the Pfizer Transaction. Refer to Note 12.

Revenue from milestone payments related to arrangements under which we have continuing performance obligations are recognized
as Revenue from transfer of intellectual property upon achievement of the milestone only if all of the following conditions are met: the
milestone payments are non-refundable; there was substantive uncertainty at the date of entering into the arrangement that the milestone
would be achieved; the milestone payment is commensurate with either our performance to achieve the milestone or the enhancement of
the value of the delivered item by us; the milestone relates solely to past performance; and the amount of the milestone payment is
reasonable in relation to the effort expended or the risk associated with the achievement of the milestone. If any of these conditions are not
met, the milestone payments are not considered to be substantive and are, therefore, deferred and recognized as Revenue from transfer of
intellectual property over the term of the arrangement as we complete our performance obligations.

Total deferred revenue included in Accrued expenses and Other long-term liabilities was $145.1 million and $162.4 million at
March 31, 2017 and December 31, 2016, respectively. The deferred revenue balance at March 31, 2017 relates primarily to the Pfizer
Transaction. Refer to Note 12.

Concentration of credit risk and allowance for doubtful accounts. Financial instruments that potentially subject us to concentrations
of credit risk consist primarily of accounts receivable. Substantially all of our accounts receivable are with either companies in the health
care industry or patients. However, credit risk is limited due to the number of our clients as well as their dispersion across many different
geographic regions.

While we have receivables due from federal and state governmental agencies, we do not believe that such receivables represent a
credit risk since the related health care programs are funded by federal and state governments, and payment is primarily dependent upon
submitting appropriate documentation. Accounts receivable balances (net of contractual adjustments) from Medicare and Medicaid were
$43.5 million and $50.5 million at March 31, 2017 and December 31, 2016, respectively.

The portion of our accounts receivable due from individual patients comprises the largest portion of credit risk. At March 31, 2017
and December 31, 2016, receivables due from patients represent approximately 3.4% and 4.1%, respectively, of our consolidated accounts
receivable (prior to allowance for doubtful accounts).

We assess the collectability of accounts receivable balances by considering factors such as historical collection experience, customer
credit worthiness, the age of accounts receivable balances, regulatory changes and current economic conditions and trends that may affect a ienccondn nce for do
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Changes in certain inputs into the lattice model can have a significant impact on changes in the estimated fair value of the embedded
derivatives. For example, a decrease in our estimated credit spread results in an increase in the estimated value of the embedded derivatives.
Conversely, a decrease in the price of our Common Stock results in a decrease in the estimated fair value of the embedded derivatives. For
the three months ended March 31, 2017, we observed an decrease in the market price of our Common Stock which primarily resulted in a
$4.9 million decrease in the estimated fair value of our embedded derivatives recorded in Fair value changes of derivative instruments, net
in our Condensed Consolidated Statement of Operations.

On November 5, 2015, BioReferen�ave n  fair valu eqma  a
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NOTE 7 ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

For the three months ended March 31, 2017, changes in Accumulated other comprehensive income (loss), net of tax, were as follows:

(In thousands)
Foreign
currency  

Unrealized
gain (loss) in
Accumulated

OCI  Total

Balance at December 31, 2016 $ (28,128)  $ 1,119  $ (27,009)
Other comprehensive income (loss) before reclassifications 2,592  (536)  2,056

Net other comprehensive loss 2,592  (536)  2,056
Balance at March 31, 2017 $ (25,536)  $ 583  $ (24,953)

NOTE 8 FAIR VALUE MEASUREMENTS

We record fair values at 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 determined based on assumptions
that market participants would use in pricing an asset or liability. We utilize a three-tier fair value hierarchy, which prioritizes the inputs
used in measuring fair value. These tiers include: Level 1, defined as observable inputs such as quoted prices in active markets; Level 2,
defined as inputs other than quoted prices in active markets that are either directly or indirectly observable; and Level 3, defined as
unobservable inputs in which little or no market data exists, therefore requiring an entity to develop its own assumptions.

A summary of our investments classified as available for sale and carried at fair value, is as follows:

 As of March 31, 2017

(In thousands)
Amortized

Cost  

Gross
unrealized

gains in
Accumulated

OCI  

Gross
unrealized
losses in

Accumulated
OCI  

Fair
value

Common stock investments, available for sale $ 3,409  $ 671  $ (88)  $ 3,992
Total assets $ 3,409  $ 671  $ (88)  $ 3,992

 As of December 31, 2016

(In thousands)
Amortized

Cost  

Gross
unrealized

gains in
Accumulated

OCI  

Gross
unrealized
losses in

Accumulated
OCI  

Fair
value

Common stock investments, available for sale $ 3,409  $ 1,313  $ (194)  $ 4,528
Total assets $ 3,409  $ 1,313  $ (194)  $ 4,528

Any future fluctuation in fair value related to our available for sale investments that is judged to be temporary, and any recoveries of
previous temporary write-downs, will be recorded in Accumulated other comprehensive income (loss). If we determine that any future
valuation adjustment was other-than-temporary, we will record a loss during the period such determination is made.

As of March 31, 2017, we have money market funds that qualify as cash equivalents, forward foreign currency exchange contracts for
inventory purchases (refer to Note 9) and contingent consideration related to the acquisitions of CURNA, OPKO Diagnostics, OPKO
Health Europe, and OPKO Renal that are required to be measured at fair value on a recurring basis. In addition, in connection with our
investment and our consulting agreements with Neovasc and BioCardia, we record the related Neovasc and BioCardia options at fair value
as well as the warrants from COCP, ARNO, Sevion, MabVax, InCellDx, Inc., Xenetic and RXi.
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 March 31, 2017

(In thousands)
Contingent

consideration  

Embedded
conversion

option
Balance at December 31, 2016 $ 45,076  $ 16,736

Total losses for the period:    
Included in results of operations 2,371  (4,945 )
Foreign currency impact 5  —

Balance at March 31, 2017 $ 47,452  $ 11,791

The estimated fair values of our financial instruments have been determined by using available market information and what we
believe to be appropriate valuation methodologies. We use the following methods and assumptions in estimating fair value:

Contingent consideration – We estimate the fair value of the contingent consideration utilizing a discounted cash flow model for the
expected payments based on estimated timing and expected revenues. We use several discount rates depending on each type of contingent
consideration related to OPKO Diagnostics, CURNA, OPKO Health Europe and OPKO Renal transactions. If estimated future sales were
to decrease by 10%, the contingent consideration related to OPKO Renal, which represents the majority of our contingent consideration
liability, would decrease by $2.7 million. As of March 31, 2017, of the $47.5 million of contingent consideration, $0.3 million is recorded
in Accrued expenses and $47.1 million is recorded in Other long-term liabilities. As of December 31, 2016, of the $45.1 million of
contingent consideration, $0.3 million is recorded in Accrued expenses and $44.8 million is recorded in Other long-term liabilities.

Embedded conversion option  – We estimate the fair value of the embedded conversion option related to the 2033 Senior Notes using
a binomial lattice model. Refer to Note 6 for detail description of the binomial lattice model and the fair value assumptions used.

27
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NOTE 11 COMMITMENTS AND CONTINGENCIES

In connection with our acquisitions of CURNA, OPKO Diagnostics, OPKO Health Europe, and OPKO Renal, we agreed to pay
fu�
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At March 31, 2017, we were committed to make future purchases for inventory and other items in 2017 that occur in the ordinary
course of business under various purchase arrangements with fixed purchase provisions aggregating $82.7 million.

NOTE 12 STRATEGIC ALLIANCES

Vifor Fresenius Medical Care Renal Pharma Ltd

We plan to develop a portfolio of product candidates through a combination of internal development and external partnerships. In
May 2016, EirGen, our wholly-owned subsidiary, and Vifor Fresenius Medical Care Renal Pharma Ltd (“VFMCRP”), entered into a
Development and License Agreement (the “VFMCRP Agreement”) for the development and marketing of Rayaldee (the “Product”)
worldwide, except for (i) the United States, (ii) any country in Central America or South America (excluding Mexico), (iii) Russia, (iv)
China, (v) Japan, (vi) Ukraine, (vii) Belorussia, (viii) Azerbaijan, (ix) Kazakhstan, and (x) Taiwan (the “Territory”). The license to
VFMCRP potentially covers all therapeutic and prophylactic uses of the Product in human patients (the “Field”), provided that initially the
license is for the use of the Product for the treatment or prevention of secondary hyperparathyroidism related to patients with stage 3 or 4
chronic kidney disease and vitamin D insufficiency/deficiency (the “Initial Indication”).

Under the terms of the VFMCRP Agreement, EirGen granted to VFMCRP an exclusive license in the Territory in the Field to use
certain EirGen patents and technology to make, have made, use, sell, offer for sale, and import Products and to develop, commercialize,
have commercialized, and otherwise exploit the Product. EirGen received a non-refundable and non-creditable initial payment of $50
million. EirGen is also eligible to receive up to an additional $37 million in regulatory milestones (“Regulatory Milestones”) and $195
million in launch and sales-based milestones (“Sales Milestones”), and will receive tiered, double digit royalty payments or a minimum
royalty, whichever is greater, upon the commencement of sales of the Product within the Territory and in the Field.

As part of the arrangement, the companies will share responsibility for the conduct of trials specified within an agreed-upon
development plan, with each company leading certain activities within the plan. EirGen will lead the manufacturing activities within and
outside the Territory and the commercialization activities outside the Territory and outside the Field in the Territory and VFMCRP will
lead the commercialization activities in the Territory and the Field. For the initial development plan, the companies have agreed to certain
cost sharing arrangements. VFMCRP will be responsible for all other development costs that VFMCRP considers necessary to develop the
Product for the use of the Product for the Initial Indication in the Territory in the Field except as otherwise provided in the VFMCRP
Agreement.

The VFMCRP Agreement will remain in effect with respect to the Product in each country of the Territory, on a country by country
basis, until the date on which VFMCRP shall have no further payment obligations to EirGen under the terms of the VFMCRP Agreement,
unless earlier terminated pursuant to the VFMCRP Agreement. VFMCRP’s royalty obligations expire on a country-by-country and
product-by-product basis on the later of (i) � couatet-Agreria�t ns expi

 iaቐ�t㊁─AAA al develMl) � couet-Agrn ngan thentcountry of t ��rcouatet-Agre havspeoter  and thee oouep h otiend sn,ati  forthe VFet-Agrn the VFntry of (iry f he out n  foA

pr ra li xpyir of  VFet-Agrned i xpr g ercializ ry fo thentcountry of F ice u on in the minated  in ) aidertthein  mil Indthch cou theitth asct CRP’s  t er tinaty o　o ce  minated

Prd VFMCRP Agreement. Prn, VFMCRP conll havun,ve no VF) ai  ce  minatedfortVFMCRP Agreement. 

V

:e ─te. 

te-脥�y� r　 erm�`nde�  if (irye-脥�nlyic��trh -脥�sut㊁─

prgerciacun,r of  VFet- in thЀ . 

Pr dth-脥�t�က� eme�y o�certai. ga w耀 �ehe� cothaelhyrinatty o　iaft  certai eb倀r-脥�� �e h� mi ity o sct CϠ�o A(ir o  in thЀ . 

��� �bP� �� �� �� �� �� �	 �� �< ���� � �� �� �� �G �	 �� � �� ��



Table of Contents



Table of Contents

For revenue recognition purposes, we viewed the Pfizer Transaction as a multiple-element arrangement. Multiple-element
arrangements are analyzed to determine whether the various performance obligations, or elements, can be separated or whether they must
be accounted for as a single unit of accounting. We evaluated whether a delivered element under an arrangement has standalone value and
qualifies for treatment as a separate unit of accounting. Deliverables that do not meet these criteria are not evaluated separately for the
purpose of revenue recognition. For a single unit of accounting, payments received are recognized in a manner consistent with the final
deliverable. We determined that the deliverables under the Pfizer Transaction, including the licenses granted to Pfizer, as well as our
obligations to provide various research and development services, will be accounted for as a single unit of account. This determination was
made because the ongoing research and development services to be provided by us are essential to the overall arrangement as we have
significant knowledge and technical know-how that is important to realizing the value of the licenses granted. 
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In April 2013, we entered into a series of concurrent transactions with Pharmsynthez, a Russian pharmaceutical company traded on
the Moscow Stock Exchange pursuant to which we acquired an equity method investment in Pharmsynthez (ownership 9%). We also
granted rights to certain technologies in the Russian Federation, Ukraine, Belarus, Azerbaijan and Kazakhstan (the “Territories”) to
Pharmsynthez and agreed to perform certain development activities. We will receive from Pharmsynthez royalties on net sales of products
incorporating the technologies in the Territories, as well as a percentage of any sublicense income from third parties for the technologies in
the Territories.

In July 2015, we entered into a Note Purchase Agreement with Pharmsynthez pursuant to which we delivered $3.0 million to
Pharmsynthez in exchange for a $3.0 million note (the “Pharmsynthez Note Receivable”). The Pharmsynthez Note Receivable will be
settled in 2017 and Pharmsynthez may satisfy the note either in cash or shares of its capital stock. We recorded the Pharmsynthez Note
Receivable within Other current assets and prepaid expenses in our Condensed Consolidated Balance Sheet.

RXi Pharmaceuticals Corporation

In March 2013, we completed the sale to RXi of substantially all of our assets in the field of RNA interference (the “RNAi Assets”)
(collectively, the “Asset Purchase Agreement”). Pursuant to the Asset Purchase Agreement, RXi will be required to pay us up to $50.0
million in milestone payments upon the successful development and commercialization of each drug developed by RXi, certain of its
affiliates or any of its or their licensees or sublicensees utilizing patents included within the RNAi Assets (each, a “Qualified Drug”). In
addition, RXi will also be required to pay us royalties equal to: (a) a mid single-digit percentage of “Net Sales” (as defined in the Asset
Purchase Agreement) with respect to each Qualified Drug sold for an ophthalmologic use during the applicable “Royalty Period” (as
defined in the Asset Purchase Agreement); and (b) a low single-digit percentage of net sales with respect to each Qualified Drug sold for a
non-ophthalmologic use during the applicable Royalty Period.

Other

We have completed strategic deals with numerous institutions and commercial partners. In connection with these agreements, upon
the achievement of certain milestones we are obligated to make certain payments and have royalty obligations upon sales of products
developed under the license agreements. At this time, we are unable to estimate the timing and amounts of payments as the obligations are
based on future development of the licensed products.

NOTE 13 SEGMENTS

We manage our operations in two reportable segments, pharmaceutical and diagnostics. The pharmaceutical segment consists of our
pharmaceutical operations we acquired in Chile, Mexico, Ireland, Israel and Spain and our pharmaceutical research and development. The
diagnostics segment primarily consists of our clinical laboratory operations we acquired through the acquisitions of BioReference and
OPKO Lab and our point-of-care operations. There are no significant inter-segment sales. We evaluate the performance of each segment
based on operating profit or loss. There is no inter-segment allocation of interest expense and income taxes.
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RESULTS OF OPERATIONS

FOR THE THREE MONTHS ENDED MARCH 31, 2017 AND 2016

Revenues. Revenues for the three months ended March 31, 2017 increased $5.1 million compared to the prior year period. Revenues
for the three months ended March 31, 2017 and 2016 were as follows:

Revenues For the three months ended March 31,   
(In thousands) 2017  2016  Change

Revenue from services $ 255,286  $ 252,522  $ 2,764
Revenue from products 22,231  19,899  2,332
Revenue from transfer of intellectual property and other 18,579  18,616  (37)
Total revenues $ 296,096  $ 291,037  $ 5,059

The increase in Revenue from services is attributable to an increase in revenue from BioReference. The increase in Revenue from
products principally reflects an increase in revenue from OPKO Chile. Revenue from transfer of intellectual property for the three months
ended March 31, 2017 and 2016 principally reflects $17.7 million of revenue related to the Pfizer Transaction. We are recognizing the non-
refundable $295.0 million upfront payments received in the Pfizer Transaction on a straight-line basis ove�
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sensitivity analysis of the primary endpoint and related secondary endpoints. Upon completion of the data sensitivity analysis, we plan to
discuss the study results and outlier analysis with the regulatory authorities to determine next steps in obtaining regulatory approval.

We are constructing a research, development and manufacturing center in Waterford, Ireland, for which we expect to incur between
$30 million and $40 million for the construction and validation of the facility. Construction of the facility began in the fourth quarter of
2016 with expected completion in 2019. Currently, we plan to fund the project from cash on hand or from third party funding sources that
may be available to us.

Our licensee, TESARO, received approval by the U.S. FDA in September 2015 for oral VARUBI™, a neurokinin-1 receptor
antagonist for the prevention of chemotherapy-induced nausea and vomiting. In November 2015, TESARO announced the commercial
launch of VARUBI™ in the United States. We are eligible to receive milestone payments of up to $30.0 million (of which $20.0 million
has been received to date) upon achievement of certain regulatory and commercial sale milestones and additional commercial milestone
payments of up to $85.0 million if specified levels of annual net sales are achieved. TESARO is also obligated to pay us tiered royalties on
annual net sales achieved in the United States and Europe at percentage rates that range from the low double digits to the low twenties, and
outside of the United States and Europe at low double-digit percentage rates.

2033 Senior Notes. In January 2013, we issued $175.0 million of the 2033 Senior Notes. The 2033 Senior Notes were sold in a private
placement in reliance on exemptions from registration under the Securities Act. At March 31, 2017, $31.9 million principal amount of 2033
Senior Notes was outstanding.

In connection with our acquisitions of CURNA, OPKO Diagnostics, OPKO Health Europe and OPKO Renal, we agreed to pay future
consideration to the sellers upon the achievement of certain events, including up to an additional $19.1 million in shares of our Common
Stock to the former stockholders of OPKO Diagnostics upon and subject to the achievement of certain milestones; and up to an additional
$125.0 million in either shares of our Common Stock or cash, at our option subject to the achievement of certain milestones, to the former
shareholders of OPKO Renal.

On November 5, 2015, BioReference and certain of its subsidiaries entered into a credit agreement with JPMorgan Chase Bank, N.A.
(“CB”), as lender and administrative agent, as amended (the “Credit Agreement”). The Credit Agreement provides for a $175.0 million
secured revolving credit facility and includes a $20.0 million sub-facility for swingline loans and a $20.0 million sub-facility for the
issuance of letters of credit. BioReference may increase the credit facility to up to $275.0 million on a secured basis, subject to the
satisfaction of specified conditions. The Credit Agreement matures on November 5, 2020 and is guaranteed by all of BioReference’s
domestic subsidiaries. The Credit Agreement is also secured by substantially all assets of BioReference and its domestic subsidiaries, as
well as a non-recourse pledge by us of our equity interest in BioReference. Availability under the Credit Agreement is based on a
borrowing base comprised of eligible accounts receivables of BioReference and certain of its subsidiaries, as specified therein.

On March 17, 2017, BioReference and certain of its subsidiaries entered into Amendment No. 3 to Credit Agreement, which amended
the Credit Agreement to permit BioReference and its subsidiaries to dividend cash to the Company in the form of an intercompany loan, in
an aggregate amount not to exceed $55,000,000. The other terms of the Credit Agreement remain unchanged.

As of March 31, 2017, the total availability under our Credit Agreement with CB and our lines of credit with financial institutions in
Chile and Spain was $151.5 million, of which $47.6 million was used and outstanding as of March 31, 2017. The weighted average interest
rate on these lines of credit is approximately 4.2%. These lines of credit are short-term and are used primarily as a source of working
capital. The highest balance at any time during the three months ended March 31, 2017, was $47.6 million. We intend to continue to enter
into these lines of credit as needed. There is no assurance that these lines of credit or other funding sources will be available to us on
acceptable terms, or at all, in the future.

We expect to continue to incur substantial research and development expenses, including expenses related to the hiring of personnel
and additional clinical trials. We expect that selling, general and administrative expenses will also increase as we expand our sales,
marketing and administrative staff and add infrastructure.

We believe that the cash and cash equivalents on hand at March 31, 2017, and the amounts available to be borrowed under our lines
of credit are sufficient to meet our anticipated cash requirements for operations and debt service beyond the next 12 months. We based this
estimate on assumptions that may prove to be wrong or are subject to change, and we may be required to use our available cash resources
sooner than we currently expect. If we acquire additional assets or companies, accelerate our product development programs or initiate
additional clinical trials, we will need additional funds. Our future cash requirements will depend on a number of factors, including our
relationship with Pfizer, success of the commercial launch of Rayaldee, BioReference's financial performance, possible acquisitions, the
continued progress of research and development
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

We are, from time to time party to various legal proceedings arising out of our business. During the reporting period, except as set
forth below, there have been no material changes to the description of legal proceedings set forth in our Annual Report on Form 10-K for
the year ended December 31, 2016.

In April 2017, the Civil Division of the United States Attorney’s Office for the Southern District of New York (the “SDNY”)
informed BioReference that it believes that, from 2006 to the present, BioReference had, in violation of the False Claims Act, improperly
billed Medicare and Tricare (both are federal government health care programs) for clinical laboratory services provided to hospital
inpatient beneficiaries at certain hospitals. BioReference is reviewing and assessing the allegations made by the SDNY, and, at this point,
BioReference has not determined whether there is any merit to the SDNY’s claims nor can it determine the extent of any potential liability.
While management cannot predict the outcome of these matters at this time, the ultimate outcome could be material to our business,
financial condition, results of operations, and cas� ondcann� cond m x h adTbhfinancion, resul h ca r ud Dial to varis aYi ns, re cert npaio t’seeme,n  the descld tah e p o mFor enBaY─�s,he Ds r Ntain our Annuann eport on For  10-Kn of the year ended December 31, haedelte coe  go aslths d Dito our businhatfinancss, nl condition, results of operationnd cas� ons, aof t is orti d Tcome to ooutrt s, andhospiorsnls. 
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Item 6. Exhibits

Exhibit 3.1(1) Amended and Restated Certificate of Incorporation.
Exhibit 3.2(2) Amended and Restated By-Laws.
Exhibit 3.3(3) Certificate of Designation of Series D Preferred Stock.
Exhibit 4.3(4) Indenture, dated as of January 30, 2013, between OPKO Health, Inc. and Wells Fargo Bank, National

Association.
Exhibit 31.1 Certification by Phillip Frost, Chief Executive Officer, pursuant to Rule 13a-14(a) and 15d-14(a) of the

Securities and Exchange Act of 1934 as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
for the quarterly period ended March 31, 2017.

Exhibit 31.2 Certification by Adam Logal, Chief Financial Officer, pursuant to Rule 13a-14(a) and 15d-14(a) of the
Securities and Exchange Act of 1934 as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
for the quarterly period ended March 31, 2017.

Exhibit 32.1 Certification by Phillip Frost, Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 for the quarterly period ended March 31, 2017.

Exhibit 32.2 Certification by Adam Logal, Chief Financial Officer, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 for the quarterly period ended March 31, 2017.

Exhibit 10.21(5) Amendment No. 3 to Credit Agreement, dated as of March 17, 2017, among BioReference Laboratories, Inc.
and certain of its subsidiaries and JPMorgan Chase Bank, N.A.

Exhibit 101.INS XBRL Instance Document
Exhibit 101.SCH XBRL Taxonomy Extension Schema Document
Exhibit 101.CAL XBRL Taxonomy Extension Calculation Linkbase Document
Exhibit 101.DEF XBRL Taxonomy Extension Definition Linkbase Document
Exhibit 101.LAB XBRL Taxonomy Extension Label Linkbase Document
Exhibit 101.PRE XBRL Taxonomy Extension Presentation Linkbase Document

(1) Filed with the Company’s Quarterly Report on Form 10-Q filed with the Securities and Exchange Commission on November 12,
2013 for the Company’s three month period ended September 30, 2013, and incorporated herein by reference.

(2) Filed with the Company’s Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 31, 2008, and
incorporated herein by reference.

(3) Filed with the Company’s Current Report on Form 8-K filed with the Securities and Exchange Commission on September 24, 2009,
and incorporated herein by reference.

(4) Filed with the Company’s Current Report on Form 8-K filed with the Securities and Exchange Commission on February 5, 2013, and
incorporated herein by reference.

(5) Filed with the Company’s Current Report on Form 8-K filed with the Securities and Exchange Commission on March 23, 2017, and
incorporated herein by reference.
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Exhibit 31.2

CERTIFICATIONS

I, Adam Logal, certify that:

(1) I have reviewed this Quarterly Report on Form 10-Q of OPKO Health,

Inc.;

(2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with

respect to the period covered by this report;

(3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented

in this report;

(4) The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls andsurening disclose controls rtifying ofeir  s)entrd�ir� a d�ir g wiand maintaure io maint �ကo mmaintclforaows ing wleㄥ�d cash flowtifyiablir� a d�r  sga wiand maintaure io �怀�aint �ကo �怀�maont�sented
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Exhibit 32.1

Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

(Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code)

Pursuant to 18 U.S.C. Section 1350, as adopted pursuant Section 906 of the Sarbanes-Oxley Act of 2002, I, Phillip Frost, Chief Executive

Officer of OPKO Health, Inc. (the “Company”), hereby certify that:

The Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2017 (the “Form 10-Q”) of the Company fully compe Sl C甀 10 (the “Compa“Co uro pm tods-Oxle�ulthe Sarb Q  ft  Q y fully cthe ᨀn “ Comp ff“  SfiPhilli o�su01ly crlyO rtarbtofr 7 ( ly c the Compa C甀ɐ�─� Mo uro tm
xle�s  “ MO rtch  “ t90─�c蝐�i �sly c H� uh  “ to “ rb01t90  e�ule



Exhibit 32.2

Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

(Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code)

Pursuant to 18 U.S.C. Section 1350, as adopted pursuant Section 906 of the Sarbanes-Oxley Act of 2002, I, Adam Logal, Chief Financial

Officer of OPKO Health, Inc. (the “Company”), hereby certify that:

The Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2017 (the “Form 10-Q”) of the Company fully complies with

the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, and the information contained in the Form 10-Q fairly

presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 9, 2017 /s/ Adam Logal
 Adam Logal

 
Senior Vice President, Chief Financial Officer
Chief Accounting Officer and Treasurer


