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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains “forward-looking statements,” as that term is defined under the Private Securities
Litigation Reform Act of 1995 (“PSLRA”), Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended (the “Securities Act”). Forward-looking statements include statements about our expectations, beliefs
or intentions regarding our product development efforts, business, financial condition, results of operations, strategies or prospects. You can
identify forward-looking statements by the fact that these statements do not relate strictly to historical or current matters. Rather, forward-
looking statements relate to anticipated or expected events, activities, trends or results as of the date they are made. Because forward-
looking statements relate to matters that have not yet occurred, these statements are inherently subject to risks and uncertainties that could
cause our actual results to differ materially from any future results expressed or implied by the forward-looking statements. Many factors
could cause our actual activities or results to differ materially from the activities and results anticipated in forward-looking statements.
These factors include those described below and in “Item 1A-Risk Factors” of our Annual Report on Form 10-K for the year ended
December 31, 2017, and described from time to time in our other reports filed with the Securities and Exchange Commission. We do not
undertake an obligation to update forward-looking statements. We intend that all forward-looking statements be subject to the safe-harbor
provisions of the PSLRA. These forward-looking statements are only predictions and reflect our views as of the date they are made with
respect to future events and financial performance.

Risks and uncertainties, the occurrence of which could adversely affect our business, include the following:

• we have a history of losses and may not generate sustained positive cash flow sufficient to fund our operations and research and
development programs;

• the risks inherent in developing, obtaining regulatory approvals for and commercializing new, commercially viable and
competitive products and treatments;

• our research and development activities may not result in commercially viable
products;

• that earlier clinical results of effectiveness and safety may not be reproducible or indicative of future
results;

• that we may fail to obtain regulatory approval for hGH-CTP or successfully commercialize Rayaldee and hGH-
CTP;

• that we may not generate profits or cash flow from our laboratory operations or substantial revenue from our pharmaceutical and
diagnostic products;

• that currently available over-the-counter and prescription products, as well as products under development by others, may prove to
be as or more effective than our products for the indications being studied;

• our ability to build a successful pharmaceutical sales and marketing
infrastructure;

• our ability and our distribution and marketing partners’ ability to comply with regulatory requirements regarding the sales,
marketing and manufacturing of our products and product candidates and the operation of our laboratories;

• the performance of our third-party distribution partners, licensees and manufacturers over which we have limited
control;

• our success is dependent on the involvement and continued efforts of our Chairman and Chief Executive
Officer;

• integration challenges for Transition Therapeutics, BioReference, EirGen and other acquired
businesses;

• changes in regulation and policies in the United States and other countries, including increasing downward pressure on healthcare
reimbursement;

• our ability to manage our growth and our expanded
operations;

• increased competition, including price
competition;

• changing relationships with payers, including the various state and multi-state Blues programs, suppliers and strategic
partners;

• efforts by third-party payors to reduce utilization and reimbursement for clinical testing
services;

• failure to timely or accurately bill and collect for our
services;

• failure in our information technology systems, including cybersecurity attacks or other data security or privacy
incidents;

• failure to obtain and retain new clients and business partners, or a reduction in tests ordered or specimens submitted by existing
clients;

• failure to establish, and perform to, appropriate quality standards to assure that the highest level of quality is observed in the
performance of our testing services;

• failure to maintain the security of patient-related
information;

• our ability to obtain and maintain intellectual property protection for our
products;

• our ability to defend our intellectual property rights with respect to our
products;

• our ability to operate our business without infringing the intellectual property rights of
others;

• our ability to attract and retain key scientific and management
personnel;



• our need for, and ability to obtain, additional
financing;

• adverse results in material litigation matters or governmental
inquiries;
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• failure to obtain and maintain regulatory approval outside the
U.S.;

• 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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PART I. FINANCIAL INFORMATION
Unless the context otherwise requires, all references in this Quarterly Report on Form 10-Q to the “Company”, “OPKO”, “we”,

“our”, “ours”, and “us” refer to OPKO Health, Inc., a Delaware corporation, including our wholly-owned subsidiaries.

Item 1. Financial Statements
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OPKO Health, Inc. and Subsidiaries
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

NOTE 1 BUSINESS AND ORGANIZATION
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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 equity
securities as of March 31, 2018 and D
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deliver the redemption notice. The redemption price will equal 100% of the principal amount of the 2033 Senior Notes to be redeemed,
plus any accrued and unpaid interest to but not including the redemption date. On or after February 1, 2019, we may redeem for cash any or
all of the 2033 Senior Notes at a redemption price of 100% of the principal amount of the 2033 Senior Notes to be redeemed, plus any
accrued and unpaid interest up to but not including the redemption date.

The terms of the 2033 Senior Notes, include, among others: (i) rights to convert into shares of our Common Stock, including upon a
fundamental change; and (ii) a coupon make-whole payment in the event of a conversion by the holders of the 2033 Senior Notes on or
after February 1, 2017 but prior to February 1, 2019. We determined that these specific terms were considered to be embedded derivatives.
Embedded derivatives are required to be separated from the host contract, the 2033 Senior Notes, and carried at fair value when: (a) the
embedded derivative possesses economic characteristics that are not clearly and closely related to the economic characteristics of the host
contract; and (b) a separate, stand-alone instrument with the same terms would qualify as a derivative instrument. We concluded that the
embedded derivatives within the 2033 Senior Notes meet these criteria and, as such, were valued separate and apart from the 2033 Senior
Notes and recorded at fair value each reporting period.

For accounting and financial reporting purposes, we combined these embedded derivatives and valued them together as one unit of
accounting.

The change in derivative income for the three months ended March 31, 2017 related to the embedded derivatives was $3.2 million
and the fair value at that date was $13.6 million. In 2017, certain terms of the embedded derivatives expired pursuant to the original
agreement and the embedded derivatives no longer met the criteria to be separated from the host contract and, as a result, the embedded
derivatives are no longer required to be valued separate and apart from the 2033 Senior Notes and were reclassified to additional paid in
capital. Accordingly, there was no derivative income (loss) for the three months � one unit of  r a resultþe 
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require BioReference to maintain a minimum fixed charge coverage ratio and provide certain increased reporting under the Credit
Agreement and (ii) CB’s right, as agent for the lenders under the Credit Agreement, to exercise sole dominion over funds held in certain
accounts of BioReference. The other terms of the Credit Agreement remain unchanged.

The Credit Agreeemai.TheC
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NOTE 10 RELATED PARTY TRANSACTIONS

In February 2018, we issued the 2023 Convertible Notes in the aggregate principal amount of $55.0 million. Refer to Note 6.
Purchasers of the 2023 Convertible Notes include an affiliate of Dr. Phillip Frost, M.D., our Chairman and Chief Executive Officer, and Dr.
Jane H. Hsiao, Ph.D., MBA, our Vice-Chairman and Chief Technical Officer.

We hold investments in Zebra (ownership 29%), Neovasc (1%), ChromaDex Corporation (0%), MabVax (2%), COCP (9%), NIMS
(1%) and BioCardia (5%). These investments were considered related party transactions as a result of our executive management’s
ownership interests and/or board representation in these entities. See further discussion of our investments in Note 5.

In February 2018, we invested an additional $1.0 million in COCP for a convertible note, which is convertible into 123,456 shares of
its common stock. In April 2017, we invested an additional $1.0 million in COCP for 138,889 shares of its common stock, and in August
2016, we had invested an additional $2.0 million in COCP for 162,602 shares of its common stock.

In November 2017, we invested an additional $3.0 million in Neovasc for 2,054,794 shares of its common stock, 2,054,794 Series A
warrants, 2,054,794 Series B warrants and 822,192 Series C warrants.

In July 2017, we invested an additional $0.1 million in MabVax for 50,714 shares of common stock and in May 2017, we invested an
additional $0.5 million in MabVax for 1,667 shares of Series L Preferred Stock and 107,607 shares of Series I Preferred Stock.

In November 2016, we entered into a Pledge Agreement with the Museum of Science, Inc. and the Museum of Science Endowment
Fund, Inc. pursuant to which we will contribute an aggregate of $1.0 million over a four-year period for constructing, equipping and the
general operation of the Frost Science Museum. Dr. Frost and Mr. Pfenniger serve on the Board of Trustees of the Frost Science Museum
and Mr. Pfenniger is the Vice Chairman of the Board of Trustees.

We lease office space from Frost Real Estate Holdings, LLC (“Frost Holdings”) in Miami, Florida, where our principal executive
offices are located. Effective January 1, 2017, we entered into an amendment to our lease agreement with Frost Holdings. The lease, as
amended, is for approximately 29,500 square feet of space. The lease provides for payments of approximately $81 thousand per month in
the first year increasing annually to $86 thousand per month in the third year, plus applicable sales tax. The rent is inclusive of operating
expenses, property taxes and parking.

Our wholly-owned subsidiary, BioReference, purchases and uses certain products acquired from InCellDx, Inc., a company in which
we hold a 29% minority interest.

We reimburse Dr. Frost for Company-related use by Dr. Frost and our other executives of an airplane owned by a company that is
beneficially owned by Dr. Frost. We reimburse Dr. Frost for out-of-pocket operating costs for the use of the airplane by Dr. Frost or
Company executives for Company-related business. We do not reimburse Dr. Frost for personal use of the airplane by Dr. Frost or any
other executive. For the three months ended March 31, 2018 and 2017, we recognized approximately $79 thousand and $20 thousand,
respectively, for Company-related travel by Dr. Frost and other OPKO executives.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS.

OVERVIEW

You should read this discuss



�p� �€�•��� �p���` � �0�€�•�0�€� �@��� �Ð�•��� �`�€ �� �`�€ �° ���@�0���ð�€ �à� �� �€ �@�`���` ���`���` �@�����`�•�€ �à���` � �`���à�������`�•�0�@�•�` �`�À� �°�`�À�Ð� �P�`�0�à���`�À�Ð� �À�� �p�p�•�`�€ �P �à�•���°�p�0�À�p�ð�°���P�`���P�€�P�•�`�����•���p�@� �•�€ �•�@��� �`�`� �À�0�€ �P �0�����Ð�€ �p�0�@�p�ð�@� ���`� �@�P �p�P �`�p�€ �P � �0���0 � �•�P �`���Ð�€�Ð�`�����•�à�•�0�À�•���p�ð� �à ���P�°�à� �€� � � �@�•�P�ð � �€�•�P���@� �°�À�`�€�@�`���À� �P �0���€ �À�•���p�À�€ �€ ���ð�•�€ �ð� � �•�•�`�€ �P �à�•���€ �ð�p�0� �P �€ �P � �0���à �•�€ �À� �@�•�����0�@�•�ð���€ �À�P � ���à �•�€ �À� �@�`�����•���À�p�à�•���ð�•�à�P � �•�@��� �À�ð���`� �0�@�•�0� �•�@���`� �0� � �€ �P �@�p�€ �•�@�����P �0�p�0�`�P �p�€ ���Ð�€ �p�€ �•�à �•�0�€ � ���p� �ð���€ �À�•

�°�•�p�ð� ���•�0�@�•�@���ð�•�`�•�à � �•�ð���à�P�`���P�€�P� ���p�0�@���P�€�P�Ð�`���p�0�@���p�•�•�€ �P �`�p� �€ �•���P �0�€ �•�ð�P �à ���•�•�ð�P � �@� �����P �€ �À�P �0���€ �À� � �•���°�•�p�ð� �`���p� ���P �p���0 � �•�P �`���Ð�€�Ð���À�p�@��� �•�•�0���•�p�p�•�`�€ �P �à�•���p� �ð���€ �À� � �•

�•�•�ð�P � �@� �•����� �ð���p�À�ð�€ �À�•�ð���@�P � �`�À� � �P � �0��� �0���€ �À�•���P �à �•�p�`�€ ��� �p���p�@� �•�€ �P �0�����0 � �•�P �`���Ð�€�Ð�`���ð�•�p�•�ð���€ � ���°� �€ �•���P���€ � ���€ �À�•���`� �0�@�•�0� �•�@���`� �0� � �€ �P �@�p�€ �•�@�����P �0�p�0�`�P �p�€ ���Ð�€ �p�€ �•�à �•�0�€ � �•

�@�P���P� ���P�À��� �ð ���€�À�•���€�À�ð �•�•���à� �0�€�À� 

���•�0�@�•�@���€

�p�ð �`�À���à�P�`

��

��

�@ � �0���€�À� �À� 

�p�0�@� 

�`

�P�€�P�• ��

�P�€�P�  ��

�`�À�p�0���•

���•�à�•�0�À�•���p�ð� �à ��� �•�ð�à�P �`�•� �p �P�P�P�`�à�P�ð ��

�p �P�P�•�`�ð�@�ð ��

�p �@�P� �`�P�à�€ �`

���•�à�•�0�À�•���p�ð� �à ���•�ð� �@�À�`�€ � �P� �`�•�ð�P

��

�P�P�`�P�à�P

��

�ð�`�Ð�P�€

���•�à�•�0�À�•���p�ð� �à ���€ �ð�p�0� �p�•�ð��� �p���P �0�€ �•�€ �€ �•�`�€ �À�p�€ ���•�ð� �•�•�ð�€ �°���p�0�@��� �€ �À�•�ð�P�ð�`� �@�•

��

�P�ð�`�Ð�€�Ð

��

�P�@�P�0 � �€ �p�€ ���ð�•�à�•�0�À�•� �p�P�ð�@�`�0�P�@

��

�p�P�Ð�Ð�`�à�•�P

��

�p�@�P�P�`�@�Ð�•�`�0 �À�•���@�•�`�ð�•�p� �•���P �0�����•�à�•�0�À�•���p�ð� �à�p

�p�P�ð�@�@�`�€ �À�p�€ ���•�ð� �•�• ���•

�`����� �ð�P �0�0�€ � �ð

�À�p�À�p

� �à

�`�À���à�P�`

�p�P�ð�@�@�`�€ �À�p���•�`�€�p�P�•�.�P ���À�À���p�.�P ���À

���À

�����È��È��È��È��Ó�� �à�•���p� �ð���€ �À� � � 

���•�0�@�€�Ð

�p�P�Ð�p�p �€�p� �ð� �€ ���•�0 � �•�P��� �p��

� �"�@�0� �€ �À�

�"�@�0� �€ �À��P�`�@�Ð � ��p�`�p���•�€ �ð�p	�0�@�€ �0 � ���� ���€ �p

�ð�p� �à ��

�0�À�•���p�•�p���`�€ �À�p�•�`�p�€�@�€ �ð��p�.�P �à�•�0�À�•���p�ð� �à��� �p�•��p�•�`�€ �p

�@�p�P� ���P�€

��0�P�P�`�@�Ð�p

�P�P�`�@�Ð�p�à �p�p�@��€ �À�

��P�`

�R`��ð

��

�À�p�@�p

��

�p�€ �À���� �P�`

��

�À�p�P�@

���P�@

�•�`�•�•�•�•�•�•�•

���Ð�•�p �ð�p	�0�À�•

�•�T�p�P�P

�`

�`�À

�@�€ �p

�€ �À

�•�p����T �ð�p	�0�0�€�0�À�� �ð�p

�0�À�•

�•

� 9�p

��€ �ð�p	�0�0� ��P�€ �ð�(�@

�•������@�Ð

������ð�P �0�0�€ � �ð

�À�p�À�p

� �à

��ð

�`�p

�`

�`�À

�•�p

�P�@

�•�`�•�•�•�•�•�•

�Ð�à

��ð

�P�P�`�@��•�

�p�p

�à �p�p�@��€ �À��ð

��P�`�P�P�`�€ �À

�`

�`�À

�@�€ �p

�p

�p�À�

�P�P

�p

���À��0

�`�À

�•�p

�p�p��À���`��P�P�p�P�P

�à

����Ð

�� �Ð

�ð���@

�•�`�•�•�•�•�•�•

�Ð�à

��ð�À

�0�0� �P�P�À��Ð

�0�0� �P�P�À��ð�������P�p��

�à

����Ð

�� �Ð

�ð���P�P� �P

����P�P

�à

����Ð

�� �Ð

�ð���À�p� �à

��ð

�`

�Ð

�à

�`�•��•�p�•�p�P�P�P�P

�à

����Ð

�� �Ð

�ð��

��•�`�•�•�•�•�•�•

���0�•�p

�•�À�•

�P�P�À���•�`�0�0� �P�P�À�•�Ð��

�0�0� �P�P�À��ð�������P�À�

�p

�Ð�P

�ð

�À��� �ð���@

�•

�•�•�•�•�•�•�À

�@

�P�P�•�Ð�à

��ð�P�P

�0�0� �P�P�À��•�Ð�0�0� �P�P�À��ð�������P�p

�Ð�P

�ð

�À

�`�À����

�

��
�Ð

��


�ð�p��ð�P�P�����S��•�•�Ð���S��•�•�•�p�• �ð���@�ð�0�p

�P�@�Ð�•�@�€ �ð

���À

�@�•

������@�Ð�•�P�P

�

��

�`�À������@�Ð�À

��P

�ð

�À

�`�p�ð

�

��
�p

�Ð�P

�ð

�À��� �ð� �•

�P�P�@���S��•�•�•

�`�À�@

�@�•

������@�•�Ð

�•�P�P �À

�



Table of Contents

(“PMAs”) for diagnostics tests, if any. Internal expenses include employee-related expenses including salaries, benefits and equity-based
compensation expense. Other internal research and development expenses are incurred to support overall research and development
activities and include expenses related to general overhead and facilities.

The following table summarizes the components of our research and development expenses:

Research and Development Expenses For the three months ended March 31,

 2018  2017

External expenses:    
Phase 3 clinical trials $ 3,778  $ 4,614
Manufacturing expense for biological products 11,294  6,394
PMA studies 59  —
Earlier-stage programs 3,166  1,994

Research and development employee-related expenses 8,651  6,666
Other internal research and development expenses 5,939  6,889

Total research and development expenses $ 32,887  $ 26,557

The increase in research and development expenses is primarily due to an increase in research and development expenses related to
hGH-CTP, a long acting human growth hormone which was outlicensed to Pfizer in 2015. Research and development expenses for the
three months ended March 31, 2018 and 2017 include equity-based compensation expense of $1.1 million and $1.4 million, respectively.
We expect our research and development expenses to increase as we continue to expand our research and development of potential future
products.

Contingent consideration. Contingent consideration expense for the three months ended March 31, 2018 and 2017, were $1.8 million
and $2.4 million, respectively. The contingent consideration expense for the three months ended March 31, 2018 and 2017, was primarily
attributable to an increase in the fair value of our contingent obligations for OPKO Renal due to the time value of money. The contingent
consideration liabilities at March 31, 2018 relate to potential amounts payable to former stockholders of CURNA, OPKO Diagnostics and
OPKO Renal pursuant to our acquisition agreements in January 2011, October 2011 and March 2013, respectively.
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LIQUIDITY AND CAPITAL RESOURCES

At March 31, 2018, we had cash and cash equivalents of approximately $99.9 million. Cash used in operations of $35.5 million
during 2018 principally reflects expenses related to general and administrative activities of our corporate operations, research and
development activities and commercialization activities related to Rayaldee. Cash used in investing activities primarily reflects capital
expenditures of $6.0 million. Cash provided by financing activities primarily reflects the issuance of $55.0 million of 2023 Convertible
Notes in February 2018. We have not generated sustained positive cash flow sufficient to offset our operating and other expenses and our
primary source of cash has been from the public and private placement of stock, the issuance of the 2033 Senior Notes and 2023
Convertible Notes and credit facilities available to us.

In February 2018, we issued the 2023 Convertible Notes in the aggregate principal amount of $55.0 million. The 2023 Convertible
Notes mature 5 years from the date of issuance. Each holder of a 2023 Convertible Note has the option, from time to time, to convert all or
any portion of the outstanding principal balance of such 2023 Convertible Note, together with accrued and unpaid interest thereon, into
shares of our Common Stock, par value $0.01 per share, at a conversion price of $5.00 per share of Common Stock (the “Shares”). We may
redeem all or any part of the then issued and outstanding 2023 Convertible Notes, together with accrued and unpaid interest thereon, pro
ratably among the holders, upon no fewer than 30 days, and no more than 60 days, notice to the holders. The 2023 Convertible Notes
contain customary events of default and representations and warranties of OPKO. We intend to use the proceeds of the 2023 Convertible
Notes for general corporate purposes.

The issuance of the 2023 Convertible Notes and the issuance of the Shares, if any, upon conversion thereof was not, and will not be,
respectively, registered under the Securities Act, pursuant to the exemption provided by Section 4(a)(2) thereof, and we have not agreed to
register the Shares if or when such Shares are issued. Purchasers of the 2023 Convertible Notes include an affiliate of Dr. Phillip Frost,
M.D., our Chairman and Chief Executive Officer, and Dr. Jane H. Hsiao, Ph.D., MBA, our Vice-Chairman and Chief Technical Officer.

On October 12, 2017, EirGen, our wholly-owned subsidiary, and Japan Tobacco Inc. (“JT”) entered into a Development and License
Agreement (the “JT Agreement”) granting JT the exclusive rights for the development and commercialization of Rayaldee in Japan (the “JT
Territory”). The license grant to JT covers the therapeutic and preventative use of Rayaldee for (i) SHPT in non-dialysis and dialysis
patients with CKD, (ii) rickets, and (iii) osteomalacia, as well as such additional indications as may be added to the scope of the license
subject to the terms of the JT Agreement. In connection with the transaction, OPKO received an initial upfront payment of $6 million, and
OPKO will receive another $6 million upon the initiation of OPKO’s planned phase 2 study for Rayaldee in dialysis patients in the U.S�rs 2 study for 
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financial performance compared to budgets, long-term financial plans, macroeconomic, industry and market conditions as well as the
substantial excess of fair value over the carrying value of net assets from the annual impairment test previously performed.

The estimated fair value of a reporting unit is highly sensitive to changes in projections and assumptions; therefore, in some instances,
changes in these assumptions could potentially lead to impairment. We perform sensitivity analyses around our assumptions in order to
assess the reasonableness of the assumptions and the results of our testing. Ultimately, future potential changes in these assumptions may
impact the estimated fair value of a reporting unit and cause the fair value of the reporting unit to be below its carrying value. We believe
that our estimates are consistent with assumptions that marketplace participants would use in their estimates of fair value. However, if
actual results are not consistent with our estimates and assumptions, we may be exposed to an impairment charge that could be material.

Intangible assets, net were $1.3 billion, including IPR&D of $646.4 million and $647.3 million, respectively, at March 31, 2018 and
December 31, 2017. Intangible assets are tested for impairment whenever events or changes in circumstances indicate that the carrying
amount of such assets may not be recoverable, although IPR&D is required to be tested at least annually until the project is completed or
abandoned. Upon obtaining regulatory approval, the IPR&D asset is then accounted for as a finite-lived intangible asset and amortized on a
straight-line basis over its estimated useful life. If the project is abandoned, the IPR&D asset is charged to expense.

IPR&D is tested for impairment by assessing qualitative factors or performing a quantitative analysis in determining whether it is
more likely than not that its fair value exceeds the carrying amount. If the carrying amount of the IPR&D exceeds its fair value, an
impairment loss shall be recognized in an amount equal to that excess. Intangible assets with defined lives are tested for impairment by a
comparison of the carrying amount of the asset to its estimated undiscounted future cash flows expected to be generated by the asset. If the
carrying amount of an asset exceeds its estimated undiscounted 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.

Intangible assets are highly vulnerable to impairment charges, particularly newly acquired assets for recently launched products and
IPR&D. These assets are initially measured at fair value and therefore any reduction in expectations used in the valuations could potentially
lead to impairment. Some of the more common potential risks leading to impairment include competition, earlier than expected loss of
exclusivity, pricing pressures, adverse regulatory changes or clinical trial results, delay or failure to obtain regulatory approval and
additional development costs, inability to achieve expected synergies, higher operating costs, changes in tax laws and other macro-
economic changes.

Considering the high risk nature of research and development and the industry’s success rate of bringing developmental compounds
to market, IPR&D impairment charges are likely to occur in future periods. IPR&D is closely monitored and assessed each period for
impairment indicators.

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 $17.3 million and $17.9 million for the three months
ended March 31, 2018 and 2017, respectively.

Revenue recognition. Effective January 1, 2018, we adopted Accounting Standards Codification Topic 606, Revenue from Contracts
with Customers. We generate revenues from services, products and intellectual property as follows:

Revenue from services. Revenue for laboratory services is recognized at the time test results are reported, which approximates when
services are provided and the performance obligations are satisfied. Services are provided to patients covered by various third party payor
programs including various managed care organizations, as well as the Medicare and Medicaid programs. Billings for services are included
in revenue net of allowances for contractual discounts, allowances for differences between the amounts billed and estimated program
payment amounts, and implicit price concessions provided to uninsured patients which are elements of variable consideration.   

The following are descriptions of our payors for laboratory services:

Healthcare Insurers. Reimbursements from healthcare insurers are based on negotiated fee-for-service schedules. Revenues consist of
amounts billed, net of contractual allowances for differences between amounts billed and the estimated consideration we expect to receive
from such payers, which considers historical denial and collection experience and the terms of our contractual arrangements. Adjustments
to the allowances, based on actual receipts from the third-party payers, are recorded upon settlement.
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Government Payers. Reimbursements from government payers are based on fee-for-service schedules set by governmental
authorities, including traditional Medicare and Medicaid. Revenues consist of amounts billed, net of contractual allowances for differences
between amounts billed and the estimated consideration we expect to receive from such payers, which considers historical denial and
collection experience and the terms of our contractual arrangements. Adjustments to the allowances, based on actual receipts from the
government payers, are recorded upon settlement.

Client Payers. Client payers include physicians, hospitals, employers, and other institutions for which services are performed on a
wholesale basis, and are billed and recognized as revenue based on negotiated fee schedules.

Patients. Uninsured patients are billed based on established patient fee schedules or fees negotiated with physicians on behalf of their
patients. Insured patients (including amounts for coinsurance and deductible responsibilities) are billed based on fees negotiated with
healthcare insurers. Collection of billings from patients is subject to credit risk and ability of the patients to pay. Revenues consist of
amounts billed net of discounts provided to uninsured patients in accordance with our policies and implicit price �l siders hit ofamo nc
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license fees based on the relative value prescribed to the license compared to the total value of the arrangement. The revenue is recognized
when the license is transferred to the customer and the customer is able to use and benefit from the license. For licenses that are not distinct
from other obligations identified in the arrangement, we utilize judgment to assess the nature of the combined performance obligation to
determine whether the combined performance obligation is satisfied over time or at a point in time. If the combined performance obligation
is satisfied over time, we apply an appropriate method of measuring progress for purposes of recognizing revenue from nonrefundable,
upfront license fees. We evaluate the measure of progress each reporting period and, if necessary, adjust the measure of performance and
related revenue recognition.

Development and Regulatory Milestone Payments: Depending on facts and circumstances, we may conclude that it is appropriate to
include the milestone in the estimated transaction price or that it is appropriate to fully constrain the milestone. A milestone payment is
included in the transaction price in the reporting period that we conclude that it is probable that recording revenue in the period will not
result in a significant reversal in amounts recognized in future periods. We may record revenues from certain milestones in a reporting
period before the milestone is achieved if we conclude that achievement of the milestone is probable and that recognition of revenue
related to the milestone will not result in a significant reversal in amounts recognized in future periods. We record a corresponding contract
asset when this conclusion is reached. Milestone payments that have not been included in the transaction price to date are fully constrained.
These milestones remain fully constrained until we conclude that achievement of the milestone is probable and that recognition of revenue
related to the milestone will not result in a significant reversal in amounts recognized in future periods. We re-evaluate the probability of
achievement of such development milestones and any related constraint each reporting period. We adjust our estimate of the overall
transaction price, including the amount of revenue recorded, if necessary.

Research and Development Activities: If we are entitled to reimbursement from our customers for specified research and development
expenses, we account for them as separate performance obligations if distinct. We also determine whether the research and development
funding would result in revenues or an offset to research and development expenses in accordance with provisions of gross or ne� a si h plestones  orfine�th
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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 was $4.6 million.

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.

RECENT ACCOUNTING PRONOUNCEMENTS

Recently adopted accounting pronouncements.

In May 2014, the Financial Accounting Standards Board (the “FASB”) issued Accounting Standards Update (“ASU”) No. 2014-09,
“Revenue from Contracts with Customers.” ASU 2014-09, as amended and codified into Topic 606, clarifies the principles for recognizing
revenue and develops a common revenue standard for GAAP that removes inconsistencies and weaknesses in revenue requirements,
provides a more robust framework for addressing revenue issues, improves comparability of revenue recognition practices across entities,
industries, jurisdictions, and capital markets, provides more useful information to users of financial statements through improved disclosure
requirements and simplifies the preparation of financial statements by reducing the number of requirements to which an entity must refer.
As required, we adopted ASU 2014-09 on January 1, 2018 using the full retrospective approach, and have elected to use the following
practical expedients that are permitted under the rules of the adoption, which have been applied consistently to all contracts within all
reporting periods presented:

• For all reporting periods presented before January 1, 2018, we have not restated revenue from contracts that begin and are
completed within the same annual reporting period.

• For all reporting periods presented before January 1, 2018, we have not disclosed the amount of the transaction price allocated to
the remaining performance obligations or an explanation of when we expect to recognize that amount as revenue.

• We have applied the practical expedient provided for by Topic 606 by not adjusting the transaction price for significant financing
components for periods less than one year.

As a result of adopting ASU 2014-09 on January 1, 2018 using the full retrospective approach, we revised our comparative financial
statements for the prior years as if Topic 606 had been effective for those periods. As a result, the following financial statement line items
for 2017 were affected:
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Consolidated Financial Statements.

In January 2017, the FASB issued ASU No. 2017-04, “Intangibles - Goodwill and Other (Topic 350),” which simplifies how an entity
is required to test for goodwill impairment. ASU 2017-04 will be effective for annual or interim goodwill impairment tests in fiscal years
beginning after December 15, 2019, with early adoption permitted after January 1, 2017. We are currently evaluating the impact of this new
guidance on our Consolidated Financial Statements.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

In the normal course of doing business, we are exposed to the risks associated with foreign currency exchange rates and changes in
interest rates.
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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 10.29(5) Form of 5% Convertible Promissory Note dated February 27, 2018.
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, 2018.

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, 2018.

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, 2018.

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, 2018.

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 Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 1, 2018, and
incorporated herein by reference.
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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 thereunto duly authorized.

Date: May 8, 202 8, ed.Date eddddddddddldldldr�ἠteeallllllllllllllll.
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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 and

procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in

Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries,

is made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the

preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this

report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has

materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;

and

(5) The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over

financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons

performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting

which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial

information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the

registrant’s internal control over financial reporting.

Date: May 8, 2018 /s/ Adam Logal
 Adam Logal

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



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, 2018 (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 8, 2018 /s/ Phillip Frost, M.D.
 Phillip Frost, M.D.



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 certif�ּזr
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