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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 October 13, 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 Claros Diagnostics, Inc.
 
ITEM 9.01. Financial Statements and Exhibits

(a) Financial Statements of Businesses Acquired.

The following financial statements of Claros Diagnostics, Inc. are being filed with this report as Exhibit 99.1:
 

 •  Audited Balance Sheets as of December 31, 2010 and December 31, 2009
 

 
•  Audited Statements of Operations for the years ended and Cumulative for the periods October 27, 2004 (Inception) to

December 31, 2010 and December 31, 2009
 

 
•  Audited Statements of Change in Equity and Comprehensive Income for the years ended December 31, 2010 and 2009 and for

the periods October 27, 2004 (Inception) to December 31, 2010 and 2009
 

 •  Audited Statements of Cash Flows for the years ended December 31, 2010 and December 31, 2009
 

 •  Unaudited Balance Sheets as of September 30, 2011 and September 30, 2010
 

 
•  Unaudited Statements of Operations for the nine months ended and Cumulative for the periods October 27, 2004 (Inception) to

September 30, 2011 and September 30, 2010
 

 
•  Unaudited Statements of Cash Flows for the nine months ended and Cumulative for the periods October 27, 2004 (Inception) to

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 Kirkland Albrecht & Fredrickson, LLC

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 November 14, 2011
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Exhibit 23.1

November 14, 2011

OPKO Health, Inc.
4400 Biscayne Blvd.
Miami, FL 33137

We consent to the incorporation by reference in the Registration Statements on Form S-8 (No. 333-144040) and Form S-3 (No. 333-
172168) of OPKO Health, Inc. of our reports dated June 26, 2011 and August 4, 2010 relating to the consolidated audited financial
statements of Claros Diagnostics, Inc., included in the Current Report on Form 8-K/A of OPKO Health, Inc. dated November 14, 2011.

Kirkland Albrecht & Fredrickson, LLC
Braintree, Massachusetts
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INDEPENDENT AUDITOR’S REPORT

Board of Directors and Stockholders
Claros Diagnostics, Inc.
Woburn, Massachusetts

We have audited the accompanying consolidated balance sheet of Claros Diagnostics, Inc. (A Development Stage Company) as of
December 31, 2010 and the related consolidated statements of operations, changes in equity and comprehensive income and cash flows for the
year then ended and for the period October 27, 2004 (Inception) to December 31, 2010. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Claros
Diagnostics, Inc. (A Development Stage Company) as of December 31, 2010 and the results of their operations and their cash flows for the
year then ended and for the period October 27, 2004 (Inception) to December 31, 2010, in conformity with accounting principles generally
accepted in the United States of America.

Kirkland Albrecht & Fredrickson, LLC
Braintree, Massachusetts

June 26, 2011



CLAROS DIAGNOSTICS, INC.
(A Development Stage Company)
Consolidated Balance Sheet
December 31, 2010
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ASSETS   
CURRENT ASSETS:   

Cash and cash equivalents   $ 111,209  
Refundable taxes    554  
Prepaid expenses    18,552  

  

Total current assets    130,315  
PROPOERTY AND EQUIPMENT, AT COST:   

Equipment    489,718  
Leasehold improvements    117,816  
Computer    74,302  
Furniture and fixtures    43,283  

  

   725,119  
Less accumulated depreciation    320,904  

  

Property and equipment, net    404,215  
OTHER ASSETS   

Deposits    16,671  
Accrued interest receivable from stockholder    5,950  

  

Total other assets    22,621  
  

  $ 557,151  
  

LIABILITIES AND DEFICIT   
CURRENT LIABILITIES:   

Convertible promissory note   $ 2,000,000  
Accounts payable    141,404  
Accrued expenses    204,641  

  

Total current liabilities    2,346,045  
  

DEFICIT:   
Preferred stock, $0.001 par value, 14,128,753 shares authorized, 9,528,753 issued and outstanding (liquidation

preference of $14,504,970)    2,714,498  
Common stock, $0.001 par value, 28,000,000 share authorized, 4,005,555 shares issued and outstanding    4,006  

Additional paid-in capital    12,052,488  
Stock subscription receivable    (40,515) 
Deficit accumulated during the development stage    (16,519,371) 

  

Total deficit    (1,788,894) 
  

Total liabilities and deficit   $ 557,151  
  

See notes to the consolidated financial statements.
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   2010   

Cumulative for the Period
October 27, 2004

(Inception) to
December 31, 2010  

REVENUES   $ —     $ —    
  

OPERATING EXPENSES:    
General and administrative    3,193,498    9,605,891  
Research and development    1,051,374    4,914,679  
Marketing    12,527    12,527  

  

   4,257,399    14,533,097  
  

Operating loss    (4,257,399)   (14,533,097) 
OTHER INCOME (EXPENSE):    

Grant income    244,479    265,269  
Interest expense    (64,000)   (64,530) 
Dividend income    995    475,080  
Interest income    112    11,285  
Competition income    —      26,000  

  

Total other income, net    181,586    713,104  
Net loss    (4,075,813)   (13,819,993) 
PROVISION FOR INCOME TAXES    

Current    —      —    
Deferred    —      —    

  

   —      —    
Net income (loss) attributable to noncontrolling interest    (1,722)   230  
Net loss attributable to Claros Diagnostics, Inc.   $(4,077,535)  $ (13,819,763) 

  

See notes to the consolidated financial statements.
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  Preferred Stock   Common Stock   

Additional
Paid-in
Capital  

 

Stock
Subscription
Receivable  

 Deficit
Accumulated

During the
Development

Stage  

 
Accumulated

Other
Comprehensive

Income  

 

Non-
controlling

Interest  

 

Total    Shares   Amount   Shares   Amount        
Balance at October 27,

2004 (Date of
inception)   —     $ —      —     $ —     $ —     $ —     $ —     $ —     $ —     $ —    

COMPREHENSIVE
INCOME (LOSS)           

Net Loss   —      —      —      —      —      —      —      —      —      —    
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      —      —      —    

COMPREHENSIVE
LOSS           

Issuance of
2,925,000 shares
of common stock   —      —      2,925,000    2,925    —      —      —      —      —      2,925  

Balance, December 31,
2004   —      —      2,925,000    2,925    —      —      —      —      —      2,925  

COMPREHENSIVE
LOSS           

Net Loss   —      —      —      —      —      —      (3,429)   —      —      (3,429) 
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      —      —      —    

COMPREHENSIVE
LOSS           

Issuance of 7,500
shares of
common stock   —      —      7,500    8    —      —      —      —      —      8  

Balance, December 31,
2005   —      —      2,932,500    2,933    —      —      (3,429)   —      —      (496) 

Sale of Subsidiary
shares to non-
controlling
interest   —      —      —      —      —      —      —      —      406    406  

COMPREHENSIVE
LOSS           

Net Loss   —      —      —      —      —      —      (158,630)   —      (49)   (158,679) 
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      (396)   150    (246) 

COMPREHENSIVE
LOSS          (396)    (158,925) 

Issuance of 594,097
shares of
common stock   —      —      594,097    594    40,203    —      —      —      —      40,797  

Stock subscription
receivable   —      —      —      —      —      (40,515)   —      —      —      (40,515) 

Issuance of
6,298,667 shares
of Series A
preferred stock   6,298,667    6,298    —      —      7,793,702    —      —      —      —      7,800,000  

Accretion of
dividends on
Series A
preferred stock   —      16,477    —      —      —      —      (16,477)   —      —      —    

Balance, December 31,
2006

  6,298,667    22,775    3,526,597    3,527    7,833,905    (40,515)   (178,536)   (396)   507    7,641,267  

See notes to the consolidated financial statements.
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 Preferred Stock   Common Stock   

Additional
Paid-in
Capital  

 

Stock
Subscription
Receivable  

 Deficit
Accumulated

During the
Development

Stage  

 
Accumulated

Other
Comprehensive

Income  

 

Non-
controlling

Interest  

 

Total   Shares   Amount   Shares   Amount       
Balance, December 31,

2006   6,298,667    22,775    3,526,597    3,527    7,833,905    (40,515)   (178,536)   (396)   507    7,641,267  
COMPREHENSIVE

INCOME (LOSS)           
Net Loss   —      —      —      —      —      —      (1,721,663)   —      (1,326)   (1,722,989) 
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      2,666    (34)   2,632  

COMPREHENSIVE
LOSS          2,270     (1,720,357) 

Accretion of
dividends on
Series A
preferred stock  —      546,724    —      —      —      —      (546,724)   —      —      —    

Incentive option
based
compensation   —      —      —      —      39,001    —      —      —      —      39,001  

Balance, December 31,
2007   6,298,667    569,499    3,526,597    3,527    7,872,906    (40,515)   (2,446,923)   2,270    (853)   5,959,911  

COMPREHENSIVE
INCOME (LOSS)           

Net Loss   —      —      —      —      —      —      (4,092,764)   —      (284)   (4,093,048) 
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      2,492    (111)   2,381  

COMPREHENSIVE
LOSS          4,762     (4,090,667) 

Issuance of
328,055 shares
of common
stock   —      —      328,055    328    42,319    —      —      —      —      42,647  

Accretion of
dividends on
Series A
preferred stock  —      546,724    —      —      —      —      (546,724)   —      —      —    

Stock-based
based
compensation
expense   —      —      —      —      47,909    —      —      —      —      47,909  

Balance, December 31,
2008   6,298,667    1,116,223    3,854,652    3,855    7,963,134    (40,515)   (7,086,411)   4,762    (1,248)   1,959,800  

COMPREHENSIVE
INCOME (LOSS)           

Net Loss   —      —      —      —      —      —      (3,765,742)   —      (347)   (3,766,089) 
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      (158)   (149)   (307) 

COMPREHENSIVE
LOSS          4,604     (3,766,396) 

Issuance of
3,230,086
shares of
Series A
preferred stock  3,230,086    3,230    —      —      3,996,770    —      —      —      —      4,000,000  

Issuance of
131,220 shares
of common
stock   —      —      131,220    131    16,927    —      —      —      —      17,058  

Accretion of
dividends on
Series A
preferred stock



  —      767,949    —      —      —      —      (767,949)   —      —      —    Incentive option
based
compensation   —      —      —      —      36,097    —      —      —      —      36,097  

Balance, December 31,
2009   9,528,753    1,887,402    3,985,872    3,986    12,012,928    (40,515)   (11,620,102)   4,604    (1,744)   2,246,559  

See notes to the consolidated financial statements.
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 Preferred Stock   Common Stock   

Additional
Paid-in
Capital  

 

Stock
Subscription
Receivable  

 Deficit
Accumulated

During the
Development

Stage  

 
Accumulated

Other
Comprehensive

Income  

 

Non-
controlling

Interest  

 

Total   Shares   Amount   Shares   Amount        
Balance, December 31,

2009   9,528,753    1,887,402    3,985,872    3,986    12,012,928    (40,515)   (11,620,102)   4,604    (1,744)   2,246,559  
COMPREHENSIVE

INCOME (LOSS)           
Net income (loss)   —      —      —      —      —      —      (4,077,535)   —      1,722    (4,075,813) 
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      1,060    (280)   780  

COMPREHENSIVE
LOSS          5,664     (4,075,033) 

Issuance of
19,683 shares
of common
stock   —      —      19,683    20    2,539    —      —      —      —      2,559  

Accretion of
dividends on
Series A
preferred stock  —      827,096    —      —      —      —      (827,096)   —      —      —    

Liquidation of
subsidiary   —      —      —      —      —      —      5,362    (5,664)   302    —    

Incentive option
based
compensation   —      —      —      —      37,021    —      —      —      —      37,021  

Balance, December 31,
2010   9,528,753   $2,714,498    4,055,555   $4,006   $12,052,488   $ (40,515)  $(16,519,371)  $ —     $ —     $(1,788,894) 

See notes to the consolidated financial statements.
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   2010   

Cumulative for the Period
October 27, 2004 (Inception)

to
December 31, 2010  

CASH FLOWS FROM OPERATING ACTIVITIES:    
Net loss   $(4,075,813)  $ (13,819,993) 
Adjustments to reconcile net loss to net cash provided (used) by operating activities:    
Incentive option based compensation    37,021    160,028  
Depreciation    119,770    320,906  
Changes in assets and liabilities:    

(Increase) decrease in:    
Accrued interest receivable from a stockholder    (95)   (5,950) 
Prepaid expenses and other current assets    (2,708)   (18,552) 
Refundable taxes    13,599    (554) 

Decrease (increase) in:    
Accounts payable    11,088    154,556  
Accrued expenses and other current liabilities    52,954    206,406  

  

Net cash used by operating activities    (3,844,184)   (13,003,153) 
  

CASH FLOWS FROM INVESTING ACTIVITIES:    
Acquisition of property and equipment    (167,127)   (725,119) 
Deposits    —      (16,671) 

  

Net cash used by investing activities    (167,127)   (741,790) 
CASH FLOWS FROM FINANCING ACTIVITIES:    

Proceeds from convertible promissory note    2,000,000    2,000,000  
Payments on stockholder notes payable    —      (24,877) 
Advances of stockholder notes payable    —      24,877  
Proceeds from issuance of common stock    2,559    65,479  
Proceeds from issuance of preferred stock    —      11,800,000  

  

Net cash provided by financing activities    2,002,559    13,865,479  
  

EFFECT OF EXCHANGE RATES ON CASH AND CASH EQUIVALENTS    779    (9,327) 
  

NET INCREASE (DECREAE IN CASH AND CASH EQUIVALENTS    (2,007,973)   111,209  
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD    2,119,182    —    

  

CASH AND CASH EQUIVALENTS, END OF PERIOD   $ 111,209   $ 111,209  
  

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:    
Cash paid during the year for:    

Interest    
Income taxes   $ —     $ 980  

  

  $ —     $ —    
  

See notes to the consolidated financial statements.
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1. ORGANIZATION

The Company was formed under the name Claros Diagnostics, Inc. (the Company). The Company was incorporated on October 27, 2004
under the general laws of the state of Delaware. Its principal business activity is to develop, manufacture and sell medical diagnostic
devices to customers within the United States. The Company is located in Woburn, Massachusetts.
Claros Diagnostics, SARL (SARL), was a majority owned subsidiary in Switzerland (Neuchatel) and was organized on August 7, 2006. Its
principal business activity was to develop, manufacture and sell medical diagnostic devices to customers in Europe. On December 16,
2010, SARL’s board of directors voted to liquidate its entity.

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation – The accompanying consolidated financial statements for the year ended December 31, 2010 and for the period
October 24, 2004 (inception) to December 31, 2010 are prepared in accordance with the Financial Accounting Standards Board (“FASB”)
Accounting Standards Codification (“ASC”) Topic Consolidation. These consolidated financial statements include the accounts of the
Company and its majority owned subsidiary SARL for the year ended December 31, 2010. All significant inter-company balances and
transactions have been eliminated.
Foreign Subsidiary – Statements of the accounts of Claros Diagnostics, SARL are translated into U.S. dollars at the prevailing rate of
exchange at the balance sheet date; whereas revenue and expense categories have been translated at the average of foreign exchange rates
prevailing throughout the fiscal year. There are no net assets of the foreign subsidiary included in the consolidated balance sheets at
December 31, 2010 because the entity was liquidated during the year. The subsidiary recorded a net loss of $34,436 for the year ended
December 31, 2010.
Use of Estimates – The preparation of consolidated financial statements in conformity with generally accepted accounting principles
generally accepted in the United States of America 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 consolidated financial statements and
the reported amounts of consolidated revenues and expenses during the reporting period. Actual results could differ from those estimates.
These differences could be significant.
Cash and Cash Equivalents – The Company and SARL consider all highly liquid investments with an original maturity of three months or
less to be cash equivalents. The Company frequently holds cash in demand accounts at the bank in excess of federally insured amounts.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES…continued
 

Property and Equipment  – The cost of property and equipment is depreciated over the estimated useful lives of the related assets.
Maintenance, routine repairs and minor replacements are charged against current earnings as incurred, while those items which
substantially improve or extend the lives of existing assets are capitalized. Depreciation is computed using straight-line method. Estimated
useful lives are as follows:

 
Asset   Years
Equipment   5
Leasehold improvements   5
Computer   3
Furniture and fixtures   7

Valuation of Long-lived Assets – The Company’s long-lived and certain identifiable intangible assets are reviewed for impairment in
accordance with the guidance of the Financial Accounting Standards Board (“FASB”) Accounting Standard Codification (“ASC”) Topic
Property, Plant, and Equipment. This Topic, together with FASB ASC Topic Intangibles – Goodwill and Other, requires that long-lived
and certain identifiable intangible assets be reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. Recoverability of the long-lived or identifiable intangible asset is measured by a
comparison of the carrying amount of the asset to future undiscounted net cash flows expected to be generated by the asset. If such 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 estimated fair value of the asset. Assets to be disposed of are reportable at the lower of the carrying amount or fair value, less costs to
sell. At December 31, 2010, the Company has determined that no long-lived or certain identifiable assets are impaired.
Patent Legal – The legal and professional costs incurred by the Company to acquire its patent rights have been expensed as part of
operating expenses since inception. At December 31, 2010, the Company has determined that these expenses have not met the criteria to
be capitalized. For the year ended December 31, 2010 and the period October 27, 2004 (Inception) to December 31, 2010 patent legal costs
were $163,068 and $508,883, respectively.
Income Taxes – The Company follows the FASB ASC Topic Income Taxes, in reporting deferred income taxes. The FASB ASC Topic
Income Taxes requires a company to recognize deferred tax liabilities and assets for expected future income tax consequences of events
that have been recognized in the Company’s financial statements. Under this method, deferred tax assets and liabilities are determined
based on temporary differences between financial statement carrying amounts and the tax basis of assets and liabilities using enacted tax
rates in the years in which the temporary differences are expected to reverse. Valuation allowances are provided if based on the weight of
available evidence, it is more likely than not that some or all of the deferred tax assets will not be realized
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES…continued
 

Income Taxes...continued – The Company accounts for uncertain tax positions in accordance with FASB ASC Topic Income Taxes.
FASB ASC Topic Income Taxes prescribes a recognition threshold and measurement process for financial statement recognition of
uncertain tax positions taken or expected to be taken in a tax return. The Topic also provides guidance on recognition, de-recognition,
classification, interest and penalties, accounting in interim periods, disclosure and transition. As of December 31, 2010, management is not
aware of any uncertain tax positions taken by the Company.
Exchange Rate Gains and Losses – Aggregate transaction gains and losses on foreign exchange rates included in consolidated net loss for
the year ended December 31, 2010 were not material.
Research and Development – Research and development costs are charged to expense as incurred in accordance with FASB ASC Topic
Research and Development. Research and development costs include consulting, material and supplies. For the year ended December 31,
2010 and the period October 27, 2004 (Inception) to December 31, 2010 research and development costs were $1,051,374 and $4,914,679,
respectively.
Comprehensive Income – Comprehensive income for the Company and SARL consisted of foreign currency translation adjustments.
Accumulated other comprehensive income is disclosed as a separate component of stockholders’ equity and consists entirely of foreign
currency translation. At December 31, 2010 there was no foreign currency translation due to the liquidation of the subsidiary SARL.
Incentive Option Plan – The Company has an incentive option plan which is more fully described in Note 6. FASB ASC Topic
Compensation – Stock Compensation, requires that the cost resulting for all share-based payment transactions be recognized in the
consolidated financial statements. This Topic requires the entity to measure the cost of employee services received in exchange for an
award of equity instruments based on the grant-date fair value of the award. That cost is recognized over the period during which an
employee is required to provide services in exchange for the award of the vesting period. This Topic permits entities to use any option-
pricing model that meets the fair value objective of the Statement. Compensation cost on options granted has been measured using the fair
value of an award on the grant date using the Black-Scholes valuation model, and is recognized in the income statement over the service
period, which is usually the vesting period of the option.
Subsequent Events – The Company has evaluated all events subsequent to the consolidated balance sheet date of December 31, 2010,
through the date which the financial statements were available to be issued, June 26, 2011, and has determined that there are no subsequent
events that require disclosure under FASB ASC Topic Subsequent Events.
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3. LIQUIDATION OF SUBSIDIARY

Effective December 16, 2010, SARL’s board of directors voted to liquidate this entity. The assets of the subsidiary were liquidated before
December 31, 2010. The Company received $14,294 from the subsidiary upon liquidation and recorded a loss on liquidation of $6,172.

 
4. PROVISION FOR INCOME TAXES

Amounts for deferred tax asset and liability are as follows:
 

Deferred tax asset   $ 6,831,095  
Valuation allowance    (6,831,095) 

  

  $ —    
  

The deferred tax asset consists of the following temporary differences:
 

Depreciation   $ (58,800) 
Net operating loss carryforward    5,364,255  
R & D credits    1,459,920  
Stock option    65,720  
Valuation allowance    (6,831,095) 

  

  $ —    
  

At December 31, 2010, the Company has available net operating losses (“NOL”) carry forward for federal and state income tax purposes
of approximately $12,747,759 and $13,062,826, respectively, which expire, if unused at various times through 2030. The Company’s
ability to utilize these NOLs may be limited under Internal Revenue Code Section 382.
The Company has provided a valuation allowance for the full amount of its net deferred tax assets since realization of any future benefit
from deductible temporary differences and net operating loss carry forwards cannot be sufficiently assured at December 31, 2010.

 
5. RELATED PARTY TRANSACTIONS

Stock Subscription Receivable – At December 31, 2010, the Company has a promissory note receivable from a stockholder of the
Company for his stock subscription for an amount of $40,515. The amount is included as a reduction of the equity on the accompanying
consolidated balance sheet. The note bears interest at the Applicable Federal Rate and shall be compounded annually. At December 31,
2010, there was $5,950 of accrued interest receivable from a stockholder, included in the other assets on the accompanying consolidated
balance sheet. The principal loan amount and the accrued interest are due December 2011.
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6. CONVERTIBLE PROMISSORY NOTE

On June 21, 2010, the company entered into a $ 5,000,000 convertible promissory note agreement with some of the Company’s
stockholders. The note borrowings can be made at the discretion of the Company in tranches. Each tranche bears interest at 8% from the
date it is accessed. All notes are due on or after December 31, 2011. Interest and Principle can be pre-paid at the election of the Company.
At December 31, 2010, $2,000,000 of the convertible promissory note has been accessed, and accrued interest on the convertible
promissory note amounted to $64,000.
Each note holder has certain conversion rights, detailed in the convertible promissory notes, which vary based on meeting certain financial
criteria as follows:
In the event the Company receives other financing, outstanding principle and interest will convert into shares of the same class and series
of capital stock of the Company issued to the investors in the financing at a discount price for these shares.
In the event the Company is sold prior to the closing of any financing, all outstanding notes shall be cancelled upon the closing of such
sale and each note holder will have the option to either receive a multiple of 2.5 times the aggregate principal or convert principal and
accrued interest on the notes to Series A Preferred Stock at the Original Series A Price of $1.2383573.
In the event the Company borrows, in the aggregate, $5,000,000, the note holders may convert and also receive a warrant to purchase a
common stock share equal to 5% of the original principal amount of its note divided by the exercise price per share of the warrant, at the
time of conversion.

 
7. PREFERRED STOCK

Authorized preferred stock of Claros Diagnostics, Inc. consists of 14,128,753 shares of Class A. The rights attached to the preferred stock
are as follows: voting, par value of $0.001 ($14,504,970 aggregate liquidation preference), cumulative dividend at the rate of $0.0868 per
share and convertible into voting common stock. Unpaid cumulative dividends on the preferred stock amounted to $2,704,970 at
December 31, 2010.
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8. INCENTIVE OPTION PLAN

Effective December 20, 2006, the Board of Directors established the 2006 Stock Incentive Plan (the “Plan”). The Plan provides options to
purchase new shares of the Company’s common stock. Under the Plan, 3,608,610 stock options can be issued to founders, employees,
advisors, consultants and board members of the Company.
The Company has elected to use the Black-Scholes-Merton option pricing model to determine the fair value of employee and non-
employee stock options granted. Management has determined that the options issued in 2006, 2007, 2008 and 2009 have a calculated value
of $0.13 per share and, has a calculated value of $0.27 per share in 2010. Total compensation cost associated with these options is $159,595
and will be recognized over the four year service period that began on the grant date. Compensation expense recognized on incentive
options granted for the year ended December 31, 2010 and for the period October 27, 2004 (Inception) to December 31, 2010 was $26,214
and $102,832, respectively. Other expense recognized on non-employee stock option granted for the year ended December 31, 2010 and
for the period October 27, 2007 (Inception) to December 31, 2010 was $10,807 and $57,196, respectively.
At December 31, 2010, unrecognized compensation costs related to non-vested options totaled $34,680. This amount will be recognized
over the following years as follows:

 
Years   Amount  
2011    15,797  
2012    9,962  
2013    6,191  
2014    2,730  

  

  $34,680  
  

The fair value per unit of options granted under the incentive option plan during the year ended December 31, 2010 was $0.27. This
amount was determined using the Black-Scholes option-pricing model utilizing the following assumptions:

 
Risk-free interest rate   3.16% - 4.72%
Expected dividend yield   —  
Expected volatility   20%
Expected life in years   10
Service period in years   4
Weight average calculated value of options granted   $0.14
Dividend yield   0%
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8. INCENTIVE OPTION PLAN…continued
 

The following table summarizes options outstanding at December 31, 2010, and the changes in options for the Period October 27, 2004
(Inception) to December 31, 2010.

 

   
Options

Reserved    Options   

Weighted-
Average
Exercise 

Price  
December 20, 2006    3,608,610     —     $ 0.13  

Reserved    —       —      —    
Granted    —       1,771,499    0.13  
Exercised    —       (311,653)   0.13  
Cancelled    —       —      —    

    

December 31, 2006    3,608,610     1,459,846    0.13  
Reserved    —       —      —    
Granted    —       1,100,399    0.13  
Exercised    —       —      —    
Cancelled    —       —      —    

    

December 31, 2007    3,608,610     2,560,245    0.13  
Reserved    —       —      —    
Granted    —       91,000    0.13  
Exercised    —       (328,055)   0.13  
Cancelled    —       —      —    

    

December 31, 2008    3,608,610     2,323,190    0.13  
Reserved    —       —      —    
Granted    —       323,500    0.13  
Exercised    —       (131,220)   0.13  
Cancelled    —       —      —    

    

December 31, 2009    3,608,610     2,515,470    0.13  
Reserved    —       —      —    
Granted    —       191,500    0.27  
Exercised    —       (19,683)   0.13  
Cancelled    —       —      —    

    

December 31, 2010    3,608,610     2,687,287   $ 0.14  
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8. INCENTIVE OPTION PLAN…continued
 

The following table summarizes information about stock options outstanding at December 31, 2010 and 2009:
 

Year Ending   

Range of
Exercise

Prices    
Number

Outstanding    
Number

Exercisable    

Weighted-
Average

Remaining
Contractual

Life    

Weighted-
Average
Exercise

Price  
December 31, 2010   $0.13-$0.27     3,166,245     2,427,036     0.95     0.14  
December 31, 2009   $ 0.13     2,974,745     1,677,209     1.76     0.13  
December 31, 2008   $ 0.13     2,651,245     1,005,648     2.48     0.13  
December 31, 2007   $ 0.13     2,560,245     364,962     3.43     0.13  
December 31, 2006   $ 0.13     1,459,846     —       4     0.13  

During 2010, the Company received $2,559 from an employee upon exercise of options and recognized related tax benefits of $1,151. In
accordance with the Company policy, the shares were issued from a pool of shares reserved for issuance under the plan.
During 2009, the Company received $17,058 from consultants upon exercise of options and recognized related tax benefits of $7,677. In
accordance with the Company policy, the shares were issued from a pool of shares reserved for issuance under the plan.
During 2008, the Company received $42,647 from consultants upon exercise of options and recognized related tax benefits of $19,200. In
accordance with the Company policy, the shares were issued from a pool of shares reserved for issuance under the plan.
During 2006, an employee exercised options in the amount of $40,515 and recognized related tax benefits of $18,232. In accordance with
the Company policy, the shares were issued from a pool of shares reserved for issuance under the plan.

 
9. COMMITMENTS

Operating Lease – The Company leases an operating facility under a lease agreement expiring February 2012. Total monthly lease
payments are approximately $9,200 per month.
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9. COMMITMENTS…continued
 

Minimum future lease payments as of December 31, 2010 are as follows:
 

Years   Amount  
2011   $109,298  
2012    18,217  

  

  $127,515  
  

Rent expense under the lease for the year ended December 31, 2010 and for the period October 27, 2004 (Inception) to December 31, 2010
was $109,875 and $304,738, respectively.
Patent Rights License Agreement – The Company entered into a Patent Rights License agreement with Harvard University (University).
The agreement commenced November 2006 and continues on a Licensed Product-by-Licensed product and Country-by-Country basis until
expiration of the last Patents Rights. The agreement allows the Company to make sublicenses to its affiliates. The Company can terminate
the agreement at any time with a sixty days notice with no requirements of future payments.
As a consideration for the license granted, the Company:

 

 
•  Has issued to the University 2% of the outstanding common stock on a fully diluted basis upon completion of the Series A

financing.
 

 
•  Shall pay to the University non-refundable annual license maintenance fees payable on January 1 of each year as stated

below. Each license maintenance fee paid is creditable against the royalties due on Net Sales made during the calendar year
following the due date.
Future license maintenance fees payments as of December 31, 2010 are as follows:

 
Years   Amount  
2011   $ 25,000  
2012   $ 50,000  
2013   $ 75,000  
2014   $100,000  
Each subsequent calendar year for the remainder of the term   $100,000  
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9. COMMITMENTS…continued
 

 
•  Per the agreement, the Company has agreed to pay to the University various amounts at the completion of certain milestones

as described in the agreement. The payment amount of those milestones varies based on multiple criteria. No liability has
been accrued at December 31, 2010 for those amounts.

 

 
•  The Company shall pay the University royalties of 3% of net sales for sales up to $200,000,000 and 2.5% of sales above

$200,000,000.
 

 
•  The Company has agreed to pay the University various percentages for all Sublicense income based on the year of the

Sublicense, where applicable.
 
10. 401(k) PROFIT SHARING PLAN

On January 1, 2008 the Company adopted a 401(k) profit sharing plan covering eligible employees as defined by the plan. Eligible
employees may make pre-tax contributions up to the maximum allowed by law. The Company did not make a matching contribution for
the year ended December 31, 2010. In addition, the plan provides for a profit sharing contribution by the Company at the discretion of the
Board of Directors. For the year ended December 31, 2010 and for the period October 27, 2004 (Inception) to December 31, 2010 the
Company did not make a profit sharing contribution to the plan.



 
SUPPLEMENTAL INFORMATION

  



INDEPENDENT AUDITOR’S REPORT ON
CONSOLIDATING AND SUPPLEMENTAL INFORMATION

Board of Directors and Stockholders
Claros Diagnostics, Inc.
Woburn, Massachusetts

Our report on our audit of the basic consolidated financial statements of Claros Diagnostics, Inc. (A Development Stage Company) appears on
page 1. This audit was made for the purpose of forming an opinion on the consolidated financial statements taken as a whole. The
consolidating information contained on pages 21 through 23 is presented for purposes of additional analysis of the consolidated financial
statements rather than to present the financial position, results of operations, and cash flows of the individual companies. The supplemental
information contained on page 24 is presented for additional analysis and is not a required part of the basic consolidated financial statements.
Such consolidating and supplementary information has been subjected to the auditing procedures applied in the audit of the consolidated
financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic consolidated financial statements taken
as a whole.

Kirkland Albrecht & Fredrickson, LLC
Braintree, Massachusetts

June 26, 2011
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   Claros US   Claros SARL   Eliminations   Consolidated  

ASSETS        
CURRENT ASSETS:        

Cash and cash equivalents   $ 111,209   $ —      $ —      $ 111,209  
Refundable taxes    554    —       —       554  
Prepaid expenses    18,552    —       —       18,552  

      

Total current assets    130,315    —       —       130,315  
      

PROPERTY AND EQUIPMENT, AT COST        
Equipment    489,718    —       —       489,718  
Leasehold improvements    117,816    —       —       117,816  
Computer    74,302    —       —       74,302  
Furniture and fixtures    43,283    —       —       43,283  

      

   725,119    —       —       725,119  
Less accumulated depreciations    320,904    —       —       320,904  

      

Property and equipment, net    404,215    —       —       404,215  
      

OTHER ASSETS:        
Deposits    16,671    —       —       16,671  
Accrued interest receivable from stockholder    5,950    —       —       5,950  

      

Total other assets    22,621    —       —       22,621  
      

  $ 557,151   $ —      $ —      $ 557,151  
      

LIABILITES AND DEFICIT        
CURRENT LIABILITES:        

Convertible promissory note   $ 2,000,000   $ —      $ —      $ 2,000,000  
Accounts payable    141,404    —       —       141,404  
Accrued expenses and other current liabilities    204,641    —       —       204,641  

      

Total current liabilities    2,346,045    —       —       2,346,045  
      

DEFICIT:        
Preferred stock, $0.001 par value, 14128,753 shares authorized,

9,528,753 issues and outstanding (liquidation preference of
$14,504,970)    2,714,498    —       —       2,714,498  

Common stock, $0.001 par value, 28,000,000 share authorized,
4,005,555 shares issued and outstanding    4,006    —       —       4,006  

Additional paid-in capital    12,052,488    —       —       12,052,488  
Stock subscription receivable    (40,515)   —       —       (40,515) 
Deficit accumulated during the development stage    (16,519,371)   —       —       (16,519,371) 

      

Total deficit    (1,788,894)   —       —       (1,788,894) 
      

Total liabilities and deficit   $ 557,151   $ —      $ —      $ 557,151  
      

See independent auditors’ report on consolidated supplemental information
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   Claros US   Claros SARL  Eliminations  Consolidated  
REVENUE   $ —     $ —     $ —     $ —    

  

OPERATING EXPENSES:      
General and administrative    3,184,089    9,409    —      3,193,498  
Research and development    1,051,374    —      —      1,051,374  
Marketing    12,527    —      —      12,527  

  

   4,247,990    9,409    —      (4,257,399) 
  

Operating loss    (4,247,990)   (9,409)   —      (4,257,399) 
  

OTHER INCOME (EXPENSE):      
Grant income    244,479    —      —      244,479  
Interest expense    (64,000)   —      —      (64,000) 
Dividend income    995    —      —      995  
Interest income    95    17    —      112  
Gain (loss on subsidiary liquidation    6,172    (6,172)   —      —    
Forgiveness of due from subsidiary    (50,000)   50,000    —      —    

  

Total other income, net    137,741    43,845    —      181,586  
  

Net loss    (4,110,249)   34,436    —      (4,075,813) 
Net income (loss) attributable to noncontrolling interest    —      —      (1,722)   (1,722) 

  

Net loss attributable to Claros Diagnostics, Inc.   $(4,110,249)  $ 34,436   $ (1,722)  $(4,077,535) 
  

See independent auditors’ report on consolidated supplemental information
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   Claros US    Claros SARL   Eliminations   Consolidated  
Salaries   $1,477,177    $ —      $ —      $1,477,177  
Consultants    485,486     —       —       485,486  
Employee benefits    201,680     —       —       201,680  
Patent legal    163,068     —       —       163,068  
Depreciation    119,770     —       —       119,770  
Rent    109,875     —       —       109,875  
Payroll taxes    101,338     —       —       101,338  
Patent licensing    112,414     —       —       112,414  
Regulatory    83,264     —       —       83,264  
Travel, meals and entertainment    77,920     —       —       77,920  
Legal fees    44,096     4,889     —       48,985  
Miscellaneous    40,116     79     —       40,195  
Accounting services    32,670     4,352     —       37,022  
Office    34,560     89     —       34,649  
Recruiting    32,185     —       —       32,185  
Utilities    28,313     —       —       28,313  
Repairs and maintenance    25,110     —       —       25,110  
Insurance    14,995     —       —       14,995  
Safety    52     —       —       52  

        

  $3,184,089    $ 9,409    $ —      $3,193,498  
        

See independent auditors’ report on consolidated supplemental information
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INDEPENDENT AUDITORS’ REPORT

Board of Directors and Stockholders
Claros Diagnostics, Inc.
Woburn, Massachusetts

We have audited the accompanying consolidated balance sheet of Claros Diagnostics, Inc. (A Development Stage Company) as of
December 31, 2009 and the related consolidated statements of operations, changes in equity and comprehensive income and cash flows for the
year then ended and for the period October 27, 2004 (Inception) to December 31, 2009. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements based on
our audits.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Claros
Diagnostics, Inc. (A Development Stage Company) as of December 31, 2009 and the results of their operations and their cash flows for the
year then ended and for the period October 27, 2004 (Inception) to December 31, 2009, in conformity with accounting principles generally
accepted in the United States of America.
 

Kirkland Albrecht & Fredrickson, LLC
Braintree, Massachusetts

August 4, 2010
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ASSETS   
CURRENT ASSETS:   

Cash and cash equivalents   $ 2,119,182  
Refundable taxes    14,153  
Prepaid expenses    15,844  

  

Total current assets    2,149,179  
PROPOERTY AND EQUIPMENT, AT COST:   

Equipment    342,848  
Leasehold improvements    117,816  
Computer    58,602  
Furniture and fixtures    38,726  

  

   557,992  
Less accumulated depreciation    201,134  

  

Property and equipment, net    356,858  
OTHER ASSETS   

Deposits    16,671  
Accrued interest receivable from stockholder    5,855  

  

Total other assets    22,526  
  

  $ 2,528,563  
  

LIABILITIES AND EQUITY   
CURRENT LIABILITIES:   

Accounts payable   $ 130,316  
Accrued expenses    151,687  

  

Total current liabilities    282,003  
  

EQUITY:   
Claros Diagnostics, Inc.   

Preferred stock, $0.001 par value, 9,528,753 shares authorized, issued and outstanding (liquidation preference
of $13,677,874)    1,887,402  

Common stock, $0.001 par value, 15,000,000 share authorized, 3,985,872 shares issued and outstanding    3,986  
Additional paid-in capital    12,012,929  
Stock subscription receivable    (40,515) 
Deficit accumulated during the development stage    (11,620,102) 
Accumulated other comprehensive income    4,604  

  

Total Claros Diagnostics, Inc.    2,248,304  
Noncontrolling interest    (1,744) 

  

Total equity    2,246,560  
  

Total liabilities and equity   $ 2,528,563  
  

See notes to the consolidated financial statements.
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   2009   

Cumulative for the Period
October 27, 2004

(Inception) to
December 31, 2009  

REVENUES   $ —     $ —    
  

OPERATING EXPENSES:    
General and administrative    2,465,509    6,412,393  
Research and development    1,338,627    3,863,305  

  

   3,804,136    10,275,698  
  

Operating loss    (3,804,136)   (10,275,698) 
OTHER INCOME (EXPENSE):    

Grant income    20,790    20,790  
Dividend income    15,204    474,085  
Interest income    2,053    11,173  
Interest expense    —      (530) 
Competition income    —      26,000  

  

Total other income, net    38,047    531,518  
  

Net loss    (3,766,089)   (9,744,180) 
Net income (loss) attributable to noncontrolling interest    347    1,952  

  

Net loss attributable to Claros Diagnostics, Inc.   $(3,765,742)  $ (9,742,228) 
  

See notes to the consolidated financial statements.
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  Preferred Stock   Common Stock   

Additional
Paid-in
Capital  

 

Stock
Subscription
Receivable  

 Deficit
Accumulated

During the
Development

Stage  

 
Accumulated

Other
Comprehensive

Income  

 

Non-
controlling

Interest  

 

Total    Shares   Amount   Shares   Amount        
Balance at October 27,

2004 (Date of
inception)   —     $ —      —     $ —     $ —     $ —     $ —     $ —     $ —     $ —    

COMPREHENSIVE
INCOME (LOSS)           

Net Loss   —      —      —      —      —      —      —      —      —      —    
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      —      —      —    

COMPREHENSIVE
LOSS           

Issuance of
2,925,000 shares
of common stock   —      —      2,925,000    2,925    —      —      —      —      —      2,925  

Balance, December 31,
2004   —      —      2,925,000    2,925    —      —      —      —      —      2,925  

COMPREHENSIVE
LOSS           

Net Loss   —      —      —      —      —      —      (3,429)   —      —      (3,429) 
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      —      —      —    

COMPREHENSIVE
LOSS           

Issuance of 7,500
shares of
common stock   —      —      7,500    8    —      —      —      —      —      8  

Balance, December 31,
2005   —      —      2,932,500    2,933    —      —      (3,429)   —      —      (496) 

Sale of Subsidiary
shares to non-
controlling
interest   —      —      —      —      —      —      —      —      406    406  

COMPREHENSIVE
LOSS           

Net Loss   —      —      —      —      —      —      (158,630)   —      (49)   (158,679) 
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      (396)   150    (246) 

COMPREHENSIVE
LOSS          (396     (158,925) 

Issuance of 594,097
shares of
common stock   —      —      594,097    594    40,203    —      —      —      —      40,797  

Stock subscription
receivable   —      —      —      —      —      (40,515)   —      —      —      (40,515) 

Issuance of
6,298,667 shares
of Series A
preferred stock   6,298,667    6,298    —      —      7,793,702    —      —      —      —      7,800,000  

Accretion of
dividends on
Series A
preferred stock   —      16,477    —      —      —      —      (16,477)   —      —      —    

Balance, December 31,
2006

  6,298,667    22,775    3,526,597    3,527    7,833,905    (40,515)   (178,536)   (396)   507    7,641,267  

See notes to the consolidated financial statements.
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 Preferred Stock   Common Stock   

Additional
Paid-in
Capital  

 

Stock
Subscription
Receivable  

 Deficit
Accumulated

During the
Development

Stage  

 
Accumulated

Other
Comprehensive

Income  

 

Non-
controlling

Interest  

 

Total   Shares   Amount   Shares   Amount       
Balance, December 31,

2006   6,298,667    22,775    3,526,597    3,527    7,833,905    (40,515)   (178,536)   (396)   507    7,641,267  
COMPREHENSIVE

INCOME (LOSS)           
Net Loss   —      —      —      —      —      —      (1,721,663)   —      (1,326)   (1,722,989) 
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      2,666    (34)   2,632  

COMPREHENSIVE
LOSS          2,270     (1,720,357) 

Accretion of
dividends on
Series A
preferred stock  —      546,724    —      —      —      —      (546,724)   —      —      —    

Incentive option
based
compensation   —      —      —      —      39,001    —      —      —      —      39,001  

Balance, December 31,
2007   6,298,667    569,499    3,526,597    3,527    7,872,906    (40,515)   (2,446,923)   2,270    (853)   5,959,911  

COMPREHENSIVE
INCOME (LOSS)           

Net Loss   —      —      —      —      —      —      (4,092,764)   —      (284)   (4,093,048) 
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      2,492    (111)   2,381  

COMPREHENSIVE
LOSS          4,762     (4,090,667) 

Issuance of
328,055 shares
of common
stock   —      —      328,055    328    42,319    —      —      —      —      42,647  

Accretion of
dividends on
Series A
preferred stock  —      546,724    —      —      —      —      (546,724)   —      —      —    

Stock-based
based
compensation
expense   —      —      —      —      47,909    —      —      —      —      47,909  

Balance, December 31,
2008   6,298,667    1,116,223    3,854,652    3,855    7,963,134    (40,515)   (7,086,411)   4,762    (1,248)   1,959,800  

COMPREHENSIVE
INCOME (LOSS)           

Net Loss   —      —      —      —      —      —      (3,765,742)   —      (347)   (3,766,089) 
Foreign currency

translation
adjustment   —      —      —      —      —      —      —      (158)   (149)   (307) 

COMPREHENSIVE
LOSS          4,604     (3,766,396) 

Issuance of
3,230,086
shares of
Series A
preferred stock  3,230,086    3,230    —      —      3,996,770    —      —      —      —      4,000,000  

Issuance of
131,220 shares
of common
stock   —      —      131,220    131    16,927    —      —      —      —      17,058  

Accretion of
dividends on
Series A



preferred stock  —      767,949    —      —      —      —      (767,949)   —      —      —    
Incentive option

based
compensation   —      —      —      —      36,097    —      —      —      —      36,097  

Balance, December 31,
2009   9,528,753    1,887,402    3,985,872    3,986    12,012,928    (40,515)   (11,620,102)   4,604    (1,744)   2,246,559  

See notes to the consolidated financial statements.
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   2009   

Cumulative for the Period
October 27, 2004 (Inception)

to
December 31, 2009  

CASH FLOWS FROM OPERATING ACTIVITIES:    
Net loss   $(3,766,089)  $ (9,744,180) 
Adjustments to reconcile net loss to net cash provided (used) by operating activities:    
Incentive option based compensation    36,097    123,007  
Depreciation    93,215    201,136  
Minority interest’s share of loss    (347)   (1,952) 
Changes in assets and liabilities:    

(Increase) decrease in:    
Accrued interest receivable from a stockholder    (2,028)   (5,855) 
Prepaid expenses and other current assets    (2,470)   (15,844) 
Refundable taxes    1,176    (14,153) 

Decrease (increase) in:    
Accounts payable    (146,700)   143,468  
Accrued expenses and other current liabilities    107,532    153,452  

  

Net cash used by operating activities    (3,679,614)   (9,160,921) 
  

CASH FLOWS FROM INVESTING ACTIVITIES:    
Acquisition of property and equipment    (258,258)   (557,991) 
Deposits    600    (16,671) 

  

Net cash used by investing activities    (257,658)   (574,662) 
CASH FLOWS FROM FINANCING ACTIVITIES:    

Payments on stockholder notes payable    —      (24,877) 
Advances of stockholder notes payable    —      24,877  
Proceeds from issuance of common stock    17,059    62,933  
Proceeds from issuance of preferred stock    4,000,000    11,800,000  

  

Net cash provided by financing activities    4,017,059    11,862,933  
  

EFFECT OF EXCHANGE RATES ON CASH AND CASH EQUIVALENTS    (1,113)   (8,168) 
  

NET INCREASE IN CASH    78,674    2,119,182  
CASH, BEGINNING OF PERIOD    2,040,508    —    

  

CASH, END OF PERIOD   $ 2,119,182   $ 2,119,182  
  

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFROMATION:    
Cash paid during the year for:    

Interest   $ —     $ 980  
  

Income taxes   $ —     $ —    
  

See notes to the consolidated financial statements.
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1. ORGANIZATION

The Company was formed under the name Claros Diagnostics, Inc. (the Company). The Company was incorporated on October 27, 2004
under the general laws of the state of Delaware. Its principal business activity is to develop, manufacture and sell medical diagnostic
devices. The Company is located in Woburn, Massachusetts.
Claros Diagnostics, SARL (SARL), is a majority owned subsidiary in Switzerland (Neuchatel) and was organized on August 7, 2006. Its
principal business activity is to develop, manufacture and sell medical diagnostic devices.
The minority interest represents the minority stockholders interest in SARL (a Subsidiary). The minority stockholder of SARL is a
stockholder of Claros Diagnostics, Inc. The Company owns 95% of the Subsidiary.

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation – The accompanying consolidated financial statements for the year ended December 31, 2009 and for the period
October 24, 2004 (inception) to December 31, 2009 are prepared in accordance with the Financial Accounting Standards Board (“FASB”)
Accounting Standards Codification (“ASC”) Topic Consolidation. These consolidated financial statements include the accounts of the
Company and its majority owned subsidiary SARL for the year ended December 31, 2009. All significant inter-company balances and
transactions have been eliminated.
Foreign Subsidiary – Statements of the accounts of Claros Diagnostics, SARL are translated into U.S. dollars at the prevailing rate of
exchange at the balance sheet date; whereas revenue and expense categories have been translated at the average of foreign exchange rates
prevailing throughout the fiscal year. The net assets of the foreign subsidiary included in the consolidated balance sheets amounted to a
deficit of $34,884 at December 31, 2009. The subsidiary recorded a net loss of $6,945 for the year ended December 31, 2009.
Use of Estimates – The preparation of consolidated financial statements in conformity with generally accepted accounting principles
generally accepted in the United States of America 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 consolidated financial statements and
the reported amounts of consolidated revenues and expenses during the reporting period. Actual results could differ from those estimates.
These differences could be significant.
Cash and Cash Equivalents – The Company and SARL consider all highly liquid investments with an original maturity of three months or
less to be cash equivalents. The Company frequently holds cash in demand accounts at the bank in excess of federally insured amounts.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES…continued
 

Property and Equipment  – The cost of property and equipment is depreciated over the estimated useful lives of the related assets.
Maintenance, routine repairs and minor replacements are charged against current earnings as incurred, while those items which
substantially improve or extend the lives of existing assets are capitalized. Depreciation is computed using straight-line method. In the
year of acquisition of property and equipment the Company takes a full year of depreciation. Estimated useful lives are as follows:

 
Asset   Years
Equipment   5
Leasehold improvements   5
Computer   3
Furniture and fixtures   7

Income Taxes – The Company follows the FASB ASC Topic Income Taxes, in reporting deferred income taxes. The FASB ASC Topic
Income Taxes requires a company to recognize deferred tax liabilities and assets for expected future income tax consequences of events
that have been recognized in the Company’s financial statements. Under this method, deferred tax assets and liabilities are determined
based on temporary differences between financial statement carrying amounts and the tax basis of assets and liabilities using enacted tax
rates in the years in which the temporary differences are expected to reverse. Valuation allowances are provided if based on the weight of
available evidence, it is more likely than not that some or all of the deferred tax assets will not be realized.
The Company accounts for uncertain tax positions in accordance with FASB ASC Topic Income Taxes. FASB ASC Topic Income Taxes
prescribes a recognition threshold and measurement process for financial statement recognition of uncertain tax positions taken or
expected to be taken in a tax return. The interpretation also provides guidance on recognition, de-recognition, classification, interest and
penalties, accounting in interim periods, disclosure and transition. The Company adopted the provisions of the FASB ASC Income Taxes
Topic on January 1, 2009. There was no impact on total liabilities or equity as a result of this adoption.
Valuation of Long-lived Assets – The Company accounts for the valuation of long-lived assets in accordance with the FASB ASC Topic
Property, Plant, and Equipment. The FASB ASC Topic Property, Plant, and Equipment requires that long-lived assets and certain
identifiable intangible assets be reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount
of an asset may not be recoverable. Recoverability of the long-lived asset is measured by a comparison of the carrying amount of the asset
to future undiscounted net cash flows expected to be generated by the asset. If such assets are considered to be impaired, the impairment to
be recognized is measured by the amount by which the carrying amount of the assets exceeds the estimated fair value of the assets. Assets
to be disposed of are reportable at the lower of the carrying amount or fair value, less costs to sell. At December 31, 2009, the Company
has determined that no long-lived assets are impaired.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES…continued
 

Exchange Rate Gains and Losses – Aggregate transaction gains and losses on foreign exchange rates included in consolidated net loss for
the year ended December 31, 2009 were not material.
Research and Development – Research and development costs are charged to expense as incurred in accordance with FASB ASC Topic
Research and Development. Research and development costs include consulting, material and supplies. For the year ended December 31,
2009 and the period October 27, 2004 (Inception) to December 31, 2009 research and development costs were $1,338,627 and $3,863,305
respectively, and are included in the other expense on the accompanying consolidated statements of operations.
Comprehensive Income – Comprehensive income for the Company and SARL consist of foreign currency translation adjustments.
Accumulated other comprehensive income is disclosed as a separate component of stockholders’ equity and consists entirely of foreign
currency translation adjustments at December 31, 2009.
Incentive Option Plan – The Company has an incentive option plan which is described in Note 6. FASB ASC Topic Compensation-Stock
Compensation requires that the cost resulting for all share-based payment transactions be recognized in the consolidated financial
statements. This statement requires the entity to measure the cost of employee services received in exchange for an award of equity
instruments based on the grant-date fair value of the award. That cost is recognized over the period during which an employee is required
to provide services in exchange for the award of the vesting period. FASB ASC Topic Compensation-Stock Compensation permits entities
to use any option-pricing model that meets the fair value objective of the Statement. Compensation cost on options granted has been
measured using the fair value of an award on the grant date using the Black-Scholes valuation model, and is recognized in the income
statement over the service period, which is usually the vesting period of the option.
Recently Issued Accounting Guidance – On January 1, 2009, the Company adopted the new guidance located in FASB Topic
Consolidation that relates to noncontrolling interest. Accordingly, for consolidated subsidiaries that are less than wholly owned, the third-
party holdings of equity interests are referred to as noncontrolling interest. The portion for net income attributable to noncontrolling
interest for such subsidiaries is presented as net income (loss) attributable to noncontrolling interest on the consolidated financial
statements of operations, and the portion of the stockholders’ equity of such subsidiaries is presented as noncontrolling interest on the
consolidated balance sheet and consolidated statement of changes in equity. This recent pronouncement also requires the Company to
allocate losses to the noncontrolling interest even if the noncontrolling interest has a deficit balance.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES…continued
 

Subsequent Events – The Company has evaluated all events subsequent to the balance sheet date of December 31, 2009, through the date
which the financial statements were available to be issued, August 4, 2010, and has determined that there are no additional subsequent
events, except as noted in note 9, that require disclosure under FASB ASC Topic Subsequent Events.

 
3. PROVISION FOR INCOME TAXES

Amounts for deferred tax asset and liability are as follows:
 

Deferred tax asset   $ 4,507,450  
Valuation allowance    (4,507,450) 

  

  $ —    
  

The deferred tax asset consists of the following temporary differences:
 

Depreciation   $ (28,290) 
Net operating loss carryforward    3,766,345  
R & D credits    718,085  
Stock option    51,310  
Valuation allowance    (4,507,450) 

  

  $ —    
  

At December 31, 2009, the Company has available net operating losses (“NOL”) carry forward for federal and state income tax purposes
of approximately $8,950,440 and $9,197,655, respectively, which expire, if unused at various times through 2029. The Company’s ability
to utilize these NOL may be limited under Internal Revenue Code Section 382.
The Company has provided a valuation allowance for the full amount of its net deferred tax assets since realization of any future benefit
from deductible temporary differences and net operating loss carry forwards cannot be sufficiently assured at December 31, 2009.

 
4. RELATED PARTY TRANSACTIONS

Stock Subscription Receivable – At December 31, 2009, the Company has a promissory note receivable from a stockholder of the
Company for his stock subscription for an amount of $40,515. The amount is included as a reduction of the stockholders’ equity on the
accompanying consolidated balance sheet. The note bears interest at the Applicable Federal Rate and shall be compounded annually. At
December 31, 2009, there was $5,855 of accrued interest receivable from a stockholder, included in the other assets on the accompanying
consolidated balance sheet. The principal loan amount and the accrued interest are due December 2011.
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5. PREFERRED STOCK

Authorized preferred stock of Claros Diagnostics, Inc. consists of 9,528,753 shares of Class A. The rights attached to the preferred stock
are as follows: voting, par value of $0.001 ($13,677,874 aggregate liquidation preference), cumulative dividend at the rate of $0.0868 per
share and convertible into voting common stock. Unpaid cumulative dividends on the preferred stock amounted to $1,877,874 at
December 31, 2009.

 
6. INCENTIVE OPTION PLAN

Effective December 20, 2006, the Board of Directors established the 2006 Stock Incentive Plan (the “Plan”). The Plan provides option to
purchase new shares of the Company’s common stock. Under the Plan, 3,608,610 stock options can be issued to founders, employees,
advisors, consultants and board members of the Company.
The Company has elected to use the Black-Scholes-Merton option pricing model to determine the fair value of employee and non-
employee stock options granted. Management has determined that the options issued in 2006, 2007, 2008 and 2009 have a calculated value
of $0.13 per share. Total compensation cost associated with these options is $149,651 and will be recognized over the four year service
period that began on the grant date. Compensation expense recognized on employee stock options granted for the year ended
December 31, 2009 and for the period October 27, 2004 (Inception) to December 31, 2009 was $28,470 and $76,347, respectively. Other
expense recognized on non-employee stock option granted for the year ended December 31, 2009 and for the period October 27, 2007
(Inception) to December 31, 2009 was $7,627 and $26,186, respectively.
At December 31, 2009, unrecognized compensation costs related to non-vested options totaled $47,118. This amount will be recognized
over the following years as follows:

 
Years   Amount  
2010   $32,980  
2011    8,298  
2012    4,788  
2013    1,052  

  

  $47,118  
  



CLAROS DIAGNOSTICS, INC.
(A Development Stage Company)
Notes to Consolidated Financial Statements
Year Ended December 31, 2009 and for the Period
October 27, 2004 (Inception) to December 31, 2009   

Page  12

  
 
6. INCENTIVE OPTION PLAN…continued
 

The fair value per unit of options granted under the incentive option plan during the year ended December 31, 2009 was $0.13. This
amount was determined using the Black-Scholes option-pricing model utilizing the following assumptions:

 
Risk-free interest rate   3.16% - 4.72%
Expected dividend yield   —  
Expected volatility   20%
Expected life in years   10
Service period in years   4
Weight average calculated value of options granted   $0.13
Dividend yield   0%

The following table summarizes options outstanding at December 31, 2009, and the changes in options for the Period October 27, 2004
(Inception) to December 31, 2009.

 

      

Weighted
Average
Exercise
Price Per

Share  
Total options available for grant at    
December 20, 2006    3,608,610   $ —    

  

Options granted - 2006    1,771,499   $ 0.13  
Options exercised - 2006    (311,653)   0.13  
Options granted - 2007    1,100,399    0.13  
Options granted - 2008    91,000    0.13  
Options exercised - 2008    (328,055)   0.13  
Options granted - 2009    313,500    0.13  
Options exercised - 2009    (131,220)   0.13  

  

Total options outstanding at December 31, 2009    2,505,470   $ 0.13  
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6. INCENTIVE OPTION PLAN…continued
 

During 2009, the Company received $17,059 from consultants upon exercise of options and recognized related tax benefits of $7,677. In
accordance with the Company policy, the shares were issued from a pool of shares reserved for issuance under the plan.
During 2008, the Company received $42,647 from consultants upon exercise of options and recognized related tax benefits of $19,200. In
accordance with the Company policy, the shares were issued from a pool of shares reserved for issuance under the plan.
During 2006, the Company received $40,515 from an employee upon exercise of options and recognized related tax benefits of $18,232.
In accordance with the Company policy, the shares were issued from a pool of shares reserved for issuance under the plan.

 
7. COMMITMENTS

Operating Lease – The Company leases an operating facility under a lease agreement expiring February 2012. Total monthly lease
payments are approximately $8,033 per month.
Minimum future lease payments as of December 31, 2009 are as follows:

 
Years   Amount  
2010   $ 96,044  
2011    96,044  
2012    16,007  

  

  $208,095  
  

Rent expense under the lease for the year ended December 31, 2009 and for the period October 27, 2004 (Inception) to December 31, 2009
was $96,949 and $194,863, respectively.
Patent Rights License Agreement – The Company entered into a Patent Rights License agreement with Harvard University (University).
The agreement commenced November 2006 and continues on a Licensed Product-by-Licensed product and Country-by-Country basis until
expiration of the last Patents Rights. The agreement allows the Company to make sublicenses to its affiliates. The Company can terminate
the agreement at any time with a sixty days notice with no requirements of future payments.

As a consideration for the license granted, the Company:
 

 
•  Has issued to the University 2% of the outstanding common stock on a fully diluted basis upon completion of the Series A

financing.
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7. COMMITMENTS…continued
Patent Rights License Agreement…continued –
 

 
•  Shall pay to the University non-refundable annual license maintenance fees payable on January 1 of each year as stated

below. Each license maintenance fee paid is creditable against the royalties due on Net Sales made during the calendar year
following the due date.
Future license maintenance fees payments as of December 31, 2009 are as follows:

 
Years   Amount  
2010   $ 10,000  
2011   $ 25,000  
2012   $ 50,000  
2013   $ 75,000  
2014   $100,000  
Each subsequent calendar year for the remainder of the term   $100,000  

 

 
•  Per the agreement, the Company has agreed to pay to the University various amounts at the completion of certain milestones

as described in the agreement. The payment amount of those milestones varies based on multiple criteria. No liability has
been accrued at December 31, 2009 for those amounts.

 

 
•  The Company shall pay the University royalties of 3% of net sales for sales up to $200,000,000 and 2.5% of sales above

$200,000,000.
 

 
•  The Company has agreed to pay the University various percentages for all Sublicense income based on the year of the

Sublicense, where applicable.
 
8. 401(k) PROFIT SHARING PLAN

On January 1, 2008 the Company adopted a 401(k) profit sharing plan covering eligible employees as defined by the plan. Eligible
employees may make pre-tax contributions up to the maximum allowed by law. The Company did not make a matching contribution for
the year ended December 31, 2009. In addition, the plan provides for a profit sharing contribution by the Company at the discretion of the
Board of Directors. For the year ended December 31, 2009 and for the period October 27, 2004 (Inception) to December 31, 2009 the
Company did not make a profit sharing contribution to the plan.
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9. SUBSEQUENT EVENT

On June 17, 2010, the Board of Directors of Claros Diagnostics, Inc. amended and restated the certificate of incorporation of the
Corporation as followed: increase the number of authorized shares of common stock from 18,500,000 shares to 28,000,000 shares and
increase the number of authorized shares of preferred stock from 9,528,753 shares to 14,128,753 shares.
On June 21, 2010, the Corporation entered into a $5,000,000 convertible promissory note with some of the Corporation’s stockholders.
The note can be accessed at the discretion of the Corporation by tranches. Each tranche bears interest at 8% from the date it is accessed.
Each note holder has certain conversion rights which vary based on meeting certain financial criteria. The terms are stated in their
respective convertible promissory note agreement. As of the report date, only $1,000,000 of the $5,000,000 convertible promissory note
has been accessed by the Corporation.



 
SUPPLEMENTAL INFORMATION

  



INDEPENDENT AUDITORS’ REPORT ON
CONSOLIDATING AND SUPPLEMENTAL INFORMATION

Board of Directors and Stockholders
Claros Diagnostics, Inc.
Woburn, Massachusetts

Our report on our audit of the basic consolidated financial statements of Claros Diagnostics, Inc. (A Development Stage Company) appears on
page 1. This audit was made for the purpose of forming an opinion on the consolidated financial statements taken as a whole. The
consolidating information contained on pages 18 through 20 is presented for purposes of additional analysis of the consolidated financial
statements rather than to present the financial position, results of operations, and cash flows of the individual companies. The supplemental
information contained on page 21 is presented for additional analysis and is not a required part of the basic consolidated financial statements.
Such consolidating and supplementary information has been subjected to the auditing procedures applied in the audit of the consolidated
financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic consolidated financial statements taken
as a whole.

Kirkland Albrecht & Fredrickson, LLC
Braintree, Massachusetts

August 4, 2010
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   Claros US    Claros SARL   Eliminations  Consolidated  

ASSETS        
CURRENT ASSETS:        

Cash and cash equivalents   $2,089,898    $ 29,284    $ —     $2,119,182  
Due from related party    50,000     —       (50,000)   —    
Refundable taxes    14,153     —       —      14,153  
Prepaid expenses    15,844     —       —      15,844  

      

Total current assets    2,169,895     29,284     (50,000)   2,149,179  
      

PROPERTY AND EQUIPMENT, AT COST        
Equipment    342,848     —       —      342,848  
Leasehold improvements    117,816     —       —      117,816  
Computer    58,602     —       —      58,602  
Furniture and fixtures    38,726     —       —      38,726  

      

   557,992     —       —      557,992  
Less accumulated depreciations    201,134     —       —      201,134  

      

Property and equipment, net    356,858     —       —      356,858  
      

OTHER ASSETS:        
Deposits    16,671     —       —      16,671  
Accrued interest receivable from stockholder    5,855        5,855  
Investment in Claros Diagnostics SARL    8,122     —       (8,122)   —    

      

Total other assets    30,648     —       (8,122)   22,526  
      

  $2,557,401    $ 29,284    $ (58,122)  $2,528,563  
      

See independent auditors’ report on consolidated supplemental information.
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   Claros US   Claros SARL  Eliminations  Consolidated  

LIABILITES AND EQUITY      
CURRENT LIABILITES:      

Accounts payable   $ 130,316   $ —     $ —     $ 130,316  
Due to related party    —      57,790    (57,790)   —    
Accrued expenses and other current liabilities    145,309    6,378    —      151,687  

  

Total current liabilities    275,625    64,168    (57,790)   282,003  
  

EQUITY:      
Claros Diagnostics, Inc.      
Preferred stock, $0.001 par value, 9,528,753 shares authorized, issued

and outstanding (liquidation preference of $13,677,874)    1,887,402    —      —      1,887,402  
Common stock, $0.001 par value, 28,000,000 share authorized,

3,985,872 shares issued and outstanding    3,986    8,122    (8,122)   3,986  
Additional paid-in capital    12,012,929    —      —      12,012,929  
Stock subscription receivable    (40,515)   —      —      (40,515) 
Deficit accumulated during the development stage    (11,582,026)   (40,028)   1,952    (11,620,102) 
Accumulated other comprehensive income    —      (2,978)   7,582    4,604  

  

Total Claros Diagnostics, Inc.    2,281,776    (34,884)   1,412    2,248,304  
  

Noncontrolling interest    —      —      (1,744)   (1,744) 
  

Total equity    2,281,776    (34,884)   (332)   2,246,560  
  

Total liabilities and equity   $ 2,557,401   $ 29,284   $ (58,122)  $ 2,528,563  
  

See independent auditors’ report on consolidated supplemental information.



CLAROS DIAGNOSTICS, INC.
(A Development Stage Company)
Consolidated Statement of Operations
Year ended December 31, 2009   
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   Claros US   Claros SARL  Eliminations   Consolidated  
REVENUE   $ —     $ —     $ —      $ —    

    

OPERATING EXPENSES:       
General and administrative    2,458,539    6,970    —       2,465,509  
Research and development    1,338,627    —      —       1,338,627  

    

   3,797,166    6,970    —       3,804,136  
    

Operating loss    (3,797,166)   (6,970)   —       (3,804,136) 
    

OTHER INCOME (EXPENSE):       
Grant income    20,790    —      —       20,790  
Dividend income    15,204    —      —       15,204  
Interest income    2,028    25    —       2,053  

    

Total other income, net    38,022    25    —       38,047  
    

Net loss    (3,759,144)   (6,945)   —       (3,766,089) 
Net income (loss) attributable to noncontrolling interest    —      —      347     347  

    

Net loss attributable to Claros Diagnostics, Inc.   $(3,759,144)  $ (6,945)  $ 347    $(3,765,742) 
    

See independent auditors’ report on consolidated supplemental information.



CLAROS DIAGNOSTICS, INC.
(A Development Stage Company)
Consolidating Schedule of General and Administrative Expenses
Year ended December 31, 2009   
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   Claros US    Claros SARL   Eliminations   Consolidated  
Salaries   $1,213,157    $ —      $ —      $1,213,157  
Consultants    370,492     —       —       370,492  
Patent legal    141,784     —         141,784  
Employee benefits    124,044     —       —       124,044  
Rent    96,949     —       —       96,949  
Depreciation    93,215     —       —       93,215  
Legal fees    91,540     —       —       91,540  
Payroll taxes    80,903     —       —       80,903  
Patent licensing    52,633     —       —       52,633  
Accounting services    28,450     6,894     —       35,344  
Miscellaneous    34,667     76     —       34,743  
Travel, meals and entertainment    32,911     —       —       32,911  
Office    29,223     —       —       29,223  
Utilities    21,389     —       —       21,389  
Repairs and maintenance    16,510     —       —       16,510  
Insurance    12,605     —       —       12,605  
Recruiting    12,400     —       —       12,400  
Safety    4,048     —       —       4,048  
Promotional materials    1,505     —         1,505  
Taxes, other    114     —       —       114  

        

  $2,458,539    $ 6,970    $ —      $2,465,509  
        

See independent auditors’ report on consolidated supplemental information.



Claros Diagnostics, Inc.
(A Development Stage Company)

Condensed Consolidated Balance Sheets
As of September 30, 2011 and September 30, 2010

(unaudited)
(in thousands, except share and per share data)

 

   
September 30,

2011   
September 30,

2010  
ASSETS    
Current assets    

Cash and cash equivalents   $ 77   $ 884  
Prepaid expenses and other current assets    10    2  

  

Total current assets    87    886  
Property and equipment, net    349    405  
Other assets    24    23  

  

TOTAL ASSETS   $ 460   $ 1,314  
  

LIABILITIES AND SHAREHOLDERS DEFICIT    
Current liabilities    

Convertible promissory note and notes payable   $ 4,299   $ 2,000  
Accounts payable    611    91  
Accrued expenses    106    3  

  

Total current liabilities    5,016    2,094  
Commitments and contingencies    
DEFICIT    

Preferred Stock - $0.001 par value, 14,128,753 shares authorized, 9,528,753 issued and outstanding
at September 30, 2011 and 2010    3,335    2,507  

Common Stock - $0.001 par value, 500,000,000 shares authorized, 4,005,555 shares issued    4    4  
Additional paid-in capital    12,057    12,057  
Stock subscription receivable    (41)   (41) 
Deficit accumulated during the development stage    (19,911)   (15,307) 

  

Total deficit    (4,556)   (780) 
  

Total liabilities and deficit   $ 460   $ 1,314  
  



Claros Diagnostics, Inc.
(A Development Stage Company)

Condensed Consolidated Statements of Operations
For the nine months ended September 30, 2011 and 2010

and for the Period October 27, 2004 (Inception) to September 31, 2011 and 2010
(unaudited)

(in thousands)
 

   
September 30,

2011   
September 30,

2010   

Cumulative for
the period

October 27,
2004

(Inception) to
September 30,

2011   

Cumulative
for the period
October 27,

2004
(Inception) to
September 30,

2010  
Revenue   $ —     $ —     $ —     $ —    
Cost of goods sold    —      —      —      —    

  

Gross margin    —      —      —      —    
Operating expenses      

Selling, general and administrative    2,349    2,261    11,967    8,673  
Research and development    514    811    5,429    4,674  

  

Total operating expenses    2,863    3,072    17,396    13,347  
  

Operating loss    (2,863)   (3,072)   (17,396)   (13,347) 
Other (expense) income, net    (4)   1    710    532  

  

Loss before income taxes    (2,867)   (3,071)   (16,686)   (12,815) 
Income tax provision    —      —      —      —    

  

Net loss   $ (2,867)  $ (3,071)  $ (16,686)  $ (12,815) 
  



Claros Diagnostics, Inc.
(A Development Stage Company)

Condensed Consolidated Statements Cash Flows
For the nine months ended September 30, 2011 and 2010

and for the Period October 27, 2004 (Inception) to September 31, 2011 and 2010
(unaudited)

 

   

For the nine
months ended
September 30,

2011   

For the nine
months ended
September 30,

2010   

Cumulative for
the Period

October 27, 2004
(Inception) to
September 30,

2011   

Cumulative for
the Period

October 27, 2004
(Inception) to
September 30,

2010  
CASH FLOWS FROM OPERATING ACTIVITIES:      

Net loss   $ (2,867)  $ (3,071)  $ (16,687)  $ (12,815) 
Adjustments to reconcile net loss to net cash

provided (used) by operating activities:      
Incentive option based compensation    95    27    255    150  
Depreciation    75    90    396    291  
Changes in assets and liabilities:      

(Increase) decrease in:      
Prepaid expenses and other current assets    (9)   (28)   (28)   (57) 
Accounts payable    (35)   (39)   120    104  
Accrued expenses and other current liabilities    406    (148)   606    (3) 

  

Net cash used by operating activities    (2,335)   (3,169)   (15,338)   (12,330) 
  

     
CASH FLOWS FROM INVESTING ACTIVITIES:      

Acquisition of property and equipment    (3)   (66)   (728)   (624) 
Deposits    —      —      (17)   (17) 

  

Net cash used by investing activities    (3)   (66)   (745)   (641) 
CASH FLOWS FROM FINANCING ACTIVITIES:      

Proceeds from convertible promissory note    2,299    2,000    4,299    2,000  
Payments on stockholder notes payable    —      —      (25)   (25) 
Advances of stockholder notes payable    —      —      25    25  
Proceeds from issuance of common stock    5    —      70    63  
Proceeds from issuance of preferred stock    —      —      11,800    11,800  

  

Net cash provided by financing activities    2,304    2,000    16,169    13,863  
  

EFFECT OF EXCHANGE RATES ON CASH AND CASH
EQUIVALENTS    —      —      (9)   (8) 

  

NET INCREASE (DECREAE IN CASH AND CASH
EQUIVALENTS    (34)   (1,235)   77    884  

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD    111    2,119    —      —    
  

CASH AND CASH EQUIVALENTS, END OF PERIOD   $ 77   $ 884   $ 77   $ 884  
  

SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION:      

Cash paid during the year for:      
Interest      
Income taxes   $ —     $ —     $ 1   $ 1  

  

  $ —      —     $ —     $ —    
  



Exhibit 99.2

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

On October 13, 2011, OPKO Health, Inc. (the “Company”) completed the acquisition of Claros Diagnostics, Inc. (“Claros”) 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
acquisition, (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
transaction as if the acquisition 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 acquisition occurred on January 1, 2010.

The unaudited pro forma condensed consolidated financial statements are presented for informational purposes only and do not purport to
present what the Company’s results would have been had the acquisition 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 condensed consolidated 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 condensed consolidated
financial statements and the accompanying notes as of and for the three and nine months ended September 30, 2011.



OPKO Health, Inc.
Pro Forma Condensed Consolidated Balance Sheet

As of September 30, 2011
(unaudited)

(in thousands, except share and per share data)
 

   

OPKO Health,
Inc.

As reported   

Claros
Diagnostics,

Inc.   
Pro forma

adjustments  Pro forma  
ASSETS      
Current assets      

Cash and cash equivalents   $ 47,235   $ 77   $(10,000)  a  $ 37,312  
Marketable securities    40,182    —      —      40,182  
Accounts receivable, net    12,688    —      —      12,688  
Inventory, net    10,516    —      —      10,516  
Prepaid expenses and other current assets    1,729    10    —      1,739  
Current assets of discontinued operations    5,279    —      —      5,279  

  

Total current assets    117,629    87    (10,000)   107,716  
Property and equipment, net    3,271    349    —      3,620  
Intangible assets, net    14,252    —      39,082   e   53,334  
Goodwill    6,234    —      —      6,234  
Investment    5,862    —      —      5,862  
Other assets    824    24     848  
Assets of discontinued operations    2,929    —      —      2,929  

  

TOTAL ASSETS   $ 151,001   $ 460   $ 29,082   $ 180,543  
  

LIABILITIES, SERIES D PREFERRED STOCK, AND
SHAREHOLDERS’ EQUITY      

Current liabilities      
Accounts payable   $ 2,556   $ 611   $ (475)  a  $ 2,692  
Accrued expenses    3,678    106    —      3,784  
Current portion of notes payable    12,547    4,299    (4,299)  a   12,547  
Current liabilities of discontinued operations    1,460    —      —      1,460  

  

Total current liabilities    20,241    5,016    (4,774)   20,483  
Long-term liabilities    2,154    —      9,300   f   11,454  

  

Total liabilities    22,395    5,016    4,526    31,937  
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  
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  

     45   a  
Treasury stock – 2,443,894 shares    (7,893)   —      —      (7,893) 
Additional paid-in capital    485,181    12,057    (12,057)  b   505,136  

     19,955   a  
Accumulated other comprehensive income    434    (41)   41   b   434  
Accumulated deficit    (378,125)   (19,911)   19,911   b   (378,125) 

  

Total shareholders’ equity (deficit)    102,478    (4,556)   24,556    122,478  
  

TOTAL LIABILITIES SERIES D PREFERRED STOCK AND
SHAREHOLDERS’ EQUITY   $ 151,001   $ 460   $ 29,082   $ 180,543  

  

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



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

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

(in thousands, except share and per share data)
 

   
OPKO

Health, Inc.   

Claros
Diagnostics,

Inc.   
Pro forma

adjustments   Pro forma  
Revenue   $ 22,185   $ —     $ —     $ 22,185  
Cost of goods sold    13,085    —      —      13,085  

  

Gross margin    9,100    —      —      9,100  
Operating expenses      

Selling, general and administrative    14,102    2,349    —      16,451  
Research and development    7,097    514    —      7,611  
Other operating expenses, principally amortization of

intangible assets    2,615    —      2,400   d   5,015  
  

Total operating expenses    23,814    2,863    2,400    29,077  
  

Operating loss    (14,714)   (2,863)   (2,400)   (19,977) 
Other expense, net    (757)   (4)   (825)  c   (1,586) 

  

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

Income tax provision    199    —      —      199  
  

Loss before investment loss and discontinued operations    (15,670)   (2,867)   (3,225)   (21,762) 
Loss from investment in investee    (1,175)   —      —      (1,175) 

  

Net loss before discontinued operations    (16,845)   (2,867)   (3,225)   (22,937) 
Discontinued operations    (2,841)   —      —      (2,841) 

  

Net loss    (19,686)   (2,867)   (3,225)   (25,778) 
Preferred stock dividend    (1,860)   —      —      (1,860) 

  

Net loss attributable to common shareholders   $ (21,546)  $ (2,867)  $ (3,225)  $ (27,638) 
  

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

  

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

Weighted average number of common shares outstanding,
basic and diluted    277,359,789     4,494,380    281,854,169  

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



OPKO Health, Inc.
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.   
Claros

Diagnostics, Inc.  
Pro forma

adjustments   Pro forma  
Revenue   $ 28,494   $ —     $ —     $ 28,494  
Cost of goods sold    13,495    —      —      13,495  

  

Gross margin    14,999    —      —      14,999  
Operating expenses      

Selling, general and administrative    18,133    3,206    —      21,339  
Research and development    5,949    1,051    —      7,000  
Other operating expenses, principally amortization of

intangible assets    2,053    —      3,200   d   5,253  
  

Total operating expenses    26,135    4,257    3,200    33,592  
  

Operating loss    (11,136)   (4,257)   (3,200)   (18,593) 
Other (expense) income, net    (844)   181    (1,100)  c   (1,763) 

  

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

Income tax benefit    (18)   —      —      (18) 
  

Loss before investment loss and discontinued operations    (11,962)   (4,076)   (4,300)   (20,338) 
Loss from investment in investee    (714)   —      —      (714) 

  

Net loss before discontinued operations    (12,676)   (4,076)   (4,300)   (21,052) 
Discontinued operations    (6,250)    —      (6,250) 

  

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

  

Net loss attributable to common shareholders   $ (21,550)  $ (4,076)  $ (4,300)  $ (29,926) 
  

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

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

Weighted average number of common shares outstanding,
basic and diluted    255,095,586     4,494,380    259,589,966  

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



Notes:
 

(a) Reflects the consideration paid at closing 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. equity capital
(c) The pro forma interest expense assumes borrowing funds at an 11% annual interest rate for the purchase price of $10.0 million. 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 transaction closed on January 1, 2010.
(e) The following table reflects the initial purchase price allocation, 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 upon the achievement of certain milestones. This amount
represents the estimated fair value of the contingent consideration, which is preliminary and subject to change.


