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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

x  Quarterly report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended June 30, 2012

or

Transition report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from to

Commission File Number: 001-33500

JAZZ PHARMACEUTICALS PUBLIC LIMITED COMPANY

(Exact name of registrant as specified in its charter)

Table of Contents



Edgar Filing: Jazz Pharmaceuticals plc - Form 10-Q

Ireland 98-1032470
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

45 Fitzwilliam Square
Dublin 2, Ireland
011-353-1-634-4183

(Address, including zip code, and telephone number, including area code, of registrant s principal executive offices)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Ordinary shares, nominal value $0.0001 per share The NASDAQ Stock Market LLLC
Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer

Non-accelerated filer ™ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes “ No x

As of July 31, 2012, 57,536,632 ordinary shares of the registrant, nominal value $0.0001 per share, were outstanding.
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We own or have rights to various copyrights, trademarks, and trade names used in our business, including the following: Jazz Pharmaceuticals®,
Xyrem® (sodium oxybate) oral solution, FazaClo® (clozapine, USP), Luvox CR® (fluvoxamine maleate) Extended-Release Capsules, Luvox®
(fluvoxamine maleate), Prialt® (ziconotide) intrathecal infusion, Elestrin® (estradiol gel), Urelle® (urinary antiseptic), Gesticare® (prenatal
vitamin), Natelle® (prenatal vitamin), Gastrocrom® (cromolyn sodium oral concentrate), Niravam® (alprazolam), Parcopa®
(carbidopa/levodopa), AVC Cream (sulfanilamide), Erwina7® (asparaginase Erwinia chrysanthemi), Erwinase®, Asparec®
(mPEG-r-crisantaspase), Leukotac  (inolimomab), ProstaScifft (capromab pendetide) and Quadramet® (Samarium Sm 153 Lexidronam
Injection). This report also includes trademarks, service marks, and trade names of other companies.
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Item 1. Financial Statements

Current assets:

Cash and cash equivalents

Marketable securities

Accounts receivable, net of allowances
Inventories

Prepaid expenses

Other current assets

Total current assets
Property and equipment, net
Intangible assets, net
Goodwill

Other long-term assets

Total assets

LIABILITIES AND SHAREHOLDERS

Current liabilities:

Accounts payable

Accrued liabilities

Current portion of long-term debt
Purchased product rights liability
Liability under government settlement
Deferred revenue

Total current liabilities

Deferred revenue, non-current
Long-term debt, less current portion
Contingent consideration

Deferred tax liability

Other non-current liabilities

Commitments and contingencies (Note 8)

Shareholders equity:

Ordinary shares

Non-voting euro deferred shares
Capital redemption reserve
Additional paid-in capital
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PARTI FINANCIAL INFORMATION

JAZZ PHARMACEUTICALS PLC

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands)

(Unaudited)

ASSETS

EQUITY

$

$

$

June 30,
2012

154,543

78,130
48,355

5,906
13,508

300,442
4,631
927,409
446,236
19,226

1,697,944

34,505
125,080
23,750
6,972

2,011

192,318
7,356
444,190
35,300
185,706
1,615

6

55

471
1,126,371

December 31,
2011

$ 82,076
75,822
34,374

3,909
1,690
1,260

199,131
1,557
14,585
38,213
87

$ 253,573

$ 5,129
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Accumulated other comprehensive loss (388) 31)
Accumulated deficit (295,056) (349,882)
Total shareholders equity 831,459 192,788
Total liabilities and shareholders equity $ 1,697,944 $ 253,573

The accompanying notes are an integral part of these condensed consolidated financial statements.
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JAZZ PHARMACEUTICALS PLC

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share amounts)

(Unaudited)

Three Months Ended June 30,

2012
Revenues:
Product sales, net $ 128,310
Royalties and contract revenues 1,229
Total revenues 129,539
Operating expenses:
Cost of product sales (excluding amortization of
acquired developed technologies) 15,370
Selling, general and administrative 60,638
Research and development 2,321
Intangible asset amortization 15,751
Total operating expenses 94,080
Income from operations 35,459
Interest expense, net (1,481)
Other expense (240)
Income before provision for income tax expense 33,738
Provision for income tax expense 6,593
Net income $ 27,145
Net income per ordinary share:
Basic $ 0.48
Diluted $ 0.45
Weighted-average ordinary shares used in computing net
income per share:
Basic 56,952
Diluted 60,554

$

2011

63,464
1,103

64,567

3,370
22,094
3,382
1,862

30,708

33,859
(657)

33,202

33,202

0.81

0.71

41,209

46,601

Six Months Ended June 30,
2012 2011
235,646 $ 113,367
2,307 2,081
237,953 115,448
26,128 6,179
107,637 42,005
6,280 7,077
29,264 3,724
169,309 58,985
68,644 56,463
(1,450) (1,434)
(258) -
66,936 55,029
12,110 -

54,826 55,029
0.99 1.35

0.92 1.19
55,437 40,788
59,319 46,238

The accompanying notes are an integral part of these condensed consolidated financial statements.
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JAZZ PHARMACEUTICALS PLC

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Net income

Other comprehensive income (loss):

Foreign currency translation adjustments
Available-for-sale securities:

Net unrealized (loss) gain on available-for-sale securities,
net of income taxes

Reclassification adjustments for gains included in
earnings, net of income taxes

Other comprehensive loss

Total comprehensive income

(In thousands)
(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011

$ 27,145 $ 33,202 $ 54,826 $ 55,029

(388) - (388) .

(20) - 8 -

17 - 23 -

391) - (357) -
$ 26,754 $ 33,202 $ 54,469 $ 55,029

The accompanying notes are an integral part of these condensed consolidated financial statements.
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JAZZ PHARMACEUTICALS PLC

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)
Six Months Ended
June 30,
2012 2011
Operating activities
Net income $ 54,826 $ 55,029
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 415 189
Amortization of intangible assets 29,264 3,724
Loss on disposal of property and equipment 139 15
Share-based compensation expense 8,539 6,563
Excess tax benefit from share-based compensation (6,238) -
Purchase accounting inventory fair value step-up 6,380 -
Change in fair value of contingent consideration 200 -
Other non-cash transactions 309 394
Changes in assets and liabilities:
Accounts receivable (7,427) (2,918)
Inventories 806 352
Prepaid expenses and other current assets (5,390) (1,820)
Other assets and liabilities (1,191) 51
Accounts payable 11,363 1,616
Accrued liabilities 16,339 3,141
Deferred revenue 250 476)
Liability under government settlement (7,320) (3,976)
Net cash provided by operating activities 101,264 61,884
Investing activities
Acquisitions, net of cash acquired (542,531) -
Purchases of marketable securities (37,443) -
Proceeds from sale of marketable securities 81,246 -
Proceeds from maturities of marketable securities 31,988 -
Purchases of property and equipment (2,494) (161)
Purchase of product rights (9,500) (2,250)
Decrease in restricted cash - 400
Net cash used in investing activities (478,734) (2,011)
Financing activities
Net proceeds from issuance of debt 450,916 -
Proceeds from employee stock purchases, exercise of stock options and warrants 18,573 9,411
Payment of employee withholding taxes upon exercise of share-based awards (25,299) -
Excess tax benefit from share-based compensation 6,238 -
Repayment of long-term debt - (8,332)
Net repayments under revolving credit facility - (3,350)
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Net cash provided by (used in) financing activities 450,428
Effect of exchange rates on cash and cash equivalents (491)
Net increase in cash and cash equivalents 72,467
Cash and cash equivalents, at beginning of period 82,076
Cash and cash equivalents, at end of period $ 154,543

See Note 2 for supplemental disclosures of non-cash investing activities related to acquisitions.

The accompanying notes are an integral part of these condensed consolidated financial statements.
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(2,271)

57,602
44,794

102,396
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JAZZ PHARMACEUTICALS PLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. The Company and Summary of Significant Accounting Policies

Jazz Pharmaceuticals Public Limited Company, or Jazz Pharmaceuticals plc, a public limited company formed under the laws of Ireland, is a
specialty biopharmaceutical company dedicated to improving patients lives through the identification, development and commercialization of
pharmaceutical products that address unmet medical needs in focused therapeutic areas.

On January 18, 2012, the businesses of Jazz Pharmaceuticals, Inc. and Azur Pharma Public Limited Company, or Azur Pharma, were combined
in a merger transaction, or the Azur Merger, accounted for as a reverse acquisition under the acquisition method of accounting for business
combinations, with Jazz Pharmaceuticals, Inc. treated as the acquiring company for accounting purposes. As part of the Azur Merger, a
wholly-owned subsidiary of Azur Pharma merged with and into Jazz Pharmaceuticals, Inc., with Jazz Pharmaceuticals, Inc. surviving the Azur
Merger as a wholly-owned subsidiary of Jazz Pharmaceuticals plc. Prior to the Azur Merger, Azur Pharma changed its name to Jazz
Pharmaceuticals plc. Upon the consummation of the Azur Merger, the historical financial statements of Jazz Pharmaceuticals, Inc. became our
historical financial statements. Accordingly, the historical financial statements of Jazz Pharmaceuticals, Inc. only are included in the
comparative prior periods. For additional information regarding the Azur Merger see Note 2.

On June 12, 2012, we completed the acquisition of EUSA Pharma Inc., or EUSA Pharma, which we refer to as the EUSA Acquisition. As part
of the EUSA Acquisition, an indirect wholly-owned subsidiary of Jazz Pharmaceuticals plc merged with and into EUSA Pharma, with EUSA
Pharma continuing as the surviving corporation and as an indirect wholly-owned subsidiary of Jazz Pharmaceuticals plc. For additional
information regarding the EUSA Acquisition see Note 2.

Unless otherwise indicated or the context otherwise requires, references to Jazz Pharmaceuticals,  the registrant, we, us, and our referto Jazz
Pharmaceuticals plc and its consolidated subsidiaries, including its predecessor, Jazz Pharmaceuticals, Inc., except that all such references prior

the effective time of the Azur Merger on January 18, 2012 are references to Jazz Pharmaceuticals, Inc. and its consolidated subsidiaries. All

references to Azur Pharma are references to Jazz Pharmaceuticals plc (f/k/a Azur Pharma Public Limited Company) and its consolidated

subsidiaries prior to the effective time of the Azur Merger on January 18, 2012. The disclosures in this report relating to the pre-Azur Merger

business of Jazz Pharmaceuticals plc, unless noted as being the business of Azur Pharma prior to the Azur Merger, pertain to the business of Jazz
Pharmaceuticals, Inc. prior to the Azur Merger.

Basis of Presentation

These unaudited condensed consolidated financial statements have been prepared following the requirements of the Securities and Exchange
Commission, or SEC, for interim reporting. As permitted under those rules, certain footnotes and other financial information that are normally
required by U.S. generally accepted accounting principles, or GAAP, can be condensed or omitted. The information included in this Quarterly
Report on Form 10-Q should be read in conjunction with the annual consolidated financial statements and accompanying notes of Jazz
Pharmaceuticals, Inc. included in the Annual Report on Form 10-K for the year ended December 31, 2011 that we filed on behalf of and as
successor to Jazz Pharmaceuticals, Inc. Because the Azur Merger was consummated after December 31, 2011, we also filed a separate Annual
Report on Form 10-K covering the last full fiscal year of Azur Pharma that includes the annual consolidated financial statements and
accompanying notes of Azur Pharma (Commission File Number 333-177528). The results of operations of the acquired Azur Pharma and EUSA
Pharma businesses, along with the estimated fair values of the assets acquired and liabilities assumed in each transaction, have been included in
our condensed consolidated financial statements since the effective dates of the Azur Merger and the EUSA Acquisition, respectively.

In the opinion of management, these condensed consolidated financial statements have been prepared on the same basis as the annual
consolidated financial statements of Jazz Pharmaceuticals, Inc. and include all adjustments, consisting only of normal recurring adjustments,
considered necessary for the fair presentation of our financial position and operating results. The results for the three and six months ended
June 30, 2012 are not necessarily indicative of the results to be expected for the year ending December 31, 2012, for any other interim period or
for any future period.

The consolidated financial statements include the accounts of Jazz Pharmaceuticals plc and our wholly-owned subsidiaries and intercompany
transactions and balances have been eliminated.
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Significant Risks and Uncertainties
Our financial results are significantly influenced by sales of Xyrem, and maintaining and increasing sales of Xyrem is subject to a number of
risks and uncertainties, including the potential introduction of generic competition, and changed or increased regulatory restrictions. During

2010, an abbreviated new drug application, or ANDA, was filed with the United States Food and Drug Administration, or FDA, by a third party
seeking to market a generic form of Xyrem. We have sued that third party for infringement
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of our patents, and the litigation is ongoing. If an ANDA for Xyrem is approved and a generic version of Xyrem is introduced, our sales of
Xyrem would be adversely affected. In addition, we are continuing our ongoing work with the FDA on both changes to our Xyrem product label
and our risk management and distribution system for Xyrem. The FDA may take, or require us to take, actions that could make it more difficult
or expensive for us to distribute Xyrem, make competition easier and/or negatively affect the commercial success of Xyrem.

In addition to risks related specifically to Xyrem, we are subject to risks and uncertainties common to companies in the pharmaceutical industry
with development and commercial operations, including: the need to successfully integrate and grow our combined business after the EUSA
Acquisition and Azur Merger; the need to obtain appropriate pricing and reimbursement for our products in an increasingly challenging
environment; the ongoing regulation and oversight by the FDA, the U.S. Drug Enforcement Administration, and similar foreign regulatory
agencies; the challenges of achieving and maintaining commercial success of our products; the dependence on key customers and sole source
suppliers; the protection of intellectual property rights; and the difficulty and uncertainty of pharmaceutical product development and the
uncertainty of clinical success and regulatory approval.

Business Acquisitions

Our condensed consolidated financial statements include the operations of an acquired business after the completion of the acquisition. We
account for acquired businesses using the acquisition method of accounting. The acquisition method of accounting for acquired businesses
requires, among other things, that most assets acquired and liabilities assumed be recognized at their estimated fair values as of the acquisition
date, and that the fair value of acquired in-process research and development, or [IPR&D, be recorded on the balance sheet. Also, transaction
costs are expensed as incurred. Any excess of the purchase price over the assigned values of the net assets acquired is recorded as goodwill.
Contingent consideration is included within the acquisition cost and is recognized at its fair value on the acquisition date. A liability resulting
from contingent consideration is remeasured to fair value at each reporting date until the contingency is resolved and changes in fair value are
recognized in earnings.

Concentrations of Risk

Financial instruments that potentially subject us to concentrations of credit risk consist of cash equivalents and marketable securities. Our
investment policy permits investments in debt securities issued by the U.S. government or its agencies, corporate bonds or commercial paper
issued by U.S. corporations, certain money market mutual funds, certain repurchase agreements, and tax-exempt obligations of states, agencies
and municipalities and places restrictions on credit ratings, maturities, and concentration by type and issuer. We are exposed to credit risk in the
event of a default by the financial institutions holding our cash, cash equivalents and marketable securities and issuers of investments to the
extent recorded on the balance sheet.

We are also subject to credit risk from our accounts receivable related to our product sales. We monitor our exposure within accounts receivable
and record a reserve against uncollectible accounts receivable as necessary. We extend credit to hospitals, pharmaceutical wholesale distributors
and a specialty pharmaceutical distribution company, primarily in the United States, and to other international distributors. Customer
creditworthiness is monitored and collateral is not required. We monitor deteriorating economic conditions in certain European countries which
may result in variability of the timing of cash receipts and an increase in the average length of time that it takes to collect accounts receivable
outstanding. Historically, we have not experienced significant credit losses on our accounts receivable and we do not expect to have write-offs or
adjustments to accounts receivable which would have a material adverse effect on our financial position, liquidity or results of operations. As of
June 30, 2012, five customers accounted for 71% of gross accounts receivable and one customer, Express Scripts Specialty Distribution
Services, Inc. and its affiliate CuraScript, Inc., or Express Scripts, accounted for 46% of gross accounts receivable. As of December 31, 2011,
Express Scripts accounted for 79% of gross accounts receivable.

We rely on certain sole suppliers for drug substance and certain sole manufacturing partners for certain of our marketed products and product
candidates.

Foreign Currency

Our functional and reporting currency is the U.S. dollar. The assets and liabilities of our subsidiaries that have a functional currency other than
the U.S. dollar are translated into U.S. dollars at the exchange rate prevailing at the balance sheet date with the results of operations of
subsidiaries translated at the average exchange rate for the reporting period. The cumulative foreign currency translation adjustment is recorded
as a component of accumulated other comprehensive loss in shareholders equity.

Transactions in foreign currencies are translated into the functional currency of the relevant subsidiary at the rate of exchange prevailing at the
date of the transaction. The resulting monetary assets and liabilities are translated into the relevant functional currency at exchange rates
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prevailing at the balance sheet date. Gains and losses as a result of translation adjustments are recorded within Other expense
accompanying condensed consolidated statements of income.
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Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
amounts and disclosures reported in the consolidated financial statements and accompanying notes. Management bases its estimates on historical
experience and on assumptions believed to be reasonable under the circumstances. Actual results could differ materially from those estimates.

Net Income per Ordinary Share

Basic net income per ordinary share is based on the weighted-average number of ordinary shares outstanding. Diluted net income per ordinary
share is based on the weighted-average number of ordinary shares outstanding and potentially dilutive ordinary shares outstanding. Basic and
diluted net income per ordinary share were computed as follows (in thousands, except per share amounts):

Three Months Ended Six Months Ended
June 30, June 30,

2012 2011 2012 2011
Numerator:
Net income $27,145 $ 33,202 $ 54,826 $ 55,029
Denominator:
Weighted-average ordinary shares - basic 56,952 41,209 55,437 40,788
Dilutive effect of employee equity incentive and purchase plans 1,440 2,821 1,633 2,844
Dilutive effect of warrants 2,162 2,571 2,249 2,606
Weighted-average ordinary shares - diluted 60,554 46,601 59,319 46,238
Net income per ordinary share:
Basic $ 048 $ 081 $ 099 $ 135
Diluted $ 045 $ 071 $ 092 $ 1.19

Potentially dilutive ordinary shares from employee equity plans and warrants are determined by applying the treasury stock method to the
assumed exercise of warrants and share options, the assumed vesting of outstanding restricted stock units, or RSUs, and the assumed issuance of
ordinary shares under our employee stock purchase plan. The following table represents the weighted-average ordinary shares that were
excluded from the computation of diluted net income per ordinary share for the periods presented because including them would have an
anti-dilutive effect (in thousands):

Three Months Ended Six Months Ended

June 30, June 30,
2012 2011 2012 2011
Options to purchase ordinary shares and RSUs 1,522 1,372 1,079 1,016

All references to ordinary shares in the discussion and table above refer to Jazz Pharmaceuticals, Inc. s common stock with respect to the
comparative prior year periods and to Jazz Pharmaceuticals plc s ordinary shares with respect to the current year periods. Our earnings per share
in the comparative prior year periods were not impacted by the Azur Merger since each share of Jazz Pharmaceuticals, Inc. common stock issued
and outstanding immediately prior to the effective time of the Azur Merger was canceled and automatically converted into and became the right
to receive one ordinary share upon the consummation of the Azur Merger. This one-for-one conversion ratio is referred to in this report as the
Azur exchange ratio.

2. Business Combinations

Merger with Azur Pharma
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On January 18, 2012, pursuant to an Agreement and Plan of Merger and Reorganization dated as of September 19, 2011, as amended, a
wholly-owned subsidiary of Azur Pharma merged with and into Jazz Pharmaceuticals, Inc., with Jazz Pharmaceuticals, Inc. surviving the Azur
Merger as a wholly-owned subsidiary of Jazz Pharmaceuticals plc. Prior to the Azur Merger, Azur Pharma changed its name to Jazz
Pharmaceuticals plc. We believe the Azur Merger resulted in a company with a strengthened management team, a broader commercial
organization and an efficient platform for further growth, with resources to build our product portfolio and a future pipeline.
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At the effective time of the Azur Merger, each share of the common stock of Jazz Pharmaceuticals, Inc. issued and outstanding immediately
prior to the effective time of the Azur Merger was canceled and automatically converted into and became the right to receive one ordinary share
of Jazz Pharmaceuticals plc. Further, the stock options and stock awards outstanding under Jazz Pharmaceuticals, Inc. s equity incentive plans
were converted into stock options and stock awards to purchase or receive an equal number of ordinary shares of Jazz Pharmaceuticals plc with
substantially the same terms and conditions, including the same per share exercise price, where applicable. In addition, outstanding warrants to
purchase Jazz Pharmaceuticals, Inc. common stock were converted into substantially the same warrants to purchase an equal number of ordinary
shares of Jazz Pharmaceuticals plc at the same per share exercise price. Our ordinary shares trade on the same exchange, The NASDAQ Global
Select Market, and under the same trading symbol, JAZZ, as the Jazz Pharmaceuticals, Inc. common stock prior to the Azur Merger. We are
deemed to be the successor to Jazz Pharmaceuticals, Inc. pursuant to Rule 12g-3(a) under the Securities Exchange Act of 1934, as amended, or
the Exchange Act.

The Azur Merger was accounted for as a reverse acquisition under the acquisition method of accounting, with Jazz Pharmaceuticals, Inc. treated
as the accounting acquirer. Under the acquisition method of accounting, assets and liabilities of Azur Pharma were recorded at their respective
estimated fair values as of the date of the Azur Merger and added to those of Jazz Pharmaceuticals, Inc., including an amount for goodwill
representing the difference between the acquisition consideration and the estimated fair value of the identifiable net assets. The results of
operations of the acquired Azur Pharma business and the estimated fair values of the assets acquired and liabilities assumed have been included
in our condensed consolidated financial statements since the date of the Azur Merger.

The total acquisition consideration of $576.5 million was determined based on the market value of our ordinary shares that were held by the
historic Azur Pharma shareholders immediately following the closing of the Azur Merger. The closing price of the Jazz Pharmaceuticals, Inc.
common stock on January 17, 2012 ($46.64) was used to determine the fair value of consideration because the closing of the transaction on
January 18, 2012 occurred prior to the opening of regular trading on January 18, 2012. Immediately following the consummation of the Azur
Merger, 12,360,000, or 22%, of our ordinary shares were held by the persons and entities who acquired ordinary shares of Azur Pharma prior to
the Azur Merger, and the remaining 43,838,000, or 78%, of the ordinary shares were held by the former stockholders of Jazz Pharmaceuticals,
Inc.

During the three and six months ended June 30, 2012, we incurred $0 and $2.4 million, respectively, in transaction costs related to the Azur
Merger, which primarily consisted of banking, legal, accounting and valuation-related expenses. These expenses were recorded in selling,
general and administrative expense in the accompanying condensed consolidated statements of income. During the three and six months ended
June 30, 2012, the contribution of the acquired Azur Pharma business to our total revenues was $20.8 million and $45.2 million, respectively.
The portion of total expenses and net income associated with the acquired Azur Pharma business was not separately identifiable due to the
integration with our operations.

The preliminary purchase price allocation resulted in the following amounts being allocated to the assets acquired and liabilities assumed at the
closing date of the Azur Merger based upon their respective estimated fair values as summarized below (in thousands):

Cash and cash equivalents $ 81,751
Accounts receivable 12,975
Inventories 15,344
Property and equipment 370
Intangible assets 325,000
Goodwill 201,524
Other assets 4,862
Accounts payable and accrued liabilities (52,148)
Purchased product rights liability (11,899)
Above market lease obligation (1,315)
Total purchase price $ 576,464

Asset categories acquired in the Azur Merger included working capital, long-term assets and liabilities, fixed assets and identifiable intangible
assets, including IPR&D. The allocation of the purchase price for the Azur Merger has been prepared on a preliminary basis and we will finalize
these amounts as we obtain the information necessary to complete the measurement process. Any changes resulting from facts and
circumstances that existed as of the date of the Azur Merger may result in retrospective adjustments to the amounts recorded. These changes
could be significant. We expect to finalize these amounts no later than one year from the date of the Azur Merger. Through June 30, 2012, we
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have not recorded any measurement period adjustments related to the Azur Merger.
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The intangible assets as of the closing date of the Azur Merger included (in thousands):

Acquired developed technologies $ 323,000
In-process research and development 2,000
Total intangible assets $ 325,000

Intangible assets related to acquired developed technologies reflect the estimated fair value of the rights we acquired to those products in the
Azur Merger. The fair value was determined using an income approach, which recognizes that the fair value of an asset is premised upon the
expected receipt of future economic benefits such as earnings and cash inflows based on current sales projections and estimated direct costs for
each product line. Indications of value are developed by discounting these benefits to their present worth at a discount rate that reflects the
current return requirements of the market. Acquired developed technologies are finite-lived intangible assets and are being amortized over their
estimated lives ranging from two to fifteen years.

The excess of purchase price over the fair value amounts assigned to the assets acquired and liabilities assumed represents the goodwill amount
resulting from the acquisition. We believe the factors that contributed to goodwill include synergies that are specific to our consolidated business
and not available to market participants, the acquisition of a talented workforce that expands our expertise in business development and
commercializing pharmaceuticals products as well as other intangible assets that do not qualify for separate recognition. We do not expect any
portion of this goodwill to be deductible for tax purposes.

Acquisition of EUSA Pharma

On June 12, 2012, pursuant to an Agreement and Plan of Merger dated as of April 26, 2012, or the EUSA Acquisition Agreement, an indirect
wholly-owned subsidiary of Jazz Pharmaceuticals plc merged with and into EUSA Pharma, with EUSA Pharma continuing as the surviving
corporation and as an indirect wholly-owned subsidiary of Jazz Pharmaceuticals plc. The EUSA Acquisition has contributed to our expanded
portfolio of specialty pharmaceutical products and product candidates, including in particular, Erwinaze, as well as given us a strengthened
management team and an enhanced commercial platform, adding EUSA Pharma s specialty commercial infrastructure in the United States and
Europe and its international distribution network to our existing U.S. specialty product platform.

The EUSA Acquisition was accounted for using the acquisition method of accounting under which assets and liabilities of EUSA Pharma were
recorded at their respective estimated fair values as of the date of the EUSA Acquisition and added to those of Jazz Pharmaceuticals plc
including an amount for goodwill representing the difference between the acquisition consideration and the estimated fair value of the
identifiable net assets. The results of operations of EUSA Pharma and the estimated fair values of the assets acquired and liabilities assumed
have been included in our condensed consolidated financial statements since the date of the EUSA Acquisition.

At the closing of the EUSA Acquisition, we made an upfront cash payment of $678.4 million. Under the EUSA Acquisition Agreement, we also
agreed to make an additional contingent payment of $50.0 million in cash if Erwinaze achieves U.S. net sales of $124.5 million in 2013. $50.0
million of the amount paid at closing was deposited in an escrow account, to be held for 12 months as partial security for our indemnification
rights under the EUSA Acquisition Agreement. $25.0 million of the potential contingent payment, if payable, would be subject to reduction for
indemnification claims, if any, that are not fully satisfied by the funds in the escrow account. The initial estimate of fair value of the contingent
consideration was $35.1 million, which was recorded as a non-current liability and included in the total purchase price as summarized below:

Base payment $ 650,000
Cash acquired 54,117
Working capital and other adjustments (25,719)
Upfront payment in accordance with agreement 678,398
Estimated fair value of contingent consideration 35,100
Total purchase price $ 713,498

Table of Contents 19



Edgar Filing: Jazz Pharmaceuticals plc - Form 10-Q

During the three months and six months ended June 30, 2012, we incurred $8.9 million and $10.1 million, respectively, in transaction costs
related to the EUSA Acquisition, which primarily consisted of banking, legal, accounting and valuation-related expenses. These expenses were
recorded in selling, general and administrative expense in the accompanying condensed consolidated statements of income.

During both the three and six months ended June 30, 2012 periods, our statements of income included revenues of $8.0 million and a net loss of
$1.6 million from the acquired EUSA Pharma business, as measured from the date of the EUSA Acquisition.

11
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The preliminary purchase price allocation resulted in the following amounts being allocated to the assets acquired and liabilities assumed at the
closing date of the EUSA Acquisition based upon their respective estimated fair values as summarized below (in thousands):

Cash and cash equivalents $ 54,117
Accounts receivable (1) 23,354
Inventories 36,360
Prepaid assets 6,212
Property and equipment 764
Intangible assets 616,970
Goodwill 206,452
Other assets 436
Accounts payable and accrued liabilities (44,502)
Deferred tax liability (186,591)
Other liabilities (74)
Total purchase price $ 713,498

(1) The estimated fair value of trade receivables acquired was $23.4 million. The gross contractual amount of trade receivables was $25.1
million and was recorded net of allowances for wholesaler chargebacks related to government rebate programs, cash discounts for prompt
payment and doubtful accounts. We expect that $1.7 million of the gross contractual amount of trade receivables will be uncollectible.

Categories acquired in the EUSA Acquisition included working capital, long-term assets and liabilities, fixed assets and identifiable intangible

assets, including IPR&D. The allocation of the purchase price for the EUSA Acquisition has been prepared on a preliminary basis and we will

finalize these amounts as we obtain the information necessary to complete the measurement process. Any changes resulting from facts and
circumstances that existed as of the date of the EUSA Acquisition may result in retrospective adjustments to the amounts recorded. These
changes could be significant. We expect to finalize these amounts no later than one year from the date of the EUSA Acquisition. Through

June 30, 2012, we have not recorded any measurement period adjustments related to the EUSA Acquisition since the date of acquisition.

The intangible assets as of the closing date of the EUSA Acquisition included (in thousands):

Acquired developed technologies $ 584,470
In-process research and development 32,500
Total intangible assets $ 616,970

Intangible assets related to acquired developed technologies reflect the estimated fair value of the rights we acquired to those products in the
EUSA Acquisition. The fair value was determined using an income approach, which recognizes that the fair value of an asset is premised upon
the expected receipt of future economic benefits such as earnings and cash inflows based on current sales projections and estimated direct costs
for each product line. Indications of value are developed by discounting these benefits to their present worth at a discount rate that reflects the
current return requirements of the market. Acquired developed technologies are finite-lived intangible assets and are being amortized over their
estimated lives ranging from two to fourteen years.

The excess of purchase price over the fair value amounts assigned to the assets acquired and liabilities assumed represents the goodwill amount
resulting from the acquisition. We believe the factors that contributed to goodwill include synergies that are specific to our consolidated business
and not available to market participants, the acquisition of a talented workforce and a platform for developing and commercializing
pharmaceuticals products as well as other intangible assets that do not qualify for separate recognition. We do not expect any portion of this
goodwill to be deductible for tax purposes.

Pro forma financial information (unaudited)
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The following unaudited supplemental pro forma information presents the combined historical results of operations of Jazz Pharmaceuticals,
Inc., Azur Pharma and EUSA Pharma for the three and six months ended June 30, 2012 and 2011, respectively, as if the Azur Merger and the
EUSA Acquisition had each been completed on January 1, 2011. The pro forma financial information includes adjustments to reflect one time
charges and amortization of fair value adjustments in the appropriate pro forma periods as though the companies were combined as of the
beginning of 2011. These adjustments include:

12
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An increase in amortization expense of $4.3 million and $10.2 million for the three and six months ended June 30, 2012,
respectively, and $18.2 million and $36.6 million, respectively, for the three and six months ended June 30, 2011 related to the fair
value of acquired identifiable intangible assets.

The exclusion of transaction-related expenses of $17.5 million and $33.3 million for the three and six months ended June 30, 2012,
respectively, and $0.3 million for both the three and six months ended June 30, 2011.

A decrease in interest expense of $3.9 million and $1.1 million for the three and six months ended June 30, 2012, respectively, and
an increase of $3.2 million and $7.3 million for the three and six months ended June 30, 2011, respectively, incurred on additional
borrowings made to fund the acquisition of EUSA, as if the borrowings had occurred on January 1, 2011, offset by the elimination of
actual interest expense incurred by EUSA during the periods presented.

The exclusion of other non-recurring expenses of $37.1 million and $47.0 million for the three and six months ended June 30,2012,
respectively, and the inclusion of $5.7 million and $14.7 million for the three and six months ended June 30, 2011, primarily related
to the fair value step-up to acquired inventory, share-based compensation incurred from the acceleration of stock option vesting upon
closing of the Azur Merger and the EUSA Acquisition, a share-based liability granted to certain former Azur Pharma shareholders
and integration-related expenses.
The unaudited pro forma results do not assume any operating efficiencies as a result of the consolidation of operations (in thousands, except per
share data):

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Revenues $ 166,289 $ 109,490 $ 320,848 $ 202,515
Net income (loss) $ 40,074 $ 1,137 $ 75,694 $ (11,071
Net income (loss) per ordinary share - basic $ 0.70 $ 0.02 $ 1.34 $ (0.21)
Net income (loss) per ordinary share - diluted $ 0.66 $ 0.02 $ 1.25 $ (0.21)
3. Inventories
The components of inventories were as follows (in thousands):
June 30, December 31,
2012 2011
Raw materials $ 4,102 $ 1,937
Work in process 6,078 524
Finished goods 38,175 1,448
Total inventories $ 48,355 $ 3,909

As of June 30, 2012, inventories included $18.4 million related to purchase accounting inventory fair value step-up.

13
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Cash, cash equivalents and marketable securities consisted of the following (in thousands):

June 30, 2012

Gross Gross Cash and
Amortized Unrealized Unrealized Estimated Cash Marketable
Cost Gains Losses Fair Value Equivalents Securities
Cash $ 154,242 $ - $ - $ 154,242 $ 154,242 $ =
Money market funds 201 - - 201 201 -
Certificates of deposit 100 - - 100 100 -
Totals $ 154,543 $ - $ - $ 154,543 $ 154,543 $ -
December 31, 2011
Gross Gross Cash and
Amortized Unrealized Unrealized Estimated Cash Marketable
Cost Gains Losses Fair Value Equivalents Securities
Cash $ 33,307 $ - $ - $ 33,307 $ 33,307 $ =
Money market funds 48,518 - - 48,518 48,518 -
Certificates of deposit 7,300 - (6) 7,294 - 7,294
Corporate debt securities 50,371 7 (34) 50,344 - 50,344
Obligations of U.S. government agencies 18,433 3 (1) 18,435 251 18,184
Totals $ 157,929 $ 10 $ @D $ 157,898 $ 82,076 $ 75,822

Collectively, cash and cash equivalents and marketable securities are considered available-for-sale. We use the specific-identification method for
calculating realized gains and losses on securities sold and include them in interest expense, net in the condensed consolidated statements of
income. Proceeds from sales of available-for-sale securities during the six months ended June 30, 2012 were $81.2 million and were used to
partially fund the EUSA Acquisition. Gross realized gains and losses during the three and six months ended June 30, 2012 were insignificant.
All available-for-sale securities held as of June 30, 2012 were cash and cash equivalents.

The following table summarizes, by major security type, our available-for-sale securities and liabilities that are measured at fair value on a
recurring basis and are categorized using the fair value hierarchy (in thousands):

June 30, 2012 December 31, 2011
Quoted
Prices
in Quoted
Active Prices in
Markets for Active Significant
Identical Significant Markets for ~ Other
Assets Unobservable Total Identical Observable Total
(Level Inputs Estimated Assets Inputs Estimated
1) (Level 3) Fair Value (Level 1) (Level 2) Fair Value
Assets:
Available-for-sale securities
Money market funds $ 201 $ - $ 201 $48,518 $ - $ 48,518
Certificates of deposit 100 - 100 - 7,294 7,294
Corporate debt securities - - - - 50,344 50,344
- - - - 18,435 18,435
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Obligations of U.S.
government agencies

Total available-for-sale securities at fair value $ 301 $ - $ 301 $ 48,518 $ 76,073 $ 124,591
Liabilities:
Contingent consideration $ - $ 35,300 $ 35,300 $ - $ - $ =

As of June 30, 2012, our available-for-sale securities included money market funds and certificates of deposits and their carrying values were
approximately equal to their fair values. There were no transfers between the different levels of the fair value hierarchy in 2012.
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As of December 31, 2011, our available-for-sale securities included corporate debt securities, obligations of U.S. government agencies, money
market funds and certificates of deposit which were measured at fair value using Level 2 inputs. We reviewed trading activity and pricing for
these investments as of the measurement date. Level 2 inputs, obtained from various third party data providers, represent quoted prices for
similar assets in active markets, or these inputs were derived from observable market data, or if not directly observable, were derived from or
corroborated by other observable market data. Level 1 inputs are quoted prices in active markets for identical assets or liabilities. As of
December 31, 2011, the aggregate fair value of available-for-sale securities which had unrealized losses was $43.6 million.

As part of the EUSA Acquisition, we agreed to make an additional contingent payment of $50.0 million in cash if Erwinaze achieves U.S. net
sales of $124.5 million in 2013. The fair value measurement of this contingent consideration obligation is determined using unobservable (Level
3) inputs. These inputs include the probability of 2013 U.S. net sales of Erwinaze exceeding the $124.5 million threshold and the discount rate.
A significant increase or decrease in the estimated probability of exceeding the milestone threshold would result in a significantly higher or
lower fair value measurement, respectively. The range of the estimated contingent payment is from zero if 2013 U.S. net sales of Erwinaze are
less than $124.5 million to $50.0 million if 2013 U.S. net sales of Erwinaze exceed $124.5 million. The fair value of the contingent
consideration payable was estimated to be $35.1 million at June 12, 2012, the date of the EUSA Acquisition, and $35.3 million at June 30, 2012.

As of June 30, 2012, the estimated fair value of our $475.0 million term loan was $477.4 million and the carrying amount was $467.9 million.
The fair value was determined using quotes from the administrative agent of our credit facility that are based on bid/ask prices of our term loan
(Level 2). For additional information regarding our term loan see Note 7.

5. Certain Balance Sheet Items

Property and equipment consisted of the following (in thousands):

June 30, December 31,
2012 2011
Computer software $ 4,164 $ 4,010
Computer equipment 2,923 2,046
Furniture and fixtures 871 556
Leasehold improvements 1,058 763
Construction-in-progress 2,461 689
Machinery and equipment 94 76
Subtotal 11,571 8,140
Less accumulated depreciation (6,940) (6,583)
Property and equipment, net $ 4,631 $ 1,557
15
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Accrued liabilities consisted of the following (in thousands):

June 30,
2012
Employee compensation and benefits $ 35,947
Rebates and other sales deductions 31,713
Sales returns reserve 25,690
Taxes payable 7,175
Professional fees 5,682
Other 18,873
Total accrued liabilities $ 125,080

6. Goodwill and Intangible Assets

The gross carrying amount of goodwill was as follows (in thousands):

June 30,
2012
Goodwill $ 446,236

December 31,
2011
$ 11,643
12,378
4,302

4,021
2,439

$ 34,783

December 31,
2011
$ 38213

We recorded goodwill of $201.5 million in January 2012 in connection with the Azur Merger and $206.5 million in June 2012 in connection
with the EUSA Acquisition. There were no changes to the initial carrying amounts of goodwill during the six months ended June 30, 2012.

The gross carrying amounts and net book values of our intangible assets were as follows (in thousands):

June 30, 2012

Remaining
Weighted-
Average Useful
Life Gross
(In Carrying Accumulated
years) Amount Amortization
Acquired developed technologies 124 $ 956,946 $ (64,716)
Trademarks 2.5 2,600 (1,917)
Total finite-lived intangible assets 959,546 (66,633)
Acquired IPR&D assets 34,496 -
Total intangible assets $994,042 $ (66,633)
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Net Book
Value
$ 892,230
683

892,913
34,496

$927,409

Gross
Carrying
Amount
$ 49,400
2,600

52,000

$ 52,000

December 31, 2011

Accumulated
Amortization
$ (35,634)

(1,781)

(37,415)

$ (37.415)

Net Book

Value
$ 13,766
819

14,585

$ 14,585
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Based on finite-lived intangible assets recorded as of June 30, 2012, and assuming the underlying assets will not be impaired in the future and
that we will not change the expected lives of the assets, future amortization costs were estimated as follows (in thousands):

Estimated
Amortization

Year Ending December 31, Expense

2012 (remainder) $ 45,247
2013 87,313
2014 82,140
2015 75,190
2016 69,118
Thereafter 533,905
Total $ 892,913

7. Long-Term Debt
Term Loan and Revolving Credit Facility

On June 12, 2012, Jazz Pharmaceuticals plc, as guarantor, and Jazz Pharmaceuticals, Inc., as borrower, entered into a $575.0 million credit
agreement with Barclays Bank PLC, as administrative agent and certain other lenders. The credit agreement provides for a six-year $475.0
million term loan and a five-year $100.0 million revolving credit facility, which includes a $10.0 million swing line loan sub facility and a $10.0
million letter of credit sub facility. The proceeds from the term loan were used to partially finance the EUSA Acquisition. Borrowings under the
term loan bear interest, at our option, at a rate equal to either the LIBOR rate, plus an applicable margin of 4.25% per annum (subject to a 1.0%
LIBOR floor), or the prime lending rate, plus an applicable margin equal to 3.25% per annum (subject to a 2.0% prime rate floor). Borrowings
under the revolving credit facility bear interest, at our option, at a rate equal to either the LIBOR rate, plus an applicable margin of 4.00% per
annum, or the prime lending rate, plus an applicable margin equal to 3.00% per annum, subject to reduction by 0.25% or 0.50% based upon our
secured leverage ratio. The revolving credit facility has a commitment fee payable on the undrawn amount ranging from 0.25% to 0.50% per
annum based upon our secured leverage ratio.

The obligations of Jazz Pharmaceuticals, Inc. under the credit agreement and any hedging or cash management obligations entered into with a
lender are guaranteed by Jazz Pharmaceuticals plc and certain of its subsidiaries and are secured by substantially all of their assets.

We may make prepayments of principal without premium or penalty, except that a 1% premium would apply to a repayment via a repricing of
the loan under the term loan effected on or prior to June 12, 2013. We are required to make mandatory prepayments of borrowings under the
term loan (without payment of a premium) with (1) net cash proceeds from certain non-ordinary course asset sales (subject to reinvestment
rights and other exceptions), (2) net cash proceeds from issuances of debt (other than certain permitted debt), (3) beginning with the fiscal year
ending December 31, 2013, 50% of our excess cash flow as defined in the credit agreement (subject to increase to 75% if our secured leverage
ratio exceeds 2.25 to 1.0, or decrease to 25% or 0% if our secured leverage ratio is equal to or less than 1.25 to 1.0 or 0.75 to 1.0, respectively),
and (4) casualty proceeds and condemnation awards (subject to reinvestment rights and other exceptions).

Principal repayments of the term loan are due quarterly beginning in September 2012 and are equal to 5% of the original principal amount in the
first year, 7.5% in the second year, 10% in each of the third and fourth years and 15% in each of the fifth and sixth years, with any remaining
balance payable on the final maturity date.

The credit agreement contains customary representations and warranties and customary affirmative and negative covenants applicable to Jazz
Pharmaceuticals plc and its restricted subsidiaries, including, among other things, restrictions on indebtedness, liens, investments, mergers,
dispositions, prepayment of other indebtedness and dividends and other distributions. The credit agreement contains a financial covenant that
requires Jazz Pharmaceuticals plc and its restricted subsidiaries to maintain a maximum secured leverage ratio beginning with the quarter ending
September 30, 2012.

The $475.0 million principal amount of the term loan was recorded net of an original issue discount of $7.1 million. We incurred $15.0 million
of debt issuance costs associated with the term loan which are recorded under the caption Other long-term assets in the accompanying condensed
consolidated balance sheets. Unpaid debt issuance costs amounted to $1.6 million at June 30, 2012. As of June 30, 2012, the interest rate on the
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term loan was 5.25%. Interest expense associated with the term loan is recorded using the interest method and includes non-cash interest related
to the debt discount and debt issuance costs. The effective interest rate on the term loan is 6.7%. The current portion of the carrying amount of
the term loan was $23.8 million as of June 30, 2012.
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Financing costs of $3.5 million associated with the revolving credit facility were deferred and are being amortized to interest expense on a
straight-line basis over the life of the facility. As of June 30, 2012, we had not borrowed under the revolving credit facility.

8. Commitments and Contingencies
Indemnification

In the normal course of business, we enter into agreements that contain a variety of representations and warranties and provide for general
indemnification, including indemnification associated with product liability or infringement of intellectual property rights. Our exposure under
these agreements is unknown because it involves future claims that may be made but have not yet been made against us. To date, we have not
paid any claims or been required to defend any action related to these indemnification obligations.

We have agreed to indemnify our executive officers, directors and certain other employees for losses and costs incurred in connection with
certain events or occurrences, including advancing money to cover certain costs, subject to certain limitations. The maximum potential amount
of future payments we could be required to make under the indemnification obligations is unlimited; however, we maintain insurance policies
that may limit our exposure and may enable us to recover a portion of any future amounts paid. Assuming the applicability of coverage, the
willingness of the insurer to assume coverage, and subject to certain retention, loss limits and other policy provisions, we believe the fair value
of these indemnification obligations is not significant. Accordingly, we have not recognized any liabilities relating to these obligations as of
June 30, 2012 and December 31, 2011. No assurances can be given that the covering insurers will not attempt to dispute the validity,
applicability, or amount of coverage without expensive litigation against these insurers, in which case we may incur substantial liabilities as a
result of these indemnification obligations.

Lease and Other Commitments

We have noncancelable operating leases for our office buildings and we are obligated to make payments under noncancelable operating leases
for automobiles used by our sales force. Future minimum lease payments under our noncancelable operating leases at June 30, 2012 were as
follows (in thousands):

Lease

Year Ending December 31, Payments

2012 (remainder) $ 2,807
2013 6,668
2014 5,713
2015 4,957
2016 4,158
Thereafter 5,755
Total $ 30,058

In May 2012, we entered into an operating lease agreement for our new headquarters in Dublin for a term of ten years, we amended and
extended the operating lease for our existing Philadelphia office building for a term of four years and we entered into a new operating sublease
for additional office space in Palo Alto near our existing office location for a term of five years. As a result of the EUSA Acquisition, we have
additional operating leases which are included in the table above.

As of June 30, 2012, we had $45.7 million of noncancelable purchase commitments under agreements with contract manufacturers, $42.5
million of which is due within one year.

Legal Proceedings
We are involved in several legal proceedings, including the following matters:

Xyrem ANDA Matter: On October 18, 2010, we received a Paragraph IV Patent Certification notice, or Paragraph IV Certification, from Roxane
Laboratories, Inc., or Roxane, that it filed an ANDA with the United States Food and Drug Administration, or FDA, requesting approval to
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market a generic version of Xyrem. Roxane s Paragraph IV Certification alleged that all five patents then listed for Xyrem in the FDA s
publication Approved Drug Products with Therapeutic Equivalence Evaluations , or Orange Book, on the date of the Paragraph IV Certification

are invalid, unenforceable or not infringed by Roxane s proposed generic product. On November 22, 2010, we filed a lawsuit against Roxane in
response to Roxane s Paragraph IV Certification in the United States
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District Court for the District of New Jersey, or the District Court. We are seeking a permanent injunction to prevent Roxane from introducing a
generic version of Xyrem in violation of our patents. In accordance with the Hatch-Waxman Act, as a result of having filed a timely lawsuit
against Roxane, FDA approval of Roxane s ANDA will be stayed until the earlier of (i) April 18, 2013, which is 30 months from our October 18,
2010 receipt of Roxane s Paragraph IV certification notice, or (ii) a District Court decision finding that the identified patents are invalid,
unenforceable or not infringed. An additional method of use patent covering the distribution system for Xyrem issued in December 2010 and is
listed in the Orange Book, and we amended our lawsuit against Roxane on February 4, 2011 to include the additional patent in the litigation in
response to Roxane s Paragraph IV Certification against this patent, as well as another patent which is not listed in the Orange Book. Another
method of use patent covering the distribution system for Xyrem issued in February 2011 and is listed in the Orange Book, and we amended our
lawsuit against Roxane on May 2, 2011 to include this additional patent in response to Roxane s Paragraph IV Certification against it. On

April 26, 2012, the District Court held a Markman hearing, a pretrial hearing in which the trial judge construes the claims of a patent, and the
discovery phase of the proceeding is ongoing. No trial date has been scheduled. We cannot predict the outcome of this matter.

On May 18, 2012, we submitted a Citizen Petition to the FDA addressing the legal and scientific bases for requiring in vivo bioequivalence
studies for generic formulations of Xyrem and requesting that the FDA: publish in the Orange Book bioequivalence requirements specifying
whether in vitro or in vivo bioequivalence studies, or both, are required for ANDAs referencing Xyrem; not accept for review, review, or
approve any ANDA referencing Xyrem unless and until the FDA has published bioequivalence requirements in the Orange Book specifying
whether in vitro bioequivalence studies, in vivo bioequivalence studies, or both, are required for such ANDAS; and require in vivo
bioequivalence studies for any sodium oxybate drug product for which approval is sought in an ANDA referencing Xyrem to the extent such
drug product differs from Xyrem in manufacturing process, pH, excipients, impurities, degradants or contaminants.

On July 10, 2012, we submitted a second Citizen Petition to the FDA addressing the requirements for submission of any ANDA referencing
Xyrem. This petition asks the FDA to rescind the acceptance of any previously-accepted ANDA referencing Xyrem, including the Roxane
ANDA, that did not contain a proposed risk management system at the time it was accepted for review, because such ANDA would not have
demonstrated, as required by law, that the new generic drug product would have the same labeling and conditions of use as Xyrem. This petition
further requests that the FDA (i) not accept for review any ANDA referencing Xyrem that does not contain, at the time of its submission, a
proposed risk management system sufficient to demonstrate that the new generic drug product has the same labeling and conditions of use as
Xyrem; and (ii) determine that if any sponsor, including Roxane, of an ANDA referencing Xyrem that did not contain, at the time it was
accepted for review, a proposed risk management system later submits, or resubmits, an ANDA that contains a proposed risk management
system sufficient to demonstrate that the new generic drug product would have the same labeling and conditions of use of Xyrem, such ANDA
should not be approved for a period of up to thirty months beginning on the date we receive notice of any Paragraph IV certifications contained
in such new ANDA, to the extent that we avail ourselves of our right to initiate a patent infringement action based on such notice. We believe
that the FDA s acceptance of Roxane s ANDA caused the thirty-month stay under the Hatch-Waxman Act and the related patent litigation
between the parties to begin prematurely in a manner contrary to applicable law. We cannot predict when or if the FDA will respond to, or
otherwise take any action with respect to, either of our Citizen Petitions, or the effect of any such response or action on the timing of the
potential introduction of a generic version of Xyrem or on the ongoing litigation between us and Roxane.

Luvox CR ANDA Matters. In August 2009, we received a Paragraph IV Certification from Actavis Elizabeth, LLC, or Actavis, advising that
Actavis had filed an ANDA with the FDA seeking approval to market a generic version of Luvox CR. Actavis Paragraph IV Certification
alleged that the United States patent covering Luvox CR, which is owned by Elan Pharma International Limited, or Elan, which has
subsequently transferred its rights to Alkermes Pharma Ireland Limited, or Alkermes, and licensed to us, is invalid on the basis that the
inventions claimed therein were obvious. On October 6, 2009, we and Elan, as plaintiffs, filed a lawsuit against Actavis in the United States
District Court for the District of Delaware claiming infringement of the Alkermes patent. On September 10, 2011, we received a Paragraph IV
Certification from Torrent Pharma Limited, or Torrent, advising us that it had filed an ANDA with the FDA requesting approval to market a
generic version of Luvox CR. On October 21, 2011, we and Alkermes, as plaintiffs, filed a lawsuit against Torrent in the United States District
Court for the District of Delaware asserting infringement of the Alkermes patent. On April 5, 2012 and April 10, 2012, we and Alkermes entered
into settlement agreements with Actavis and Torrent, respectively. Under the agreements, we, Alkermes and each of Actavis and Torrent agreed
to dismiss all of the claims brought in the litigation without prejudice, each of Actavis and Torrent agreed not to contest the validity or
enforceability of the Alkermes patent in the United States, and we, Alkermes and each of Actavis and Torrent agreed to release each other from
all claims arising in the litigation or relating to the product each of Actavis and Torrent intends to market under its ANDA. In addition, we
granted a sublicense to each of Actavis and Torrent of our rights to have manufactured, market and sell a generic version of Luvox CR in the
United States. The sublicenses will commence on April 15, 2014 or earlier upon the occurrence of certain events.

FazaClo ANDA Matters: Azur Pharma received Paragraph IV Certifications from three generics manufacturers, Barr Laboratories, Inc.; Novel
Laboratories, Inc.; and Mylan Pharmaceuticals, Inc., indicating that ANDAs had been filed with the FDA requesting approval to market generic
versions of FazaClo LD. Azur Pharma and CIMA Labs Inc., or CIMA, a subsidiary of Teva Pharmaceutical Industries Limited, or Teva, our
licensor and the entity whose drug-delivery technology is incorporated into FazaClo
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LD, filed a lawsuit in response to each certification claiming infringement based on such certification in the United States District Court for the
District of Delaware. On July 6, 2011, CIMA, Azur Pharma and Teva, which had acquired Barr Laboratories, Inc., entered into an agreement
settling the patent litigation and Azur Pharma granted a sublicense to an affiliate of Teva of Azur Pharma s rights to have manufactured, market
and sell a generic version of both FazaClo LD and FazaClo HD, as well as an option for supply of authorized generic product. The sublicense for
FazaClo LD commenced in July 2012, and the sublicense for FazaClo HD will commence in May 2015 or earlier upon the occurrence of certain
events. Teva has exercised its option for supply of an authorized generic product for Fazaclo LD, and we are addressing the FDA requirements
to permit a launch of the authorized generic product. The Novel Laboratories, Inc. and Mylan Pharmaceuticals, Inc. matters have been stayed
pending reexamination of the patents in the suit. We cannot predict the outcome of the matters with Novel Laboratories, Inc. and Mylan
Pharmaceuticals, Inc., the reexamination proceedings, or when the stays will be lifted.

Cutler Matter: On October 19, 2011, Dr. Neal Cutler, one of the original owners of FazaClo, filed a complaint against Azur Pharma and one of
its subsidiaries, as well as Avanir Pharmaceuticals, Inc., or Avanir, in California Superior Court in the County of Los Angeles. The complaint
alleges that Azur Pharma and its subsidiary breached certain contractual obligations. Azur Pharma acquired rights to FazaClo from Avanir in
2007. The complaint alleges that as part of the acquisition of FazaClo, Azur Pharma s subsidiary agreed to assume certain contingent payment
obligations to Dr. Cutler. The complaint further alleges that certain contingent payments are due because revenue thresholds have been achieved,
entitling Dr. Cutler to either a $10.5 million or $25.0 million contingent payment, plus unspecified punitive damages and attorneys fees. On
March 14, 2012, the Superior Court granted our petition to compel arbitration of the dispute in New York and stayed the Superior Court
litigation. We submitted a complaint in arbitration alleging that Dr. Cutler s suit had been improperly filed in Los Angeles and seeking a
declaratory judgment that we have complied with all contractual obligations to Dr. Cutler. On July 25, 2012, the arbitrator dismissed the
arbitration on the grounds that the parties dispute falls outside the scope of the arbitration clause in the applicable contract. This matter, like all
litigation, carries certain risks, and there can be no assurance of the outcome.

From time to time we are involved in legal proceedings arising in the ordinary course of business. We believe there is no other litigation pending
that could have, individually or in the aggregate, a material adverse effect on our results of operations or financial condition.

9. Shareholders Equity
Shares and Additional Paid-In Capital

Following the Azur Merger, our capital structure is comprised of ordinary shares and euro deferred shares. The outstanding 4,000,000
non-voting euro deferred shares of 0.01 each are held by nominees and were issued to satisfy the statutory minimum Euro-denominated share
capital required for a public limited company incorporated in Ireland. The non-voting euro deferred shares have no right to receive dividends, no
rights to attend and vote at our general meetings, are redeemable only at our option and have no substantive right to participate in a distribution
of assets upon a winding up of our company. All references to common stock in the comparative prior year reports in the discussion and table
below were replaced with references to ordinary shares to reflect the capital structure of Azur Pharma, the legal acquirer in the Azur Merger.
Our earnings per share in comparative periods were not impacted by the Azur Merger as a result of the one-for-one Azur exchange ratio.

The total purchase price consideration of $576.5 million related to the Azur Merger was recorded by increasing total par value of our ordinary
shares and euro deferred shares by $1,236 and $54,862, respectively, by creating a capital redemption reserve of $0.5 million as required by Irish
company law, to preserve permanent capital in the company; and by increasing our additional paid-in capital by $575.9 million.

The following table presents a summary of ordinary shares issued and related cash proceeds and payments (in thousands):

Six Months Ended Six Months Ended
June 30, 2012 June 30, 2011
Shares Cash Shares Cash

Azur Merger 12,360 $ - - $ -
Employee withholding taxes related to share option exercises (1) - (25,299) - -
Employee stock purchase program, option and warrant exercises 2,678 18,573 1,716 9411
Directors deferred compensation plan 29 - 13 -
Totals 15,067 $ (6,726) 1,729 $9,411
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(1) During the six months ended June 30, 2012, we paid $25.3 million of income tax withholdings on behalf of certain employees related to
the net share settlement of exercised share options in connection with the Azur Merger.
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Accumulated Other Comprehensive Loss

The components of accumulated other comprehensive loss as at June 30, 2012 and December 31, 2011 were as follows (in thousands):

. Total
Net Unrealized Foreign Accumulated
Gains (Losses) Currency Other
On Available-For- Translation Comprehensive
Sale Securities Adjustments Loss
Balance at December 31, 2011 $ (31) $ - $ 31)
Other comprehensive income (loss) 31 (388) (357)
Balance at June 30, 2012 $ - $ (388) $ (388)

10. Share-Based Compensation

Share-based compensation expense related to share options, restricted stock units, ordinary shares credited to the directors phantom share
accounts and grants under our employee stock purchase plan was classified as follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Selling, general and administrative $4,442 $2,418 $ 6,847 $ 4,830
Research and development 522 848 1,037 1,504
Cost of product sales 294 149 655 229
Total share-based compensation expense $5,258 $3,415 $ 8,539 $ 6,563

Share Options

The table below shows (i) the number of shares underlying options to purchase our ordinary shares granted to employees, (ii) the
weighted-average grant date fair value per share of those share options, and (iii) certain information about the weighted-average assumptions
used in the Black-Scholes option pricing model which was used to estimate the grant date fair value per share:

Three Months Ended Six Months Ended
June 30, June 30,

2012 2011 2012 2011
Shares underlying options granted (in thousands) 96 81 921 1,251
Weighted-average grant date fair value $ 27.64 $ 19.00 $27.87 $17.67
Black-Scholes option pricing model assumption information:
Weighted-average volatility 66% 71% 63% 74%
Weighted-average expected term (years) 52 5.6 52 5.6
Range of risk-free rates 0.7-1.1% 1.9-2.6% 0.7-1.1% 1.9-2.7%
Expected dividend yield 0.0% 0.0% 0.0% 0.0%

Restricted Stock Units
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In the six months ended June 30, 2012, we granted 452,793 RSUs covering an equal number of our ordinary shares to employees with a
weighted-average grant date fair value of $51.59. The fair value of RSUs is determined on the date of grant based on the market price of our
ordinary shares as of that date. The fair value of the RSUs is recognized as expense ratably over the vesting period of four years.

As of June 30, 2012, total compensation cost not yet recognized related to unvested share options and RSUs was $48.5 million, which is
expected to be recognized over a weighted-average period of 2.8 years.
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11. Related Party Transactions

In connection with the Azur Merger, we assumed a lease for office space in Dublin, Ireland which expires in October 2029. The lease agreement
is with Seamus Mulligan, the former Chief Executive Officer of Azur Pharma, who is currently our Chief Business Officer, International
Business Development and a member of our board of directors. Rentals paid on this lease amounted to $0.1 million in the six months ended
June 30, 2012. There were no amounts unpaid at June 30, 2012.

In May 2011, Azur Pharma entered into an agreement with Circ Pharma Limited/Circ Pharma Research and Development Limited, or Circ,
companies controlled by Seamus Mulligan, whereby it obtained an option to license certain rights and assets in relation to Tramadol (a
chronotherapeutic formulation) and to conduct certain development activities. Azur Pharma paid Circ $250,000 for this option in 2011. Effective
July 2012, we terminated the agreement at no cost.

In March 2012, we entered into an underwriting agreement with two underwriters and certain selling shareholders, pursuant to which the selling
shareholders agreed to sell to the underwriters 7.9 million of our ordinary shares, resulting in aggregate gross proceeds to the selling
shareholders of approximately $390.7 million. The selling shareholders included entities affiliated with certain members of our board of
directors, four of our directors and four of our executive officers at the time of the agreement. We did not receive any proceeds from the sale of
our ordinary shares by the selling shareholders in the offering, and we agreed to pay expenses of approximately $0.4 million in connection with
this offering.

12. Segment Reporting

We have determined that we operate in one business segment, which is the development and commercialization of specialty pharmaceutical
products. The following table presents a summary of total revenues (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,

2012 2011 2012 2011
Xyrem $ 89,097 $ 56,178 $ 162,534 $ 98,956
Erwinaze/Erwinase 6,007 - 6,007 -
Prialt 5,555 - 15,077 -
Psychiatry:
Luvox CR 10,471 7,286 20,029 14,411
FazaClo LD 5,956 - 11,535 -
FazaClo HD 3,362 - 5,922 -
Other 7,862 - 14,542 -
Product sales, net 128,310 63,464 235,646 113,367
Royalties and contract revenues 1,229 1,103 2,307 2,081
Total revenues $ 129,539 $ 64,567 $ 237,953 $ 115,448

The following table presents a summary of total revenues attributed to geographic sources (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
United States $ 124,748 $ 62,931 $226,902 $112,830
Europe 3,172 1,314 9,086 2,292
All other 1,619 322 1,965 326
Total revenues $ 129,539 $ 64,567 $237,953 $ 115,448
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The following table presents a summary of total revenues from the only customer that represented more than 10% of our total revenues:

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Express Scripts 69% 86% 68% 85%
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The following table presents total long-lived assets by location (in thousands):

June 30, December 31,
2012 2011
Ireland $ 202,856 $ -
France 718,019 -
Bermuda 301,696 -
United States 136,754 54,442
Other 38,177 -
Total long-lived assets $ 1,397,502 $ 54,442

13. Income Tax

Our provision for income taxes was $6.6 million and $12.1 million for the three and six months ended June 30, 2012, respectively, compared to
zero for the same periods in 2011. Our effective tax rate was 19.5% and 18.1% for the three and six months ended June 30, 2012, respectively,
compared to our effective tax rate of zero for the same periods in 2011. The provision for income taxes for the three and six months ended

June 30, 2012 was for taxes in foreign jurisdictions. During 2011, we had operations only in the U.S. and made no provision for income taxes
due to our utilization of federal net operating loss carryforwards to offset both regular taxable income and alternative minimum taxable income
and to our utilization of deferred state tax benefits. The 2012 effective tax rates were higher than the Irish statutory rate of 12.5% due to income
taxable at a rate higher than the Irish statutory rate partially offset by a valuation allowance release in connection with the utilization of current
year net operating losses.

We record a deferred tax asset or liability based on the difference between the financial statement and tax basis of our assets and liabilities, as
measured by enacted jurisdictional tax rates assumed to be in effect when these differences reverse. Our deferred tax assets are composed
primarily of U.S. federal net operating loss carryforwards and tax credit carryforwards. Based on available objective evidence, management
believes it is more likely than not that these deferred tax assets are not recognizable and will not be recognizable until we have sufficient taxable
income because of the risks and uncertainties described in Note 1. Accordingly, net deferred tax assets have been fully offset by a valuation
allowance. We will continue to evaluate the need for a valuation allowance by jurisdiction on our deferred tax assets during each reporting
period. If and when we reverse the valuation allowance, we will record a tax benefit in our consolidated statement of income. As of June 30,
2012, our deferred tax liability of $185.7 million primarily related to intangible assets and IPR&D acquired in the EUSA Acquisition.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion of our financial condition and results of operations should be read in conjunction with the condensed consolidated
financial statements and the notes to condensed consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q.
This discussion contains forward looking statements that involve risks and uncertainties. When reviewing the discussion below, you should keep
in mind the substantial risks and uncertainties that characterize our business. In particular, we encourage you to review the risks and
uncertainties described in Part Il Item 1A Risk Factors included elsewhere in this report. These risks and uncertainties could cause actual
results to differ materially from those projected in forward-looking statements contained in this report or implied by past results and trends.
Forward-looking statements are statements that attempt to forecast or anticipate future developments in our business, financial condition or
results of operations see the Cautionary Note Regarding Forward-Looking Statements that appears at the end of this discussion. These
statements, like all statements in this report, speak only as of their date (unless another date is indicated), and we undertake no obligation to
update or revise these statements in light of future developments.

Throughout this discussion, unless otherwise indicated or the context otherwise requires, references to Jazz Pharmaceuticals, — we,  us,

and our refer to Jazz Pharmaceuticals Public Limited Company, or Jazz Pharmaceuticals plc, and its consolidated subsidiaries, including its
predecessor, Jazz Pharmaceuticals, Inc. All references to  Azur Pharma are references to Jazz Pharmaceuticals plc (f/k/a Azur Pharma Public
Limited Company) and its consolidated subsidiaries prior to the effective time of the Azur Merger on January 18, 2012 (described below).

Recent Transactions

In January 2012, the businesses of Jazz Pharmaceuticals, Inc. and Azur Pharma were combined in a merger transaction, or the Azur Merger. In
June 2012, we completed the acquisition of EUSA Pharma, or the EUSA Acquisition. In connection with the EUSA Acquisition, we entered into
a $575.0 million credit agreement consisting of a $475.0 million term loan, which partially financed the EUSA Acquisition, and a $100.0 million
revolving credit facility.

Merger with Azur Pharma

On January 18, 2012, the businesses of Jazz Pharmaceuticals, Inc. and Azur Pharma were combined in the Azur Merger, which was accounted
for as a reverse acquisition under the acquisition method of accounting for business combinations, with Jazz Pharmaceuticals, Inc. treated as the
acquiring company in the Azur Merger for accounting purposes. The operating results of Azur Pharma are included in our condensed
consolidated financial statements since the effective date of the Azur Merger, and the historical financial statements of Jazz Pharmaceuticals,
Inc., and not Azur Pharma, are included in the comparative prior periods. As part of the Azur Merger, a wholly-owned subsidiary of Azur
Pharma merged with and into Jazz Pharmaceuticals, Inc., with Jazz Pharmaceuticals, Inc. surviving the Azur Merger as a wholly-owned
subsidiary of Jazz Pharmaceuticals plc. Prior to the Azur Merger, Jazz Pharmaceuticals, Inc. was an independent specialty pharmaceutical
company incorporated in Delaware.

Acquisition of EUSA Pharma

On June 12, 2012, we completed the acquisition of EUSA Pharma. As part of the EUSA Acquisition, an indirect wholly-owned subsidiary of
Jazz Pharmaceuticals plc merged with and into EUSA Pharma, with EUSA Pharma continuing as the surviving corporation and as an indirect
wholly-owned subsidiary of Jazz Pharmaceuticals plc. At the closing of the EUSA Acquisition, we paid $678.4 million in cash, and agreed to
make an additional contingent payment of $50.0 million in cash if Erwinaze (asparaginase Erwinia chrysanthemi), a product acquired in the
EUSA Acquisition, achieves U.S. net sales of $124.5 million in 2013. The operating results of EUSA Pharma are included in our condensed
consolidated financial statements since the effective date of the EUSA Acquisition on June 12, 2012.

Term Loan and Revolving Credit Facility

In connection with the EUSA Acquisition, we entered into a $575.0 million credit agreement with Barclays Bank PLC and certain other lenders.

The credit agreement provides for a six-year $475.0 million term loan and a five-year $100.0 million revolving credit facility. The proceeds from
the term loan were used to partially finance the EUSA Acquisition. Our obligations are secured by substantially all of the assets of certain of our

subsidiaries. For a more detailed discussion, see Liquidity and Capital Resources below.
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Business and Financial Overview

Jazz Pharmaceuticals plc is a specialty biopharmaceutical company focused on improving patients lives by identifying, developing and
commercializing products that address unmet medical needs. Our strategy is to continue to create shareholder value by:

Growing sales of the existing products in our portfolio, including by identifying new growth opportunities;

Acquiring additional marketed products or products close to regulatory approval to leverage our existing expertise and infrastructure;
and

Pursuing development of a pipeline of specialty product candidates.
We made substantial progress in the execution of our strategy during the first half of 2012. Sales of our lead product, Xyrem (sodium oxybate)
oral solution, increased 59% and 64% in the three and six months ended June 30, 2012, respectively, compared to the same periods in 2011. In
addition, as a result of the EUSA Acquisition and Azur Merger, we significantly increased the number of products that we market and added
products in therapeutic areas that are new to us, such as oncology and pain. Our marketed products now address medical needs in the following
five therapeutic areas and include the following products:

Narcolepsy: Xyrem (sodium oxybate) oral solution, the only product approved by the United States Food and Drug Administration, or FDA, for
the treatment of both cataplexy and excessive daytime sleepiness in patients with narcolepsy;

Oncology: Erwinaze (asparaginase Erwinia chrysanthemi), called Erwinase in ex-U.S. markets, a treatment for patients with acute lymphoblastic
leukemia, and other products, including products for oncology supportive care;

Pain: Prialt (ziconotide) intrathecal infusion, the only non-opioid intrathecal analgesic indicated for refractory severe chronic pain;

Psychiatry: FazaClo (clozapine, USP) LD and FazaClo HD, orally disintegrating clozapine tablets indicated for treatment resistant
schizophrenia, and Luvox CR (fluvoxamine maleate) Extended-Release Capsules marketed for the treatment of obsessive compulsive disorder;
and

Other: a portfolio of other products led by Elestrin (estradiol gel), indicated for the treatment of moderate to severe vasomotor symptoms
associated with menopause.

Our development pipeline currently includes clinical testing of the intravenous administration of Erwinaze for potential approval in the United
States, as well as the clinical testing of the product candidates Asparec (mPEG-r-crisantaspase), a pegylated recombinant Erwinia asparaginase
for patients with E. coli asparaginase hypersensitivity, and Leukotac (inolimomab), an anti-CD25 monoclonal antibody being studied for the
treatment of steroid-refractory acute graft vs. host disease. In addition, we are continuing to pursue development of Clozapine OS, an oral
suspension formulation of clozapine. We expect research and development expenses to be higher in 2012 compared to 2011 as we expect to
increase our development activities.

With completion of the EUSA Acquisition and the Azur Merger this year, we gained not only an expanded portfolio of specialty pharmaceutical
products and product candidates, but also a strengthened management team and an enhanced commercial platform, adding EUSA Pharma s
specialty commercial infrastructure in the United States and Europe and its international distribution network to our existing U.S. specialty
product platform. Our international footprint now includes headquarters in Dublin, Ireland and multiple offices in the United States, the United
Kingdom and other countries in Europe, with approximately 650 employees in ten countries. Going forward, we intend that our strengthened
operations will function as an efficient platform for further growth, leveraging our commercial, medical and scientific experience to seek to
maximize the potential of our existing products and expand our product portfolio through a combination of internal development, acquisition and
in-licensing. We view the operations of the businesses acquired in the EUSA Acquisition and the Azur Merger as complementary to our prior
business, and therefore we do not expect to realize significant operating cost synergies.

During the remainder of 2012, we expect to focus on executing on our strategy, as described above, as well as on completing the integration of
our acquired businesses. Both this year and going forward, we anticipate that we will continue to face a number of challenges and risks to our
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business and the execution of our strategy. For example, while we now have a more diversified product portfolio, our financial results are
significantly influenced by sales of Xyrem, which accounted for 69% of our net product sales for both the three and six months ended June 30,
2012. As a result, we continue to place a high priority on seeking to maintain and increase sales of Xyrem in its approved indications, while
remaining focused on ensuring the safe and effective use of the product, and enforcing our intellectual property rights.

Our ability to maintain or increase Xyrem product sales is subject to a number of risks and uncertainties, including those discussed in Part II
Item 1A of this Quarterly Report on Form 10-Q. In particular, during 2010, an abbreviated new drug application, or ANDA, was filed with the
United States Food and Drug Administration, or FDA, by a third party seeking to market a generic form of Xyrem. We have sued that third party
for infringement of our patents, and the litigation is ongoing. We cannot predict the timing or outcome of the litigation. If an ANDA for Xyrem
is approved and a generic version of Xyrem is introduced, our sales of Xyrem would be adversely affected.

In May 2012, we received a Form FDA 483 at the conclusion of an FDA inspection conducted in May 2012 and in October 2011, we received a
warning letter from the FDA (which followed a Form FDA 483 that we received earlier in 2011) related to certain aspects of our adverse event
reporting system for Xyrem, our review and investigation of adverse events and our drug safety procedures. In June 2012, we responded to the
May 2012 Form FDA 483 with our plan to address the observations made in the May 2012
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Form FDA 483, and we believe that we have now substantially completed the review, investigation and documentation that are necessary to

fully address the observations. In particular, we have completed our review of information from the single central pharmacy, Express Scripts
Specialty Distribution Services, Inc. and its affiliate CuraScript, Inc., or ESSDS, through which all Xyrem sold in the United States is shipped
directly to patients, related to potential Xyrem-related adverse events over an approximately nine-year period from late 2002 through May 2011.

As a result of this 2012 review, over the entire period that was reviewed, we identified fewer than 80 previously unreported serious adverse

events that are required to be reported to the FDA. Of these events, approximately one-half were serious and unexpected cases (including a small
number of deaths) that require expedited reporting to the FDA, which we completed in July 2012. We plan to submit the balance of the

previously unreported adverse events in our periodic safety update report (PSUR) that is due to be filed with the FDA in September 2012. We

have also completed the actions that we believe are required to address the other observations in the May 2012 FDA Form 483. In addition, we

are near completion of the actions that we believe are necessary to fully address the matters raised in the October 2011 warning letter.

In April 2011, we learned that deaths of patients who had been prescribed Xyrem between 2003 and 2010 had not always been reported to us by
ESSDS and therefore to the FDA by us as required. We promptly reported to the FDA all of the previously unreported cases identified by us and
ESSDS and began our investigation of the related data from ESSDS, as well as additional data we gathered. Earlier in 2012, we completed and
submitted to the FDA an analysis with respect to these cases under a plan that we had discussed with the FDA. The analysis showed that the
mortality rates in patients receiving a Xyrem prescription have not increased over time since product launch, and, overall, the inclusion of the
new data did not change the known risks associated with the use of Xyrem. In July 2012, we held a telephonic meeting with the FDA with
respect to our analysis. As a result of that meeting, we believe that the FDA does not require any further analysis with respect to mortality during
the historical period that was covered by our investigation and evaluation.

Our ongoing review of Xyrem safety information has not, in our view, resulted in any significant change in the overall safety profile of the
product. We are continuing our ongoing work with the FDA on both changes to the product label and our risk management and distribution
system for Xyrem, called the Xyrem Success Program, to further enhance and promote the safe use of Xyrem. We do not know whether the
FDA will agree with our proposed updates to the Xyrem label or to the Xyrem Success Program, whether the FDA will take further action, or
require us to take further action, with respect to our adverse event reporting, whether the FDA will otherwise conclude we have not taken all
appropriate corrective actions with respect to the May 2012 Form FDA 483 or the October 2011 warning letter, or whether the FDA will agree
with our analysis of the previously unreported mortality data and other data, or require additional analysis. The FDA may take, or require us to
take, actions that could make it more difficult or expensive for us to distribute Xyrem, make competition easier and/or negatively affect the
commercial success of Xyrem.

The implementation of our strategy is also subject to other challenges and risks specific to our business, as well as risks and uncertainties
common to companies in the pharmaceutical industry with development and commercial operations. In addition to risks related to Xyrem, other
key challenges and risks that we face include risks and uncertainties related to:

the need to successfully integrate and grow our combined business after the EUSA Acquisition and Azur Merger, which subjects us
to the risks attendant to the increased complexity and diversity of our business and product lines;

the need to obtain appropriate pricing and reimbursement for our products in an increasingly challenging environment due to, among
other things, the attention being paid to health care cost containment and other austerity measures in the U.S. and worldwide;

the ongoing regulation and oversight by the FDA, the U.S. Drug Enforcement Administration, and similar foreign regulatory
agencies, including with respect to product labeling, requirements for distribution, marketing and promotional activities and product
recalls or withdrawals;

the challenges of achieving and maintaining commercial success of our products, such as obtaining sustained acceptance of our
products by patients, physicians and payors;

our dependence on key customers and sole source suppliers and protection of intellectual property rights; and
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the difficulty and uncertainty of pharmaceutical product development and the uncertainty of clinical success and regulatory approval.
All of these risks are discussed in greater detail, along with other risks, in Part II Item 1A of this Quarterly Report on Form 10-Q.
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Results of Operations

The following table presents revenues and expenses for the three and six months ended June 30, 2012 and 2011, respectively:

Three Months Ended Increase/ Six Months Ended Increase/
June 30, (Decrease) June 30, (Decrease)
2012 2011 2) 2012 2011 ?2)
(In thousands) (In thousands)

Product sales, net $ 128,310 $ 63,464 102% $ 235,646 $ 113,367 108%
Royalties and contract revenues 1,229 1,103 11% 2,307 2,081 11%
Cost of product sales (excluding
amortization of acquired developed
technologies) 15,370 3,370 356% 26,128 6,179 323%
Selling, general and administrative 60,638 22,094 174% 107,637 42,005 156%
Research and development 2,321 3,382 (31%) 6,280 7,077 (11%)
Intangible asset amortization 15,751 1,862 746% 29,264 3,724 686%
Interest expense, net 1,481 657 125% 1,450 1,434 1%
Other expense 240 - N/A(1) 258 - N/A(1)
Provision for income tax expense 6,593 - N/A(1) 12,110 - N/A(1)

(1) Comparison to prior period is not meaningful.

(2) Subsequent to the completion of the Azur Merger on January 18, 2012 and the EUSA Acquisition on June 12, 2012, our financial results
include the financial results of the historic Azur Pharma and EUSA businesses, respectively. The historical financial statements of Jazz
Pharmaceuticals, Inc. only are included in the comparative prior periods.

Product Sales, Net

Three Months Increase/ Six Months Ended Increase/
Ended June 30, (Decrease) June 30, (Decrease)
2012 2011 2012 2011
(In thousands) (In thousands)
Xyrem $ 89,097 $ 56,178 59% $ 162,534 $ 98,956 64%
Erwinaze/Erwinase 6,007 - N/A(1) 6,007 - N/A(1)
Prialt 5,555 - N/A(1) 15,077 - N/A(1)
Psychiatry:
Luvox CR 10,471 7,286 44% 20,029 14,411 39%
FazaClo LD 5,956 - N/A(1) 11,535 - N/A(1)
FazaClo HD 3,362 - N/A(1) 5,922 - N/A(1)
Other 7,862 - N/A(1) 14,542 - N/A(1)
Product sales, net 128,310 63,464 235,646 113,367
Royalties and contract revenues 1,229 1,103 2,307 2,081
Total revenues $ 129,539 $ 64,567 $ 237,953 $ 115,448
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(1)  Comparison to prior period is not meaningful.

Xyrem product sales increased in the three and six months ended June 30, 2012 compared to the same periods in 2011, primarily due to price
increases and to a lesser extent increases in sales volume of 11% in both periods. Luvox CR product sales increased in the three and six months
ended June 30, 2012 compared to the same periods in 2011 due to price increases. Sales of products other than Xyrem and Luvox CR increased
by $28.7 million and $53.1 million in the three and six months ended June 30, 2012, respectively, compared to the same periods in 2011 due to
the inclusion of products from the Azur Merger and to a lesser extent, the inclusion of products from the EUSA Acquisition from the June 12,
2012 acquisition date. Prialt product sales included sales of $4.6 million in the six months ended June 30, 2012 related to a supply agreement to
provide Prialt to Eisai Co. Limited for distribution and sale in Europe. We expect total product sales will increase in 2012 over 2011 due to
growth in sales of Xyrem and Luvox CR and due to the inclusion of product sales from our expanded product portfolio resulting from the Azur
Merger and the EUSA Acquisition.

Royalties and Contract Revenues

An increase in royalties accounted for the modest increases in royalty and contract revenues in the three and six months ended June 30, 2012
compared to the same periods in 2011. We expect royalty and contract revenue to decrease slightly in 2012 as compared to 2011 due to a sales
milestone payment received in 2011.
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Cost of Product Sales

Cost of product sales increased in the three and six months ended June 30, 2012 compared to the same periods in 2011 primarily due to cost of
product sales from the Azur Merger of $7.8 million and $14.2 million in the three and six months ended June 30, 2012, respectively, including
purchase accounting inventory fair value step-up adjustments of $2.8 million and $5.2 million in the three and six months ended June 30, 2012,
respectively. Cost of product sales related to products added to our portfolio as a result of the EUSA Acquisition from the June 12, 2012
acquisition date were not significant. Gross margin as a percentage of product sales was 88.0% and 88.9% in the three and six months ended
June 30, 2012, respectively, compared to 94.7% and 94.5% for the same periods in 2011. We expect our gross margin percentage to decrease in
2012 compared to 2011 because of the effect of the Azur Merger and the EUSA Acquisition.

Selling, General and Administrative Expenses

Selling, general and administrative expenses were higher in the three and six months ended June 30, 2012 compared to the same periods in 2011
primarily due to an increase in professional service fees and expenses of $14.1 million and $23.9 million, respectively, (including transaction
and integration costs of $10.6 million and $16.7 million, respectively), an increase in salary and benefit related headcount expenses of

$12.0 million and $19.2 million, respectively, and other expenses related to expansion of our organization, including our increased commercial
presence. We expect that selling, general and administrative expenses will be higher in 2012 than in 2011 due to the inclusion of expenses of the
Azur Pharma business subsequent to the Azur Merger on January 18, 2012 and the EUSA Pharma business subsequent to the EUSA Acquisition
on June 12, 2012. We do not expect synergies as a result of these two acquisitions to contribute to any significant reduction in operating
expenses.

Research and Development Expenses

Research and development expenses were slightly lower in the three and six months ended June 30, 2012 compared to the same periods in 2011.
We expect research and development expenses to be higher in 2012 than in 2011 as we expect to increase our development activities.

Intangible Asset Amortization

In connection with the Azur Merger and the EUSA Acquisition, we acquired finite-lived intangible assets with a fair value of $942.0 million,
which are expected to be amortized over their useful economic lives of two to fifteen years. We recorded amortization related to these
intangibles of $14.1 million and $25.8 million in the three and six months ended June 30, 2012, respectively, which accounted for all of the
increase in the amortization expense. We expect amortization expense in 2012 to increase substantially from 2011 as a result of the intangible
assets we acquired in 2012.

Interest Expense, Net

Interest expense increased in the three and six months ended June 30, 2012 primarily due to a larger debt balance as compared to the same
periods in 2011. In June 2012, we entered into a new credit agreement which provides for a term loan in an aggregate principal amount of
$475.0 million which bears interest at a variable interest which was 5.25% as of June 30, 2012. In July 2011 we fully repaid a term loan
outstanding at that time. As a result of the increase in average debt outstanding, we expect interest expense to increase significantly in 2012.

Other Expense

Other expense represents foreign currency exchange losses. As a result of the EUSA Acquisition foreign exchange gains/(losses) may become
significant in future periods, the amount of which is difficult to predict.

Provision for Income Tax Expense

Our provision for income taxes was $6.6 million and $12.1 million for the three and six months ended June 30, 2012, respectively, compared to
zero for the same periods in 2011. Our effective tax rate was 19.5% and 18.1% for the three and six months ended June 30, 2012, respectively,
compared to our effective tax rate of zero for the same periods in 2011. The provision for income taxes for the three and six months ended

June 30, 2012 was for taxes in foreign jurisdictions. During 2011, we had operations only in the U.S. and made no provision for income taxes
due to our utilization of federal net operating loss carryforwards to offset both regular taxable income and alternative minimum taxable income
and to our utilization of deferred state tax benefits. The 2012 effective tax rates were higher than the Irish statutory rate of 12.5% due to income
taxable at a rate higher than the Irish statutory rate partially offset by a valuation allowance release in connection with the utilization of current
year net operating losses.
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We record a deferred tax asset or liability based on the difference between the financial statement and tax basis of our assets and liabilities, as
measured by enacted jurisdictional tax rates assumed to be in effect when these differences reverse. Our deferred tax assets are composed
primarily of U.S. federal net operating loss carryforwards and tax credit carryforwards. Based on available
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objective evidence, management believes it is more likely than not that these deferred tax assets are not recognizable and will not be
recognizable until we have sufficient taxable income because of the risks and uncertainties described in Part II Item 1A Risk Factors included
elsewhere in this report. Accordingly, net deferred tax assets have been fully offset by a valuation allowance. We will continue to evaluate the
need for a valuation allowance by jurisdiction on our deferred tax assets during each reporting period. If and when we reverse the valuation
allowance, we will record a tax benefit in our consolidated statement of income. As of June 30, 2012, our deferred tax liability of $185.7 million
primarily related to intangible assets and in-process research and development, or IPR&D, acquired in the EUSA Acquisition.

Non-GAAP Financial Measures

To supplement our financial results presented on a GAAP basis, we use the non-GAAP measures adjusted net income and adjusted net income
per diluted share as shown in the table below. We believe these non-GAAP financial measures are helpful in understanding our past financial
performance and our potential future results. They are not meant to be considered in isolation or as a substitute for comparable GAAP measures,
and should be read in conjunction with our consolidated financial statements prepared in accordance with GAAP. Our management regularly
uses these supplemental non-GAAP financial measures internally to understand, manage and evaluate our business and make operating
decisions. Compensation of our executives is based in part on the performance of our business based on these non-GAAP measures. In addition,
we believe that the use of these non-GAAP measures enhances the ability of investors to compare our results from period to period. Adjusted net
income and adjusted net income per diluted share, as used by us, may be calculated differently from, and therefore may not be directly
comparable to, similarly titled measures used by our competitors and other companies. These measures exclude the following: amortization of
intangible assets, share-based compensation, purchase accounting inventory fair value step-up adjustments, transaction and integration costs,
change in the fair value of contingent consideration, other non-cash items and income tax adjustments.

A reconciliation of GAAP net income to adjusted net income, a non-GAAP financial measure, and related per share amounts is as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011

(In thousands, except per share amounts)
GAAP net income $27,145 $ 33,202 $ 54,826 $ 55,029
Intangible asset amortization 15,751 1,862 29,264 3,724
Share-based compensation expense 5,258 3,415 8,539 6,563
Purchase accounting inventory fair value step-up 4,011 - 6,380 -
Transaction and integration costs 10,641 - 16,736 -
Change in fair value of contingent consideration 200 - 200 -
Other non-cash expense (income) 267 (96) 309 (175)
Income tax adjustments (1) 2,897 - 2,897 -
Adjusted net income $ 66,170 $ 38,383 $119,151 $ 65,141
GAAP net income per diluted share (2) $ 045 $ 071 $ 092 $ 119
Adjusted net income per diluted share (2) $ 1.09 $ 082 $ 201 $ 141
Shares used in computing GAAP and adjusted
net income per diluted share amounts (2) 60,554 46,601 59,319 46,238

(1) Tax related to acquisition restructuring of $5.9 million, partially offset by $3.0 million for tax effect of non-GAAP pre-tax adjustments.

(2) Allreferences to share or shares in the table above refer to Jazz Pharmaceuticals, Inc. s common stock with respect to the comparative prior
year periods and to Jazz Pharmaceuticals plc s ordinary shares with respect to the current year periods. GAAP net income per diluted share
and non-GAAP adjusted net income per diluted share in the comparative prior year periods were not impacted by the Azur Merger since
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each share of Jazz Pharmaceuticals, Inc. common stock issued and outstanding immediately prior to the effective time of the Azur Merger
was canceled and automatically converted into and became the right to receive one ordinary share upon the consummation of the Azur
Merger.
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Liquidity and Capital Resources

In June 2012, in order to partially finance the EUSA Acquisition, we entered a new credit agreement which provides for a term loan in an
aggregate principal amount of $475.0 million which matures in June 2018, and a $100.0 million revolving credit facility which matures in June
2017. Net proceeds from the term loan were $450.9 million after deducting an original issue discount of $7.1 million, fees paid to the lenders
and issuance costs.

As of June 30, 2012, we had cash, cash equivalents and marketable securities of $154.5 million and borrowing availability under the revolving
credit facility of $100.0 million. We generated cash flows from operations of $101.3 million in the first half of 2012 and we expect to continue

to generate positive cash flow from operations. We believe that our existing cash balances, cash we expect to generate from operations and funds
available under our revolving credit facility will be sufficient to fund our operations and to meet our existing obligations for the foreseeable
future, including our obligations under the credit agreement and a potential contingent payment of $50.0 million which we agreed to under the
EUSA Acquisition Agreement if Erwinaze achieves U.S. net sales of $124.5 million in 2013. The adequacy of our cash resources depends on
many assumptions, including primarily our assumptions with respect to product sales and expenses as well as the other factors set forth in Part IT
Item 1A of this Quarterly Report on Form 10-Q under the headings Xyrem is our largest selling product, and our inability to maintain or increase
sales of Xyrem would have a material adverse effect on our business, financial condition, results of operations and growth prospects,  If generic
products that compete with Xyrem are approved and launched, sales of Xyrem would be adversely affected, = The manufacture, distribution and
sale of Xyrem are subject to significant regulatory oversight and restrictions and the requirements of a risk management program, and these
restrictions and requirements subject us to increased risks and uncertainties, any of which could negatively impact sales of Xyrem, and To
continue to grow our business, we will need to commit substantial resources, which could result in future losses or otherwise limit our
opportunities or affect our ability to operate our business. Our assumptions may prove to be wrong or other factors may adversely affect our
business, and as a result we could exhaust or significantly decrease our available cash resources which could, among other things, force us to
raise additional funds and/or force us to reduce our expenses, either of which could have a material adverse effect on our business.

As of June 30, 2012, $475.0 million principal amount was outstanding on our term loan which is repayable in quarterly installments beginning in
September 2012 equal to 5% of the original principal amount in the first year, 7.5% in the second year, 10% in each of the third and fourth years
and 15% in each of the fifth and sixth years, with any remaining balance payable on the final maturity date. Borrowings under the term loan bear
interest, at our option, at a rate equal to either the LIBOR rate, plus an applicable margin of 4.25% per annum (subject to a 1.0% LIBOR floor),
or the prime lending rate, plus an applicable margin equal to 3.25% per annum (subject to a 2.0% prime rate floor). As of June 30, 2012, the
interest rate on the term loan was 5.25%. Borrowings under the revolving credit facility bear interest, at our option, at a rate equal to either the
LIBOR rate, plus an applicable margin of 4.00% per annum, or the prime lending rate, plus an applicable margin equal to 3.00% per annum,
subject to reduction by 0.25% or 0.50% based upon our secured leverage ratio. The revolving credit facility has a commitment fee payable on
the undrawn amount ranging from 0.25% to 0.50% per annum based upon our secured leverage ratio. We may make prepayments of principal
without premium or penalty, except that a 1% premium would apply to a repayment via a repricing of the loan under the term loan effected on or
prior to June 12, 2013. We are required to make mandatory prepayments of borrowings under the term loan (without payment of a premium)
with net cash proceeds from certain non-ordinary course asset sales, issuances of debt (other than certain permitted debt) and casualty proceeds
and condemnation awards; and, beginning with the fiscal year ending December 31, 2013, with 50% of our excess cash flow, as defined in the
credit agreement (subject to increase to 75% if our secured leverage ratio exceeds 2.25 to 1.0, or decrease to 25% or 0% if our secured leverage
ratio is equal to or less than 1.25 to 1.0 or 0.75 to 1.0, respectively).

Borrowings under the credit agreement are guaranteed by Jazz Pharmaceuticals plc and certain of its subsidiaries and are secured by
substantially all of their assets. The credit agreement contains customary representations and warranties and customary affirmative and negative
covenants applicable to us, including, among other things, restrictions on indebtedness, liens, investments, mergers, dispositions, prepayment of
other indebtedness and dividends and other distributions. The credit agreement contains a financial covenant that requires us to maintain a
maximum secured leverage ratio beginning with the quarter ending September 30, 2012. Our failure to comply with any of the operating and
financial covenants contained in the credit agreement would constitute an event of default under the credit agreement. The credit agreement
contains other customary events of default. If one or more events of default occurs and continues beyond any applicable cure period, the
administrative agent may, with the consent of the lenders holding a majority of the loans and commitments under the facilities, or will, at the
request of such lenders, terminate the commitments of the lenders to make further loans and declare all of the obligations under the credit
agreement to be immediately due and payable. In such event, we would not have sufficient cash resources to repay the full amount of the
obligations. We are currently in compliance with all material covenants under the credit agreement.
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To continue to grow our business over the longer-term, we will need to commit substantial resources to one or all of product acquisition and
in-licensing, product development and clinical trials of product candidates, and expanding our commercial operations. We may seek to raise
additional funds to license or acquire additional products, product candidates or companies or for general corporate purposes. Raising additional
capital could be accomplished through one or more public or private debt or equity financings, collaborations or partnering arrangements. Any
equity financing would be dilutive to our shareholders, and the consent of the lenders under our credit agreement could be required for certain
potential financings.

The following table shows a summary of our cash flows for the periods indicated:

Six Months Ended
June 30,
2012 2011
(In thousands)
Net cash provided by operating activities $ 101,264 $ 61,384
Net cash used in investing activities (478,734) (2,011)
Net cash provided by (used in) financing
activities 450,428 (2,271)
Effect of foreign currency exchange rates on cash
and cash equivalents (491) -
Net increase in cash and cash equivalents $ 72,467 $ 57,602

Net cash provided by operating activities increased in 2012 compared to 2011 due to increase in net income, after adjusting for non-cash items,
in addition to the favorable effect of changes in working capital.

Net cash used in investing activities in 2012 primarily related to cash used in the EUSA Acquisition offset by cash received as a result of the
EUSA Acquisition and the Azur Merger and by net proceeds from the sale of marketable securities.

Net cash provided by financing activities in 2012 primarily related to net proceeds of $450.9 million from our new term loan and proceeds of
$18.6 million from employee share purchases and exercises of options and warrants partially offset by payments totaling $25.3 million for
employee withholding tax related to net share exercises.

Contractual Obligations

The table below presents a summary of our contractual obligations as of June 30, 2012 and includes contractual obligations assumed as a result
of the Azur Merger and the EUSA Acquisition.

Payments Due By Period
Less than More than
Contractual Obligations (1) Total 1 Year 1-3 Years 3-5 Years 5 years
(In thousands)
Term loan principal $ 475,000 $ 23,750 $ 83,125 $ 118,750 $ 249,375
Term loan interest (2) 116,246 24,859 44,694 34,648 12,045
Purchase obligations (3) 45,662 42,494 3,168 - -
Operating lease obligations (4) 30,058 6,195 11,510 8,690 3,663
Purchased product rights liability (5) 7,000 7,000 - - -
Revolving credit facility (6) 2,536 532 1,014 990 -
Other 2,160 40 360 400 1,360
Total $ 678,662 $ 104,870 $ 143,871 $ 163,478 $ 266,443
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(1)  We have not included milestone or royalty payments or contractual payment obligations in the table above if the amount and timing of
such obligations are unknown or uncertain including an additional contingent payment of $50.0 million which we agreed to make under
the EUSA Acquisition Agreement if Erwinaze achieves U.S. net sales of $124.5 million in 2013.

(2) InJune 2012, we entered into a new credit agreement which provides for a term loan in an aggregate principal amount of $475.0 million
which matures in June 2018 and a $100.0 million revolving credit facility which matures in June 2017. On June 12, 2012, we borrowed
$475.0 million under the new term loan. The interest rate was 5.25% at June 30, 2012 which we used to estimate interest owed on the term
loan until the final maturity date.

(3) This includes non-cancelable commitments to third party manufacturers.
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(4) Includes the minimum lease payments for our office buildings and automobile lease payments for our sales force. In May 2012, we entered
into an operating lease agreement for our new headquarters in Dublin for a term of ten years, we amended and extended the operating lease
for our existing Philadelphia office building for a term of four years and we entered into a new operating sublease for additional office
space in Palo Alto near our existing office location for a term of five years. This amount also includes additional operating leases acquired
as a result of the EUSA Acquisition.

(5) This amount represents amounts due under a product license agreements with Elan Pharma International Limited related to Prialt ($5.0
million) and with Abbott Laboratories, or Abbott, related to Luvox CR ($2.0 million). These amounts exclude $5.0 million we may owe to
Abbott if net sales of Luvox CR reach a cumulative amount of $100.0 million on or before December 31, 2014 and no AB-rated generic
version of Luvox CR has been or is being sold in the United States as of December 31, 2014, because we do not know if we will have to
pay it. These amounts also exclude payments totaling $5.3 million we may owe to Douglas Pharmaceuticals American Limited under a
product license and supply agreement related to an oral suspension formulation of clozapine which are dependent on regulatory approval
and various sales milestones.

(6) The revolving credit facility has a commitment fee payable on the undrawn amount ranging from 0.25% to 0.50% per annum based upon
our secured leverage ratio. In the table above, we used a rate of 0.50% and assumed undrawn amounts of $100.0 million to estimate
commitment fees owed. No amount was borrowed under the revolving credit facility as of June 30, 2012.

Critical Accounting Estimates

To understand our financial statements, it is important to understand our critical accounting estimates. The preparation of our financial
statements in conformity with GAAP requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Significant estimates and assumptions are required in determining the amounts to be deducted from gross revenues, in
particular estimates of government rebates, which include Medicaid and TRICARE rebates, and estimated product returns. Significant estimates
and assumptions are also required to determine whether to capitalize intangible assets, the amortization periods for identifiable intangible assets,
the potential impairment of goodwill and other intangible assets, the determination of excess and obsolete inventory, share-based compensation,
accrued expenses and income taxes. Some of these judgments can be subjective and complex, and, consequently, actual results may differ from
these estimates. For any given individual estimate or assumption we make, there may also be other estimates or assumptions that are reasonable.
Although we believe our estimates and assumptions are reasonable, they are based upon information available at the time the estimates and
assumptions were made. Please refer to Part II, Item 7 of the Annual Report on Form 10-K that we filed on behalf of and as successor to Jazz
Pharmaceuticals, Inc. under the heading Critical Accounting Policies and Significant Estimates for a discussion of our critical accounting
estimates.

In connection with the Azur Merger on January 18, 2012 and the EUSA Acquisition on June 12, 2012, we acquired a number of intangible assets
including intangible assets related to currently marketed products (developed technology) and intangible assets related to product candidates
(IPR&D). When significant identifiable intangible assets are acquired, we engage an independent third-party valuation firm to assist in
determining the fair values of these assets as of the acquisition date. Discounted cash flow models are typically used in these valuations, which
require the use of significant estimates and assumptions, including but not limited to:

estimating the timing of and expected costs to complete the in-process projects;

projecting regulatory approvals;

estimating future cash flows from product sales resulting from completed products and in-process projects; and

developing appropriate discount rates and probability rates by project.

We believe the fair values that we assign to the intangible assets acquired are based upon reasonable estimates and assumptions given available
facts and circumstances as of the acquisition dates. No assurance can be given, however, that the underlying assumptions used to estimate
expected cash flows will transpire as estimated. In addition, we are required to estimate the period of time over which to amortize the intangible
assets, which requires significant judgment. Please refer to the footnotes to the condensed consolidated financial statements included elsewhere
in this Form 10-Q for information about the remaining useful lives of our intangible assets as of June 30, 2012. We also recorded a deferred tax
liability of $185.7 million at June 30, 2012 primarily related to the difference between the book basis and tax basis of the intangible assets and
identifiable IPR&D acquired in the EUSA Acquisition. The difference between the book basis and tax basis was based on enacted jurisdictional
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tax rates assumed to be in effect when these differences reverse. The deferred tax liability amount is based on a variety of significant estimates
and assumptions.

In connection with the Azur Merger and the EUSA Acquisition, we recorded goodwill of $408.0 million, which represented the excess cost of
our investment in the net assets of the acquired Azur Pharma and EUSA Pharma businesses over the fair value of the underlying identifiable net
assets at the date of acquisition. This resulted in total goodwill recorded of $446.2 million as of June 30, 2012. We assess our goodwill balance
within our single reporting unit annually and whenever events or changes in circumstances
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indicate the carrying value of goodwill may not be recoverable to determine whether any impairment in this asset may exist and, if so, the extent
of such impairment. The annual test for goodwill impairment is a two-step process. The first step is a comparison of the fair value of the
reporting unit with its carrying amount, including goodwill. If this step indicates impairment, then in the second step, the loss is measured as the
excess of recorded goodwill over its implied fair value. Implied fair value is the excess of the fair value of the reporting unit over the fair value
of all identified assets and liabilities. We test goodwill for impairment annually in October and when events or changes in circumstances indicate
that the carrying value may not be recoverable.

Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements.
Cautionary Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended, which are subject to the safe harbor created by those sections.
Forward-looking statements are based on our management s beliefs and assumptions and on information currently available to our management.
In some cases, you can identify forward-looking statements by terms such as may, will, should, could, would, expect, plan, anticipat
estimate, project, predict, intend, potential and similar expressions intended to identify forward-looking statements. These statements involv
known and unknown risks, uncertainties and other factors which may cause our actual results, performance, time frames or achievements to be
materially different from any future results, performance, time frames or achievements expressed or implied by the forward-looking statements.
We discuss many of these risks, uncertainties and other factors in this Quarterly Report on Form 10-Q in greater detail under Part II Item 1A.
Risk Factors. Given these risks, uncertainties and other factors, you should not place undue reliance on these forward-looking statements. Also,
these forward-looking statements represent our estimates and assumptions only as of the date of this filing. You should read this Quarterly
Report on Form 10-Q completely and with the understanding that our actual future results may be materially different from what we expect. We
hereby qualify our forward-looking statements by our cautionary statements. Except as required by law, we assume no obligation to update these
forward-looking statements publicly, or to update the reasons actual results could differ materially from those anticipated in these
forward-looking statements, even if new information becomes available in the future.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Market risks related to our cash equivalents and marketable securities, and the ways we manage such risks, are set forth in Part II, Item 7A,
Quantitative and Qualitative Disclosures About Market Risk in the Annual Report on Form 10-K that we filed on behalf of and as successor to

Jazz Pharmaceuticals, Inc. for the year ended December 31, 2011. During the six months ended June 30, 2012, there were no material changes to

the market risks relating to cash equivalents. We did not hold any marketable securities at June 30, 2012.

Interest Rate Risk. In June 2012, we entered into a credit agreement which provides for a six-year $475.0 million term loan and a five-year
$100.0 million revolving credit facility. On June 12, 2012, we borrowed $475.0 million under the term loan. We are exposed to risks associated
with changes in interest rates as a result of borrowings under our term loan. Our indebtedness outstanding under our term loan is subject to a
LIBOR floor of 1.0%. Currently LIBOR rates are below the floor of 1% and therefore an increase in interest rates would only impact our net
interest expense to the extent it exceeds the floor of 1%. Based on variable rate debt levels of $475.0 million as of June 30, 2012, a 1.0% change
in interest rates, above the LIBOR floor, would impact net interest expense by approximately $1.2 million per quarter.

Foreign Exchange Risk. Following the acquisition of EUSA, we now have significant operations in Europe as well as in the United States. The
functional currency of each foreign subsidiary is generally the local currency. We are exposed to foreign currency exchange risk as the local
currency financial statements of foreign subsidiaries are translated to U.S. dollars. The assets and liabilities of our foreign subsidiaries having a
functional currency other than the U.S. dollar are translated into U.S. dollars at the exchange rate prevailing at the balance sheet date, and at the
average exchange rate for the reporting period for revenue and expense accounts. The cumulative foreign currency translation adjustment is
recorded as a component of accumulated other comprehensive loss in shareholders equity. The reported results of our foreign subsidiaries will
be influenced by their translation into U.S. dollars by currency movements against the U.S. dollar. Our primary currency translation exposures
are related to our subsidiaries that have functional currencies denominated in the Euro and the British Pound Sterling, or GBP. A 10% movement
in the rates used to translate the results of our foreign subsidiaries would not have had a material impact on our net income for the three and six
months ended June 30, 2012.

Transactional exposure arises where transactions occur in currencies other than the functional currency. Transactions in foreign currencies are
recorded at the exchange rate prevailing at the date of the transaction. The resulting monetary assets and liabilities are translated into the

Table of Contents 57



Edgar Filing: Jazz Pharmaceuticals plc - Form 10-Q

appropriate functional currency at exchange rates prevailing at the balance sheet date and the resulting gains and losses are included within
Other expense in the condensed consolidated statements of income. At June 30, 2012, our primary
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exposures to transaction risk related to GBP net monetary liabilities held by subsidiaries with a functional currency other than GBP and U.S
dollar net monetary assets held by subsidiaries with a Euro functional currency. At June 30, 2012, a 10% strengthening/(weakening) in the U.S.
dollar against GBP would have increased/(decreased) net income by approximately $1.5 million. At June 30, 2012, a 10% strengthening/
(weakening) in the U.S. dollar against the Euro would have increased / (decreased) net income by approximately $3.4 million.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures. We have carried out an evaluation under the supervision and with the participation of
management, including our principal executive officer and principal financial officer, of our disclosure controls and procedures (as defined in
Rule 13a-15(e) of the Securities Exchange Act of 1934, as amended) as of the end of the period covered by this Quarterly Report on Form 10-Q.
Based on their evaluation, our principal executive officer and principal financial officer concluded that our disclosure controls and procedures
were effective as of June 30, 2012.

Limitations on the Effectiveness of Controls. A control system, no matter how well conceived and operated, can provide only reasonable, not
absolute, assurance that the objectives of the control system are met. Because of inherent limitations in all control systems, no evaluation of
controls can provide absolute assurance that all control issues, if any, within an organization have been detected. Accordingly, our disclosure
controls and procedures are designed to provide reasonable, not absolute, assurance that the objectives of our disclosure control system are met
and, as set forth above, our principal executive officer and principal financial officer have concluded, based on their evaluation as of the end of
the period covered by this report, that our disclosure controls and procedures were effective to provide reasonable assurance that the objectives
of our disclosure control system were met.

Changes in Internal Control over Financial Reporting. As discussed above, we completed the Azur Merger on January 18, 2012, which was
accounted for as a reverse acquisition under the acquisition method of accounting, with Jazz Pharmaceuticals, Inc. treated as the acquirer in the
Azur Merger for accounting purposes. The results of operations of the acquired Azur Pharma business have been included in the results of
operations of Jazz Pharmaceuticals plc beginning on January 18, 2012. We are currently integrating Azur Pharma s historical internal controls
over financial reporting with ours.

Also as discussed above, we completed the EUSA Acquisition on June 12, 2012. The EUSA Acquisition was accounted for using the acquisition
method of accounting. The results of operations of the acquired EUSA Pharma business have been included in the results of operations of Jazz
Pharmaceuticals plc since June 12, 2012, and we are currently in the process of evaluating and integrating EUSA Pharma s historical internal
controls over financial reporting with ours.

During the quarter ended June 30, 2012, other than continuing changes to our internal control processes resulting from the Azur Merger and the
EUSA Acquisition as discussed above, there have been no changes to our internal control over financial reporting that have materially affected,
or are reasonably likely to materially affect, our internal control over financial reporting.

PARTII OTHER INFORMATION

Throughout this report, unless otherwise indicated or the context otherwise requires, references to Jazz Pharmaceuticals, we, wus, and our refer t
Jazz Pharmaceuticals plc and its consolidated subsidiaries, including its predecessor, Jazz Pharmaceuticals, Inc., except that all such references

prior the effective time of the merger with Azur Pharma on January 18, 2012 are references to Jazz Pharmaceuticals, Inc. and its consolidated

subsidiaries. All references to Azur Pharma are references to Jazz Pharmaceuticals plc (f/k/a Azur Pharma Public Limited Company) and its
consolidated subsidiaries prior to the effective time of the Azur Merger on January 18, 2012. The disclosures in this report relating to the

pre-Azur Merger business of Jazz Pharmaceuticals plc, unless noted as being the business of Azur Pharma prior to the Azur Merger, pertain to

the business of Jazz Pharmaceuticals, Inc. prior to the Azur Merger.

Item 1. Legal Proceedings
We are involved in several legal proceedings, including the following matters:

Xyrem ANDA Matter: On October 18, 2010, we received a Paragraph IV Patent Certification notice, or Paragraph IV Certification, from Roxane
Laboratories, Inc., or Roxane, that it filed an abbreviated new drug application, or ANDA, with the United States Food and Drug Administration,
or FDA, requesting approval to market a generic version of Xyrem. Roxane s Paragraph IV Certification alleged that all five patents then listed
for Xyrem in the FDA s publication Approved Drug Products with Therapeutic Equivalence Evaluations , or Orange Book, on the date of the
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Paragraph IV Certification are invalid, unenforceable or not infringed by Roxane s proposed generic product. On November 22, 2010, we filed a
lawsuit against Roxane in response to Roxane s Paragraph IV Certification in the United States District Court for the District of New Jersey, or
the District Court. We are seeking a permanent injunction to prevent Roxane from introducing a generic version of Xyrem in violation of our
patents. In accordance with the Hatch-Waxman Act, as a result of having filed a timely lawsuit against Roxane, FDA approval of Roxane s
ANDA will be stayed until the
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earlier of (i) April 18, 2013, which is 30 months from our October 18, 2010 receipt of Roxane s Paragraph IV certification notice, or (ii) a
District Court decision finding that the identified patents are invalid, unenforceable or not infringed. An additional method of use patent
covering the distribution system for Xyrem issued in December 2010 and is listed in the Orange Book, and we amended our lawsuit against
Roxane on February 4, 2011 to include the additional patent in the litigation in response to Roxane s Paragraph IV Certification against this
patent, as well as another patent which is not listed in the Orange Book. Another method of use patent covering the distribution system for
Xyrem issued in February 2011 and is listed in the Orange Book, and we amended our lawsuit against Roxane on May 2, 2011 to include this
additional patent in response to Roxane s Paragraph IV Certification against it. On April 26, 2012, the District Court held a Markman hearing, a
pretrial hearing in which the trial judge construes the claims of a patent, and the discovery phase of the proceeding is ongoing. No trial date has
been scheduled. We cannot predict the outcome of this matter.

On May 18, 2012, we submitted a Citizen Petition to the FDA addressing the legal and scientific bases for requiring in vivo bioequivalence
studies for generic formulations of Xyrem and requesting that the FDA: publish in the Orange Book bioequivalence requirements specifying
whether in vitro or in vivo bioequivalence studies, or both, are required for ANDAs referencing Xyrem; not accept for review, review, or
approve any ANDA referencing Xyrem unless and until the FDA has published bioequivalence requirements in the Orange Book specifying
whether in vitro bioequivalence studies, in vivo bioequivalence studies, or both, are required for such ANDAs; and require in vivo
bioequivalence studies for any sodium oxybate drug product for which approval is sought in an ANDA referencing Xyrem to the extent such
drug product differs from Xyrem in manufacturing process, pH, excipients, impurities, degradants or contaminants.

On July 10, 2012, we submitted a second Citizen Petition to the FDA addressing the requirements for submission of any ANDA referencing
Xyrem. This petition asks the FDA to rescind the acceptance of any previously-accepted ANDA referencing Xyrem, including the Roxane
ANDA, that did not contain a proposed risk management system at the time it was accepted for review, because such ANDA would not have
demonstrated, as required by law, that the new generic drug product would have the same labeling and conditions of use as Xyrem. This petition
further requests that the FDA (i) not accept for review any ANDA referencing Xyrem that does not contain, at the time of its submission, a
proposed risk management system sufficient to demonstrate that the new generic drug product has the same labeling and conditions of use as
Xyrem; and (ii) determine that if any sponsor, including Roxane, of an ANDA referencing Xyrem that did not contain, at the time it was
accepted for review, a proposed risk management system later submits, or resubmits, an ANDA that contains a proposed risk management
system sufficient to demonstrate that the new generic drug product would have the same labeling and conditions of use of Xyrem, such ANDA
should not be approved for a period of up to thirty months beginning on the date we receive notice of any Paragraph IV certifications contained
in such new ANDA, to the extent that we avail ourselves of our right to initiate a patent infringement action based on such notice. We believe
that the FDA s acceptance of Roxane s ANDA caused the thirty-month stay under the Hatch-Waxman Act and the related patent litigation
between the parties to begin prematurely in a manner contrary to applicable law. We cannot predict when or if the FDA will respond to, or
otherwise take any action with respect to, either of our Citizen Petitions, or the effect of any such response or action on the timing of the
potential introduction of a generic version of Xyrem or on the ongoing litigation between us and Roxane.

Luvox CR ANDA Matters. In August 2009, we received a Paragraph IV Certification from Actavis Elizabeth, LLC, or Actavis, advising that
Actavis had filed an ANDA with the FDA seeking approval to market a generic version of Luvox CR. Actavis Paragraph IV Certification
alleged that the United States patent covering Luvox CR, which is owned by Elan Pharma International Limited, or Elan, which has
subsequently transferred its rights to Alkermes Pharma Ireland Limited, or Alkermes, and licensed to us, is invalid on the basis that the
inventions claimed therein were obvious. On October 6, 2009, we and Elan, as plaintiffs, filed a lawsuit against Actavis in the United States
District Court for the District of Delaware claiming infringement of the Alkermes patent. On September 10, 2011, we received a Paragraph IV
Certification from Torrent Pharma Limited, or Torrent, advising us that it had filed an ANDA with the FDA requesting approval to market a
generic version of Luvox CR. On October 21, 2011, we and Alkermes, as plaintiffs, filed a lawsuit against Torrent in the United States District
Court for the District of Delaware asserting infringement of the Alkermes patent. On April 5, 2012 and April 10, 2012, we and Alkermes entered
into settlement agreements with Actavis and Torrent, respectively. Under the agreements, we, Alkermes and each of Actavis and Torrent agreed
to dismiss all of the claims brought in the litigation without prejudice, each of Actavis and Torrent agreed not to contest the validity or
enforceability of the Alkermes patent in the United States, and we, Alkermes and each of Actavis and Torrent agreed to release each other from
all claims arising in the litigation or relating to the product each of Actavis and Torrent intends to market under its ANDA. In addition, we
granted a sublicense to each of Actavis and Torrent of our rights to have manufactured, market and sell a generic version of Luvox CR in the
United States. The sublicenses will commence on April 15, 2014 or earlier upon the occurrence of certain events.

FazaClo ANDA Matters: Azur Pharma received Paragraph IV Certifications from three generics manufacturers, Barr Laboratories, Inc.; Novel
Laboratories, Inc.; and Mylan Pharmaceuticals, Inc., indicating that ANDAs had been filed with the FDA requesting approval to market generic
versions of FazaClo LD. Azur Pharma and CIMA Labs Inc., or CIMA, a subsidiary of Teva Pharmaceutical Industries Limited, or Teva, our
licensor and the entity whose drug-delivery technology is incorporated into FazaClo LD, filed a lawsuit in response to each certification
claiming infringement based on such certification in the United States District Court for the District of Delaware. On July 6, 2011, CIMA, Azur
Pharma and Teva, which had acquired Barr Laboratories, Inc., entered into an agreement settling the patent litigation and Azur Pharma granted a
sublicense to an affiliate of Teva of Azur Pharma s rights to have manufactured, market and sell a generic version of both FazaClo LD and
FazaClo HD, as well as an option for supply of
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