Edgar Filing: Jazz Pharmaceuticals plc - Form 10-Q

Jazz Pharmaceuticals plc
Form 10-Q

August 06, 2013

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
v Quarterly report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended June 30, 2013
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)

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

Fourth Floor, Connaught House,

One Burlington Road, Dublin 4, Ireland

011-353-1-634-7800

(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 LL.C
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 y 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 y 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 y 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 "Noy
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We own or have rights to various copyrights, trademarks, and trade names used in our business in the United States
and/or other countries, including the following: Jazz Pharmaceuticals®, Xyrem® (sodium oxybate) oral solution,
Xyrem Success Program®, FazaClo® (clozapine, USP), Luvox CR® (fluvoxamine maleate) Extended-Release
Capsules, Luvox® (fluvoxamine maleate), Versacloz™ (clozapine, USP) oral suspension, Prialt® (ziconotide)
intrathecal infusion, Niravam® (orally disintegrating tablet presentation of alprazolam), Parcopa® (orally
disintegrating tablet presentation of carbidopa/levodopa), Erwinaze® (asparaginase Erwinia chrysanthemi),
Erwinase®, Asparec (mPEG-r-crisantaspase), Leukotac (inolimomab), ProstaScint® (capromab pendetide),
Quadramet® (samarium sm 153 lexidronam injection), Caphosol® (supersaturated calcium phosphate rinse),
Collatamp (lyophilized collagen implant impregnated with the aminoglycoside antibiotic gentamicin), Fomepizole,
Kidrolase (Escherichia coli L-asparaginase), Xenazine® (tetrabenazine), Custodiol® (solution HTK) and
NAVIGATOR Reimbursement and Access Program™., This report also includes trademarks, service marks, and trade
names of other companies.
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

JAZZ PHARMACEUTICALS PLC

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

(Unaudited)

June 30, 2013
ASSETS
Current assets:
Cash and cash equivalents $504,307
Accounts receivable, net 114,075
Inventories 28,130
Prepaid expenses 21,410
Deferred tax assets, net 46,538
Other current assets 19,716
Total current assets 734,176
Property and equipment, net 10,768
Intangible assets, net 822,976
Goodwill 439,014
Deferred tax assets, net, non-current 65,136
Deferred financing costs 16,308
Other non-current assets 5,502
Total assets $2,093,880

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:

Accounts payable $20,367
Accrued liabilities 96,771
Current portion of long-term debt 5,572
Income taxes payable 17,539
Contingent consideration 42,700
Deferred tax liability, net 259
Deferred revenue 1,138
Total current liabilities 184,346
Deferred revenue, non-current 6,283
Long-term debt, less current portion 546,724
Contingent consideration, non-current —
Deferred tax liability, net, non-current 167,744
Other non-current liabilities 13,330

Commitments and contingencies (Note 7)
Shareholders’ equity:

Ordinary shares 6
Non-voting euro deferred shares 55
Capital redemption reserve 471
Additional paid-in capital 1,184,965
Accumulated other comprehensive income 19,220
Accumulated deficit (29,264

December 31,
2012

$387,196
75,480
26,525
7,445
35,813
19,113
551,572
7,281
869,952
442,600
74,850
16,576
3,662
$1,966,493

$15,887
104,666
29,688
39,884
275
1,138
191,538
6,776
427,073
34,800
178,393
6,621

6

55

471
1,151,010
31,046

) (61,296

)
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Total shareholders’ equity 1,175,453 1,121,292
Total liabilities and shareholders’ equity $2,093,880 $1,966,493
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,

2013 2012
Revenues:
Product sales, net $206,564 $123,002
Royalties and contract revenues 1,688 1,229
Total revenues 208,252 124,231
Operating expenses:
Cost‘of product sales (excludlpg amortization of 25.031 12,289
acquired developed technologies)
Selling, general and administrative 77,506 57,224
Research and development 9,250 2,321
Intangible asset amortization 19,399 12,970
Total operating expenses 131,186 84,804
Income from operations 77,066 39,427
Interest expense, net (7,142 ) (1,481
Foreign currency loss (385 ) (240
Loss on extinguishment and modification of debt (3,749 ) —
Income frf)m continuing operations before income 65.790 37.706
tax provision
Income tax provision 23,605 6,593
Income from continuing operations 42,185 31,113
Loss from discontinued operations — (3,968
Net income $42.185 $27,145
Basic income (loss) per ordinary share:
Income from continuing operations $0.72 $0.55
Loss from discontinued operations — (0.07
Net income $0.72 $0.48
Diluted income (loss) per ordinary share:
Income from continuing operations $0.69 $0.51
Loss from discontinued operations — (0.06
Net income $0.69 $0.45
Weighted-average ordinary shares used in per share
computations:
Basic 58,737 56,952
Diluted 61,568 60,554

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Six Months Ended
June 30,
2013 2012
$401,216 $224.,454
3,273 2,307
404,489 226,761
52,251 20,033
148,034 101,580
19,997 6,280
38,954 23,702
259,236 151,595
145,253 75,166

) (14,541 ) (1,450

) (114 ) (258
(3,749 ) —
126,849 73,458
41,239 12,110
85,610 61,348

) — (6,522
$85,610 $54,826
$1.46 $1.11

) — (0.12
$1.46 $0.99
$1.39 $1.03

) — (0.11
$1.39 $0.92
58,548 55,437
61,541 59,319
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JAZZ PHARMACEUTICALS PLC
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands)

(Unaudited)

Three Months Ended Six Months Ended

June 30, June 30,

2013 2012 2013 2012
Net income $42,185 $27,145 $85,610 $54,826
Other comprehensive income (loss):
Foreign currency translation adjustments 8,614 (388 ) (11,826 ) (388
Available-for-sale securities:
Net unrealized gain on available-for-sale securities, L 20 )y — 3
net of income taxes
Reclassification adjustments for gains included in 17 o 73
earnings, net of income taxes
Other comprehensive income (loss) 8,614 (391 ) (11,826 ) (357
Total comprehensive income $50,799 $26,754 $73,784 $54,469
Total comprehensive income arises from:
Continuing operations $50,799 $30,722 $73,784 $60,991
Discontinued operations — (3,968 ) — (6,522
Total comprehensive income $50,799 $26,754 $73,784 $54,469

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)

Operating activities
Net income

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

Amortization of intangible assets

Depreciation

Loss on disposal of property and equipment

Share-based compensation

Excess tax benefit from share-based compensation

Acquisition accounting inventory fair value step-up

Change in fair value of contingent consideration

Deferred income taxes

Provision for losses on accounts receivable and inventory

Loss on extinguishment and modification of debt

Other non-cash transactions

Changes in assets and liabilities:

Accounts receivable

Inventories

Prepaid expenses and other current assets

Other long-term assets

Accounts payable

Accrued liabilities

Income taxes payable

Deferred revenue

Other non-current liabilities

Liability under government settlement

Net cash provided by operating activities

Investing activities

Acquisitions, net of cash acquired

Purchases of marketable securities

Proceeds from sale of marketable securities

Proceeds from maturities of marketable securities
Acquisition of intangible assets

Purchases of property and equipment

Purchase of product rights

Net cash used in investing activities

Financing activities

Net proceeds from issuance of debt

Proceeds from employee equity incentive and purchase plans and exercise of warrants 15,463

Share repurchases
Payment of employee withholding taxes related to share-based awards
Excess tax benefit from share-based compensation

Six Months Ended
June 30,
2013 2012
$85,610 $54,826
38,954 29,264
1,170 415
40 139
20,263 8,539
— (6,238
2,631 6,380
7,900 200
(9,064 ) —
1,236 17
3,749 —
3,251 309
(39,015 ) (7,427
(6,104 ) 789
(14,672 ) (5,390
(2,617 ) (354
4,707 11,363
(7,749 ) 10,771
(21,898 ) 5,568
(492 ) 250
6,709 (837
— (7,320
74,609 101,264
— (542,531
— (37,443
— 81,246
— 31,988
(1,300 ) —
4,710 ) (2,494
— (9,500
(6,010 ) (478,734
553,425 450,916
18,573
(53,578 ) —
(1,597 ) (25,299
— 6,238
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Repayment of long-term debt (463,124 ) —

Net cash provided by financing activities 50,589 450,428
Effect of exchange rates on cash and cash equivalents (2,077 ) (491

Net increase in cash and cash equivalents 117,111 72,467
Cash and cash equivalents, at beginning of period 387,196 82,076
Cash and cash equivalents, at end of period $504,307 $154,543

The condensed consolidated statements of cash flows include the activities of discontinued operations.
The accompanying notes are an integral part of these condensed consolidated financial statements.
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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 plc, a public limited company formed under the laws of Ireland, is a specialty biopharmaceutical
company focused on improving patients’ lives by identifying, developing and commercializing innovative 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 specialty products or products close to regulatory approval to leverage our existing
expertise and infrastructure; and

Pursuing targeted development of a pipeline of post-discovery specialty product candidates.

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.

On June 12, 2012, we completed the acquisition of EUSA Pharma Inc., or EUSA Pharma, which we refer to as the
EUSA Acquisition.

Throughout this report, unless otherwise indicated or the context otherwise requires, all references to “Jazz
Pharmaceuticals,” “the registrant,” “we,” “us,” and “our” refer to 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. All references to “EUSA Pharma” are references to EUSA
Pharma Inc. and its consolidated subsidiaries prior to the effective time of the EUSA Acquisition on June 12, 2012.
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 plc
included in its Annual Report on Form 10-K for the year ended December 31, 2012. 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 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, 2013 are not necessarily indicative of the results to be expected for the
year ending December 31, 2013, for any other interim period or for any future period.

Certain prior period amounts presented in the accompanying footnotes have been reclassified to conform to current
period presentation, as described in Note 2.

These condensed consolidated financial statements include the accounts of Jazz Pharmaceuticals plc and our
wholly-owned subsidiaries and intercompany transactions and balances have been eliminated.

Significant Risks and Uncertainties

9 ¢

11



Edgar Filing: Jazz Pharmaceuticals plc - Form 10-Q

Our financial results are significantly influenced by sales of Xyrem® (sodium oxybate) oral solution. Maintaining or
increasing sales of Xyrem in its approved indications is subject to a number of risks and uncertainties, including the
potential introduction of generic competition, changed or increased regulatory restrictions, and continued acceptance

of Xyrem as safe

7
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and effective by physicians and patients. Two abbreviated new drug applications, or ANDAs, have been filed with the
United States Food and Drug Administration, or FDA, by third parties seeking to market generic versions of Xyrem.
We have sued both third parties for infringement of our patents, and the litigation proceedings are ongoing. We cannot
predict the timing or outcome of these proceedings. We expect that the approval of an ANDA that results in the launch
of a generic version of Xyrem would have a material adverse effect on our business, financial condition, results of
operations and growth prospects. In addition, we are continuing our work on various regulatory matters, including our
work with the FDA on updated documents that we have submitted to the FDA on our risk management and controlled
distribution system for Xyrem, which we refer to as the Xyrem Risk Management Program. The updated documents
are intended to conform to current formatting requirements for risk evaluation and mitigation strategies, or REMS,
required by law, as well as to make other updates to the program and its documentation. While we cannot predict the
timing of finalization, or the final terms, of approved REMS documents for Xyrem, we expect that the FDA will
require final REMS documents that will result in, or permit, modifications to aspects of the Xyrem Risk Management
Program, which may include the ability to distribute Xyrem through more than one pharmacy. We also expect that the
final REMS documents will include requirements that are not currently implemented in the Xyrem Risk Management
Program. Any such modifications or additional requirements could potentially make it more difficult or expensive for
us to distribute Xyrem, make it easier for future generic competitors to enter the market and/or negatively affect sales
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 challenges of protecting our
intellectual property rights; delays or problems in the supply or manufacture of our products, particularly because we
maintain limited inventories of certain products, including products for which our supply demands are growing, and
we are dependent on single source suppliers to continue to meet our ongoing commercial needs; 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 United States
and worldwide; the ongoing regulation and oversight by the FDA, the U.S. Drug Enforcement Administration, or
DEA, and non-U.S. regulatory agencies, including with respect to product labeling, requirements for distribution,
obtaining sufficient DEA quotas where needed, marketing and promotional activities, adverse event reporting 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; and the difficulty and
uncertainty of pharmaceutical product development and the uncertainty of clinical success and regulatory approval.
Other risks and uncertainties related to our ability to execute on our strategy include our ability to identify and
acquire, in-license or develop additional products or product candidates to grow our business; and possible restrictions
on our ability and flexibility to pursue certain future opportunities as a result of our substantial outstanding debt
obligations.

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 U.S. federal government and federal agency
securities, corporate bonds or commercial paper issued by U.S. corporations, money market instruments, certain
qualifying money market mutual funds, certain repurchase agreements, and tax-exempt obligations of U.S. 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 specialty pharmaceutical distribution companies,
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

13
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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, 2013, five customers
accounted for 87% of gross accounts receivable, including Express Scripts Specialty Distribution Services, Inc. and its
affiliate CuraScript, Inc., or Express Scripts, which accounted for 70% of gross accounts receivable, and Accredo
Health Group, Inc., or Accredo, which accounted for 10% of gross accounts receivable. As of December 31, 2012,
five customers accounted for 78% of gross accounts receivable, including Express Scripts, which accounted for 51%
of gross accounts receivable, and Accredo, which accounted for 11% of gross accounts receivable.

We depend on single source suppliers and manufacturers for each of our products, product candidates and their active
pharmaceutical ingredients.

8
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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 reported amounts of assets, liabilities, revenues and expenses, and related disclosures in the
condensed 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,

2013 2012 2013 2012
Numerator:
Income from continuing operations $42,185 $31,113 $85,610 $61,348
Loss from discontinued operations — (3,968 ) — (6,522 )
Net income $42,185 $27,145 $85,610 $54,826
Denominator:
Weighted-average ordinary shares - basic 58,737 56,952 58,548 55,437
Dilutive effect of employee equity incentive and 1.414 1,440 1.456 1,633
purchase plans
Dilutive effect of warrants 1,417 2,162 1,537 2,249
Weighted-average ordinary shares - diluted 61,568 60,554 61,541 59,319
Basic income (loss) per ordinary share:
Income from continuing operations $0.72 $0.55 $1.46 $1.11
Loss from discontinued operations — (0.07 ) — (0.12 )
Net income $0.72 $0.48 $1.46 $0.99
Diluted income (loss) per ordinary share:
Income from continuing operations $0.69 $0.51 $1.39 $1.03
Loss from discontinued operations — (0.06 ) — (0.11 )
Net income $0.69 $0.45 $1.39 $0.92

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, or ESPP.
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,

2013 2012 2013 2012
Options to purchase ordinary shares and RSUs 2,839 1,522 2,596 1,079

Recent Accounting Pronouncements

In July 2013, the Financial Accounting Standards Board, or the FASB, issued Accounting Standards Update, or ASU,
No. 2013-11, “Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Similar Tax
Loss, or a Tax Credit Carryforward Exists”, or ASU No. 2013-11, which concludes that, under certain circumstances,
unrecognized tax benefits should be presented in the financial statements as a reduction to a deferred tax asset for a net

15
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operating loss carryforward, a similar tax loss, or a tax credit carryforward. ASU No. 2013-11 will be effective for us
beginning January 1, 2014. We do not anticipate that the adoption of this standard will have a material impact on our
financial position.

9
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In March 2013, the FASB issued ASU No. 2013-05, “Parent’s Accounting for the Cumulative Translation Adjustment
upon Derecognition of Certain Subsidiaries or Groups of Assets within a Foreign Entity or of an Investment in a
Foreign Entity”, or ASU No. 2013-05. The objective of ASU No. 2013-05 is to resolve the diversity in practice
regarding the release into net income of the cumulative translation adjustment upon derecognition of a subsidiary or
group of assets within a foreign entity. ASU No. 2013-05 will be effective for us beginning January 1, 2014. We do
not anticipate that the adoption of this standard will have a material impact on our results of operations or financial
position, absent any material transactions involving the derecognition of subsidiaries or groups of assets within a
foreign entity.

2. Inventories
Inventories consisted of the following (in thousands):

June 30,2013  December 31,

2012
Raw materials $6,090 $4,979
Work in process 7,194 5,410
Finished goods 14,846 16,136
Total inventories $28,130 $26,525

Certain inventories have been reclassified in the comparative period in order to conform to current period
presentation. Inventories of $4.2 million previously classified as raw materials have been reclassified to work in
process. As of June 30, 2013 and December 31, 2012, the fair value of inventories acquired included a step-up in the
value of inventories of $1.3 million and $4.0 million, respectively.

3. Fair Value Measurement
Cash and cash equivalents consisted of the following (in thousands):
June 30, 2013

Amortized Gross . Gross ) Estimated Cash and Marketable
Unrealized Unrealized ) Cash L.
Cost ] Fair Value ) Securities
Gains Losses Equivalents
Cash $350,469 $— $— $350,469 $350,469 $—
Time deposits 151,070 — — 151,070 151,070 —
Money market funds 2,768 — — 2,768 2,768 —
Totals $504,307 $— $— $504,307 $504,307 $—

December 31, 2012

Amortized Gross . Gross ) Estimated Cash and Marketable
Unrealized Unrealized . Cash .
Cost ] Fair Value ) Securities
Gains Losses Equivalents
Cash $343,548 $— $— $343,548 $343,548 $—
Money market funds 43,648 — — 43,648 43,648 —
Totals $387,196 $— $— $387,196 $387,196 $—

Cash equivalents 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. All available-for-sale securities held as of June 30, 2013 and December 31, 2012 were cash equivalents.

10
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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, 2013 December 31, 2012
Quoted Quoted
Pricesin  Significant Significant Prices in Significant
Active Other Unobservable Total Active Unobservable Total
Markets for Observable Tnputs Estimated  Markets for Tnputs Estimated
Identical  Inputs (Level 3) Fair Value Identical (Level 3) Fair Value
Assets (Level 2) Assets
(Level 1) (Level 1)
Assets:
Available-for-sale
securities
Time deposits $— $151,070 $— $151,070 $— $— $—
Money market funds 2,768 — — 2,768 43,648 — 43,648
Totals $2,768 $151,070 $— $153,838  $43,648 $— $ 43,648
Liabilities:
Contingent $— $— $42,700  $42,700  $— $34,800  $34,800
consideration

As of June 30, 2013, our available-for-sale securities included time deposits and money market funds and their
carrying values were approximately equal to their fair values. As of December 31, 2012, our available-for-sale
securities included money market funds. There were no transfers between the different levels of the fair value
hierarchy in 2013 or in 2012.

As part of the EUSA Acquisition, we agreed to make an additional contingent payment of $50.0 million in cash if
Erwinaze® (asparaginase Erwinia chrysanthemi) achieves U.S. net sales of $124.5 million or greater 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 equaling or exceeding the $124.5 million threshold
and the discount rate. A significant increase or decrease in the estimated probability of meeting 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 equal or exceed $124.5 million.

The change in fair value of the contingent consideration payable was estimated as follows (in thousands):

Level 3
Balance at December 31, 2012 $34,800
Fair value adjustment recorded within selling, general and administrative expenses 7,900
Balance at June 30, 2013 $42.700

In 2013, the fair value adjustment reflects a change in the estimated probability of meeting the milestone threshold and
the impact of discounting as a result of the passage of time.

As of June 30, 2013, the estimated fair value of our $557.2 million principal amount of our new term loans was
$557.9 million and the carrying amount was $552.3 million. The fair value was determined using quotes from the
administrative agent of our credit facility that are based on the bid/ask prices of our new term loans (Level 2). For
additional information related to our new term loans, see Note 6.
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4. Certain Balance Sheet Items
Property and equipment consisted of the following (in thousands):

Computer software

Construction-in-progress

Computer equipment

Leasehold improvements

Furniture and fixtures

Machinery and equipment

Subtotal

Less accumulated depreciation and amortization

Property and equipment, net

Accrued liabilities consisted of the following (in thousands):

Rebates and other sales deductions
Sales returns reserve

Employee compensation and benefits
Royalties

Professional fees

Other

Total accrued liabilities

5. Goodwill and Intangible Assets

The gross carrying amount of goodwill was as follows (in thousands):
Balance at December 31, 2012

Foreign exchange

Balance at June 30, 2013

June 30, 2013

$5,371

4,204

4,116

3,980

1,934

78

19,683

(8,915 )
$10,768

June 30, 2013

$31,799
24,039
17,739
3,898
1,660
17,636
$96,771

December 31,
2012

$4,292

1,135

3,687

3,899

1,953

94

15,060

(7,779 )
$7,281

December 31,
2012

$29,235
26,385
24,900

3,271

2,163

18,712
$104,666

$442,600
(3,586 )
$439,014

The gross carrying amounts and net book values of our intangible assets were as follows (in thousands):
December 31, 2012

June 30, 2013

Remaining

Weighted- Gross. Accumulated Net Book

Average Useful Carrying o

. Amortization Value

Life Amount

(In years)
Acquired developed $924,153  $(135,696 ) $788,457
technologies
Trademarks 1.5 2,600 (2,190 ) 410
Total finite-lived 926,753 (137,886 ) 788,867
intangible assets
Acquired IPR&D assets 34,109 — 34,109
Total intangible assets $960,862 $(137,886 ) $822,976

12

Gross. Accumulated Net Book
Carrying .
Amortization Value
Amount
$930,834 $(97,578 ) $833,256
2,600 (2,054 ) 546
933,434 (99,632 ) 833,802
36,150 — 36,150
$969,584 $(99,632 ) $869,952
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Based on finite-lived intangible assets recorded as of June 30, 2013, 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
Year Ending December 31, Amortization
Expense
2013 (remainder) $38,828
2014 77,459
2015 71,419
2016 67,090
2017 66,998
Thereafter 467,073
Total $788,867

6. Long-Term Debt

Amendment of Credit Facility and Term Loan Refinancing

On June 13, 2013, Jazz Pharmaceuticals plc, as guarantor, and certain of its wholly-owned subsidiaries, as borrowers,
entered into an amendment of our original credit agreement, dated as of June 12, 2012, with Barclays Bank PLC, as
administrative agent, and certain other lenders.

The amended credit agreement provides for $557.2 million principal amount of new term loans and a new revolving
credit facility of $200.0 million that replaces the revolving credit facility of $100.0 million provided for under the
original credit agreement. We used a portion of the proceeds from the new term loans to refinance in full the
outstanding term loans under the original credit agreement in an aggregate principal amount of $457.2 million, or the
original term loans. The new term loans have the same June 12, 2018 maturity date that was applicable to the original
term loans. Future loans under the new revolving credit facility, if any, will have the same June 12, 2017 maturity date
that was applicable under the original credit agreement.

The new term loans bear interest, at our option, at a rate equal to either the LIBOR rate, plus an applicable margin of
2.75% per annum (subject to a 0.75% LIBOR floor), or the prime lending rate, plus an applicable margin equal to
1.75% per annum (subject to a 1.75% prime rate floor). Borrowings under the new revolving credit facility bear
interest, at our option, at a rate equal to either the LIBOR rate, plus an applicable margin of 2.50% per annum, or the
prime lending rate, plus an applicable margin equal to 1.50% per annum, subject to reduction by 0.25% or 0.50%
based upon our secured leverage ratio. The new 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 borrowers’ obligations under the amended credit agreement and any hedging or cash management obligations
entered into with a lender or an affiliate of a lender are guaranteed by Jazz Pharmaceuticals plc and certain of its
subsidiaries, referred to below as restricted subsidiaries, and are secured by substantially all of their assets.

We may make voluntary prepayments of principal at any time without payment of a premium, except that a 1%
premium would apply to any repricing of the new term loans effected on or prior to December 13, 2013. We are
required to make mandatory prepayments of the new term loans (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, 2014, 50% of our excess cash flow as defined in the amended credit agreement (subject to decrease to
25% if our secured leverage ratio is equal to or less than 2.25 to 1.00 and greater than 1.25 to 1.00 or 0% if our
secured leverage ratio is equal to or less than 1.25 to 1.00), and (4) casualty proceeds and condemnation awards
(subject to reinvestment rights and other exceptions).
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Principal repayments of the new term loans are due quarterly beginning in September 2013 and are equal to 1.0% of
the original principal amount with any remaining balance payable on the final maturity date. Scheduled maturities
with respect to the new term loans are as follows (in thousands):

Scheduled New
Year Ending December 31, Term Loan
Maturities
2013 (remainder) $2,786
2014 5,572
2015 5,572
2016 5,572
2017 5,572
Thereafter 532,114
Total $557,188

The amended 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 amended credit agreement contains a financial covenant that requires Jazz
Pharmaceuticals plc and its restricted subsidiaries to maintain a maximum secured leverage ratio. We are currently in
compliance with our financial covenants.

The refinancing of the original term loans involved multiple lenders who were considered members of a loan
syndicate. In determining whether the refinancing was to be accounted for as a debt extinguishment or modification,
we considered whether the creditors remained the same or changed and whether the change in debt terms was
substantial. The debt terms were considered substantially different if the present value of the cash flows of the new
term loans was at least 10% different from the present value of the remaining cash flows of the original term loans, or
the 10% Test. We performed a separate 10% Test for each individual creditor participating in the loan syndication.
The loans of creditors who did not participate in the amended credit agreement were accounted for as a debt
extinguishment. When there was a change in principal balance for individual creditors, in applying the 10% Test, we
used the cash flows related to the lowest common principal balance, or t