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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 September 30, 2011

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, INC.

(Exact name of registrant as specified in its charter)
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Delaware 05-0563787
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
3180 Porter Drive

Palo Alto, CA 94304
(650) 496-3777

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

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 ~ Accelerated filer X

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 October 24, 2011, 42,157,349 shares of the registrant s Common Stock, $0.0001 par value, were outstanding.
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In this report, Jazz Pharmaceuticals, we, wus, and our refer to Jazz Pharmaceuticals, Inc. and its consolidated subsidiaries.

We own or have rights to various copyrights, trademarks, and trade names used in our business, including the following: Xyrem® (sodium
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oxybate) oral solution; Luvox CR® (fluvoxamine maleate) Extended-Release Capsules; and Luvox® (fluvoxamine). This report also includes
other trademarks, service marks, and trade names of other companies.
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PARTI FINANCIAL INFORMATION

Item 1. Financial Statements

CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

Current assets:

Cash and cash equivalents
Marketable securities
Restricted cash

Accounts receivable, net of allowances of $354 and $482 at September 30, 2011 and December 31,

2010, respectively
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 STOCKHOLDERS

Current liabilities:

Accounts payable

Accrued liabilities

Purchased product rights liability
Liability under government settlement
Revolving credit facility

Current portion of long-term debt
Deferred revenue

Total current liabilities

Purchased product rights liability, non-current
Liability under government settlement, non-current
Long-term debt, less current portion

Deferred rent

Deferred revenue, non-current

Commitments and contingencies (Note 10)

Stockholders equity:

Table of Contents

JAZZ PHARMACEUTICALS, INC.

(In thousands)

September 30,
2011

$ 101,215
12,133

31,428
4,297
2,535

532

152,140
930
16,447
38,213
83

$ 207,813

$ 8,463
35,834
4,875

7,225

1,138

57,535
750

8,199

December 31,
2010

$ 44794

400

22,081
5,046
1,858

279

74,458
690
22,033
38,213
335

$ 135,729

$ 3,049
23,572
4,500

4,128

7,350
16,064
1,273

59,936

4,500
6,978
24,629
82
9,053
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Common stock 4 4
Additional paid-in capital 528,682 505,413
Accumulated other comprehensive loss 2) -
Accumulated deficit (387,355) (474,866)
Total stockholders equity 141,329 30,551
Total liabilities and stockholders equity $ 207,813 $ 135,729

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

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share amounts)

Revenues:
Product sales, net
Royalties
Contract revenues

Total revenues

Operating expenses:

Cost of product sales (excluding amortization of acquired
developed technology)

Selling, general and administrative

Research and development

Intangible asset amortization

Total operating expenses

Income from operations

Interest income and other, net

Interest expense (including $570 for the nine months ended
September 30, 2010 pertaining to a related party)

Loss on extinguishment of debt (including $701 for the nine
months ended September 30, 2010 pertaining to a related party)
Net income

Net income per share:

Basic

Diluted

Weighted-average common shares used in computing net income
per share:
Basic

Diluted

Table of Contents

(Unaudited)

Three Months Ended

September 30,

2011 2010

$ 72,216 $
792
285

73,293

3,901
30,547
3,279
1,862

39,589

33,704
4
(129)
(1,097)

$ 32,482 $

$ 077  $

$ 069 $
42,028
47,241

43,838
630
285

44,753

3,091
18,040
7,317
1,862

30,310

14,443

3

(1,197)

13,243

0.34

0.32

38,965

41,737

Nine Months Ended

September 30,
2011 2010

185,583 $ 117,649
2,304 1,909
854 854
188,741 120,412
10,080 8,775
72,552 51,926
10,356 21,494
5,586 5,963
98,574 88,158
90,167 32,254
6 3
(1,565) (11,651)
(1,097) (12,287)
87,511 $ 8,319
2.12 $ 0.24
1.88 $ 0.22
41,206 35,294
46,577 38,233
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The accompanying notes are an integral part of these condensed consolidated financial statements.
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JAZZ PHARMACEUTICALS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)
0000 0000
Nine Months Ended
September 30,
2011 2010
Operating activities
Net income $ 87,511 $ 8,319
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 268 713
Amortization of intangible assets 5,586 5,963
Loss on disposal of property and equipment 15 313
Stock-based compensation expense 9,758 5,969
Long-term debt, non-cash interest expense 394 2,175
Loss on extinguishment of debt 1,097 12,287
Changes in assets and liabilities:
Accounts receivable (9,347) (1,801)
Inventories 792 (1,031)
Prepaid expenses and other current assets (1,051) (391)
Other assets 190 (260)
Accounts payable 5,414 1,733
Accrued liabilities 12,262 4,779
Deferred revenue (989) (116)
Deferred rent (82) 57
Liability under government settlement (3,881) (2,632)
Net cash provided by operating activities 107,937 36,077
Investing activities
Purchases of property and equipment (523) (618)
Purchase of product rights (3,375) (3,000)
Decrease in restricted cash 400 2,588
Purchases of marketable securities (12,135) -
Net cash used in investing activities (15,633) (1,030)
Financing activities
Repayment of long-term debt (including $6,816 for the nine months ended September 30, 2010 paid to a
related party) (41,668) (123,662)
Payments of debt extinguishment costs (including $484 for the nine months ended September 30, 2010
paid to a related party) (333) (8,484)
Proceeds from offerings of common stock, net of issuance costs - 56,817
Proceeds from issuance of long-term debt, net - 48,688
Proceeds from employee stock purchases, exercise of stock options and warrants 13,468 901
Net repayments under revolving credit facilities (7,350) (2,049)
Net cash used in financing activities (35,883) (27,789)
Net increase in cash and cash equivalents 56,421 7,258
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Cash and cash equivalents, at beginning of period 44,794 15,595
Cash and cash equivalents, at end of period $ 101,215 $ 22,853

The accompanying notes are an integral part of these condensed consolidated financial statements.
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JAZZ PHARMACEUTICALS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. Summary of Significant Accounting Policies
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 consolidated financial statements and accompanying notes included in our Annual
Report on Form 10-K for the year ended December 31, 2010. 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
nine months ended September 30, 2011 are not necessarily indicative of the results to be expected for the year ending December 31, 2011 or for
any other interim period or for any future period. The consolidated financial statements include the accounts of Jazz Pharmaceuticals, Inc. and
our wholly-owned subsidiaries, Orphan Medical, LLC and JPI Commercial, LLC after elimination of intercompany transactions and balances.

On September 19, 2011, we and Azur Pharma Public Limited Company (formerly Azur Pharma Limited), a public limited company formed
under the laws of Ireland, or Azur Pharma, announced the signing of an Agreement and Plan of Merger and Reorganization, or the Merger
Agreement, pursuant to which we and Azur Pharma will combine our businesses in a stock transaction in which (a) Azur Pharma will effectuate
a reorganization described in the Merger Agreement and (b) a wholly owned subsidiary of Azur Pharma will merge with and into our company,
and as a result of this merger, our company will survive as a wholly owned subsidiary of Azur Pharma. At or prior to the completion of the
merger, Azur Pharma will change its name to Jazz Pharmaceuticals plc, or New Jazz. Following the completion of the merger, our former
stockholders will own slightly less than 80% of New Jazz, and Azur Pharma s shareholders will own the remainder, slightly over 20%. The New
Jazz ordinary shares will be registered with the SEC and are expected to be listed on the NASDAQ Global Stock Market under the symbol

JAZZ, the same trading symbol currently used by us. We anticipate the closing of the merger will be in the first quarter of 2012, at which time
New Jazz s capitalization is estimated to be approximately 60 million shares fully diluted. Pursuant to the Merger Agreement, effective as of the
closing of the merger, directors of our company and the chief executive officer of Azur Pharma are expected to be the directors of New Jazz.
This transaction, which has been approved by our board of directors and the board of directors of Azur Pharma, is subject to customary closing
conditions including approval of our stockholders and Azur Pharma s shareholders and regulatory approvals. Certain affiliates of ours who hold
approximately 43% of our common stock have agreed to vote in favor of the merger.

Significant Risks and Uncertainties

Most of our revenues are derived from sales of one product, Xyrem. Xyrem and its active pharmaceutical ingredient, sodium oxybate, are highly
regulated by the U.S. Food and Drug Administration, or FDA, and the U.S. Drug Enforcement Administration, or DEA, and actions by either or
both of these agencies could adversely affect sales of Xyrem. Xyrem has a boxed warning, which is the strongest safety warning required by the
FDA, and in recent years there has been increasing focus on the safety of pharmaceutical products. During 2010, an abbreviated new drug
application, or ANDA, was filed with the 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 this litigation. If an ANDA for Xyrem is
approved and a generic version of Xyrem is introduced, our sales of Xyrem would be adversely affected.

We are subject to risks common to companies in the pharmaceutical industry with development and commercial operations including, but not
limited to, risks and uncertainties related to commercial success and acceptance of our products by patients, physicians and payors, competition
from branded and generic products, regulatory approvals, regulatory requirements, dependence on key customers and sole source suppliers and
protection of intellectual property rights.

Recent Accounting Pronouncements

In May 2011, the Financial Accounting Standards Board, or the FASB, issued guidance which changes certain fair value measurement principles
and increases disclosure requirements, particularly for fair value measurements subject to significant judgment and is effective for fiscal years
beginning after December 15, 2011. We are currently evaluating the effect that the adoption of this guidance will have on our results of
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operations and financial position.

In June 2011, the FASB issued amended guidance on the presentation of comprehensive income in financial statements. The amendment
provides companies the option to present the components of net income and other comprehensive income either as one continuous statement of
comprehensive income or as two separate but consecutive statements. The amendment eliminates the option
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to present components of other comprehensive income as part of the statement of changes in stockholders equity and is effective for fiscal years,
and interim periods within those years, beginning after December 15, 2011. The adoption of this amendment will not have a material impact on
our results of operations or financial position.

In September 2011, the FASB issued amended guidance related to the goodwill impairment test which allows companies to first assess
qualitative factors to determine whether it is necessary to perform the two-step quantitative goodwill impairment test. The amendment is
effective for annual and interim goodwill impairment tests performed for fiscal years beginning after December 15, 2011. We do not believe the
adoption of this amendment will have a material impact on our results of operations or financial position.

Concentrations of Risk

Financial instruments that potentially subject us to concentrations of credit risk consist of cash equivalents and marketable securities. Our
investment policy limits investments to certain types of debt securities issued by the U.S. government, its agencies and institutions with
investment-grade credit ratings and places restrictions on 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 pharmaceutical wholesale distributors and a
specialty pharmaceutical distribution company, primarily in the United States, and to international distributors. Customer creditworthiness is
monitored and collateral is not usually required. Historically, we have not experienced significant credit losses on our accounts receivable. One
customer, Express Scripts Specialty Distribution Services, Inc. and its affiliate CuraScript, Inc., or Express Scripts, accounted for 82% and 79%
of gross accounts receivable as of September 30, 2011 and December 31, 2010, respectively.

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

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
amounts and disclosures reported in the condensed consolidated financial statements and accompanying notes. On an ongoing basis,
management evaluates its estimates, including those related to revenue recognition, intangible assets, inventory reserves, accrued expenses,
stock-based compensation and income taxes. 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 Common Share

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

$32,4820000 $32,4820000 $32,4820000 $32,4820000

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010

Numerator:

Net income $ 32,482 $ 13,243 $ 87,511 $ 8,319
Denominator:

Weighted-average common shares outstanding - basic 42,028 38,965 41,206 35,294
Dilutive effect of employee equity incentive and purchase plans 2,632 1,864 2,773 1,948
Dilutive effect of warrants 2,581 908 2,598 991
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Weighted-average common shares outstanding - diluted 47,241 41,737
Net income per share:
Basic $ 0.77 $ 0.34

Diluted $ 0.69 $ 0.32
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Potentially dilutive common shares from employee stock plans and warrants are determined by applying the treasury stock method to the
assumed exercise of warrants and stock options, the assumed vesting of outstanding restricted stock units, and the assumed issuance of common
stock under our employee stock purchase plan. The following table represents the weighted-average shares of our common stock that were
excluded from the computation of diluted net income per share for the periods presented because including them would have an anti-dilutive

effect (in thousands):

Options to purchase common stock
Warrants to purchase common stock

2. Inventories

The components of inventories were as follows (in thousands):

Raw materials
Work in process
Finished goods

Totals

3. Fair Value

00,000000000  00,000000000  00,000000000  00,000000000
Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
1,335 3,675 1,122 3,268
- 1,348 - -
September 30, December 31,
2011 2010
$ 2,065 2,986
688 705
1,544 1,355
$ 4,297 5,046

Available-for-sale investments consisted of the following (in thousands):

00$113,3480

Amortized
Cost

Money market
funds $ 72,802
Obligations of
U.S. government
agencies 12,135
Total
available-for-sale
investments $ 84,937

Available-for-sale
investments

Cash

Restricted cash

Table of Contents

00$113,3480 00$113,3480
September 30, 2011

Gross Gross
Unrealized Unrealized
Gains Losses

$ - $ -
- (2)
$ - $ 2

00$113,3480 00$113,3480

Estimated Amortized
Fair Value Cost
$ 72,802 $ 25,046
12,133 -
$ 84,935 $ 25,046

September 30,
2011
$ 84,935
28,413

00$113,3480 00$113,3480
December 31, 2010

Gross Gross
Unrealized Unrealized
Gains Losses
$ - $ -
$ - $ -

00$113,3480
Estimated
Fair Value

$ 25,046

$ 25,046

December 31,
2010

$ 25,046

19,748
400
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Totals $ 113,348 $ 45,194

September 30, December 31,
Reported as 2011 2010
Amounts
classified as cash
and cash
equivalents $ 101,215 $ 44,794
Amounts
classified as
restricted cash - 400
Amounts
classified as
marketable
securities 12,133 =

Totals $ 113,348 $ 45,194

Marketable securities consist of obligations of U.S. government agencies and were measured at fair value using Level 2 inputs. We review
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. All marketable securities held as of September 30, 2011 had
contractual maturities of less than one year, and no securities were sold in the three and nine months ended September 30, 2011. Unrealized
losses as of September 30, 2011, related to the marketable securities were immaterial and we believe the impairment was temporary. In
determining that the decline in fair value of these securities was temporary, we considered the length of time each security was in an unrealized
loss position; the extent to which fair value was less than cost; and our ability and intent to not sell these securities before the recovery of their
amortized cost basis. No marketable securities held as of September 30, 2011 had been in a continuous loss position for more than 12 months.
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The following table summarizes, by major security type, our available-for-sale investments that are measured at fair value on a recurring basis
and are categorized using the fair value hierarchy (in thousands):

Markets for( Markets for( Markets for0 Markets for( Markets for(
September 30, 2011 December 31, 2010
Quoted Quoted
Prices in Prices in
Active Significant Active
Markets for Other Markets for
Identical Observable Total Identical Total
Assets Inputs Estimated Assets Estimated
(Level 1) (Level 2) Fair Value (Level 1) Fair Value
Money market funds $ 72,802 $ = $ 72,802 $ 25,046 $ 25,046
Obligations of U.S. government
agencies - 12,133 12,133 - -
Totals $ 72,802 $ 12,133 $ 84,935 $ 25,046 $ 25,046

There were no transfers between Level 1 and Level 2 of the fair value hierarchy during the three and nine months ended September 30, 2011.

On July 1, 2011, we repaid in full our long-term debt (see Note 5). Prior to the extinguishment of our long-term debt, we estimated the fair value
of our long-term debt using a discounted cash flow analysis based on our incremental borrowing rates for similar types of borrowing
arrangements. The carrying amount and the estimated fair value of our long-term debt were as follows (in thousands):

Markets for( Markets forQ Markets for(0 Markets for(
September 30, 2011 December 31, 2010
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
Long-term debt $ - $ - $ 40,693 $ 40,864

4. Goodwill and Intangible Assets

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

Markets for0 Markets forQ
September 30, December 31,
2011 2010
Goodwill $ 38,213 $ 38,213

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

Net Book Value Net Book Value Net Book Value Net Book Value Net Book Value Net Book Value

September 30, 2011 December 31, 2010
Gross Carrying Accumulated Gross Carrying Accumulated
Amount Amortization Net Book Value Amount Amortization Net Book Value
$ 39,700 $ 26,143 $ 13,557 $ 39,700 $ 23,014 $ 16,686
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9,700 7,698 2,002 9,700 5,446

2,600 1,712 888 2,600 1,507

52,000 $ 35,553 $ 16,447 $ 52,000 $ 29,967
9

4,254
1,093

22,033
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Based on intangible assets recorded as of September 30, 2011, 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):

Shares issued

Estimated

Amortization
Year Ending December 31, Expense
2011 (remaining portion) $ 1,862
2012 5,696
2013 4,445
2014 4,444
Total $ 16,447

5. Debt and Financing Obligations
Term Loan and Revolving Credit Facility

On July 1, 2011, we repaid in full the $33.3 million principal amount of our term loan and a prepayment penalty of $0.3 million. As a result of
the repayment, we recorded a loss on extinguishment of debt of $1.1 million, which consisted of a $0.8 million non-cash charge related to the
write-off of unamortized debt issuance costs and a debt discount and the $0.3 million prepayment penalty.

Borrowing availability under our revolving credit facility was $14.7 million and no amounts were outstanding as of September 30, 2011.
6. Stockholders Equity
Common Stock

The following table presents a summary of shares of our common stock issued and proceeds received (in thousands):

Nine Months Ended
September 30, 2011
Shares issued Proceeds
Option exercises & vesting of restricted stock units 1,200 $ 10,513
Employee stock purchase plan 260 296
Warrant exercises 343 2,659
Cashless warrant exercises 381 -
Directors deferred compensation plan 14 -
Totals 2,198 $ 13,468
Comprehensive Income
Comprehensive income was as follows (in thousands):
Shares issued Shares issued Shares issued Shares issued
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Three Months Ended

Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
Net income $ 32,482 $ 13,243 $ 87,511 $ 8,319
Unrealized loss on available-for-sale investments 2) - 2) -
Total comprehensive income $ 32,480 $ 13,243 $ 87,509 $ 8,319
10
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7. Stock-Based Compensation

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

0000000000 0000000000 0000000000 0000000000
Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Selling, general and administrative $ 2,156 $ 1,632 $ 6,986 $ 4,297
Research and development 838 478 2,342 1,488
Cost of product sales 201 67 430 184
Totals $ 3,195 $ 2,177 $ 9,758 $ 5,969

Stock Options

The table below shows (i) the number of shares (in thousands) underlying options to purchase shares of our common stock granted to
employees, (ii) the weighted-average grant date fair value per share of those stock 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:

0000000000 0000000000 0000000000 0000000000
Three Months Ended Nine Months Ended
September 30, September 30,

2011 2010 2011 2010
Shares 61 275 1,312 1,624
Grant date fair value $ 24.56 $ 6.14 $ 17.99 $ 7.83
Black-Scholes option pricing model assumption information:
Volatility 71% 88% 74% 85%
Expected term (years) 5.6 5.8 5.6 6.0
Range of risk-free rates 1.1-2.0% 1.7-2.1% 1.1-2.7% 1.7-3.1%
Expected dividend yield 0.0% 0.0% 0.0% 0.0%

8. 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):

$188,741 00 $188,741 00 $188,741 00 $188,741 00
Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Xyrem $ 62,547 $ 37,231 $ 161,503 $ 99,699
Luvox CR 9,669 6,607 24,080 17,950
Product sales, net 72,216 43,838 185,583 117,649
Royalties 792 630 2,304 1,909
Contract revenues 285 285 854 854
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$ 73,293 $ 44,753 $
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188,741

$

120,412
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The following table presents a summary of total revenues attributed to domestic and foreign sources (in thousands):

00000000 00000000
Three Months Ended
September 30,
2011 2010
United States $ 72,218 $ 43,564
Europe 1,071 907
All other 4 282
Total revenues $ 73,293 $ 44,753

The following table presents a summary of total revenues from customers that represent more than 10% of our total revenues:

00,0000000000
Three Months Ended
September 30,
2011 2010
Express Scripts 85% 83%
9. Income Tax Expense

00,0000000000

00000000 00000000
Nine Months Ended
September 30,

2011 2010
$ 185,048 $ 117,172

3,362 2,950
331 290
$ 188,741 $ 120,412
00,0000000000  00,0000000000
Nine Months Ended
September 30,
2011 2010
85% 82%

During the three and nine months ended September 30, 2011, our effective income tax rate was 0%. This rate was lower than the federal
statutory rate of 35% due to our application of federal net operating loss carryforwards to offset both regular taxable income and alternative

minimum taxable income and reflects our utilization of deferred state tax benefits.
10. 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 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

Se