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EXPLANATORY NOTE

On December 19, 2013, Jazz Pharmaceuticals Public Limited Company (“Jazz Pharmaceuticals” or the “Company”), Jazz Pharmaceuticals Italy S.p.A., a
società per azioni incorporated in Italy (formerly known as Jazz Pharmaceuticals Italy S.r.l., a società a responsabilità limitata) (“Purchaser”) and a wholly-
owned subsidiary of Jazz Pharmaceuticals, and Gentium S.p.A., a società per azioni incorporated in Italy (“Gentium”), entered into a Tender Offer
Agreement (the “Tender Offer Agreement”) pursuant to which Jazz Pharmaceuticals and Purchaser commenced a tender offer to purchase all outstanding
shares of ordinary stock, no par value per share (the “Ordinary Shares”), and all outstanding American Depositary Shares, each representing one Ordinary
Share and evidenced by an American Depositary Receipt issued by The Bank of New York, as depositary (the “ADSs”), of Gentium, at a purchase price of
$57.00 per Ordinary Share and per ADS (without duplication for Ordinary Shares underlying ADSs), net to the seller in cash, without interest thereon and
less any required withholding taxes, upon the terms and subject to the conditions set forth in the Offer to Purchase dated December 23, 2013 (as amended or
supplemented, the “Offer to Purchase”) and in the related ADS Letter of Transmittal (the “ADS Letter of Transmittal”) and Share Form of Acceptance
(together with the ADS Letter of Transmittal and Offer to Purchase, as amended or supplemented from time to time, the “Offer”).

On January 24, 2014, the Company filed a Current Report on Form 8-K (the “Original Form 8-K”) reporting that as of the expiration of the Offer on January
22, 2014, 12,244,156 Ordinary Shares and ADSs were properly tendered and not withdrawn in Offer, represented approximately 79% of Gentium’s issued
and outstanding Ordinary Shares and ADSs and 69% of the fully diluted number of Ordinary Shares and ADSs (in each case without duplication for Ordinary
Shares underlying ADSs). All properly tendered Ordinary Shares and ADSs as of such date were accepted for payment, which was made in accordance with
the terms of the Offer. Upon payment for the properly tendered Ordinary Shares and ADSs, the Company became the indirect majority shareholder of
Gentium, thereby acquiring control of Gentium. Following the expiration of the Offer, and in accordance with the terms of the Tender Offer Agreement,
Purchaser commenced a subsequent offering period of the Offer to acquire all remaining untendered Ordinary Shares and ADSs. The subsequent offering
period expired on February 20, 2014 and Purchaser accepted and purchased an additional approximately 29% of the fully diluted Ordinary Shares and ADSs
properly tendered during such subsequent offering period, resulting in total purchases pursuant to the Offer of approximately 98% of the fully diluted number
of Ordinary Shares and ADSs as of February 21, 2014 (the “Gentium Acquisition”).

This Current Report on Form 8-K/A amends the Original Form 8-K to provide the consolidated financial statements of Gentium as required under
Item 9.01(a) and the pro forma financial information required under Item 9.01(b).

Item 9.01. Financial Statements and Exhibits.

(a) Financial Statements of Businesses Acquired

The audited consolidated financial statements of Gentium as of December 31, 2013 and 2012 and for each of the three years in the period ended December
31, 2013, and the notes related thereto, are filed as Exhibit 99.1 to this Current Report on Form 8-K/A The consent of the independent auditors of Gentium is
attached hereto as Exhibit 23.1.

(b) Pro Forma Financial Information

The unaudited pro forma condensed combined statement of income for the year ended December 31, 2013, and the unaudited pro forma condensed combined
balance sheet as of December 31, 2013, and the notes related thereto, each giving effect to the Gentium Acquisition, are included as Exhibit 99.2 to this
Current Report on Form 8-K/A.



(d) Exhibits

Exhibit
Number  Description

2.1

 

Tender Offer Agreement, dated as of December 19, 2013, by and among Jazz Pharmaceuticals Public Limited Company, Jazz
Pharmaceuticals Italy S.p.A. (formerly known as Jazz Pharmaceuticals Italy S.r.l.) and Gentium S.p.A. (incorporated by reference to
Exhibit 2.1 in Jazz Pharmaceuticals plc’s current report on Form 8-K/A, as filed with the Securities and Exchange Commission on
December 20, 2013).

10.1

 

Amendment No. 2, dated as of January 23, 2014, to the Credit Agreement, dated as of June 12, 2012, by and among Jazz Pharmaceuticals,
Inc., Jazz Financing I Limited and Jazz Pharmaceuticals Ireland Limited, as borrowers, Jazz Pharmaceuticals Public Limited Company, as
guarantor, the Lenders thereto and Barclays Bank PLC, as Administrative Agent, Collateral Agent, L/C Issuer and Swing Line Lender
(incorporated by reference to Exhibit 10.32 in Jazz Pharmaceuticals plc’s annual report on Form 10-K, as filed with the Securities and
Exchange Commission on February 25, 2013).

23.1  Consent of Reconta Ernst & Young S.p.A.
99.1

 
Audited consolidated financial statements of Gentium S.p.A as of December 31, 2013 and 2012 and for each of the three years in the
period ended December 31, 2013, and the notes related thereto.

99.2
 

Unaudited pro forma condensed combined financial information as of and for the year ended December 31, 2013 and the notes related
thereto.



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

JAZZ PHARMACEUTICALS PUBLIC LIMITED COMPANY
  

By:  /s/ Karen J. Wilson
 Karen J. Wilson
 Senior Vice President, Finance
 (Principal Accounting Officer)

Date: March 31, 2014
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Tender Offer Agreement, dated as of December 19, 2013, by and among Jazz Pharmaceuticals Public Limited Company, Jazz
Pharmaceuticals Italy S.p.A. (formerly known as Jazz Pharmaceuticals Italy S.r.l.) and Gentium S.p.A. (incorporated by reference to
Exhibit 2.1 in Jazz Pharmaceuticals plc’s current report on Form 8-K/A, as filed with the Securities and Exchange Commission on
December 20, 2013).

10.1

 

Amendment No. 2, dated as of January 23, 2014, to the Credit Agreement, dated as of June 12, 2012, by and among Jazz Pharmaceuticals,
Inc., Jazz Financing I Limited and Jazz Pharmaceuticals Ireland Limited, as borrowers, Jazz Pharmaceuticals Public Limited Company, as
guarantor, the Lenders thereto and Barclays Bank PLC, as Administrative Agent, Collateral Agent, L/C Issuer and Swing Line Lender
(incorporated by reference to Exhibit 10.32 in Jazz Pharmaceuticals plc’s annual report on Form 10-K, as filed with the Securities and
Exchange Commission on February 25, 2013).

23.1  Consent of Reconta Ernst & Young S.p.A.
99.1

 
Audited consolidated financial statements of Gentium S.p.A as of December 31, 2013 and 2012 and for each of the three years in the
period ended December 31, 2013, and the notes related thereto.

99.2
 

Unaudited pro forma condensed combined financial information as of and for the year ended December 31, 2013 and the notes related
thereto.



Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We consent to the use in the current report (Form 8-K/A) of Jazz Pharmaceuticals Public Limited Company dated March 31, 2014 and to the incorporation by
reference in the Registration Statements on Form S-8 (No. 333-194131, No. 333-186886 and No. 333-179075) of Jazz Pharmaceuticals Public Limited
Company, and in the Registration Statement on Form S-3 (No. 333-179080) of Jazz Pharmaceuticals Public Limited Company and in the related
Prospectuses, of our report dated March 31, 2014 with respect to the consolidated financial statements of Gentium S.p.A, which appears in this Current
Report on Form 8-K/A of Jazz Pharmaceuticals Public Limited Company.

/s/ Reconta Ernst & Young S.p.A.

Milan, Italy

March 31, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of Gentium S.p.A.

We have audited the accompanying consolidated balance sheets of Gentium S.p.A. (the “Company”) as of December 31, 2013 and 2012, and the related
consolidated statements of income, shareholders’ equity, and cash flows for each of the three years in the period ended December 31, 2013. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Gentium S.p.A. at
December 31, 2013 and 2012 and the consolidated results of its operations and its cash flows for each of the three years in the period ended December 31,
2013, in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Gentium S.p.A.’s internal
control over financial reporting as of December 31, 2013, based on criteria established in Internal Control-Integrated Framework (1992 framework) issued by
the Committee of Sponsoring Organizations of the Treadway Commission and our report dated March 31, 2014 expressed an unqualified opinion thereon.

/s/ Reconta Ernst & Young S.p.A.

Milan, Italy

March 31, 2014
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GENTIUM S.p.A.
CONSOLIDATED BALANCE SHEETS

(In thousands, except share amounts)

 As of December 31,

 2012  2013

ASSETS    
Current assets:    

Cash and cash equivalents € 12,485  € 22,038
Short-term deposit —  4,000
Accounts receivable, net of allowance of nil as of December 31, 2012 and 2013 4,870  8,006
Accounts receivable from related parties, net of allowance of €765 as of December 31, 2012 and 2013 216  1,541
Inventories, net of allowance of €332 and €374 as of December 31, 2012 and 2013 1,990  2,448
Prepaid expenses and other current assets 1,428  1,768
Deferred tax assets —  2,539

Total current assets 20,989  42,340
Property, manufacturing facility and equipment, net 7,449  7,581
Deferred tax assets, non-current —  15,324
Intangible and other non-current assets 200  226

Total assets € 28,638  € 65,471

LIABILITIES AND SHAREHOLDERS’ EQUITY    
Current liabilities:    

Accounts payable € 4,453  € 9,939
Accounts payable to related parties 5  5
Accrued expenses and other current liabilities 1,728  3,684
Income taxes payable 11  370
Deferred revenues 163  11
Current maturities of long-term debt 409  350

Total current liabilities 6,769  14,359
Long-term debt, net of current maturities 1,135  1,386
Deferred tax liabilities —  28
Termination indemnities 384  292
Other long-term liabilities —  190
Total liabilities 8,288  16,255
Commitments and contingencies (Note 15)    
Shareholders’ equity:    

Share capital (19,656,317 shares authorized as of December 31, 2012 and 2013; 15,038,483 and
15,555,131 shares issued and outstanding at December 31, 2012 and 2013, each of no par value) 112,421  116,686
Accumulated deficit (92,071)  (67,470)

Total shareholders’ equity 20,350  49,216

Total liabilities and shareholders’ equity € 28,638  € 65,471
 

The accompanying notes are an integral part of these consolidated financial statements.
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GENTIUM S.p.A.
CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except share and per share amounts)
 

 For the Year Ended December 31,

 2011  2012  2013

Revenues:      
API product sales € 4,848  € 4,856  € 6,172
NPP product sales 16,886  22,774  33,653

Total product sales 21,734  27,630  39,825
Other revenues 123  152  490
Other revenues from related party 2,026  1,257  2,602

Total revenues 23,883  29,039  42,917
Operating costs and expenses:      

Cost of goods sold 6,035  5,778  6,055
Research and development 5,533  10,531  15,672
Selling, general and administrative 7,727  10,829  12,883
Charges from related parties 222  186  189
Depreciation and amortization 870  1,003  1,031

Total costs and expenses 20,387  28,327  35,830
Operating income 3,496  712  7,087

Foreign currency exchange gain/(loss), net 46  (67)  55
Interest income/(expense), net (21)  155  237

Income before income tax provision/(benefit) 3,521  800  7,379
Income tax provision/(benefit) 811  26  (17,222)

Net income € 2,710  € 774  € 24,601

Net income per share:      
Basic € 0.18  € 0.05  € 1.61

Diluted € 0.18  € 0.05  € 1.48

Weighted-average shares used to compute net income per share:      
Basic 14,964,021  15,014,411  15,261,799

Diluted 15,340,859  15,639,890  16,602,743
 

The accompanying notes are an integral part of these consolidated financial statements.
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GENTIUM S.p.A.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

(In thousands)
 

 Shares  Amount  
Accumulated

Deficit  
Total

Shareholders’
Equity

Balance at December 31, 2010 14,956  € 108,485  € (95,555)  € 12,930
Stock-based compensation —  1,666  —  1,666
Issuance of common stock upon exercise of stock options 13  77  —  77
Net income —  —  2,710  2,710
Balance at December 31, 2011 14,969  € 110,228  € (92,845)  € 17,383
Stock-based compensation —  1,916  —  1,916
Issuance of common stock upon exercise of stock options 69  277  —  277
Net income —  —  774  774
Balance at December 31, 2012 15,038  € 112,421  € (92,071)  € 20,350
Stock-based compensation —  1,816  —  1,816
Issuance of common stock upon exercise of stock options 517  2,449  —  2,449
Net income —  —  24,601  24,601

Balance at December 31, 2013 15,555  € 116,686  € (67,470)  € 49,216
 

The accompanying notes are an integral part of these consolidated financial statements.
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GENTIUM S.p.A.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

 For the Year Ended December 31,

 2011  2012  2013

Operating activities      
Net income € 2,710  € 774  € 24,601
Adjustments to reconcile net income to net cash provided by operating activities:      

Write-down of inventory 337  173  228
Unrealized foreign exchange loss/(gain) (48)  36  (37)
Release of inventory reserve (net) —  (630)  (186)
Depreciation and amortization 1,320  1,456  1,474
Stock-based compensation 1,666  1,916  1,816
Gain on fixed asset disposal (14)  —  (306)
Release of allowance for doubtful accounts —  (27)  —
Provision for income taxes 580  117  613
Release of income tax provision —  (91)  —
Deferred tax assets —  —  (17,863)
Deferred tax liabilities —  —  28
Changes in operating assets and liabilities:      

Accounts receivable (1,281)  976  (4,549)
Inventories (919)  1,413  (498)
Prepaid expenses and other current and non-current assets 42  (358)  (223)
Accounts payable, accrued expenses and income tax payables (648)  (2,010)  6,656
Termination indemnities (134)  8  (92)
Deferred revenue (1,210)  (331)  (152)

Net cash provided by operating activities 2,401  3,422  11,510
Investing activities      

Capital expenditures (718)  (611)  (850)
Proceeds from sale of marketing authorization, trademark and equipment 62  —  310
Short-term deposit —  —  (4,000)
Sales of marketable securities 263  —  —

Net cash used in investing activities (393)  (611)  (4,540)
Financing activities      

Proceeds from stock option exercises 77  277  2,449
Repayments of long-term debt (808)  (505)  (408)
Proceeds from long-term debt —  —  600
Principal payment of capital lease obligation (70)  (21)  —

Net cash provided by/(used in) financing activities (801)  (249)  2,641
Net increase in cash and cash equivalents 1,207  2,562  9,611
Effect of exchange rates on cash and cash equivalents 41  (67)  (58)
Cash and cash equivalents, at beginning of period 8,742  9,990  12,485

Cash and cash equivalents, at end of period € 9,990  € 12,485  € 22,038

Supplemental disclosure of cash flow information:      
Cash paid for interest € 66  € 44  € 20
Cash paid for income taxes € 375  € 1,011  € 11

 
The accompanying notes are an integral part of these consolidated financial statements.
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GENTIUM S.p.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. BUSINESS AND BASIS OF PRESENTATION

Business

We are a biopharmaceutical company primarily focused on the development of defibrotide, a sodium salt of a complex mixture of single- and double-
stranded oligodeoxyribonucleotides derived from porcine DNA. Our development of defibrotide has been directed to the treatment and prevention of hepatic
veno-occlusive disease, or VOD, a potentially life-threatening complication of hematopoietic stem cell transplantation, or HSCT. Stem cell transplantation is
a frequently used treatment modality for hematologic cancers and other conditions in both adults and children. Certain high-dose conditioning regimens used
as part of HSCT can damage the lining cells of hepatic vessels which is thought to lead to the development of VOD, a blockage of the small vessels in the
liver, that leads to liver failure and can result in significant dysfunction in other organs such as the kidneys and lungs. The condition is also referred to as
“sinusoidal obstruction syndrome.” Severe VOD is the most extreme form of VOD and is associated with multi-organ failure and high rates of morbidity and
mortality.

On December 19, 2013, we entered into a definitive tender offer agreement with Jazz Pharmaceuticals Public Limited Company, or Jazz, and Jazz
Pharmaceuticals Italy S.p.A., or Jazz Italy, a wholly-owned subsidiary of Jazz, pursuant to which Jazz Italy made an offer to purchase all our outstanding
ordinary shares and American Depositary Shares, or ADSs, each representing one ordinary share, at a purchase price of $57.00 per ordinary share and per
ADS (without duplication for ordinary shares underlying ADSs). On February 21, 2014, Jazz Italy completed its tender offer, having acquired approximately
98 percent of our combined ordinary shares and ADSs. Jazz is now our indirect majority shareholder. We filed a Notice of Voluntary Delisting with The
NASDAQ Stock Market on March 5, 2014, and trading in our ADSs on The NASDAQ Global Market, or NASDAQ, was suspended on March 7, 2014. We
filed a Form 25 with the Securities and Exchange Commission, or the SEC, on March 17, 2014 to terminate registration of our ordinary shares and ADSs
under Section 12(b) of the Securities Exchange Act of 1934, as amended, or the Exchange Act, and intend to file a Form 15 with the SEC promptly after this
annual report is filed with the SEC to terminate registration of our ordinary shares and ADSs under Section 12(g) of the Exchange Act and to suspend our
duty to file reports under Sections 13(a) and 15(d) of the Exchange Act. We expect that this will be the final report we will be required to file under Sections
13(a) and 15(d) of the Exchange Act.

We and the ADS depositary entered into an amendment dated March 21, 2014 to the deposit agreement dated as of June 15, 2005, or the deposit
agreement, which amendment will be effective on April 13, 2014. Upon effectiveness, the amendment to the deposit agreement will reduce from one year to
60 days the period that must elapse between the date of termination of the deposit agreement and the date on which the ADS depositary may sell the ordinary
shares of the Company it then holds and provides for the ADS depositary to accept any offer by a subsidiary of Jazz to purchase those shares at a price of no
less than $57.00 per ordinary share, unless the ADS depositary has received what it considers to be a superior bona fide offer from another party. The ADS
depositary has given notice such that the deposit agreement will terminate at 5:00 pm (Eastern time) on April 13, 2014. While the date or dates on which the
ADS depositary will sell the remaining shares have not been determined, the sale will not occur before June 13, 2014. Jazz Italy has indicated that it intends
to offer to purchase ordinary shares from the ADS depositary at a per share price equal to $57.00.

In October 2013, the European Commission, or EC, granted marketing authorization under exceptional circumstances for our defibrotide product,
Defitelio® (defibrotide), for the treatment of severe VOD in adults and children undergoing HSCT therapy. Our wholly-owned subsidiary, Gentium GmbH,
together with other subsidiaries of Jazz, commenced the launch of Defitelio in Europe in March 2014, starting with Germany and Austria. We expect to
launch in additional European countries on a rolling basis during 2014 and 2015 and are engaged in pricing and reimbursement submissions as applicable in
preparation for planned launches in those countries. We intend eventually to promote Defitelio in all European markets where it has marketing authorization.
To our knowledge, there are currently no approved treatments for VOD in the United States. Defibrotide is being distributed to patients diagnosed with VOD
in the United States through an expanded access program pursuant to a treatment investigational new drug, or IND, protocol, which we call our expanded
access program. In addition, we expect to continue to give patients access to defibrotide in other countries where it is not commercially available on a named
patient basis, which we refer to refer to as our named patient program.

Unless otherwise indicated or the context otherwise requires, references to “Gentium,” “the Company,” “we,” “us,” and “our” refer to Gentium S.p.A.
and its consolidated subsidiary, Gentium GmbH.
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GENTIUM S.p.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Basis of Presentation

The accompanying consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles, or GAAP.
These consolidated financial statements are denominated in the currency of the European Monetary Union (the Euro or €).

The accompanying consolidated financial statements have been prepared on the assumption that we will continue as a going concern, which
contemplates the realization of assets and the satisfaction of liabilities in the normal course of business for the twelve-month period following the date of the
balance sheet. Through December 31, 2013, the Company had accumulated losses of €67.47 million. Since 2010, we have been cash flow positive, primarily
due to revenue generated from our expanded access and named patient programs. However, if we are unable to successfully commercialize defibrotide,
unable to generate sufficient revenue and cash flow through our expanded access and named patient programs, or if we increase expenditures above our
current expectations, we may need to obtain additional funding either through arrangements with Jazz or its other subsidiaries, or through debt financings or
collaborative agreements with unrelated parties, which may not be available to us on favorable terms, if at all.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Consolidation

Our consolidated financial statements reflect the financial position of Gentium S.p.A. and its wholly-owned subsidiary, Gentium GmbH. All
intercompany balances and transactions have been eliminated upon consolidation.

Use of Estimates

The preparation of our consolidated financial statements in accordance with U.S. GAAP requires management to make judgments, estimates and
assumptions that may affect the reported amounts of assets and liabilities, and related disclosure of contingent assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenues and expenses during the reporting period. We base our estimates on historical
experience and on various other assumptions that are believed to be reasonable under the circumstances. Actual results could differ materially from those
estimates.

Segment Information

The Company is managed and operated as one business. The entire business is managed by a single management team that reports to the chief
executive officer. The Company does not operate separate lines of business or separate business entities with respect to any of its products. The Company’s
chief operating decision maker reviews the profits and losses and manages the operations of the Company on an aggregate basis. Accordingly, we have
determined that we operate in one business segment, which is the biopharmaceutical industry.

Cash and Cash Equivalents

Cash and cash equivalents include highly liquid investments, readily convertible to cash, that mature within three months or less from date of purchase.

Concentration of Credit Risk and Other Risks and Uncertainties  

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash and cash equivalents and trade
receivables. The Company limits its investments to short-term low risk instruments. The Company is exposed to credit risk with respect to its trade accounts
receivable from sales of defibrotide through its named patient and expanded access programs, which are typically unsecured. As of December 31, 2013, our
top two customers accounted for approximately 58% and 14% of our accounts receivable, respectively. As of December 31, 2012, our top two customers
accounted for approximately 53% and 11% of our accounts receivable, respectively. We are exposed to risks associated with foreign currency transactions in
which we use U.S. dollars to make contract payments denominated in Euros and vice versa. As the net positions of our unhedged foreign currency
transactions fluctuate, our earnings might be affected. We currently do not utilize forward exchange contracts or any type of hedging instruments to hedge
foreign exchange risk, as we believe our overall exposure is relatively limited. For the year ended December 31, 2013, our top three customers accounted for
53%, 12% and 7% of our product sales, respectively. For the year ended December 31, 2012, our top three customers accounted for 47%, 11% and 10% of
our product sales, respectively. For the year ended December 31, 2011, our top three customers accounted for 56%, 14% and 12% of our product sales,
respectively.
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GENTIUM S.p.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The Company is subject to a number of risks common in the biotechnology industry including, but not limited to, the uncertainty as to whether Defitelio
will become a successful commercial product, our ability to generate projected revenue through our named patient and expanded access programs, our
dependence on corporate partners and key personnel, protection of proprietary technology, compliance with U.S. Food and Drug Administration, or FDA, and
other governmental regulations and approval requirements, our ability to obtain financing, if necessary, and potential changes in the health care industry.

Accounts Receivable

Accounts receivable are primarily comprised of amounts due from our wholesale distributors and pharmaceutical companies. Account receivables are
recorded net of allowances for distributors’ fees where we are not invoiced directly and doubtful accounts. Estimates for distributors’ fees are based on
contractual terms. Estimates for our allowance for doubtful accounts are determined based on existing contractual payment terms, historical payment patterns
of our customers and individual customer circumstances. Amounts determined to be uncollectible are charged or written-off against the reserve.

Inventories

Inventories consist of raw materials, work in process, finished active pharmaceutical ingredients and defibrotide distributed through the named patient
and expanded access programs. Inventories are stated at the lower of cost or market value, with cost being determined on an average cost basis, which
approximates the first-in, first-out method. Prior to commencing the sale of defibrotide through the named patient and expanded access programs, we
expensed all costs associated with the production of defibrotide as research and development expenses. Since signing the agreements associated with the
named patient and expanded access programs, we have capitalized the subsequent costs of manufacturing defibrotide as inventory, including costs to convert
the existing defibrotide active pharmaceutical ingredients to vials and costs to package and label previously manufactured inventory which had previously
been expensed as research and development expenses. Until we sell the inventory, the carrying values of our inventories and our cost of goods sold will
reflect only incremental costs incurred subsequent to the signing of these agreements.

The Company periodically reviews its inventories and items that are considered outdated or obsolete which are reduced to their estimated net realizable
values. The Company estimates reserves for excess and obsolete inventories based on inventory levels on hand and current and forecast product demand. If an
estimate of future product demand suggests that inventory levels will become obsolete, then inventories are reduced to their estimated net realizable values.
We also review our inventory for quality assurance and quality control issues identified in the manufacturing process and determine whether a write-down is
necessary.

We expense costs relating to the production of clinical products, which are not expected to be sold through the named patient and expanded access
programs, as research and development expenses in the period in which they are incurred.

Property, Manufacturing Facility and Equipment

Property, manufacturing facility and equipment are carried at cost, subject to review for impairment whenever events or changes in circumstances
indicate that the carrying amount of the asset may not be recoverable. The cost of normal, recurring, or periodic repairs and maintenance activities related to
property, manufacturing facility and equipment are expensed as incurred, and the cost for major expenditures for additions and improvements are capitalized
if they extend the useful life or capacity of the asset.

The cost of our property, manufacturing facility and equipment also includes a proportionate share of the Company’s financing costs. The amount of
interest cost to be capitalized for qualifying assets is that portion of the interest cost incurred during the assets’ acquisition period that could have been
avoided if expenditures for the assets had not been made. Capitalized interest expense is amortized over the same life as the underlying constructed asset.

We depreciate or amortize the cost of our property, manufacturing facility and equipment using the straight-line method over the estimated useful lives
of the respective assets, which are summarized as follows:
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Asset Category   Useful Lives

Land   Not depreciated
Buildings   20 years
Plant and Machinery   10 to 15 years
Industrial Equipment   10 years
Furniture and Fixtures   5 to 10 years
Leasehold Improvements   Lesser of the useful life or the term of the respective lease
Internally Developed Software  15 years

When we dispose of property, manufacturing facility and equipment, we remove the associated cost and accumulated depreciation from the related
accounts on our consolidated balance sheet and include any resulting gain or loss in our consolidated statements of income.

Computer Software

We capitalize costs of computer software obtained for internal use. Such costs are included in property, manufacturing facility and equipment and are
amortized over the estimated useful life of the software.

Intangibles

Intangible assets are stated at cost and amortized on a straight-line basis over the expected useful life of such assets, which is estimated to be five to ten
years for licenses and trademarks.

Impairment of Long-lived Assets, including Intangibles

The Company’s long-lived assets consist primarily of property, manufacturing facility and equipment. The Company evaluates its ability to recover the
carrying values of long-lived assets used in its business, considering changes in the business environment or other facts and circumstances that suggest the
value of such assets may be impaired. If this evaluation indicates the carrying value will not be recoverable, based on the undiscounted expected future cash
flows estimated to be generated by these assets, the Company reduces the carrying amount to the estimated fair value.

Revenue Recognition

We recognize revenues when all of the following criteria are met: persuasive evidence of an arrangement exists, delivery has occurred or services have
been rendered, our price to the customer is fixed or determinable, and collectability is reasonably assured. Revenues from product sales are recognized upon
delivery, when title and risk of loss have passed to the customer. Product revenues are recorded net of applicable reserves for discounts, distributor fees and
allowances.

Items deducted from total product sales:

• Distributor fees: We have entered into agreements with distributors to manage defibrotide as an investigational drug on a named patient and
expanded access basis. We recognize a fee to distributors based on a contractually determined fixed percentage of sales. These fees are accrued at
the time of the sale and offset against product sales and are typically paid within 60 days after the issuance of a sales report. When billed directly to
the Company, distributor fees are recorded as accounts payable or accrued expenses on our consolidated balance sheets.

• Cash discounts: We may offer a price discount to a customer if a minimum order quantity is reached in a calendar year. We establish a reserve based
on estimates of the amounts earned or to be claimed on the related sales, which is classified under accrued expenses and other current liabilities on
our balance sheets, and as a reduction of product sales.

• Product returns: We do not provide our customers with a general right of product return, although we do permit returns if the product is damaged or
defective when received by the customer.

Collaborative arrangements with multiple deliverables are divided into separate units of accounting if certain criteria are met, including whether the
delivered element has stand-alone value to the customer and whether there is objective and reliable evidence of the fair value of the undelivered item. The
consideration received from these arrangements is allocated among the separate units based on their respective selling prices, and the applicable revenue
recognition criteria are applied to each
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separate unit. Revenues from collaborative arrangements generally include manufacturing fee arrangements if the research and development efforts ever reach
the commercialization phase.

Revenue from non-refundable upfront license fees and milestone payments is recognized as performance occurs and our obligations are completed. In
accordance with the specific terms of the Company’s obligations under these arrangements, revenue is recognized as the obligation is fulfilled or ratably over
the development or manufacturing period. Revenue associated with substantive at-risk milestones is recognized based upon the achievement of the milestones
as defined in the respective agreements. Revenue from the reimbursement of research costs under collaborative arrangements is recognized as the related
research and development costs are incurred, as provided under the terms of these arrangements.

Advance payments received in excess of amounts earned are recorded on the balance sheets as deferred revenue until earned.

Costs incurred by the Company for shipping and handling are included in cost of goods sold.

Research and Development

Research and development expenditures are charged to operations as incurred. Research and development expenses consist of costs incurred for
proprietary and collaborative research and development, including activities such as product registration and investigator-sponsored trials. Research and
development expenses include salaries, benefits and other personnel-related costs, clinical trial and related clinical manufacturing expenses, fees paid to
clinical research organizations, or CROs, contract and other outside service fees, employee stock-based compensation expenses and allocated facility and
overhead costs. Payments we make for research and development services prior to the services being rendered are recorded as prepaid assets on our
consolidated balance sheets and are expensed as the services are provided.

Clinical Trial Accruals

The Company accounts for the costs of clinical studies conducted by CROs based on the estimated costs and contractual progress over the life of the
individual study. These costs can be a significant component of research and development expenses.

Income Taxes

The Company uses the liability method of accounting for income taxes. Deferred tax assets and liabilities are recognized for the estimated future tax
consequences of temporary differences between the financial statements carrying amounts and the respective tax bases. Deferred tax assets and liabilities are
measured using enacted tax rates expected to apply to taxable income in the year in which the temporary differences are expected to be recovered or settled.
We evaluate the realizability of our deferred tax assets and establish a valuation allowance when it is more likely than not that all or a portion of deferred tax
assets will not be realized. We account for uncertain tax positions using a “more-likely-than-not” threshold for recognizing and resolving uncertain tax
positions. We evaluate uncertain tax positions and consider various factors, including, but not limited to, changes in tax law, the measurement of tax positions
taken or expected to be taken in tax returns, the effective settlement of matters subject to audit, new audit activity and changes in facts or circumstances
related to a tax position.

Foreign Currency Transactions

The functional currency of the Company’s foreign subsidiary is the Euro and, therefore, there are no translation adjustments in the consolidated
financial statements. However, net realized and unrealized gains and losses resulting from foreign currency transactions that are denominated in a currency
other than the Company’s functional currency, the Euro, are included in the statements of income.

Stock-Based Compensation

The Company recognizes stock-based compensation at fair value. Compensation expense for awards that are ultimately expected to vest is recognized
as an expense on a straight-line basis over the requisite service period of the equity compensation award, which is generally the vesting period.

The fair value of the stock options is estimated on the date of grant using a binomial valuation model. The binomial model considers characteristics of
fair value option pricing that are not available under the Black-Scholes model. Similar to the Black-Scholes model, the binomial model takes into account
variables such as volatility, dividend yield rate, and risk free interest rate. The binomial model also considers the contractual term of the option, the
probability that the option will be exercised prior to the end of its contractual life, and the probability of termination or retirement of the option holder in
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computing the value of the option and the exchange rate between the Euro and the U.S. dollar. For these reasons, the Company believes that the binomial
model provides a fair value that is more representative of actual experience and future expected experience than the value calculated using the Black-Scholes
model.

Fair Value of Financial Instruments

The carrying amounts of cash and cash equivalents, short-term deposits, accounts receivable, prepaid expenses, other current assets, accounts payable
and accrued expenses approximate fair values due to the short-term maturities of these instruments.

Earnings per Share

Basic earnings per share is based upon the weighted-average number of common shares outstanding and excludes the effect of dilutive common stock
issuable from stock options. In computing diluted earnings per share, only potential common shares that are dilutive, or those that reduce earnings per share,
are included. The issuance of common stock from stock options is not assumed if the result is anti-dilutive.

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 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.

In March 2013, the FASB issued ASU No. 2013-05, “Parent’s Accounting for the Cumulative Translation Adjustment upon De-recognition 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 de-recognition 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 an impact on our results of operations or financial position.

3. RELATED PARTIES

Historically, the Company had significant relationships with two privately owned Italian companies: F3F S.r.l. (formerly known as FinSirton S.p.A.)
and its wholly-owned subsidiary, Sirton Pharmaceuticals S.p.A. (now Vifarma S.p.A.). F3F S.r.l., the parent company of several businesses, was one of the
Company’s largest shareholders at December 31, 2013, with approximately 16% ownership at that date, and was originally the Company’s sole shareholder.
The Company’s former Chief Executive Officer and Chairperson, Dr. Laura Ferro may be deemed to control F3F S.r.l. In addition, Dr. Ferro previously
served as a member of Sirton’s (now Vifarma’s) board of directors.

Sirton (now Vifarma) was put into liquidation and, on June 28, 2010, was admitted by the Court of Como to a composition with creditors’ proceedings
("concordato preventivo"). The composition with creditors was approved on February 3, 2011. At that time, Sirton’s assets were acquired by a third party, as
approved by the Court of Como. A liquidator has been appointed to manage the liquidation process and the distribution of proceeds received from the sale of
Sirton’s assets to Sirton’s creditors. Although the distribution allocation has not yet been finalized, we understand that the liquidator may propose to satisfy
the amounts due to secured creditors in full, with a payout distribution of 18.26% to all unsecured creditors. Our net exposure to Sirton at the date of the
admission to the composition with creditors was €0.85 million. If the preliminary indication from the liquidator is confirmed, we may collect 18.26% or €0.16
million of the receivables outstanding on the date of the admission to the composition with creditors. In 2012, we received a partial payment of €0.09 million.
In the prior year, due to the uncertainty of the final distribution to creditors from the sales of Sirton’s assets, we established an allowance for doubtful
accounts of €0.85 million, which represents our exposure against Sirton. In 2012, in connection with the partial payment received, we released €0.09 million
of the allowance. As of December 31, 2013, we still maintain an allowance of €0.77 million which represents our exposure against Sirton (now Vifarma).

The Company had a lease agreement with Sirton (now Vifarma) that expired on December 31, 2010, but was renewed for an additional six-year term. In
connection with Sirton’s (now Vifarma’s) liquidation proceeding, the lease agreement with Sirton (now Vifarma), along with the premises to which such lease
pertains, were transferred to an unrelated third party that has also acquired the rights to Sirton’s name and assets.
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On January 1, 2012, we entered into a new commercial lease with F3F S.r.l. The area leased is approximately 4,800 square meters in size and is used for
offices, manufacturing, laboratories and storage facilities. The lease provides for an annual fee of €0.19 million for the initial six-year term, which may be
adjusted annually based on the cost of living index, and, in the event we exercise our six-year renewal option, €0.22 million on an annual basis, subject to cost
of living adjustments.

Expenses under these operating leases for the years ended December 31, 2011, 2012 and 2013 amounted to €0.21 million, €0.20 million and €0.20
million, respectively. See Note 15 for the commitments under these leases.

For the years ended December 31, 2011, 2012 and 2013, the Company had the following transactions with F3F S.r.l. and Sirton (now Vifarma) (in
thousands):

 For the Year Ended December 31,

 2011  2012  2013

Charges from related parties € 222  € 186  € 189

Total € 222 € 186 € 189

In 2012 and 2013, transactions with the new Sirton Pharmaceuticals S.p.A. were not classified as transactions with a related party since the new Sirton
Pharmaceuticals S.p.A. is no longer a related party of the Company given the change of ownership.

The Company is a party to a license and supply agreement with Sigma-Tau Pharmaceuticals, Inc., or Sigma-Tau, pursuant to which the Company has
licensed to Sigma-Tau the rights to commercialize defibrotide for the treatment and prevention of VOD in North America, Central America and South
America, subject to receipt of marketing authorization, if any, in the applicable territory. Sigma-Tau is an affiliate of Sigma-Tau Finanziaria S.p.A. Dr. Marco
Brughera, who holds various senior-level positions within the Sigma-Tau Group, served as a member of our board of directors until January 24, 2014. See
Note 4 for further discussion of our relationship with Sigma-Tau.

In connection with the license and supply agreement, the Company also entered into a cost sharing agreement with Sigma-Tau dated October 12, 2007.
Under the cost sharing agreement, as amended, Sigma-Tau agreed to reimburse the Company 50% of certain costs associated with the development of
defibrotide. Pursuant to the terms of this agreement, between 2007 and 2013, the Company received $11.00 million in reimbursement of research and
development expenses. Furthermore, the Company agreed that $1.00 million in costs reimbursed by Sigma-Tau will be deductible from royalty payments that
the Company is entitled to receive in the future under the license and supply agreement. In 2013, the Company received €1.40 million ($1.80 million) as
reimbursement of research and development expenses and in 2014, Sigma-Tau agreed to reimburse the Company an estimated total of approximately $4.77
million as incurred.

The balance of any reimbursements that we are entitled to receive from Sigma-Tau was classified as accounts receivable from related parties and other
revenues from related parties in the accompanying consolidated financial statements. As of December 31, 2012 and 2013, the Company had the following
balances with F3F S.r.l., Sirton (now Vifarma) and Sigma-Tau (in thousands):

 As of December 31,

 2012  2013

Accounts Receivable – Sirton (now Vifarma) € 765  € 765
Accounts Receivable – Sigma Tau 216  1,541
Allowance for doubtful accounts (765)  (765)

Accounts Receivable, net € 216  € 1,541

    

Accounts Payable Sirton (now Vifarma) € 5  € 5

The accounting policies applied in transactions with our affiliates are consistent with those policies applied in transactions with independent third
parties and all related party agreements are negotiated on an arm’s length basis.

4. COLLABORATIVE ARRANGEMENTS

The Company is a party to a license and supply agreement with Sigma-Tau (as assignee of Sigma-Tau Industrie Farmaceutiche Riunite S.p.A.) dated
December 7, 2001. Under the agreement, Sigma-Tau obtained exclusive rights to distribute, market and sell defibrotide to treat VOD in the United States.
This license expires 8 years after product launch. In 2005, the Company expanded Sigma-Tau’s current license territory to North America, Central America
and South America,
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subject to receipt of marketing authorization, if any, in the applicable territory. In January 2010, the Company amended its existing license and supply
agreement to encompass a license to Sigma-Tau for the intravenous formulation of defibrotide for the prevention of VOD in the Americas and to transfer the
NDA post-approval in the United States. Pursuant to the license and supply agreement, as amended, between 2001 and 2010, the Company received
milestone and other payments in the amount of $11.35 million and is entitled to an additional payment of $6.00 million following regulatory approval from
the FDA to market defibrotide in the United States and a further $2.00 million following the transfer of the approved NDA to Sigma-Tau.

The license and supply agreement also envisages that the Company will produce and supply defibrotide to Sigma-Tau for marketing and distribution in
the United States if and when the drug is approved by the FDA. The Company will be entitled to royalty payments equal to 7% of Sigma-Tau’s net sales of
defibrotide and a supply price equal to the greater of 31% of net sales of defibrotide or €50 (approximately $68) per unit of finished product.

In addition, on October 12, 2007, the Company entered into a cost sharing agreement with Sigma-Tau to address the need for additional funding in
accordance with the original license and supply agreement. Sigma-Tau agreed to reimburse 50% of certain costs associated with the development of
defibrotide. Between 2007 and 2013, the Company received $11.00 million in reimbursement of research and development expenses. In addition, the
Company agreed that $1.00 million in costs reimbursed by Sigma-Tau will be deductible from royalty payments that the Company will be entitled to receive
in the future under the license and supply agreement. In 2013 we received €1.40 million ($1.80 million) as reimbursement of research and development
expenses, and in 2014, Sigma-Tau agreed to reimburse the Company an estimated total of approximately $4.77 million as incurred.  We recognize the
reimbursement of research and development expenses as revenue when we incur the costs subject to reimbursement.

Under the license and supply agreement, if, during the drug development stage, the Company realizes that the activities required to bring the product to
completion will necessitate a material increase in expenditures, the parties will discuss the increased costs and possible revisions to the terms of the
agreement; if the parties are unable to mutually agree on such revisions, either party can terminate the agreement. If the Company or Sigma-Tau terminates
the agreement for that reason, or if the Company unilaterally discontinues the development of defibrotide to treat VOD (after written notice to Sigma-Tau),
and the Company resumes the development of defibrotide within 36 months of the termination, substantially availing itself of the stages previously
completed, either independently or with a third party, the Company will be required to promptly reimburse Sigma-Tau for the amounts received previously for
development expenses.

The following table outlines the nature and amount of other revenue recognized in the accompanying consolidated statements of income (in thousands):

 For the Year Ended December 31,

 2011  2012  2013

Research and development cost reimbursement € 323  € 1,257  € 2,563
Upfront payments recognized ratably 1,703  —  —
Other revenues from F3F S.r.l. —  —  39

Total € 2,026 € 1,257 € 2,602

5. INVENTORIES

Inventories consisted of following (in thousands):

 As of December 31,

 2012  2013

Raw materials € 332  € 521
Work in process 236  764
Finished goods 1,422  1,163

Total € 1,990 € 2,448

At December 31, 2012 and 2013, the reserves for obsolescence were €0.33 million and €0.37 million, respectively. The increase from 2012 is mainly
due to the utilization of a reserve for €0.19 million in connection with the destruction of inventories that were written off in the prior year together with the
establishment of a reserve of €0.23 million for APIs which did not pass our quality standards.
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Prior to signing the named patient and expanded access program agreements, all costs associated with the production of defibrotide were expensed as
research and development expenses. As of December 31, 2012 and 2013, inventory included €0.74 million and €0.49 million, respectively, for defibrotide
commercial batches classified as finished goods, which are expected to be sold through the named patient and expanded access programs.

6. PREPAID EXPENSES AND OTHER CURRENT ASSETS

Prepaid expenses and other current assets consisted of the following (in thousands):

 As of December 31,

 2012  2013

VAT receivables € 174  € 833
Tax receivables 645  69
Other prepaid expenses and current assets 609  866

Total prepaid expenses and current assets € 1,428 € 1,768

Value added tax, or VAT, receivables represent the tax on the value of consumption. VAT has no effect on the Company’s operating results, as payments
and receipts are allowed to be netted against each other in periodic filings with the tax authorities. The VAT payment system is a “custodial” relationship. VAT
liabilities are generated when the Company invoices selected customers, including the VAT amount, and VAT receivables are created when the Company
purchases goods and services subject to VAT. The increase in VAT receivables is due to the following: i) utilization of €0.14 million to offset the payment of
an equivalent amount of social charges and withholding taxes, ii) the reimbursement of €0.04 million, and iii) an increase in VAT receivables of €0.83 million,
of which €0.37 million may be claimed back to offset an equivalent amount of social security charges and withholding taxes and €0.46 million relates to VAT
receivables from German tax authorities on intercompany purchases.

Tax receivables relate to tax advance payments or withholding tax. We recorded tax receivables of €0.65 million and €0.07 million for the years ended
December 31, 2012 and 2013, respectively. The decrease is attributable to: (i) the utilization of €0.38 million to offset the payment of an equivalent amount of
social charges and other corporate taxes, (ii) the allocation of a tax credit of €0.24 million to offset estimated 2013 tax liabilities, and (iii) an increase of €0.04
million in tax credits matured in withholding interest which can be used to offset future taxable income.

Other prepaid expenses and current assets primarily relate to advances to vendors and prepaid premiums to insurance companies.

7. PROPERTY, MANUFACTURING FACILITY AND EQUIPMENT

 Property, manufacturing facility and equipment are recorded at historical cost, net of accumulated depreciation. Property, manufacturing facility and
equipment consisted of the following (in thousands):

 As of December 31,

 2012  2013

 Cost  
Accumulated
Depreciation  

Net book
value  Cost  

Accumulated
Depreciation  

Net book
value

Land and building € 2,686  € 1,559  € 1,127  € 2,851  € 1,644  € 1,207
Plant and machinery 15,553  11,352  4,201  16,143  12,329  3,814
Industrial equipment 1,765  1,248  517  1,798  1,367  431
Furniture and fixtures 883  571  312  937  628  309
Leasehold improvements 1,310  553  757  1,321  725  596
Internally developed software 750  300  450  765  351  414
Construction in progress 85  —  85  810  —  810

 € 23,032 € 15,583 € 7,449 € 24,625 € 17,044 € 7,581
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As of December 31, 2012 and 2013, property, manufacturing facility and equipment included €0.46 million attributed to laboratory instruments
acquired under capital lease arrangements. The related accumulated depreciation at December 31, 2012 and 2013 was €0.28 million and €0.32 million,
respectively.

8. FAIR VALUE MEASUREMENT

Fair values determined on the basis of Level 1 inputs utilize quoted prices (unadjusted) in active markets for identical assets or liabilities. The
Company’s Level 1 assets consist of cash and cash equivalents and short term deposits. Fair values determined on the basis of Level 2 inputs utilize
observable quoted prices for similar assets and liabilities in active markets and observable quoted prices for identical or similar assets in markets that are not
very active. Fair values determined on the basis of Level 3 inputs utilize unobservable inputs and include valuations of assets or liabilities for which there is
little, if any, market activity. Level 3 assets or liabilities include those for which fair value measurements are determined using pricing models, discounted
cash flow methodologies or similar valuation techniques, as well as significant management judgment or estimation.

The table below presents information on assets measured at fair value on a recurring basis at December 31, 2012 and 2013, and includes the valuation
techniques the Company utilizes to determine such fair value (in thousands):

    Fair Value Measurements at December 31, 2013 using

  
Total Carrying

 Value at
 December 31, 2013  

Quoted prices in
 active markets

 (Level 1)  

Significant other
 observable

 inputs
 (Level 2)  

Significant
 unobservable

 inputs
 (Level 3)

Cash and cash equivalents  € 22,038  € 22,038  € —  € —
Short-term deposit  4,000  4,000     

Total  € 26,038 € 26,038 € — € —
 

    Fair Value Measurements at December 31, 2012 using

  
Total Carrying

 Value at
 December 31, 2012  

Quoted prices in
 active markets

 (Level 1)  

Significant other
 observable

 inputs
 (Level 2)  

Significant
 unobservable

 inputs
 (Level 3)

Cash and cash equivalents  € 12,485  € 12,485  € —  € —

Total  € 12,485 € 12,485  € —  € —

9. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Accrued expenses and other current liabilities consisted of the following (in thousands):

 As of December 31,

 2012  2013

Accrued compensation and employee benefits € 1,176  € 1,284
VAT payables —  1,052
Due to social security 326  715
Withholding tax due 162  534
Other payables 64  99

Total € 1,728 € 3,684

Accrued compensation and employee benefits include bonuses, salaries, vacation and deferred compensation due to employees, directors and
management. VAT payables refer to amounts due to the German tax authorities on intercompany sales made by Gentium S.p.A.
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10. CREDIT FACILITIES AND LONG-TERM DEBT 

Long term debt, net of current maturities consisted of the following (in thousands):

 As of December 31,

 2012  2013

Mortgage loan bearing interest at the Euribor 6 month rate plus 1.0% due June 2018 (1.32% and 1.39% at
December 31, 2012 and 2013, respectively)

€ 1,320  € 1,080
Equipment loan bearing interest at the Euribor 3 months rate plus 1.20% due June 2013 (1.39% and 1.49%
at December 31, 2012 and 2013, respectively) 62  —
Financing loan bearing interest at the Euribor 1 months rate plus 1.00% due June 2014 (1.11% and 1.22% at
December 31, 2012 and 2013, respectively) 84  29
Equipment loan bearing interest at the Euribor 3 months rate plus 1.00% due June 2014 (1.19% and 1.29%
at December 31, 2012 and 2013, respectively) 39  14
Financing loan bearing interest at the Euribor 3 months rate plus 0.80% due June 2014 (0.99% and 1.09% at
December 31, 2012 and 2013, respectively) 39  13
Financing loan bearing interest at the Euribor 3 months rate plus 1.25% due January 2021 (5.75% at
December 31, 2013) —  600
 1,544 1,736
Less current maturities (409)  (350)

Total € 1,135 € 1,386

 On November 11, 2013, we obtained a loan in the amount of €0.60 million from Banca Popolare di Sondrio for the acquisition and installation of
manufacturing equipment, bearing interest at the three-month Euribor rate plus 1.25%. Principal and interest are due in quarterly installments beginning on
April 30, 2014. At December 31, 2013, the principal amount outstanding under this loan was €0.60 million.

The maturities of long-term debt outstanding as of December 31, 2013 were as follows (in thousands):

Year ending December 31,  
Scheduled Long-

term Debt
Maturities

2015  € 316
2016  320
2017  324
2018  209
Thereafter  217

Total  € 1,386

11. INCOME TAXES 

The components of income before the income tax provision/(benefit) were as follows (in thousands):

 For the Year Ended December 31,

 2011  2012  2013

Domestic € 4,655  € 3,969  € 7,855
Foreign (1,134)  (3,169)  (476)

Total € 3,521  € 800  € 7,379
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The following table sets forth the details of the income tax provision/(benefit) (in thousands):

 For the Year Ended December 31,

 2011  2012  2013

Current      
 Domestic € 677  € 15  € 613
 Foreign 134  11  —
  Total current income tax 811 26 613
      

Deferred      
 Domestic income tax (benefit) —  —  (17,863)
 Domestic income tax provision —  —  28
 Foreign —  —  —
  Total deferred income tax (benefit) —  —  (17,835)

Total income tax provision/(benefit) € 811 € 26 € (17,222)

Current income tax provision represents amounts due to Italian tax authorities in payment of the Italian Regional Tax on Productive Activities, or
IRAP, and the Italian corporate tax, or IRES.

A reconciliation of income taxes computed at the Italian statutory income tax rate to our effective income tax rate was as follows (in thousands):

 For the Year Ended December 31,

 2011  2012  2013

Statutory income tax rate 27.5%  27.5%  27.5 %

      

Income tax provision at statutory rate € 968  € 220  € 2,029
Movement in valuation allowance (1,252)  (1,205)  (20,664)
Effect on Swiss tax rate 140  383  521
Italian regional tax  - IRAP 380  107  345
Swiss minimum tax 134  11  —
Stock options 458  527  499
Permanent differences from tax calculation (17)  (23)  48
True-up previous years in deferred tax asset calculation —  6  —

Total income tax provision/(benefit) € 811  € 26  € (17,222)

Effective income tax rate 23.0%  3.3%  (233.4)%

F-17



GENTIUM S.p.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Significant components of our net deferred tax assets/(liabilities) were as follows (in thousands): 

 As of December 31,

 2012  2013

Deferred tax assets:    
Net operating losses € 14,183  € 12,620
Capitalization of R&D costs 5,320  3,801
Property, manufacturing facility and equipment 344  261
Write down of intangible assets 1,086  1,501
Allowance on doubtful accounts 15  —
Inventory write-off 192  117
Other 22  61

Total deferred tax assets 21,162  18,361
Valuation allowance (21,162)  (498)
Net deferred tax assets —  17,863

Deferred tax liabilities —  (28)

Net deferred tax assets € —  € 17,835

The gross domestic NOLs amounted to approximately €49.17 million and €44.07 million as of December 31, 2012 and 2013, respectively. Under Italian
tax law NOLs cannot be carried back. Tax losses can be carried forward indefinitely; however such tax losses can only be used to offset a maximum of 80%
of taxable income for each tax year. The Company’s only foreign subsidiary, Gentium GmbH, was incorporated in Switzerland in 2011. This entity generated
losses for the years ended December 31, 2011 and 2012 and taxable income for 2013 against which we utilized existing NOLs. The gross foreign NOLs
amounted to approximately €4.30 million and €3.32 million as of December 31, 2012 and 2013, respectively. According to Swiss tax law, these NOLs can be
carried forward for seven years and will begin to expire in 2018.

Valuation allowances require an assessment of both positive and negative evidence when determining whether it is more likely than not that deferred tax
assets are recoverable. Such assessment is made on a jurisdiction by jurisdiction basis. The Company’s assessment included an evaluation of cumulative
income in recent years, future sources of taxable income, exclusive of reversing temporary differences, and risks and uncertainties related to our business. As
of December 31, 2013 the Company has determined that it is more likely than not that the domestic deferred tax assets will be recoverable and the related
valuation allowance is no longer needed. The Company has determined that it is more likely than not that the Company will not realize the benefits of the
foreign deferred tax assets. Accordingly, the Company continues to maintain a full valuation allowance on the Company’s foreign deferred tax assets until
sufficient positive evidence exists to support reversal.

As of December 31, 2012 and 2013, the Company had no uncertain tax positions and, therefore, had no accrued interest or penalties related to such
uncertain tax positions. There are no changes expected to occur in the next 12 months with respect to the status of the Company’s uncertain tax positions.

The fiscal years 2008 through 2013 in respect of Gentium S.p.A are still subject to income tax examination. The fiscal years 2011 through 2013 in
respect of Gentium GmbH are still subject to income tax examination.

12. SHAREHOLDERS’ EQUITY

The Company had 15,038,483 and 15,555,131 ordinary shares, each of no par value, issued and outstanding as of December 31, 2012 and 2013,
respectively. As of December 31, 2013, the total number of authorized shares was 19,656,317.

Authorized capital consisted of the following:

 As of December 31,

 2012  2013

Issued and outstanding 15,038,483  15,555,131
Reserved for stock option plans 4,617,834  4,101,186

Total 19,656,317  19,656,317
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On April 28, 2006, our shareholders approved an amendment to our bylaws, which granted certain powers to our board of directors, pursuant to the
provisions of Articles 2443 and 2420, part 3 of the Italian Civil Code, including the power to increase the capital of the Company in cash, up to €90.00
million of par value, in one or more transactions, and to issue convertible bonds (including subordinated) and increase the capital of the Company, in one or
more transactions, up to €10.00 million of par value, through the issuance of ordinary shares reserved for the conversion of such convertible bonds, and in
both cases also with the faculty to issue warrants by means of the same resolution of the board of directors providing for the relevant capital increase and in
each case, exclude or limit the option right of the shareholders if the board of directors determines that exclusion or limitation to be in the interest of the
Company. Such delegation of powers expired after five years. On May 9, 2011, our shareholders renewed this resolution for additional five years starting
from the date of the resolution of the 2011 Extraordinary Shareholders’ meeting approving the amendment. As of December 31, 2013, our board of directors
has approved the issuance of 4,549,435 ordinary shares in connection with this resolution by our shareholders.

On June 30, 2009, our shareholders approved an amendment to our bylaws, which granted certain powers to our board of directors, pursuant to article
2443 of the Italian Civil Code, including the power to increase the capital of our company in cash, up to an amount equal to €100.00 million, on a separable
basis, in one or more transactions, for the purpose of a rights offering with the faculty to reserve all or part of such amount for the exercise of warrants issued
by means of the same resolution of our board of directors providing for the relevant capital increase and with the faculty to reserve 1/4 of any such capital
increase to employees under the Company’s equity incentive plans in effect from time to time, and the power to cancel the par value of the ordinary shares of
the Company, which was completed on June 30, 2009. As of December 31, 2013, our board of directors has not approved the issuance of any shares pursuant
to this resolution by our shareholders.

13. EQUITY INCENTIVE PLANS 

The Company currently has two option plans in place: an Amended and Restated 2004 Equity Incentive Plan, which includes an Amended and Restated
2004 Italy Stock Award Sub-Plan, and a 2007 Stock Option Plan (collectively, the “Plans”).

Amended and Restated 2004 Equity Incentive Plan

Certain of the Company’s employees and directors participate in the Amended and Restated 2004 Equity Incentive Plan and Italy Stock Award Sub-
Plan. These plans were initially adopted on September 30, 2004 and amended on April 27, 2007. The plans provide for the issue of incentives awards for up
1,500,000 ordinary shares to employees, consultants, directors, and non-employee directors. Awards may be in the form of either incentive or non-qualified.
Our compensation committee determines the price of share options granted under the incentive plan, with the provision that the exercise price for an incentive
share option cannot be less than 100% of the fair market value of our ordinary shares on the date of grant. The term of share options granted under the
incentive plan generally may not exceed ten years, although the shareholders’ authorization for a capital increase relating to the ordinary shares issuable upon
exercise of such options expires on September 30, 2019. As of December 31, 2013, there were 806,356 shares underlying outstanding options and 507,739
shares available for future grants under this plan. Shares subject to options that have expired or have otherwise terminated without being exercised in full
become available again for issuance under the plan.

Options granted under the incentive plan vest at the rate determined by our compensation committee. Typically, options granted under the incentive plan
to officers and employees vest over three years, with one-third of the shares covered by the option vesting on the first anniversary of the grant date and the
remainder vesting monthly over the next two years.

2004 Italy Stock Award Sub-Plan

Our Amended and Restated 2004 Italy Stock Award Sub-Plan is a part of our Amended and Restated 2004 Equity Incentive Plan and provides for the
grant of share options and the issuance of share grants to certain of our employees who reside in the Republic of Italy and who are liable for income tax in the
Republic of Italy. Generally, the exercise price for a share option under the Italy sub-plan cannot be lower than the average of the closing price of our ordinary
shares as listed on NASDAQ over the 30 days preceding the date of grant.

Amended 2007 Stock Option Plan

On April 27, 2007, the Company’s shareholders approved the 2007 Stock Option Plan providing for options that may be granted to the Company’s
directors, employees and consultants to purchase up to 3,200,000 ordinary shares. As of December 31, 2013, there were 1,385,849 ordinary shares underlying
outstanding options and 1,401,242 shares available for future grants under this plan. Shares subject to options that have expired or have otherwise terminated
without being exercised in full become available again for issuance under the plan.
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The 2007 Stock Option Plan is administered by our board of directors or a committee appointed by our board of directors. The board or the committee
determines recipients and types of options to be granted, including the number of shares subject to an option, the vesting schedule of options, the
exercisability of options and, subject to applicable restrictions, other terms of the options. The board of directors has delegated responsibility for
administration of the 2007 Stock Option Plan to the compensation committee.

The term of share options granted under the 2007 Stock Option Plan generally may not exceed the earlier of ten years or March 26, 2022. Our
compensation committee determines the price of share options granted under the 2007 Stock Option Plan, subject to certain limitations.

Options granted under the 2007 Stock Option Plan vest at the rate determined by our compensation committee. Typically, options granted to employees
under the 2007 Stock Option Plan vest over three years, with one-third of the shares covered by the option vesting on the first anniversary of the grant date
and the remainder vesting monthly over the next two years.

The board of directors may amend the 2007 Stock Option Plan at any time. Amendments will be submitted for shareholder approval to the extent
required under applicable laws, rules and regulations. The 2007 Stock Option Plan will terminate on March 26, 2022 unless earlier terminated by the board of
directors or a committee appointed by the board of directors.

The following table lists the balances available under the Plans at December 31, 2013.

 
Amended and

Restated Nonstatutory
Plan and Agreement  

Amended and
Restated 2004

Equity Incentive Plan  
2007 Stock

Option Plan

Number of shares authorized 60,000  1,500,000  3,200,000
Number of option granted since inception 60,000  2,568,400  2,176,578
Number of options exercised (60,000)  (245,905)  (412,909)
Number of options canceled/expired —  (1,516,139)  (377,820)
Number of shares available for future grant —  507,739  1,401,242

Stock-based compensation expenses are measured at the grant date on the basis of fair value of the award ultimately expected to vest and recognized as
expenses over the service period, which is generally the vesting period. The Company recorded non-cash compensation as follows (in thousands):

 For the Year Ended December 31,

 2011  2012  2013

Cost of goods sold € 39  € 46  € 48
Research and development 157  120  201
Selling, general and administrative 1,470  1,750  1,567

Total stock-based compensation € 1,666 € 1,916 € 1,816

The weighted-average grant date fair market values of options granted to officers, employees and directors in the years ended December 31, 2011,
December 31, 2012 and December 31, 2013 were $5.81, $5.64 and $5.28. The valuation of options granted was based on the following weighted-average
assumptions:

  For the Year Ended December 31,

 2011  2012  2013

Risk free interest rate 3.19%  2.10%  1.80%
Expected dividend yield —%  —%  —%
Expected stock price volatility 92.82%  93.55%  88.32%
Expected term (in years) 5.44  5.71  6.88

The fair value of the stock options is estimated on the date of grant using a binomial valuation model. The binomial model accounts for volatility in the
price of the Company’s stock, the risk-free interest rate, the estimated life of the option, the closing market price of the Company’s stock and the exercise
price of the stock. Some of these inputs are highly subjective assumptions which can vary over time. In order to determine the expected volatility, the
Company analyzed available information, including past experience of a group of stocks in the industry having similar traits. The risk-free rate for the
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expected term of the option is based on the U.S. Treasury yield curve in effect at the time of grant. The Company assumed that no dividends would be paid
during the expected term of the options.

All of the Company’s stock options vest ratably through continued employment over the vesting period. Once vested, options become exercisable
immediately. Stock-based compensation expenses recognized in the statements of income are based on awards ultimately expected to vest, reduced for
estimated forfeitures. Based on historical data, the pre-vesting forfeiture percentage was estimated to be approximately zero. If pre-vesting forfeitures occur in
the future, the Company will record the effect of such forfeitures as they occur.

The Company expects to incur significant non-cash compensation expenses for option grants in the future. As of December 31, 2013, compensation
costs not yet recognized totaled €1.37 million. All outstanding and unvested stock options became fully vested on consummation of the tender offer.

A summary of the Company’s stock option activity based on the exchange rate in effect at the grant date is as follows:

 
Shares Available

for Grant  
Shares Subject to

Outstanding
Options  

Weighted-Average Exercise
Price  

Weighted-
Average

Remaining
Contractual
Term (Years)

Options outstanding at December 31, 2010 476,359  2,023,641  € 4.83  $ 6.70  7.35
Available under revised stock option plan 2,200,000  —  —  —   
Granted (657,300)  657,300  € 5.81  $ 8.54   
Exercised (12,833)  (12,833)  € 6.65  $ 7.97   
Cancellations 482,865  (470,033)  € 7.57  $ 9.66   
Options outstanding at December 31, 2011 2,489,091  2,198,075  € 4.53  $ 6.61  4.28
Granted (161,500)  161,500  € 6.90  $ 9.02   
Exercised (69,333)  (69,333)  € 4.48  $ 5.30   
Cancellations 98,358  (29,025)  € 4.77  $ 6.50   
Options outstanding at December 31, 2012 2,356,616  2,261,217  € 4.70  $ 6.82  4.32
Granted (629,000)  629,000  € 7.13  $ 9.09   
Exercised (516,648)  (516,648)  € 4.38  $ 5.86   
Cancellations 698,013  (181,364)  € 7.04  $ 8.79   

Options outstanding at December 31, 2013 1,908,981  2,192,205  € 5.28  $ 7.63  4.17

Exercisable at December 31, 2013   1,686,261  € 5.26  $ 7.25  4.17
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Cash received for exercised stock options amounted to €0.08 million, €0.28 million and €2.45 million in the years ended December 31, 2011, 2012 and
2013, respectively. The intrinsic values of options exercised in 2011, 2012 and 2013 were $0.01 million, $0.32 million and $9.00 million, respectively. The
total fair values of options vested during 2011, 2012 and 2013 were $3.50 million, $7.47 million and $7.37 million, respectively.

    Options Outstanding  Options Exercisable

Range of Exercise Prices  
Number of Options

Outstanding  

Weighted-
Average Years
Remaining on

Contractual Life  
Weighted-

Average Exercise
Price  

Number of Options
Exercisable  

Weighted-
Average
Exercise

Price

$ 4.57 - $5.00  746,500  5.35 - 6.33  $ 4.57 - $5.00  746,500  $ 4.57 - $5.00
$ 5.49 - $6.00  105,000  6.92 - 7.87  $ 5.49 - $6.00  96,250  $ 5.49 - $6.00
$ 6.06 - $7.08  70,884  7.86 - 1.82  $ 6.06 - $7.08  44,342  $ 6.06 - $7.08
$ 8.04 - $8.47  127,257  8.36 - 8.23  $ 8.04 - $8.47  84,830  $ 8.04 - $8.47
$ 8.77 - $8.85  183,594  8.55  7.57  $ 8.77 - $8.85  63,136  $ 8.77  $8.85
$ 8.88 - $9.00  420,000  8.15 - 1.50  $ 8.88 - $9.00  173,472  $ 8.88 - $9.00
$ 9.20 - $9.26  301,862  8.16 - 7.16  $ 9.20 - $9.26  277,012  $ 9.20 - $9.26
$ 9.30 - $9.91  126,000  8.36 - 7.35  $ 9.30 - $9.91  126,000  $ 9.30 - $9.91
$ 13.98 - $16.52  47,108  4.00  3.85  $ 13.98 - $16.52  47,108  $ 13.98 - $16.52
$ 18.95 - $19.33  64,000  3.23 - 8.69  $ 18.95 - $19.33  27,611  $ 18.95 - $19.33

    2,192,205          1,686,261     
 

At December 31, 2013 the aggregate intrinsic value of the outstanding options and exercisable options were $108.21 million and $84.06 million,
respectively.

14. EARNINGS PER SHARE

The computation of basic earnings per share, or EPS, is based upon the weighted-average of our ordinary shares outstanding. The computation of
diluted EPS is based upon the weighted-average of our ordinary shares and the dilutive potential of ordinary shares outstanding. Dilutive potential of ordinary
shares outstanding refers to the impact of ordinary equivalent shares resulting from the assumed exercise of stock options under the treasury stock method.

The computation for basic and diluted EPS was as follows (in thousands, except share and per share data):

 For the Year Ended December 31

 2011  2012  2013

Income (numerator):      
Net income for basic and diluted EPS € 2,710  € 774  24,601
      

Shares (denominator):      
Weighted-average shares for basic EPS 14,964,021  15,014,411  15,261,799
Effect of dilutive securities 376,838  625,479  1,340,944

Weighted-average shares for diluted EPS 15,340,859  15,639,890  16,602,743

      

Basic EPS € 0.18  € 0.05  € 1.61

Diluted EPS € 0.18  € 0.05  € 1.48

For the years ended December 31, 2011, 2012 and 2013, there were employee stock options, calculated on a weighted-average basis, to purchase
644,146, 236,296 and nil shares, respectively, of our common stock, with exercise prices greater than the average market prices of our common stock for
these periods, which are not included in the computation of diluted EPS as their impact would have been anti-dilutive.
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15. COMMITMENTS AND CONTINGENCIES

Future non-cancelable minimum lease payments under operating leases as of December 31, 2013 are (in thousands): 

Year ending December 31,  Lease Payments

2014  € 375
2015  185
2016  185
2017  185
2018  —

Total  € 930

As of December 31, 2013, in addition, we had €7.04 million in future payables under outstanding contracts of which €5.86 million is due within one
year. Most of these contracts are on a cost plus or actual cost basis.

See Note 17 entitled “Subsequent Event” for a summary of a shareholder litigation matter. 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.

16. INFORMATION REGARDING GEOGRAPHICAL AREA AND MAJOR CUSTOMERS 

For the years ended December 31, 2011, 2012 and 2013, total product sales by geographic territory and customer were as follows (amounts in
thousands):

 For the Year Ended December 31,

 2011  2012  2013

UK € 12,155  56%  € 13,290  48%  € 21,453  54%
Korea 3,402  16  3,455  13  4,951  12
Spain 1,137  5  2,054  7  2,955  7
Turkey 917  4  2,671  10  2,850  7
United States 2,622  12  2,226  8  2,645  7
Australia 840  4  1,344  5  1,922  5
Sweden —  —  997  4  1,747  5
Italy 599  3  769  3  382  1
Israel 62  —  152  1  76  —
Other —  —  672  1  844  2

Total € 21,734  100%  € 27,630  100%  € 39,825  100%
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 For the Year Ended December 31,  
 2011  2012  2013

Customer A € 12,099  56%  € 13,062  47%  € 21,196  53%
Customer B 3,112  14  3,154  11  4,640  12
Customer C 917  4  2,671  10  2,850  7
Customer D 2,622  12  2,226  8  2,645  7
Customer E 840  4  1,343  5  1,922  5
Customer F —  —  1,132  4  1,841  5
Customer G —  —  997  4  1,747  4
Customer H 1,137  5  923  3  1,114  3
Customer I —  —  637  2  617  2
Customer J 599  3  471  2  382  1
Other Customers 408  2  1,014  4  871  1

Total € 21,734  100%  € 27,630  100%  € 39,825  100%

17. SUBSEQUENT EVENT

On December 19, 2013, we entered into a definitive tender offer agreement with Jazz and Jazz Italy, pursuant to which Jazz Italy made an offer to
purchase all our outstanding ordinary shares and ADSs, each representing one ordinary share, at a purchase price of $57.00 per ordinary share and per ADS
(without duplication for ordinary shares underlying ADSs). On February 21, 2014, Jazz Italy completed its tender offer, having acquired approximately 98
percent of our combined ordinary shares and ADSs. Jazz is now our indirect majority shareholder. We filed a Notice of Voluntary Delisting with The
NASDAQ Stock Market on March 5, 2014, and trading in our ADSs on NASDAQ was suspended on March 7, 2014. See Note 1 entitled “Business and Basis
of Presentation” for related discussion.

As a result of the closing of the tender offer, we incurred approximately €39 million in transaction-related expenses, including €18 million in investment
banker fees and €11 million in payments to selected employees. In addition, under certain circumstances, selected employees of Gentium S.p.A. and its
subsidiary Gentium GmbH are entitled to a change of control bonus of approximately €5 million, which may become due in the third and fourth quarters of
2014.

As of February 17, 2014, all outstanding option awards had been exercised and all ordinary shares issued upon such exercise had been subsequently
tendered pursuant to the tender offer. Proceeds from exercise of stock options amount to approximately €13.00 million. In addition, all of our stock-based
compensation plans and our 401(k) saving plan have been terminated.

In January 2014, we became aware of a purported class action lawsuit filed in the Southern District of New York in connection with the tender offer.
The lawsuit, captioned Xavion Jyles, Individually and on Behalf of All Others Similarly Situated v. Gentium S.P.A. et al., names us, each of our directors, Jazz
and Jazz Italy as defendants. The lawsuit alleges, among other things, that our directors breached their fiduciary duties to our shareholders in connection with
the tender offer agreement that we entered into with the Jazz entities valuing our ordinary shares and ADSs at $57.00 per share, and that the Jazz entities
violated Sections 14(e) and 20(a) of the Exchange Act, by allegedly overseeing our preparation of an allegedly false and misleading Section 14D-9
Solicitation/Recommendation Statement. The lawsuit seeks, among other relief, class action status, rescission, and unspecified costs, attorneys’ fees and other
expenses. We cannot predict the timing or outcome of this matter.
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Exhibit 99.2

JAZZ PHARMACEUTICALS PUBLIC LIMITED COMPANY
UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS

On December 19, 2013, Jazz Pharmaceuticals Public Limited Company (“Jazz Pharmaceuticals”) and Jazz Pharmaceuticals Italy S.p.A. ("Jazz Italy"), a
wholly owned subsidiary of Jazz Pharmaceuticals (collectively with Jazz Pharmaceuticals, referred to as “Jazz” or the “Company”), entered into a Tender
Offer Agreement with Gentium S.p.A (“Gentium”) to acquire a majority stake in the outstanding ordinary shares and American Depositary Shares (“ADSs”)
(collectively the “shares”) of Gentium for cash (the “Tender Offer”). On January 22, 2014, Jazz Italy acquired 12,244,156 ordinary shares and ADSs
representing approximately 69% of Gentium’s outstanding ordinary shares and ADSs on a fully diluted basis. On February 21, 2014, following a subsequent
offering period under the Tender Offer, Jazz Italy acquired additional shares, resulting in an aggregate 17,427,624 shares acquired or approximately 98% of
the outstanding shares on a fully diluted basis. The consideration paid by Jazz Italy was $57.00 per share for a total consideration of $993.4 million in the
initial and subsequent offering periods (together, the “Acquisition”).

The unaudited pro forma condensed combined balance sheet at December 31, 2013 gives effect to the Acquisition as if it had occurred on December 31,
2013. The unaudited pro forma condensed combined statement of income for the year ended December 31, 2013 is presented as if the Acquisition occurred
on January 1, 2013. The unaudited pro forma condensed combined financial statements presented herein are based on the historical financial statements of
Jazz Pharmaceuticals and Gentium using the acquisition method of accounting and applying the assumptions and adjustments described in the accompanying
notes.

The Jazz Pharmaceuticals consolidated balance sheet and statement of income information as of and for the year ended December 31, 2013 was derived
from its audited consolidated financial statements for the year ended December 31, 2013 included in the Annual Report on Form 10-K for the year ended
December 31, 2013, filed by Jazz Pharmaceuticals with the Securities and Exchange Commission (the “Jazz 10-K”).

The Gentium consolidated balance sheet and statement of income information as of and for the year ended December 31, 2013 was derived from its
audited consolidated financial statements for the year ended December 31, 2013 included in Exhibit 99.1 to the current report on Form 8-K/A (the “Gentium
Financial Statements”) to which these unaudited pro forma condensed combined financial statements are attached as Exhibit 99.2.

The unaudited pro forma condensed combined financial statements do not give effect to the potential impact of current financial conditions, regulatory
matters, operating efficiencies or other savings or expenses that may be associated with the Acquisition. The unaudited pro forma condensed combined
financial statements also do not include any future integration costs. The unaudited pro forma condensed combined financial statements have been prepared
for illustrative purposes only and are not necessarily indicative of the financial position or results of operations in future periods or the results that actually
would have been realized had Jazz and Gentium been a combined company during the specified periods. The unaudited pro forma condensed combined
financial statements, including the notes thereto, should be read in conjunction with the historical audited consolidated financial statements of Jazz
Pharmaceuticals as of and for the year ended December 31, 2013 included in the Jazz 10-K and the historical audited consolidated financial statements of
Gentium as of and for the year ended December 31, 2013 included in the Gentium Financial Statements.
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Unaudited Pro Forma Condensed Combined Balance Sheet
As of December 31, 2013

(in thousands)

 
Historical

Jazz  
Historical
Gentium   

Pro Forma 
Adjustments  Notes  

Jazz 
Unaudited 
Pro Forma 
Combined  

ASSETS          

Current assets:          
Cash and cash equivalents $ 636,504  $ 30,342  $ 635,821  (A)  $ 326,405

     (976,262)  (B)   
Short-term deposit —  5,507  —    5,507
Accounts receivable, net 124,805  13,144  —    137,949
Inventories 28,669  3,370  10,223  (C)  42,262
Prepaid expenses 7,183  2,434  (1,490)  (D)  8,127
Deferred tax assets, net 33,613  3,496  —    37,109
Other current assets 33,843  —  1,490  (D)  35,333

Total current assets 864,617  58,293  (330,218)    592,692
Property and equipment, net 14,246  10,438  —    24,684
Intangible assets, net 812,396  —  960,350  (E)  1,772,746
Goodwill 450,456  —  306,729  (F)  757,185
Deferred tax assets, net, non-current 74,597  21,098  1,290  (G)  96,985
Deferred financing costs 14,605  —  12,429  (A)  27,034
Other non-current assets 7,304  311  (56)  (H)  7,739
     180  (I)   

Total assets $ 2,238,221  $ 90,140  $ 950,704    $ 3,279,065

LIABILITIES AND SHAREHOLDERS’ EQUITY          

Current liabilities:          
Accounts payable $ 21,005  $ 13,691  $ —    $ 34,696
Accrued liabilities 119,718  5,072  1,639  (J)  184,061

     16,543  (K)   
     41,089  (L)   

Current portion of long-term debt 5,572  482  3,500  (A)  9,554
Income taxes payable 336  509  —    845
Contingent consideration 50,000  —  —    50,000
Deferred tax liability, net 6,259  —  —    6,259
Deferred revenue 1,138  15  —    1,153

Total current liabilities 204,028  19,769  62,771    286,568
Deferred revenue, non-current 5,718  —  —    5,718
Long-term debt, less current portion 544,404  1,908  644,750  (A)  1,191,062
Deferred tax liability, net, non-current 168,497  39  304,750  (M)  473,286
Other non-current liabilities 20,040  664  160  (K)  20,864

Shareholders’ equity:          
Ordinary shares 6  160,653  (160,653)  (N)  6
Non-voting euro deferred shares 55  —  —    55
Capital redemption reserve 471  —  —    471
Additional paid-in capital 1,220,317  —  —    1,220,317
Accumulated other comprehensive income 56,153  —  —    56,153
Retained earnings (accumulated deficit) 18,532  (92,893)  92,893  (N)  6,770

     (1,639)  (J)   
     (10,123)  (L)   

Non-controlling interests —  —  17,795  (B)  17,795
Total shareholders’ equity 1,295,534  67,760  (61,727)    1,301,567
Total liabilities and shareholders’ equity $ 2,238,221  $ 90,140  $ 950,704    $ 3,279,065

See accompanying notes to the unaudited pro forma condensed combined financial statements. 
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Unaudited Pro Forma Condensed Combined Statement of Income
For the year ended December 31, 2013

(in thousands, except per share amounts)

 
Historical

Jazz  
Historical
Gentium   

Pro Forma 
Adjustments  Notes  

Jazz 
Unaudited 
Pro Forma 
Combined  

Revenues:          
Product sales, net $ 865,398  $ 52,892  $ —    $ 918,290
Royalties and contract revenues 7,025  —  —    7,025
Other revenue —  4,106  (4,106)  (D)  —

Total revenues 872,423  56,998  (4,106)    925,315
Operating expenses:          

Cost of product sales (excluding amortization of acquired
developed technologies) 102,146  8,042  —    110,188

Selling, general and administrative 304,303  17,110  795  (D)  317,452
     (4,756)  (O)   

Research and development 46,620  20,814  (2,881)  (D)  64,553
Intangible asset amortization 79,042  —  48,944  (P)  127,986
Depreciation and amortization —  1,369  (1,369)  (D)  —
Charges from related parties —  251  (251)  (D)  —

Total operating expenses 532,111  47,586  40,482    620,179
Income from operations 340,312  9,412  (44,588)    305,136

Other income —  —  400  (D)  400
Interest income (expense), net (26,916)  315  (22,545)  (Q)  (49,146)

          Foreign currency gain (loss) (1,697)  73  —    (1,624)
          Loss on extinguishment and modification of debt (3,749)  —  —    (3,749)

Income before income tax provision (benefit) 307,950  9,800  (66,733)    251,017
Income tax provision (benefit) 91,638  (22,873)  (18,187)  (R)  50,578
Net income 216,312  32,673  (48,546)    200,439
Net income attributable to non-controlling interests —  —  (7)  (S)  (7)

Net income attributable to Jazz Pharmaceuticals $ 216,312  $ 32,673  $ (48,553)    $ 200,432

          

Net income per ordinary share attributable to Jazz Pharmaceuticals:          
Basic $ 3.71  $ 2.14      $ 3.44

Diluted $ 3.51  $ 1.97      $ 3.26

Weighted-average ordinary shares used in per share computations:          
Basic 58,298  15,262      58,298

Diluted 61,569  16,603      61,569

See accompanying notes to the unaudited pro forma condensed combined financial statements.
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NOTES TO UNAUDITED PRO FORMA
CONDENSED COMBINED FINANCIAL STATEMENTS

1. Basis of Presentation
On January 22, 2014, Jazz Pharmaceuticals Italy S.p.A., a wholly owned subsidiary of Jazz Pharmaceuticals Public Limited Company (collectively

hereinafter referred to as the “Company” or “Jazz”), acquired 12,244,156 ordinary shares and American Depositary Shares (“ADSs”) comprising
approximately 69% of the outstanding shares and ADSs, on a fully diluted basis, of Gentium S.p.A (“Gentium”) pursuant to a Tender Offer Agreement (the
“Tender Offer”). On February 21, 2014, following a subsequent offering period under the Tender Offer, the Company had acquired an aggregate 17,427,624
shares or approximately 98% of the outstanding shares and ADSs on a fully diluted basis. The consideration paid by Jazz was $57.00 per share for a total
consideration of $993.4 million in initial and subsequent offering periods (together, the “Acquisition”).

The unaudited pro forma condensed combined balance sheet at December 31, 2013 gives effect to the Acquisition as if it had occurred on December 31,
2013. The unaudited pro forma condensed combined statement of income for the year ended December 31, 2013 is presented as if the Acquisition had
occurred on January 1, 2013. The unaudited pro forma condensed combined financial information was prepared using the acquisition method of accounting,
based on the historical financial statements of Jazz and Gentium. Certain reclassifications have been made to the historical financial statements of Gentium to
conform to the financial statement presentation adopted by the combined company. All such reclassifications have been included in Pro Forma Adjustments
in the Unaudited Pro Forma Condensed Combined Balance Sheet and Unaudited Pro Forma Condensed Combined Statement of Income.

The Euro-denominated historical statement of income of Gentium for the year ended December 31, 2013 has been converted into U.S. dollars using an
exchange rate of $1.33 per €1.00, which represents the average U.S. dollar to Euro exchange rate for the year. The Euro-denominated historical balance sheet
of Gentium as of December 31, 2013 has been converted into U.S. dollars using an exchange rate of $1.38 per €1.00, which represents the U.S. dollar to Euro
exchange rate on December 31, 2013. In the notes to the financial statements, the exchange rate used for assets and liabilities was the rate as of December 31,
2013 and the exchange rate used for expenses was the average rate for the year ended December 31, 2013.

Gentium Acquisition
The two offering periods have been accounted for as a single transaction in the unaudited pro forma condensed combined financial statements. The

acquisition consideration for pro forma purposes represents the total cash paid in both offering periods and is comprised of (in thousands): 

 Amount
Cash payments $ 993,375
Less: proceeds from exercise of stock options (17,113)

Total acquisition consideration exchanged $ 976,262

Under the acquisition method of accounting, identifiable assets and liabilities of Gentium, including identifiable intangible assets, were recorded based
on their estimated fair values as of the effective time of the Acquisition. Goodwill is calculated as the difference between the acquisition consideration
exchanged and the fair values of identifiable net assets acquired.

The acquisition consideration exchanged and the fair values of identifiable net assets acquired are, in part, based upon a management valuation, as
described below, and the Company’s estimates and assumptions which are subject to change.

Tangible assets and liabilities: Tangible assets and liabilities were valued at their respective carrying amounts, except for fair value step-up adjustments
to inventories. Management believes that these amounts approximate their current fair values as of the deemed acquisition date of December 31, 2013.

Inventories: Inventories acquired include raw materials, work in process and finished goods. The fair value of finished goods has been determined based
on the estimated selling price, net of selling costs and a margin on the selling costs. The fair value of work in process has been determined based on the
estimated selling price, net of selling costs and costs to complete and a margin on these costs. The fair value of raw materials has been estimated to equal their
replacement cost.

Identifiable intangible assets and liabilities: Identifiable intangible assets and liabilities acquired include currently marketed products, in-process
research and development and active pharmaceutical ingredients manufacturing contracts. The fair value of intangible assets is based on management’s
preliminary valuation as of the deemed acquisition date of December 31, 2013. Estimated useful lives (where relevant for the purposes of these unaudited pro
forma condensed combined financial statements) are based on the time periods during which the intangibles are expected to result in substantial incremental
cash flows.
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• Currently marketed products: The intangible assets reflect the estimated value of Gentium’s rights to currently marketed products. The fair value of
currently marketed products of $720 million was determined using the income approach. The income approach explicitly 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 were developed by discounting these benefits to their present worth
at a discount rate that reflects the current return requirements of the market. The fair value of currently marketed products was capitalized as of the
acquisition date and subsequently will be amortized over the estimated remaining life of the products of approximately 16 years.

• In-process research and development: In-process research and development represents incomplete research and development projects at Gentium.
Management estimated that $226 million of the acquisition consideration represents the fair value of acquired in-process research and development.
The fair value of in-process research and development was determined using the income approach, including the application of probability factors
related to the likelihood of success of the respective products reaching final development and commercialization. It also took into consideration
information and certain program-related documents and forecasts prepared by management. The fair value of in-process research and development
was capitalized as of the acquisition date and is subsequently accounted for as an indefinite-lived intangible asset until completion or abandonment
of the associated research and development efforts. Accordingly, during the development period after the completion of the Acquisition, these assets
will not be amortized into earnings; instead, these assets will be subject to periodic impairment testing. Upon successful completion of the
development process for an acquired in-process research and development project, determination as to the useful life of the asset will be made. The
asset would then be considered a finite-lived intangible asset and amortization of the asset into earnings would begin over the remaining estimated
useful life of the asset.

• Active pharmaceutical ingredients manufacturing contracts: Gentium produces active pharmaceutical ingredients (“APIs”) such as the defibrotide
compound, urokinase, sodium heparin and sulglicotide. Other than defibrotide, these APIs are subsequently used to make the finished forms of
various drugs and are distributed via long-term supply contracts. Management estimated that $15 million of the acquisition consideration represents
the fair value of the API supply contracts. The fair value of these contracts was determined using the income approach based on the expected cash
flows from the projected net earnings of each API. The fair value of the API supply contracts was capitalized as of the acquisition date and
subsequently will be amortized over the remaining contract terms of approximately 4 years.

Goodwill: Goodwill represents the excess of the preliminary acquisition consideration over the estimated fair values of net assets acquired. Goodwill
will not be amortized but will be tested for impairment at least annually or whenever certain indicators of impairment are present. If, in the future, it is
determined that goodwill is impaired, an impairment charge would be recorded at that time.

Deferred tax assets and liabilities: Deferred tax assets and liabilities arise from acquisition accounting adjustments where book values of certain assets
and liabilities differ from their tax bases. Deferred tax assets and liabilities are recorded at the currently enacted rates which will be in effect at the time when
the temporary differences are expected to reverse in the country where the underlying assets and liabilities are located.

Pre-acquisition contingencies: The Company has not currently identified any pre-acquisition contingencies where a liability is probable and the amount
of the liability can be reasonably estimated. If information becomes available to management prior to the end of the measurement period (no longer than 12
months after the closing of the acquisition) which would indicate that a liability is probable and the amount can be reasonably estimated, such items will be
reflected in the acquisition accounting.
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The fair value of the acquired net assets, assuming the Acquisition had closed on December 31, 2013, is as follows (in thousands):

 Amount
Cash and cash equivalents $ 30,342
Short-term deposit 5,507
Accounts receivable 13,144
Inventories 13,593
Prepaid assets 944
Deferred tax assets 25,884
Other current assets 1,490
Property, plant and equipment 10,438
Other long-term assets 435
Accounts payable and accrued expenses (66,272)
Income taxes payable (509)
Deferred revenue (15)
Other long-term liabilities (824)
Debt (2,390)
Deferred tax liabilities (304,789)
Total tangible assets acquired and liabilities assumed $ (273,022)
  

Intangible assets 960,350
Goodwill 306,729

Total intangible assets acquired 1,267,079
Non-controlling interests (17,795)

Total pro forma net assets acquired $ 976,262

2. Pro Forma Adjustments
Pro forma adjustments are necessary to reflect the acquisition consideration exchanged and to adjust amounts related to the tangible and intangible

assets and liabilities of Gentium to a preliminary estimate of their fair values, and to reflect the impact on the statements of income of the Acquisition as if the
companies had been combined during the periods presented therein. The pro forma adjustments included in the unaudited pro forma condensed combined
financial statements are as follows:

(A) To record new term and revolving debt of $650 million incurred by Jazz in connection with the Acquisition. The term loans bear interest, at
Jazz’s option, at a rate equal to either the LIBOR rate, plus an applicable margin of 2.50% per annum (subject to a 0.75% LIBOR floor), or
the prime lending rate, plus an applicable margin equal to 1.50% per annum (subject to a 1.75% prime rate floor). Revolving debt bears
interest, at Jazz’s 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 Jazz’s secured leverage ratio (as
defined in the Amended Credit Agreement). Currently LIBOR rates are below the floor of 0.75% and therefore an increase in interest rates
would only impact Jazz’s net interest expense related to term loans to the extent it exceeds the floor of 0.75%. A 1/8 of a percent (0.125%)
change in interest rates, above the LIBOR floor, would impact Jazz’s annual pro forma interest expense related to term and revolving debt
by $0.8 million.

(B) To record the cash payment made by Jazz at the closing of the Acquisition and record non-controlling interests at estimated fair value.

(C) To reflect the estimated fair value of Gentium’s inventory acquired. The corresponding fair value step-up expense is not reflected in the pro
forma condensed combined statement of income as it does not have a continuing impact on the operations of the combined business.

(D) To adjust Gentium’s balances to conform to Jazz’s presentation.

(E) To record estimated fair value of Gentium’s identifiable intangible assets acquired.

(F) To record goodwill as part of the Acquisition.
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(G) To adjust deferred income taxes related to directors’ and officers’ insurance costs and transaction bonus associated with the Acquisition.

(H) To eliminate the carrying value of Gentium’s existing intangible assets prior to the Acquisition.

(I) To record favorable lease asset as part of the Acquisition.

(J) To record directors’ and officers’ insurance costs associated with the Acquisition.

(K) To record an assumed liability related to transaction bonus associated with the Acquisition.

(L) To record Jazz’s estimated transaction costs payable assuming the Acquisition closed on December 31, 2013.

(M) To adjust deferred income taxes related to acquired intangible assets and inventory.

(N) To record the elimination of Gentium’s equity accounts of ordinary shares and accumulated deficit.

(O) To eliminate transaction costs recorded in the statement of income for the year ended December 31, 2013.

(P) To record amortization expense for identifiable intangible assets as if the Acquisition occurred on January 1, 2013.

(Q) To record interest expense associated with new debt incurred by Jazz in connection with the Acquisition as if the Acquisition occurred on
January 1, 2013.

(R) Represents the income tax effect of the pro forma adjustments using the Irish statutory rate of 12.5% and the Italian corporate and regional
rate of 31.4%.

(S) To record non-controlling interests’ share in Gentium’s net income in connection with the Acquisition as if the Acquisition occurred on
January 1, 2013.

3. Non-recurring Transaction Costs
Jazz and Gentium have incurred, and Jazz will continue to incur, certain non-recurring transaction expenses in connection with the Acquisition. Non-

recurring transaction expenses incurred were $4.8 million during the year ended December 31, 2013 and are reflected as an adjustment to reduce selling,
general and administrative expenses in the pro forma condensed combined statement of income as they are non-recurring and directly attributable to the
Acquisition. The pro forma condensed combined balance sheet as of December 31, 2013 includes an adjustment of $10.1 million to accrued liabilities for
transaction expenses incurred by Jazz subsequent to December 31, 2013 (see Note 2, Pro Forma Adjustments above). These transaction expenses are not
reflected in the pro forma condensed combined statement of income for the year ended December 31, 2013, as they are not expected to have a continuing
impact on operations. Estimated transaction expenses of Gentium which were contingent on consummation of the Acquisition or had not been incurred as of
December 31, 2013 totaled $31.0 million and have been included in assumed liabilities as of December 31, 2013 in the unaudited pro forma condensed
combined balance sheet.

The pro forma condensed combined balance sheet as of December 31, 2013 includes adjustments of $1.6 million and $16.7 million ($17.0 million in
total, net of income tax impact of $1.3 million) for directors’ and officers’ insurance costs and Gentium’s transaction bonus costs, respectively. The directors’
and officers’ insurance costs are not reflected in the pro forma condensed combined statement of income for the year ended December 31, 2013 as they are
not expected to have a continuing impact on operations. The transaction bonus costs are not reflected in the pro forma condensed combined statement of
income for the year ended December 31, 2013 as these costs were contingent on consummation of the Acquisition and do not impact Jazz’s consolidated
statement of income in the periods following the acquisition date.
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