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If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, check the following box. ~

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective registration statement for the same offering. ~

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities
Act registration number of the earlier effective registration statement for the same offering. ~

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until the
registrant shall file a further amendment that specifically states that this registration statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933, as amended, or until the registration statement shall become effective on such
date as the Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement
filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and we are not
soliciting offers to buy these securities in any state where the offer or sale is not permitted.

PROSPECTUS (Subject to Completion)

Issued , 2007
Shares
COMMON STOCK
Jazz Pharmaceuticals, Inc. is offering shares of its common stock. This is our initial public offering and no public market exists
Sor our shares. We anticipate that the initial public offering price will be between $ and $ per share.

We have applied to have our common stock listed on the NASDAQ Global Market under the symbol JAZZ .

Investing in the common stock involves risks. See _Risk Factors beginning on page 9.

PRICE $ A SHARE
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Underwriting
Price to Discounts and
Proceeds to
Public Commissions Jazz Pharmaceuticals
Per Share $ $ $
Total $ $ $
We have granted the underwriters the right to purchase up to an additional shares of common stock to cover over-allotments.

The Securities and Exchange Commission and state securities regulators have not approved or disapproved these securities, or determined if
this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The underwriters expect to deliver the shares of common stock to purchasers on , 2007.

MORGAN STANLEY LEHMAN BROTHERS

CREDIT SUISSE

NATEXIS BLEICHROEDER INC.

, 2007
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You should rely only on the information contained in this prospectus or any related free writing prospectus we may authorize to be delivered to
you. We have not, and the underwriters have not, authorized anyone to provide you with information different from, or in addition to, that
contained in this prospectus or any related free writing prospectus. If anyone provides you with different or inconsistent information, you should
not rely on it. We are offering to sell, and are seeking offers to buy, shares of common stock only in jurisdictions where offers and sales are
permitted. The information contained in this prospectus or any related free writing prospectus is accurate only as of its date, regardless of its
time of delivery, or of any sale of the common stock. Our business, financial conditions, results of operations and prospects may have changed
since that date.

Through and including , 2007 (25 days after the date of this prospectus), all dealers that buy, sell or trade our common
stock, whether or not participating in this offering, may be required to deliver a prospectus. This delivery requirement is in addition to
the obligation of dealers to deliver a prospectus when acting as underwriters and with respect to their unsold allotments or
subscriptions.

For investors outside of the United States: Neither we nor any of the underwriters have done anything that would permit this offering or
possession or distribution of this prospectus in any jurisdiction where action for that purpose is required, other than in the United States. You are
required to inform yourselves about and to observe any restrictions relating to this offering and the distribution of this prospectus.
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PROSPECTUS SUMMARY

The following summary is qualified in its entirety by, and should be read together with, the more detailed information and financial statements
and related notes thereto appearing elsewhere in this prospectus. This summary highlights what we believe is the most important information
about us and this offering. Before you decide to invest in our common stock, you should read the entire prospectus carefully, including the Risk
Factors section and the financial statements and related notes included in this prospectus.

JAZZ PHARMACEUTICALS, INC.

Corporate Overview

We are a specialty pharmaceutical company focused on identifying, developing and commercializing innovative products to meet unmet medical
needs in neurology and psychiatry. Our goal is to build a broad portfolio of products through a combination of internal development and
acquisition and in-licensing activities and to utilize our specialty sales force to promote our products in our target markets. We apply novel
formulations and drug delivery technologies to known drug compounds, and compounds with the same mechanism of action or similar chemical
structure as marketed products, to improve patient care by, among other things, improving efficacy, reducing adverse side effects or increasing
patient compliance relative to existing therapies. By working with these drug compounds, we believe that we can substantially mitigate the risks
and reduce the costs and time associated with product development and commercialization of new therapies with significant market
opportunities. Through the application of novel formulations and drug delivery technologies available from third parties, we also explore
potential new indications for known drug compounds. Since our inception in 2003, our experienced executive management team has built a
commercial operation and assembled a portfolio of products and product candidates that currently includes two marketed products that generated
net product sales of $41.9 million in 2006, one product candidate for which an approvable letter has been issued by the U.S. Food and Drug
Administration, or FDA, and five product candidates in various stages of clinical development. We also have additional product candidates in
earlier stages of development.

Our marketed products and late-stage product candidates are:

Xyrem (sodium oxybate oral solution). Xyrem is the only product approved by the FDA for the treatment of both cataplexy and
excessive daytime sleepiness in patients with narcolepsy. Narcolepsy is a chronic neurologic disorder caused by the brain s inability
to regulate sleep-wake cycles normally. According to the National Institutes of Health, 150,000 or more individuals in the United
States are affected by narcolepsy. Cataplexy, the sudden loss of muscle tone, is the most well-recognized symptom of narcolepsy.
Excessive daytime sleepiness is the most common symptom of narcolepsy and is present in all narcolepsy patients. We promote
Xyrem in the United States to neurologists, psychiatrists, pulmonologists and sleep specialists through our 55 person specialty sales
force. We have significantly increased domestic net product sales of Xyrem since our acquisition of Orphan Medical, Inc. in June
2005. Our net product sales of Xyrem were $29.0 million in 2006 and $8.6 million in the first quarter of 2007. We have licensed the
rights to commercialize Xyrem in 54 countries outside of the United States to UCB Pharma Limited, or UCB, and in Canada to
Valeant Canada Limited, or Valeant. UCB has commercially launched Xyrem in 11 countries.

Antizol (fomepizole). Antizol is the only FDA-approved antidote for suspected or confirmed ethylene glycol or methanol poisonings
in humans. We market Antizol primarily to hospitals and emergency rooms. Antizol is distributed to wholesalers in the United
States, and we retain the services of a third party to promote the product. Antizol is marketed by our distributors in Canada and
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Israel. Our net product sales of Antizol were $12.5 million in 2006 and $2.6 million in the first quarter of 2007. We also market
Antizol-Vet, an injectable formulation of fomepizole approved as an antidote for suspected
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or confirmed ethylene glycol poisonings in dogs. Net product sales of Antizol-Vet were $313,000 in 2006 and $65,000 in the first
quarter of 2007.

Luvox CR (fluvoxamine maleate extended release capsules). Our most advanced product candidate is Luvox CR, an extended
release formulation of fluvoxamine, a selective serotonin reuptake inhibitor, which has been developed for the treatment of obsessive
compulsive disorder and social anxiety disorder. Selective serotonin reuptake inhibitors are a class of antidepressants used in the
treatment of depression, anxiety disorders and some personality disorders. According to the National Institute of Mental Health,
obsessive compulsive disorder and social anxiety disorder affect approximately 2.2 million and 15 million adults in the United
States, respectively. Luvox CR was developed by Solvay Pharmaceuticals, Inc., or Solvay, in collaboration with Elan Pharma
International Limited, or Elan. We obtained the exclusive rights to market and distribute Luvox CR in the United States from Solvay
in January 2007. Solvay retains the rights to market and distribute Luvox CR outside of the United States. In addition, Solvay has
assigned to us its rights and obligations under its license and supply agreement with Elan. Under this agreement, Elan has the right
and obligation to manufacture the worldwide commercial requirements of Luvox CR. Under the terms of our license agreement with
Solvay, we made an initial payment to Solvay, and we are required to make additional payments to Solvay if various development
and commercial milestones are achieved. We have also agreed to pay royalties to Solvay at specified rates based on net product sales
and to pay to Elan development and commercial milestone payments, royalties on net product sales and supply price payments for
the supply of Luvox CR.

Solvay submitted a new drug application, or NDA, to the FDA for Luvox CR in April 2006, and, in February 2007, the FDA issued
an approvable letter to Solvay. The requirements set forth in the approvable letter include the completion of certain toxicology
studies on the impurities that are generated by fluvoxamine maleate, the active pharmaceutical ingredient in Luvox CR, the
submission of additional information relating to the chemistry, manufacturing and controls section of the NDA and the re-analysis by
Solvay of certain data set forth in the NDA. Under our agreement with Solvay, Solvay has primary responsibility for the NDA for
Luvox CR and communications with the FDA until after such time, if ever, as the FDA approves the NDA for Luvox CR. Subject to
the satisfaction of the requirements set forth in the approvable letter and receipt of FDA approval, we expect to commence promotion
of Luvox CR in the United States in the first quarter of 2008 through a significantly expanded specialty sales force. During 2007, we
expect to make significant expenditures relating to the planned commercial launch of Luvox CR.

JZP-6 (sodium oxybate). We are developing a liquid dosage form of sodium oxybate, the active pharmaceutical ingredient in
Xyrem, for the treatment of fibromyalgia syndrome. Fibromyalgia syndrome is a chronic pain condition that affects between two and
four percent of the U.S. population, according to the American College of Rheumatology. There are currently no products approved
by the FDA for the treatment of fibromyalgia syndrome. We have successfully completed a Phase II clinical trial of this product
candidate for the treatment of fibromyalgia syndrome. We are currently conducting two Phase III pivotal clinical trials, and we
expect preliminary data from the first Phase III pivotal clinical trial in the second half of 2008. We have granted UCB the
commercialization rights to JZP-6 in 54 countries outside of the United States.

In addition to our product candidates in late-stage development, our clinical development pipeline consists of the following product candidates:

JZP-4 (type Ila sodium channel antagonist). JZP-4, a controlled release formulation of an anticonvulsant that is in the same
chemical class as Lamictal (lamotrigine), an antiepileptic drug marketed by GlaxoSmithKline, is being developed for the treatment
of epilepsy and bipolar disorder. According to the Epilepsy Foundation, approximately 2.7 million people in the United States suffer
from epilepsy and, according to the National Institute of Mental Health, approximately 5.7 million
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people in the United States are affected by bipolar disorder. We have planned two proof of concept clinical trials designed to provide
evidence of therapeutic activity of JZP-4. The results from the first proof of concept clinical trial indicate potential central nervous
system activity of JZP-4, and the second proof of concept clinical trial is expected to commence in the second quarter of 2007.
Subject to satisfactory results from the second proof of concept clinical trial and certain drug-drug interaction studies, we plan to
commence a Phase II clinical trial of JZP-4 for the treatment of epilepsy beginning in the fourth quarter of 2007.

JZP-8 (benzodiazepine). JZP-8, a novel formulation incorporating a benzodiazepine, is being developed for the treatment of
recurrent acute repetitive seizures in epilepsy patients who have been unresponsive to previous treatments. Recurrent acute repetitive
seizures are bouts of multiple seizures occurring over a short period of time. According to an article published in the New England
Journal of Medicine, approximately 30% of epilepsy patients are unresponsive, or refractory, to treatment despite being on an
effective dose of an antiepilepsy regimen, and a subset of these refractory patients experience recurrent acute repetitive seizures. We
have completed development activities to select the active pharmaceutical ingredient for this product candidate and are conducting
further development activities related to formulation, safety and tolerance. We plan to commence a Phase II clinical trial of JZP-8 for
the treatment of recurrent acute repetitive seizures in refractory epilepsy patients in the fourth quarter of 2007.

JZP-7 (dopamine agonist). JZP-7, a novel formulation incorporating a dopamine agonist, is being developed for the treatment of
restless legs syndrome. Dopamine is naturally produced by the human body, and in the brain, dopamine functions to help nerve cells
communicate. A dopamine agonist is a drug compound that mimics the effects of dopamine. According to the Restless Legs
Syndrome Foundation, up to 10% of the U.S. population suffers from restless legs syndrome. We have completed development
activities to select the active pharmaceutical ingredient for this product candidate and are conducting further development activities
related to formulation, safety and tolerance. We intend to conduct an additional pharmacokinetics study, or a study designed to assess
how the body processes a drug once the drug is delivered to the body, in 2007 prior to commencing Phase II clinical trials for the
treatment of restless legs syndrome.

JZP-2 (benzodiazepine). JZP-2, a formulation of a benzodiazepine that is designed to enter the bloodstream faster than a dose from
a conventional tablet form, is being developed for the acute, or short-term, treatment of panic attacks associated with panic disorder.
Benzodiazepines are a class of psychoactive drugs with varying hypnotic, sedative, anti-anxiety, anticonvulsant, muscle relaxant and
amnesic properties. According to the National Institute of Mental Health, approximately six million people in the United States
suffer from panic disorder in any given year. We have developed a target formulation for JZP-2 and plan to commence one or more
clinical trials of JZP-2 with this formulation in 2007.

We have an ongoing program for generating, identifying and conducting feasibility studies for new product candidates. Our JZP-2, JZP-7 and
JZP-8 product candidates resulted from this program. Several other product candidates identified through this program are in various stages of
early development, including the use of sodium oxybate, the active pharmaceutical ingredient in Xyrem, for the treatment of movement
disorders. We are working on ways to expand our Xyrem franchise by developing improvements to Xyrem, such as new dosage forms that could
be more convenient for patients. These activities are in the early stages of development.

Our executive management team has substantial experience in developing and commercializing novel therapeutic products. During their ten
years working together as part of the executive management team at ALZA Corporation, a pharmaceutical company acquired by Johnson &
Johnson in 2001, our executive management team participated in the successful development and commercialization of a broad portfolio of
products and product candidates to address specialized markets.
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Our Strategy

Our goal is to be a leading specialty pharmaceutical company developing and commercializing new medicines in neurology and psychiatry and,
over the longer term, in additional specialty therapeutic areas. Key elements of our strategy to achieve this goal include:

focusing on specialty markets, particularly neurology and psychiatry, in which a relatively small number of healthcare providers
write a large percentage of prescriptions for the indications we target;

expanding and leveraging our U.S. specialty sales force to promote our growing portfolio of commercial products;

mitigating risks and reducing the costs and time associated with the development and commercialization of our products by focusing
on known drug compounds, and compounds with the same mechanism of action or similar chemical structure as marketed products,
and structuring our development and commercial relationships to minimize financial risk;

expanding our portfolio to include additional products and product candidates that we believe have significant commercial
potential through our internal research and development efforts and our acquisition and in-licensing activities; and

leveraging the expertise of our experienced executive management team in developing and commercializing novel therapeutic
products.

Risks Associated with Our Business

We are a specialty pharmaceutical company with historical net operating losses, and our operations to date have generated substantial and
increasing needs for cash. Our business and our ability to execute on our business strategy are subject to many risks that you should be aware of
before you decide to buy our common stock. These risks are discussed more fully in Risk Factors beginning on page 9. For example:

Our clinical trials may fail to adequately demonstrate the safety and effectiveness of our product candidates. If a product candidate
fails at any stage of development, we will not have the anticipated revenues from that product candidate to fund our operations, and
we will not receive any return on our investment in that product candidate.

The regulatory approval process is expensive, time consuming and uncertain and may prevent us or our partners from obtaining
regulatory approvals for the commercialization of some or all of our product candidates. If we receive regulatory approval for our
product candidates, we will be subject to ongoing significant regulatory obligations and oversight, which may result in significant
additional expense and limit our ability to commercialize our products.

Even if approved for sale by the appropriate regulatory authorities, our products may not achieve market acceptance. Market
acceptance is dependent upon, among other things, the availability of adequate reimbursement by third parties and acceptance by
physicians and patients of each of our products as a safe and effective treatment.
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We face competition from both generic and branded pharmaceutical products and if we are unable to demonstrate to physicians that,
based on experience, clinical data, side-effect profiles and other factors, our products are preferable to other therapies, we may not
generate meaningful revenues from sales of our products.

Our ability to grow our business is dependent on our ability to successfully develop, acquire or in-license new products and product
candidates.
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From our inception in 2003 through March 31, 2007, we incurred net losses of $191.5 million, and we expect to continue to incur net
losses for the next several years. We are unable to predict with certainty the extent of any future losses or when we will become
profitable. We will also need to raise additional funds to support our operations, and such funding may not be available to us on
acceptable terms, if at all. If we are unable to raise additional funds when needed, we may not be able to continue development of our
product candidates or we could be required to delay, scale back or eliminate some or all of our development programs and other
operations.

Corporate Information

We were incorporated in California in March 2003, and we reincorporated in Delaware in January 2004. Our principal executive office is
located at 3180 Porter Drive, Palo Alto, California 94304. Our telephone number is (650) 496-3777. Our website address is
www.jazzpharmaceuticals.com. Information contained in, or accessible through, our website does not constitute a part of this prospectus.

Unless the context indicates otherwise, as used in this prospectus, the terms Jazz Pharmaceuticals, we, us and our refer to Jazz Pharmaceuticals
Inc., a Delaware corporation, and its subsidiaries. We use Jazz Pharmaceuticals , Xyreffi, Antizol®, Luvox® and the Jazz Pharmaceuticals logo

as trademarks in the United States and other countries. We have licensed the right to use the registered trademarks Antizol® from Mericon

Investment Group, Inc. and Luvox® from Solvay Pharmaceuticals, Inc. All other trademarks or trade names referred to in this prospectus are the

property of their respective owners.

Market Data

This prospectus contains market data and industry forecasts that were obtained from industry publications. We have not independently verified
any of this information.
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Common stock offered by us

Common stock outstanding after this offering

Over-allotment option

Use of proceeds

Proposed NASDAQ Global Market symbol

THE OFFERING

shares

shares

shares

We expect to use the net proceeds from this offering (1) to fund activities and make milestone
payments related to the planned U.S. launch and commercialization of Luvox CR, (2) to fund
our Phase III pivotal clinical trials of JZP-6, (3) to fund continued development and feasibility
activities related to our portfolio of clinical and early-stage product candidates and (4) for
working capital, capital expenditures and other general corporate purposes. See Use of
Proceeds.

JAZZ

The number of shares of common stock outstanding immediately after this offering is based on 205,299,488 shares of common stock outstanding

as of March 31, 2007. This number excludes:

20,612,449 shares of common stock issuable upon the exercise of options outstanding as of March 31, 2007, having a weighted
average exercise price of $1.93 per share;

2,388,297 shares of common stock reserved for future issuance under our 2003 Equity Incentive Plan as of March 31, 2007;

provided, however, that immediately
Plan will terminate so that no further

upon the signing of the underwriting agreement for this offering, our 2003 Equity Incentive
awards may be granted under our 2003 Equity Incentive Plan;

an aggregate of shares of common stock reserved for future issuance under our 2007 Equity Incentive Plan, 2007
Non-Employee Directors Stock Option Plan and 2007 Employee Stock Purchase Plan, each of which will become effective
immediately upon the signing of the underwriting agreement for this offering; and

8,695,652 shares of common stock issuable upon the exercise of warrants outstanding as of March 31, 2007, having an exercise price

of $1.84 per share.

Except as otherwise indicated, all information in

this prospectus assumes:

a -for- reverse stock split of our common stock and preferred stock to be effective prior to the closing of this offering;

Index to Financial Statements
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the conversion of all our outstanding shares of preferred stock into 198,338,205 shares of common stock immediately prior to the
closing of this offering;

the filing of our fourth amended and restated certificate of incorporation, which will occur immediately prior to the closing of this
offering; and

no exercise of the underwriters over-allotment option.
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SUMMARY CONSOLIDATED FINANCIAL DATA

The following table summarizes our financial data. We have derived the following summary of our consolidated statements of operations data
for the years ended December 31, 2004, 2005 and 2006 from our audited consolidated financial statements appearing elsewhere in this
prospectus. The summary of our consolidated statements of operations data for the three months ended March 31, 2006 and 2007, and the
consolidated balance sheet data as of March 31, 2007, have been derived from our unaudited consolidated financial statements included
elsewhere in this prospectus, which in the opinion of management, reflect all adjustments, which include only normal recurring adjustments,
necessary to state fairly our financial position and results of operations. Our historical results are not necessarily indicative of the results that
may be expected in the future. The summary of our financial data set forth below should be read together with our consolidated financial
statements and the related notes to those statements, as well as  Selected Consolidated Financial Data and Management s Discussion and Analysis
of Financial Condition and Results of Operations, appearing elsewhere in this prospectus. The pro forma balance sheet data give effect to the
conversion of all outstanding shares of convertible preferred stock into common stock immediately prior to the closing of this offering. The pro
forma as adjusted balance sheet data give effect to the conversion of all outstanding shares of convertible preferred stock into common stock
immediately prior to the closing of this offering, and to reflect the sale of shares of our common stock in this offering at an assumed initial
public offering price of $ per share, the mid-point of the range reflected on the cover page on this prospectus, after deducting the
underwriting discounts and commissions and estimated offering expenses payable by us.

Year Ended December 31, Three Months Ended March 31,
2004 2005(1) 2006 2006 2007
(Unaudited)
(In thousands, except per share amounts)
Consolidated Statements of Operations Data:

Revenues:

Product sales, net $ $ 18,796 $ 43,299 $ 9,771 $ 11,625
Royalties, net 146 594 66 211
Contract revenue 2,500 963 2,252
Total revenues 21,442 44,856 9,837 14,088

Operating expenses:
Cost of product sales (excluding amortization of acquired developed

technology) 4,292 6,968 1,569 2,003
Research and development 17,988 45,783 54,956 12,894 14,867
Selling, general and administrative 7,459 23,551 51,384 12,219 14,339
Amortization of intangible assets 4,960 9,600 2,400 2,362
Purchased in-process research and development 21,300

Total operating expenses 25,447 99,886 122,908 29,082 33,571
Loss from operations (25,447) (78,444) (78,052) (19,245) (19,483)
Interest income 643 1,318 2,307 581 1,091

Interest expense (including $4,595 and $9,024 for the years ended
December 31, 2005 and 2006, respectively, and $2,185 and $2,254 for the
three months ended March 31, 2006 and 2007, respectively, pertaining to

related parties) (7,129) (14,129) (3,777) (3,268)
Other income (expense) 901) (1,109) 62 (3,069)
Gain on extinguishment of development financing obligation 31,592

Gain on sale of product rights 5,145
Net loss (24,804) (85,156) (59,391) (22,379) (19,584)
Beneficial conversion feature (21,920) (3,501)

Loss attributable to common stockholders $ (24,804) $ (85,156) $ (81,311) $  (25,880) $ (19,584)
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Loss per share attributable to common stockholders, basic and diluted

Weighted-average common shares used in computing loss per share
attributable to common stockholders, basic and diluted

Pro-forma loss per share attributable to common stockholders (unaudited),
basic and diluted(2)

Weighted-average common shares used in computing pro forma loss per share
attributable to common stockholders (unaudited), basic and diluted(2)
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$(137.80)  $(1,216.51)  $ (572.61) $  (248.85) $ (76.80)
180 70 142 104 255

$  (0.55) $ (0.10)
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As of March 31, 2007
Pro Forma
Actual Pro Forma As Adjusted(3)
(Unaudited)

(In thousands, except per share data)
Consolidated Balance Sheet Data:

Cash and cash equivalents $ 67,667 $ 67,667

Working capital 46,673 58,261

Total assets 197,910 197,910

Senior secured notes (including $52,100 as of March 31, 2007 (unaudited), held by related parties) 74,429 74,429

Convertible preferred stock 263,852

Common stock subject to repurchase 8,749 12,954

Accumulated deficit (197,227) (197,227) (197,227)

Total stockholders equity (deficit) (195,420) 75,815

(1) We acquired Orphan Medical on June 24, 2005, and the results of Orphan Medical are included in the consolidated financial statements from that date.

(2) Assumes the conversion of all outstanding shares of convertible preferred stock outstanding as of December 31, 2006 and March 31, 2007, as applicable, into
common stock.

(3) Each$ increase (decrease) in the assumed initial public offering price of $ per share, would increase (decrease) each of cash and cash
equivalents, working capital, total assets and total stockholders equity by approximately $ million, assuming that the number of shares offered by us,
as set forth on the cover page of this prospectus, remains the same, and after deducting the underwriting discounts and commissions and estimated offering
expenses payable by us. We may also increase or decrease the number of shares we are offering. Each increase (decrease) of million shares in
the number of shares offered by us would increase (decrease) each of cash and cash equivalents, working capital, total assets and total stockholders equity by
approximately $ million, assuming that the assumed initial public offering price remains the same, and after deducting the estimated underwriting
discounts and commissions and estimated offering expenses payable by us. The pro forma as adjusted information discussed above is illustrative only and will
adjust based on the actual initial public offering price and other terms of this offering determined at pricing.
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RISK FACTORS

You should carefully consider the risks described below, which we believe are the material risks of our business and this offering, before making
an investment decision. Additional risks not presently known to us or that we currently deem immaterial may also impair our business
operations. Our business could be harmed by any of these risks. The trading price of our common stock could decline due to any of these risks,
and you may lose all or part of your investment. In assessing these risks, you should also refer to the other information contained in this
prospectus, including our financial statements and related notes.

Risks Related to Our Business

The FDA may not approve Luvox CR for marketing in the United States, which could have a material adverse effect on our business,
financial condition, results of operations and growth prospects.

In January 2007, we licensed from Solvay the exclusive rights to market and distribute Luvox CR and Luvox in the United States. Solvay retains
the rights to market and distribute Luvox CR outside of the United States. Luvox CR was developed by Solvay in collaboration with Elan
Pharma International Limited. In December 2000, Solvay submitted an NDA to the FDA for Luvox CR for the treatment of obsessive
compulsive disorder and social anxiety disorder. In June 2001, as a result of challenges related to Elan s scale-up of the process to manufacture
commercial quantities of Luvox CR, Solvay and Elan mutually agreed to withdraw the NDA for Luvox CR. In April 2006, Solvay resubmitted
the Luvox CR NDA to the FDA, requesting approval to market the product for the treatment of obsessive compulsive disorder and social anxiety
disorder. Under our agreement with Solvay, Solvay has primary responsibility for the NDA for Luvox CR and communications with the FDA
until after such time, if ever, as the FDA approves the NDA. In February 2007, the FDA issued an approvable letter to Solvay. The requirements
set forth in the approvable letter include the completion of certain toxicology studies on the impurities that are generated by fluvoxamine
maleate, the active pharmaceutical ingredient in Luvox CR, the submission of additional information relating to the chemistry, manufacturing
and controls section of the NDA and the re-analysis by Solvay of certain data set forth in the NDA. Solvay must satisfy the conditions set forth
in the letter in order to obtain FDA approval. If Solvay is unable to meet these conditions, or for other reasons, the FDA may not approve Luvox
CR for marketing in the United States.

Under the terms of our license agreement with Solvay, we made an initial payment of $2.0 million to Solvay. Although it is still uncertain when,
or if, Luvox CR will be approved by the FDA, we intend to significantly expand our sales force, marketing and commercial operations
departments and administrative staff in 2007 in anticipation of the commercial launch of Luvox CR. In addition, we have engaged numerous
third party vendors, such as contract manufacturers, advertising agencies, market research firms and other service providers, to assist in the
anticipated launch of Luvox CR, including Elan, who will manufacture quantities of Luvox CR sufficient for commercial launch. These
expenses are significant and must be incurred prior to the approval of Luvox CR in order for us to be prepared to launch the product as soon as
possible following approval. The costs cannot be recouped or applied to other products if the FDA does not approve Luvox CR. In addition, the
failure to obtain FDA approval for Luvox CR would result in the loss of a major source of potential near-term revenue for us and postpone the
time at which we could become profitable.

Our only product candidate currently in Phase 111 clinical trials is JZP-6 for the treatment of fibromyalgia syndrome. The Phase 111 clinical
trials may not show JZP-6 to be safe and effective for the treatment of fibromyalgia syndrome or the FDA may not otherwise approve JZP-6
Jfor marketing, which could have a material adverse effect on our business, financial condition, results of operations and growth prospects.
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We are currently conducting two Phase III pivotal clinical trials for the use of JZP-6 to treat fibromyalgia syndrome, both of which must have
statistically significant positive results before we can submit an NDA to the FDA seeking approval of JZP-6 for the treatment of fibromyalgia
syndrome. Our Phase III clinical program for
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JZP-6 is costly, and we do not expect to complete the program until early 2009. We do not know if our ongoing Phase III pivotal clinical trials
will show JZP-6 to be safe and effective for the treatment of fibromyalgia syndrome, or if the FDA or other regulatory authorities will approve
JZP-6 for the treatment of fibromyalgia syndrome. Favorable results from our prior Phase II clinical trials with JZP-6 for the treatment of
fibromyalgia syndrome may not be indicative of the clinical results from our Phase III pivotal clinical trials. Further, although JZP-6 has the
same active pharmaceutical ingredient as Xyrem, which has been approved by the FDA for the treatment of cataplexy and excessive daytime
sleepiness in patients with narcolepsy, this does not assure approval by the FDA, or any other regulatory authorities, of this active
pharmaceutical ingredient for the treatment of fibromyalgia syndrome. Unsuccessful Phase III pivotal clinical trials or a failure to obtain FDA or
other regulatory approval of JZP-6 for fibromyalgia syndrome could have a material adverse effect on our business, financial condition, results
of operations and growth prospects.

Even if the FDA approves JZP-6 for the treatment of fibromyalgia syndrome, the FDA is likely to require us to have a risk management program
similar to the one we use for Xyrem. Under the Xyrem risk management program, Xyrem must be distributed through a single central pharmacy.
The central pharmacy must maintain physician and patient registries, and the product may not be stocked in retail pharmacies. Each physician
and patient must be educated about the risks and benefits of the product before the physician can prescribe, or a patient can receive, Xyrem.
Whenever a prescription is received by the central pharmacy, the central pharmacy must verify the prescription and obtain additional
information by contacting the physician s office and the patient s insurance company. The central pharmacy must also speak with the patient
before it can ship any Xyrem to the patient. The central pharmacy must ship the product directly to the patient by a courier service, and the
patient or his/her designee must sign for the package. The initial shipment may only be for a one-month supply, and patients may not receive
more than a three-month supply at any time.

The Xyrem risk management program is labor intensive, complex and expensive to operate. Since Xyrem is currently prescribed for a relatively
small number of patients, the risk management program does not prevent us from effectively supplying Xyrem to narcolepsy patients. However,
significantly more patients are diagnosed with fibromyalgia syndrome, and if the same or a similar risk management program is required for
JZP-6, scale-up of the risk management program could make it difficult for us to timely supply all of the patients who may be prescribed JZP-6
for the treatment of fibromyalgia syndrome. This could make JZP-6 less attractive to physicians and patients than other products that may be
approved for the treatment of fibromyalgia syndrome, which could limit potential sales of JZP-6.

Many of our product candidates are in preclinical or early-stage clinical development. A failure to prove that our product candidates are safe
and effective in clinical trials would require us to discontinue their development, which could materially and adversely affect our business,
financial condition, results of operations and growth prospects.

Significant additional research and development, financial resources and additional personnel will be required to obtain necessary regulatory
approvals for our product candidates and to develop them into commercially viable products. As a condition to regulatory approval, each product
candidate must undergo extensive clinical trials to demonstrate to a statistically significant degree that the product candidate is safe and
effective. The clinical trials for a product candidate can cost between $40.0 million and $100.0 million, and potentially even more. If a product
candidate fails at any stage of development, we will not have the anticipated revenues from that product candidate to fund our operations, and
we will not receive any return on our investment in that product candidate. For example, our Phase III clinical trial of JZP-3, a product candidate
for the treatment of general anxiety disorder, was not successful after we incurred significant development costs, and we ceased further
development of JZP-3.

Clinical testing can take many years to complete, and failure can occur any time during the clinical trial process. In addition, the results from
early clinical trials may not be predictive of results obtained in later and larger clinical trials, and product candidates in later clinical trials may
fail to show the desired safety and efficacy despite having progressed successfully through initial clinical testing. A number of companies in the
pharmaceutical industry, including us, have suffered significant setbacks in clinical trials, even in advanced
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clinical trials after showing positive results in earlier clinical trials. The completion of clinical trials for our product candidates may be delayed
or halted for many reasons, including:

delays in patient enrollment, and variability in the number and types of patients available for clinical trials;

regulators or institutional review boards may not authorize us to commence or continue a clinical trial;

our inability, or the inability of our partners, to manufacture or obtain from third parties materials sufficient to complete our clinical
trials;

delays or failure in reaching agreement on acceptable clinical trial contracts or clinical trial protocols with prospective sites;

risks associated with trial design, which may result in a failure of the trial to show statistically significant results even if the product
candidate is effective;

difficulty in maintaining contact with patients after treatment commences, resulting in incomplete data;

poor effectiveness of product candidates during clinical trials;

safety issues, including adverse events associated with product candidates;

the failure of patients to complete clinical trials due to adverse side effects, dissatisfaction with the product candidate, or other
reasons;

governmental or regulatory delays or changes in regulatory requirements, policy and guidelines; and

varying interpretation of data by the FDA or foreign regulatory agencies.

In addition, our product candidates are subject to competition for clinical study sites and patients from other therapies under development that
may delay the enrollment in or initiation of our clinical trials. For example, other companies have stated publicly that they are testing product
candidates for the treatment of fibromyalgia syndrome. Some of these companies have more significant financial and human resources than we
do.

The FDA or foreign regulatory authorities may require us to conduct unanticipated additional clinical trials, which could result in additional

expense and delays in bringing our product candidates to market. Any failure or delay in completing clinical trials for our product candidates
would prevent or delay the commercialization of our product candidates, which could materially and adversely affect our business, financial

condition, results of operations and growth prospects.
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We rely on third parties to conduct clinical trials for our product candidates, and if they do not properly and successfully perform their legal
and regulatory obligations, as well as their contractual obligations to us, we may not be able to obtain regulatory approvals for our product
candidates.

We design the clinical trials for our product candidates, but rely on contract research organizations and other third parties to assist us in
managing, monitoring and otherwise carrying out these trials, including with respect to site selection, contract negotiation and data management.
We do not control these third parties and, as a result, they may not treat our clinical studies as their highest priority, or in the manner in which
we would prefer, which could result in delays.

Although we rely on third parties to conduct our clinical trials, we are responsible for confirming that each of our clinical trials is conducted in
accordance with its general investigational plan and protocol. Moreover, the FDA and foreign regulatory agencies require us to comply with
regulations and standards, commonly referred to as good clinical practices, for conducting, recording and reporting the results of clinical trials to
ensure that the data and results are credible and accurate and that the trial participants are adequately protected. Our reliance on third parties does
not relieve us of these responsibilities and requirements. The FDA enforces good clinical practices through periodic inspections of trial sponsors,
principal investigators and trial sites. If we, our contract research organizations or our study sites fail to comply with applicable good clinical
practices, the clinical data
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generated in our clinical trials may be deemed unreliable and the FDA may require us to perform additional clinical trials before approving our
marketing applications. We cannot assure you that, upon inspection, the FDA will determine that any of our clinical trials comply with good
clinical practices. In addition, our clinical trials must be conducted with product produced under the FDA s current Good Manufacturing
Practices, or cGMP, regulations. Our failure, or the failure of our contract manufacturers, to comply with these regulations may require us to
repeat clinical trials, which would delay the regulatory approval process.

If third parties do not successfully carry out their duties under their agreements with us, if the quality or accuracy of the data they obtain is
compromised due to failure to adhere to our clinical protocols or regulatory requirements, or if they otherwise fail to comply with clinical trial
protocols or meet expected deadlines, our clinical trials may not meet regulatory requirements. If our clinical trials do not meet regulatory
requirements or if these third parties need to be replaced, our clinical trials may be extended, delayed, suspended or terminated. If any of these
events occur, we may not be able to obtain regulatory approval of our product candidates.

The commercial success of our products will depend upon attaining market acceptance by physicians, patients, third party payors and the
medical community.

Even if our product candidates are approved for sale by the appropriate regulatory authorities, physicians may not prescribe our products, in
which case we would not generate the revenues we anticipate. Market acceptance of any our products by physicians, patients, third party payors
and the medical community will depend on:

the clinical indications for which a product is approved;

prevalence of the disease or condition for which the product is approved and the severity of side effects;

acceptance by physicians and patients of each product as a safe and effective treatment;

perceived advantages over alternative treatments;

relative convenience and ease of administration;

the cost of treatment in relation to alternative treatments, including generic products;

the extent to which the product is approved for inclusion on formularies of hospitals and managed care organizations; and

the availability of adequate reimbursement by third parties.
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We depend upon UCB to market and promote Xyrem outside of the United States, and we are dependent upon our collaboration with UCB
for the development and potential commercialization of JZP-6 for the treatment of fibromyalgia syndrome in major markets outside of the
United States.

We have exclusively licensed to UCB the rights to market and promote Xyrem in 54 countries outside of the United States. If UCB does not
obtain regulatory approvals for and launch Xyrem in its licensed countries in the time frames that we expect, or at all, our revenues would be
adversely affected. If UCB terminates its relationship with us, we would need to find another party or parties to commercialize Xyrem in UCB s
licensed territories. We may be unable to find another party or parties on acceptable terms, or at all, which could materially and adversely affect
our business, financial condition, results of operations and growth prospects. In addition, under the terms of our collaboration with UCB, we
granted UCB the exclusive right to commercialize JZP-6 for the treatment of fibromyalgia syndrome in the same territories that UCB has the
right to market and promote Xyrem for patients with narcolepsy. We have relied and will continue to rely in part on milestone payments from
UCB to reduce our development costs of JZP-6. UCB has the right to terminate our collaboration on 18 months notice (or less in certain
circumstances). If UCB terminates our collaboration, we would need to find another party or parties to commercialize JZP-6 in UCB s territories
and may need to execute alternative
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financing plans to help fund our development of JZP-6. We may be unable to do either of these on acceptable terms, or at all.

We depend on one central pharmacy distributor for Xyrem sales in the United States and the loss of that distributor or its failure to distribute
Xyrem effectively would adversely affect sales of Xyrem.

As a condition of approval of Xyrem, the FDA mandated that we maintain a risk management program for Xyrem under which all Xyrem that
we sell in the United States must be shipped directly to patients through a central pharmacy. The process under which patients receive Xyrem
under our risk management program is cumbersome. While we have entered into an agreement with the central pharmacy for Xyrem, Express
Scripts Specialty Distribution Services, Inc., if the central pharmacy does not fulfill its contractual obligations to us, or refuses or fails to
adequately serve patients, shipments of Xyrem, and our sales, would be adversely affected. Changing central pharmacy distributors could take a
significant amount of time and require FDA approval of the new central pharmacy distributor. In addition, sodium oxybate, the active
pharmaceutical ingredient in Xyrem, is regulated by the U.S. Drug Enforcement Administration, or DEA, as a controlled substance. The new
distributor would need to be registered with the DEA and would also need to develop the particular processes, procedures and activities
necessary to distribute Xyrem, including the risk management program approved by the FDA. If we change distributors, new contracts might
also be required with government and other insurers who pay for Xyrem. Transitioning to a new distributor could result in product shortages,
which would adversely affect sales of Xyrem in the United States.

Our supplier of the active pharmaceutical ingredient and our product manufacturer must obtain DEA quotas in order to supply us with
Xyrem, JZP-6 and sodium oxybate, and these quotas may not be sufficient to satisfy our clinical and commercial needs.

The DEA limits the quantity of certain Schedule I and II controlled substances that may be produced in the United States in any given calendar
year through a quota system. Because sodium oxybate, the active pharmaceutical ingredient in Xyrem and JZP-6, is a Schedule I controlled
substance, our supplier of the active pharmaceutical ingredient and our product manufacturer must obtain DEA quotas in order to supply us with
sodium oxybate, Xyrem and JZP-6. Since the DEA typically grants quotas on an annual basis and requires a detailed submission and
justification for each request, obtaining a DEA quota is a difficult and time consuming process. If our commercial or clinical requirements for
sodium oxybate, Xyrem or JZP-6 exceed our supplier s and contract manufacturer s DEA quotas, our supplier and contract manufacturer would
need quota increases from the DEA, which would be difficult and time consuming to obtain and might not ultimately be obtained on a timely
basis, or at all. In cooperation with our manufacturing partners, we are seeking to significantly increase their 2007 quotas from the DEA for
sodium oxybate, Xyrem and JZP-6 to satisfy the forecasted demand for Xyrem and to conduct our clinical studies of JZP-6. In the future, we
intend to seek further increased quotas to supply and manufacture JZP-6 as necessary to complete our clinical trials and, if approved, to
commercialize the product. However, our manufacturing partners may not be successful in obtaining increased quotas from the DEA, and
without sufficient DEA quotas, there could be shortages of Xyrem for the marketplace or JZP-6 for use in our clinical studies, or both. If our
manufacturing partners are unable to obtain increased quotas from the DEA, we may have to reduce the enrollment rate in our Phase III pivotal
clinical trials of JZP-6 until additional quantities of JZP-6 are obtained.

We depend on single source suppliers and manufacturers for each of our products and product candidates. The loss of any of these suppliers
or manufacturers, or delays or problems in the supply or manufacture of our products for commercial sale or our product candidates for use
in our clinical trials, could materially and adversely affect our business, financial condition, results of operations and growth prospects.

We do not have, and do not intend to establish in the near term, our own manufacturing or packaging capability for our products or product
candidates, or their active pharmaceutical ingredients. Accordingly, we have entered into manufacturing and supply agreements with single
source suppliers and manufacturers for our
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commercialized products and product candidates. Our suppliers and contract manufacturers may not be able to manufacture our products or
product candidates without interruption, or may not comply with their obligations to us under our supply and manufacturing arrangements. We
may not have adequate remedies for any breach and their failure to supply us could result in a shortage of our products or product candidates.

The availability of our products for commercial sale is dependent upon our ability to procure the ingredients, packaging materials and finished
products we need. If one of our suppliers or product manufacturers fails or refuses to supply us for any reason, it would take a significant amount
of time and expense to qualify a new supplier or manufacturer. The loss of one of our suppliers or product manufacturers could require us to
obtain regulatory clearance in the form of a prior approval supplement and to incur validation and other costs associated with the transfer of the
active pharmaceutical ingredient or product manufacturing process. We believe that it could take as long as two years to qualify a new supplier
or manufacturer. Should we lose either an active pharmaceutical ingredient supplier or a product manufacturer, we could run out of salable
product to meet market demands or investigational product for use in clinical trials while we wait for FDA approval of a new active
pharmaceutical ingredient supplier or product manufacturer. For Xyrem, JZP-6 or sodium oxybate, the new supplier or manufacturer would also
need to be registered with the DEA and obtain a DEA quota. In addition, the FDA must approve suppliers of the active and inactive
pharmaceutical ingredients and certain packaging materials used in our products, as well as suppliers of finished products. The qualification of
new suppliers and manufacturers could potentially delay the manufacture of our products and product candidates and result in shortages in the
marketplace or for our clinical trials, or both, particularly since we do not have secondary sources of supply of the active pharmaceutical
ingredient or backup manufacturers for our products and product candidates. If there are delays in qualifying the new manufacturer or the new
manufacturer is unable to obtain a sufficient quota from the DEA, there could be a shortage of Xyrem for the marketplace. For example, we
entered into an agreement with Patheon Pharmaceuticals, Inc., or Patheon, in March 2007 for the supply of Xyrem in connection with the
planned termination, effective January 1, 2008, of our supply agreement with our current supplier. Patheon has not yet been qualified by the
FDA to manufacture Xyrem, and we cannot assure you that Patheon will be qualified by the FDA to manufacture Xyrem on a timely basis, or at
all, nor can we assure you that Patheon will obtain a quota from the DEA, or a quota that is sufficient to satisfy our commercial requirements of
Xyrem. Furthermore, we may not be able to obtain active pharmaceutical ingredients, packaging materials or finished products from new
suppliers on acceptable terms and at reasonable prices, or at all.

Due to FDA-mandated dating requirements, DEA quotas relating to Xyrem and JZP-6, and the limited market size for our approved products,
we are subject to complex manufacturing logistics and minimum order quantities that could result in excess inventory as determined under our
accounting policy, unsalable inventory as a result of product expiring prior to use, and competition with others for manufacturing services when
needed or expected. We have adopted a production planning program to assess and manage manufacturing logistics among the vendors
supplying our requirements of active pharmaceutical ingredient, drug product and packaging; however, unexpected market requirements or
problems with vendors facilities, among other things, could result in shortages of one or more of our products for the marketplace or product
candidates for use in our clinical studies, or both.

Failure by our third party manufacturers to comply with regulatory requirements could adversely affect their ability to supply products to us. All
facilities and manufacturing techniques used for the manufacture of pharmaceutical products must be operated in conformity with cGMP
requirements. In complying with cGMP requirements, our suppliers must continually expend time, money and effort in production,
record-keeping and quality assurance and control to ensure that our products and product candidates meet applicable specifications and other
requirements for product safety, efficacy and quality. DEA regulations also govern facilities where controlled substances such as sodium
oxybate are manufactured. Manufacturing facilities are subject to periodic unannounced inspection by the FDA, the DEA and other regulatory
authorities, including state authorities. Failure to comply with applicable legal requirements subjects the suppliers to possible legal or regulatory
action, including shutdown, which may adversely affect their ability to supply us with the ingredients or finished products we need.
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Any delay in supplying, or failure to supply, products by any of our suppliers could result in our inability to meet the commercial demand for
our products or our needs for use in clinical trials, and could adversely affect our business, financial condition, results of operations and growth
prospects. In addition, under our agreements with UCB and Valeant, we are responsible for the supply of Xyrem and JZP-6 to UCB and Xyrem,
and potentially JZP-6, to Valeant. Our failure to meet our contractual obligations to supply UCB and Valeant with adequate quantities of Xyrem
and JZP-6 would result in lost revenues to us and, if material, could result in termination of our agreements by UCB or Valeant.

Our product candidates have never been manufactured on a commercial scale and there are risks associated with scaling up manufacturing
to commercial scale.

Our product candidates have never been manufactured on a commercial scale and there are risks associated with scaling up manufacturing to
commercial scale including, among others, cost overruns, potential problems with process scale-up, process reproducibility, stability issues, lot
consistency and timely availability of raw materials. For example, if Luvox CR, for which we have obtained the exclusive rights to market and
distribute in the United States from Solvay, is approved for commercial sale, Elan will manufacture Luvox CR for us in exchange for royalty and
milestone payments and supply price payments. Luvox CR has never been produced on a commercial scale, and the NDA for Luvox CR was
withdrawn in June 2001 by Solvay and Elan as a result of difficulties encountered during the scale-up of manufacturing of Luvox CR. Although
the FDA has issued an approvable letter to Solvay, there is no assurance that Elan will be able to manufacture Luvox CR to specifications
acceptable to the FDA, or if Luvox CR is approved, to produce it in sufficient quantities to meet the requirements for the potential launch of the
product or to meet potential future demand. If our manufacturers are unable to produce sufficient quantities of our products for
commercialization, our commercialization efforts would be impaired, which would have an adverse effect on our business, financial condition,
results of operations and growth prospects.

We could be materially adversely affected if we or our products are subject to negative publicity. For example, sodium oxybate, the active
pharmaceutical ingredient in Xyrem and JZP-6, is a derivative of gamma hydroxybutyrate, or GHB, which has been a drug of abuse and
may not be sold legally in the United States. If physicians and patients perceive Xyrem and JZP-6 to be the same as or similar to GHB, sales
of Xyrem and JZP-6 could be adversely affected.

From time to time, there is negative publicity about GHB and its effects, including with respect to illegal use, overdoses, serious injury and death
and because sodium oxybate, the active pharmaceutical ingredient in Xyrem, is a derivative of GHB, Xyrem sometimes also receives negative
mention in publicity relating to GHB. Because sodium oxybate is a derivative of GHB, patients, physicians and regulators may view Xyrem as
the same as or similar to GHB. In addition, there are regulators and some law enforcement agencies that oppose the prescription and use of
Xyrem generally. Xyrem s label includes information about adverse events from GHB, and we anticipate that if JZP-6 is approved, its label will
include similar information. We could also be adversely affected if any of our products or any similar products distributed by other companies
prove to be, or are asserted to be, harmful to consumers. Because of our dependence upon patient and physician perceptions, any adverse
publicity associated with illness or other adverse effects resulting from the use or misuse of our products or any similar products distributed by
other companies could materially and adversely affect our business, financial condition, results of operations and growth prospects.

An investigation by the U.S. Attorney for the Eastern District of New York concerning Orphan Medical s promotion of Xyrem could result in
fines, penalties or other adverse consequences that could result in adverse publicity and could harm our business.

In April 2006, a physician who was a speaker for Orphan Medical (and for a short time for us) was indicted by a federal grand jury in the U.S.
District Court for the Eastern District of New York. The indictment alleges that the physician engaged in a scheme with Orphan Medical sales
representatives and other Orphan Medical
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employees to promote and obtain reimbursement for Xyrem for medical uses not approved for marketing by the FDA. We and Orphan Medical
received subpoenas from the U.S. Department of Justice, acting through the U.S. Attorney for the Eastern District of New York, in connection
with this indictment and the accompanying investigation. As a result of our acquisition of Orphan Medical, the U.S. government may seek to
hold us responsible for Orphan Medical s conduct, and the indictment has resulted in adverse publicity for Xyrem and for us. Companies that
have been involved in similar investigations have often paid significant fines and have signed agreements with the U.S. government requiring
them to undertake extensive and expensive remedial compliance programs. We have been in discussions with the U.S. Attorney s Office
regarding the possible settlement of any potential U.S. government claims against Orphan Medical and/or us, but we cannot assure you that any
settlement will be reached on reasonable terms, or at all, and we may be required to make significant monetary payments and to undertake
extensive remedial compliance programs at significant expense to us. Even if we reach a settlement agreement with the U.S. Attorney s Office,
we might also be subject to regulatory and/or enforcement action by federal agencies, private insurers and states attorneys general. If we cannot
reach a settlement with the U.S. Attorney s Office that is acceptable to us, we could be required to spend significant amounts defending ourselves
and Orphan Medical. These matters may involve the filing of criminal charges, as well as criminal and/or civil fines and penalties, against us, or
Orphan Medical, or both. We cannot predict or determine the outcome of this matter or reasonably estimate the amount of any fines or penalties
that might result from an adverse outcome. However, an adverse outcome could have a material adverse effect on our financial position,
liquidity and results of operations.

Whether or not we resolve the ongoing investigation of Xyrem off-label promotion satisfactorily, there is no assurance that we will not be

subject to future investigations. Many pharmaceutical companies have announced government investigations of their sales and marketing
practices for many of their products. Even with compliance training and a company culture of compliance, our current or future practices may
nonetheless become the subject of an investigation. A number of laws, often referred to as whistleblower statutes, provide for financial rewards
to employees and others for bringing to the attention of the government sales and marketing practices that the government views as illegal or
fraudulent. The costs of investigating any claims, responding to subpoenas of investigators, and any resulting fines, can be significant and could
divert the attention of our management from operating our business.

Xyrem cannot be advertised directly to consumers, which could limit sales.

Because Xyrem is a derivative of GHB, a known drug of abuse, the FDA has required that Xyrem s label include a box warning regarding the

risk of abuse. A box warning is the strongest type of warning that the FDA can require for a drug product and warns prescribers that the drug
carries a significant risk of serious or even life-threatening adverse effects. A box warning also means, among other things, that the product

cannot be advertised directly to consumers. Provigil (modafinil), the only other product approved by the FDA specifically for the treatment of
excessive daytime sleepiness in patients with narcolepsy, does not have a box warning and can be advertised directly to consumers. In addition,
Xyrem s type of FDA approval under the FDA s Subpart H regulations requires that all of the promotional materials for Xyrem be provided to the
FDA for review at least 30 days prior to the intended time of first use. Unlike Xyrem, Provigil was not approved under the FDA s Subpart H
regulations and is not subject to the pre-review requirements. Accordingly, promotional materials for Provigil are not subject to the same delays
that we experience with respect to new promotional materials for Xyrem.

Since JZP-6 contains the same active pharmaceutical ingredient as Xyrem, we anticipate that the label for JZP-6, if approved by the FDA, will
also include a box warning. Although there are no current FDA-approved treatments for fibromyalgia syndrome, future competing products may
not be subject to this restriction, and the box warning may negatively affect potential JZP-6 sales if competing products can be advertised
directly to consumers.
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We face substantial competition from companies with greater resources than we have.

With respect to all of our existing and future products, we may compete with companies selling or working to develop products that may be
more effective, safer or less costly than our products. The markets for which we are developing products are competitive and include generic and
branded products, some of which are marketed by major pharmaceutical companies that have significantly greater financial resources and
expertise in research and development, preclinical testing, conducting clinical trials, obtaining regulatory approvals, manufacturing and
marketing and selling approved products than we do. While Xyrem is the only product approved by the FDA for the treatment of both cataplexy
and excessive daytime sleepiness in patients with narcolepsy, cataplexy is often treated with tricyclic antidepressants and selective serotonin
reuptake inhibitors, although none of these compounds has been approved by the FDA for the treatment of cataplexy. Other treatments for
excessive daytime sleepiness in patients with narcolepsy consist primarily of stimulants and wakefulness promoting agents, including Provigil
(modafinil), the only other FDA-approved product for the treatment of excessive daytime sleepiness in patients with narcolepsy.

We intend to market Luvox CR in the United States for the treatment of obsessive compulsive disorder and social anxiety disorder. Selective
serotonin reuptake inhibitors are the standard treatment for anxiety disorders, including obsessive compulsive disorder and social anxiety
disorder. Four branded products are currently approved by the FDA for the treatment of obsessive compulsive disorder, including three selective
serotonin reuptake inhibitors: Paxil (paroxetine HCl), which is marketed by GlaxoSmithKline, Zoloft (sertraline HCI), which is marketed by
Pfizer, and Prozac (fluoxetine hydrochloride), which is marketed by Eli Lilly. Anafranil (clomipramine hydrochloride), the other branded
product approved by the FDA for the treatment of obsessive compulsive disorder, is a tricyclic antidepressant marketed by Mallinckrodt in the
United States. Each of these products currently has generic equivalents. Generic products are generally sold at significantly lower prices than
branded products, tending to both take market share away from branded products and put downward pricing pressure on branded products.
Fluvoxamine, the generic equivalent of Luvox and a selective serotonin reuptake inhibitor, is the only other drug currently approved for the
treatment of obsessive compulsive disorder. Four products are currently approved by the FDA for the treatment of social anxiety disorder,
including three selective serotonin reuptake inhibitors: Zoloft, Paxil and Paxil CR, an extended release version of Paxil, and one
serotonin-norepinephrine reuptake inhibitor, Effexor XR (venlafaxine HCI). Paxil CR and Effexor XR, developed and sold by GlaxoSmithKline
and Wyeth, respectively, do not have generic competitors, whereas Paxil and Zoloft have generic competitors.

We are developing JZP-6 for the treatment of fibromyalgia syndrome. There are currently no products approved by the FDA for the treatment of
fibromyalgia syndrome. In clinical practice, a variety of drugs is often prescribed to address individual symptoms of fibromyalgia syndrome,
including antidepressants, pain medications, muscle relaxants, hypnotics and anticonvulsants. In addition to JZP-6, there are currently four
programs that have completed or are in Phase III clinical development for the treatment of fibromyalgia syndrome, including programs being
conducted by large pharmaceutical companies with far greater resources than we have. In particular, Lyrica (pregabalin), an anticonvulsant
being developed by Pfizer, has previously been approved by the FDA for the treatment of partial seizures, post herpetic neuralgia and diabetic
peripheral neuropathy. In December 2006, Pfizer submitted a supplemental NDA seeking FDA approval of Lyrica for the treatment of
fibromyalgia syndrome, or certain symptoms associated with fibromyalgia syndrome.

Smaller or earlier stage companies may also prove to be significant competitors, particularly through collaborative arrangements with other
large, established companies. Our commercial opportunities may be reduced or eliminated if our competitors develop and commercialize generic
or branded products that are safer or more effective, have fewer side effects or are less expensive than our products.

Our competitors may obtain FDA or other regulatory approvals for their product candidates more rapidly than we may. For example, four major
pharmaceutical companies are conducting, or have computed, Phase III clinical trials of product candidates for the treatment of fibromyalgia
syndrome and Pfizer has submitted a supplemental NDA to the FDA with respect to one of these products, Lyrica. These product candidates
may reach the market before JZP-6, or may be better accepted by physicians and patients. Thus, even if we
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successfully complete our Phase III clinical trials for JZP-6 for the treatment of fibromyalgia syndrome and achieve FDA approval, JZP-6 may
not result in significant commercial revenues for us.

Our competitors may market their products more effectively than we do. If we are unable to demonstrate to physicians that, based on experience,
clinical data, side-effect profiles and other factors, our products are preferable to other therapies, we may not generate meaningful revenues from
the sales of our products.

If generic products that compete with any of our products are approved, sales of our products may be adversely affected.

Our products are or may become subject to competition from generic equivalents because there is no proprietary protection for some of our
products or because our protection has expired or is not sufficiently broad. The FDA has granted orphan drug exclusivity for Xyrem until July
2009 for cataplexy in patients with narcolepsy, and until November 2012 for excessive daytime sleepiness in patients with narcolepsy. Once our
orphan drug exclusivity periods for Xyrem expire, other companies could introduce generic equivalents of Xyrem if the generic equivalents do
not infringe our existing patents covering Xyrem. Once our orphan drug exclusivity period for Xyrem for the treatment of cataplexy expires in
July 2009, prescriptions for Xyrem, or if approved by the FDA, JZP-6, could possibly be filled with generic equivalents that have been approved
for the treatment of cataplexy in patients with narcolepsy, even if the patient is diagnosed with excessive daytime sleepiness or fibromyalgia
syndrome. Orphan exclusivity for Antizol for ethylene glycol poisoning expired in 2004 and the orphan exclusivity for Antizol for methanol
poisoning will expire in December 2007. Patent protection is not available for the active pharmaceutical ingredient in most of our products and
product candidates, including Xyrem, Luvox CR and JZP-6. Although Xyrem is covered by patents expiring in 2019 with claims covering the
formula and process for manufacturing our commercial formulation of Xyrem, it is possible that other companies could manufacture generic
equivalents of Xyrem in ways that are not covered by the claims of these patents.

Part of our business strategy includes the ongoing development of proprietary product improvements to Xyrem, including new and enhanced
dosage forms. However, we may not be successful in developing or obtaining FDA and other regulatory approvals of these improvements.
Although the active pharmaceutical ingredient in Xyrem and JZP-6 is a DEA scheduled compound for which a quota is required and the FDA
has required a risk management program for its distribution, and therefore generic competition may be more difficult and expensive than it might
be for other products not requiring a risk management program for distribution, our competitors will not be prevented from introducing a generic
equivalent. We have filed a patent application with claims covering the method for distributing sodium oxybate using a centralized distribution
system, but we cannot assure you that this patent will issue or, if issued, whether it will provide any significant protection of Xyrem from
generic competition.

Luvox CR is covered by a patent application filed by Elan with claims covering the orally administered extended release formulation of
fluvoxamine. This patent may not issue, and even if this patent issues, it is possible that other companies could manufacture similar or
therapeutically equivalent products in ways that are not covered by the claims of the patent. Further, there may be other patents that we are not
aware of that cover some aspect of the Luvox CR formulation and that would prevent launch of the product or require us to pay royalties or other
forms of consideration.

After the introduction of a generic competitor, a significant percentage of the prescriptions written for a product generally may be filled with the
generic version at the pharmacy, resulting in a loss in sales of the branded product, including for indications for which the generic version has
not been approved for marketing by the FDA. Generic competition often results in decreases in the prices at which branded products can be sold.
In addition, legislation enacted in the United States allows for, and in a few instances in the absence of specific instructions from the prescribing
physician mandates, the use of generic products rather than branded products where a generic equivalent is available. Generic competition for
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We may not be able to enter into acceptable agreements to commercialize our products in international markets.

If appropriate regulatory approvals are obtained, we generally intend to commercialize our products in most markets outside of the United States
through arrangements with third parties. If we decide to sell our products in markets outside of the United States, we may not be able to enter
into any arrangements on acceptable terms, or at all. In addition, these arrangements could result in lower levels of income to us than if we
promoted our products directly in international markets. If we choose to market our products directly in markets outside of the United States, we
may not be able to develop an effective international sales force. If we fail to enter into marketing arrangements for our products and are unable
to develop an effective international sales force, our ability to generate revenues outside of the United States would be limited. In either case, our
marketing efforts (and those of our partners) outside of the United States may be subject to regulatory requirements and politico-economic
climates that are dissimilar to those in the United States and which could impose unforeseen costs or restrictions on us or our partners.

We may not be able to successfully acquire or in-license additional products or product candidates as part of growing our business.

In order to grow our business, we intend to acquire or in-license additional products and product candidates that we believe have significant
commercial potential. Any growth through acquisitions or in-licensing will be dependent upon the continued availability of suitable acquisition
or in-license products and product candidates at favorable prices and upon advantageous terms and conditions. Even if such opportunities are
present, we may not be able to successfully identify products or product candidates suitable for potential acquisition or in-licensing. Other
companies, many of which may have substantially greater financial, marketing and sales resources, compete with us for the right to acquire and
in-license such products or product candidates.

We currently have a small sales organization. If we are unable to appropriately expand our specialty sales force and sales organization in the
United States to promote additional products, the commercial opportunity for our products may be diminished.

Our sales force is currently comprised of 55 sales professionals. Our potential future commercial products, including Luvox CR and JZP-6, will
require an expanded sales force and a significant sales support organization, and we will need to commit significant additional management and
other resources to the growth of our sales organization before the commercial launch of those product candidates. We may not be able to achieve
the necessary growth in a cost-effective manner or realize a positive return on our investment. We will also have to compete with other
pharmaceutical and life sciences companies to recruit, hire, train and retain sales and marketing personnel. If we elect to rely on third parties to
sell our products in the United States, we may receive less revenues or incur more expense than if we sold our products directly. In addition, we
may have little or no control over the sales efforts of those third parties. If we are unable to appropriately expand our sales force or collaborate
with third parties to sell our products, our ability to generate revenues would be adversely affected.

If we fail to attract and retain key personnel, or to retain our executive management team, we may be unable to successfully develop or
commercialize our products.

Our success depends in part on our continued ability to attract, retain and motivate highly qualified personnel and on our ability to develop and
maintain important relationships with leading academic institutions, clinicians and scientists. We are highly dependent upon our executive
management team. The loss of services of any one or more of our members of executive management team or other key personnel could delay or
prevent the successful completion of some of our key activities.
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our executive management team have employment contracts with us through February 2009, each member of our executive management team
and each of our other key employees may terminate his or her employment at any time without notice and without cause or good reason.

We will need to increase the size of our organization, and we may experience difficulties in managing growth.

We are a small company with 203 full-time employees as of March 31, 2007, approximately 36% of whom joined us in the last 12 months. To
continue our commercialization and development activities, we will need to expand our employee base for managerial, operations, development,
regulatory, sales, marketing, financial and other functions. It is particularly difficult to recruit new employees to the San Francisco Bay Area,
where our offices are located, in large part due to high housing costs. If we cannot recruit qualified employees when we need them, our key
activities could be delayed. Growth will impose significant added responsibilities on members of management, including the need to identify,
recruit, maintain and integrate additional employees, particularly with respect to the expansion of our sales and marketing organization and
related functions for the potential commercialization of Luvox CR and JZP-6. Our future financial performance and our ability to commercialize
our products and to compete effectively will depend, in part, on our ability to manage any growth effectively, and our failure to do so could
adversely affect our business, financial condition, results of operations and growth prospects.

Our offices are located near known earthquake fault zones, and the occurrence of an earthquake or other catastrophic disaster could
damage our facilities, which could adversely affect our operations.

Our offices are located in the San Francisco Bay Area, near known earthquake fault zones and are therefore vulnerable to damage from
earthquake. In October 1989, a major earthquake in our area caused significant property damage and a number of fatalities. We are also
vulnerable to damage from other disasters such as power loss, fire, floods and similar events. If a significant disaster occurs, our ability to
continue our operations could be seriously impaired and we may not have adequate insurance to cover any resulting losses. Any significant
unrecoverable losses could seriously impair our operations and financial conditions.

Risks Related to Our Intellectual Property

It is difficult and costly to protect our proprietary rights, and we may not be able to ensure their protection.

Our commercial success will depend in part on obtaining and maintaining patent protection and trade secret protection of our product candidates,
their use and the methods used to manufacture them, as well as successfully defending these patents against third party challenges. Our ability to
protect our product candidates from unauthorized making, using, selling, offering to sell or importation by third parties is dependent upon the
extent to which we have rights under valid and enforceable patents, or have trade secrets that cover these activities.

The patent position of pharmaceutical companies can be highly uncertain and involve complex legal and factual questions for which important
legal principles remain unresolved. Changes in either the patent laws or in interpretations of patent laws in the United States and other countries
may diminish the value of our intellectual property. Even if we are able to obtain patents covering our products and product candidates, any
patent may be challenged, invalidated, held unenforceable or circumvented. The existence of a patent will not necessarily prevent other
companies from developing similar or therapeutically equivalent products or protect us from claims of third parties that our products infringe
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patents, produce similar products that do not infringe our patents, or manufacture products in countries where we have not applied for patent
protection or that do not respect our patents. Accordingly, we cannot predict the breadth of claims that may be allowed or enforced in our
patents, our licensed patents or in third party patents.
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The degree of future protection to be afforded by our proprietary rights is uncertain because legal means afford only limited protection and may
not adequately protect our rights or permit us to gain or keep our competitive advantage. For example:

others may be able to make products that are similar to our product candidates but that are not covered by the claims of our patents,
or for which we are not licensed under our license agreements;

we or our licensors or partners might not have been the first to make the inventions covered by our issued patents or pending patent
applications or the pending patent applications or issued patents of our licensors or partners;

we or our licensors or partners might not have been the first to file patent applications for these inventions;

others may independently develop similar or alternative products without infringing our intellectual property rights;

our pending patent applications may not result in issued patents;

our issued patents and the issued patents of our licensors or partners may not provide us with any competitive advantages, or may be
held invalid or unenforceable as a result of legal challenges by third parties;

we may not develop additional proprietary products that are patentable; or

the patents of others may have an adverse effect on our business.

We also may rely on trade secrets and other unpatented proprietary information to protect our technology, especially where we do not believe
patent protection is appropriate or obtainable. However, trade secrets are difficult to protect. Although we use reasonable efforts to protect our
trade secrets and other unpatented proprietary information, our employees, consultants, advisors and partners may unintentionally or willfully
disclose our proprietary information to competitors, and we may not have adequate remedies for such disclosures. If our employees, consultants,
advisors and partners develop inventions or processes independently, or jointly with us, that may be applicable to our products under
development, disputes may arise about ownership or proprietary rights to those inventions and processes. Enforcing a claim that a third party
illegally obtained and is using any of our inventions or trade secrets is expensive and time consuming, and the outcome is unpredictable. In
addition, courts outside of the United States are sometimes less willing to protect trade secrets. Moreover, our competitors may independently
develop equivalent knowledge, methods and know-how.

Our research and development collaborators may have rights to publish data and other information to which we have rights. In addition, we
sometimes engage individuals or entities to conduct research that may be relevant to our business. While the ability of these individuals or
entities to publish or otherwise publicly disclose data and other information generated during the course of their research is subject to contractual
limitations, these contractual provisions may be insufficient or inadequate to protect our trade secrets and may impair our patent rights. If we do
not apply for patent protection prior to such publication, or if we cannot otherwise maintain the confidentiality of our innovations and other
confidential information, then our ability to obtain patent protection or protect our proprietary information may be jeopardized. Moreover, a
dispute may arise with our research and development collaborators over the ownership of rights to jointly developed intellectual property. Such
disputes, if not successfully resolved, could lead to a loss of rights and possibly prevent us from pursuing certain new products or product
candidates.
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We may incur substantial costs as a result of litigation or other proceedings relating to patent and other intellectual property rights and we
may be unable to protect our rights to, or commercialize, our products.

Our ability, and that of our partners, to commercialize any approved products will depend, in part, on our ability to obtain patents, enforce those
patents and operate without infringing the proprietary rights of third
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parties. The patent positions of pharmaceutical companies can be highly uncertain and involve complex legal and factual questions. We have
filed multiple U.S. patent applications and foreign counterparts, and may file additional U.S. and foreign patent applications related thereto.
There can be no assurance that any issued patents we own or control will provide sufficient protection to conduct our business as presently
conducted or as proposed to be conducted. Moreover, in part because of prior research performed and patent applications submitted in the same
manner or similar fields, there can be no assurance that any patents will issue from the patent applications owned by us, or that we will remain
free from infringement claims by third parties.

If we choose to go to court to stop someone else from pursuing the inventions claimed in our patents or in or our licensed patents or those of our
partners, that individual or company has the right to ask the court to rule that these patents are invalid and/or should not be enforced against that
third party. These lawsuits are expensive and would consume time and other resources even if we were successful in stopping the infringement
of these patents. In addition, there is a risk that the court will decide that these patents are not valid and that we do not have the right to stop the
other party from using the inventions. There is also the risk that, even if the validity of these patents is upheld, the court will refuse to stop the
other party on the ground that the other party s activities do not infringe our rights to these patents or that it is in the public interest to permit the
infringing activity.

Furthermore, a third party may claim that we or our manufacturing or commercialization partners are using inventions covered by the third
party s patent rights and may go to court to stop us from engaging in our normal operations and activities, including making or selling our
products. Patent infringement lawsuits are costly and could affect our results of operations and divert the attention of management and
development personnel. There is a risk that a court could decide that we or our partners are infringing third party patent rights. In the event that
we or our partners are found to infringe any valid claim of a patent held by a third party, we may, among other things, be required to:

pay damages, including up to treble damages and the other party s attorneys fees, which may be substantial;

cease the development, manufacture, use and sale of our products that infringe the patent rights of others through a court-imposed
sanction such as an injunction;

expend significant resources to redesign our products so that they do not infringe others patent rights, which may not be possible;

discontinue manufacturing or other processes incorporating infringing technology; or

obtain licenses to the infringed intellectual property, which may not be available to us on acceptable terms, or at all.

The pharmaceutical and life sciences industry has produced a proliferation of patents, and it is not always clear to industry participants,
including us, which patents cover various types of products or methods. The coverage of patents is subject to interpretation by the courts, and the
interpretation is not always uniform. If we are sued for patent infringement, we would need to demonstrate that our products or methods do not
infringe the patent claims of the relevant patent and/or that the patent claims are invalid or unenforceable and we may not be able to do this.
Proving invalidity, in particular, is difficult since it requires a showing of clear and convincing evidence to overcome the presumption of validity
enjoyed by issued patents in the United States.
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Because some patent applications in the United States may be maintained in secrecy until the patents are issued, because patent applications in
the United States and many foreign jurisdictions are typically not published until 18 months after filing, and because publications in the

scientific literature often lag behind actual discoveries, we cannot be certain that others have not filed patent applications for inventions covered
by our licensors or our issued patents or pending applications, or that we or our licensors were the first inventors. Our competitors may have
filed, and may in the future file, patent applications covering subject matter similar to ours. Any such patent application may have priority over
our or our licensors patents or applications and could further require us to obtain rights to issued patents covering such subject matter. If another
party has filed a U.S. patent
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application on inventions similar to ours, we may have to participate in an interference proceeding declared by the U.S. Patent and Trademark
Office to determine priority of invention in the United States. The costs of these proceedings could be substantial, and it is possible that such
efforts would be unsuccessful, resulting in a loss of our U.S. patent position with respect to such inventions.

Some of our competitors may be able to sustain the costs of complex patent litigation more effectively than we can because they have
substantially greater resources. In addition, any uncertainties resulting from the initiation and continuation of any litigation could have a material
adverse effect on our ability to raise the funds necessary to continue our operations.

Risks Related to Our Industry

The regulatory approval process is expensive, time consuming and uncertain and may prevent us or our partners from obtaining approvals
for the commercialization of some or all of our product candidates.

The research, testing, manufacturing, selling and marketing of pharmaceutical products are subject to extensive regulation by FDA and other
regulatory authorities in the United States and other countries, and regulations differ from country to country. Approval in the United States, or
in any jurisdiction, does not ensure approval in other jurisdictions. The regulatory approval process is lengthy, expensive and uncertain, and we
may be unable to obtain approval for our products. We are not permitted to market our product candidates in the United States until we receive
approval from the FDA, generally of an NDA. The NDA must contain, among other things, data to demonstrate that the drug is safe and
effective for its intended uses and that it will be manufactured to appropriate quality standards. Obtaining approval of an NDA can be a lengthy,
expensive and uncertain process, and the FDA has substantial discretion in the approval process. In addition, failure to comply with FDA and
other applicable U.S. and foreign regulatory requirements may subject our company to administrative or judicially imposed sanctions, including
warning letters, untitled letters, civil and criminal penalties, injunctions, product seizure or detention, product recalls, total or partial suspension
of production and refusal to approve pending NDAs or supplements to approved NDAs. If we are unable to obtain regulatory approval of our
product candidates, we will not be able to commercialize them and recoup our research and development costs.

Even if we receive regulatory approval for our product candidates, we will be subject to ongoing significant regulatory obligations and
oversight, which may result in significant additional expense and limit our ability to commercialize our products.

If we receive regulatory approvals to sell our products, the FDA and foreign regulatory authorities may impose significant restrictions on the
indicated uses or marketing of our products, or impose requirements for burdensome post-approval study commitments. The terms of any
product approval, including labeling, may be more restrictive than we desire and could affect the marketability of the product or otherwise
reduce the size of the potential market for that product. Following any regulatory approval of our products, we will be subject to conti