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PART I. FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements:

 
ALKERMES PLC AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(unaudited)

 
  

September  30,
 

March 31,
 

  
2012

 
2012

 

  

(In thousands, except share and per share
amounts)

 

ASSETS
     

CURRENT ASSETS:
     

Cash and cash equivalents
 

$ 132,418
 

$ 83,601
 

Investments — short-term
 

67,033
 

106,846
 

Receivables
 

101,998
 

96,381
 

Inventory
 

40,887
 

39,759
 

Prepaid expenses and other current assets
 

12,583
 

12,566
 

Total current assets
 

354,919
 

339,153
 

PROPERTY, PLANT AND EQUIPMENT, NET
 

295,374
 

302,995
 

INTANGIBLE ASSETS, NET
 

596,864
 

617,845
 

GOODWILL
 

92,740
 

92,740
 

INVESTMENTS — LONG-TERM
 

8,726
 

55,691
 

OTHER ASSETS
 

21,924
 

26,793
 

TOTAL ASSETS
 

$ 1,370,547
 

$ 1,435,217
 

      
LIABILITIES AND SHAREHOLDERS’ EQUITY

     

CURRENT LIABILITIES:
     

Accounts payable and accrued expenses
 

$ 58,406
 

$ 79,154
 

Deferred revenue — current
 

3,582
 

6,910
 

Long-term debt — current
 

6,750
 

3,100
 

Total current liabilities
 

68,738
 

89,164
 

LONG-TERM DEBT
 

363,847
 

441,360
 

DEFERRED REVENUE — LONG-TERM
 

8,845
 

7,578
 

DEFERRED TAX LIABILITIES — LONG-TERM
 

33,568
 

34,512
 

OTHER LONG-TERM LIABILITIES
 

10,541
 

8,751
 

Total liabilities
 

485,539
 

581,365
 

      
COMMITMENTS AND CONTINGENCIES (Note 15)

     

      
SHAREHOLDERS’ EQUITY:

     

Preferred stock, par value, $0.01 per share; 50,000,000 shares authorized; zero issued and outstanding at
September 30, 2012 and March 31, 2012, respectively

 

—
 

—
 

Ordinary shares, par value, $0.01 per share; 450,000,000 shares authorized; 131,805,348 and
130,212,530 shares issued; 131,567,817 and 130,177,452 shares outstanding at September 30, 2012
and March 31, 2012, respectively

 

1,315
 

1,300
 

Treasury stock, at cost (237,531 and 35,078 shares at September 30, 2012 and March 31, 2012,
respectively)

 

(3,894) (571)
Additional paid-in capital

 

1,409,562
 

1,380,742
 

Accumulated other comprehensive loss
 

(2,795) (2,713)
Accumulated deficit

 

(519,180) (524,906)
Total shareholders’ equity

 

885,008
 

853,852
 

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY
 

$ 1,370,547
 

$ 1,435,217
 

 



The accompanying notes are an integral part of these condensed consolidated financial statements.
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ALKERMES PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE (LOSS) INCOME

(unaudited)
 
  

Three Months Ended
 

Six Months Ended
 

  
September 30,

 
September 30,

 

  
2012

 
2011

 
2012

 
2011

 

  
(In thousands, except per share amounts)

 

REVENUES:
         

Manufacturing and royalty revenues
 

$ 107,327
 

$ 54,039
 

$ 245,707
 

$ 102,979
 

Product sales, net
 

15,192
 

9,887
 

27,564
 

19,573
 

Research and development revenue
 

1,459
 

8,052
 

2,946
 

11,309
 

Total revenues
 

123,978
 

71,978
 

276,217
 

133,861
 

EXPENSES:
         

Cost of goods manufactured and sold
 

41,491
 

17,530
 

83,561
 

33,749
 

Research and development
 

35,088
 

28,160
 

72,894
 

56,210
 

Selling, general and administrative
 

31,428
 

36,234
 

61,212
 

67,731
 

Amortization of acquired intangible assets
 

10,547
 

1,817
 

20,981
 

1,817
 

Total expenses
 

118,554
 

83,741
 

238,648
 

159,507
 

OPERATING INCOME (LOSS)
 

5,424
 

(11,763) 37,569
 

(25,646)
OTHER (EXPENSE), NET:

         

Interest income
 

216
 

383
 

515
 

885
 

Interest expense
 

(22,648) (7,561) (32,818) (7,561)
Other income, net

 

723
 

336
 

1,646
 

425
 

Total other (expense), net
 

(21,709) (6,842) (30,657) (6,251)
(LOSS) INCOME BEFORE INCOME TAXES

 

(16,285) (18,605) 6,912
 

(31,897)
INCOME TAX PROVISION

 

422
 

3,650
 

1,186
 

3,596
 

NET (LOSS) INCOME
 

$ (16,707) $ (22,255) $ 5,726
 

$ (35,493)
          
(LOSS) EARNINGS PER ORDINARY SHARE:

         

Basic
 

$ (0.13) $ (0.22) $ 0.04
 

$ (0.36)
Diluted

 

$ (0.13) $ (0.22) $ 0.04
 

$ (0.36)
          
WEIGHTED AVERAGE NUMBER OF ORDINARY SHARES

OUTSTANDING:
         

Basic
 

131,067
 

102,474
 

130,753
 

99,578
 

Diluted
 

131,067
 

102,474
 

135,589
 

99,578
 

          
COMPREHENSIVE (LOSS) INCOME:

         

Net (loss) income
 

$ (16,707) $ (22,255) $ 5,726
 

$ (35,493)
Unrealized gains (losses) on marketable securities, net of tax:

         

Holding gains (losses), net of tax of none in the three and six months
ended September 30, 2012 and $111 and $202 in the three and six
months ended September 30, 2011, respectively

 

567
 

(188) 426
 

341
 

Less: Reclassification adjustment for gains included in net (loss)
income

 

(1,030) —
 

(1,030) —
 

Unrealized (losses) gains on marketable securities
 

(463) (188) (604) 341
 

Unrealized gains (losses) on derivative contracts:
         

Unrealized losses on derivative contracts
 

—
 

(244) (72) (244)
Less: Reclassification adjustment for losses included in net (loss)

income
 

594
 

—
 

594
 

—
 

Unrealized gains (losses) on derivative contracts
 

594
 

(244) 522
 

(244)
COMPREHENSIVE (LOSS) INCOME

 

$ (16,576) $ (22,687) $ 5,644
 

$ (35,396)
 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ALKERMES PLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
 

  
Six Months Ended

 

  
September 30,

 

  
2012

 
2011

 

  
(In thousands)

 
     



CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss)

 

$ 5,726
 

$ (35,493)
Adjustments to reconcile net income (loss) to cash flows from operating activities:

     

Depreciation and amortization
 

36,829
 

6,377
 

Share-based compensation expense
 

18,609
 

12,712
 

Deferred income taxes
 

(944) (9,664)
Excess tax benefit from share-based compensation

 

(387) (3,127)
Loss on debt refinancing transaction

 

12,129
 

—
 

Prepayment penalty in connection with debt refinancing
 

(2,800) —
 

Principal payments on long-term debt attributable to original issue discount
 

(2,657) —
 

Other non-cash charges
 

4,385
 

719
 

Changes in assets and liabilities, excluding the effect of acquisitions:
     

Receivables
 

(5,617) 733
 

Inventory, prepaid expenses and other assets
 

(3,111) (11,921)
Accounts payable and accrued expenses

 

(17,422) 23,921
 

Deferred revenue
 

(2,060) 189
 

Other long-term liabilities
 

2,368
 

—
 

Cash flows provided by (used in) operating activities
 

45,048
 

(15,554)
CASH FLOWS FROM INVESTING ACTIVITIES:

     

Purchase of property, plant and equipment
 

(11,206) (3,654)
Sales of property, plant and equipment

 

17
 

3
 

Acquisition of Elan Drug Technologies, net of cash acquired
 

—
 

(494,962)
Purchases of investments

 

(99,218) (134,801)
Sales and maturities of investments

 

185,392
 

240,363
 

Cash flows provided by (used in) investing activities
 

74,985
 

(393,051)
CASH FLOWS FROM FINANCING ACTIVITIES:

     

Proceeds from the issuance of ordinary shares under share-based compensation arrangements
 

9,731
 

15,326
 

Excess tax benefit from share-based compensation
 

387
 

3,127
 

Proceeds from the issuance of long-term debt
 

368,557
 

444,100
 

Employee taxes paid related to net share settlement of equity awards
 

(3,323) (3,105)
Principal payments of long-term debt

 

(446,568) —
 

Cash flows (used in) provided by financing activities
 

(71,216) 459,448
 

NET INCREASE IN CASH AND CASH EQUIVALENTS
 

48,817
 

50,843
 

CASH AND CASH EQUIVALENTS — Beginning of period
 

83,601
 

38,394
 

CASH AND CASH EQUIVALENTS — End of period
 

$ 132,418
 

$ 89,237
 

SUPPLEMENTAL CASH FLOW DISCLOSURE:
     

Cash paid for interest
 

$ 19,268
 

$ 5,877
 

Cash paid for taxes
 

$ 2,177
 

$ 15
 

Non-cash investing and financing activities:
     

Purchased capital expenditures included in accounts payable and accrued expenses
 

$ 834
 

$ 131
 

 
The accompanying notes are an integral part of these condensed consolidated financial statements.
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ALKERMES PLC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED STATEMENTS — (Unaudited)

 
1. THE COMPANY
 

Alkermes plc (the “Company”) is a fully integrated, global biopharmaceutical company that applies its scientific expertise and proprietary technologies to
develop innovative medicines that improve patient outcomes. The Company has a diversified portfolio of more than 20 commercial drug products and a
substantial clinical pipeline of product candidates that address central nervous system (“CNS”) disorders such as addiction, schizophrenia and depression.
Headquartered in Dublin, Ireland, Alkermes plc has a research and development (“R&D”) center in Waltham, Massachusetts; R&D and manufacturing
facilities in Athlone, Ireland; and manufacturing facilities in Gainesville, Georgia and Wilmington, Ohio.

 
On September 16, 2011, the business of Alkermes, Inc. and the drug technologies business (“EDT”) of Elan Corporation, plc (“Elan”) were combined

under the Company (this combination is referred to as the “Business Combination”, the “acquisition of EDT” or the” EDT acquisition”) in a transaction
accounted for as a reverse acquisition with Alkermes, Inc. treated as the accounting acquirer. As a result, the historical financial statements of Alkermes, Inc.
are included in the comparative periods. Use of the terms such as “us,” “we,” “our,” “Alkermes” or the “Company” is meant to refer to Alkermes plc and its
consolidated subsidiaries, except where the context makes clear that the time period being referenced is prior to September 16, 2011, in which case such terms
shall refer to Alkermes, Inc. and its consolidated subsidiaries. Prior to September 16, 2011, Alkermes, Inc. was an independent pharmaceutical company
incorporated in the Commonwealth of Pennsylvania and traded on the NASDAQ Global Select Stock Market under the symbol “ALKS.”

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Basis of Presentation
 

The accompanying condensed consolidated financial statements of the Company for the three and six months ended September 30, 2012 and 2011 are
unaudited and have been prepared on a basis substantially consistent with the audited financial statements for the year ended March 31, 2012. The year-end
condensed consolidated balance sheet data was derived from audited financial statements, but does not include all disclosures required by accounting
principles generally accepted in the United States of America (“U.S.”) (commonly referred to as “GAAP”). In the opinion of management, the condensed



consolidated financial statements include all adjustments, which are of a normal recurring nature, that are necessary to present fairly the results of operations
for the reported periods.

 
These financial statements should be read in conjunction with the financial statements and notes thereto of Alkermes, which are contained in the

Company’s Annual Report on Form 10-K for the year ended March 31, 2012, which has been filed with the U.S. Securities and Exchange Commission
(“SEC”). The results of the Company’s operations for any interim period are not necessarily indicative of the results of the Company’s operations for any
other interim period or for a full fiscal year.

 
Principles of Consolidation
 

The condensed consolidated financial statements include the accounts of Alkermes plc and its wholly-owned subsidiaries: Alkermes Ireland Holdings
Limited, Alkermes Pharma Ireland Limited, Alkermes U.S. Holdings, Inc., Alkermes, Inc., Eagle Holdings USA, Inc., Alkermes Gainesville LLC, Alkermes
Controlled Therapeutics, Inc., Alkermes Europe, Ltd., Alkermes Finance Ireland Limited, Alkermes Finance S.A R.L., Alkermes Finance Ireland (No. 2)
Limited and Alkermes Science One Limited. Intercompany accounts and transactions have been eliminated.
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ALKERMES PLC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED STATEMENTS — (Continued)

 
Use of Estimates
 

The preparation of the Company’s condensed consolidated financial statements in accordance with GAAP requires management to make estimates,
judgments and assumptions that may affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets and
liabilities. On an on-going basis, the Company evaluates its estimates and judgments and methodologies, including those related to revenue recognition and
related allowances, its collaborative relationships, clinical trial expenses, the valuation of inventory, impairment and amortization of intangibles and long-
lived assets, share-based compensation, income taxes including the valuation allowance for deferred tax assets, valuation of investments and derivative
instruments, litigation and restructuring charges. The Company bases its estimates on historical experience and on various other assumptions that are believed
to be reasonable, the results of which form the basis for making judgments about the carrying values of assets and liabilities. Actual results may differ from
these estimates under different assumptions or conditions.

 
Revenue Recognition
 

During the three months ended September 30, 2012, the Company changed the way in which revenue is recognized on VIVITROL  product sales. Prior to
August 1, 2012, the Company did not have sufficient history to reasonably estimate returns related to VIVITROL shipments and therefore, the Company
deferred the recognition of revenue on shipments of VIVITROL until the product left the distribution channel. During the three months ended September 30,
2012, it was determined there was sufficient history to reliably estimate returns, and revenue on the sales of VIVITROL is now recognized upon delivery to
customers, which is the point in time the customer assumes the risks and rewards of ownership. This change in the method of revenue recognition resulted in
a one-time $1.7 million increase to “Product sales, net,” which was recognized during the three months ended September 30, 2012.

 
Based on this revised revenue recognition policy, a reserve is now estimated for future product returns on VIVITROL gross product sales. This estimate is

based on historical return rates as well as specifically identified anticipated returns due to known business conditions and product expiry dates. Return
amounts are recorded as a deduction to arrive at VIVITROL product sales, net. Once VIVITROL is returned, it is destroyed. At September 30, 2012, the
product return reserve is estimated to be 2% of product sales.

 
Segment Information

 
The Company operates as one business segment, which is the business of developing, manufacturing and commercializing medicines designed to yield

better therapeutic outcomes and improve the lives of patients with serious diseases. The Company’s chief decision maker, the Chairman and Chief Executive
Officer, reviews the Company’s operating results on an aggregate basis and manages the Company’s operations as a single operating unit.

 
Reclassifications
 

An amount equal to $3.1 million that was previously classified as “Proceeds from the issuance of ordinary shares under share-based compensation
arrangements” has been reclassified to “Employee taxes paid related to net share settlement of equity awards” in the accompanying condensed consolidated
statements of cash flows to conform to current period presentation.

 
New Accounting Pronouncements
 

From time to time, new accounting pronouncements are issued by the Financial Accounting Standards Board (“FASB”) or other standard-setting bodies
that are adopted by the Company as of the specified effective date. Unless otherwise discussed, the Company believes that the impact of recently issued
standards that are not yet effective will not have a material impact on its financial position or results of operations upon adoption.

 
In June 2011, the FASB issued guidance related to the presentation of comprehensive income. This accounting standard: (1) eliminates the option to

present the components of other comprehensive income as part of the statement of changes in stockholders’ equity; (2) requires the consecutive presentation
of the statement of net income and other comprehensive income; and (3) requires an entity to present reclassification adjustments on the face of the financial
statements from other comprehensive income to net income. The amendments in this accounting standard do not change the items that must be reported in
other comprehensive income or when an item of other comprehensive income must be reclassified to net income, nor do the amendments affect how earnings
per share is calculated or presented. This standard is required to be applied retrospectively and is effective for fiscal years and interim periods within those
years beginning after December 15, 2011. As this accounting standard only requires enhanced disclosure, the adoption of this standard did not impact the
Company’s financial position or results of operations.
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ALKERMES PLC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED STATEMENTS — (Continued)

 
3. ACQUISITIONS
 

On September 16, 2011, the Company acquired EDT from Elan in a transaction accounted for under the acquisition method of accounting for business
combinations, in exchange for $500.0 million in cash and 31.9 million ordinary shares of Alkermes Inc., valued at $525.1 million based on a stock price of
$16.46 per share on the acquisition date. EDT developed and manufactured pharmaceutical products that deliver clinical benefits to patients using EDT’s
experience and proprietary drug technologies, including the oral controlled release platform (“OCR”) and the bioavailability enhancement platform, including
EDT’s NanoCrystal  technology. The Company acquired EDT to diversify its commercialized product portfolio and pipeline candidates, enhance its financial
resources in order to invest in its proprietary drug candidates, pursue additional growth opportunities and reduce its cost of capital.

 
The purchase price allocation resulted in the following amounts being allocated to the assets acquired and liabilities assumed at the acquisition date based

upon their respective fair values summarized below (in thousands):
 

Cash
 

$ 5,225
 

Receivables
 

59,398
 

Inventory
 

29,669
 

Prepaid expenses and other current assets
 

1,806
 

Property plant and equipment
 

210,558
 

Acquired identifiable intangible assets
 

689,000
 

Goodwill
 

92,740
 

Other assets
 

4,360
 

Accounts payable and accrued expenses
 

(18,650)
Deferred tax liabilities

 

(48,448)
Other long-term liabilities

 

(584)
Total

 

$ 1,025,074
 

 
The following unaudited pro forma information presents the combined results of operations for the three and six months ended September 30, 2011 as if

the acquisition of EDT had been completed on April 1, 2011. The unaudited pro forma results do not reflect any material adjustments, operating efficiencies
or potential cost savings which may result from the consolidation of operations but do reflect certain adjustments expected to have a continuing impact on the
combined results.

 
  

Three Months Ended
 

Six Months Ended
 

  
September 30,

 
September 30,

 

(In thousands, except per share data)
 

2011
 

2011
 

      
Revenues

 

$ 121,090
 

$ 244,049
 

Net loss
 

$ (4,881) $ (7,817)
Basic and diluted loss per common share

 

$ (0.04) $ (0.06)
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ALKERMES PLC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED STATEMENTS — (Continued)

 
4. INVESTMENTS
 

Investments consist of the following:
 
    

Gross Unrealized
   

      
Losses

   

  
Amortized

   
Less than

 
Greater than

 
Estimated

 

  
Cost

 
Gains

 
One Year

 
One Year

 
Fair Value

 

      
(In thousands)

     

September  30, 2012
           

Short-term investments:
           

Available-for-sale securities:
           

U.S. government and agency debt securities
 

$ 39,494
 

$ 5
 

$ (3) $ —
 

$ 39,496
 

Corporate debt securities
 

15,059
 

54
 

—
 

—
 

15,113
 

International government agency debt securities
 

11,217
 

6
 

—
 

—
 

11,223
 

  

65,770
 

65
 

(3) —
 

65,832
 

Money market funds
 

1,201
 

—
 

—
 

—
 

1,201
 

Total short-term investments
 

66,971
 

65
 

(3) —
 

67,033
 

Long-term investments:
           

Available-for-sale securities:
           

Corporate debt securities
 

8,008
 

—
 

—
 

(482) 7,526
 

Held-to-maturity securities:
           

Certificates of deposit
 

1,200
 

—
 

—
 

—
 

1,200
 

Total long-term investments
 

9,208
 

—
 

—
 

(482) 8,726
 

Total investments
 

$ 76,179
 

$ 65
 

$ (3) $ (482) $ 75,759
 

®



            
March 31, 2012

           

Short-term investments:
           

Available-for-sale securities:
           

U.S. government and agency debt securities
 

$ 62,925
 

$ 67
 

$ (17) $ —
 

$ 62,975
 

International government agency debt securities
 

25,646
 

22
 

(2) —
 

25,666
 

Corporate debt securities
 

12,324
 

27
 

—
 

—
 

12,351
 

  

100,895
 

116
 

(19) —
 

100,992
 

Held-to-maturity securities:
           

Certificates of deposit
 

4,236
 

—
 

—
 

—
 

4,236
 

U.S. government obligations
 

417
 

—
 

—
 

—
 

417
 

  

4,653
 

—
 

—
 

—
 

4,653
 

Money market funds
 

1,201
 

—
 

—
 

—
 

1,201
 

Total short-term investments
 

106,749
 

116
 

(19) —
 

106,846
 

Long-term investments:
           

Available-for-sale securities:
           

U.S. government and agency debt securities
 

35,493
 

—
 

(70) —
 

35,423
 

International government agency debt securities
 

10,257
 

—
 

(20) —
 

10,237
 

Corporate debt securities
 

8,009
 

—
 

—
 

(660) 7,349
 

Strategic investments
 

644
 

838
 

—
 

—
 

1,482
 

  

54,403
 

838
 

(90) (660) 54,491
 

Held-to-maturity securities:
           

Certificates of deposit
 

1,200
 

—
 

—
 

—
 

1,200
 

Total long-term investments
 

55,603
 

838
 

(90) (660) 55,691
 

Total investments
 

$ 162,352
 

$ 954
 

$ (109) $ (660) $ 162,537
 

 
The Company’s strategic investments at March 31, 2012 include common stock in a public company with which the Company had a collaborative

arrangement. The Company sold this investment during the three months ended September 30, 2012 and recorded a gain of $1.2 million within “Other
income, net” in the accompanying condensed consolidated statements of operations and comprehensive (loss) income.

 
9

Table of Contents
 

ALKERMES PLC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED STATEMENTS — (Continued)

 
The proceeds from the sales and maturities of marketable securities, excluding strategic equity investments, which were primarily reinvested and resulted

in realized gains and losses, were as follows:
 

  
Six Months Ended

 

  
September 30,

 

(In thousands)
 

2012
 

2011
 

Proceeds from the sales and maturities of marketable securities
 

$ 185,392
 

$ 240,363
 

Realized gains
 

$ 273
 

$ 37
 

Realized losses
 

$ —
 

$ 11
 

 
The Company’s available-for-sale and held-to-maturity securities at September 30, 2012 had contractual maturities in the following periods:

 
  

Available-for-sale
 

Held-to-maturity
 

  
Amortized

 
Estimated

 
Amortized

 
Estimated

 

(In thousands)
 

Cost
 

Fair Value
 

Cost
 

Fair Value
 

Within 1 year
 

$ 29,294
 

$ 29,294
 

$ 1,200
 

$ 1,200
 

After 1 year through 5 years
 

44,484
 

44,064
 

—
 

—
 

Total
 

$ 73,778
 

$ 73,358
 

$ 1,200
 

$ 1,200
 

 
At September 30, 2012, the Company believed that the unrealized losses on its available-for-sale investments were temporary. The investments with

unrealized losses consisted primarily of corporate debt securities. In making the determination that the decline in fair value of these securities was temporary,
the Company considered various factors, including but not limited to: the length of time each security was in an unrealized loss position; the extent to which
fair value was less than cost; financial condition and near-term prospects of the issuers; and the Company’s intent not to sell these securities and the
assessment that it is more likely than not that the Company would not be required to sell these securities before the recovery of their amortized cost basis.

 
The Company’s investment in Acceleron Pharma, Inc. (“Acceleron”) was $8.7 million at September 30, 2012 and March 31, 2012, which was recorded

within “Other assets” in the accompanying condensed consolidated balance sheets. The Company accounts for its investment in Acceleron under the cost
method as Acceleron is a privately-held company over which the Company does not exercise significant influence. The Company will continue to monitor
this investment to evaluate whether any decline in its value has occurred that would be other-than-temporary, based on the implied value from any recent
rounds of financing completed by Acceleron, market prices of comparable public companies and general market conditions.

 
The Company’s investment in Civitas Therapeutics, Inc. (“Civitas”) was $1.4 million and $2.0 million at September 30, 2012 and March 31, 2012,

respectively, which was recorded within “Other assets” in the accompanying condensed consolidated balance sheets. The Company accounts for its
investment in Civitas under the equity method as the Company has an approximately 11% ownership position in Civitas, has a seat on the board of directors
and believes it may be able to exercise significant influence over the operating and financial policies of Civitas. During the six months ended September 30,
2012 and 2011, the Company recorded a reduction in its investment in Civitas of $0.6 million and $0.4 million, respectively, which represented the
Company’s proportionate share of Civitas’ net losses for these periods.
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ALKERMES PLC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED STATEMENTS — (Continued)

 
5. FAIR VALUE MEASUREMENTS
 

The following table presents information about the Company’s assets and liabilities that are measured at fair value on a recurring basis and indicates the
fair value hierarchy of the valuation techniques the Company utilized to determine such fair value:

 
  

September 30,
       

(In thousands)
 

2012
 

Level 1
 

Level 2
 

Level 3
 

Assets:
         

Cash equivalents
 

$ 1,201
 

$ 1,201
 

$ —
 

$ —
 

U.S. government and agency debt securities
 

39,496
 

39,496
 

—
 

—
 

Corporate debt securities
 

22,639
 

2,035
 

18,867
 

1,737
 

International government agency debt securities
 

11,223
 

3,122
 

8,101
 

—
 

Total
 

$ 74,559
 

$ 45,854
 

$ 26,968
 

$ 1,737
 

          
Liabilities:

         

Interest rate swap contract
 

$ (626) $ —
 

$ (626) $ —
 

Total
 

$ (626) $ —
 

$ (626) $ —
 

 
  

March 31,
       

  
2012

 
Level 1

 
Level 2

 
Level 3

 

Assets:
         

Cash equivalents
 

$ 1,201
 

$ 1,201
 

$ —
 

$ —
 

U.S. government and agency debt securities
 

98,398
 

98,398
 

—
 

—
 

International government agency debt securities
 

35,903
 

30,902
 

—
 

5,001
 

Corporate debt securities
 

19,700
 

—
 

14,045
 

5,655
 

Strategic equity investments
 

1,482
 

1,482
 

—
 

—
 

Interest rate cap contracts
 

20
 

—
 

20
 

—
 

Total
 

$ 156,704
 

$ 131,983
 

$ 14,065
 

$ 10,656
 

          
Liabilities:

         

Interest rate swap contract
 

$ (522) $ —
 

$ (522) $ —
 

Total
 

$ (522) $ —
 

$ (522) $ —
 

 
The Company transfers its financial assets and liabilities measured at fair value on a recurring basis between the fair value hierarchies at the end of each

reporting period. The following table illustrates the rollforward of the fair value of the Company’s investments whose fair value was determined using Level 3
inputs:

 
  

Fair
 

(In thousands)
 

Value
 

Balance, April 1, 2012
 

$ 10,656
 

Investments transferred into Level 3
 

1,579
 

Investments transferred out of Level 3
 

(10,510)
Total unrealized gains included in comprehensive loss

 

12
 

Balance, September 30, 2012
 

$ 1,737
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ALKERMES PLC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED STATEMENTS — (Continued)

 
During the six months ended September 30, 2012, there was one investment in corporate debt securities transferred from Level 2 to Level 1 as trading in

this security increased to a level such that the fair value for the security could be derived from a quoted price in an active market. There were no transfers of
any securities from Level 1 to Level 2 during the six months ended September 30, 2012.

 
During the six months ended September 30, 2012, there was one investment in corporate debt securities and one investment in international government

agency debt securities that were transferred from Level 3 to Level 2 as trading in these securities resumed during the period. Also, during the six months
ended September 30, 2012, there were two investments in corporate debt securities that were transferred from Level 2 to Level 3 as trading in these securities
ceased during the period.

 
The Company’s international government agency debt securities and corporate debt securities classified as Level 2 were initially valued at the transaction

price and subsequently valued, at the end of each reporting period, utilizing market observable data. The market observable data includes reportable trades,
benchmark yields, credit spreads, broker/dealer quotes, bids, offers, current spot rates and other industry and economic events. The Company validates the
prices developed using the market observable data by obtaining market values from other pricing sources, analyzing pricing data in certain instances and
confirming that the relevant markets are active.

 



The Company’s Level 3 securities consisted of two corporate debt securities that were not currently trading, and a third-party pricing service was used to
determine the estimated fair value of these securities. The third-party pricing service develops its estimate of fair value through a proprietary model using
variables including reportable trades and last trade date, bids and offers, trading frequency, benchmark yields, credit spreads and other industry and economic
events. The Company validates the prices provided by its third-party pricing service by reviewing their pricing methods and matrices, obtaining market values
from other pricing sources, analyzing pricing data in certain instances and confirming the activity in the relevant markets. After completing its validation
procedures, the Company did not adjust or override any fair value measurements provided by its pricing services at September 30, 2012.

 
In September and December 2011, the Company entered into interest rate cap agreements, and, in September 2011, the Company entered into an interest

rate swap agreement. These agreements are described in greater detail in Note 11, Derivative Instruments. The fair value of the Company’s interest rate cap
and interest rate swap agreements were based on an income approach, which excludes accrued interest, and takes into consideration then-current interest rates
and then-current creditworthiness of the Company or the counterparty, as applicable.

 
The carrying amounts reflected in the condensed consolidated balance sheets for cash and cash equivalents, accounts receivable, other current assets,

accounts payable and accrued expenses approximate fair value due to their short-term nature. The fair value of the remaining financial instruments not
currently recognized at fair value on the Company’s condensed consolidated balance sheets consist of the $300.0 million, seven-year term loan bearing
interest at three-Month LIBOR plus 3.5% (“Term Loan B-1”) and the $75.0 million, four-year term loan bearing interest at three-Month LIBOR plus 3.0%
(“Term Loan B-2” and together with Term Loan B-1, the “New Term Loan Facility”). The estimated fair value of these term loans, which was based on
quoted market price indications (Level 2 in the fair value hierarchy), and may not be representative of actual values that could have been or will be realized in
the future at September 30, 2012, was as follows:
 

  
Carrying

 
Estimated

 

(In thousands)
 

Value
 

Fair Value
 

Term Loan B-1
 

$ 295,970
 

$ 300,000
 

Term Loan B-2
 

$ 74,627
 

$ 75,281
 

 
6. INVENTORY
 

Inventory is stated at the lower of cost or market value. Cost is determined using the first-in, first-out method. Inventory consisted of the following:
 

  
September 30,

 
March 31,

 

(In thousands)
 

2012
 

2012
 

Raw materials
 

$ 13,803
 

$ 12,841
 

Work in process
 

9,450
 

9,569
 

Finished goods (1)
 

17,634
 

16,968
 

Consigned-out inventory (2)
 

—
 

381
 

Total inventory
 

$ 40,887
 

$ 39,759
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ALKERMES PLC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED STATEMENTS — (Continued)

 

(1)          At September 30, 2012 and March 31, 2012, the Company had $1.1 million and $1.3 million, respectively, of finished goods inventory located at its
third-party warehouse and shipping service provider.

 
(2)          At March 31, 2012, consigned-out inventory related to VIVITROL inventory in the distribution channel for which the Company had not recognized

revenue.
 
7. PROPERTY, PLANT AND EQUIPMENT
 

Property, plant and equipment consisted of the following:
 

  
September 30,

 
March 31,

 

(In thousands)
 

2012
 

2012
 

Land
 

$ 8,189
 

$ 8,189
 

Building and improvements
 

141,147
 

139,820
 

Furniture, fixture and equipment
 

191,323
 

177,729
 

Leasehold improvements
 

24,050
 

45,798
 

Construction in progress
 

37,508
 

44,766
 

Subtotal
 

402,217
 

416,302
 

Less: accumulated depreciation
 

(106,843) (113,307)
Total property, plant and equipment, net

 

$ 295,374
 

$ 302,995
 

 
The Company reclassified $11.5 million of “Furniture, fixture, and equipment” and $0.7 million of “Land” at March 31, 2012 as “Buildings and

improvements” to revise prior period presentation.
 

8. GOODWILL AND INTANGIBLE ASSETS
 

Goodwill and intangible assets consisted of the following:
 

    
September 30, 2012

 

  
Weighted

 
Gross

 
Accumulated

 
Net

 

(In thousands)
 

Amortizable Life
 

Carrying Amount
 

Amortization
 

Carrying Amount
 

Goodwill
   

$ 92,740
 

$ —
 

$ 92,740
 



          
Finite-lived intangible assets:

         

Collaboration agreements
 

12
 

$ 499,700
 

$ (33,981) $ 465,719
 

NanoCrystal technology
 

13
 

74,600
 

(3,610) 70,990
 

OCR technology
 

12
 

66,300
 

(6,145) 60,155
 

Total
   

$ 640,600
 

$ (43,736) $ 596,864
 

 
 

The Company recorded $21.0 million of amortization expense related to its intangible assets during the six months ended September 30, 2012. Based
upon the Company’s most recent analysis, the Company expects the amortization of intangible assets included within its condensed consolidated balance
sheet as of September 30, 2012 to be in the range of approximately $42.0 million to $70.0 million annually over the next five fiscal years.
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ALKERMES PLC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED STATEMENTS — (Continued)

 
9. ACCOUNTS PAYABLE AND ACCRUED EXPENSES
 

Accounts payable and accrued expenses consisted of the following:
 

  
September 30,

 
March 31,

 

(In thousands)
 

2012
 

2012
 

Accounts payable
 

$ 15,588
 

$ 18,400
 

Accrued compensation
 

13,992
 

25,023
 

Accrued interest
 

275
 

2,472
 

Accrued other
 

28,551
 

33,259
 

Total accounts payable and accrued expenses
 

$ 58,406
 

$ 79,154
 

 
10. LONG-TERM DEBT
 

Long-term debt consisted of the following:
 

  
September 30,

 
March 31,

 

(In thousands)
 

2012
 

2012
 

Term Loan B-1, due September 25, 2019
 

$ 295,970
 

$ —
 

Term Loan B-2, due September 25, 2016
 

74,627
 

—
 

First Lien Term Loan, due September 16, 2017
 

—
 

306,822
 

Second Lien Term Loan, due September 16, 2018
 

—
 

137,638
 

Total
 

370,597
 

444,460
 

Less: current portion
 

(6,750) (3,100)
Long-term debt

 

$ 363,847
 

$ 441,360
 

 
In September 2012, the Company entered into the New Term Loan Facility to refinance its $310.0 million first lien term loan facility (the “First Lien Term

Loan”) and $140.0 million second lien term loan facility (the “Second Lien Term Loan” and, together with the First Lien Term Loan, the “Term Loans”).  The
First Lien Term Loan was amended and restated to, among other things, provide for new term loans under the New Term Loan Facility, including Term Loan
B-1 and Term Loan B-2, the proceeds of which, together with cash on hand, were used to repay the balance of the Term Loans (the “Debt Refinancing”).
Term Loan B-1 has a principal balance of $300.0 million, matures on September 25, 2019, bears interest at three-month LIBOR plus 3.5% and was issued
with an original issue discount of $3.0 million. Term Loan B-2 has a principal balance of $75.0 million, matures on September 25, 2016, bears interest at
three-month LIBOR plus 3.0% and was issued with an original issue discount of $0.4 million. Under the New Term Loan Facility, LIBOR for both tranches is
subject to an interest rate floor of 1.0%. Term Loan B-1 amortizes in equal quarterly amounts of 0.25% of the original principal amount of the loan, with the
balance payable at maturity. Term Loan B-2 amortizes in equal quarterly amounts of 1.25% of the original principal amount of the loan for the first three
years after funding, with the balance payable at maturity. The New Term Loan Facility is guaranteed by certain subsidiaries of the Company (the
“Guarantors”) and is secured by a first priority lien on substantially all of the assets and properties of the Company and the Guarantors (subject to certain
exceptions and limitations).

 
Scheduled maturity with respect to the New Term Loan Facility is as follows (in thousands):
 

Fiscal Year:
   

2013
 

$ 3,375
 

2014
 

6,750
 

2015
 

6,750
 

2016
 

6,750
 

2017
 

64,875
 

Thereafter
 

286,500
 

Total
 

$ 375,000
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ALKERMES PLC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED STATEMENTS — (Continued)

 
Required quarterly principal payments of $0.8 million on Term Loan B-1 and $0.9 million on Term Loan B-2 begin on December 31, 2012. Commencing

with the completion of the Company’s fiscal year ended March 31, 2014, the Company is subject to mandatory prepayments of principal if certain excess cash
flow thresholds, as defined in the New Term Loan Facility, are met. The Company may make prepayments of principal without premium or penalty, however,
in the event that, prior to September 25, 2013, the Company prepays any of Term Loan B-1 or Term Loan B-2 pursuant to repricing transaction or an
amendment of the New Term Loan Facility that results in a repricing transaction, the Company will be subject to a prepayment premium of 1% of the amount
of the term loan being repaid or the aggregate amount of the applicable term loan outstanding immediately prior to such amendment.

 
The New Term Loan Facility has incremental facility capacity in an amount of $140.0 million, plus additional amounts as long as the Company meets

certain conditions, including a specified leverage ratio. The New Term Loan Facility includes a number of restrictive covenants that, among other things and
subject to certain exceptions and baskets, impose operating and financial restrictions on the Company and certain of its subsidiaries.  The New Term Loan
Facility also contains customary affirmative covenants and events of default. The Company was in compliance with its debt covenants at September 30, 2012.

 
The Debt Refinancing was a restructuring of the Term Loans and involved multiple lenders who were considered members of a loan syndicate. In

determining whether the Debt Refinancing was to be accounted for as a debt extinguishment or modification, the Company considered whether creditors
remained the same or changed and whether the change in debt terms was substantial. The terms of the New Term Loan Facility were considered substantially
different from the original Term Loans if the present value of the cash flows under the New Term Loan Facility was at least 10% different from the present
value of the remaining cash flows under the Term Loans (commonly referred to as the “10% Test”). The Company performed a separate 10% Test for each
individual creditor participating in the loan syndication. The loans of creditors who did not participate in the New Term Loan Facility were accounted for as a
debt extinguishment.

 
As the New Term Loan Facility has a prepayment option exercisable at any time, the Company assumed the prepayment option was exercised immediately

on the date of the refinancing for purposes of applying the 10% Test. When there was a change in principal balance for individual creditors in the Debt
Refinancing, in applying the 10% Test, the Company used the cash flows related to the lowest common principal balance between the Term Loans and the
New Term Loan Facility (commonly referred to as the “Net Method”). Under the Net Method, any principal in excess of a creditor’s rollover money was
treated as a new, separate debt issuance, and any decrease in principal was treated as a partial extinguishment of debt.

 
New costs paid to creditors and third parties in connection with the Debt Refinancing were allocated to the New Term Loan Facility and then further

allocated to each creditor. Once these costs were allocated to the individual creditors, an analysis of each creditor was performed and a determination made as
to whether the refinancing was accounted for as a debt extinguishment or modification under the 10% Test. For debt considered to be extinguished, the
unamortized deferred financing costs and unamortized original issue discount associated with the extinguished debt were expensed. For debt considered to be
modified, the unamortized deferred financing costs and unamortized original issue discount associated with the modified debt continue to be amortized, new
financing costs were expensed and new third-party fees were capitalized. For new creditors in the Debt Refinancing, new financing costs and original issue
discount fees were capitalized and will be amortized over the estimated repayment period of the new debt.

 
The Debt Refinancing resulted in a $12.1 million charge in the three months ended September 30, 2012, which was included in “Interest expense” in the

accompanying condensed consolidated statement of operations and comprehensive (loss) income and was comprised of the following (in thousands):
 

Extinguished debt:
   

Unamortized deferred financing costs
 

$ 4,600
 

Unamortized original issue discount
 

2,657
 

Modified debt:
   

Debt financing costs
 

1,967
 

Original issue discount
 

105
 

Prepayment penalty
 

2,800
 

Total
 

$ 12,129
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NOTES TO CONDENSED CONSOLIDATED STATEMENTS — (Continued)

 
At September 30, 2012, the Company’s balance of unamortized deferred financing costs and unamortized original issue discount costs were $4.6 million

and $4.4 million, respectively. These costs are being amortized to interest expense over the estimated repayment period of the new debt using the effective
interest method. During the six months ended September 30, 2012, and 2011, the Company had amortization expense of $3.0 million and $0.3 million,
respectively, related to deferred financing costs and original issue discount.

 
11. DERIVATIVE INSTRUMENTS
 

In December 2011, the Company entered into an interest rate cap agreement with Morgan Stanley Capital Services LLC (“MSCS”) at a cost of
$0.1 million to mitigate the impact of fluctuations in the three-month LIBOR rate at which the Company’s long-term debt bear interest. The interest rate cap
agreement expires in December 2013, has a notional value of $160.0 million and is not designated as a hedging instrument. The Company recorded an
immaterial amount of loss as “Other income, net” in the accompanying condensed consolidated statements of operations and comprehensive (loss) income
due to the increase in value of this contract during the six months ended September 30, 2012. At September 30, 2012, this contract has an immaterial balance
included within “Other assets” in the accompanying condensed consolidated balance sheet.

 
In September 2011, the Company entered into an interest rate cap agreement with HSBC Bank USA at a cost of less than $0.1 million to mitigate the

impact of fluctuations in the three-month LIBOR rate at which the Company’s long-term debt bear interest. The interest rate cap agreement became effective
on September 16, 2011, expires in December 2012, has a notional value of $65.0 million and is not designated as a hedging instrument. The Company
recorded an immaterial amount of loss within “Other income, net” in the accompanying condensed consolidated statements of operations and comprehensive
(loss) income due to the decline in value of this contract during the six months ended September 30, 2012. At September 30, 2012, this contract has no value.



 
In September 2011, the Company entered into an interest rate swap agreement with MSCS to mitigate the impact of fluctuations in the three-month

LIBOR rate at which the Company’s long-term debt bear interest. The interest rate swap agreement becomes effective in December 2012, expires in
December 2014 and has a notional value of $65.0 million. This contract was designated as a cash flow hedge, however, in connection with the Debt
Refinancing, the cash flow hedge was deemed to no longer be effective for accounting purposes and accordingly, the Company reclassified its unrealized
losses of $0.6 million to “Interest expense” in the accompanying condensed consolidated statement of operations and comprehensive (loss) income.  At
September 30, 2012, the interest rate swap was no longer designated as a cash flow hedge. The following table summarizes the beginning and ending
accumulated derivative loss for the interest rate swap:
 

Unrealized losses included in accumulated other comprehensive income at March 31, 2012
 

$ (522)
Unrealized losses incurred during the six months ended September 30, 2012

 

(72)
Reclassification of unrealized losses to realized losses during the six months ended September 30, 2012

 

594
 

Unrealized losses included in accumulated other comprehensive income at September 30, 2012
 

$ —
 

 
The following table summarizes the fair value and presentation in the condensed consolidated balance sheets for derivatives not designated and designated

as hedging instruments:
 
    

Fair Value
 

(In thousands)
 

Balance Sheet Location
 

September 30, 2012
 

March 31, 2012
 

Interest rate swap
 

 

     

Liability derivative not designated as a cash flow hedge
 

Other long-term liabilities
 

$ (626) —
 

Liability derivative designated as a cash flow hedge
 

Other long-term liabilities
 

$ —
 

(522)
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12. SHARE-BASED COMPENSATION
 

Share-based compensation expense consisted of the following:
 

  
Three Months Ended

 
Six Months Ended

 

  
September 30,

 
September 30,

 

(In thousands)
 

2012
 

2011
 

2012
 

2011
 

Cost of goods manufactured and sold
 

$ 1,223
 

$ 529
 

$ 2,304
 

$ 1,085
 

Research and development
 

2,348
 

2,309
 

4,658
 

4,244
 

Selling, general and administrative
 

6,876
 

4,214
 

11,647
 

7,383
 

Total share-based compensation expense
 

$ 10,447
 

$ 7,052
 

$ 18,609
 

$ 12,712
 

 
At September 30, 2012 and March 31, 2012, $0.5 million and $0.4 million, respectively, of share-based compensation cost was capitalized and recorded as

“Inventory” in the condensed consolidated balance sheets.
 

13. (LOSS) EARNINGS PER SHARE
 

Basic (loss) earnings per ordinary share is calculated based upon net (loss) income available to holders of ordinary shares divided by the weighted average
number of shares outstanding. For the calculation of diluted (loss) earnings per ordinary share, the Company uses the weighted average number of ordinary
shares outstanding, as adjusted for the effect of potential outstanding shares, including stock options and restricted stock units.

 
  

Three Months Ended
 

Six Months Ended
 

  
September 30,

 
September 30,

 

(In thousands)
 

2012
 

2011
 

2012
 

2011
 

Numerator:
         

Net (loss) income
 

$ (16,707) $ (22,255) $ 5,726
 

$ (35,493)
Denominator:

         

Weighted average number of ordinary shares outstanding
 

131,067
 

102,474
 

130,753
 

99,578
 

Effect of dilutive securities:
         

Stock options
 

—
 

—
 

3,604
 

—
 

Restricted stock units
 

—
 

—
 

1,232
 

—
 

Dilutive ordinary share equivalents
 

—
 

—
 

4,836
 

—
 

Shares used in calculating diluted (loss) earnings per share
 

131,067
 

102,474
 

135,589
 

99,578
 

 
The following potential ordinary equivalent shares have not been included in the net (loss) income per ordinary share calculations because the effect

would have been anti-dilutive.
 

  
Three Months Ended

 
Six Months Ended

 

  
September 30,

 
September 30,

 

(In thousands)
 

2012
 

2011
 

2012
 

2011
 

Stock options
 

9,986
 

8,084
 

6,472
 

8,076
 

Restricted stock units
 

1,238
 

1,457
 

—
 

1,555
 

Total
 

11,224
 

9,541
 

6,472
 

9,631
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14. INCOME TAXES
 

The Company recorded an income tax provision of $0.4 million and $1.2 million for the three and six months ended September 30, 2012, respectively, and
an income tax provision of $3.7 million and $3.6 million for the three and six months ended September 30, 2011, respectively. The tax provision of $0.4
million and $1.2 million in the three and six months ended September 30, 2012 primarily related to foreign taxes on income and was prepared on a discrete
quarterly and year-to-date basis, respectively, as the yearly effective tax rate was not considered a reliable estimate for the current quarter and year-to-date
provision. The income tax provision in the three and six months ended September 30, 2011 primarily related to a $13.2 million current tax expense on the
taxable transfer of the BYDUREON  intellectual property from the U.S. to Ireland and a deferred tax benefit of $9.5 million in connection with the Business
Combination, as the Company recorded a U.S. deferred tax liability in purchase accounting allowing for the partial release of an existing valuation allowance.

 
The Company records a deferred tax asset or liability based on the difference between the financial statement and tax basis of its assets and liabilities, as

measured by enacted jurisdictional tax rates assumed to be in effect when these differences reverse. As of September 30, 2012, the Company determined,
based on the weight of all available evidence, that it is not more likely than not that its remaining U.S. and Irish deferred tax assets will be realized and hence
a valuation allowance was recorded on the net deferred tax asset.

 
15. COMMITMENTS AND CONTINGENCIES
 

From time to time, the Company may be subject to legal proceedings and claims in the ordinary course of business. The Company is not aware of any
current proceedings or claims that it believes will have, individually or in the aggregate, a material adverse effect on its business, financial condition or results
of operations.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
 

The following discussion should be read in conjunction with our condensed consolidated financial statements and related notes beginning on page 3 of
this Quarterly Report on Form 10-Q (“Form 10-Q”), and Management’s Discussion and Analysis of Financial Condition and Results of Operations and the
financial statements and notes thereto included in the Annual Report on Form 10-K for the year ended March 31, 2012 (the “Annual Report”), which has been
filed with the Securities and Exchange Commission (“SEC”).

 
On September 16, 2011, the business of Alkermes, Inc. and the drug technologies business (“EDT”) of Elan Corporation, plc (“Elan”) were combined

under Alkermes plc (this combination is referred to as the “Business Combination,” the “acquisition of EDT” or the “EDT acquisition”). Use of the terms
such as “us,” “we,” “our,” “Alkermes” or the “Company” in this Form 10-Q is meant to refer to Alkermes plc and its consolidated subsidiaries, except where
the context makes clear that the time period being referenced is prior to September 16, 2011, in which case such terms shall refer to Alkermes, Inc. and its
consolidated subsidiaries. Prior to September 16, 2011, Alkermes, Inc. was an independent pharmaceutical company incorporated in the Commonwealth of
Pennsylvania and traded on the NASDAQ Global Select Stock Market (the “NASDAQ”) under the symbol “ALKS.”

 
Alkermes plc is a fully integrated, global biopharmaceutical company that applies its scientific expertise and proprietary technologies to develop

innovative medicines that improve patient outcomes. We have a diversified portfolio of more than 20 commercial drug products and a clinical pipeline of
product candidates that address central nervous system (“CNS”) disorders such as addiction, schizophrenia and depression. Headquartered in Dublin, Ireland,
we have a research and development (“R&D”) center in Waltham, Massachusetts; R&D and manufacturing facilities in Athlone, Ireland; and manufacturing
facilities in Gainesville, Georgia and Wilmington, Ohio.

 
We leverage our formulation expertise and proprietary product platforms to develop, both with partners and on our own, innovative and competitively

advantaged medications that can enhance patient outcomes in major therapeutic areas. We enter into select collaborations with pharmaceutical and
biotechnology companies to develop significant new product candidates, based on existing drugs and incorporating our proprietary product platforms. In
addition, we apply our innovative formulation expertise and drug development capabilities to create our own new, proprietary pharmaceutical products.

 
Forward-Looking Statements
 

This document contains and incorporates by reference “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934. In some cases, these statements can be identified by the use of forward-looking terminology such as
“may,” “will,” “could,” “should,” “would,” “expect,” “anticipate,” “continue” or other similar words. These statements discuss future expectations, contain
projections of results of operations or of financial condition, or state trends and known uncertainties or other forward looking information. Forward-looking
statements in this Form 10-Q include, without limitation, statements regarding:
 
·                  our expectations regarding our financial performance, including revenues, expenses, gross margins, liquidity, capital expenditures and income taxes;
 
·                  our expectations regarding the commercialization of our products;
 
·                  our expectations regarding our products, including the development, regulatory review (including expectations about regulatory approval and regulatory

timelines) and therapeutic and commercial potential of such products and the costs and expenses related thereto;
 
·                  our expectations regarding the initiation, timing and results of clinical trials of our products;
 
·                  our expectations regarding the competitive landscape, and changes therein, related to our products;
 

®



·                  our expectations regarding our collaborations and other significant agreements relating to our products;
 
·                  our expectations regarding the impact of new accounting pronouncements;
 
·                  our expectations regarding our intellectual property rights, ability to protect our intellectual property rights and not infringe upon third-party intellectual

property rights;
 
·                  our expectations regarding near-term changes in the nature of our market risk exposures or in management’s objectives and strategies with
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respect to managing such exposures; and
 
·                  our expectations regarding future capital requirements and capital expenditures and our ability to finance our operations and capital requirements.

 
You are cautioned that forward-looking statements are based on current expectations and are inherently uncertain. Actual performance and results of

operations may differ materially from those projected or suggested in the forward-looking statements due to various risks and uncertainties, including the
risks and uncertainties described or discussed in this Form 10-Q and in our Annual Report (including, without limitation, in Item 1A — “Risk Factors”
thereof).

 
The forward-looking statements contained and incorporated herein represent our judgment as of the date of this Form 10-Q, and we caution readers not to

place undue reliance on such statements. The information contained in this Form 10-Q is provided by us as of the date of this Form 10-Q and, except as
required by law, we do not undertake any obligation to update any forward-looking statements contained in this document as a result of new information,
future events or otherwise.

 
Executive Summary
 

On September 16, 2011, in connection with the Business Combination, we paid Elan $500.0 million in cash and issued Elan 31.9 million ordinary shares,
which had a fair value of $525.1 million on the closing date of the Merger, for the EDT business. The Business Combination was accounted for using the
acquisition method of accounting for business combinations with Alkermes, Inc. being treated as the accounting acquirer under accounting principles
generally accepted in the United States (“U.S.”) (“GAAP”). As a result, the operating results of Alkermes, Inc. are included for all periods being presented,
whereas the operating results of the acquiree, EDT, are included only after the date of acquisition.

 
Net loss for the three months ended September 30, 2012, was $16.7 million or $0.13 per ordinary share— basic and diluted, as compared to a net loss of

$22.3 million, or $0.22 per ordinary share— basic and diluted for the three months ended September 30, 2011. Net income for the six months ended
September 30, 2012, was $5.7 million or $0.04 per ordinary share— basic and diluted, as compared to a net loss of $35.5 million, or $0.36 per ordinary share
— basic and diluted for the six months ended September 30, 2011.

 
Total revenues increased by 72% and 106% during the three and six months ended September 30, 2012, respectively, as compared to the three and six

months ended September 30, 2011, primarily due to the expansion of our product portfolio as a result of the Business Combination. Operating expenses
increased by 42% and 50% during the three and six months ended September 30, 2012, respectively, as compared to the three and six months ended
September 30, 2011, primarily due the inclusion of expenses associated with the former EDT business and increased clinical study costs due to the
advancement of pipeline candidates into later stages of development, partially offset by the elimination of one-time merger-related costs related to the
Business Combination.

 
In September 2012, we entered into a new term loan facility, which includes a $300.0 million, seven-year term loan bearing interest at three-month

LIBOR plus 3.5% (“Term Loan B-1”) and a $75.0 million, four-year term loan bearing interest at three-month LIBOR plus 3.0% (“Term Loan B-2” and
together with Team Loan B-1, the “New Term Loan Facility”). The New Term Loan Facility refinanced our $310.0 million first lien term loan facility (the
“First Lien Term Loan”) and the $140.0 million second lien term loan facility (the “Second Lien Term Loan” and, together with the First Lien Term Loan, the
“Term Loans”) and reduced our overall outstanding debt in the process to $375.0 million (the “Debt Refinancing”). Under the New Term Loan Facility,
LIBOR for both tranches is subject to an interest rate floor of 1.0%. We expect that the refinancing transaction will result in savings of approximately $18.0
million in cash interest annually. The Debt Refinancing resulted in a charge of $12.1 million in the three months ended September 30, 2012, which was
recorded within “Interest expense” in the accompanying condensed consolidated statement of operations and comprehensive (loss) income.
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COMMERCIAL PRODUCT PORTFOLIO
 

Our commercial products are described in the table below, including, among other things, the territory in which the marketer has the right to sell the
product and the source of revenues for us:
 

Product
 

Indication
 

Technology
 

Territory
 

Revenue Source
 

Marketer
RISPERDAL
CONSTA

 

Schizophrenia Bipolar I
Disorder

 

Extended-release
microsphere

 

Worldwide
 

Manufacturing and
Royalty

 

Janssen

INVEGA
SUSTENNA /
XEPLION

 

Schizophrenia

 

NanoCrystal

 

Worldwide

 

Royalty

 

Janssen

AMPYRA
FAMPYRA

 

Treatment to improve
walking in patients with
multiple sclerosis (“MS”),

 

Oral Controlled
Release (“OCR”)
(MXDAS )

 

U.S.
Worldwide

 

Manufacturing and
Royalty

 

Acorda
Therapeutics, Inc.
(“Acorda”) in U.S.

®

®

®

®

®

®

®

®

®



as demonstrated by an
increase in walking speed

Biogen Idec (ex-U.S.
under sublicense from
Acorda)

BYDUREON

 

Type 2 diabetes

 

Extended-release
microsphere

 

U.S.
Worldwide

 

Royalty

 

Bristol-Myers Squibb
Company (“Bristol-
Myers”) and
AstraZeneca PLC
(“Astra Zeneca”)

VIVITROL

 

Alcohol dependence
Opioid dependence

 

Extended-release
microsphere

 

U.S.
Russia and
Commonwealth of
Independent States
(“CIS”)

 

Product sales
Manufacturing and
Royalty

 

Alkermes plc; Cilag
GmbH International
(“Cilag”)

TRICOR /
LIPANTHYL /
LIPIDIL /
SUPRALIP

 

Cholesterol lowering

 

NanoCrystal

 

Worldwide

 

Royalty

 

Abbott

ZANAFLEX
CAPSULES /
ZANAFLEX
TABLETS

 

Muscle spasticity

 

OCR (SODAS )

 

U.S.

 

Manufacturing and
Royalty

 

Acorda

AVINZA
 

Chronic moderate to
severe pain

 

OCR (SODAS)
 

U.S.
 

Manufacturing and
Royalty

 

Pfizer

EMEND

 

Nausea associated with
chemotherapy and
surgery

 

NanoCrystal

 

Worldwide

 

Manufacturing and 
Royalty

 

Merck

FOCALIN  XR/
RITALIN LA

 

Attention Deficit
Hyperactivity Disorder

 

OCR (SODAS)
 

Worldwide
 

Manufacturing and
Royalty

 

Novartis

MEGACE  ES

 

Cachexia associated with
AIDS

 

NanoCrystal

 

U.S.

 

Royalty

 

Strativa Pharmaceuticals
(a business division of
Par Pharmaceutical
Companies, Inc.)

LUVOX CR
 

Obsessive-compulsive
disorder

 

OCR (SODAS)
 

U.S.
 

Manufacturing and
Royalty

 

Jazz Pharmaceuticals plc

RAPAMUNE
 

Prevention of renal
transplant rejection

 

NanoCrystal
 

Worldwide
 

Manufacturing
 

Pfizer

NAPRELAN

 

Various mild to moderate
pain indications

 

OCR (IPDAS )

 

U.S.
Canada

 

Manufacturing

 

Shionogi; Sunovion
Pharmaceuticals Canada,
Inc.
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VERELAN /
VERELAN  PM/
VERAPAMIL PM/
VERAPAMIL SR/
UNIVER
VERECAPS /

 

Hypertension

 

OCR (SODAS)

 

Licensed on
country/region basis
throughout the world

 

Manufacturing

 

UCB Kremers-Urban
Watson; Cephalon;
Aspen; Orient
Europharma

DILZEM SR/
DILZEM XL/
DILTELAN/
ACALIX CD/
DINISOR/
TILAZEM CR/
CARDIZEM CD

 

Hypertension and/or
Angina

 

OCR (SODAS)

 

Licensed on
country/region basis
throughout the world

 

Manufacturing and
Royalty (for
CARDIZEM CD only)

 

Cephalon; Pfizer;
Roemmers; Kun Wha;
Orient Europharma;
Sanofi-Aventis

AFEDitab  CR
(AB Rated to
Adalat CC )
(Nifedipine)

 

Hypertension

 

OCR (MXDAS )

 

U.S.

 

Manufacturing

 

Watson Pharmaceutical

 
KEY COMMERCIAL PRODUCTS
 

The following five principal commercial products in our commercial product portfolio are expected to contribute meaningfully to our revenues.
 

RISPERDAL CONSTA and INVEGA SUSTENNA/XEPLION
 

RISPERDAL CONSTA and INVEGA SUSTENNA/XEPLION, which are two long-acting atypical antipsychotics, incorporate our injectable extended-
release microsphere and NanoCrystal technology, respectively. They are products of Ortho-McNeil-Janssen Pharmaceuticals, Inc. and Janssen Pharmaceutica
International, a division of Cilag International AG (“Janssen”). RISPERDAL CONSTA is the first and only long-acting, atypical antipsychotic approved by
the U.S. Food and Drug Administration (“FDA”) for the treatment of schizophrenia and for the treatment of bipolar I disorder. INVEGA
SUSTENNA/XEPLION is a once-monthly, long-acting injectable atypical antipsychotic approved by the FDA for the acute and maintenance treatment of
schizophrenia in adults.

 

®

®

®

®

®

®

®

®

®

®

®

®

®

®

®

®

®

® ®

®

®

®

®

®

®

®



AMPYRA/FAMPYRA
 

Dalfampridine extended-release tablets are marketed and sold in the U.S. under the trade name AMPYRA by Acorda. Prolonged-release fampridine
tablets are marketed and sold outside the U.S. under the trade name FAMPYRA by Biogen Idec. AMPYRA was approved by the FDA in January 2010 as a
treatment to improve walking in patients with MS as demonstrated by an increase in walking speed. Efficacy was shown in people with all four major types of
MS (relapsing remitting, secondary progressive, progressive relapsing and primary progressive). It is the first and, currently, only product to be approved for
this indication. The product incorporates our OCR technology. FAMPYRA is currently being sold by Biogen Idec in select countries outside of the U.S.
AMPYRA and FAMPYRA are manufactured by us.

 
BYDUREON
 

We collaborated with Amylin on the development of a once-weekly formulation of exenatide, BYDUREON, for the treatment of type 2 diabetes.
BYDUREON, a once-weekly formulation of exenatide, the active ingredient in Amylin’s BYETTA  (exenatide), uses our polymer-based microsphere
injectable extended-release technology.

 
On August 8, 2012, Bristol-Myers successfully completed its acquisition of Amylin. Following the acquisition, Amylin became a wholly-owned

subsidiary of Bristol-Myers. On August 9, 2012, Bristol-Myers and AstraZeneca announced the expansion of their diabetes collaboration to include the co-
development and marketing of Amylin’s portfolio of products, including BYDUREON.

 
VIVITROL

 
VIVITROL is the first and only once-monthly injectable medication for the treatment of alcohol dependence and the prevention of relapse to opioid

dependence, following opioid detoxification. The medication uses our polymer-based microsphere injectable extended-release technology to deliver and
maintain therapeutic medication levels in the body through just one injection every four weeks. We developed, and
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currently market and sell, VIVITROL in the U.S., and Cilag sells VIVITROL in Russia and other countries in the Commonwealth of Independent States
(“CIS”).

 
Other Commercial Products
 

We expect revenues from our other commercial products will decrease in the future due to existing and expected competition from generic manufacturers,
as discussed in greater detail herein.

 
KEY DEVELOPMENT PROGRAMS
 

We also have several proprietary and partnered product candidates in various stages of development.
 
We are studying ALKS 9070 for the treatment of schizophrenia. ALKS 9070 is designed to provide once-monthly dosing of a medication that converts in

vivo into aripiprazole, a molecule that is commercially available under the name ABILIFY . ALKS 9070 is our first product candidate to leverage our
proprietary LinkeRx™ product platform. A phase 3 trial to assess the efficacy, safety and tolerability of ALKS 9070 in approximately 690 patients
experiencing acute exacerbation of schizophrenia is currently on-going, and the clinical data from this study, expected by the end of calendar-year 2013, will
form the basis of a New Drug Application (“NDA”) to the FDA for ALKS 9070 for the treatment of schizophrenia.

 
ALKS 5461 is a combination of ALKS 33 and buprenorphine that we are developing to be a non-addictive therapy for the treatment of major depressive

disorder (“MDD”) in patients who have an inadequate response to standard antidepressant therapies. ALKS 5461 has also been evaluated for the treatment of
cocaine dependence. A phase 2 study is currently on-going to evaluate the efficacy and safety of ALKS 5461 when administered once daily for four weeks in
approximately 130 patients with MDD who have inadequate response to standard antidepressant therapies. Data from this study are expected in the first half
of calendar year 2013.

 
ALKS 33 is an oral opioid modulator characterized by limited hepatic metabolism and durable pharmacologic activity in modulating brain opioid

receptors. ALKS 33 is being evaluated as a potential treatment for alcohol dependence; there are currently no ongoing clinical trials of ALKS 33 for the
treatment of alcohol dependence.

 
ZOHYDRO ER™ (hydrocodone bitartrate extended-release capsules) is a novel, oral, single-entity (without acetaminophen), controlled-release

formulation of hydrocodone in development by Zogenix, Inc. (“Zogenix”) for the U.S. market. ZOHYDRO ER utilizes our oral controlled-release technology,
which potentially enables longer-lasting and more consistent pain relief with fewer daily doses than the commercially available formulations of hydrocodone.
In May 2012, Zogenix announced that it submitted an NDA to the FDA for ZOHYDRO ER, and in July 2012, Zogenix announced that the FDA accepted for
review the NDA for ZOHYDRO ER. The FDA has assigned a target action date of March 1, 2013 for the ZOHYDRO ER NDA. We have also entered into a
license and distribution agreement with Paladin Labs Inc. in respect of ZOHYDRO ER in Canada. We will earn manufacturing revenues and a royalty on U.S.
and Canadian sales of ZOHYDRO ER, if approved and when commercialized. We have maintained all rights to the product in territories outside the U.S. and
Canada and will seek to develop and license the product through commercial partnerships in those territories.

 
Results of Operations
 
Manufacturing and Royalty Revenues
 
  

Three Months Ended
 

Change
 

Six Months Ended
 

Change
 

  
September 30,

 
Favorable/

 
September 30,

 
Favorable/

 

(In millions)
 

2012
 

2011
 

(Unfavorable)
 

2012
 

2011
 

(Unfavorable)
 

Manufacturing and royalty revenues:
             

RISPERDAL CONSTA
 

$ 34.0
 

$ 44.3
 

$ (10.3) $ 70.8
 

$ 92.8
 

$ (22.0)
INVEGA SUSTENNA/XEPLION

 

16.3
 

0.6
 

15.7
 

28.1
 

0.6
 

27.5
 

       

®

®



TRICOR 145 12.5 1.8 10.7 24.5 1.8 22.7
AMPYRA/FAMPYRA

 

5.0
 

0.6
 

4.4
 

22.2
 

0.6
 

21.6
 

RITALIN LA/FOCALIN XR
 

9.1
 

1.5
 

7.6
 

20.0
 

1.5
 

18.5
 

VERELAN
 

5.8
 

1.5
 

4.3
 

11.8
 

1.5
 

10.3
 

Other
 

24.6
 

3.7
 

20.9
 

68.3
 

4.2
 

64.1
 

Manufacturing and royalty revenues
 

$ 107.3
 

$ 54.0
 

$ 53.3
 

$ 245.7
 

$ 103.0
 

$ 142.7
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Manufacturing fees are earned for the manufacture of products under arrangements with our collaborators when product is shipped to them at an agreed
upon price. Royalties are earned on our collaborators’ sales of products that incorporate our technologies. Royalties are generally recognized in the period the
products are sold by our collaborators.

 
Under our RISPERDAL CONSTA supply and license agreements with Janssen, we earn manufacturing revenues at 7.5% of Janssen’s unit net sales price

of RISPERDAL CONSTA and royalty revenues at 2.5% of Janssen’s net sales of RISPERDAL CONSTA. The decrease in RISPERDAL CONSTA
manufacturing and royalty revenues for the three months ended September 30, 2012, as compared to the three months ended September 30, 2011, was
primarily due to a 25% decrease in the quantity shipped to Janssen and a 10% decrease in royalty revenues. The decrease in royalty revenues was due to a
decrease in Janssen’s end-market sales of RISPERDAL CONSTA from $390.0 million in the three months ended September 30, 2011 to $351.0 million
during the three months ended September 30, 2012. The decrease in RISPERDAL CONSTA manufacturing and royalty revenues for the six months ended
September 30, 2012, as compared to the six months ended September 30, 2011, was primarily due to a 29% decrease in the quantity shipped to Janssen, and
an 11% decrease in royalty revenues. The decrease in royalty revenues was due to a decrease in Janssen’s end-market sales of RISPERDAL CONSTA from
$793.6 million during the six months ended September 30, 2011 to $705.8 million during the six months ended September 30, 2012.

 
We expect revenues from RISPERDAL CONSTA and INVEGA SUSTENNA/XEPLION, our long-acting atypical antipsychotic franchise, to continue to

grow, as INVEGA SUSTENNA/XEPLION is launched around the world. Under our INVEGA SUSTENNA/XEPLION agreement with Janssen, we earn
royalties on end-market sales of INVEGA SUSTENNA/XEPLION of 5% up to the first $250 million in calendar-year sales; 7% on calendar-year sales of
between $250 million and $500 million; and 9% on calendar-year sales exceeding $500 million. The royalty rate resets at the beginning of each calendar-year
to 5%. A number of companies, including us, are working to develop products to treat schizophrenia and/or bipolar disorder that may compete with
RISPERDAL CONSTA and INVEGA SUSTENNA/XEPLION. Increased competition may lead to reduced unit sales of RISPERDAL CONSTA and
INVEGA SUSTENNA/XEPLION, as well as increasing pricing pressure. Given that RISPERDAL CONSTA is covered by a patent until 2021 in the EU and
2023 in the U.S. and INVEGA SUSTENNA/XEPLION is covered by a patent until 2022 in the EU and 2019 in the U.S., we do not anticipate any generic
versions in the near-term for either of these products.

 
The increase in manufacturing and/or royalty revenues from TRICOR 145, AMPYRA/FAMPYRA, RITALIN LA/FOCALIN XR, INVEGA

SUSTENNA/XEPLION, VERELAN and the other manufacturing and royalty revenues for the three and six months ended September 30, 2012, as compared
to the three and six months ended September 30, 2011, were due to the addition of the portfolio of commercialized products from the former EDT business.
We anticipate manufacturing and royalty revenue erosion in the TRICOR 145 and RITALIN LA/FOCALIN XR franchise for fiscal year 2013 due to the
assumed entry of generic competition into the market in late-calendar 2012.

 
Included in other manufacturing and royalty revenues for the six months ended September 30, 2012 is $20.0 million of revenue related to the exercise of

an option to license certain of our intellectual property, not used in our key clinical development programs or commercial products.
 

Product Sales, net
 

Our product sales consist of sales of VIVITROL in the U.S. to wholesalers, specialty distributors and specialty pharmacies. The following table presents
the adjustments deducted from VIVITROL product sales, gross to arrive at VIVITROL product sales, net for sales of VIVITROL in the U.S. during the three
and six months ended September 30, 2012 and 2011:

 
  

Three Months Ended
 

Six Months Ended
 

  
September 30,

 
September 30,

 

(In millions)
 

2012
 

% of Sales
 

2011
 

% of Sales
 

2012
 

% of Sales
 

2011
 

% of Sales
 

Product sales, gross
 

$ 18.9
 

100.0% $ 13.3
 

100.0% $ 36.6
 

100.0% $ 27.4
 

100.0%
Adjustments to product

sales, gross:
                 

Medicaid rebates
 

(1.4) (7.4)% (1.0) (7.5)% (2.6) (7.1)% (2.2) (8.0)%
Chargebacks

 

(1.4) (7.4)% (1.0) (7.5)% (2.7) (7.4)% (2.1) (7.7)%
Product returns (1)

 

1.4
 

7.4% —
 

—% 0.5
 

1.4% (0.7) (2.6)%
Other

 

(2.3) (12.2)% (1.4) (10.6)% (4.2) (11.5)% (2.8) (10.2)%
Total adjustments

 

(3.7) (19.6)% (3.4) (25.6)% (9.0) (24.6)% (7.8) (28.5)%
Product sales, net

 

$ 15.2
 

80.4% $ 9.9
 

74.4% $ 27.6
 

(75.4)% $ 19.6
 

71.5%
 

(1)                    During the three months ended September 30, 2012, we changed the method by which we recognized revenue on VIVITROL product sales. Prior to
August 1, 2012, we did not have sufficient history to reasonably estimate returns related to VIVITROL shipments, and therefore we deferred the
recognition of revenue on shipments of VIVITROL until the product left the distribution channel. As we now have sufficient history to reliably
estimate returns, we recognize revenue on the sales of VIVITROL upon delivery to our customers and

 
24

Table of Contents
 



provide a reserve for future returns. This change in the method of revenue recognition resulted in a one-time $1.7 million increase to product sales, net,
which was recognized during the three months ended September 30, 2012.

 
The increase in product sales, gross for the three and six months ended September 30, 2012, as compared to the three and six months ended September 30,

2011, was due to a 42% and 34% increase in the number of units sold, respectively. We expect VIVITROL sales to continue to grow as we continue to
penetrate the opioid dependence indication market in the U.S.

 
We anticipate that Cilag will increase sales of VIVITROL in Russia and the CIS, which are recorded as manufacturing and royalty revenues. In addition,

there exists the potential to launch the product in other countries around the world. A number of companies, including us, are working to develop products to
treat addiction, including alcohol and opioid dependence, that may compete with VIVITROL, which may negatively impact future sales of VIVITROL.
Increased competition may lead to reduced unit sales of VIVITROL, as well as increasing pricing pressure. VIVITROL is covered by a patent that will expire
in the U.S. in 2029 and in Europe in 2021 and, as such, we do not anticipate any generic versions of this product in the near-term.

 
Research and Development Revenue
 
  

Three Months Ended
 

Change
 

Six Months Ended
 

Change
 

  
September 30,

 
Favorable/

 
September 30,

 
Favorable/

 

(In millions)
 

2012
 

2011
 

(Unfavorable)
 

2012
 

2011
 

(Unfavorable)
 

Research and development revenue
 

$ 1.5
 

$ 8.1
 

$ (6.6) $ 2.9
 

$ 11.3
 

$ (8.4)
 

R&D revenue is generally earned for services performed and milestones achieved under arrangements with our collaborators. The decrease in R&D
revenue for the three and six months ended September 30, 2012, as compared to the three and six months ended September 30, 2011, was primarily due to
milestone payments we received during the three and six months ended September 30, 2011. In July 2011, we recognized a $7.0 million milestone payment
earned upon the first sale of BYDUREON in the E.U. and, in April 2011, we recognized a $3.0 million milestone payment earned upon the receipt of
regulatory approval for VIVITROL in Russia for the opioid dependence indication.

 
Costs and Expenses
 
Cost of Goods Manufactured and Sold
 
  

Three Months Ended
 

Change
 

Six Months Ended
 

Change
 

  
September 30,

 
Favorable/

 
September 30,

 
Favorable/

 

(In millions)
 

2012
 

2011
 

(Unfavorable)
 

2012
 

2011
 

(Unfavorable)
 

Cost of goods manufactured and sold
 

$ 41.5
 

$ 17.5
 

$ (24.0) $ 83.6
 

$ 33.7
 

$ (49.9)
 

The increase in cost of goods manufactured and sold in the three months ended September 30, 2012, as compared to the three months ended
September 30, 2011, was primarily due to the increase of $28.3 million in cost of goods manufactured from the addition of EDT’s portfolio of
commercialized products, partially offset by a $1.2 million decrease in cost of goods manufactured from RISPERDAL CONSTA. The increase in cost of
goods manufactured and sold in the six months ended September 30, 2012, as compared to the six months ended September 30, 2011, was primarily due to
the increase of $58.1 million in cost of goods manufactured from the addition of EDT’s portfolio of commercialized products, partially offset by a $5.9
million decrease in cost of goods manufactured from RISPERDAL CONSTA. The decrease in cost of goods manufactured from RISPERDAL CONSTA in
the three and six months ended September 30, 2012, was due to a decrease in the quantity shipped to Janssen.

 
Research and Development Expense

 
  

Three Months Ended
 

Change
 

Six Months Ended
 

Change
 

  
September 30,

 
Favorable/

 
September 30,

 
Favorable/

 

(In millions)
 

2012
 

2011
 

(Unfavorable)
 

2012
 

2011
 

(Unfavorable)
 

Research and development expense
 

$ 35.1
 

$ 28.2
 

$ (6.9) $ 72.9
 

$ 56.2
 

$ (16.7)
 

The increase in R&D expense in the three months ended September 30, 2012, as compared to the three months ended September 30, 2011, was primarily
due to a $4.0 million increase in clinical study activity related to the ALKS 9070 program, which has both phase 3 and phase 1 studies underway, and the
addition of $4.5 million of R&D expense from the former EDT business, partially offset by a $1.0 million decrease in costs related to the ALKS 37 program.
Costs related to the ALKS 37 program decreased as we decided not to advance ALKS 37
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after the results from the phase 2b multicenter, randomized, double-blind, placebo-controlled, repeat-dose study were announced in May 2012.
 
The increase in R&D expenses in the six months ended September 30, 2012, as compared to the six months ended September 30, 2011, was primarily due

to a $15.0 million increase in clinical study activity related to the ALKS 9070 program and the addition of $9.2 million of R&D expense from the former
EDT business, partially offset by a $6.5 million decrease in costs related to the termination of the ALKS 37 program.

 
A significant portion of our R&D expenses (including laboratory supplies, travel, dues and subscriptions, recruiting costs, temporary help costs,

consulting costs and allocable costs such as occupancy and depreciation) are not tracked by project as they benefit multiple projects or our technologies in
general. Expenses incurred to purchase specific services from third parties to support our collaborative R&D activities are tracked by project and may be
reimbursed to us by our partners. We account for our R&D expenses on a departmental and functional basis in accordance with our budget and management
practices.

 
Selling, General and Administrative Expense
 
  

Three Months Ended
 

Change
 

Six Months Ended
 

Change
 

  
September 30,

 
Favorable/

 
September 30,

 
Favorable/

 

(In millions)
 

2012
 

2011
 

(Unfavorable)
 

2012
 

2011
 

(Unfavorable)
 

Selling, general and administrative
expense

 

$ 31.4
 

$ 36.2
 

$ 4.8
 

$ 61.2
 

$ 67.7
 

$ 6.5
 



 
The decrease in selling, general and administrative (“SG&A”) expense for the three and six months ended September 30, 2012, as compared to the three

and six months ended September 30, 2011, was primarily due to a $12.2 million and $20.5 million decrease in professional services expense, respectively,
partially offset by the addition of $5.9 million and $11.4 million of SG&A costs from the former EDT business, respectively. The decrease in the professional
services expense is primarily due to costs incurred in connection with the Business Combination during the three and six months ended September 30, 2011.

 
Amortization of Acquired Intangible Assets
 
  

Three Months Ended
 

Change
 

Six Months Ended
 

Change
 

  
September 30,

 
Favorable/

 
September 30,

 
Favorable/

 

(In millions)
 

2012
 

2011
 

(Unfavorable)
 

2012
 

2011
 

(Unfavorable)
 

Amortization of acquired intangible assets
 

$ 10.5
 

$ 1.8
 

$ (8.7) $ 21.0
 

$ 1.8
 

$ (19.2)
 

In connection with the Business Combination, we acquired certain amortizable intangible assets, with a fair value of $643.2 million, which are expected to
be amortized over 12 to 13 years. We amortize our amortizable intangible assets using the economic use method, which reflects the pattern that the economic
benefits of the intangible assets are consumed as revenue is generated from the underlying patent or contract. Based upon our most recent analysis, over the
next five fiscal years we expect the amortization of intangible assets included within our consolidated balance sheet as of September 30, 2012 to be in the
range of approximately $42.0 million to $70.0 million annually.

 
Other (Expense), Net
 
  

Three Months Ended
 

Change
 

Six Months Ended
 

Change
 

  
September 30,

 
Favorable/

 
September 30,

 
Favorable/

 

(In millions)
 

2012
 

2011
 

(Unfavorable)
 

2012
 

2011
 

(Unfavorable)
 

Interest income
 

$ 0.2
 

$ 0.4
 

$ (0.2) $ 0.5
 

$ 0.9
 

$ (0.4)
Interest expense

 

(22.6) (7.5) (15.1) (32.8) (7.6) (25.2)
Other income, net

 

0.7
 

0.3
 

0.4
 

1.6
 

0.4
 

1.2
 

Total other (expense), net
 

$ (21.7) $ (6.8) $ (14.9) $ (30.7) $ (6.3) $ (24.4)
 

The increase in interest expense for the three and six months ended September 30, 2012, as compared to the three and six months ended September 30,
2011, was primarily due to a $12.1 million charge we incurred in connection with the Debt Refinancing. Also included in interest expense in the three and six
months ended September 30, 2012 is a $0.6 million charge related to the loss on an interest rate swap. Prior to the Debt Refinancing, our interest rate swap
was deemed to be an effective cash flow hedge against the three-month LIBOR rate at which our Term Loans bore interest. In connection with the Debt
Refinancing, this cash flow hedge was no longer considered to be effective and we reclassified all previously unrealized losses on the hedge from
accumulated other comprehensive (loss) income to interest expense.
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We expect interest expense to decrease beyond fiscal year 2013 due to the Debt Refinancing and as the New Term Loan Facility is paid down.
 
During the three months ended September 30, 2012, we sold our remaining strategic investment, which was comprised of the common stock of a public

company with which we had a collaborative arrangement. This transaction resulted in a realized gain of $1.2 million which was recorded in “Other income,
net” in the accompanying condensed consolidated statement of operations and comprehensive (loss) income.

 
Income Tax Provision
 
  

Three Months Ended
 

Change
 

Six Months Ended
 

Change
 

  
September 30,

 
Favorable/

 
September 30,

 
Favorable/

 

(In millions)
 

2012
 

2011
 

(Unfavorable)
 

2012
 

2011
 

(Unfavorable)
 

Income tax provision
 

$ 0.4
 

$ 3.7
 

$ 3.3
 

$ 1.2
 

$ 3.6
 

$ 2.4
 

 
We recorded an income tax provision of $0.4 million and $1.2 million for the three and six months ended September 30, 2012, respectively and an income

tax provision of $3.7 million and $3.6 million for the three and six months ended September 30, 2011, respectively. The tax provision of $0.4 million and $1.2
million in the three and six months ended September 30, 2012, respectively, primarily related to foreign taxes on income and was prepared on a discrete
quarterly and year-to-date basis as the yearly effective tax rate was not considered a reliable estimate for the current quarter and year-to-date provision. The
income tax provision in the three and six months ended September 30, 2011 primarily related to a $13.2 million current tax expense on the taxable transfer of
the BYDUREON intellectual property from the U.S. to Ireland and a deferred tax benefit of $9.5 million in connection with the Business Combination, as we
recorded a U.S. deferred tax liability in purchase accounting allowing for the partial release of an existing valuation allowance.

 
We record a deferred tax asset or liability based on the difference between the financial statement and tax basis of our assets and liabilities, as measured by

enacted jurisdictional tax rates assumed to be in effect when these differences reverse. As of September 30, 2012, we determined, based on the weight of all
available evidence, that it is not more likely than not that our remaining U.S. and Irish deferred tax assets will be realized and hence a valuation allowance
was recorded on the net deferred tax asset.

 
Liquidity and Capital Resources
 

Our financial condition is summarized as follows:
 

  
September 30,

 
March 31,

 

(In millions)
 

2012
 

2012
 

Cash and cash equivalents
 

$ 132.4
 

$ 83.6
 

Investments — short-term
 

67.0
 

106.8
 

Investments — long-term
 

8.7
 

55.7
 

Total cash, cash equivalents and investments
 

$ 208.1
 

$ 246.1
 

Working capital
 

$ 286.2
 

$ 250.0
 

   



Outstanding borrowings — current and long-term $ 370.6 $ 444.5
 

Our cash flows for the six months ended September 30, 2012 and 2011 were as follows:
 

  
Six Months Ended

 

  
September 30,

 

(In millions)
 

2012
 

2011
 

Cash and cash equivalents, beginning of period
 

$ 83.6
 

$ 38.4
 

Cash provided by (used in) operating activities
 

45.0
 

(15.6)
Cash provided by (used in) investing activities

 

75.0
 

(393.0)
Cash (used in) provided by financing activities

 

(71.2) 459.4
 

Cash and cash equivalents, end of period
 

$ 132.4
 

$ 89.2
 

 
Our primary sources of liquidity are cash provided by operating activities, payments we have received under arrangements with collaborators and term

loan financing. The increase in cash provided by operating activities during the six months ended September 30, 2012, as compared to the six months ended
September 30, 2011, was due to an increase in cash provided by our customers due primarily to the
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addition of EDT’s portfolio of commercialized products, partially offset by an increase in cash used to pay our suppliers and our employees, a $13.4 million
increase in interest payments on our Term Loans and $5.5 million of payments made in connection with the Debt Refinancing. The increase in payments
made to our suppliers and our employees is primarily due to the addition of costs from the former EDT business. In connection with the Debt Refinancing, we
incurred a $2.8 million prepayment penalty, and, as the Term Loans were originally issued at a discount, we allocated $2.7 million of the total principal
repayment to the original issue discount, both of which were classified as operating activities.

 
The increase in cash flows provided by investing activities in the six months ended September 30, 2012, as compared to the six months ended

September 30, 2011, was primarily due to approximately $500 million of cash used in the purchase of the former EDT business in September 2011. The
increase in cash flows used in financing activities in the six months ended September 30, 2012, as compared to the six months ended September 30, 2011, was
primarily due to the $444.1 million of cash received upon the issuance of the Term Loans in September 2011, partially offset by the $78.0 million of net cash
used in the Debt Refinancing that was attributable to financing activities.

 
Our investments at September 30, 2012 consist of the following:
 

  
Amortized

 
Gross Unrealized

 
Estimated

 

(In millions)
 

Cost
 

Gains
 

Losses
 

Fair Value
 

Investments — short-term
 

$ 67.0
 

$ 0.1
 

$ —
 

$ 67.1
 

Investments — long-term available-for-sale
 

8.0
 

—
 

(0.5) 7.5
 

Investments — long-term held-to-maturity
 

1.2
 

—
 

—
 

1.2
 

Total
 

$ 76.2
 

$ 0.1
 

$ (0.5) $ 75.8
 

 
Our investment objectives are, first, to preserve liquidity and conserve capital and, second, to generate investment income. We mitigate credit risk in our

cash reserves by maintaining a well-diversified portfolio that limits the amount of investment exposure as to institution, maturity and investment type.
However, the value of these securities may be adversely affected by the instability of the global financial markets, which could, in turn, adversely impact our
financial position and our overall liquidity. Our available-for-sale investments consist primarily of short and long-term U.S. government and agency debt
securities, debt securities issued by foreign agencies and backed by foreign governments, and corporate debt securities. Our held-to-maturity investments
consist of investments that are restricted and held as collateral under certain letters of credit related to certain of our lease agreements.

 
We classify available-for-sale investments in an unrealized loss position, which do not mature within 12 months, as long-term investments. We have the

intent and ability to hold these investments until recovery, which may be at maturity, and it is more likely than not that we would not be required to sell these
securities before recovery of their amortized cost. At September 30, 2012, we performed an analysis of our investments with unrealized losses for impairment
and determined that they are temporarily impaired.

 
At September 30, 2012 and March 31, 2012, 2% and 7%, respectively, of our investments are valued using unobservable, or Level 3 inputs, to determine

fair value as they are not actively trading and fair values could not be derived from quoted market prices. During the six months ended September 30, 2012,
the two securities that were included in Level 3 at March 31, 2012 were transferred out of Level 3 as trading in these securities resumed during the period.
Also during the six months ended September 30, 2012, there were two investments in corporate debt securities that were transferred from Level 2 to Level 3
as trading in these securities ceased during the period.

 
We believe that our current cash and cash equivalents and short- and long-term investments, combined with anticipated revenues, will generate sufficient

cash flows to meet our current anticipated liquidity and capital requirements for the foreseeable future.
 

Borrowings
 

At September 30, 2012, our borrowings consisted of the New Term Loan Facility, with an outstanding principal balance of $375.0 million. Please refer to
Note 10 “Long-Term Debt” in the accompanying Notes to Condensed Consolidated Financial Statements for a discussion of our outstanding long-term debt.
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Contractual Obligations
 



Refer to Part II, Item 7 of our Annual Report in the “Contractual Obligations” section for a discussion of our contractual obligations. With the exception
of the effect of the Debt Refinancing, our contractual obligations as of September 30, 2012 were not materially changed from the date of that report.

 
The New Term Loan Facility has contractual cash obligations as follows:

 
      

One to
 

Three to
 

More than
 

    
Less Than

 
Three Years

 
Five Years

 
Five Years

 

    
One Year

 
(Fiscal 2014-

 
(Fiscal 2016-

 
(After Fiscal

 

Contractual Cash Obligations
 

Total
 

(Fiscal 2013)
 

2015)
 

2017)
 

2018)
 

Term Loan B-1 - Principal
 

$ 300,000
 

$ 1,500
 

$ 6,000
 

$ 6,000
 

$ 286,500
 

Term Loan B-1 - Interest
 

91,359
 

6,929
 

26,629
 

26,089
 

31,712
 

Term Loan B-2 - Principal
 

75,000
 

1,875
 

7,500
 

65,625
 

—
 

Term Loan B-2 - Interest
 

10,890
 

1,532
 

5,588
 

3,770
 

—
 

 
Off-Balance Sheet Arrangements
 

At September 30, 2012, we were not a party to any off-balance sheet arrangements that have, or are reasonably likely to have, a current or future effect on
our financial condition, changes in financial condition, revenue or expenses, results of operations, liquidity, capital expenditures or capital resources material
to investors.

 
Critical Accounting Estimates
 

The discussion and analysis of our financial condition and results of operations is based on our financial statements, which have been prepared in
accordance with GAAP. The preparation of these financial statements requires us to make estimates and assumptions that affect the reported amounts of assets
and liabilities and the disclosure of contingent assets and liabilities at the date of our financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results may differ from these estimates under different assumptions or conditions. Refer to “Critical Accounting
Estimates” within Part II, Item 7 of our Annual Report for a discussion of our critical accounting estimates.

 
During the three months ended September 30, 2012, we changed the way in which we recognize revenue on VIVITROL product sales. Prior to the three

months ended September 30, 2012, we did not have sufficient history to reasonably estimate returns related to VIVITROL shipments and therefore, we
deferred the recognition of revenue on shipments of VIVITROL until the product left the distribution channel. During the three months ended September 30,
2012, we determined that we have sufficient history to reliably estimate returns and we now recognize revenue on the sales of VIVITROL upon delivery to
our customers, which is the point in time the buyer assumes the risks and rewards of ownership.

 
During the period in which we record VIVITROL product sales, we estimate a reserve for future product returns related to those sales. This estimate is

based on our historical return rates as well as specifically identified anticipated returns due to known business conditions and product expiry dates. We record
the return amounts as a deduction to arrive at our net VIVITROL product sales. Once VIVITROL is returned, it is destroyed. At September 30, 2012, our
product return reserve rate is estimated to be 2% of our product sales.

 
New Accounting Standards
 

Refer to New Accounting Pronouncements included in Note 2, “Summary of Significant Accounting Policies” in the accompanying Notes to Condensed
Consolidated Financial Statements for a discussion of new accounting standards.

 
Item 3. Quantitative and Qualitative Disclosures about Market Risk
 

Market risks related to our investment portfolio, and the ways we manage such risks, are summarized in Part II, Item 7A, “Quantitative and Qualitative
Disclosures About Market Risk” of our Annual Report. We regularly review our marketable securities holdings and shift our investment holdings to those that
best meet our investment objectives, which are, first, to preserve liquidity and conserve capital and, second, to generate investment income. Apart from such
adjustments to our investment portfolio, there have been no material changes to our market risks during the first six months of fiscal year 2013, and we do not
anticipate any near-term changes in the nature of our market risk exposures or in our management’s objectives and strategies with respect to managing such
exposures.
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We are exposed to foreign currency exchange risk related to manufacturing and royalty revenues we receive on certain of our products as well as certain
operating costs arising from expenses and payables at our Irish operations that are settled in Euro. These foreign currency exchange rate risks are summarized
in Part II, Item 7A, “Quantitative and Qualitative Disclosures About Market Risk” of our Annual Report. There has been no material change in our
assessment of our sensitivity to foreign currency exchange rate risk during the first six months of fiscal year 2013.

 
Item 4. Controls and Procedures
 
a) Evaluation of Disclosure Controls and Procedures
 

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of the design and
operation of our disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), at September 30, 2012. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and
procedures were effective as of September 30, 2012 to provide reasonable assurance that the information required to be disclosed by us in the reports that we
file under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms and that such
information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to
allow timely decisions regarding required disclosure. In designing and evaluating our disclosure controls and procedures, our management recognized that
any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives,
and our management necessarily was required to apply its judgment in evaluating the cost-benefit relationship of possible controls and procedures.

 



b) Change in Internal Control over Financial Reporting
 

During the period covered by this report, there have been no changes in our internal control over financial reporting that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION
 

Item 1. Legal Proceedings
 

From time to time, we may be subject to legal proceedings and claims in the ordinary course of business. For example, we are currently involved in
various sets of Paragraph IV litigations in the U.S. and a similar suit in France with respect to certain of our products. We are not aware of any current
proceedings or claims that we believe will have, individually or in the aggregate, a material adverse effect on our business, results of operations, cash flows or
financial position.

 
Item 1A. Risk Factors
 

There have been no material changes from the risk factors disclosed in Part I, Item 1A — “Risk Factors,” of our Annual Report.
 

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
 

On September 16, 2011, our board of directors authorized the continuation of the Alkermes, Inc., program to repurchase up to $215.0 million of our
ordinary shares at the discretion of management from time to time in the open market or through privately negotiated transactions. We did not purchase any
shares under this program during the quarter ended September 30, 2012. As of September 30, 2012, we had purchased a total of 8,866,342 shares at a cost of
$114.0 million under this program.

 
Item 5. Other Information
 

The Company’s policy governing transactions in its securities by its directors, officers and employees permits its officers, directors and employees to enter
into trading plans in accordance with Rule 10b5-1 under the Exchange Act. During the quarter ended September 30, 2012, Mr. Floyd E. Bloom, a director of
the Company and Ms. Rebecca J. Peterson and Mr. Gordon G. Pugh, each an executive officer of the Company, entered into trading plans in accordance with
Rule 10b5-1, and the Company’s policy governing transactions in its securities by its directors, officers and employees. The Company undertakes no
obligation to update or revise the information provided herein, including for revision or termination of an established trading plan.

 
Item 6. Exhibits
 

(a) List of Exhibits:
 
Exhibit

  

No.
  

10.1
 

Employment agreement, dated as of July 30, 2012, by and between Rebecca J. Peterson and Alkermes, Inc. #
   

10.2
 

Amended and Restated Fiscal 2013 Alkermes plc Affiliated Company Reporting Officer Performance Pay Plan. #
   

10.3

 

Second Amendment, dated as of August 16, 2012, to the License Agreement, dated as of February 13, 1996, as amended, by and between
Alkermes, Inc. (“Alkermes”) and Janssen Pharmaceutica, Inc. (“Janssen US”) and the License Agreement, dated as of February 21,1996, as
amended, by and between Alkermes and JPI Pharmaceutica International, a division of Cilag GmbH International (“JPI”) (Janssen US and JPI
together, “Janssen”), and the Fifth Amendment, dated as of August 16, 2012, to the Manufacturing and Supply Agreement, dated as of
August 6, 1997, as amended, by and between Alkermes and Janssen. #

   
10.4

 

Alkermes plc 2011 Stock Option and Incentive Plan (filed as Exhibit 10.1 to the Registrant’s Current Report on Form 8-K filed on August 6,
2012 and incorporated by reference herein).

   
10.5

 

Amendment to First Lien Credit Agreement, dated September 25, 2012, among Alkermes, Inc., Alkermes plc, the guarantors party thereto, the
lenders party thereto, Morgan Stanley Senior Funding, Inc. as Administrative Agent and Collateral Agent and the arrangers and agents party
thereto (filed as Exhibit 10.1 to the Registrant’s Current Report on Form 8-K filed on September 25, 2012 and incorporated by reference
herein).

   
31.1

 

Rule 13a-14(a)/15d-14(a) Certification. #
   

31.2
 

Rule 13a-14(a)/15d-14(a) Certification. #
   

32.1
 

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (furnished herewith).
   

101

 

The following materials from Alkermes plc’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2012, formatted in XBRL
(Extensible Business Reporting Language): (i) the Condensed Consolidated Balance Sheets, (ii) the Condensed Consolidated Statements of
Operations, (iii) the Condensed Consolidated Statements of Cash Flows, and (iv) the Notes to the Condensed Consolidated Financial Statements
(furnished herewith).

 

#
 

Filed herewith.
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SIGNATURES
 

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

ALKERMES plc
  
 

(Registrant)
  
  
 

By: /s/ Richard F. Pops
 

  

Chairman and Chief Executive Officer
 

  

(Principal Executive Officer)
 

    
    
 

By: /s/ James M. Frates
 

  

Senior Vice President and Chief Financial Officer
 

  

(Principal Financial and Accounting Officer)
 

 
Date: November 1, 2012
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Exhibit 10.1
 

EMPLOYMENT AGREEMENT
 

This Employment Agreement (“Agreement”) is made as of the 30  day of July 2012 between Alkermes, Inc., a Pennsylvania corporation (the
“Company”), and Rebecca J. Peterson of Watertown, Massachusetts (“Executive”).

 
WHEREAS, the Company and the Executive wish to set forth the terms and conditions for the employment of the Executive by the Company;
 
NOW, THEREFORE, in consideration of the mutual covenants and agreements herein contained and other good and valuable consideration, the

receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:
 
1.             Employment.  The term of this Agreement shall extend from July 30, 2012 (the “Commencement Date”) until this Agreement is

terminated by either the Executive or the Company pursuant to Paragraph 4.  The term of this Agreement may be referred to herein as the “Period of
Employment.”

 
2.             Position and Duties.  During the Period of Employment, Executive shall serve as Senior Vice President, Corporate Communications,

Alkermes, Inc. , and shall have supervision and control over and responsibility for the day-to-day business and affairs of those functions and operations of the
Company and shall have such other powers and duties as may from time to time be prescribed by the Board of Directors (the “Board”) of Alkermes plc ,the
parent company of the Company, the Chief Executive Officer of Alkermes plc (the “CEO”), or other authorized executives, provided that such duties are
consistent with Executive’s position or other positions that she may hold from time to time.  Executive shall devote her  full working time and efforts to the
business and affairs of the Company.

 
3.             Compensation and Related Matters.
 

(a)           Base Salary.  Executive’s initial annual base salary shall be $320,000.  Executive’s base salary shall be redetermined annually by
the Compensation Committee of the Board (the “Compensation Committee”).  The base salary in effect at any given time is referred to herein as “Base
Salary.”  The Base Salary shall be payable in substantially equal bi-weekly installments.

 
(b)           Incentive Compensation.  Executive shall be eligible to receive cash incentive compensation as determined by the Compensation

Committee from time to time, and shall also be eligible to participate in such incentive compensation plans as the Compensation Committee shall determine
from time to time.

 
(c)           Expenses.  Executive shall be entitled to receive prompt reimbursement for all reasonable business expenses incurred by her in

performing services hereunder during the Period of Employment, in accordance with the policies and procedures then in effect and established by the
Company.
 

 
(d)           Other Benefits.  During the Period of Employment, Executive shall be entitled to continue to participate in or receive benefits

under all of the Company’s Employee Benefit Plans in effect on the date hereof, as these plans or arrangements may thereafter be amended from time to time. 
As used herein, the term “Employee Benefit Plans” includes, without limitation, each pension and retirement plan; supplemental pension, retirement and
deferred compensation plan; savings and profit-sharing plan; stock ownership plan; stock purchase plan; stock option plan; life insurance plan; medical
insurance plan; disability plan; and health and accident plan or arrangement established and maintained by the Company on the date hereof for employees of
the same status within the hierarchy of the Company.  Executive shall have the right in accordance with applicable law and the Company’s long-term
disability plan to elect to pay the premiums for her disability coverage with after-tax dollars.  During the Period of Employment, Executive shall be entitled to
participate in or receive benefits under any Employee Benefit Plan or arrangement which may, in the future, be made available by the Company to its
executives and key management employees, subject to and on a basis consistent with the terms, conditions and overall administration of such plan or
arrangement.  Any payments or benefits payable to Executive under a plan or arrangement referred to in this Subparagraph 3(d) in respect of any calendar
year during which Executive is employed by the Company for less than the whole of such year shall, unless otherwise provided in the applicable plan or
arrangement, be prorated in accordance with the number of days in such calendar year during which she is so employed.  Should any such payments or
benefits accrue on a fiscal year (rather than calendar year) basis, then the proration in the preceding sentence shall be on the basis of a fiscal year rather than
calendar year.

 
(e)           Vacations.  Executive shall be entitled to five weeks paid vacation in each calendar year, which vacation days shall be accrued

ratably during the calendar year and the number of which may be increased in accordance with Company policies.  Executive shall also be entitled to all paid
holidays given by the Company to its executives.

 
4.             Termination.  Executive’s employment hereunder may be terminated without any breach of this Agreement under the following

circumstances:
 

(a)           Death.  Executive’s employment hereunder shall terminate upon her  death.
 
(b)           Disability.  If Executive is prevented from performing her  duties hereunder by reason of any physical or mental incapacity that

results in Executive’s satisfaction of all requirements necessary to receive benefits under the Company’s long-term disability plan due to a total disability,
then, to the extent permitted by law, Company may terminate the employment of Executive at or after such time.  Nothing in this Subparagraph 4(b) shall be
construed to waive Executive’s rights, if any, under existing law including, without limitation, the Family and Medical Leave Act of 1993, 29 U.S.C. §2601 et
seq. and the Americans with Disabilities Act, 42 U.S.C. §12101 et seq.

 
(c)           Termination by Company for Cause.  At any time during the Period of Employment, the Company may terminate Executive’s

employment hereunder for Cause.  For purposes of this Agreement, “Cause” shall mean:  (i) conduct by Executive constituting a material act of willful
misconduct in connection with the performance of her  duties, including,
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without limitation, misappropriation of funds or property of the Company or any of its affiliates other than the occasional, customary and de minimis use of
Company property for personal purposes; (ii) the commission by Executive of a felony or any misdemeanor involving moral turpitude, deceit, dishonesty or
fraud, or conduct by Executive that would reasonably be expected to result in material injury to the Company if she were retained in her  position;
(iii) continued, willful and deliberate non-performance by Executive of her  duties hereunder (other than by reason of Executive’s physical or mental illness,
incapacity or disability) which has continued for more than thirty (30) days following written notice of such non-performance from the Company; (iv) a
breach by Executive of any of the provisions contained in Paragraph 7 of this Agreement; (v) a violation by Executive of the Company’s employment policies
which has continued following written notice of such violation from the Company; or (vi) willful failure to cooperate with a bona fide internal investigation
or an investigation by regulatory or law enforcement authorities, after being instructed by the Company to cooperate, or the willful destruction or failure to
preserve documents or other materials known to be relevant to such investigation or the willful inducement of others to fail to cooperate or to produce
documents or other materials.

 
(d)           Termination Without Cause.  At any time during the Period of Employment, the Company may terminate Executive’s employment

hereunder without Cause.  Any termination by the Company of Executive’s employment under this Agreement which does not constitute a termination for
Cause under Subparagraph 4(c) or result from the death or disability of Executive under Subparagraph 4(a) or (b) shall be deemed a termination without
Cause; provided that, Executive’s employment shall not be deemed terminated under this Subparagraph 4(d) if she remains employed by an affiliate of the
Company.

 
(e)           Termination by Executive.  At any time during the Period of Employment, Executive may terminate her  employment hereunder

for any reason, including but not limited to Good Reason.  For purposes of this Agreement, “Good Reason” shall mean that Executive has complied with the
“Good Reason Process” (hereinafter defined) following the occurrence of any of the following events:  (i) a substantial diminution or other substantive
adverse change, not consented to by Executive, in the nature or scope of Executive’s responsibilities, authorities, powers, functions or duties; (ii) an
involuntary material reduction in Executive’s Base Salary except for across-the-board reductions similarly affecting all or substantially all management
employees; (iii) a breach by the Company of any of its other material obligations under this Agreement, or (iv) a material change in the geographic location at
which Executive must perform her  services; provided that, a change in the employment of Executive to another affiliate of Company does not in and of itself
constitute “Good Reason.”  “Good Reason Process” shall mean that (A) Executive reasonably determines in good faith that a “Good Reason” event has
occurred; (B) Executive notifies the Company in writing of the occurrence of the Good Reason event within ninety (90) days of the occurrence of such event;
(C) Executive cooperates in good faith with the Company’s efforts, for a period not less than thirty (30) days following such notice, to modify Executive’s
employment situation in a manner acceptable to Executive and Company; (D) notwithstanding such efforts, one or more of the Good Reason events continues
to exist and has not been modified in a manner acceptable to Executive; and (E) Executive terminates her  employment no later than sixty (60) days after the
end of the thirty-day cure period.  If the Company cures the Good Reason event in a manner acceptable to Executive during the thirty-day period, Good
Reason shall be deemed not to have occurred.
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(f)            Notice of Termination.  Except for termination as specified in Subparagraph 4(a), any termination of Executive’s employment by

the Company or any such termination by Executive shall be communicated by written Notice of Termination to the other party hereto.  For purposes of this
Agreement, a “Notice of Termination” shall mean a notice which shall indicate the specific termination provision in this Agreement relied upon.

 
(g)           Date of Termination.  “Date of Termination” shall mean:  (i) if Executive’s employment is terminated by her  death, the date of

her  death; (ii) if Executive’s employment is terminated on account of disability under Subparagraph 4(b) or by the Company for Cause under Subparagraph
4(c), the date on which Notice of Termination is given; (iii) if Executive’s employment is terminated by the Company under Subparagraph 4(d), thirty (30)
days after the date on which a Notice of Termination is given; and (iv) if Executive’s employment is terminated by Executive under Subparagraph 4(e), thirty
(30) days after the date on which a Notice of Termination is given.

 
5.             Compensation Upon Termination.
 

(a)           Termination Generally.  If Executive’s employment with the Company is terminated for any reason during the Period of
Employment, the Company shall pay or provide to Executive (or to her  authorized representative or estate) any earned but unpaid Base Salary, incentive
compensation earned but not yet paid, unpaid expense reimbursements, accrued but unused vacation and any vested benefits Executive may have under any
Employee Benefit Plan of the Company, including without limitation any benefits that may accrue on Executive’s retirement from the Company, to the extent
applicable (the “Accrued Benefit”).

 
(b)           Termination by the Company Without Cause or by Executive with Good Reason.  If Executive’s employment is terminated by the

Company without Cause as provided in Subparagraph 4(d), or Executive terminates her  employment for Good Reason as provided in Subparagraph 4(e),
then the Company shall, through the Date of Termination, pay Executive her  Accrued Benefit. The Company shall within seven (7) days of the Date of
Termination provide to Executive a general release of claims in a form and manner satisfactory to the Company (the “Release”).  If Executive signs the
Release and delivers it to Company within twenty-one (21) days of Executive’s receipt of the Release and does not revoke it within seven (7) days thereafter:

 
(i)        Company shall pay Executive an amount equal to one times the sum of Executive’s Base Salary and his/her Average

Incentive Compensation (the “Severance Amount”).  The Severance Amount shall be paid out in substantially equal bi-weekly installments over
twelve (12) months, in arrears beginning on the first payroll date that occurs after thirty-five (35) days from the Date of Termination.  Solely for
the purposes of Section 409A of the Internal Revenue Code of 1986, as amended (the “Code”), each bi-weekly payment is considered a separate
payment.  For purposes of this Agreement, “Average Incentive Compensation” shall mean the average of the annual cash incentive compensation
under Subparagraph 3(b) received by Executive for the two (2) immediately preceding fiscal years.  In no event shall “Average Incentive
Compensation” include any sign-on bonus, retention bonus or any other special bonus.  Notwithstanding the foregoing, if Executive breaches any
of the provisions contained in
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Paragraph 7 of this Agreement, all payments of the Severance Amount shall immediately cease.
 

(ii)       Subject to Executive’s copayment of premium amounts at the active employees’ rate, continued participation in the
Company’s group health, dental and vision program for twelve (12) months; provided, however, that the continuation of health benefits under this
Subparagraph shall reduce and count against Executive’s rights under the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended
(“COBRA”).

 
(iii)      Anything in this Agreement to the contrary notwithstanding, if at the time of Executive’s termination of employment,

Executive is considered a “specified employee” within the meaning of Section 409A(a)(2)(B)(i) of the Code, and if any payment or benefit that
Executive becomes entitled to under this Agreement is considered deferred compensation subject to interest, penalties and additional tax imposed
pursuant to Section 409A(a) of the Code as a result of the application of Section 409A(a)(2)(B)(i) of the Code, then no such payment shall be
payable or benefit shall be provided prior to the date that is the earlier of (A) six months after Executive’s separation from service, or
(B) Executive’s death, and the initial payment shall include a catch-up amount covering amounts that would otherwise have been paid during the
first six-month period but for the application of this Subparagraph 5(b)(iii).  The parties intend that this Agreement will be administered in
accordance with Section 409A of the Code.  The parties agree that this Agreement may be amended, as reasonably requested by either party, and
as may be necessary to fully comply with Section 409A of the Code and all related rules and regulations in order to preserve the payments and
benefits provided hereunder without additional cost to either party.

 
6.             Change in Control Payment.  The provisions of this Paragraph 6 set forth certain terms of an agreement reached between Executive and the

Company regarding Executive’s rights and obligations upon the occurrence of a Change in Control of Alkermes plc or any successor in interest to Alkermes
plc (“Alkermes”).  These provisions are intended to assure and encourage in advance Executive’s continued attention and dedication to her  assigned duties
and her  objectivity during the pendency and after the occurrence of any such event.  These provisions shall apply in lieu of, and expressly supersede, the
provisions of Subparagraph 5(b) regarding the amount of severance pay and benefits upon a termination of employment, if such termination of employment
occurs within twenty-four (24) months after the occurrence of the first event constituting a Change in Control, provided that such first event occurs during the
Period of Employment.  These provisions shall terminate and be of no further force or effect beginning twenty-four (24) months after the occurrence of a
Change in Control.

 
(a)           A “Change in Control” shall be deemed to have occurred upon the occurrence of any one of the following events:
 

(i)            any “Person,” as such term is used in Sections 13(d) and 14(d) of the United States Securities Exchange Act of 1934, as
amended (the “Act”) (other than Alkermes, any of its subsidiaries, or any trustee, fiduciary or other person or entity holding securities under any
employee benefit plan or trust of Alkermes or any of its

 
5

 
subsidiaries), together with all “affiliates” and “associates” (as such terms are defined in Rule 12b-2 under the Act) of such Person, shall become the
“beneficial owner” (as such term is defined in Rule 13d-3 under the Act), directly or indirectly, of securities of Alkermes representing fifty percent
(50%) or more of the combined voting power of the Alkermes’ then outstanding securities having the right to vote in an election of the Board
(“Voting Securities”) (in such case other than as a result of an acquisition of securities directly from Alkermes); or

 
(ii)             a majority of the members of the Board is replaced during any twelve-month period by directors whose appointment or

election is not endorsed by a majority of the Board before the date of such appointment or election; or
 
(iii)          the consummation of (A) any consolidation or merger of Alkermes where the stockholders of Alkermes, immediately

prior to the consolidation or merger, would not, immediately after the consolidation or merger, beneficially own (as such term is defined in Rule 13d-
3 under the Act), directly or indirectly, shares representing in the aggregate more than fifty percent (50%) of the voting shares of the company
issuing cash or securities in the consolidation or merger (or of its ultimate parent corporation, if any), or (B) any sale or other transfer (in one
transaction or a series of transactions contemplated or arranged by any party as a single plan) of all or substantially all of the assets of Alkermes.

 
Notwithstanding the foregoing, a “Change in Control” shall not be deemed to have occurred for purposes of the foregoing clause (i) solely as the
result of an acquisition of securities by Alkermes that, by reducing the number of shares of Voting Securities outstanding, increases the proportionate
number of shares of Voting Securities beneficially owned by any person to fifty percent (50%) or more of the combined voting power of all then
outstanding Voting Securities; provided, however, that if any person referred to in this sentence shall thereafter become the beneficial owner of any
additional shares of Voting Securities (other than pursuant to a stock split, stock dividend, or similar transaction or as a result of an acquisition of
securities directly from Alkermes) and immediately thereafter beneficially owns fifty percent (50%) or more of the combined voting power of all
then outstanding Voting Securities, then a “Change in Control” shall be deemed to have occurred for purposes of the foregoing clause (i).
 

(b)           Effect of a Change in Control.
 

(i)            If within twenty-four (24) months after a Change in Control occurs, the Executive’s employment is terminated by the
Company without Cause as provided in Subparagraph 4(d) or the Executive terminates her  employment for Good Reason as provided in
Subparagraph 4(e), then, the Company shall pay Executive a lump sum in cash on the Date of Termination equal to the sum of:

 
(A)  to the extent not theretofore paid, an amount equal to the Executive’s Base Salary through the Date of Termination;
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(B)  an amount equal to the following formula:  A x (B ÷ 365); where A equals Executive’s Average Incentive

Compensation and B equals the number of days in the current fiscal year through the Date of Termination; and
 



(C)  an amount equal to 1.5 times the sum of (I) Executive’s Base Salary (or Executive’s Base Salary in effect
immediately prior to the Change in Control, if higher) plus (II) Executive’s Average Incentive Compensation; and

 
(ii)           Subject to Executive’s copayment of premium amounts at the active employees’ rate, Executive shall continue to

participate in the Company’s group health, dental and vision program for eighteen (18) months; provided, however, that the continuation of health
benefits under this Section shall reduce and count against Executive’s rights under COBRA.

 
(iii)          Anything in this Agreement to the contrary notwithstanding, if at the time of Executive’s separation from service within

the meaning of Section 409A of the Code, Executive is considered a “specified employee” within the meaning of Section 409A(a)(2)(B)(i) of the
Code, and if any payment or benefit that Executive becomes entitled to under this Agreement is considered deferred compensation subject to interest,
penalties and additional tax imposed pursuant to Section 409A(a) of the Code as a result of the application of Section 409A(a)(2)(B)(i) of the Code,
then no such payment shall be payable or benefit shall be provided prior to the date that is the earlier of (A) six (6) months and one day after
Executive’s separation from service, or (B) Executive’s death.  The parties intend that this Agreement will be administered in accordance with
Section 409A of the Code.  The parties agree that this Agreement may be amended, as reasonably requested by either party, and as may be necessary
to fully comply with Section 409A of the Code and all related rules and regulations in order to preserve the payments and benefits provided
hereunder without additional cost to either party.

 
7.             Confidential Information, Nonsolicitation and Cooperation.
 

(a)           Confidential Information.  As used in this Agreement, “Confidential Information” means information belonging to the Company
or its affiliates which is of value to the Company or its affiliates in the course of conducting their business and the disclosure of which could result in a
competitive or other disadvantage to the Company or its affiliates.  Confidential Information includes, without limitation, financial information, reports, and
forecasts; inventions, improvements and other intellectual property; trade secrets; know-how; designs, processes or formulae; software; market or sales
information or plans; customer lists; and business plans, prospects and opportunities (such as possible acquisitions or dispositions of businesses or facilities)
which have been discussed or considered by the management of the Company or its affiliates.  Confidential Information includes information developed by
Executive in the course of Executive’s employment by the Company or its affiliates, as well as other information to which Executive may have access in
connection with Executive’s employment.  Confidential Information also includes the confidential information of others with which the Company or its
affiliates has a business relationship.  Notwithstanding the foregoing, Confidential Information does not include information in the public domain, unless due
to breach of Executive’s duties under Subparagraph 7(b).
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(b)                                 Confidentiality.  Executive understands and agrees that Executive’s employment creates a relationship of confidence and trust

between Executive and the Company with respect to all Confidential Information.  At all times, both during Executive’s employment with the Company or its
affiliates and after its termination, Executive will keep in confidence and trust all such Confidential Information, and will not use or disclose any such
Confidential Information without the written consent of the Company, except as may be necessary in the ordinary course of performing Executive’s duties to
the Company or its affiliates.

 
(c)                                  Documents, Records, etc.  All documents, records, data, apparatus, equipment and other physical property, whether or not

pertaining to Confidential Information, which are furnished to Executive by the Company or its affiliates or are produced by Executive in connection with
Executive’s employment will be and remain the sole property of the Company and/or its affiliate.  Executive will return to the Company all such materials
and property as and when requested by the Company.  In any event, Executive will return all such materials and property immediately upon termination of
Executive’s employment for any reason.  Executive will not retain with Executive any such material or property or any copies thereof after such termination.

 
(d)                                 Nonsolicitation.  During the Period of Employment and for six (6) months thereafter, Executive (i) will refrain from directly or

indirectly recruiting or otherwise soliciting, inducing or influencing any person to leave employment with the Company or its affiliates (other than
terminations of employment of subordinate employees undertaken in the course of Executive’s employment with the Company or its affiliates); and (ii) will
refrain from soliciting or encouraging any customer or supplier to terminate or otherwise modify adversely its business relationship with the Company or the
Company’s affiliates.  However, nothing in this Subparagraph 7(d) will prohibit Executive from indirectly recruiting, soliciting, inducing or influencing a
person to leave employment with the Company or its affiliates through the use of advertisements in trade journals and the like or from discussing employment
opportunities with such employees to the extent such employees contact Executive first.  Executive understands that the restrictions set forth in this
Subparagraph 7(d) are intended to protect the Company’s and its affiliates’ interests in their Confidential Information and established employee, customer and
supplier relationships and goodwill, and agrees that such restrictions are reasonable and appropriate for such purpose.

 
(e)                                  Litigation and Regulatory Cooperation.  During and after Executive’s employment, Executive shall cooperate fully with the

Company and its affiliates in the defense or prosecution of any claims or actions now in existence or which may be brought in the future against or on behalf
of the Company or its affiliates which relate to events or occurrences that transpired while Executive was employed by the Company or its affiliates. 
Executive’s full cooperation in connection with such claims or actions shall include, but not be limited to, being available to meet with counsel to prepare for
discovery or trial and to act as a witness on behalf of the Company or its affiliates at mutually convenient times.  During and after Executive’s employment,
Executive also shall cooperate fully with the Company and its affiliates in connection with any investigation or review of any federal, state or local regulatory
authority as any such investigation or review relates to events or occurrences that transpired while Executive was employed by the Company or its affiliates. 
The Company shall reimburse Executive for any
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reasonable out-of-pocket expenses incurred in connection with Executive’s performance of obligations pursuant to this Subparagraph 7(e).
 

(f)                                    Injunction.  Executive agrees that it would be difficult to measure any damages caused to the Company and its affiliates which
might result from any breach by Executive of the promises set forth in this Paragraph 7, and that in any event money damages would be an inadequate remedy
for any such breach.  Accordingly, subject to Paragraph 9 of this Agreement, Executive agrees that if Executive breaches, or proposes to breach, any portion
of this Agreement, the Company shall be entitled, in addition to all other remedies that it may have, to an injunction or other appropriate equitable relief to
restrain any such breach without showing or proving any actual damage to the Company or its affiliates.



 
8.                                       Arbitration of Disputes.  Any controversy or claim arising out of or relating to this Agreement or the breach thereof or otherwise arising out

of Executive’s employment or the termination of that employment (including, without limitation, any claims of unlawful employment discrimination whether
based on age or otherwise) shall, to the fullest extent permitted by law, be settled by arbitration in any forum and form agreed upon by the parties or, in the
absence of such an agreement, under the auspices of the American Arbitration Association (“AAA”) in Boston, Massachusetts in accordance with the
Employment Dispute Resolution Rules of the AAA, including, but not limited to, the rules and procedures applicable to the selection of arbitrators.  In the
event that any person or entity other than Executive or the Company may be a party with regard to any such controversy or claim, such controversy or claim
shall be submitted to arbitration subject to such other person or entity’s agreement.  Judgment upon the award rendered by the arbitrator may be entered in any
court having jurisdiction thereof.  This Paragraph 8 shall be specifically enforceable.  Notwithstanding the foregoing, this Paragraph 8 shall not preclude
either party from pursuing a court action for the sole purpose of obtaining a temporary restraining order or a preliminary injunction in circumstances in which
such relief is appropriate; provided that any other relief shall be pursued through an arbitration proceeding pursuant to this Paragraph 8.

 
9.                                       Consent to Jurisdiction.  To the extent that any court action is permitted consistent with or to enforce Paragraphs 7 or 8 of this Agreement,

the parties hereby consent to the jurisdiction of the Superior Court of the Commonwealth of Massachusetts and the United States District Court for the
District of Massachusetts.  Accordingly, with respect to any such court action, Executive (i) submits to the personal jurisdiction of such courts; (ii) consents to
service of process; and (iii) waives any other requirement (whether imposed by statute, rule of court, or otherwise) with respect to personal jurisdiction or
service of process.

 
10.                                 Integration.  This Agreement, the Deed of Indemnification dated as of July 30, 2012, and the Employee Agreement with respect to

Inventions and Proprietary Information dated November 30, 2000 between the Company and Executive, constitute the entire agreement between the parties
with respect to the subject matter hereof and supersede all prior agreements between the parties with respect to any related subject matter.  Notwithstanding
the foregoing, except to the extent in conflict therewith, this Agreement does not supersede the Employee Agreement with respect to Inventions and
Proprietary Information dated November 30, 2000 between Executive and the Company.
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11.                                 Assignment; Successors and Assigns.  Neither the Company nor Executive may make any assignment of this Agreement or any interest

herein, by operation of law or otherwise, without the prior written consent of the other party; provided that the Company may assign its rights under this
Agreement without the consent of Executive in the event that the Company shall effect a reorganization, consolidate with or merge into any other corporation,
partnership, organization or other entity, or transfer all or substantially all of its properties or assets to any other corporation, partnership, organization or other
entity.  This Agreement shall inure to the benefit of and be binding upon the Company and Executive, their respective successors, executors, administrators,
heirs and permitted assigns.

 
12.                                 Enforceability. If any portion or provision of this Agreement (including, without limitation, any portion or provision of any section of this

Agreement) shall to any extent be declared illegal or unenforceable by a court of competent jurisdiction, then the remainder of this Agreement, or the
application of such portion or provision in circumstances other than those as to which it is so declared illegal or unenforceable, shall not be affected thereby,
and each portion and provision of this Agreement shall be valid and enforceable to the fullest extent permitted by law.

 
13.                                 Waiver.  No waiver of any provision hereof shall be effective unless made in writing and signed by the waiving party.  The failure of any

party to require the performance of any term or obligation of this Agreement, or the waiver by any party of any breach of this Agreement, shall not prevent
any subsequent enforcement of such term or obligation or be deemed a waiver of any subsequent breach.

 
14.                                 Notices.  Any notices, requests, demands and other communications provided for by this Agreement shall be sufficient if in writing and

delivered in person or sent by a nationally recognized overnight courier service or by registered or certified mail, postage prepaid, return receipt requested, to
Executive at the last address Executive has filed in writing with the Company or, in the case of the Company, at its main offices, attention Head of Human
Resources, and shall be effective on the date of delivery in person or by courier or three (3) days after the date mailed.

 
15.                                 Amendment.  This Agreement may be amended or modified only by a written instrument referencing this Agreement signed by Executive

and by a duly authorized representative of the Company.
 
16.                                 Legal Expenses.  The Company agrees to reimburse Executive, to the full extent permitted by law, for all costs and expenses (including,

without limitation, reasonable attorneys’ fees) which Executive may reasonably incur as a result of any contest of the validity or enforceability of, or the
Company’s liability under, any provision of this Agreement, plus in each case interest at the applicable Federal rate provided for in Section 7872(f)(2) of the
Code; provided, however, that such payment shall be made only if the Executive prevails on at least one material issue.
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17.                                 Governing Law.  This is a Massachusetts contract and shall be construed under and be governed in all respects by the laws of the

Commonwealth of Massachusetts, without giving effect to the conflict of laws principles of such Commonwealth.  With respect to any disputes concerning
Federal law, such disputes shall be determined in accordance with the law as it would be interpreted and applied by the United States Court of Appeals for the
First Circuit.

 
18.                                 Counterparts.  This Agreement may be executed in any number of counterparts, each of which when so executed and delivered shall be

taken to be an original; but such counterparts shall together constitute one and the same document.
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IN WITNESS WHEREOF, the parties have executed this Agreement effective on the date and year first above written.

 
 



ALKERMES, INC.
  
 

/s/ Madeline Coffin
 

By: Madeline Coffin
 

Title: VP, Human Resources
  
  
 

/s/ Rebecca J. Peterson
 

Rebecca J. Peterson
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Exhibit 10.2
 

 
Fiscal 2013 Alkermes plc Affiliated Company

Reporting Officer Performance Pay Plan (the “Plan”)
 

Philosophy
 
We support a pay-for-performance approach to variable compensation that rewards individual and company performance towards the achievement of our
company goals. This Plan is designed to provide upside reward for outstanding company and individual performance, motivate reporting officers to focus on
and work together toward achieving company goals; and to provide competitive compensation to our reporting officers within our industry.
 
Eligibility
 
The following reporting officers of the company and its affiliates are eligible to participate in the Plan:
 

·                  Chief Executive Officer and Chairman of the Board of Directors
·                  President
·                  Senior Vice President, Chief Financial Officer and Treasurer
·                  Senior Vice President, Corporate Development
·                  Senior Vice President, Government Relations and Public Policy, General Counsel, Secretary and Chief Compliance Officer
·                  Senior Vice President, Research and Development and Chief Medical Officer
·                  Senior Vice President, Chief Operating Officer and Chief Risk Officer
·                  Senior Vice President, Operations
·                  Senior Vice President, Chief Commercial Officer
·                  Senior Vice President, Corporate Communications
 

Should an employee become a reporting officer of the company during the company’s fiscal year, he or she shall become eligible to participate in the Plan at
the discretion of the Compensation Committee of the Board of Directors of Alkermes plc (the “Compensation Committee”). The performance period under
the Plan consists of the twelve month period from April 1, 2012 to March 31, 2013.  To be eligible to participate in this Plan, the reporting officer must be
actively employed by the company at the time awards are paid by the company. Performance pay awards will be paid prior to two and one half months after
the end of the performance period.
 
Individual Performance Pay Targets
 
An individual performance pay range and target as a percentage of base salary will be established by the Compensation Committee for each of the reporting
officers and shall be based generally on comparable market data.  Performance pay awards are to be pro-rated over the applicable performance period based
on the number of days employed by the company in the performance period.
 

 
Company Objectives
 
The company objectives for fiscal 2013 are:
 
1)  Achieve financial guidance.
2)  Execute on the development of our late stage pipeline.
3)  Prepare commercial capabilities for growth.
4)  Manufacture commercial products and clinical trial material to meet our goals of quality, reliability and efficiency.
5)  Identify and advance top candidates from our earlier stage pipeline.
6)  Manage relationships with key business partners to enhance shareholder value.
7)  Respond to changing business conditions.
 
Individual Performance
 
Each individual’s performance pay award under the Plan will be determined by the Compensation Committee. Individual performance against the Company
objectives affects the determination of each individual’s performance pay award relative to that individual’s target performance pay amount. The CEO of the
company shall provide the Compensation Committee with recommendations regarding the performance pay for the President and Senior Vice Presidents. The
percentage of base salary represented by each performance pay award granted under the Plan shall fall within the target performance pay range.
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*** Text Omitted and Filed Separately to the Commission
Confidential Treatment Requested

 
SECOND AMENDMENT TO LICENSE AGREEMENTS

 
FIFTH AMENDMENT TO MANUFACTURING AND SUPPLY AGREEMENT

 
THIS AMENDMENT (the “Amendment”) is made and entered into as of August 16th, 2012 (the “Amendment Effective Date”) and is:
 

(i) the SECOND AMENDMENT to both (a) the License Agreement (the “US License Agreement”), dated as of February 13, 1996, as amended, by and
between ALKERMES, INC. (“ALKERMES”) and JANSSEN PHARMACEUTICA, INC. (“JANSSEN US”), and (b) the License Agreement (the “Ex-US
License Agreement”), dated as of February 21,1996, as amended, by and between ALKERMES and JPI PHARMACEUTICA INTERNATIONAL, a division
of Cilag GmbH International (“JPI”) (JANSSEN US and JPI together, “JANSSEN,” and the US License Agreement and the Ex-US License Agreement
together, the “License Agreements”); and
 
(ii) the FIFTH AMENDMENT to the Manufacturing and Supply Agreement (the “Manufacturing Agreement”) dated as of August 6, 1997, as amended, by
and between ALKERMES and JANSSEN
 
(any terms used but not defined herein shall have the meaning set forth in the License Agreements or the Manufacturing Agreement, as applicable).
 

RECITALS:
 

WHEREAS, ALKERMES and JANSSEN have entered into the License Agreements and the Manufacturing Agreement; and
 
WHEREAS, ALKERMES and JANSSEN now wish to amend the License Agreements and the Manufacturing Agreement to conform the definitions of Net
Sales, US Licensed Net Selling Price and ROW Licensed Net Selling Price in these documents and to amend the provision relating to the Depreciation Credit;
 
NOW, THEREFORE, in consideration of the mutual promises contained herein and other good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, the parties, intending to be legally bound hereby, agree as follows:
 
1.             Article 1(g) of the US License Agreement.  Article 1(g) of the US License Agreement shall be deleted in its entirety and replaced with a new
Article 1(g) which shall read as follows:
 
“1(g)                     “Net Sales” shall mean the gross amounts received from sales of Products during a calendar quarter to independent third parties by Janssen US, its

Sublicensees or any Affiliate of either, less deductions for:  (i) applicable sales taxes; (ii) trade,
 

 
cash and ordinary business discounts allowed; (iii) allowances or credits to customers on account of rejection or return of Products; (iv) managed
care rebates or allowances and mandatory price allowances imposed by governments; or (v) freight, postage and duties paid for Products, to the
extent separately identified on the invoice.  No deduction from the gross sales price shall be made for any item of cost incurred by the seller in its
own operations incident to the manufacture, sale or shipment of the Product sold.  For purposes hereof, Net Sales shall not include sales of a Product
from Janssen US or an Affiliate of Janssen US to any Affiliate or Sublicensee of either; it being intended that Net Sales shall only include sales to
unrelated third parties.

 
If Janssen US, its Sublicensees or any Affiliate of either sells any Product in such a manner that the gross amount received for such Product is not
readily identifiable then such gross amount shall be whichever is the higher of (i) the fair market value of such Product or (ii) the proportion of the
bundled gross amount received attributed to such Product by Janssen US, its Sublicensees or any Affiliate of either, as applicable, whenever the
Product is sold as part of a package of products or services.  For the purpose hereof “fair market value” shall mean, without limitation, the gross
amount received for such Product sold to similar third parties in similar quantities in the United States.  If the fair market value cannot be determined
in the United States, the fair market value will be negotiated by the parties in good faith.”
 

2.             Article 1(g) of the Ex-US License Agreement.  Article 1(g) of the Ex-US License Agreement shall be deleted in its entirety and replaced with a
new Article 1(g) which shall read as follows:
 
“1(g)                     “Net Sales” shall mean the gross amounts received from sales of Products during a calendar quarter to independent third parties by Janssen, its

Sublicensees or any Affiliate of either, less deductions for:  (i) applicable sales taxes; (ii) trade, cash and ordinary business discounts allowed; (iii)
allowances or credits to customers on account of rejection or return of Products; (iv) managed care rebates or allowances and mandatory price
allowances imposed by governments; or (v) freight, postage and duties paid for Products, to the extent separately identified on the invoice.  No
deduction from the gross sales price shall be made for any item of cost incurred by the seller in its own operations incident to the manufacture, sale
or shipment of the Product sold.  For purposes hereof, Net Sales shall not include sales of a Product from Janssen or an Affiliate of Janssen to any
Affiliate or Sublicensee of either; it being intended that Net Sales shall only include sales to unrelated third parties.

 
If Janssen, its Sublicensees or any Affiliate of either sells any Product in a country in the Territory in such a manner that the gross amount received
for such Product is not readily identifiable then such gross amount shall be whichever is the higher of (i) the fair market value of such Product or (ii)
the proportion of the bundled gross amount received attributed to such Product by Janssen, its Sublicensees or
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any Affiliate of either, as applicable, whenever the Product is sold as part of a package of products or services.  For the purpose hereof “fair market
value” shall mean, without limitation, the gross amount received for such Product sold to similar third parties in similar quantities.  If the fair market



value cannot be determined in any given country, the fair market value will be determined by the gross amount received for Product sold to similar
customers in countries with similar pricing and reimbursement structures and for similar quantities.”
 

3.             Article 1.5 of the Manufacturing Agreement.  Article 1.5 of the Manufacturing Agreement shall be deleted in its entirety and replaced with a new
Article 1.5 which shall read as follows:
 
“1.5(a)          “U.S. Licensed Net Selling Price” shall mean the weighted (by sales volume) average price offered by JANSSEN, its Affiliates or licensees in a

given calendar year (or such shorter period as may be applicable) to independent third parties for each Presentation Form of the Final Product for
sale in the United States, its territories and possessions, less deductions for:  (i) applicable sales taxes; (ii) trade, cash and ordinary business discounts
allowed; (iii) allowances or credits to customers on account of rejection or return of Final Products; (iv) managed care rebates or allowances and
mandatory price allowances imposed by governments; or (v) freight, postage and duties paid for Final Products, to the extent separately identified on
the invoice.  No deduction from the weighted average price shall be made for any item of cost incurred by the seller in its own operations incident to
the manufacture, sale or shipment of such Final Product.  For purposes hereof, U.S. Licensed Net Selling Price shall not include the price of a Final
Product offered by JANSSEN, its Affiliates or licensees to one another; it being intended that U.S. Licensed Net Selling Price shall only include the
price offered to unrelated third parties.

 
If JANSSEN, its Affiliates or licensees sell any Presentation Form of the Final Product in the United States in such a manner that the weighted
average price of the same is not readily identifiable then the weighted average price shall be whichever is the higher of (i) the fair market value of
such Final Product or (ii) the proportion of the bundled price attributed to such Final Product by JANSSEN, its Affiliates or licensees, as applicable,
whenever the Final Product is sold as part of a package of products or services.  For the purpose hereof “fair market value” shall mean, without
limitation, the value of such Final Product sold to similar third parties in similar quantities in the United States.  If the fair market value cannot be
determined in the United States, the fair market value will be negotiated by the parties in good faith.
 

1.5(b)                “ROW Licensed Net Selling Price” shall mean the weighted (by sales volume) average price offered by JANSSEN, its Affiliates or licensees in a
given calendar year (or such shorter period as may be applicable) to independent third parties for each Presentation Form of the Final Product for
sale in the Territory (other than the United States, its territories and possessions), less deductions for:  (i)
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applicable sales taxes; (ii) trade, cash and ordinary business discounts allowed; (iii) allowances or credits to customers on account of rejection or
return of Final Products; (iv) managed care rebates or allowances and mandatory price allowances imposed by governments; or (v) freight, postage
and duties paid for Final Products, to the extent separately identified on the invoice.  No deduction from the weighted average price shall be made for
any item of cost incurred by the seller in its own operations incident to the manufacture, sale or shipment of such Final Product.  For purposes
hereof, ROW Licensed Net Selling Price shall not include the price of a Final Product offered by JANSSEN, its Affiliates or licensees to one
another; it being intended that ROW Licensed Net Selling Price shall only include the price offered to unrelated third parties.

 
If JANSSEN, its Affiliates or licensees sell any Presentation Form of the Final Product in a country in the Territory (other than the United States, its
territories and possessions) in such a manner that the weighted average price of the same is not readily identifiable then the weighted average price
for that country shall be whichever is the higher of (i) the fair market value of such Final Product or (ii) the proportion of the bundled price attributed
to such Final Product by JANSSEN, its Affiliates or licensees, as applicable, whenever the Final Product is sold as part of a package of products or
services.  For the purpose hereof “fair market value” shall mean, without limitation, the value of such Final Product sold to similar third parties in
similar quantities.  If the fair market value cannot be determined in any given country, the fair market value will be determined by the value of such
Final Product sold to similar customers in countries with similar pricing and reimbursement structures and for similar quantities.”
 

4.             Section 12 of the Fourth Amendment to the Manufacturing Agreement.  Section 12 of the Fourth Amendment to the Manufacturing
Agreement, dated January 10, 2005, shall be deleted in its entirety and replaced with a new Section 12 which shall read as follows:
 
“12.                         Depreciation Credit.  If ACT II manufactures more than [***] of the Product on the Third Line during any calendar year, then ACT II will give

JANSSEN a Depreciation Credit in accordance with the terms of this Section 12 for each batch of Product in excess of [***] that are so
manufactured.  For any calendar year in which more than [***] of the Product were manufacture on the Third Line, ACT II will grant to JANSSEN
within [***] of the end of such calendar year a credit in the amount of:  (i) the Depreciation Credit per batch of the Product, multiplied by (ii) the
number of batches of the Product in excess of [***] manufactured on the Third Line in such calendar year, multiplied by (iii) [***].  JANSSEN shall
have the right to apply this credit until it is exhausted against Manufacturing Fees payable for the Product supplied by ACT II during the subsequent
calendar year.  This Section 12 will have no further force and effect upon (i) the grant by ACT II to Janssen pursuant to this Section 12 of credits in a
total amount equal to [***] or (ii) ACT II’s purchase of the Equipment pursuant to Section 11 hereof.”
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5.             Consideration.  Within thirty (30) days of the Amendment Effective Date, in settlement of amounts owed by JANSSEN to ALKERMES pursuant
to Article 6.2 of the Manufacturing Agreement and Article 3(c) of the License Agreements and in partial consideration of ALKERMES’ agreement to modify
the License Agreements and the Manufacturing Agreement in accordance with the terms and conditions of this Amendment, JANSSEN shall pay
ALKERMES [***] by bank wire transfer in immediately available funds to such bank account as may be designated in writing to JANSSEN by
ALKERMES.
 
6.             Integration.  Except as expressly provided in this Amendment, all other terms, conditions and provisions of the License Agreements and the
Manufacturing Agreement shall continue in full force and effect as provided therein.  This Amendment, the License Agreements and the Manufacturing
Agreement constitute the entire agreement between the parties hereto relating to the subject matter hereof and thereof and supersede all prior and
contemporaneous negotiations, agreements, representations, understandings and commitments with respect thereto.
 

[signature page follows]
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IN WITNESS WHEREOF, JPI, JANSSEN US and ALKERMES have executed and delivered this Amendment effective as of the Amendment

Effective Date.
 

 

ALKERMES, INC.
  
 

By: /s/ Michael J. Landine
 

Name: Michael J. Landine
 

Title: Senior Vice President
  
 

JPI PHARMACEUTICA INTERNATIONAL,
 

a division of CILAG GMBH INTERNATIONAL
  
 

By: /s/ Mr. Andrea Ostinelli
 

Name: Mr. Andrea Ostinelli
 

Title: Finance Director
  
 

By: /s/ Heinz Schmid
 

Name: Heinz Schmid
 

Title: General Manager
  
 

JANSSEN PHARMACEUTICA, INC.
  
 

By: /s/ Michael Yang
 

Name: Michael Yang
 

Title: President, CNS
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EXHIBIT 31.1
 

CERTIFICATIONS
 

I, Richard F. Pops, certify that:
 
1                 I have reviewed this quarterly report on Form 10-Q of Alkermes plc;
 
2                 Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3                 Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4                 The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

 
a.              Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure

that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

 
b.              Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,

to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

 
c.               Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness

of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 

d.              Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

 
5                 The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the

registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
 

a.              All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 
b.              Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over

financial reporting.
 
 
By: /s/ Richard F. Pops

 

 

Chairman and Chief Executive Officer
 

 

(Principal Executive Officer)
 

 
Date: November 1, 2012
 



EXHIBIT 31.2
 

CERTIFICATIONS
 

I, James M. Frates, certify that:
 
1                 I have reviewed this quarterly report on Form 10-Q of Alkermes plc;
 
2                 Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3                 Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4                 The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 
for the registrant and have:

 
a.              Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure

that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

 
b.              Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,

to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

 
c.               Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness

of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d.              Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal

quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

 
5                 The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the

registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
 

a.              All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 
b.              Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over

financial reporting.
 
 

By: /s/ James M. Frates
 

 

Senior Vice President and Chief Financial Officer
 

 

(Principal Financial and Accounting Officer)
 

 
Date: November 1, 2012
 



EXHIBIT 32.1
 

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

 
In connection with the Quarterly Report of Alkermes plc (the “Company”) on Form 10-Q for the period ended September 30, 2012 as filed with the Securities
and Exchange Commission on the date hereof (the “Report”), we, Richard F. Pops, Chairman and Chief Executive Officer of the Company, and James M.
Frates, Senior Vice President and Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, to our knowledge that:
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
 
By: /s/ Richard F. Pops

 

 

Chairman and Chief Executive Officer
 

 

(Principal Executive Officer)
 

   
By: /s/ James M. Frates

 

 

Senior Vice President and Chief Financial Officer
 

 

(Principal Financial and Accounting Officer)
 

 
Date: November 1, 2012
 


