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PART1

n H |l n H "

Unless the context requires otherwise, references in this report to "NPS", the "Company", our" and similar

terms mean NPS Pharmaceuticals, Inc. and its subsidiaries.

us

This Annual Report on Form 10-K and the documents incorporated by reference into this report contain certain forward-
looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These statements are based
on our current expectations and are subject to uncertainty and changes in circumstances. We cannot guarantee the accuracy
of such statements, and you should be aware that results and events could differ materially from those contained in such
statements. You should consider carefully the statements set forth in Item 1A of this report entitled "Risk Factors" and
Item 7 of this report entitled "Management's Discussion and Analysis of Financial Condition and Results of Operations".

ITEM 1. Business
Merger Agreement

On January 11, 2015, we entered into an Agreement and Plan of Merger (Merger Agreement) with Shire Pharmaceutical
Holdings Ireland Limited (Parent), a company incorporated in Ireland and a wholly owned subsidiary of Shire plc (Shire),
a company incorporated in Jersey; Knight Newco 2, Inc. (Purchaser), a Delaware corporation and wholly owned subsidiary
of Parent; and, solely for purposes of Section 12.14 of the Merger Agreement, Shire. Pursuant to the Merger Agreement,
Purchaser has commenced a cash tender offer for all of the outstanding shares of the Company's common stock, upon the
terms and subject to the conditions of the Merger Agreement. Consummation of the tender offer is subject to customary
closing conditions, as set forth in the Merger Agreement. As soon as practicable following the consummation of the tender
offer, and subject to the satisfaction or waiver of certain conditions set forth in the Merger Agreement, Purchaser will
merge with and into the Company pursuant to the provisions of section 251(h) of the Delaware General Corporation Law,
with no stockholder vote required to consummate the merger, and the Company will survive as a wholly owned subsidiary
of Parent.

The Merger Agreement contains representations, warranties and covenants of the parties customary for transactions of this
type. Until the earlier of the termination of the Merger Agreement and the consummation of the merger, the Company has
agreed to operate its business and the business of its subsidiaries in the ordinary course and has agreed to certain other
operating covenants, as set forth more fully in the Merger Agreement. The Company has agreed not to solicit alternative
acquisition proposals. However, the Company may, subject to the terms and conditions set forth in the Merger Agreement,
furnish information to, and engage in discussions and negotiations with, a third party that makes an unsolicited acquisition
proposal that the Board reasonably believes is or could reasonably be expected to lead to a superior proposal. Under
certain circumstances and upon compliance with certain notice and other specified conditions set forth in the Merger
Agreement, the Company may terminate the Merger Agreement to accept a superior proposal.

The Merger Agreement contains certain termination rights for both Parent and the Company and further provides that,
upon termination of the Merger Agreement under certain circumstances relating to competing acquisition proposals,
including if the Company terminates the Merger Agreement to accept a superior proposal, or where our Board of Directors
changes its recommendation in favor of the transaction, the Company may be required to pay Parent a termination fee of
$155,939,696.

Shire has secured an $850 million fully underwritten short-term bank facility, which in addition to Shire's cash and cash
equivalents and its existing $2.1 billion five-year revolving credit facility, is available to finance the transaction and pay

related fees and expenses.

Additional information about the merger is set forth in our filings with the U.S. Securities and Exchange Commission
(SEC).
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Overview

We are a global biopharmaceutical company pioneering and delivering first-in- or best-in disease therapies that transform
the lives of patients with rare diseases. Our vision is a world where every person living with a rare disease has a treatment
option. We incorporated in Utah in 1986 and reincorporated in Delaware in 1992. Our current therapeutic areas of focus
are rare gastrointestinal and endocrine disorders. These include Short Bowel Syndrome, a potentially fatal gastrointestinal
disorder in which patients may have to rely on parenteral support for their survival; Hypoparathyroidism, a complex
endocrine disorder in which the parathyroid glands are either absent or damaged and the body produces insufficient or no
parathyroid hormone; and Autosomal Dominant Hypocalcemia (ADH), an ultra-rare genetic disorder of calcium
homeostasis caused by mutations of the calcium-sensing receptor gene.

Our first marketed product, Gattex® 0.05 mg/kg/d (teduglutide [rDNA origin]) for injection, for subcutaneous use was
approved by the U.S. Food and Drug Administration ("FDA") in December 2012 for the treatment of adult patients with
Short Bowel Syndrome ("SBS") who are dependent on parenteral support. SBS is an ultra-rare potentially fatal disorder in
which the body is unable to absorb enough nutrients and fluids through the gastrointestinal tract. In the European Union
("EU"), teduglutide (trade name: Revestive®) is approved for the treatment of adult patients with SBS; patients should be
stable following a period of intestinal adaptation after surgery. We launched Revestive in Germany and Sweden in 2014
and plan to launch in other EU countries in 2015. We also have orphan drug designation in Japan and a small local study in
Japanese SBS patients is underway. In addition, a global development program in pediatric SBS is advancing and we are
currently evaluating the results from the first study.

Our second product, Natpara® (parathyroid hormone) for Injection was approved in January 2015 as an adjunct to calcium
and vitamin D to control hypocalcemia in patients with hypoparathyroidism, a rare endocrine disorder characterized by
insufficient levels of parathyroid hormone or PTH. Natpara, a bioengineered replica of human PTH, is expected to be
available in the second quarter of 2015.

Because of the potential risk of osteosarcoma, Natpara is recommended only for patients who cannot be well-controlled on
calcium supplements and active forms of vitamin D alone. Natpara was not studied in patients with hypoparathyroidism
caused by calcium-sensing receptor mutations or in patients with acute post-surgical hypoparathyroidism.

In the EU, the European Medicines Agency is currently reviewing our Marketing Authorization Application for Natpar®
which is the European brand name for Natpara, in hypoparathyroidism.

We have collaborations or royalty agreements with a number of pharmaceutical companies. In 2014, we recorded $122.9
million of royalty revenue that was driven by (i) Amgen's sales of Sensipar® and Mirnpara® (cinacalcet HCI), (ii) Kyowa
Hakko Kirin's sales of REGPARA® (cinacalcet HCI) in Japan, and (iii) Janssen's sales of Nucynta® (tapentadol) in the

U.S. As described further herein, we have partially monetized our royalty rights related to Sensipar and Mimpara under our
agreement with Amgen through the issuance of non-recourse debt and we have sold certain of our rights to receive royalty
payments arising from sales of REGPARA under our agreement with Kyowa Hakko Kirin.

We consider our operations to be a single reportable segment. Financial results of this reportable segment are presented in
our audited consolidated financial statements.

Significant Developments

e InJanuary 2015, we entered into a merger agreement with Shire pursuant to which Shire will acquire all of our
outstanding shares for $46 per share.
e In January 2015, the FDA approved our BLA for Natpara.
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