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Our ruisson day arourd the world we ennance outcomes for our patients and their

caregivers Oui 6350 eTployees are dedicated tofindrg so utions that make difference

olutiors iv oefinng just thu ght bed for vetean recoverng at home provding

portab vest system to he ear the lungs of young hockey player w1h cystic fibrosis so

tha he can stay on the ce and provid ng the technology that makes hospital patients

room safer These are he stories you wi nd within the pages of this book We fope

youl enjoy reading about these mdiv duals patients and caregivers and seeing how

we together create Portrats of nnovation

Or Lb cove Nil as Job cci ir ue to ày ho hey thanks to the ongor treatn ent he receives usng
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HiHRom at Gance HilhRom is leading worldwide manufacturer and provide

of medica technologies and related services for the health care industry helping patients

and caregivers around the world Our portfolio includes patient support systems safe

moblty and handling solutions noninvasive therapeutic products for variety of acute

and chronic medical conditions medical equipment rentals and information technology

so utions Hill Roms comprehensive product and service offerings are used by health care

oviders across the health care continuum and around the world in hosptals extended

care faclities and home care settings to enhance the safety and quality of patient care

6350 Hll-Rom empoyees woddwide

150 Countries in which HilRom does business

136 Patents secured by HiURom in 2010up 43 percent from 2009

Revenue by Business Segment

57% North America Acute Care

29% International/Surgical

14% North America Post Acute Care

Revenue by Type

68% Capeal Sales

32% Rental Revenue

Revenue by Geography

75% North America

18% Europe

7% Rest of World
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Dear Shareholders

In the pages of this Annual Report am pleased to share with you stories from few of the

people around the world who use our products We call these stories Portraits of Innovation

Whether they are facing the personal challenge of living with disease or working to improve

the health and safety of patients these people are the reason we work to improve the health

care environment They are the reason we seekevery day around the worldto enhance

outcomes for patients and their caregivers
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Looking at our three commercial operating businesses

we saw improvement in our North America Acute Care

capital segment driven by growth within our Patient

Support Systems product category We offer the most

comprehensive portfolio of smart beds and surfaces

for hospital customers From the most sophisticated

TotalCare Connect bed to the entry
level CareAssist

bed all can be connected to the hospitals digital envi

ronment Our comprehensive product portfolio posi

tions us well to respond to market demand as we see

the expected improvement in hospital spending on

capital equipment technology and new construction

Our International business had good year with strong

growth in Asia Latin America and the Middle East The

economy in Europe remains challenging and as result

our European business declined slightly during the year

As we look to the years ahead howeveç we are excited

about the opportunities in international markets as

funding for health care and infrastructure investment

continues to expand in developing and emerging mar

kets across the world Our extensive and integrated

product portfolio our ability to develop solutions in

locations throughout the world the addition of experi

enced international leaders and our renewed emphasis

on the strategic growth opportunities in international

markets put us in great position to meet the growing

needs of patients around the world

Our Post Acute business also continues to be strong

We see substantial growth opportunities in many of our

global markets as the trend accelerates toward moving

more care into extended and home care settings We

are also excited about growth in our respiratory care

business where we provide solutions for patients

with cystic fibrosis and other conditions affecting

lung clearance

In addition to accelerating revenue growth in most of

our key franchises during 2010 we improved our oper

ating margins with several important enhancements

to our supply chain organization Two of the key initia

tives involved increasing the production volumes in

our Monterrey Mexico facility and investing in several

automation and process improvement initiatives in our

Batesville Indiana manufacturing facility We will realize

benefits from these investments in 2011 and beyond

During 2010 we also reduced our overhead cost structure

across the company This approach paid of particularly

during the second half of the year

This year we also continued our focus on the lifeblood

of our companydeveloping and introducing differ

entiated new products Some of the more significant

ones were

The AdvantaTM bed for use in medicalsurgical areas

of hospitals and care facilities

The Hill-Rom P500 therapy surface with sophisticated

treatment features and added versatility that makes it

compatible with most flat deck bed systems

The Hill-Rom 900 bed for use primarily in Europe

which offers ease of use and efficiency while still

providing features that promote safety for nurses

and patients

Our award-winning Elements modular headwall

system

The extension of our smart room technology through

the NaviCare Smart HubTM system that provides

choice of solutions to link the smart bed to the

Electronic Medical Record on both wired and

wireless platform

The continued integration of innovative lift products

our Liko business into our other product offerings

The Hill-Rom P400 therapy surface for extended care

and home care patients

Our comprehensive product portfolio positions us well to respond to market

demand as we see the expected improvement in hospital spending on capital

equipment technology and new construction

Page
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We have built seasoned executive team for the future strengthened our

market positions around the world substantially improved our financial

performance and delivered above average shareholder returns

In addition we sharpened our focus on respiratory care

and patient support technology by expanding our Asia-

Pacific Innovation Center in Singapore to include two

new RD centers of excellence

Over the past year have come to know and be inspired

by our employees around the world They embody

commitment and customer focus that combined with

new strategic leadership will serve us well moving

forward Many of our people have demonstrated this

commitment through their volunteer efforts to one of

our corporate social responsibility programs our signa

ture Hospital Beds for HumanitynTM program where we

provide refurbished bed frames to underserved health

care systems throughout the world You can read more

about this program and some of our other CSR activities

later in this book

Looking toward the future see many reasons for opti

mism about Hill-Rom Despite the uncertainty of health

care reform around the world few things are clear

First more people will be gaining access to care result

ing in more need for our products Second more access

to health care will only exacerbate the already severe

nursing shortage Our offerings that protect caregivers

and increase their efficiency will be even more in demand

in the years to come Third and perhaps most significant

governments the world over are paying more attention

to outcomes as they look at reimbursement for products

and care Preventing hospital-acquired adverse events

as we describe it the focus on safe skin no falls and clear

lungshas always been at the heart of what we do

and is where Hill-Porn excels In the future the impor

tance of this for our customers will only increase We are

well positioned to capitalize on these opportunities as

well as on the growing demand for health care in our

global markets

am proud that we have managed the challenges of

2010 and delivered strong performance for the year

We have built seasoned executive team for the future

strengthened our market positions around the world

substantially improved our financial performance and

delivered above average shareholder returns We begin

2011 with strong momentum which will help us con

tinue to meet the ongoing economic and competitive

challenges across the world This strong foundation will

allow us to move forward as we continue to focus on

delivering sustainable and improving financial results to

create value for our shareholders our customers and

our employees We are excited about the growth pros

pects for our company and for the opportunity every

day around the world to enhance outcomes for our

patients and their caregivers The passion and commit

ment of our worldwide employees toward this mission

is what has enabled us to have such successful year

and also gives us great confidence in our future

Thank you for taking the time to review our Portraits of

Innovation within this book These are the stories that

inspire each of us every day

Sincerely

John Greisch President cEO Hill-Rom

Page
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Nikolas Job

Hockey Goalie Student Inspiration

Living with Cystic Fibrosis

In many ways Nikolas Job is typical college student

sophomore at the University of Minnesota hes still trying to settle on major He loves

hockey and plays goalie for the schools club team He shares an apartment near campus

with friend But what makes Nikolas exceptional is that he leads this typical collegiate

life while living with cystic fibrosis CF

Nikolas was diagnosed with CF as an infant and has grown

up dealing with the challenges of his condition Yet he

never lets CF keep him from doing what he wants to do
going to classes hanging out with friends or playing hockey

The Vest Airway Clearance System from Hill-Rom helps

him live normal active life

Now that Nikolas is on his own at college he is responsible

for maintaining his healthmom and dad arent checking

that hes done his treatments each day Nikolas says he

likes setting his own schedule and he places priority on

making sure treatments are squeezed in between classes

He even participated in 90-day treatment compliance

study conducted by Hill-Rom

Nikolas says have so much more responsibility for my
treatments but that builds character think it makes you

better person to have to keep up your grades and look

after
your own health

Nikolass love of hockey and his desire to help find cure

for CF go hand-in-hand For the last several
years

he has

designed hockey goalies helmet that is auctioned off

at an annual CF gala bringing in thousands of dollars for

CF research Each year the helmet features 65 roses

theme for the wy clinicians teach kids to pronounce

cystic fibrosis

Nikolas spent the summer of 2010 working in Hill-Rom

internship with the Respiratory Care division He worked in

the marketing department where he worked on product

review and writing copy for marketing pieces in addition

to general office tasks One highlight for Nikolas was

speaking at an employee lunch and telling his story
how he lives with CS his daily routine and how the Vest

System helps him

Maybe one day could be spokesperson and talk about

my life with CF on behalf of Hill-Rom says Nikolas could

see myself working at Hill-Rom one day for sure

Nikolas is the kind of young man who really strives to give

back and do as much as he can to help others His intern

ship also gave him the opportunity to complete childrens

book that he had in mind called The Little Things in Life

The book tells about Nikolass daily routine living with

CF and is aimed at helping other kids and their families

understand how to live fully Hill-Rom will be distributing

the book to children who have CF and their families

What Is Cystic Fibrosis

Cystic fibrosis is an inherited chronic disease that

affects the lungs and digestive system About 1000

new cases are diagnosed each
year with 70 percent

of patients diagnosed by age two The predicted

median
age

of survival for person with
cystic

fibrosis is mid-thirties The Vest Airway Clearance

System from 1-Jill-Rom helps keep lungs clear

improving quality of life and outcomes for those

with CF and other respiratory illnesses

took on this project so kids can see what have to go

through says Nikolas of his book which includes pictures

of him doing his nebulizer treatments It shows the things

can do like sports wanted to show that you can do

anything you want even if you have CF You can do any

thing other kids can you just have to take little time out

of
your day to do your treatments

The book was Nikolass favorite part of his Hill-Rom intern

ship Im going to be published author

Page
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Rex Healthcare

Collaboration Innovation and

Finding New Solutions

Collaboration can lead to innovation and nowhere is

that more true than in health care Bringing together talented

individuals from hospital settingsnurses specialists and otherswith engineers and

business leaders can lead to remarkable results Here one hospital team shares its story

of driving progress through collaboration

In health care we are often in the position of accepting

technologies that vendors have already developed

explains Mary Lou Powell RN Senior Vice President of

Patient Care Services and Chief Nursing Officer at Rex

Healthcare When Hill-Rom asked if Rex was willing to

enter into more of partnership we thought it would

be prudent to be part of that process and we had the

opportunity with key industry partner right here Rex

Healthcare headquartered in Raleigh N.C is located just

12 miles from Hill-Roms Cary N.C facility

Though Hill-Rom and Rex Healthcare had previously

done business together it was for the most part strictly

vendor-customer relationship The relationship began to

evolve in 2007 when Powell became part of Hill-Roms

chief nurse executive advisory board and began to see

how much more might be accomplished in working more

strategically together

Noviet Bradshaw Rex Healthcares Vice President of Infor

mation Technology and Chief Information Officer explains

that another reason the partnership appealed to Rex was

Hill-Roms close relationship with Cerner Corporation

which Rex had selected as its electronic medical record

provider Our goal is full integration and we need our

partners to work together so we dont have to be the

intermediary

Rex Healthcare has an incredibly aligned and visionary

executive team says Melissa Fitzpatrick RN MSN FAAN

Vice President and Chief Clinical Officer at Hill-Rom

Strategically when you work with group of executives

with an eye to the future and that is willing to work with

Hill-Rom as key partner along that journey its beauti

ful thing

One way that this partnership made difference was with

Rexs recent standardization on the Hill-Rom VersaCare

bed In April 2010 Rex Healthcare replaced half of its beds

with VersaCare beds the rest will be replaced in April 2011

Chad Lefteris Vice President of Support Services at Rex

explains Weve been working to employ lean principles

such as reducing variation We found when we started

going unit by unit that you could have seven different

models of beds on single unit That meant that the

hospitals biomedical engineering team was getting calls

not only to repair beds but also to explain to the staff

how to operate them Says Powell In the end that assess

ment got us the money to standardize our beds even in

time of incredible competition for priorities

The decision to choose Hill-Rom beds was data driven

Repair logs showed that the VersaCare beds that Rex

owned had almost zero request for repairs Wound and

skin care nurse experts judged the Hill-Rom product to be

the best choice Once the purchase decision was made

Rex worked with Hill-Rom to incorporate certain changes

into the bed design That was benefit to Hill-Rom and

benefit to us that they re-engineered that component

of the bed says Powell While its too early to measure

results in reduction in pressure ulcers the trend is in the

right direction says
Powell

Rex and Hill-Rom are currently testing integration of

Hill-Roms Navicare Nurse Call system with Cerners prod

uct in the Rex Smart Room It is still work in progress

and all partner organizations are learning from each other

Fitzpatrick says These strategic partnerships are hard

work They take work from everybody every day and

commitment to patient care excellencethats what

collaboration is all about

Bradshaw adds Rex has benefited Hill-Rom has bene

fited and other partners will benefit because we are

building better mousetrap that can now be used by all

to improve patient care

Pctured Noviet Bradshaw left and Mary Lou Powell RN
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____________________________________
Lance Corporal John Doody ___________________________________

Finding the Strength to Recover

Enhancing outcomes for patients and their caregivers

every day around the worldis Hill-Roms mission and its mission that plays out not

only in hospitals and health care facilities across the globe but also in patients homes

One family knows just what it means to find the right solutions to support the long slow

process of recovery They share their story here

Just few weeks after Lance Corporal John JJ Doody

was deployed to Iraq in January 2007 he was shot three

times in the leg causing extensive nerve damage After

recovery period he began rehabilitation Ten months later

came the call that is every mothers nightmarehis mom
Chris Ott was told that J.T had been found unresponsive

He had developed an infection in his bloodstream causing

mass on his aorta that led to series of strokes and ulti

mately anoxic brain damage

Explains Chris J.T was on complete life support for 15 days

and remained in vegetative state The doctors told us

that J.T would never

wake up and to put

him in nursing facil

ity wasnt about to

do that We brought

him to Tampa where

the Veterans Admin

istration has great

facility to treat his injury Six months after the brain injury

he spoke his first words

In December 2008 Chris and her husband took John

home Hes making progress but needs 24-hour care and

Chris is his primary caregiver Two pieces of Hill-Rom

equipment have provided vital supporta VersaCare

bed and portable Liko lift The Hill-Ram bed has been

an absolute lifesaver Without that bed dont think he

would be nearly nearly as far as he is said Chris

She explains that JJ isnt like he was before the brain

injury but his cognitive skills are good He retained most

of his memories creates new memories communicates

and enjoys his life

Chriss typical day begins very early when she awakens

and listens for J.T Once up its full day He cant sit

up He cant use his arms and legs says his mom

Pictured Chris Ott and son Lance Corporal John 0.1 000dy

Despite that Chris works to give J.T normal lifeand

Chris and J.T appreciate the Liko lift that helps with out

ings to the beach weekly trip to church or just going

into the backyard

The VersaCare bed also offers features essential for his

needs Suzanne Elkins director for Hill-Roms Home Care

Channel Patient Environment Mobility Solutions explains

There is an air surface integrated into the bed Chris can

customize air flow to prevent pressure ulcers which is key

for patients who are immobile

Says Chris J.T has never had skin breakdown think the

equipment has lot to do with that The VersaCare bed

also has Turn Assist feature to make it easier for Chris to

dress and bathe J.i

The familys relationship with Hill-Rom didnt end when

the equipment arrived The disease state may not change

but the patients condition is ever-changing says Suzanne

We work with the physician care group and family to

determine their needs

Suzanne talks with Chris nearly every week and her support

includes helping with equipment that is not Hill-Roms

Her goal is the same as the familysshe wants to see

John recover as fully as possible

Chris sums it up Having John in his own home with the

necessary equipment is allowing us to speed his recovery

and bring him back We want him back

Since 2000 more than 175000 U.S soldiers have suffered

traumatic brain injury Hill-Roms Home Care channel

plays vital role in meeting the unique needs of these men

and women
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Al Rahba Hospital

Placing Safety First

and Seeing Results

Serving the needs of modern multi-cultural hospital

in the Mideast requires special team And when the hospital

is located near one of the busiest highways in the region the focus needs to be on safety in

all areas Thats where Hill-Roms team of experts come in to help

Meet Al Rahba Hospital located halfway between the

United Arab Emirates two largest cities Abu Dhabi and

Dubai Opened in 2003 Al Rahba is the first public hos

pital in the UAE to earn accreditation by joint Commission

International widely recognized as one of the worlds

leaders in setting standards for quality improvement and

patient safety

Al Rahba with more than 160 beds operates an excep

tionally busy emergency department Traffic accidents are

the number one cause of traumatic injury in the UAE

Safe patient trans

portsafe both for

the patient and the

caregiveris doubly to meet those needs
important in facility

with so many trauma

cases So the staff at Al Rahba began looking into the idea

of installing overhead lifts for their growing ICU

Al Rahba hospital began with three lifts the first such

installation in the region We arranged the installation so

that we wouldnt disturb the staff during their workday

Its busy ICU almost 100 percent full says Mohamed

Yassine Senior Clinical Advisor for Hill-Rom

We did one room each day We involved the caregivers

every step of the way consulting them about where we

should place the controls and the motor to make it easiest

for them We wanted the lifts to be comfortable and com

patible with their work environment

After the installation was complete it was time to train

the staff Peter KarlstØn HiII-Roms sales manager for lift

products came to assist total of 40 people were trained

on the new equipment It was very hands-on more of

workshop says KarlstØn The staff is very capable so it

went smoothly

Pictured large photo Likorall 2OO product demonstration

Inset Al Rahba Hospital in United Arab Emirates

Yassine says that the key to success in this kind of situation

is to really understand the customers needs and seek the

right solution to meet those needs For this situation he

draws from personal experience was nurse for nine

years Yassine explains When we first talked with the

staff at Al Rahba showed them the neck collar had to

wear because of injuries on the job lifting patients They

could see understood what their work was like

.. the key to success in this kind of situation is to really

understand the customers needs and seek the right solution

Lift System Designed
for Safety

Every day the Liko overhead life system safely lifts

thousands of patients and saves just as many backs

The system is designed to provide safety while still

being easy to use It also offers flexibility due to

its numerous rails slings and accessories Staff at

Al Rahba Hospital have found the system an effec

tive addition in their Intensive Care Unit ICU and

safety enhancement for patients and staff

Page 13
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Corporate Social

ResponsibilityMaking

Difference at Hill-Rom

Hill-Roms commitment to Corporate Social

Responsibility CSR grows from its mission of enhancing outcomes

We aimto create sustainable CSR programs that bring together Hill-Roms

core competencies and mission and foster employee engagement

Hill-Roms CSR commitment seeks to

Increase access to health care for those in need through provision of Hill-Rom products and services and targeted

support in education and research endeavors including

Scholarship and research grant programs focused on nursing excellence and clinical outcomes

Hospital Beds for HumanityTM program developed to repurpose beds and equipment to needy areas

of the world

Improve the communities in which we live and operate through philanthropic support of programs that educate

foster improved health care and improve the quality of life

Reduce environmental impact or harm through attention and focus on our products processes and behaviors and

how they impact the environment

Hill-Roms Signature Hospital Beds for Humanity Program Has Global Reach

Volunteerism continues to be at the heart of the Hospital

Beds for Humanity program The program was launched

in 2009 and expanded in 2010 Targeting the responsible

re-deployment of good used hospital beds the program

begins with repair of used but serviceable beds by teams

of Hill-Rom volunteers Once repaired beds are tested and

certified ready for distribution Employee volunteers then

help with bed installations at destinations in needy facilities

throughout the world

Since the programs inception teams of Hill-Rom employees

from the United States France and Australia have worked

at the companys manufacturing facilities to repair and

prepare the beds In fact more than 400 volunteers have

worked to repair and distribute nearly 500 beds and

stretchers through the program this past year Donations

of these beds and stretchers with installation and training

for the local hospital staffs have been made to hospitals

in need in Ghana Papua New Guinea Mexico Panama

and Haiti

This is really unique program among the many compa
nies with which we partner said George Roberge Vice

President of Operations for Project C.U.R.E Hill-Rom has

made significant improvements to the infrastructure of

the recipient hospitals we work with and the thousands of

patients that receive care at these facilities The advanced

beds have also made huge impact on the hospitals

staff and caregivers as it is much easier to turn lift and

transfer patients

Project CURE is not-for-profit humanitarian relief orga

nization that specializes in providing donated medical

equipment and supplies to resource-starved hospitals and

clinics throughout the developing world and has part

nered with Hill-Rom for this program

John Dickey executive sponsor for the Hospital Beds for

Humanity program sums it up when he says The program

is tangible way to make global difference It empowers

our employee volunteers extends the life of significant

resources and helps people throughout the world

Pictured Hill-Rom Quality Engineer Deiphine Bedault works on bed during the volunteer Day in France Pictured in the insets Hill-Rem employee

volunteers delivered refurbished beds to many parts or the world during 2010 including left to right Panama Mexico and Papua New Guinea
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Financial Highlights

Dollars in millions except per
share data

Net Revenues

Capital sales

Rental revenues

Total Revenues

Gross Profit

Capital sales

Rental revenues

Total Gross Profit

Research and development expenses

Selling and administrative expenses

Litigation credit

Impairment of goodwill and other intangibles

Special charges

Operating Profit Loss

Other income expense net

Income Loss from Continuing Operations Before Income Taxes

Income tax expense

Income Loss from Continuing Operations

Income from discontinued operations

Net Income Loss

Less Net income attributable to noncontrolling interest

Net Income Loss Attributable to Common Shareholders

Income per Common Share from Continuing OperationsDiluted

Income per Common Share from Discontinued OperationsDiluted

Net Income Loss per Common ShareDiluted

Dividends per Common Share

Average Common Shares OutstandingDiluted 000s

Fiscal Year Ended September 30

2010 2009 2008

996.6 921.5 1044.0

473.0 465.4 463

1469.6 1386.9 1507.7

448.0 365.8 425.4

268.6 262.1 244.1

716.6 627.9 669.5

58.3 55.7 57.3

474.6 461.6 486.6

21.2

472.8

13.2 20.5 22

191.7 382.7 102.8

8.8 3.9 10.5

182.9 378.8 92.3

56.9 26.2 25.2

126.0 405.0 67.1

48.7

126.0 405.0 115.8

0.7

125.3 405.0 5.8

1.97 6.47 .07

0.78

1.97 6.47 1.85

0.41 0.41 0.78

63739 62581 62622

Shareholders 21000 17900 24700

Employees 6350 6500 6800

Note Financial information presented above reflects the results of Hill-Porn Holdings Inc on continuing operations
basis with the results of the former funeral services business

reflected in discontinued operations for the fiscal year
ended September 30 2008

See Managements Discussion and Analysis
of Financial condition and Results of Opetations and Notes to consolidated Financial Statements for more information
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Five-Year Summary

Fiscal Year Ended September 30

Dollars in millions except per share data 2010 2009 2008 2007 2006

Results of Operations

Net revenues $1469.6 1386.9 1507.7 13565 1288.3

Cost of revenues and operating expenses $1285.9 1276.3 1382.1 1237.0 1156.0

Litigation credits 21.2 1.2 2.3

Impairment of goodwill and other intangibles 472.8

Special charges credits 13.2 20.5 22.8 0.2 5.4

Operating profit oss 191.7 382.7 102.8 120.9 129.2

Other income expense net 8.8 3.9 10.5 14.7 13.9

Income loss from continuing operations before income taxes 182.9 378.8 92.3 106.2 115.3

of net revenues 12.4 27.3 6.1 7.8 89

Income tax expense 56.9 26.2 25.2 35.8 36.8

effective rate 31.1 6.9 27.3 33.7 31.9

Income loss from continuing operations 126.0 405.0 67.1 70.4 78.5

of net revenues 8.6 29.2 4.5 5.2 6.1

Income from discontinued operations 48.7 120.2 142.7

Net income loss 126.0 405.0 115.8 190.6 221.2

Less Net income attributable to noncontrolling interest 0.7

Net income loss attributable to common shareholders 125.3 405.0 115.8 190.6 221.2

Per Share Data

Income loss attributable to common shareholders from

continuing operationsDiluted 1.97 6.47 1.07 1.13 1.28

Net income loss attributable to common shareholders

Diluted 1.97 6.47 1.85 3.07 3.59

Cash dividends 0.41 0.41 0.78 1.14 1.13

Average common shares outstandingDiluted 000s 63739 62581 62622 62115 61577

Results of Operations and diluted income loss per share data reflects the results of Hill-Ram Holdings Inc on continuing operations basis with the results of the former funeral services

business reflected in discontinued
operations

for
all periods presented

bi Reflects antitrust litigation credits in 2010 2007 and 2006

ci Reflects an impairment of
goodwill

and other
intangibles

due to decline in the companys market
capitalization during

the second
quarter

of fiscal 2009 related to the overall macro-economic

climate and its unfavorable impact on hospital capital spending

Id Special charges credits reflect actions taken including streamlining the
organization realignment of certain operations the write-down of

underperforming
and rationalized assets and the

reversal of prior special charge provisions in excess of requirements see Note 10 to consolidated Financial Statements

el Reflects the 2009 non-deductible goodwill impairment charge and discrete period tax items as applicable each
year

If Reflects reduced dividends since the date of the separation of the funeral services business

HRC HB

Fiscal Year Ended September 30

2010 2009 2008 2007 2006

Financial Position

Current assets 739.2 695.1 772.3 894.4 763.9

Current liabilities 288.7 344.3 394.7 339.6 325.2

Working capital 450.5 350.8 377.6 554.8 438.7

Current ratio 2.6 20 2.0 2.6 2.3

Equipment leased to others and property net 243.7 272.4 296.8 41 0.3 369.1

Total assets $1245.6 1232.6 1689.9 211 7.0 1952.2

Long-term obligations/debt 98.5 99.7 100.3 349.0 347.4

Shareholders equity 707.5 609.3 1082.6 1277.8 1131.7

Other Data

Capital expenditures 64.7 63.9 102.6 135.2 92.6

Depreciation amort write-down of intangibles 99.7 573.0 112.8 07.3 108.8

Net cash provided by operating activities 139.8 225.7 270.5 285.3 29.1

Employees 6350 6500 6800 9900 9300

Shareholders 21000 17900 24700 19000 24200

Stock price rangehigh and low $35.89i 9.59 30.048.89 33.4624.38 67.4954.57 58.1444.8

Financial position and other data reflects the operations of Hill-Ram Holdings Inc HRC as of and for the years ended September 30 2010 2009 and 20CR and Hillenbrand Industries Inc HB
our predecessor as of and for the

yeats
ended September 30 2007 and 2006

hi cash flow information for fiscal year 2008 reflects Hill-Ram Holdings Inc for the full
year and oar former funeral services business for the first half of such year

ii Stock price range for the year ended September 30 2008 reflects only the period April 12008 the date of the separation through September 30 2008
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PART

DISCLOSURE REGARDING FORWARD LOOKING STATEMENTS

Certain statements in this Annual Report on Form 10-K Form 10-K contain forward-looking statements within the meanings of the

Private Securities Litigation Reform Act of 1995 regarding our future plans objectives beliefs expectations representations and

projections We have tried whenever possible to identify these forward-looking statements by using words such as intend

anticipate believe plan encourage expect may goal become pursue estimate strategy will

projection forecast continue accelerate promise increase higher lower reduce improve expand

progress potential or the negative of those terms or other variations of them or by comparable terminology The absence of such

terms however does not mean that the statement is not forward-looking

Forward-looking statements are not guarantees of future performance and our actual results could differ materially from those set

forth in any forward-looking statements Factors that could cause actual results to differ from forward-looking statements include but

are not limited to the factors discussed under the heading Risk Factors in this Annual Report on Form 10-K We assume no

obligation to update or revise any forward-looking statements

Item BUSINESS

General

Hill-Rom Holdings Inc the Company Hill-Rom we us or our formerly known as Hillenbrand Industries Inc was

incorporated on August 1969 in the State of Indiana and is headquartered in Batesville Indiana We are leading worldwide

manufacturer and provider of medical technologies and related services for the health care industry including patient support systems

safe mobility and handling solutions non-invasive therapeutic products for variety of acute and chronic medical conditions medical

equipment rentals and information technology solutions Our comprehensive product and service offerings are used by health care

providers across the health care continuum in hospitals extended care facilities and home care settings worldwide to enhance the

safety and quality of patient care

On March 31 2008 we completed the spin-off to our shareholders of our funeral services business operating under the Batesville

Casket name through tax-free stock dividend In connection with the distribution the Company formerly known as Hillenbrand

Industries Inc changed its name to Hill-Rom Holdings Inc and began trading under the symbol HRC on the New York Stock

Exchange The results of operations of the funeral services business have been presented as discontinued operation for all periods

presented in this Form 10-K

Segment Information

We operate and manage our business within three reportable segments each of which are generally aligned by customer type The

segments are as follows

North America Acute Care- sells and rents our hospital patient support and near-patient technologies as well as our health

information technology solutions to acute care facilities in North America

North America Post-Acute Care- sells and rents variety of products outside of the hospital setting including long-term

acute care extended care and home care offering patient support systems and respiratory care products

International and Surgical- sells and rents similar products as our North America businesses to Europe and the rest of the

world as well as sales of surgical accessories to facilities worldwide

Net revenues segment profitability and other measures of segment reporting for each reporting segment are set forth in Note 14 of

Notes to the Consolidated Financial Statements included under Part II Item of this Form 10-K No single customer accounts for

more than 10 percent of our revenue in any segment



Products and Services

We have extensive distribution capabilities and broad reach across all health care settings We sell and rent primarily to acute and

extended care health care facilities worldwide through both direct sales force and distributors An emerging business involves the

direct to consumer DTC sales for patients and families desiring the same level of product while at home Through our network of

approximately 190 North American and 20 international service centers and approximately 1240 North American and 300

international service professionals we are able to provide technical support and services and rapidly deliver our products to customers

on an as-needed basis providing our customers flexibility to purchase or rent our products This extensive network is critical to

securing contracts with Group Purchasing Organizations GPOs and serving our customers

Our products and services are outlined below Except where noted we generally sell products and services and rent from each of our

product categories in all of our business segments

Patient Support Systems Our innovative patient support systems include variety of bed systems along with integrated and non-

integrated therapeutic bed surfaces that we rent and sell worldwide These patient support systems can be designed for use in high

mid and low acuity settings depending on the specific design options Our advanced patient support systems can also provide patient

data reporting e.g weight and therapy statistics real time caregiver decision support patient safety alarms and caregiver alerts

concerning such things as bed exit bed height patient positioning wound healing and prevention pulmonary treatment point of care

controls and patient turn assist and upright positioning Approximately 52 percent 45 percent and 53 percent of our revenues during

fiscal 2010 2009 and 2008 were derived from patient support systems

Non-Invasive Therapeutic Products We rent and sell non-invasive therapeutic products and surfaces designed for the prevention and

treatment of variety of acute and chronic medical conditions including pulmonary wound and bariatric conditions These products

are rented and sold across all of our segments primarily in the U.S Canada and Europe with the exception of our respiratory care

products which are provided solely by our North America Post-Acute Care segment Approximately 30 percent 30 percent and 27

percent of our revenues were derived from these therapeutic products in fiscal 2010 2009 and 2008

Medical Equipment Management and Contract Services We provide rentals and health care provider asset management services for

wide variety of moveable medical equipment also known as MME such as ventilators defibrillators intravenous pumps and patient

monitoring equipment In addition we also sell equipment service contracts for our capital equipment primarily in the U.S

Approximately 10 percent 10 percent and percent of our revenues were derived from these products and services in fiscal 2010

2009 and 2008

Patient Environment and Mobilization Solutions These products include mobility solutions such as lifts and other devices used to

safely move patients architectural products such as headwalls and power columns and health care furniture We sell patient

environment and mobility solutions products across all of our segments primarily to acute and extended care health care facilities

worldwide

Health In formation Technology Solutions We also develop and market variety of communications technologies and software

solutions These are designed to improve patient safety and efficiency at the point of care by among other things enabling patient-to-

staff and staff-to-staff communications and aggregating and delivering patient data These products are sold mainly to our North

America Acute Care customers

Raw Materials

Principal materials used in our products include carbon steel aluminum stainless steel wood and laminates petroleum based

products such as foams and plastics and other materials substantially all of which are available from several sources Motors and

electronic controls for electrically operated beds and certain other components are purchased from one or more manufacturers

Prices fluctuate for raw materials and sub-assemblies used in our products based on number of factors beyond our control

Specifically over the past several years the fluctuating prices of certain raw materials including metals fuel plastics and other

petroleum based products in particular and fuel related delivery costs had direct effect on our profitability Although we generally

have not engaged in hedging transactions with respect to raw material purchases we have entered into fixed price supply contracts at

times

Most of our extended contracts with hospital GPOs and other customers for the sale of products in North America permit us to

institute annual list price increases although we may not be able to raise prices sufficiently to offset all raw material cost inflation



Competition

In all our business segments we compete on the basis of clinical expertise and resulting product clinical utility and ability to produce

favorable outcomes as well as value quality customer service innovation and breadth and depth of product offerings As all of our

business segments generally sell products and services in all of our product categories we evaluate our competition based on our

product categories rather than our business segments

The following table displays our significant global competitors with respect to each product category

Product Categories Competitors

Patient Support Systems Stryker Corporation

ArjoHuntleigh Division of Getinge AB
Linet/Wissner-Bosserhoff

Non-Invasive Therapeutic Products Kinetic Concepts Inc

SIZEWise Rentals LLC

RecoverCare LLC

Medical Equipment Management and Contract Services Universal Hospital Services Inc

Freedom Medical Inc

Health Information Technology Solutions Rauland-Borg Corporation

GE Medical owns Dukane
West-Corn Nurse Call Systems Inc

Patient Environment and Mobility Solutions Arjo/Huntleigh Division of Getinge AB
Guldmann

Waverly Glen

Additionally we compete with large number of smaller and regional manufacturers

Regulatory Matters

FDA Regulation We design manufacture install and distribute medical devices that are regulated by the Food and Drug

Administration FDA in the U.S and similar agencies in other countries The regulations and standards of these agencies evolve

over time and require us to make changes in our manufacturing processes and quality systems to remain in compliance The FDAs

Quality System regulations and the regulatory equivalents under the Medical Device Directive in the European Union set forth

standards for our product design and manufacturing processes require the maintenance of certain records and provide for inspections

of our facilities From time to time the FDA performs routine inspections of our facilities and may inform us of certain deficiencies

in our processes or facilities however we currently have no outstanding so-called warning letters which would indicate that any

material remediation actions are required In addition there are also certain state and local government requirements that must be

complied with in the manufacturing and marketing of our products

Environmental We are subject to variety of federal state local and foreign environmental laws and regulations relating to

environmental and health and safety concerns including the handling storage discharge and disposal of hazardous materials used in

or derived from our manufacturing processes
When necessary we provide for reserves in our financial statements for environmental

matters Based on the nature and volume of materials involved regarding onsite impacts and other currently known information we do

not expect the remediation costs for any onsite environmental issues in which we are currently involved to exceed $2 million

Health Care Reulations The Health Care industry is undergoing significant change In March 2010 comprehensive health care

reform legislation was signed into law through the passage of the Patient Protection and Affordable Health Care Act H.R 3590 and

the Health Care and Education Reconciliation Act H.R 4872 In addition to health care reform Medicare Medicaid and managed

care organizations such as health maintenance organizations and preferred provider organizations traditional indemnity insurers and

third-party administrators are increasing pressure to both control health care utilization and to limit reimbursement either through

competitive bidding programs or otherwise The potential impact of these changes to our business is discussed further in Item 1A
Risk Factors and Part II Item 7-Managements Discussion and Analysis of Financial Condition and Results of Operations included in

this Annual Report on Form 10-K



Product Development

Most of the Companys products and product improvements have been developed internally The Company maintains close working

relationships with physicians and medical personnel in hospitals and universities who assist in product research and development

New and improved products play critical role in the Companys sales growth The Company continues to place emphasis on the

development of proprietary products and product improvements to complement and expand its existing product lines Our significant

research and development activities are located in an Innovation Center at our corporate headquarters in Batesville Indiana as well as

our locations in Cary North Carolina Lulea Sweden Montpelier and Pluvigner France and in the Asia Pacific in Singapore

Research and development is expensed as incurred Research and development expense included within continuing operations for the

fiscal years ended September 30 2010 2009 and 2008 was $58.3 million $55.7 million and $57.3 million

In addition certain software development technology costs are capitalized as intangibles and are amortized over period of three to

five years once the software is ready for its intended use The amount spent during fiscal years 2010 2009 and 2008 was

approximately $4.8 million $5.8 million and $9.5 million

Patents and Trademarks

We own and from time-to-time license number of patents on our products and manufacturing processes but we do not believe any

single patent or related group of patents is of material significance to our business as whole We also own number of trademarks

and service marks relating to our products and product services but except for the mark Hill-Rom we do not believe any single

trademark or service mark is of material significance to our business as whole

Foreign Operations and Export Sales

Information about our foreign operations is set forth in tables relating to geographic infonnation in Note 14 of Notes to Consolidated

Financial Statements which statements are included herein under Part II Item Financial Statements and Supplementary Data

Employees

At September 30 2010 we had approximately 6350 employees worldwide Approximately 550 of our employees work in our

logistics and manufacturing operations in the U.S where there are collective bargaining agreements We are also subject to various

collective bargaining arrangements or national agreements outside the U.S We have not experienced work stoppage in the U.S in

over 40 years and we believe that our employee relations are satisfactory

Executive Officers

The following sets forth certain information regarding our executive officers The term of office for each executive officer expires on

the date his or her successor is chosen and qualified No director or executive officer has family relationship with any other

director or executive officer of the Company as that term is defined for purposes of this disclosure requirement There is no

understanding between any executive officer and any other person pursuant to which the executive officer was selected

John Greisch 55 was elected President and Chief Executive Officer of Hill-Rom in January 2010 Mr Greisch was most recently

President International Operations for Baxter International Inc position he held since 2006 Prior to this he held several other

positions with Baxter serving as Baxters Chief Financial Officer and as President of Baxters BioScience division

Gregory Miller 47 was elected Senior Vice President and Chief Financial Officer of the Company effective July 2005 and has

agreed with the Company to step down from this position effective December 13 2010 He previously held the positions of Vice

President Controller and Chief Accounting Officer for the Company from May 2002 to July 2005 and Vice President Controller

from November 2001 to May 2002 Prior to joining the Company he held various leadership positions with Newell Rubbermaid Inc

manufacturer and marketer of name-brand consumer products

Mark Guinan age 48 has agreed to become the Senior Vice President and Chief Financial Officer of the Company effective

December 13 2010 Mr Guinan previously held variety of positions with Johnson Johnson most recently as the Chief

Procurement Officer since October 2009 Prior to that he served as their Vice President Finance Global Pharmaceutical Group



their Vice President Finance Global RD and Business Operations and also held several positions in their Ethicon Endo-Surgery

business

Abel Ang 37 has served as the Chief Technology Officer and Vice-President of Global Product Platforms for Hill-Rom since May
2008 Prior to this he held variety of positions at Hill-Rom from 2006 on and formerly headed the global Medical Technology and

Biotechnology industry groups in the Singapore Economic Development Boards EDB Biomedical Division

Martha Goldberg Aronson 43 was elected Senior Vice President and President North America for Hill-Rom in August 2010 Before

joining Hill-Rom she was most recently Senior Vice President at Medtronic where she held variety of marketing and general

management roles including Vice President and General Manager Gastroenterology/Urology and Vice President and General

Manager for Medtronics Neurological and Diabetes business in Europe

Kimberly Dennis 43 was elected Senior Vice President North America Post-Acute Care effective October 2006 Prior to that she

served in various vice president roles at Hill-Rom leading its Turnaround Program shared services and information technology efforts

from August 2005 to October 2006

Alejandro Infante Saracho 49 was elected Senior Vice President and President International for Hill-Rom effective May 2010 Before

joining the Company he spent more than 25 years with Hospira and Abbott serving in number of executive positions including

President of the Americas General Manager International Operations and Regional Director Latin America for Hospira

Scott Jeffers 40 was elected Senior Vice President Global Supply Chain for Hill-Rom in September 2010 Before joining Hill-Rom

he was General Manager for Global Lean Enterprise at GE Healthcare company for which he held various leadership positions over

the course of 11
years

Richard Keller 49 was elected Vice President Controller and Chief Accounting Officer of the Company effective August 2005

He had served as Executive Director Controller of Hill-Rom since March 2004 and as Director Financial Planning and Analysis of

the Company from May 2002 to March 2004 Prior to joining the Company Mr Keller served as Director in the Audit and Business

Advisory Services group of PricewaterhouseCoopers LLP

Susan Lichtenstein 53 was elected Senior Vice President Corporate Affairs Chief Legal Officer and Secretary for Hill-Rom

effective May 2010 Previously she was Corporate Vice President and General Counsel at Baxter International where she was

responsible for global legal matters corporate communications and government affairs

Blair Andy Rieth Jr 52 was hired as Vice President of Investor Relations of the Company in June 2006 Prior to joining us he

was the Investor Relations Officer of Guidant Corporation from 2000 to 2006

Philip Settimi 33 was elected Senior Vice President Global Marketing Corporate Strategy and Chief Marketing Officer for Hill

Rom effective May 2010 He joined Hill-Rom from Hospira where he was Vice President Global Marketing for Hospiras medical

device business Dr Settimi previously worked for General Electrics health care business serving in number of marketing and

strategy roles

Perry Stuckey 51 was elected Senior Vice President and Chief Human Resources Officer in August 2010 Before joining Hill-Rom

he was with Rockwell Automation where he most recently was Vice President Human Resources for Rockwells Automation Control

Products and Solutions Business Segment

Availability of Reports and Other Information

Our website is www.Hill-Rom.com We make available on this website free of charge access to our annual quarterly and current

reports and other documents we file with or furnish to the Securities and Exchange Commission SEC as soon as practicable after

such reports or documents are filed or furnished We also make available on our website position specifications for the Chainnan

Vice Chairman members of the Board of Directors and the Chief Executive Officer our Code of Ethical Business Conduct the

Corporate Governance Standards of our Board of Directors and the charters of each of the standing committees of the Board of

Directors All of these documents are also available to shareholders in print upon request



All reports filed with the SEC are also available via the SEC website www.sec.cov or may be read and copied at the SEC Public

Reference Room at 100 Street NE Washington DC 20549 Information on the operation of the Public Reference Room may be

obtained by calling the SEC at 1-800-SEC-0330

Item 1A RISK FACTORS

Our business involves risks The following information about these risks should be considered carefully together with the other

information contained herein The risks described below are not the only risks we face Additional risks not currently known or

deemed immaterial also may result in adverse effects on our business

We face significant uncertainty in the industry due to government health care reform and we cannot predict how these

reforms will impact our operating results

In March 2010 the U.S Congress adopted and President Obama signed into law comprehensive health care reform legislation through

the passage of the Patient Protection and Affordable Health Care Act H.R 3590 and the Health Care and Education Reconciliation

Act H.R 4872 The new law is expected to increase the number of Americans with health insurance coverage by approximately 32

million through individuallemployer mandates and subsidies offered to lower income individuals with smaller employers The

majority of the expected increase in the number of insured is expected to occur after 2014 as the insurance exchanges open and

Medicaid eligibility is broadened The increase in coverage could translate into increased utilization and associated use of our products

and services However among other initiatives these bills impose 2.3 percent excise tax on medical devices beginning January

20 13 We cannot predict with certainty what healthcare initiatives if any will be implemented at the state level or what the ultimate

effect of federal health care reform or any
future legislation or regulation will have on us However the impact of the tax coupled

with reform-associated payment reductions to Medicare and Medicaid reimbursement discussed below could have material adverse

impact our business results of operations and cash flows

Changes in Medicare Medicaid and other governmental medical programs could reduce the reimbursement we receive for

our products and services

In addition to health care reform Medicare Medicaid and managed care organizations such as health maintenance organizations and

preferred provider organizations traditional indemnity insurers and third-party administrators are increasing pressure to both control

health care utilization and to limit reimbursement Changes in reimbursement programs or their regulation including retroactive and

prospective rate and coverage criteria changes competitive bidding for certain products and services and other changes intended to

reduce the program expenditures could adversely affect our third-party reimbursement business Historical changes to Medicare

payment programs from traditional cost-plus reimbursement to prospective payment system resulted in significant change in

how our customers acquire and utilize our products This resulted in reduced utilization and downward
pressure on prices Similarly

future revenues and profitability will be subject to the effect of possible changes in the mix of our customers patients among

Medicare Medicaid third-party and private payor categories increases in case management and the review of services or reductions

in coverage or reimbursement rates by such payors

Failure by us or our suppliers to comply with the Food and Drug Administration FDA regulations and similar foreign

regulations applicable to the products we manufacture or distribute could expose us to enforcement actions or other adverse

consequences

We design manufacture install and distribute medical devices that are regulated by the FDA in the U.S and similar agencies in other

countries Failure to comply with applicable regulations could result in future product recalls injunctions preventing the shipment of

products or other enforcement actions that could have material adverse effect on our revenues and profitability Additionally certain

of our suppliers are subject to FDA regulations and the failure of these suppliers to comply with regulations could adversely affect us

Moreover our moveable medical equipment rental business is subject to product modifications executed by us on behalf of original

medical equipment manufacturers that can result in unanticipated costs and temporary product shortages Additionally regulatory

actions taken by the FDA against those manufacturers can result in product shortages recalls or modifications

We could be subject to substantial fines or damages and possible exclusion from participation in federal health care programs

if we fail to comply with the laws and regulations applicable to our business

We are subject to stringent laws and regulations at both the federal and state levels governing the participation of durable medical

equipment suppliers in federal and state health care programs We are subject to numerous legal requirements related to supplying our



products to patients billing and claims submission processes and our relationships to referral sources

From time to time the government seeks additional information related to our claims submissions and in some instances government

contractors perform audits of payments made to us under Medicare Medicaid and other federal health care programs On occasion

these reviews identify overpayments for which we submit refunds At other times our own internal audits identify the need to refund

payments We anticipate that the frequency and effectiveness of the government audits and review processes will intensify in the

future due to increased resources allocated to these activities at both the federal and state Medicaid level and greater sophistication in

data review techniques

Federal and state fraud and abuse laws are also complex and numerous In the durable medical equipment field fraud and abuse risks

arise most frequently in the claims submission process and in dealings with potential referral sources With respect to the former we
have been advised of qui tam whistleblower action filed against us in 2005 under the federal False Claims Act We are not yet

party to that case having not been served and the government has not yet reached final decision as to whether or not to intervene in

that matter In the meantime we are cooperating with the government in its investigation Because qui tam whistleblower cases are

filed under seal there may be other whistleblower cases filed against us of which we are currently unaware There is also risk that

the government itself would in the future file False Claims Act case against us alleging improper claims activity

Under federal and many state laws it is crime to offer or pay remuneration for the referral of any federal health care program

business In addition the Foreign Corrupt Practices Act FCPA makes it crime to offer bribes or kickbacks to foreign

governmental officials These activities are prosecuted under the federal criminal anti-kickback statute the FCPA and parallel civil

authorities Durable medical equipment suppliers relationships with physicians home health agencies and other referral sources are

subject to anti-kickback scrutiny We are not aware of any pending investigation or enforcement action against us relating to these

statutes

If we are deemed to have violated these laws and regulations we could be subject to substantial fines or damages and possible

exclusion from participation in federal health care programs such as Medicare and Medicaid While we believe that our practices

materially comply with applicable state and federal requirements the requirements may be interpreted in manner inconsistent with

our interpretation Failure to comply with applicable laws and regulations even if inadvertent could have material adverse impact

on our business

Our future financial performance will depend in part on the successful introduction of new products into the marketplace on

cost-effective basis The financial success of new products could be adversely impacted by competitors products lack of

differentiation or willingness of customers to pay for such differentiation customer acceptance difficulties in product

development and manufacturing quality issues and warranty claims certain regulatory approvals and other factors The

introduction of new products may also cause customers to defer purchases of existing products which could have an adverse

effect on sales

Our future financial performance will depend in part on our ability to influence anticipate identify and respond to changing consumer

preferences and needs We cannot assure that our new products will achieve the same degree of success that has been achieved

historically by our products We may not correctly anticipate or identify trends in consumer preferences or needs or may identify

them later than competitors do Any strategies we may implement to address these trends may prove incorrect or ineffective In

addition difficulties in manufacturing or in obtaining regulatory approvals may delay or prohibit introduction of new products into the

marketplace Further we may not be able to develop and produce new products at cost that allows us to meet our goals for

profitability particularly since downward pressure on health care product prices is expected to continue Warranty claims and service

costs relating to our products may be greater than anticipated and we may be required to devote significant resources to address any

quality issues associated with our new products which could reduce the resources available for further new product development and

other matters For example as part of the tradeoff between clinical effectiveness and comfort which is inherent in most clinical

products we have at times dedicated research and development efforts to improving the comfort and customer acceptance of certain of

our products These efforts together with the foregoing focus on enhancing the competitiveness of our core products have sometimes

resulted in the dedication of new product development resources to sustaining development efforts

Failure to successfully introduce new products on cost-effective basis or delays in customer purchasing decisions related to the

evaluation of new products could cause us to lose market share and could materially adversely affect our business fmancial

condition results of operations and cash flow



Further adverse developments in general domestic and worldwide economic conditions and instability and disruption of credit

markets could have further adverse affects on our operating results financial condition or liquidity

We are subject to risks arising from adverse changes in general domestic and global economic conditions including recession or

economic slowdown and disruption of credit markets The credit and capital markets experienced extreme volatility and disruption

over the past two years leading to recessionary conditions and depressed levels of consumer and commercial spending These

recessionary conditions caused customers to reduce modify delay or cancel plans to purchase our products and services If

worldwide economic conditions worsen we would expect our customers to scrutinize costs resulting from pressures on operating

margin due to rising supply costs reduced investment income and philanthropic giving increased interest expense reimbursement

pressure reduced elective health care spending and uncompensated care

Our pension plans invest in variety of equity and debt securities including securities that have been adversely affected by the recent

disruption in the credit and capital markets Our pension plans were underfunded at September 30 2010 by approximately $51

million Market volatility and disruption could cause further declines in asset value or fluctuations in assumptions used to value our

liability and expenses If this occurs we may need to make additional pension plan contributions and our pension expense
in future

years may increase

Our business is significantly dependent on major contracts with group purchasing organizations or GPOs and integrated

delivery networks or IONs Our relationships with these organizations pose several risks

majority of our North American hospital sales and rentals are made pursuant to contracts with hospital GPOs At any given time

we are typically at various stages of responding to bids and negotiating and renewing expiring GPO agreements Failure to be

included in certain of these agreements could have material adverse effect on our business including capital and rental revenues

The contracting practices of GPOs change frequently to meet the needs of their member hospitals An emerging trend is for GPOs to

offer committed programs or standardization programs where one supplier may be chosen to serve designated members that elect to

participate in the program Participation by us in such programs may require increased discounting and failure to participate or to be

selected for participation in such programs may result in reduction of sales to the member hospitals In addition the industry is

showing an increased focus on contracting directly with health systems or IDNs which typically represents influential members and

owners of GPOs IDNs and health systems often make key purchasing decisions and have influence over the GPOs contract

decisions This presents an opportunity to have more contracts directly with customers but customers may request additional

discounts or other enhancements

GPOs IDNs and large health care providers have communicated that their member hospitals are under cost pressure and they have

increased their focus on pricing and on limiting price increases Some of our sales contracts contain restrictions on our ability to raise

prices therefore limiting our ability in the short-term to respond to significant increases in raw material prices or other factors

Increased prices for or unavailability of raw materials or sub-assemblies used in our products could adversely affect

profitability or revenues In particular our results of operations in recent years have been adversely affected by high prices

for metals fuel plastics and other petroleum based products We also procure several raw materials and sub assemblies from

single suppliers

Our profitability is affected by the prices of the raw materials and sub-assemblies used in the manufacture of our products These

prices may fluctuate based on number of factors beyond our control including changes in supply and demand general economic

conditions labor costs fuel related delivery costs competition import duties tariffs currency exchange rates and in some cases

government regulation Significant increases in the prices of raw materials or sub-assemblies that cannot be recovered through

increases in the prices of our products could adversely affect our results of operations Although we have to some extent historically

been able to offset such rising costs with increases in the prices of our products or other productivity gains there can be no assurance

that the market place will support higher prices or that such prices and productivity gains will fully offset any commodity price

increases in the future Increases in prices resulting from tightening supply of these or other commodities or fuel could adversely

affect our profitability We generally have not engaged in hedging transactions with respect to raw material purchases but do enter

into fixed price supply contracts at times Future decisions not to engage
in hedging transactions or ineffective hedging transactions

may result in increased price volatility with resulting adverse effects on profitability
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Our dependency upon regular deliveries of supplies from particular suppliers means that interruptions or stoppages in such deliveries

could adversely affect our operations until arrangements with alternate suppliers could be made Several of the raw materials and sub-

assemblies used in the manufacture of our products currently are procured only from single source If any of these sole-source

suppliers were unable or unwilling to deliver these materials for an extended period of time as result of financial difficulties

catastrophic events affecting their facilities or other factors or if we were unable to negotiate acceptable terms for the supply of

materials with these sole-source or alternate suppliers our business could suffer We may not be able to find acceptable alternatives

and any such alternatives could result in increased costs Difficulties in the credit markets could adversely affect our suppliers access

to capital and therefore their ability to continue to provide an adequate supply of the materials we use in our products Extended

unavailability of necessary raw material or sub-assembly could cause us to cease manufacturing one or more products for period of

time

We face significant competition as result of low cost competitors entering the market as well as consolidation among
competitors which could reduce our share of the market and our net sales Competition could also cause us to increase

expenditures or cause us to reduce our prices thereby negatively impacting our margins

Over the past several years consolidation and the entrance of new low cost competitors has greatly increased competition in the U.S
and abroad These companies have competed in all areas but most effectively in our most price sensitive segments such as extended

care During the same time period they have grown in size and scale If we are unable to effectively differentiate ourselves from our

competitors our market share sales and profitability through increased expenditures or decreased prices could be adversely

impacted

The majority of our products are manufactured at single facility or location and the loss of one or more of these facilities or

locations could prevent us from manufacturing all the various products we sell

We manufacture the majority of our products in only single facility or location If an event occurred that resulted in material damage

to one or more of these manufacturing facilities or otherwise prevented us from fully utilizing the manufacturing capabilities of such

facilities we may be unable to transfer the manufacture of the relevant products to another facility or location in cost-effective or

timely manner if at all This potential inability to transfer production could occur for number of reasons including but not limited

to lack of necessary relevant manufacturing capability at another facility or the regulatory requirements of the FDA or other

governmental regulatory bodies Such an event would materially negatively impact our financial condition results of operation and

cash flows

Our international sales and operations are subject to risks and uncertainties that vary by country which could have material

adverse effect on our business and/or results of operations

International sales accounted for approximately 30 percent of our net sales in fiscal 2010 We anticipate that international sales will

continue to represent significant portion of our total sales in the future In addition we have manufacturing facilities in Monterrey
Mexico and Pluvigner France which produce products that are not produced inside the U.S as well as other facilities and third-party

suppliers that are located outside of the U.S As result our international sales as well as our sales inside the U.S of products

produced or sourced internationally are subject to risks and uncertainties that can vary by country Such risks include those related to

political instability economic conditions foreign currency exchange rate fluctuations changes in tax laws regulatory and

reimbursement programs and policies and the protection of intellectual property rights

Our Information Technology will require material upgrade by 2013

We utilize company-wide information technology IT platform This IT platform is integrated into substantially all of our

company wide operations and materially impacts our manufacturing sales accounting and other back-office functionality We may
not successfully complete the rollout of an upgrade to that platform and related features or services without diverting internal company

resources from their current tasks or hiring contractors In addition deployment of our upgrade may also adversely affect the

performance or reliability of our current IT platform during the transition period If we are unable to effectively manage the IT

upgrade process our future operating performance or cost structure may be negatively impacted
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Our agreements with Hhllenbrand Inc may not reflect terms that would have resulted from arms-length negotiations among

unaffiliated third parties

The agreements related to the separation of Hillenbrand Inc from us including the Distribution Agreement Judgment Sharing

Agreement Tax Sharing Agreement Shared Services Agreements and Transitional Services Agreements were prepared in the context

of the separation and accordingly may not reflect terms that would have resulted from arms-length negotiations among unaffihiated

third parties The terms of these agreements relate to among other things allocation of assets liabilities rights indemnifications and

other obligations between us and Hillenbrand Inc For descriptions of these agreements see Note of Notes to Consolidated

Financial Statements included under Part II Item of this Form 10-K

Unfavorable outcomes related to uncertain tax positions could result in significant tax liabilities

We have recorded tax benefits related to various uncertain tax positions taken or expected to be taken in tax return While we believe

our positions are appropriate the IRS state or foreign tax authorities could disagree with our positions resulting in significant tax

payment

Our strategic initiatives may not produce the intended growth in revenue and operating income

We have previously disclosed operational strategies and initiatives These strategies include making significant investments to achieve

revenue growth and margin improvement targets both organically and through strategic acquisitions If we do not achieve the

expected benefits from these investments or otherwise fail to execute on our strategic initiatives we may not achieve the growth

improvement we are targeting and our results of operations may be adversely affected

We may not be successful in achieving expected operating efficiencies and sustaining or improving operating expense

reductions and may experience business disruptions associated with announced restructuring realignment and cost

reduction activities

Over the past few years we have announced several restructuring realignment and cost reduction initiatives including significant

realignments of our businesses employee terminations and product rationalizations in North America continued restructuring

realignment and continuous improvement initiatives at our manufacturing facilities shifting portion of our manufacturing capacity to

facility in Mexico efforts to improve our medical equipment management services business and other streamlining initiatives While

we have started to realize the efficiencies of these actions these activities may not produce the full efficiency and cost reduction

benefits we expect Further such benefits may be realized later than expected and the ongoing costs of implementing these measures

may be greater than anticipated If these measures are not successful or sustainable we may undertake additional realignment and cost

reduction efforts which could result in future charges Moreover our ability to achieve our other strategic goals and business plans

may be adversely affected and we could experience business disruptions with customers and elsewhere if our restructuring and

realignment efforts prove ineffective

Product liability or other liability claims could expose us to adverse judgments or could affect the sales of our products We

are also involved on an ongoing basis in claims lawsuits and governmental proceedings relating to our operations including

environmental antitrust patent infringement business practices commercial transactions and other matters

We are involved in the design manufacture and sale of health care products which face an inherent risk of exposure to product

liability claims if our products are alleged to have caused injury or are found to be unsuitable for their intended use Any such claims

could negatively impact the sales of products that are the subject of such claims or other products We from time-to-time and

currently are party to claims and lawsuits alleging that our products have caused injury or death or are otherwise unsuitable It is

possible that we will receive adverse judgments in such lawsuits and any such adverse judgments could be material Although we do

carry insurance with respect to such matters this insurance is subject to varying deductibles and self-insured retentions and may not be

adequate to cover the full amount of any particular claim

In addition we are currently involved in number of claims lawsuits and governmental investigations more thoroughly described in

Note 16 of Notes to Consolidated Financial Statements included under Part II Item of this Form 10-K In particular we are

codefendant with Batesville Casket Company subsidiary of Hillenbrand Inc in proposed class action lawsuit that if adversely

decided could have material adverse effect on our results of operations financial condition and/or liquidity The ultimate outcome

of the various claims lawsuits and governmental investigations in which we are involved cannot be predicted with certainty but could

have material adverse effect on our financial condition results of operations and cash flow We are also involved in other possible
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claims including workers compensation employment-related matters and auto liability While we maintain insurance for certain of

these exposures the policies in place are high-deductible policies resulting in our assuming exposure for layer of coverage with

respect to such claims

We may not be able to grow if we are unable to successfully acquire and integrate or form business relationships with other

companies

Although we plan to continue to grow certain of our businesses by acquiring or forming partnerships joint ventures and alliances with

other companies we expect to compete against other companies for acquisitions and may not be able to identify suitable acquisition

candidates or business relationships negotiate acceptable terms for such acquisitions or relationships or receive necessary financing

for such acquisitions or relationships on acceptable terms Moreover once an acquisition partnership alliance or joint venture

agreement is signed various events or circumstances may either prevent the successful consummation of the contemplated acquisition

or transaction or make it unadvisable Additionally we may become responsible for liabilities associated with businesses that we

acquire to the extent they are not covered by indemnification from the sellers or by insurance Therefore if we are able to consummate

acquisitions such acquisitions could be dilutive to earnings and we could overpay for such acquisitions Additionally we may not be

successful in our integration efforts or fully realize expected benefits from the integration and our integration efforts may divert

management and other resources from other important matters and we could experience delays or unusual expenses in the integration

process Ineffective integration may also result in intangible asset impairments which could result in significant charges in our

Statements of Consolidated Income Loss

We may not be able to attract retain and develop key personnel In addition we have recently replaced large number of key

personnel

Our future performance depends in significant part upon the continued service of our executive officers and other key personnel The

loss of the services of one or more of our executive officers or other key employees could have material adverse effect on our

business prospects financial condition and results of operations This effect could be exacerbated if any officers or other key

personnel left as group Our success also depends on our continuing ability to attract retain and develop highly qualified personnel

Competition for such personnel is intense and there can be no assurance that we can retain our key employees or attract assimilate

and retain other highly qualified personnel in the future

Additionally in 2010 we replaced large number of our senior executives including our President and CEO and many of his direct

reports Our continued success depends upon their ability to successfully manage their departments and to successfully integrate into

the company If they are unable to effectively execute their assigned tasks or if we are unable to successfully integrate these key

personnel into the company our operating results may suffer

portion of our workforce is unionized and we could face labor disruptions that would interfere with our operations

Approximately percent of our employees as part of our logistics and manufacturing operations in the U.S work under collective

bargaining agreements We are also subject to various collective bargaining arrangements or national agreements outside the U.S

covering approximately 14 percent of our employees Although we have not recently experienced any significant work stoppages as

result of labor disagreements we cannot ensure that such stoppage will not occur in the future Inability to negotiate satisfactory new

agreements or labor disturbance at one of our principal facilities could have material adverse effect on our operations

Item lB UNRESOLVED STAFF COMMENTS

We have not received any comments from the staff of the SEC regarding our periodic or current reports that remain unresolved
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Item PROPERTIES

The principal properties used in our operations are listed below and except for our leased facilities in Acton Massachusetts Cary

North Carolina St Paul Minnesota and Singapore are owned by us subject to no material encumbrances All facilities are suitable for

their intended purpose are being efficiently utilized and are believed to provide adequate capacity to meet demand for the next several

years

__________________________
Description Primary Use

Acton MA Light manufacturing and development facilities Manufacture and development of health care equipment

Office facilities Administration

Batesville IN Manufacturing development and distribution Manufacture and development of health care equipment

facilities

Office facilities Administration

Cary NC Manufacturing and development facilities Manufacture and development of health care equipment

Office facilities Administration

Charleston SC Development and distribution facilities Development and distribution of therapy units

Office facilities Administration

St Paul MN Office facilities Administration

Pluvigner France Manufacturing development and distribution Manufacture and development of health care equipment

facilities Administration

Office facilities

Montpellier France Manufacturing and development facilities Manufacture and development of therapy units

Sydney Australia Manufacturing and development facilities Manufacture and development of health care equipment

Office facilities Administration

Monterrey Mexico Manufacturing facility Manufacture of health care equipment

Lulea Sweden Manufacturing development and distribution Manufacture and development of safe mobility and

facilities handling solutions

Office facilities Administration

Singapore Manufacturing and development facilities Manufacture and development of health care equipment

Office facilities Administration

In addition to the foregoing we lease or own number of other facilities warehouse distribution centers service centers and sales

offices throughout the U.S Canada Western Europe Mexico Australia Middle East and the Far East

Item LEGAL PROCEEDINGS

See Note 16 of Notes to Consolidated Financial Statements included under Part II Item of this Form 10-K for information regarding

legal proceedings in which we are involved

Item RESERVED
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PART II

Item MARKET FOR REGISTRANTS COMMON EQUITY RELATED STOCKHOLDER MATTERS AND ISSUER

PURCHASES OF EQUITY SECURITIES

Market Information

Our common stock is traded on the New York Stock Exchange under the ticker symbol HRC The closing price of our common

stock on the New York Stock Exchange on November 2010 was $40.47 per share The following table reflects the range of high and

low selling prices of our common stock and cash dividends declared by quarter for each of the last two fiscal years

Hscal Years Ended September 30
2010 2009

Cash Cash

Disidends Dividends

Quarter Ended High Low Declared High Low Declared

December31 24.18 19.59 0.1025 30.04 15.64 0.1025

March 31 27.67 23.37 0.1025 16.95 8.89 0.1025

June 30 32.76 27.43 0.1025 16.59 9.97 0.1025

September30 35.89 28.65 0.1025 23.35 14.59 0.1025

Holders

As of November 2010 there were approximately 21000 shareholders of record

Dividends

The declaration and payment of cash dividends is at the sole discretion of our Board and depends upon many factors including our

financial condition earnings potential capital requirements alternative uses of cash covenants associated with debt obligations legal

requirements and other factors deemed relevant by our Board We have paid cash dividends on our common stock every quarter since

our initial public offering in 1971 as Hillenbrand Industries Inc. We intend to continue to pay quarterly cash dividends comparable

to those paid since the spin-off of our funeral services business on April 2008 Our ability to pay cash dividends is limited by

covenants contained in the Distribution Agreement entered into in connection with the spin-off Specifically until the antitrust

litigation to which we are party with Hillenbrand Inc is resolved in accordance with the Distribution Agreement we are prohibited

from paying regular quarterly cash dividends in excess of $0.1025 per
share and from incurring indebtedness to finance the payment

of any extraordinary cash dividend For description of the Distribution Agreement see Note of Notes to Consolidated Financial

Statements included under Part II Item of this Form 10-K

Issuer Purchases of Equity Securities

Maximum

Total Number Number of

of Shares Shares That

Total Purchased as May Yet Be

Number Average Part of Publicly Purchased

of Shares Price Paid Announced Plans or Under the Plans

Period Purchased per Share Programs or Programs

July l2010-July3l2010 1674 30.44 3000000

August 2010 August 31 2010 1000000 34.55 1000000 2000000

September 2010 September 30 2010 2000000

Total 1001674 34.54 1000000 2000000
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All shares purchased during the quarter ended September 30 2010 were in connection with employee payroll tax withholding for

restricted and deferred stock distributions and the share repurchase program discussed below

Effective October 2006 our Board approved the repurchase of total of 25.7 million shares of our common stock through

purchases on the open market or in private transactions There were no repurchases under this approval during fiscal years 2008

and 2009 and through the third quarter of fiscal 2010 During August 2010 we repurchased 1.0 million shares of our common

stock for $34.5 million leaving 2.0 million shares still available for repurchase The Boards approval does not have an expiration

date and currently there are no plans to terminate this program in the future

Stock Performance Graph

The following graph compares the return on our common stock as Hillenbrand Industries Inc through March 31 2008 with that of

Standard Poors 500 Stock Index SP 500 Index and our Peer Group for the five years
ended September 30 2010 The graph

assumes that the value of the investment in our common stock the SP 500 Index and our peer group was $100 on October 2005

and that all dividends were reinvested The spin-off of our funeral services business at March 31 2008 was treated as reinvestment

of special dividend effective April 2008 pursuant to SEC rules The special dividend was based on the value of one share of

Hillenbrand Inc the holding company for the funeral services business which was distributed as part of the spin-off

HRC HB through March 31 2008

Forthe Period of October 2005 through September 30 2010

500

Peer Group

Cl

-J

-J
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150

125

100

75

2005 2006 2007 2008 2009

HRC HE through March 31 2008

500

Peer Group

2010

2005 2006 2007 2008 2009 2010

$100 $124 $122 $127 94 $157

100 109 124 95 86 93

100 101 122 115 110 131
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150

Forthe Period of April 2008 through September 30 2010

April 12008 September 30 2008 March 31 2009 September 302009 March 31 2010 September 30 2010

$100 $115 $38 $85 $107 $142

100 85 58 77 85

100 99 72 95 113 113

For purposes of the Stock Performance Graphs above our Peer Group is comprised of Alere Inc formerly Inverness Medical

Innovations Inc C.R Bard Inc Beckman Coulter Inc Conmed Corporation DENTSPLY International Inc Edwards

Lifesciences Corporation Getinge Group Hospira Inc Invacare Corporation Integra Lifesciences Holdings Corporation

Kinetic Concepts Inc Mettler-Toledo International Inc PerkinElmer Inc ResMed Inc STERIS Corporation The Cooper

Companies Inc and Varian Medical Systems Inc

Certain other information required by this item will be contained under the caption Equity Compensation Plan Information in our

definitive Proxy Statement to be delivered to shareholders in connection with the Annual Meeting of Shareholders to be held on

March 2011 and such information is incorporated herein by reference

Item SELECTED FINANCIAL DATA

The following table presents our selected consolidated financial data for each of the last five fiscal years ended September 30

Statement of Consolidated Income Loss data reflects our consolidated results on continuing operations basis with the results of our

former funeral services business reflected as discontinued operations for all periods presented Balance sheet and cash flow data for

periods prior to consummation of the spin-off of the funeral services business at the end of the second fiscal quarter of 2008 have not

been adjusted Also see Note 15 of Notes to Consolidated Financial Statements included under Part II Item of this Form 10-K for

selected unaudited quarterly financial information for each of the last two fiscal years

2010 2009 2008 2007 2006

In millions except per share data

125

Cd

-J

-J

100

75

50

25

4/1/2008 9/30/2008 3/3112009

HRC

SP500
Peer Group

9/30/2009 3/31/2010 9130/2010

83

Net revenues 1469.6 1386.9 1507.7 1356.5 1288.3

Income loss from continuing operations 126.0 405.0 67.1 70.4 78.5

Income from discontinued operations 48.7 120.2 142.7

Net income loss attributable to common shareholders 125.3 405.0 115.8 190.6 221.2

Income loss attributable to common shareholders per share

fromcontinuing operations Diluted 1.97 6.47 1.07 1.13 1.28

Income per share from discontinued operations Diluted 0.78 1.94 2.32

Net income loss attributable to common shareholders per share Diluted 1.97 6.47 1.85 3.07 3.59

Total assets 1245.6 1232.6 1689.9 2117.0 1952.2

Long-termobligations 98.5 99.7 100.3 349.0 347.4

Cash flows fromoperating activities 139.8 225.7 270.5 285.3 29.1

Capital expenditures 64.7 63.9 102.6 135.2 92.6

Cashdividendspershare 0.41 0.41 0.78 1.14 1.13
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Item MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF

OPERATIONS

Overview

Hill-Rom is leading worldwide manufacturer and provider of medical technologies and related services for the health care industry

including patient support systems safe mobility and handling solutions non-invasive therapeutic products for variety of acute and

chronic medical conditions medical equipment rentals and information technology software and communications solutions Hill

Roms comprehensive product and service offerings are used by health care providers across the health care continuum in hospitals

extended care facilities and home care settings worldwide to enhance the safety and quality of patient care

Key Factors Impacting Our Business

Industry-wide Demand We believe that over the long term overall patient and provider demand for health care products and services

will continue to grow as result of number of factors including an aging population longer life expectancies greater access to

medical insurance through government regulation and an increasing number of sicker patients across all care settings including

hospitals extended care facilities and in the home In contrast however health care providers across the care continuum are under

continued pressure to improve efficiency and control costs possibly reducing demand for our products and services Although we

believe that demand for our products will increase over time lack of demand growth could impact our ability to grow revenues

Growing Desire Among Developed and Developing Countries to Invest in Health Care While industry growth rates in more mature

geographic markets such as western and northern Europe and Japan have moderated in many other geographic markets where the

relative spending on health care is increasing we are experiencing increasing demand for medical technologies New hospital

construction and hospital refurbishments have continued in regions such as Latin America the Middle East and many parts of Asia

These trends could increase overall demand for our products and services

Third-Party Pavors Our customers include hospitals and other acute and extended care facilities that receive reimbursement for

certain products and services they provide from various third-party payors including Medicare Medicaid and managed care

organizations such as health maintenance organizations and preferred provider organizations and traditional indemnity insurers In

our home care business and small portion of our extended care business we are reimbursed directly by such third-party payors

Accordingly our home care business is significantly affected by changes in reimbursement practices of such third-party payors In

addition our customers are significantly affected by changes that may result in reduced utilization and downward pressure on prices

across our health care businesses

Health Care Reform In March 2010 comprehensive health care reform legislation was signed into law through the passage of the

Patient Protection and Affordable Health Care Act HR 3590 and the Health Care and Education Reconciliation Act HR 4872

These bills impose 2.3 percent excise tax on medical devices beginning January 2013 We cannot predict with certainty what

healthcare initiatives if any will be implemented at the state level or what the ultimate effect of federal health care reform or any

future legislation or regulation will have on us However the impact of the tax coupled with reform-associated payment reductions to

Medicare and Medicaid reimbursement could have materially adverse affect on our business results of operations and cash flows

Rising Acuities and Technological Impact As result of the growing population of the elderly health care systems are challenged to

treat rising incidences of complex diseases and conditions such as obesity diabetes congestive heart failure and respiratory disease

Patients are being moved through the hospital faster and generally desire to rapidly move to lower acuity settings We believe that this

increases the demand for more sophisticated means to care for these patients such as improved medical technologies communication

tools and information technologies The increasing utilization of these technologies and our ability to meet changing demand with

new differentiated products will impact our ability to increase revenue and improve margins in the future

Increasing Operational Efficiency Over the past few years we have undertaken several initiatives to improve our operating

efficiency including significant realignments of our businesses employee terminations product rationalizations and continuous

improvement initiatives in our manufacturing facilities While we have started to realize the efficiencies of these actions and we

believe our operating expenses
and margins will continue to be positively impacted these activities may not produce the full

efficiency and cost reduction benefits we expect in timely fashion or at all
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Patient and Careiver Safety and quality An increasing emphasis is being placed within hospitals to assure quality of care through

increased accountability and public disclosure At the same time caregiver shortages worker related injuries the aging workforce and

other staffing requirements have led to increasing emphasis on caregiver injury prevention Several pieces of legislation have been

enacted over the past few years to address these areas including the pay for performance initiative by the Centers for Medicare and

Medicaid Services CMS which aims to better align reimbursement with improved patient outcomes and the reduction of adverse

events including bedsores or pressure ulcers ventilator associated pneumonia patient falls deep vein thrombosis and patient

entrapment During fiscal 2008 CMS issued and put into effect its Final Rule for inpatient payment continuation in the agencys

efforts to align reimbursement more closely with cost of care and severity of illness Within this measure hospitals may experience

reduced reimbursement for hospital acquired adverse events marking stronger connection with these adverse events and revenue

levels number of the top adverse events and preventable medical errors in U.S hospitals including those listed above can be

mitigated in part by our technologies processes
and services We are well positioned to benefit from the emphasis being placed on

patient safety due to our strong clinical capabilities products and technologies that are designed to assist providers in materially

improving outcomes associated with patients confined to beds across all care settings

Related to caregiver safety certain countries in Europe have established legislation that has mandated that patient lifts be available in

hospitals In the U.S several states have enacted or introduced legislation and most recently The Nurse and Health CareWorker

Protection Act of 2009 was introduced in Congress aimed at eliminating manual patient lifts and transfers We believe that our

products and services seek to address these concerns through novel application of technology clinical and ergonomic science and

customer feedback Overall increasing emphasis on patient and caregiver safely and quality could increase demand for our products

and services

GPO and IDN Contracts majority of our North American hospital sales and rentals are made pursuant to contracts with GPOs and

IDNs These groups
strive to achieve significant health care savings for their members by aggregating buying volume and negotiating

for the best value in their purchase of medical devices and other supplies and services At any given time we are typically at various

stages of responding to bids and negotiating and renewing expiring agreements These contracts are competitive and are generally

terminable on short notice The loss of sole-source agreement or change of an agreement from sole or dual to multi-source

agreement could have significant impact on our revenues In addition some of our sales contracts contain restrictions on our ability

to raise prices therefore limiting our ability in the short-term to respond to significant increases in raw material prices or other

factors thereby potentially negatively impacting our gross margins

Use of Non-GAAP Financial Measures

These consolidated financial statements including the related notes are presented in accordance with accounting principles generally

accepted in the U.S GAAP We provide adjusted income before income taxes income tax expense
and diluted earnings per share

results because we use these measures internally for planning forecasting and evaluating the performance of the business

In addition the Company analyzes net revenues on constant currency basis to better measure the comparability of results between

periods We believe that evaluating growth in net revenues on constant currency basis provides an additional and meaningful

assessment to both management and investors

We believe the non-GAAP measures used contribute to an understanding of our financial performance and provide an additional

analytical tool to understand our results from core operations and to reveal underlying trends These measures should not however

be considered in isolation as substitute for or as superior to measures of financial performance prepared in accordance with GAAP
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RESULTS OF OPERATIONS

The following table presents comparative operating results for the years discussed within Managements Discussion and Analysis

Income loss attributable to common shareholders

per
common share fromcontinuing operations -Diluted

Income attributable to common shareholder per common

share from discontinued operations Diluted

Net Income Loss Attributable to Common Shareholders

per
Common Share Diluted

Note Certain percentage and per share amounts may not add due to rounding

Fiscal Year Ended

Net Rewnues

Capital sales

Rental revenues

Total Revenues

Gross Profit

Capital sales

Rental revenues

Total Gross Profit

Research and development expenses

Selling and administrative expenses

Litigation credit

Impairment of goodwill
and other intangibles

Special charges

Operating Profit Loss

Other income expense net

Income Loss from Continuing Operations

Before Income Taxes

Income tax expense

Income Loss from Continuing Operations

Income fromdiscontinued opemtions

Net Income Loss

Less Net income attributable to noncontrolling interest

Net Income Loss Attributable to Common Shareholders

September 30 of Related September 30 of Related September 30 of Related

2010 Rewnues 2009 Revenues 2008 Revenues

996.6 67.8% 921.5 66.4% 1044.0 69.2%

473.0 32.2% 465.4 33.6% 463.7 30.8%

1469.6 100.0% 1386.9 100.0% 1507.7 l00.0%

448.0 45.0% 365.8 39.7% 425.4 40.7%

268.6 56.8% 262.1 56.3% 244.1 52.6%

716.6 48.8% 627.9 45.3% 669.5 44.4%

58.3 4.0% 55.7 4.0% 57.3 3.8%

474.6 32.3% 461.6 33.3% 486.6 32.3%

21.2 -1.4%

472.8 34.1%

13.2 0.9% 20.5 1.5% 22.8 1.5%

191.7 13.0% 382.7 -27.6% 102.8 6.8%

8.8 -0.6% 3.9 0.3% 10.5 -0.7%

182.9 12.4% 378.8 -27.3% 92.3 6.1%

56.9 3.9% 26.2 1.9% 25.2 1.7%

126.0 8.6% 405.0 -29.2% 67.1 4.5%

48.7 3.2%

126.0 8.6% 405.0 -29.2% 115.8 7.7%

0.7

1253 8.5% 405.0 -29.2% 115.8 7.7%

1.97 6.47 1.07

0.78

1.97 6.47 1.85
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Fiscal Year Ended September 30 2010 Compared to Fiscal Year Ended September 30 2009

Consolidated Results of Operations

Net Revenues

Dollars in millions

Revenues

Capital sales

Rental revenues

Total Revenues

2010

996.6

473.0

1469.6

2009 As Reported

921.5

465.4

1386.9

Capital sales increased as result of volume increases in most major product categories within our North America Acute Care

segment led by patient support systems as well as volume growth in the Middle East Latin America and Asia These increases were

offset in part by lower North America revenues related to the prior year divestiture of certain non-strategic product lines Our pricing

was also modestly favorable

Rental revenues increased slightly due to increases in North America Acute Care therapy rentals and our North America Post-Acute

Care extended care rentals The increase in therapy rental revenue was due to continued growth of our Envision and P500 therapy

wound surfaces

Gross Profit

FIscal Year Ended

September 30 September 30

Dollars in millions

Gross Profit

Capital sales

Percent ofRelated Revenues

Rental revenues

Percent ofRelated Revenues

Total Gross Profit

Percent ofRelated Revenues

2010

448.0

45.0%

268.6

56.8%

716.6

48.8%

2009

365.8

39.7%

262.1

56.3%

627.9

45.3%

Consolidated gross profit increased 14.1 percent and increased as percentage of revenue 350 basis points

Capital sales gross profit increased 22.5 percent and gross margin as percentage of revenues for capital sales increased 530 basis

points The gross margin increase was primarily due to an improved mix towards higher margin products modestly improved pricing

favorable material costs and several productivity initiatives executed over the past two years In addition the prior year included

charge of $4.8 million for performance issues associated with discontinued product and non-recurring charge of $2.9 million

related to the acquisition accounting step-up of acquired Liko inventories sold during fiscal 2009

Rental revenue gross profit increased 2.5 percent while gross margin as percentage of revenues increased only slightly The slight

increase in gross margin is due mainly to continued leverage and cost improvements within our field service network

FIscal Year Ended

September 30 September 30

Percentage Chance

8.1

1.6

6.0

Constant

Currency

7.1

1.2

5.1
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Other

Fiscal Year Ended

September 30 September 30 Percentage

Dollars in millions 2010 2009 Change

Research and development expenses 58.3 55.7 4.7

Percent of Total Revenues 4.0% 4.0%

Selling and administrative expenses
474.6 461.6 2.8

Percent of Total Revenues 32.3% 33.3%

Litigation credit 21.2 n/a

Impairment of goodwifi and other intangibles
4728 n/a

Special charges
13.2 20.5 35.6

Gain on sale of non-strategic assets 10.2 n/a

Interest expense 8.7 10.4 16.3

Investment income 23 2.9 20.7

Other 2.4 1.2 300.0

Research and development expense
increased due to our continued investment in the development of innovative new products

Selling and administrative expenses increased related primarily to performance-based compensation expense In addition unfavorable

foreign exchange rates of $4.0 million negatively impacted the expense These increases were partially offset by savings from prior

period restructuring actions and our continuous improvement activities

During 2010 we reversed $21.2 million litigation accrual as the statute of limitations expired for any additional claims to be filed

from those plaintiffs that opted out of the Spartanburg antitrust settlement See Note 16 of Notes to Consolidated Financial Statements

included in Part II Item of this Form 10-K for additional discussion Partially offsetting this reversal were restructuring actions and

an asset write down charge of $3.9 million related to our aviation assets Two separate restructuring actions resulted in the elimination

of approximately 260 employees and cumulative special charges of $9.3 million primarily related to severance and other benefits

provided to affected employees The majority of the cash expenditures associated with the severance will be completed by the end of

our 2011 fiscal year and we expect to realize benefits related to all of these actions of approximately $22 million on an annual basis

During fiscal 2009 we recognized charge of $472.8 million related to the impairment of goodwill and other intangibles special

charges of $20.5 million and gain on sale of non-strategic assets of $10.2 million For explanations of these items see Fiscal Year

Ended September 30 2009 Compared to Fiscal Year Ended September 30 2008 below Also see Notes and 10 of Notes to

Consolidated Financial Statements included under Part II Item of this Form 10-K

The decline in interest expense resulted from lower interest rates and lower outstanding debt Investment income decreased as well

despite larger cash balance period over period similarly due to lower interest rates

22



GAAP and Adjusted Earnings

Fiscal Year Ended

Seember 30 2010 September30 2009

Income Loss

Before Before Income

Income Income Tax Diluted Income Tax Diluted

Dollars in millions exceptforper share amounts Taxes Expense EPS Taxes Expense EPS

GAAP Earnings Loss 182.9 56.9 1.97 378.8 26.2 6.47

Adjustments

Litigation credit 21.2 8.3 0.20
Taxsettlement 6.5 0.10
Gain on sale ofnon-strategic assets 1.7 0.03 10.2 2.0 0.13
Special charges 13.2 5.0 0.13 20.5 7.7 0.20

linpainnent of goodwill and other intangibles 472.8 2.2 7.52

Effect of Liko inventoiy valuation 2.9 0.8 0.03

Acquisition integration charges 2.3 0.8 0.02

Adjusted Earnings 174.9 61.8 1.76 109.5 35.7 1.18

May not add due to rounding

The tax rate for the fiscal
year ended September 30 2010 was 31.1 percent compared to negative 6.9 percent in the prior year The

effective rates for fiscal 2010 and 2009 were favorably impacted by the discrete tax benefits associated with the sale of non-strategic

assets and the utilization of previously unrecognized capital loss carry forwards The effective tax rate for 2010 was also favorably

impacted by the recognition of previously unrecognized tax benefits associated with the resolution of an income tax matter with the

Internal Revenue Service IRS during the second quarter of $6.5 million and other items in the fourth quarter upon the expiration of

various statutes of limitations The effective tax rate for fiscal 2009 was impacted by the significant non-cash intangible impairment

charge and the lack of deductibility of this charge for income tax purposes along with the catch up related to the retroactive

reinstatement of the research and development credit

The adjusted effective tax rates were 35.3 and 32.6 percent for fiscal year 2010 and 2009 The higher rate in 2010 is due primarily to

the research and development tax credit and the timing of its expiration in 2010 and its reinstatement in 2009 For fiscal 2009 we
entered the year with no allowable credit but its reinstatement in the first quarter required retroactive catch up of previously

unrecognized credits For fiscal 2010 the credit expired at the end of our first quarter

Net income attributable to common shareholders was $125.3 million in fiscal 2010 On an adjusted basis net income attributable to

common shareholders increased $38.6 million representing an increase of 52.3 percent Diluted earnings per share increased from

loss per share of $6.47 to earnings per share of $1.97 On an adjusted basis diluted earnings per share increased 49.2 percent from

$1.18 per share in 2009 to $1.76 per share in 2010
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Business Segment Results of Operations

FIscal Year Ended Percentage Change

September 30 September 30 Constant

Dollars in millions
2010 2009 As Reported Currency

Revenues

North America Acute Care 840.3 791.6 6.2 5.5

North America Post-Acute Care 205.7 200.8 2.4 2.4

International and Surgical 432.2 398.8 8.4 6.9

Total eliminations 8.6 4.3

Totairevenues 1469.6 1386.9 6.0 5.1

Divisional income

North America Acute Care 242.0 192.9 25.5

North America Post-Acute Care 61.2 58.0 5.5

International and Surgical 74.2 59.6 24.5

Functional costs 193.7 199.9 3.1

Total divisional income 183.7 110.6 66.1

North America Acute Care

North America Acute Care capital sales increased 8.0 percent while rental revenues increased 2.3 percent The increase in capital

sales was due mainly to higher volumes in most major product categories led by our patient support systems including the launch of

our AdvantaTM med-surg bed and modestly favorable pricing Partially offsetting this favorability was the divestiture of certain

non-strategic health information technology product lines which generated revenues of $11.7 million during the prior year Rental

revenues reflect higher therapy rental revenues from continued growth of our Envision and P500 therapy wound care surfaces In

addition rentals of moveable medical equipment increased due to stronger influenza season in fiscal 2010 and we also realized an

increase in bariatric frame rentals

North America Acute Care divisional income increased primarily due to increases in total gross profit The increase in total gross

profit was driven by the increase in revenue and margin improvements from modestly favorable pricing product mix favorable

material costs and several productivity initiatives In addition the prior year included charge of $4.8 million related to performance

issues associated with discontinued product and the acquisition accounting step-up of acquired Liko inventories sold of $2.9 million

Selling and administrative costs decreased slightly due to cost improvement initiatives including previously announced headcount

actions partially offset by increases in performance based compensation and administrative costs related to the joint venture with

Encompass

North America Post-Acute Care

North America Post-Acute Care capital sales increased by 6.0 percent led by volume growth in The Vest respiratory care system

and home care direct to consumer business partially offset by decline in our sales within the extended care environment due in part

to the exit of the MedGas product line during 2009 Rental revenues increased by 1.4 percent primarily related to increased rentals in

extended care This was the fourth consecutive year of revenue growth for our North America Post-Acute Care segment

The increase in North America Post-Acute Care divisional income was driven by increased revenue and gross margin improvements

partially offset by increased operating expenses The improved gross margin is the result of favorable product mix improved field

service costs and the exit of the MedGas product line during 2009 The increase in operating expenses is related to investments in

sales channel and new product development

International

International and Surgical capital sales increased 9.9 percent
8.4 percent on constant currency basis The increase was driven by

volume growth in the Middle East Latin America Asia and our surgical business Rental revenues decreased 1.1 percent and 2.2
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percent on constant currency basis The decline in rental revenue was due to rationalization of unprofitable business and other

volume decreases in Europe

International and Surgical divisional income improved compared to prior year due to increases in gross profit partially offset by
increases in operating expenses The increase in gross profit was the result of the increased revenue favorable product and geographic

mix favorable material costs and several productivity initiatives Operating expenses increased related to increased selling and

marketing efforts to support our long-term growth strategies In addition the increase was impacted by $3.3 million related to the

unfavorable impact of foreign exchange rates on costs

Fiscal Year Ended September 30 2009 Compared to Fiscal Year Ended September 30 2008

Consolidated Results of Operations

Net Revenues

Dollars in millions

Revenues

Capital sales

Rental revenues

Total Revenues

Fiscal Year Ended

September 30 September 30

2008

1044.0

463.7

1507.7

Percentage Change

Constant

As Reported Currency

11.7 8.7

0.4 2.5

8.0 5.2

Capital sales declined primarily due to North America Acute Care capital sales where beginning in the second half of our first fiscal

quarter of 2009 we experienced unfavorable volumes resulting from the tightening in provider capital spending budgets in the U.S
resulting from unprecedented economic pressures and reduced access to capital To lesser extent this trend extended to other parts of

the world during the second half of our fiscal year These declines were partially offset by incremental revenue from our acquisition of

Liko in October 2008 We also realized strong growth in the Middle East and Africa and Latin America as well as within the Home
Care portion of our North America Post-Acute Care segment

Rental revenues increased mainly due to North America Acute Care growth in therapy rental revenues despite relatively weak
influenza season led by our Bariatric frames and Envision wound surface accompanied by solid growth in our Respiratory Care

business The growth in rental revenue was partially offset by lower rentals in both extended care and in moveable medical

equipment due mainly to the rationalization of unprofitable business and the loss of select extended care contracts during our 2008

fiscal year

Gross Profit

Fiscal Year Ended

Dollars in millions

Gross Profit

Capital sales

Percent ofRelated Revenues

Rental revenues

Percent ofRelated Revenues

Total Gross Profit

Percent ofRela ted Revenues

September 30

2009

365.8

9.7%

262.1

56.3%

627.9

45.3%

September 30

2008

425.4

40.7%

244.1

52.6%

669.5

44.4%

2009

921.5

465.4

1386.9
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Consolidated gross profit decreased $41.6 million or 6.2 percent but increased as percentage of revenues by 90 basis points

Capital sales gross profit decreased 14.0 percent due to lower volumes within our North America Acute Care segment Offsetting this

decrease was the effect of the Liko acquisition and the strong performance of our International and Surgical segment Gross margin

as percentage
of sales for capital sales also decreased during the year dropping 100 basis points The decline was largely due to

fixed cost components decreasing at lower rate than sales volume unfavorable geographic and product mix costs related to

performance issues associated with discontinued product of $4.8 million as well as the $2.9 million impact from the step-up of

acquired Liko inventories sold during the year Partially offsetting the decline were favorable fuel costs of $3.5 million in 2009

Rental revenue gross profit increased 7.4 percent led by strong therapy rental revenues within our North America Acute Care segment

Gross margin for rental revenues increased 370 basis points related to the higher margins on recent product introductions strong

leverage and reduction of our field service costs lower fuel costs cost improvement initiatives and the effects of lower depreciation

on our rental fleet

Other

flscal Year Ended

September 30 September 30 Percentage

Dollars in millions
2009 2008 Change

Research and development expenses
55.7 57.3 2.8

Percent of Total Revenues 4.0% 3.8%

Selling and administrative expenses
461.6 486.6 5.1

Percent of Total Revenues 33.3% 32.3%

Impairment of goodwill and other intangibles
472.8 n/a

Special charges
20.5 22.8 10.1

Gain on sale ofnon-strategic assets 10.2 n/a

Interest expense
10.4 14.3 27.3

Investment income
2.9 9.3 68.8

Other net
1.2 5.5 121.8

Research and development remained relatively consistent as percentage
of revenue year over year as we have continued to make

appropriate investments in product development As percentage of revenues selling and administrative expenses were slightly

higher in fiscal 2009 than fiscal 2008 as selling and administrative expense decreased but at slightly slower rate compared to

revenue The decline in the expense is result of August 2008 and January 2009 workforce reduction actions performance-related

compensation savings and other general and administrative continuous improvement activities aimed at reducing core operating

expenses These declines were also due in part to favorable impact of foreign exchange rates of $7.8 million offset by incremental

expenses related to Liko of $30.3 million

During fiscal 2009 we recorded charge of $472.8 million related to the impairment of goodwill and other intangibles as result of

the decline in our market capitalization during the second quarter related to the overall macro-economic climate and its resulting

unfavorable impact on hospital capital spending and our operating results The significance of the charge was reflective of the

significant value in our unrecorded intangible assets such as the Hill-Rom trade name technology and know-how and customer lists

which reduce the value of our implied goodwill when calculating the impairment charge There could be an additional adjustment of

this charge upon the finalization of the working capital and net debt adjustment associated with the Liko acquisition with any such
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adjustment expected to be favorable and not material For further information regarding the charge refer to Note of Notes to

Consolidated Financial Statements included under Part II Item of this Form 10-K

Special charges of $20.5 million were recognized in fiscal 2009 related primarily to restructuring plan that we announced on

January 14 2009 In total the plan resulted in charge of $11.9 million related to severance early retirement packages and

discontinued use of building under an operating lease Additionally postretirement health care costs the waiver of an early

retirement pension penalty offered in conjunction with voluntary early retirement incentive and plan curtailments resulted in

charge of $4.2 million Operating asset write-offs and other charges associated with these actions were also taken in the amount of

$4.4 million

Special charges of $22.8 million were recorded in fiscal 2008 Of this amount $2.3 million resulted from voluntary termination

package offered to certain members of the Companys manufacturing organization which resulted in special termination benefit

charge for those employees who accepted such offers The other $20.5 million of special charges in fiscal 2008 related to global

streamlining of the organization $6.0 million and management initiated plan to restore growth and improve profitability of our

medical equipment management services business $14.5 million See Note 10 of Notes to Consolidated Financial Statements

included under Part II Item of this Form 10-K for more detail on these actions

During the third quarter of fiscal 2009 we completed two separate sales of non-strategic assets that resulted in gain of $10.2 million

net of transaction related costs majority of the gain resulted from the sale of patents and intellectual property related to our

Negative Pressure Wound Therapy technology We also sold certain assets and liabilities related to our NaviCare Patient Flow

product line in connection with strategic development agreement with TeleTracking Technologies Inc

Interest expense declined in fiscal 2009 compared to fiscal 2008 due to reduction of debt of $224.3 million in connection with the

spin-off of the funeral services business Investment income decreased in fiscal 2009 due to lower interest rates and cash balances

related to cash paid for the Liko acquisition in 2009 Other income declined due primarily to favorable foreign currency effects as

well as $3.2 million loss on the early extinguishment of debt and the termination of our previous credit facility in fiscal 2008

GAAP and Adjusted Earnings

11sca1 Year Ended

September 30 2009 September 302008

Loss Income

Before Before Income

Income Income Tax Diluted Income Tax Diluted

Dollars in millions except forper share amounts Taxes xpense EPS Taxes Expense EPS

GAAP Earnings Loss 378.8 26.2 6.47 92.3 25.2 1.07

Adjustments

Impairment ofgoodwilland otherintangibles 472.8 2.2 7.52

Effect of Liko inventory valuation 2.9 0.8 0.03

Liko acquisition integration charges 2.3 0.8 0.02

Gain on Sale of non-strategic assets 10.2 2.0 0.13

Special charge 20.5 7.7 0.20 22.8 8.9 0.22

Stock modification charge 5.8 2.1 0.06

Loss on extinguishment of debt 3.2 1.2 0.03

Separation costs 1.6 0.4 0.02

Adjusted Earnings 109.5 35.7 1.18 125.7 37.8 1.40

May not add due to rounding

The effective tax rate for fiscal 2009 and 2008 was negative 6.9 percent and 27.3 percent The effective tax rate for fiscal 2009 is

unusual in light of the significance of the non-cash intangible impairment charge and the lack of deductibility of this charge for

income tax purposes Both years were favorably affected by number of discrete tax benefits The fiscal 2009 rate reflects favorable

discrete period tax benefits of $6.4 million related to the release of valuation allowance on capital loss carryforwards deferred tax
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benefit associated with the non-cash intangible impairment charge and the catch-up related to the retroactive reinstatement of the

research and development tax credit which had previously expired

The rate in fiscal 2008 was favorably impacted by favorable discrete period tax benefits of $8.3 million related to the net release of

valuation allowances on our foreign tax credit carryforwards and the net release of certain federal and state tax liabilities including

interest associated with the completion of the federal audit of the Companys fiscal years 2004 through 2006 and the expiration of

certain state statutes

The adjusted effective tax rate was 32.6 percent and 30.1 percent in 2009 and 2008 The higher rate in 2009 is due primarily to the

slightly lower discrete tax benefits discussed above

Income loss from continuing operations decreased $472.1 million to loss of $405.0 million in fiscal 2009 primarily due to the

impairment charge of goodwill and other intangibles On an adjusted basis income from continuing operations decreased $14.1

million or 16.0 percent This equated to diluted loss per share from continuing operations of $6.47 and diluted earnings per share of

$1.18 on an adjusted basis

As result of the spin-off of Hillenbrand Inc the funeral services business and certain other costs were classified within discontinued

operations in our Consolidated Statements of Income Loss The following table presents
certain summary income statement

information related to the discontinued funeral service operations and the spin-off transaction for the fiscal year ended September 30

2008 Due to the timing of the spin-off activities of the funeral services business are only included through March 31 2008

Fiscal Year Ended

September 30

Dollars in millions
2008

Funeral services sales
354.3

Total expenses
275.5

fucome from discontinued operations before income taxes 78.8

Income tax expense
30.1

Income from discontinued operations
48.7

Expenses classified within discontinued operations for fiscal 2008 as further discussed below primarily related to non-recurring legal

and professional costs related to the completion of the spin-off For details of relative performance of the funeral services business

during the first two quarters please see our Quarterly Report on Form 10-Q for the quarter
ended March 31 2008

Other costs included in discontinued operations were non-recurring costs directly related to the spin-off transaction $24.5 million

one-time non-cash stock-based compensation charges $4.5 million in the second quarter and charge recorded upon the

renegotiation of notes receivable and preferred stock distributed to Hillenbrand Inc in the spin-off $6.4 million in the second

quarter The non-recurring separation costs were primarily for investment banking fees legal accounting and other professional and

consulting fees The one-time stock-based compensation charges were the result of the modification of stock options and the

accelerated vesting of certain restricted stock awards held by employees of the funeral services business in connection with the spin

off Finally we renegotiated the terms of seller financing instruments provided to Forethought Financial Group Inc FFG in

conjunction with the divestiture of our pre-need funeral insurance business in 2004 As result we received cash payments during the

second quarter of fiscal 2008 of $39.0 million in exchange for the FFG Preferred Stock and the debt service note receivable In

connection with the renegotiation and the early redemption of the preferred stock and debt service note receivable the estimate as to

the timing of future expected cash flows associated with the remaining seller note receivable was revised which resulted in an

adjustment as to the timing of recognition of the unamortized discount on the seller note This adjustment was included as part of total

expense above
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Business Segment Results of Operations

Fiscal Year Ended Percentage Change

September 30

2009

791.6

200.8

398.8

4.3

1386.9

192.9

58.0

59.6

199.9

110.6

September 30 Constant

2008 As Reported Currency

934.7 15.3 14.4

197.0 1.9 1.9

381.4 4.6 13.3

5.4 20.4

1507.7 8.0 5.2

247.8 22.2

55.7 4.1

49.7 19.9

227.6 12.2

125.6 11.9

North America Acute Care

North America Post-Acute Care

Dollars in millions

Revenues

North America Acute Care

North America Post-Acute Care

International and Surgical

Total eliminations

Total revenues

Divisional income

North America Acute Care

North America Post-Acute Care

International and Surgical

Functional costs

Total divisional income

North America Acute Care capital sales decreased 22.1 percent while rental revenues were higher by 3.4 percent The decline in

capital sales during 2009 was the result of reductions in capital spending by our U.S hospital customers partially offset by incremental

capital sales associated with our Liko acquisition Rental revenue increased due to growth in our therapy rental revenues despite

relatively weak influenza season compared to the prior year led by new product offerings in our rental fleet including our bariatnc bed

frames and wound surface products Partially offsetting favorability in therapy rentals were lower rentals of our moveable medical

equipment due mainly to our previously announced product rationalization

Divisional income for North America Acute Care decreased primarily due to decline in capital sales gross profit Capital sales gross

profit was down on percentage basis somewhat in excess of revenues due to fixed cost components decreasing at lower rate than

sales volumes unfavorable product mix the impact of $4.8 million of costs incurred related to performance issues associated with

discontinued product and the impact of the step-up of acquired Liko inventories sold during the first half of fiscal 2008 of $2.9

million Rental
gross profit improved due to higher margins on new product offerings increased leverage of our field services

infrastructure cost improvement initiatives lower fuel costs and lower rental depreciation Operating expenses declined as

incremental expenses related to Liko and investments in our sales channels were more than offset by cost improvement actions

favorability in variable compensation including commissions and other cost controls

North America Post-Acute Care capital sales increased 18.1 percent primarily due to an increased sales channel focus improved frame

and therapy sales to our home care customers the acquisition of Liko and increased sales of The Vest respiratory products Rental

revenues decreased by 2.0 percent The rental revenue reflected lower extended care rentals due to loss in business during the

second and third quarters of fiscal 2008 and rationalization of low profit offerings Increases in rental revenues in Respiratory Care

partially offset the decreased rentals to our extended care customers

Divisional income for North America Post-Acute Care increased as percentage of revenue in fiscal 2009 for the second year in

row The increase was partly due to the higher revenues and the resulting increase in gross profit The growth of respiratory care and

home care revenues also led to higher gross margin rate for fiscal 2009 Partially offsetting this increase were higher operating

expenses primarily related to Liko
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International and Surgical

International and Surgical capital sales were up 6.5 percent due to the acquisition of Liko and growth in the Middle East Africa Latin

America and Allen Medical These were partially offset by decline in Europe due to unfavorable foreign exchange rates and slightly

lower volumes Rental revenues decreased 6.4 percent due to the unfavorable foreign exchange rates more than offsetting volume

increases in Europe

Divisional income as percentage of revenue increased primarily due to gross profit improvements Gross profit increased due to the

Liko acquisition and the fact that fiscal 2008 was negatively impacted by unfavorable inventory adjustments and allowances for rental

revenue reserves Operating expenses increased due primarily to the Liko acquisition partially offset by the favorable impact of

exchange rates on cost

LIQUIDITY AND CAPITAL RESOURCES

Fiscal Year Fnded

September 30 September 30 September 30

Dollars in millions 2010 2009 2008

Cash Flows Provided By Used In

Operating activities 139.8 225.7 270.5

Investing activities 38.2 234.2 56.3

Financing activities 87.4 45.3 63.8

Effect of exchange rate changes on cash 0.3 2.7 10.2

Increase Decrease in Cash and Cash Equivalents 13.9 51.1 140.2

Cash flow information for the fiscal year ended September 30 2008 is as reported and thus includes cash flows from our former

funeral services business through March 31 2008

Net cash flows from operating activities and selected borrowings have represented our primary sources of funds for growth of the

business including capital expenditures and acquisitions Our financing agreements contain no restrictive provisions or conditions

relating to dividend payments working capital or additional unsecured indebtedness except to the extent that dividend payment or

incurrence of additional unsecured indebtedness would result in default under our financing agreements but there are limitations

with respect to secured indebtedness Our debt agreements also contain no credit rating triggers Credit rating changes can however

impact the cost of borrowings under our financing agreements Additionally we also have restrictive financial covenants within the

Distribution Agreement with Hillenbrand Inc This agreement has certain limitations on our ability to incur indebtedness increase

dividend payments and make share repurchases or acquisitions

Operating Activities

Our cash flows from operations during fiscal 2010 were driven primarily by net income further adjusted by non-cash expenses related

to depreciation and amortization stock compensation deferred taxes and the release of $21.2 million reserve related to litigation

credit Uses of cash included $52.3 million of pension funding increased income tax payments on higher net income and the

settlement of prior year tax audits and investments in inventory to meet our increasing backlog position In addition while our

receivables are up year-over-year our days sales outstanding is down six days from last year

The reduction in fiscal 2010 operating cash flows from fiscal 2009 was largely driven by the higher collection of year-end receivables

in 2009 following record sales levels during the fourth quarter of fiscal 2008 current year investments in inventories to support higher

revenue trends increased pension contributions and the timing of tax payments related to both higher income levels in 2010 and

settlements of prior year tax audits

While our fiscal 2009 cash flows from operations and capital sales were unfavorably impacted by the macro-economic climate and its

resulting unfavorable impact on hospital capital spending strong expense controls and working capital improvement resulted in strong

conversion to cash Working capital improvements were led by strong collections of receivables and reduction in inventory offset

by decrease in trade payables related to lower production levels and the timing of payments the payout of prior year
incentive

compensation the timing of tax payments and payments made on our restructuring accruals The recognition of the goodwill and
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intangible asset impairment charge of $472.8 million which resulted in the net loss in fiscal 2009 was non-cash in nature and

therefore had no impact on our cash flows from operations

The reduction in fiscal 2009 operating cash flows from fiscal 2008 was driven by the impact of our fonner funeral services business

which provided operating cash flows of $56.8 million in the first half of fiscal 2008 Absent the cash flows from our former funeral

services business cash flows from operations increased during fiscal 2009 as our strong expense
controls and conversion to cash more

than offset the reductions in our capital sales and higher pension funding of $11.7 million

Our cash flows from operations during fiscal 2008 which included cash flows of our former funeral services business were driven

primarily by net income further adjusted by non-cash expenses related to depreciation and amortization Also impacting operating

cash flows were nonrecurring separation-related costs of $26.1 million which provided little income tax benefit as such costs were

largely nondeductible Working capital improvements were also achieved through higher inventory turns and improved collections of

accounts receivable

Another item that positively impacted our operating cash flows in fiscal 2008 was the collection of $11.2 million of interest on

previously held seller financing instruments

Investing Activities

Our use of investing cash flows during fiscal 2010 was driven primarily by capital expenditures and an investment in joint venture

partially offset by proceeds from the sale of portion of our auction rate securities

The decrease in net cash used in investing activities from fiscal 2009 was driven by our fiscal 2009 acquisition of Liko In addition in

2010 we received $29.2 million more in proceeds from auction rate securities than in the prior year

The increased usage of cash for investing activities from fiscal 2008 to fiscal 2009 related primarily to our acquisition of Liko

decline in net distributions from our investment portfolio and proceeds received in fiscal 2008 on seller financing provided on

previously disposed business offset by proceeds received on our sale of non-strategic assets in 2009 In addition in fiscal 2009

capital spending was down $38.7 million $34.4 million associated with the timing of new product introductions into our rental fleet

and efforts to preserve cash and liquidity in response to our then-decreasing capital sales and the remainder related to capital spending

of the former funeral services business included in 2008

Net cash used in investing activities in fiscal 2008 was driven by additions to our rental fleet and included six months of capital

expenditures related to our former funeral services business Investment activity in fiscal 2008 included $325.6 million of purchases

and capital calls which was more than offset by $343.5 million provided from sales and maturities We historically invested portion

of our excess cash into auction rate securities but discontinued this practice when liquidity issues with these securities surfaced

Investing cash flows in 2008 also benefited from proceeds from the renegotiation and early settlement of seller financing related to

prior business disposition

Financing Activities

Our use of cash for financing activities during fiscal 2010 consisted mainly of $45.0 million payment on our revolving credit facility

during the first quarter $34.5 million related to our share repurchases during the fourth quarter and $25.8 million in dividend

payments to our shareholders These uses of cash were partially offset by cash proceeds from stock option exercises Our change in

use of cash in 2010 compared to fiscal 2009 was due to higher debt repayments on our revolving credit facility and share repurchases

offset partially by cash provided from increased stock option exercises in 2010

Net cash used for financing activities during fiscal 2009 consisted mainly of $25.7 million related to the final payment of senior notes

issued in 2004 and $25.6 million in cash dividend payments to our shareholders

The reductions in our use of cash for financing activities during fiscal 2009 compared to fiscal 2008 were primarily related to cash

payments related to the spin-off of funeral services business in 2008 lower dividend payments since the spin-off and lower cash

proceeds from option exercises offset by borrowings in 2008 for our then pending acquisition of Liko

Our debt-to-capital ratio was 17.6 percent 24.9 percent and 17.1 percent at September 30 2010 2009 and 2008 The change from

fiscal 2009 to fiscal 2010 was primarily due to the $45.0 million payment on our revolver and higher net income which improved
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shareholders equity The increase from fiscal 2008 to fiscal 2009 was driven by the goodwill and other intangibles impairment

charge which reduced shareholders equity partially offset by the repayment of debt during fiscal 2009

Other Liquidity Matters

Net cash flows from operating activities and selected borrowings have represented our primary sources of funds for growth of the

business including capital expenditures and acquisitions

As of September 30 2010 we held investment securities with fair value of $12.1 million which consisted primarily of AAA rated

student loan auction rate securities We have estimated the current fair value of our portfolio of auction rate securities based upon

guidance provided by our investment advisors including consideration of the credit quality of the underlying securities and the

provisions of the respective security agreements At September 30 2010 we have recorded temporary unrealized losses totaling $1.1

million on these securities to reflect the estimated decline in fair value associated with the current illiquidity in the auction rate

market See Notes and of Notes to Consolidated Financial Statements included under Part II Item of this Form 10-K for more

information pertaining to these securities and the fair value of our portfolio If current market conditions do not improve or worsen

the result could be further realized or unrealized losses or impairments and liquidity and earnings could be adversely affected

We have $500.0 million five-year senior revolving credit facility As of September 30 2010 we had outstanding borrowings of

$45.0 million and $5.8 million of outstanding undrawn letters of credit under the facility leaving $449.2 million of borrowing

capacity available

We also have trade finance credit lines and uncommitted letter of credit facilities These lines are associated with the normal course

of business and do not currently nor have they historically been of material size to the overall business

We have $95.8 million of senior notes outstanding at various fixed rates of interest as of September 30 2010 which are classified as

long-term in the Consolidated Balance Sheets See Note of Notes to Consolidated Financial Statements included under Part II Item

of this Form 10-K for more details on our financing agreements

Our pension plans invest in variety of equity and debt securities including securities that have been adversely affected by the

disruption in the credit and capital markets As mentioned previously during the fourth quarter of fiscal 2010 we contributed $50.0

million to our primary pension plan At September 30 2010 our latest measurement date our pension plans were underfunded by

approximately $51 million We also repurchased approximately 134000 shares of our common stock from our primary pension plan

liquidating the pension plans entire investment in our common stock This share repurchase was part of the 1.0 million shares that we

repurchased during August 2010 under our Boards 2006 authorization Given the significant funding contribution made during fiscal

2010 we currently do not anticipate any further contributions to our primary pension plan in fiscal 2011

As previously disclosed we intend to continue to pay quarterly cash dividends comparable to those paid following the completion of

the spin-off of the funeral services business However the declaration and payment of dividends by us will be subject to the sole

discretion of our Board and will depend upon many factors including our financial condition earnings capital requirements

covenants associated with debt obligations legal requirements and other factors deemed relevant by our Board

We intend to continue to pursue selective acquisition candidates in certain areas of our business but the timing size or success of any

acquisition effort and the related potential capital commitments cannot be predicted We expect to fund future acquisitions primarily

with cash on hand cash flow from operations and borrowings within our set limits The Distribution Agreement executed in

conjunction with our spin-off of the funeral services business contains certain restrictions with respect to additional indebtedness we

may take on to make acquisitions We do not anticipate however such restrictions will limit our ability to execute our current growth

strategy

During August 2010 we repurchased 1.0 million shares of our common stock for $34.5 million As of September 30 2010 2.0

million shares remain available for purchase under our existing board authorization which does not have an expiration date

Repurchases may be made on the open market or via private transactions and are used for general business purposes

We believe that cash on hand and generated from operations along with amounts available under our credit facility will be sufficient

to fund operations working capital needs capital expenditure requirements and financing obligations However disruption and

volatility in the credit markets could impede our access to capital Our $500.0 million credit facility is with syndicate of banks The

syndication group consists of 11 financial institutions which we believe reduces our exposure to any one institution and would still
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leave us with significant borrowing capacity in the event that any one of the institutions within the group is unable to comply with the

terms of our agreement

Credit Ratings

For fiscal 2010 Standard and Poors Rating Services and Moodys Investor Service provided credit rating of BBB- and Baa3 with

stable outlooks

Other Uses of Cash

We expect capital spending in 2011 to be between $75 and $85 million Capital spending will be monitored and controlled as the year

progresses

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements

Contractual Obligations Contingent Liabilities and Commitments

To give clear picture of matters potentially impacting our liquidity position the following table outlines our contractual obligations

as of September 30 2010

Payments Due by Period

Less Than 1-3 4-5 After5

Dollars in millions Total Year Years Years Years

Contractual Oblieations

Long-Term Debt Obligations 98.5 48.4 50.1

Interest Payments Relating to Long-Term Debt 60.2 7.3 8.7 6.6 37.6

Information Technology Infrastructure 40.7 10.9 20.0 9.8

Operating Lease Obligations 59.0 19.5 21.9 9.4 8.2

Pension and Postretirement

Health Care Benefit Funding 18.0 1.5 3.2 3.4 9.9

Purchase Obligations 25.9 15.5 10.0 0.4

OtherLong-TermLiabilities
27.2 14.2 11.1 1.9

Total Contractual Cash Obligations 329.5 54.7 126.4 40.7 107.7

Interest payments on our long-term debt are projected based on the contractual rates of remaining debt securities

We have long term agreement with IBM to manage our global information technology environment that expires in September of

2014 The expected aggregate cost from September 30 2010 through the duration of the contract is $40.7 million

Given the significant funding contribution made during fiscal 2010 we currently do not anticipate any further contributions to our

master pension plan in fiscal 2011

Purchase obligations represent contractual obligations under various take-or-pay arrangements executed in the normal course of

business These commitments represent future purchases in line with expected usage to obtain favorable pricing Also included are

obligations arising from purchase orders for which we have made firm commitments As result we believe that the purchase

obligations portion of our contractual obligations is substantially those obligations for which we are certain to pay regardless of

future facts and circumstances We expect to fund purchase obligations with operating cash flows and current cash balances

Other long-term liabilities include deferred compensation arrangements self-insurance reserves and other various liabilities

We also had commercial commitments related to standby letters of credit at September 30 2010 of $6.3 million
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In addition to the contractual obligations and commercial commitments disclosed above we also have variety of other agreements

related to the procurement of materials and services and other commitments While many of these agreements are long-term supply

agreements some of which are exclusive supply or complete requirements-based contracts we are not committed under these

agreements to accept or pay for requirements which are not needed to meet production needs Also we have an additional $26.1

million of other liabilities as of September 30 2010 which represents uncertain tax positions for which it is not possible to determine

in which future period the tax liability might be settled

In conjunction with our acquisition and divestiture activities we have entered into certain guarantees and indemnifications of

performance as well as non-competition agreements for varying periods of time Potential losses under the indemnifications are

generally limited to portion of the original transaction price or to other lesser specific dollar amounts for certain provisions

Guarantees and indemnifications with respect to acquisition and divestiture activities if triggered could have materially adverse

impact on our financial condition and results of operations

We are also subject to potential losses from adverse litigation results that are not accounted for by self-insurance or other reserve

however such potential losses are not quantifiable at this time and may never occur

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our accounting policies including those described below require management to make significant estimates and assumptions using

information available at the time the estimates are made Such estimates and assumptions significantly affect various reported amounts

of assets liabilities revenues and expenses If future experience differs materially from these estimates and assumptions results of

operations and financial condition could be affected Our most critical accounting policies are described below

Revenue Recognition

Net revenues reflect gross revenues less sales discounts and allowances and customer returns for product sales and rental revenue

reserves Revenue is evaluated under the following criteria and recognized when each is met

Evidence of an arrangement An agreement with the customer reflecting the terms and conditions to deliver products or services

serves as evidence of an arrangement

Delivery For products delivery is considered to occur upon receipt by the customer and the transfer of title and risk of loss For

rental services delivery is considered to occur when the services are rendered

Fixed or determinable price The sales price is considered fixed or determinable if it is not subject to refund or adjustment

Collection is deemed probable At or prior to the time of transaction credit reviews of each customer are performed to determine

the creditworthiness of the customer Collection is deemed probable if the customer is expected to be able to pay amounts under

the arrangement as those amounts become due If collection is not probable revenue is recognized when collection becomes

probable generally upon cash collection

As general interpretation of the above guidelines revenues for health care products in the patient care environment are generally

recognized upon delivery of the products to the customer and their assumption of risk of loss and other risks and rewards of

ownership Local business customs and non-standard sales terms can sometimes result in deviations to this normal practice in certain

instances however in no case is revenue recognized prior to the transfer of risk of loss and rewards of ownership

For non-invasive therapy products and medical equipment management services the majority of product offerings are rental products

for which revenues are recognized consistent with the rendering of the service and use of products For The Vest product revenue is

generally recognized at the time of receipt of authorization for billing from the applicable paying entity as this serves as evidence of

the arrangement and sets fixed or determinable price

For health care products and services aimed at improving operational efficiency and asset utilization various revenue recognition

techniques are used depending on the offering Arrangements to provide services routinely under separately sold service and

maintenance contracts result in the deferral of revenues until specified services are performed Service contract revenue is generally

recognized ratably over the contract period if applicable or as services are rendered Product-related goods are generally recognized

upon delivery to the customer similar to products in the patient care environment
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Revenue and Accounts Receivable Reserves

Revenues are presented in the Statements of Consolidated Income Loss net of certain discounts and sales adjustments For product

sales we record reserves resulting in reduction of revenue for contractual discounts as well as price concessions and product

returns Likewise rental revenue reserves reflecting contractual and other routine billing adjustments are recorded as reduction of

revenues Reserves for revenue are estimated based upon historical rates for revenue adjustments

Provisions for doubtful accounts are recorded as component of operating expenses and represent our best estimate of the amount of

probable credit losses and collection risk in our existing accounts receivable We determine such reserves based on historical write-off

experience by industry Receivables are generally reviewed on pooled basis based on historical collection experience for each

receivable type and are also reviewed individually for collectability Account balances are charged against the allowance when we

believe it is probable the receivable will not be recovered We do not have any off-balance-sheet credit exposure related to our

customers

If circumstances change such as higher than expected claims denials payment defaults adverse changes in general economic

conditions instability or disruption of credit markets or an unexpected material adverse change in major customers or payors

ability to meet its obligations our estimates of the realizability of trade receivables could be reduced by material amount

Liabilities for Loss Contingencies Related to Lawsuits

We are involved on an ongoing basis in claims investigations and lawsuits relating to our operations including environmental

antitrust patent infringement business practices commercial transactions and other matters The ultimate outcome of these actions

cannot be predicted with certainty An estimated loss from these contingencies is recognized when we believe it is probable that loss

has been incurred and the amount of the loss can be reasonably estimated However it is difficult to measure the actual loss that might

be incurred related to claims investigations and lawsuits The ultimate outcome of these actions could have material adverse effect

on our financial condition results of operations and cash flow

We have entered into Judgment Sharing Agreement with Hillenbrand Inc to allocate any potential liability that may arise with

respect to certain antitrust litigation matters We apply the same methodology as described in the immediate preceding paragraph in

evaluating and accounting for the Judgment Sharing Agreement See Note of Notes to Consolidated Financial Statements included

under Part II Item of this Form 10-K for further details

We are also involved in other possible claims including product and general liability workers compensation auto liability and

employment related matters Claims other than employment and related matters have deductibles and self-insured retentions ranging

from $150 thousand to $1.5 million per occurrence or per claim depending upon the type of coverage and policy period Outside

insurance companies and third-party claims administrators establish individual claim reserves and an independent outside actuary

provides estimates of ultimate projected losses including incurred but not reported claims which are used to establish reserves for

losses Claim reserves for employment related matters are established based upon advice from internal and external counsel and

historical settlement information for claims and related fees when such amounts are considered probable of payment

The recorded amounts represent our best estimate of the costs we will incur in relation to such
exposures

but it is possible that actual

costs could differ from those estimates See Note 16 of Notes to Consolidated Financial Statements included under Part II Item of

this Form 10-K for further information related to our legal proceedings

Goodwill and Intangible Assets

We perform an impairment assessment on goodwill annually during the third fiscal quarter or whenever events or changes in

circumstances indicate that the carrying value of reporting unit may not be recoverable These events or conditions include but are

not limited to significant adverse change in the business environment regulatory environment or legal factors current period

operating or cash flow loss combined with history of such losses or projection of continuing losses substantial decline in market

capitalization of our stock or sale or disposition of significant portion of reporting unit

The goodwill impairment test involves two-step process The first step used to identifi potential impairment is comparison of

each reporting units estimated fair value to its carrying value including goodwill If the fair value of reporting unit exceeds its

carrying value applicable goodwill is considered not to be impaired If the carrying value exceeds fair value there is an indication of

impairment and the second step is performed to measure the amount of the impairment The second step requires us to calculate an
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implied fair value of goodwill The implied fair value of goodwill is determined in the same manner as the amount of goodwill

recognized in business combination which is the excess of the fair value of the reporting unit as determined in the first step over

the aggregate fair values of the individual assets liabilities and identifiable intangibles as if the reporting unit was being acquired in

business combination If the goodwill assigned to reporting unit exceeds the implied fair value of the goodwill an impairment

charge is recorded for the excess

The fair value of our reporting units in the first step of our impairment process requires significant management judgment with respect

to forecasted sales gross margin and selling general and administrative rates capital expenditures the selection and use of an

appropriate discount rate the selection of comparable public companies and the determination of an appropriate control premium In

addition the use of third-party appraisals of significant tangible and intangible assets as part of the second step of the impairment test

also requires management judgment related to certain inputs and assumptions There are inherent uncertainties related to each of the

above listed assumptions and inputs and our judgment in applying them The use of different assumptions estimates or judgments in

either step of the process could materially increase or decrease the related impairment charge

During the second quarter of fiscal 2009 as result of the decline in our market capitalization related to the overall macro-economic

climate and its resulting unfavorable impact on hospital capital spending and our operating results the Company recorded an

impairment of its goodwill and certain other intangibles See Note of Notes to Consolidated Financial Statements included under

Part II Item of this Form 10-K for further information related to the impairment charge

Retirement Benefit Plans

We sponsor retirement and postretirement benefit plans covering select employees Expense recognized in relation to these defined

benefit retirement plans and the postretirement health care plan is based upon actuarial valuations and inherent in those valuations are

key assumptions including discount rates and where applicable expected returns on assets projected future salary rates and projected

health care cost trends The discount rates used in the valuation of our defined benefit pension and postretirement plans are evaluated

annually based on current market conditions In setting these rates we utilize long-term bond indices and yield curves as preliminary

indication of interest rate movements and then make adjustments to the respective indices to reflect differences in the terms of the

bonds covered under the indices in comparison to the projected outflow of our obligations Our overall expected long-term rate of

return on pension assets is based on historical and expected future returns which are inflation adjusted and weighted for the expected

return for each component of the investment portfolio Our rate of assumed compensation increase is also based on our specific

historical trends of past wage adjustments

Changes in retirement and postretirement benefit expense and the recognized obligations may occur in the future as result of

number of factors including changes to any of these assumptions Our expected rate of return on pension plan assets was 7.5 percent

for fiscal 2010 and 2009 and 8.0 percent for fiscal 2008 At September 30 2010 we had pension plan assets of $215.7 million 25

basis point increase in the expected rate of return on pension plan assets reduces annual pension expense by approximately $0.6

million Differences between actual and projected investment returns especially in periods of significant market volatility can also

impact estimates of required pension contributions The discount rate for our retirement obligation was 5.1 percent in 2010 5.5

percent in 2009 and 7.5 percent in 2008 The discount rate for our postretirement obligation may vary up to 100 basis points from that

of our retirement obligations For each 50 basis point change in the discount rate the impact to annual pension expense ranges from

$1.7 million to $1.8 million while the impactto our postretirement health care plan expense would be less than $0.1 million Impacts

from assumption changes could be positive or negative depending on the direction of the change in rates

See Note of Notes to Consolidated Financial Statements included under Part II Item of this Form 10-K for further information

related to our retirement and postretirement plans

Income Taxes

We compute our income taxes using an asset and liability approach to reflect the net tax effects of temporary differences between the

financial reporting carrying amounts of assets and liabilities and the corresponding income tax amounts We have variety of deferred

tax assets in numerous tax jurisdictions These deferred tax assets are subject to periodic assessment as to recoverability and if it is

determined that it is more likely than not that the benefits will not be realized valuation allowances are recognized We have recorded

valuation allowances against certain of our deferred tax assets primarily those related to foreign tax attributes in countries with poor

operating results and certain other domestic tax attributes In evaluating whether it is more likely than not that we would recover these

deferred tax assets future taxable income the reversal of existing temporary differences and tax planning strategies are considered
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We believe that our estimates for the valuation allowances recorded against deferred tax assets are appropriate based on current facts

and circumstances We currently have $28.5 million of valuation allowances on deferred tax assets on tax-effected basis primarily
related to foreign operating loss carryforwards and other tax attributes

We account for uncertain income tax positions using threshold and measurement attribute for the financial statement recognition and
measurement of tax position taken or expected to be taken in tax return The difference between the tax benefit recognized in the

financial statements for an uncertain income tax position and the tax benefit claimed in the tax return is referred to as an unrecognized
tax benefit

The Company also has on-going audits in various stages of completion with the IRS and several state and foreign jurisdictions one or
more of which may conclude within the next 12 months Such settlements could involve some or all of the following the payment of
additional taxes the adjustment of certain deferred taxes and/or the recognition of unrecognized tax benefits The resolution of these

matters in combination with the expiration of certain statutes of limitations in various jurisdictions make it reasonably possible that

our unrecognized tax benefits may decrease as result of either payment or recognition by approximately $5 to $13 million in the next
twelve months excluding interest See Note 11 of Notes to Consolidated Financial Statements included under Part II Item of this

Form 10-K for further information related to income taxes

Guarantees

We routinely grant limited warranties on our products with respect to defects in material and workmanship The terms of these
warranties are generally one year however certain components and products have substantially longer warranty periods We
recognize reserve with respect to these obligations at the time of product sale with subsequent warranty claims recorded directly

against the reserve The amount of the warranty reserve is determined based on historical trend experience for the covered products
For more significant warranty-related matters which might require broad-based correction separate reserves are established when
such events are identified and the cost of correction can be reasonably estimated

Inventory

We review the net realizable value of inventory on an ongoing basis considering factors such as excess obsolescence and other
items We record an allowance for estimated losses when the facts and circumstances indicate that particular inventories will not be
sold at prices in excess of current carrying costs These estimates are based on historical experience and expected future trends If

future market conditions vary from those projected and our estimates
prove to be inaccurate we may be required to write-down

inventory values and record an adjustment to cost of revenues

Recently Issued Accounting Guidance

For summary of recently issued accounting guidance applicable to us see Note of Notes to Consolidated Financial Statements
included under Part II Item of this Form 10-K

Item 7A QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to various market risks including fluctuations in interest rates impact of the current economic downturn collection

risk associated with our accounts and notes receivable portfolio and variability in currency exchange rates We have established

policies procedures and internal
processes governing our management of market risks and the use of financial instruments to manage

our exposure to such risks

We are subject to variability in foreign currency exchange rates in our international operations Exposure to this variability is

periodically managed primarily through the use of natural hedges whereby funding obligations and assets are both managed in the

local currency We from time-to-time enter into
currency exchange agreements to manage our exposure arising from fluctuating

exchange rates related to specific and forecasted transactions We operate this program pursuant to documented corporate risk

management policies and do not enter into derivative transactions for speculative purposes The sensitivity of earnings and cash flows

to variability in exchange rates is assessed by applying an appropriate range of potential rate fluctuations to our assets obligations and

projected results of operations denominated in foreign currencies

Our currency risk consists primarily of foreign currency denominated firm commitments and forecasted foreign currency denominated

intercompany and third-party transactions At September 30 2010 we had outstanding foreign exchange derivative contracts in
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notional amounts of $3.8 million with the fair value of these contracts approximating original contract value The maximum length of

time over which the Company is hedging transaction exposure is 15 months Derivative gains/losses initially reported as

component of Accumulated Other Comprehensive Income Loss are reclassified to earnings in the period when the forecasted

transaction affects earnings 10 percent fluctuation in the U.S dollars value to the hedged currencies would have an immaterial

impact on our derivative instruments fair value

We hold auction rate securities for which the market continues to experience liquidity issues Due to the lack of liquidity we have

obtained guidance from our investment advisors as to the current fair value of our portfolio If current market conditions do not

improve or worsen the result could be further temporary unrealized losses or impairments During our first fiscal quarter of 2009 we

entered into settlement agreement with IJBS one of the brokers we utilized to purchase auction rate securities The primary terms

of the settlement stated that UBS would repurchase the auction rate securities held by UBS at full par value on or after June 30 2010

On June 30 2010 we successfully exercised our rights under the Put for all remaining auction rate securities held with UBS and

received cash proceeds of $12.0 million including accrued interest in July 2010 At September 30 2010 we had $11.8 million

remaining in auction rate securities

Our pension plan assets which were approximately $216 million at September 30 2010 are also subject to volatility that can be

caused by fluctuations in general economic conditions Our pension plans were underfunded at September 30 2010 by approximately

$51 million During the fourth quarter of fiscal 2010 we contributed $50.0 million to our primary pension plan Continued market

volatility and disruption could cause further declines in asset values and if this occurs we may need to make additional pension plan

contributions and our pension expense in future years may increase Investment strategies and policies are set by the plans fiduciaries

Long-term strategic investment objectives utilize diversified mix of equity and fixed income securities to preserve
the funded status

of the trusts and balance risk and return The plan fiduciaries oversee the investment allocation process
which includes selecting

investment managers setting long-term strategic targets and monitoring asset allocations Target allocation ranges are guidelines not

limitations and plan fiduciaries may occasionally approve allocations above or below target range or elect to rebalance the portfolio

within the targeted range

Trust assets are invested subject to the following policy restrictions short-term securities must be rated A2/P2 or higher all fixed

income securities shall have credit quality rating BBB or higher investments in equities in any one company may not exceed 10

percent of the equity portfolio
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MANAGEMENTS REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining adequate internal control over financial reporting for Hill-Rom Holdings

Inc we or our Our internal control over financial reporting is process designed under the supervision of our principal

executive principal
financial and principal accounting officers and effected by our Board of Directors management and other

personnel to provide reasonable assurance regarding the reliability of our financial reporting and the preparation of our Consolidated

Financial Statements for external purposes in accordance with accounting principles generally accepted in the United States of

America U.S GAAP Our internal control over financial reporting includes policies and procedures that

Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of

our assets

Provide reasonable assurance that transactions are recorded as necessary to permit preparation of our Consolidated Financial

Statements in accordance with U.S GAAP and that our receipts and expenditures are being made only in accordance with

authorizations of our management and our Board of Directors and

Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of our

assets that could have material effect on our Consolidated Financial Statements

Because of its inherent limitations our internal control over financial reporting may not prevent or detect misstatements Also

projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of

changes in conditions or that the degree of compliance with the policies and procedures may deteriorate

Management performed an assessment of the effectiveness of our internal control over financial reporting as of September 30 2010

using criteria established in the Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the

Treadway Commission Based on that criteria management concluded that we maintained effective internal control over financial

reporting as of September 30 2010 There were no changes in our internal control over financial reporting during the quarter
ended

September 30 2010 that have materially affected or are reasonably likely to materially affect our internal control over financial

reporting

The effectiveness of our internal control over financial reporting as of September 30 2010 has been audited by

PricewaterhouseCoopers LLP our independent registered public accounting firm who also audited our Consolidated Financial

Statements as stated in their report
included herein

Is John Greisch

John Greisch

President and Chief Executive Officer

Is Greeory Miller

Gregory Miller

Senior Vice President and Chief Financial Officer

Is Richard Keller

Richard Keller

Vice President Controller and Chief Accounting Officer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and Board of Directors of

Hill-Rom Holdings Inc

In our opinion the consolidated financial statements listed in the accompanying index present fairly in all material respects the

financial position of Hill-Rom Holdings Inc and its subsidiaries at September 30 2010 and 2009 and the results of their operations
and their cash flows for each of the three years in the period ended September 30 2010 in conformity with accounting principles

generally accepted in the United States of America In addition in our opinion the financial statement schedule listed in the

accompanying index presents fairly in all material respects the information set forth therein when read in conjunction with the related

consolidated financial statements Also in our opinion the Company maintained in all material respects effective internal control
over financial reporting as of September 30 2010 based on criteria established in Internal Control Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission COSO The Companys management is responsible for

these financial statements and financial statement schedule for maintaining effective internal control over financial reporting and for

its assessment of the effectiveness of internal control over financial reporting included in Managements Report on Internal Control

over Financial Reporting Our responsibility is to express opinions on these financial statements on the financial statement schedule
and on the Companys internal control over financial reporting based on our integrated audits We conducted our audits in accordance

with the standards of the Public Company Accounting Oversight Board United States Those standards require that we plan and

perform the audits to obtain reasonable assurance about whether the financial statements are free of material misstatement and whether
effective internal control over financial reporting was maintained in all material respects Our audits of the financial statements
included examining on test basis evidence supporting the amounts and disclosures in the financial statements assessing the

accounting principles used and significant estimates made by management and evaluating the overall financial statement presentation
Our audit of internal control over financial reporting included obtaining an understanding of internal control over financial reporting

assessing the risk that material weakness exists and testing and evaluating the design and operating effectiveness of internal control

based on the assessed risk Our audits also included performing such other procedures as we considered necessary in the

circumstances We believe that our audits provide reasonable basis for our opinions

companys internal control over financial reporting is process designed 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 companys internal control over financial reporting includes those policies and procedures that pertain to the

maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the assets of the

company ii provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in

accordance with generally accepted accounting principles and that receipts and expenditures of the company are being made only in

accordance with authorizations of management and directors of the company and iiiprovide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition use or disposition of the companys assets that could have material effect

on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in

conditions or that the degree of compliance with the policies or procedures may deteriorate

Is PricewaterhouseCooners LLP

PricewaterhouseCoopers LLP

Indianapolis Indiana

November 17 2010
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Hill-Rom Holdings Inc and Subsidiaries

STATEMENTS OF CONSOLIDATED INCOME LOSS
Dollars in millions except per share data

Fiscal Year Eiided

Net Revenues

Capital sales

Rental revenues

Total revenues

Cost of Revenues

Cost of goods sold

Rental expenses

Total cost of revenues

Gross Profit

Research and development expenses

Selling and administrative expenses

Litigation
credit Note 16

Impainnent of goodwill and other intangibles Note

Special charges Note 10

Income loss attributable to common shareholders per common share

from continuing operations Diluted

Income attributable to common shareholders per common share

from discontinued operations Diluted

Net Income Loss Attributable to Common Shareholders

per
Common Share -Diluted

Dividends per Conunon Share

Average Common Shares Outstanding Basic thousands Note 12

Average Common Shares Outstanding Diluted thousands Note 12

Note Certain per
share amounts may not accurately add due to rounding

See Notes to Consolidated Financial Statements

September 30 September 30 September 30

2010 2009 2008

996.6 921.5 1044.0

473.0 465.4 463.7

1469.6 1386.9 1507.7

548.6 555.7 618.6

204.4 203.3 219.6

753.0 759.0 838.2

716.6 627.9 669.5

58.3 55.7 57.3

474.6 461.6 486.6

21.2
472.8

13.2 20.5 22.8

191.7 382 102.8

10.2

8.7 10.4 14.3

0.1 4.1 3.8

182.9 378.8 923

56.9 26.2 25.2

126.0 405.0 67.1

78.8

30.1

48.7

126.0 405.0 115.8

0.7

125.3 405.0 115.8

1.99 6.47

0.78

1.99 6.47 186

1.97 6.47

0.78

1.97 6.47 1.85

0.41 0.41 0.78

62934 62581 62426

63739 62581 62622

Operating Profit Loss

Gain on sale of non-strategic assets Note

Interest expense

Investment income and other net

Income Loss from Continuing Operations
Before Income Taxes

Income tax expense Note 11

Income Loss from Continuing Operations

Discontinued Operations Note

Income from discontinued operations
before income taxes

Income taxexpense

Income from discontinued operations

Net Income Loss

Less Net income attributable to noncontrolling interest

Net Income Loss Attributable to Common Shareholders

Income loss attributable to common shareholders per common share

from continuing operations Basic

Income attributable to comnxin shareholders per
common share

from discontinued operations Basic

Net Income Loss Attributable to Conunon Shareholders

per Common Share Basic

1.07

1.07
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Hill-Rom Holdings Inc and Subsidiaries

CONSOLIDATED BALANCE SHEETS
Dollars in millions except share data

September 30 September 30

2010 2009
AS IFS

Current Assets

Cash and cash equivalents 184.5 170.6
Short term investments Notes and

26.4

Trade accounts receivable less allowances of $29.0 in 2010 and $27.5 in 2009 Note 353.1 346.6
Inventories Note 108.5 92.0

Deferred income taxes Notes and 11 40.4 46.0

Other current assets 52.7 13.5

Total current assets
739.2 695.1

Property plant and equipment Note 805.0 821.2

Less accumulated depreciation 561.3 548.8
Property plant and equipment net 243.7 272.4
Investments and investment securities Notes and 12.1 17.2

Intangible assets

Goodwill Notes land
81.1 73.1

Software and other net Note 136.6 141.9

Other assets
32.9 32.9

Total Assets
1245.6 1232.6

LIABILiTIES

Current Liabilities

Trade accounts payable 80.6 81.3

Short-termborrowings Note 53.1 102.2

Accrued compensation 88.9 72.7

Accrued litigation Note 16
21.2

Accrued product warranties Note 15.8 17.1

Other current liabilities
50.3 49.8

Total current liabilities
288.7 344.3

Long-term debt Note 98.5 99.7

Accrued pension and postretirement benefits Note 59.0 100.7

Deferred income taxes Notes and 11 31.3 16.8

Other long-termliabilities
52.3 61.8

Total Liabilities
529.8 623.3

Noncontrolling interest Note 8.3

Commitments and Contingencies Note 16

SHAREHOLDERS EQUiTY Notes and 13
Capital Stock

Preferred stock without par value

Authorized 1000000 shares none issued or outstanding
Common stock without par value

Authorized 199000000

Issued 80323912 shares in 2010 and 2009 4.4 4.4

Additional paid-in-capital 119.3 119.0

Retained earnings 1203.6 1105.2
Accumulated other comprehensive loss Note 61.8 59.9
Treasury stock at cost 2010- 17537029 common shares 2009 17656350 common shares 558.0 559.4
Total Shareholders Equity 707.5 609.3

Total Liabilities Non-Controlling Interest and Shareholders Equity 1245.6 1232.6

See Notes to Consolidated Financial Statements
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Hill-Rom Holdings Inc and Subsidiaries

STATEMENTS OF CONSOLIDATED CASH FLOWS

Dollars in millions

Fiscal Year Ended

Operating Activities

Net income loss

Adjustments to reconcile net income loss to net cash flows from operating activities

Depreciation
and amortization

Impairment of goodwill
and other intangibles

Net realized capital losses gains and equity method investment income loss

Litigation credh

Provision for deferred income taxes

Loss on disposal ofproperty equipment leased to others intangible assets and impairments

Gain on sale ofnon-strategic assets

Stock compensatinn

Taxsettlement

Defined benefit plan finding

Cbange in working capital excluding cash current investments current debt acquisitions
and dispositions

Tmde accounts receivable

Inventories

Other current assets

Trade accounts payabk

Accrued expenses and other liabilities

Interest proceeds on seller financing

Other net

Net cash provided by operating activities

Investing Activities

Capital expenditures
and purchase of intangibles

Proceeds on disposal ofproperty and equipment leased to others

Proceeds on sale of non-strategic assets

Payment for acquishion ofbusinesses net of cash acquired

Investment purchases and capital calls

Proceeds on investment sales and metunties

Principal proceeds fromliquidation of preferred stock investment and seller financing notes receivable

Net cash used in investing activities

Financing Activities

Net change in short-term debt net ofdebt issuance costs

Payment on revolver

Borrowings on revolver

Payment of long-term debt net of proceeds from settlement of interest rate swaps

Payment of cash dividends

Distributinn to noncontrolling interest partner

Proceeds fromexercise of stock options

Proceeds from employee stock purchase pinn

Treasury stock acquired

Cash transferred to Hillenbrand Inc in spin-off

Net cash used in financing activities

Effect of Exchange Rate changes on Cash

Net Cash Flnvss

Cash and Cash Equinlents

Al beginning of period

At end of period

Supplemental cash flow information

Cash paid for income taxes

Cash paid for interest

Non-cash financing activities

Treasury stock issued under stock compensation plans

See Notes to Consolidated Financial Statements

63.9

2.9

11.9

187.2

2.8

5.2

8.2

15.1

2.6

11.2

2.7

270.5

325.6

343.5

27.8

38.2 234.2 56.3

5.2 85.9

250.0

225.3

48.2

16.5

1.4

141.3

63.8

10.2

140.2

170.6 221.7 81.5

184.5 170.6 221.7

87.3 19.3 99.6

7.7 9.9 18.8

38.3 6.1

September 30 September 30 September 30

2010 2009 2008

126.0 405.0 115.8

99.7 100.2 112.8

472.8

0.2 0.1 6.8

21.2

21.2 3.5 22.9

7.3 5.8 18.6

10.2

12.0 12.1 23.2

8.2

52.3 13.5 1.8

61.2

23.7

1.1

23.9

20.2

_________________
18.0

_________________

225.7
_________________

7.0

16.2

37.5

2.4

12.5

5.7

139.8

64.7

2.5

7.3

31.3

102.6

0.6

2.1

4.1

45.0

25.8

1.1

22.9

2.6

36.9

87.4

0.3

13.9

25.7

25.6

0.1

1.3

0.6

45.3

2.7

51.1

17.2

44



Hill-Rom Holdings Inc and Subsidiaries

STATEMENTS OF CONSOLIDATED SHAREHOLDERS EQUITY AND COMPREHENSIVE INCOME LOSS
Dollars in millions

Balance at September 302007

Adoption of uncertain
taxposition provisions

Comprehensive Income

Net income

Foreign currency tmnslation adjnstment net of tnx

nfSl.5 million

Net change in nnrealized gain no available-for-s ale

securities net of tax of $1.9 million

Items not yet recognized as component of net periodic

pension costs net oflaxof 54.7 million

Total comprehensive income

Dividends

Treasury shares acqnired

Stock awards and option esercises

Subtotal

Spin-affaffiroeml services bnsiness Nate

Balance at September 30 2008

Comprehensive Income Loss
Net income loss

Fareign cnrrency tmnslalion adjustment nd of lax

of $0.9 millino

Net change in unrealized
gain on available-for-sale

securities net of taxof $0.1 million

Items not yet recogoized as component of net periodic

pension costs net of taxaf $25.0 million

Total comprehensive income loss

Dividends

Treasury shams acqnired

Stock awards and option exercises

Balance at September 302009

Common Stock

Shares

Outstanding Auarnnt

27554
544836

62508934 4.4

62508934 4.4

0.3

32481

191109 7.5

62667562 4.4 119.0 1105.2 59.9

2.3 18332260 580.7 1277.8

10.3

115.8

13.1 13.1

2.6 2.6

4.9

95.2

48.2

1.4

______________
39.6

1352.7

______________
270.1

564.9 1082.6

405.0

15.0 15.0

0.3 0.3

40.4

460.7

25.6

0.6 0.6

_____________
6.1 13.6

559.4 609.3

Comprehensive Income

Net income

Foreign currency tmoslation adjustment oct of tax

nf$l.3 millinu

Net change in unrealized gain on availabin-far-sale

securities nd oftaxof $0.1 million

Items not yet recognized as companant of net perindin

pension costs net oflaxof $0.1 milliuo

Total
comprehensive income

Dividends

Treasury shares acquired

Stack awards and option exercises

Impact of Joint Venture

Balance at September 302010

See Notes to Consolidated Financial Statements

1092469

1211790

Conanon StockT-
Shares Amount Total

Accumulated

_____________ Dlher

Addilional Retained Comprehensive

_____________ _____________ Paid-in-Copilal Eamings Income Loss

61991652 4.4 98.4 1753.4

10.3

115.8

0.4 4S

_____________ _____________
22.4

121.2 1810.3

______________ ______________
10.0 274.2

______________

111.2 1536.1

405.0

25.9

4.9

27554 1.4

544836 17.2

18.3 17814978 564.9

14.1

4.2 17814978

40.4

32481

191109

17656350

126.0

0.7

0.2

2.8

0.3 26.1

1092469

1211790 2.4

2.4 1.5

62786883 4.4 119.3 1203.6

126.0

0.7

0.2

2.8

124.1

25.8

36.9

35.9

0.9

707.5

36.9

38.3

61.8 17537029 558.0
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Hill-Rom Holdings Inc and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Dollars in millions except per share data

Note SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Hill-Rom Holdings Inc the Company Hill-Rom we us or our formerly known as Hillenbrand Industries Inc was

incorporated on August 1969 in the State of Indiana and is headquartered in Batesville Indiana We are leading worldwide

manufacturer and provider of medical technologies and related services for the health care industry including patient support systems

safe mobility and handling solutions non-invasive therapeutic products for variety of acute and chronic medical conditions medical

equipment rentals and information technology solutions Our comprehensive product and service offerings are used by health care

providers across the health care continuum in hospitals extended care facilities and home care settings worldwide to enhance the

safety and quality of patient care

Basis of Presentation

On March 31 2008 we completed the spin-off of our funeral services business operating under the Batesville Casket name through

tax-free stock dividend to our shareholders In connection with the distribution we changed our name from Hillenbrand Industries

Inc to Hill-Rom Holdings Inc

In accordance with our accounting for the impairment or disposal of long-lived assets the results of operations of the funeral services

business have been presented as discontinued operation for the year ended September 30 2008 in the Statement of Consolidated

Income Loss The 2008 Statement of Consolidated Cash Flows is presented without separate classification of cash flows from the

funeral services business through March 31 2008 Unless otherwise noted the Notes to Consolidated Financial Statements exclude

information related to the funeral services business See Note for further discussion of the spin-off of the funeral services business

Principles of Consolidation

The Consolidated Financial Statements include the accounts of the Company and our majority-owned subsidiaries All subsidiaries are

wholly-owned with the exception of the 60 percent owned joint venture acquired during the first quarter of fiscal 2010 and discussed

in Note Intercompany accounts and transactions have been eliminated in consolidation

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America

requires our management to make estimates and assumptions that affect the reported amounts of certain assets and liabilities and

disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expense

during the reporting period Actual results could differ from those estimates Examples of such estimates include our accounts

receivable reserves Note accrued warranties Note the impairment of intangibles Note investments Note income taxes

Note 11 and commitments and contingencies Note 16 among others

Cash and Cash Equivalents

We consider investments in marketable securities and other highly liquid instruments with maturity of three months or less at date of

purchase to be cash equivalents Investments which have no stated maturity are also considered cash equivalents All of our

marketable securities may be freely traded

Investment and Investment Securities

At September 30 2010 investment securities consisted primarily of AAA rated student loan auction rate securities ARS These

securities are generally insured through the U.S governments Federal Family Education Loan Program to the extent the borrowers

meet certain prescribed criteria in their underlying lending practices As of September 30 2010 we held $11.8 million of ARS that
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were recorded at fair value and classified as available-for-sale with unrealized holding gains and losses recorded in Accumulated

Other Comprehensive Income Loss AOCL

We also previously held ARS with UBS Financial Services UBS During the first quarter of 2009 we entered into an enforceable

non-transferable right the Put with UBS which allowed us to exercise this Put at anytime during the period of June 30 2010

through July 2012 During the quarter ended June 30 2010 UBS redeemed $14.1 million of our ARS plus interest On June 30
2010 we successfully exercised our rights under this Put for all remaining ARS held with UBS and received cash proceeds of 12.0

million including accrued interest on July 2010

We regularly evaluate all investments classified as available-for-sale for possible impairment based on current economic conditions

credit loss experience and other criteria The evaluation of investments for impairment requires significant judgments to be made

including the identification of potentially impaired securities ii the determination of their estimated fair value iiithe assessment

of whether any decline in estimated fair value is other-than-temporary and iv the likelihood of selling before recovery If there is

decline in securitys net realizable value that is other-than-temporary the decline is separated into the amount of impairment related

to credit loss and the amount of impairment related to all other factors The decline related to the credit loss is recognized in earnings

while the decline related to all other factors is recognized in AOCL

See Note for further details on our fair value measurements

Trade Accounts Receivable

Trade accounts receivable are recorded at the invoiced amount and do not bear interest unless the transaction is an installment sale

with payment terms exceeding one year Reserves for uncollectible accounts represent our best estimate of the amount of probable

credit losses and collection risk in our existing accounts receivable We determine such reserves based on historical write-off

experience by industry and reimbursement platform Receivables are generally reviewed on pooled basis based on historical

collection experience for each reimbursement and receivable type Receivables for capital sales transactions are also reviewed

individually for collectability Account balances are charged against the allowance when we believe it is probable the receivable will

not be recovered We do not have any off-balance-sheet credit exposure related to our customers If circumstances change such as

higher than expected claims denials payment defaults adverse changes in general economic conditions instability or disruption of

credit markets or an unexpected material adverse change in major customers or payors ability to meet its obligations our estimates

of the realizability of trade receivables could be reduced by material amount

Within rental revenues the domestic third-party payors reimbursement process requires extensive documentation which has had the

effect of slowing both the billing and cash collection cycles relative to the rest of the business and therefore increasing total accounts

receivable Because of the extensive documentation required and the requirement to settle claim with the primary payor prior to

billing the secondary and/or patient portion of the claim the collection period for claim in portion of our business may in some

cases be extended

We generally hold our trade accounts receivable until they are paid Certain long-term receivables are occasionally sold to third

parties however any recognized gain or loss on such sales has historically not been material

Inventories

Inventories are valued at the lower of cost or market Inventory costs are determined by the last-in first-out LIFO method for

approximately 65 percent and 55 percent of our inventories at September 30 2010 and 2009 Costs for other inventories have been

determined principally by the first-in first-out FIFO method During 2009 we made change in cost method for certain domestic

production inventory from the FIFO method to the LIFO method The change impacted approximately 17 percent of our inventory and

the effect on our Consolidated Financial Statements was not significant Inventories at September 30 consist of the following

September 30

2010

64.2

4.7

39.6

108.5

September 30

2009

57.4

2.0

32.6

92.0

Finished products

Work in process

Raw materials

Total
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If the FIFO method of inventory accounting which approximates current cost had been used for all inventories they would have been

approximately $1.2 million and $3.6 million higher than reported at September 30 2010 and 2009

Property Plant and Equipment

Property plant and equipment is recorded at cost and depreciated over the estimated useful life of the assets using principally the

straight-line method Ranges of estimated useful lives are as follows

Useful Life

Land improvements
6-25 years

Buildings and building equipment
20 -40 years

Machinery and equipment
10 years

Equipment leased to others -10 years

When property plant and equipment is retired from service or otherwise disposed of the cost and related amount of depreciation or

amortization are eliminated from the asset and accumulated depreciation accounts The difference if any between the net asset value

and the proceeds on sale are charged or credited to income Total depreciation expense
included within continuing operations on the

Statements of Consolidated Income Loss for fiscal years 2010 2009 and 2008 was $72.8 million $74.3 million and $81.0 million

The major components of property and the related accumulated depreciation at September 30 were as follows

September 30 September 30

2010 2009

Accumulated Accumulated

Cost Depreciation Cost Depreciation

Land and land improvements 12.5 3.7 12.0 3.5

Buildings and building equipment 112.8 75.7 112.7 74.5

Machinery and equipment 257.1 192.2 269.9 199.0

Equipment leased to others 422.6 289.7 426.6 271.8

Total 805.0 561.3 821.2 548.8

Intangible Assets

Intangible assets are stated at cost and consist predominantly of goodwill software patents and trademarks With the exception of

goodwill and certain trademarks our intangible assets are amortized on straight-line basis over periods generally ranging from to

20 years

We assess the carrying value of goodwill and non-amortizable intangibles annually during the third quarter of each fiscal year or

more often if events or changes in circumstances indicate there may be impairment Goodwill is allocated among the reporting units

based on the relative fair value of those units

Our goodwill and many of our intangible assets are not deductible for income tax purposes summary of intangible assets and the

related accumulated amortization and impairment losses as of September 30 was as follows

September 30 September 30

2010 2009

Amortization Amortization

Cost and Impairment Cost and Impairment

Goodwill 553.9 472.8 545.9 472.8

Software 150.5 91.7 141.7 75.7

Other 123.9 46.1 111.7 35.8

Total 828.3 610.6 799.3 584.3
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Amortization
expense included within continuing operations in the Statements of Consolidated Income Loss for fiscal years 2010

2009 and 2008 was $26.9 million $25.9 million and $22.5 million Amortization expense for all intangibles is expected to

approximate the following for each of the next five fiscal
years and thereafter $29.7 million in 2011 $28.7 million in 2012 $23.8

million in 2013 $15.8 million in 2014 $10.1 million in 2015 and $9.3 million thereafter

Software consists mainly of capitalized costs associated with internal use software including applicable costs associated with the

implementation/upgrade of our Enterprise Resource Planning system In addition software includes capitalized development costs for

software products to be sold The net book value of computer software costs included within Intangible assets was $58.8 million and

$66.0 million at September 30 2010 and 2009 Capitalized software costs are amortized on straight-line basis over periods ranging

from three to ten years Amortization expense included within continuing operations in the Statements of Consolidated Income Loss
approximated $17.5 million $16.6 million and $14.8 million for fiscal years 2010 2009 and 2008

Guarantees

We routinely grant limited warranties on our products with respect to defects in material and workmanship The terms of these

warranties are generally one year however certain components and products have substantially longer warranty periods We
recognize reserve with respect to these obligations at the time of product sale with subsequent warranty claims recorded directly

against the reserve The amount of the warranty reserve is determined based on historical trend experience for the covered products

For more significant warranty-related matters which might require broad-based correction separate reserves are established when

such events are identified and the cost of correction can be reasonably estimated

reconciliation of changes in our warranty reserve for fiscal years 2010 2009 and 2008 is as follows

2010 2009 2008

Balance at October 17.1 16.9 19.8

Provision for warranties during the period 16.0 16.9 17.4

Warranty reserves acquired 3.6

Warranty claims incurred during the period 17.3 20.3 20.3

Balance at September30 15.8 17.1 16.9

In the normal course of business we enter into various other guarantees and indemnities in our relationships with suppliers service

providers customers business partners and others Examples of these arrangements would include guarantees of product performance
indemnifications to service providers and indemnifications of our actions to business partners These guarantees and indemnifications

would not materially impact our financial condition or results of operations although indemnifications associated with our actions

generally have no dollar limitations

In conjunction with our acquisition and divestiture activities we have entered into select guarantees and indemnifications of

performance with respect to the fulfillment of our commitments under applicable purchase and sale agreements The arrangements

generally indemnify the buyer or seller for damages associated with breach of contract inaccuracies in representations and warranties

surviving the closing date and satisfaction of liabilities and commitments retained under the applicable contract For those

representations and warranties that survive closing they generally survive for periods up to five years or the expiration of the

applicable statutes of limitations Potential losses under the indemnifications are generally limited to portion of the original

transaction price or to other lesser specific dollar amounts for select provisions With respect to sale transactions we also routinely

enter into non-competition agreements for varying periods of time Guarantees and indenmifications with respect to acquisition and

divestiture activities if triggered could have materially adverse impact on our financial condition and results of operations

Retirement Plans

We sponsor retirement and postretirement plans covering select employees Expense recognized in relation to these defined benefit

retirement plans and the postretirement health care plan is based upon actuarial valuations and inherent in those valuations are key

assumptions including discount rates and where applicable expected returns on assets projected future salary rates and projected

health care cost trends The discount rates used in the valuation of our defined benefit pension and postretirement plans are evaluated

annually based on current market conditions In setting these rates we utilize long-term bond indices and yield curves as preliminary

indication of interest rate movements and then make adjustments to the respective indices to reflect differences in the terms of the
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bonds covered under the indices in comparison to the projected outflow of our obligations Our overall expected long-term rate of

return on pension assets is based on historical and expected future returns which are inflation adjusted and weighted for the expected

return for each component of the investment portfolio Our rate of assumed compensation increase is also based on our specific

historical trends of wage adjustments

We account for our defined benefit pension and other postretirement plans by recognizing the funded status of benefit plan in the

statement of financial position We also recognize in Accumulated Other Comprehensive Income Loss certain gains and losses that

arose during the period See Note for key assumptions and further discussion related to our pension and postretirement plans

Environmental Liabilities

Expenditures that relate to an existing condition caused by past operations and which do not contribute to future revenue generation

are expensed reserve is established when it is probable that liability has been incurred and the amount of the loss can be

reasonably estimated These reserves are determined without consideration of possible loss recoveries from third parties

Specific costs included in environmental expense and reserves include site assessment development of remediation plan clean-up

costs post-remediation expenditures monitoring fines penalties and legal fees Reserve amounts represent the expected undiscounted

future cash outflows associated with such plans and actions

Self Insurance

We are generally self-insured up to certain limits for product/general liability workers compensation auto liability and professional

liability insurance programs These policies have deductibles and self-insured retentions ranging from $150 thousand to $1.5 million

per occurrence depending upon the type of coverage
and policy period We are also generally self-insured up to certain stop-limits

for certain employee health benefits including medical drug and dental Our policy is to estimate reserves based upon number of

factors including known claims estimated incurred but not reported claims and outside actuarial analysis which are based on

historical information along with certain assumptions about future events Such estimated reserves are classified as Other Current

Liabilities and Other Long-Term Liabilities within the Consolidated Balance Sheets

Revenue Recognition Sales and Rentals

Net revenues reflect gross revenues less sales discounts and allowances and customer returns for product sales and provision for

uncollectible receivables for rentals Revenue is evaluated under the following criteria and recognized when each is met

Evidence of an arrangement An agreement with the customer reflecting the terms and conditions to deliver products or

services serves as evidence of an arrangement

Delivery For products delivery is considered to occur upon receipt by the customer and the transfer of title and risk of loss

For rental services delivery is considered to occur when the services are rendered

Fixed or determinable price The sales price is considered fixed or determinable if it is not subject to refund or adjustment

Collection is deemed probable At or prior to the time of transaction credit reviews of each customer are performed to

determine the creditworthiness of the customer Collection is deemed probable if the customer is expected to be able to pay

amounts under the arrangement as those amounts become due If collection is not probable revenue is recognized when

collection becomes probable generally upon cash collection

As general interpretation of the above guidelines revenues for health care products in the patient care environment are generally

recognized upon delivery of the products to the customer and their assumption of risk of loss and other risks and rewards of

ownership Local business customs and non-standard sales terms can sometimes result in deviations to this normal practice in certain

instances however in no case is revenue recognized prior to the transfer of risk of loss and rewards of ownership

For non-invasive therapy products and medical equipment management services the majority of product offerings are rental products

for which revenues are recognized consistent with the rendering of the service and use of products For The Vest product revenue is

generally recognized at the time of receipt of authorization for billing from the applicable paying entity as this serves as evidence of

the arrangement and sets fixed or determinable price
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For health care products and services aimed at improving operational efficiency and asset utilization various revenue recognition

techniques are used depending on the offering Arrangements to provide services routinely under separately sold service and

maintenance contracts result in the deferral of revenues until specified services are performed Service contract revenue is generally

recognized ratably over the contract period if applicable or as services are rendered Product-related goods are generally recognized

upon delivery to the customer similar to products in the patient care environment

Revenues are presented in the Statements of Consolidated Income Loss net of certain discounts and sales adjustments For product

sales we record reserves resulting in reduction of revenue for contractual discounts as well as price concessions and product

returns Likewise rental revenue reserves reflecting contractual and other routine billing adjustments are recorded as reduction of

revenues Reserves for revenue are estimated based upon historical rates for revenue adjustments

Taxes Collected from Customers and Remitted to Governmental Units

Taxes assessed by governmental authority that are directly imposed on revenue producing transaction between us and our

customers including but not limited to sales taxes use taxes and value added taxes are accounted for on net excluded from

revenues and costs basis

Cost of Revenues

Cost of goods sold for capital sales consists primarily of purchased material costs fixed manufacturing expense variable direct labor

overhead costs and costs associated with the distribution and delivery of products to our customers Rental expenses consist of costs

associated directly with rental revenue including depreciation maintenance logistics and service center facility and personnel costs

Research and Development Costs

Research and development costs are expensed as incurred Costs included within continuing operations in the Statements of

Consolidated Income Loss were $58.3 million $55.7 million and $57.3 million for fiscal years 2010 2009 and 2008

In addition certain software development technology costs are capitalized as intangibles and are amortized over period of three to

five years once the software is ready for its intended use The amount spent during fiscal years 2010 2009 and 2008 was

approximately $4.8 million $5.8 million and $9.5 million

Advertising Costs

Advertising costs are expensed as incurred Costs included within continuing operations in the Statements of Consolidated Income

Loss were $4.3 million $4.0 million and $7.0 million for fiscal years 2010 2009 and 2008

Comprehensive Income

We include the net-of-tax effect of unrealized gains or losses on our available-for-sale securities foreign currency translation

adjustments and pension or other defined benefit postretirement plans actuarial gains or losses and prior service costs or credits in

comprehensive income

The composition of Accumulated Other Comprehensive Income Loss at September 30 is as follows

September 30 September 30 September 30

2010 2009 2008

Available-for-sale securities and currency hedges 0.7 0.9 0.6

Foreign currency translation adjustment 11.9 12.6 2.4

Items not yet recognized as component ofnet periodic pension and

postretirement healthcare costs 49.2 46.4 6.0

Total 61.8 59.9 4.2
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Foreign Currency Translation

The functional currency of foreign operations is generally the local currency in the country of domicile Assets and liabilities of

foreign operations are primarily translated into U.s dollars at year-end rates of exchange and the income statements are translated at

the average rates of exchange prevailing during the year Adjustments resulting from translation of the financial statements of foreign

operations into U.S dollars are excluded from the determination of net income but included as component of Accumulated Other

Comprehensive Income Loss Foreign currency gains and losses resulting from foreign currency transactions are included in our

results of operations and are not material

Stock-Based Compensation

We account for stock-based compensation under fair value provisions Stock-based compensation cost is measured at the grant date

based on the value of the award and is recognized as expense over the vesting period In order to determine the fair value of stock

options on the date of grant we utilize Binomial model Inherent in this model are assumptions related to volatility factor expected

life risk-free interest rate dividend yield and expected forfeitures The risk-free interest rate is based on factual data derived from

public sources The volatility factor expected life dividend yield and expected forfeiture assumptions require judgment utilizing

historical information peer data and future expectations Deferred stock also known as restricted stock units RSUs are measured

based on the fair market price of our common stock on the date of grant as reported by the New York Stock Exchange multiplied by

the number of units granted See Note 13 for further details

Income Taxes

The Company and its eligible domestic subsidiaries file consolidated U.S income tax return Foreign operations file income tax

returns in number of jurisdictions Deferred income taxes are computed using an asset and liability approach to reflect the net tax

effects of temporary differences between the financial reporting carrying amounts of assets and liabilities and the corresponding

income tax amounts We have variety of deferred tax assets in numerous tax jurisdictions These deferred tax assets are subject to

periodic assessment as to recoverability and if it is determined that it is more likely than not that the benefits will not be realized

valuation allowances are recognized In evaluating whether it is more likely than not that we would recover these deferred tax assets

future taxable income the reversal of existing temporary differences and tax planning strategies are considered

We account for uncertain income tax positions using threshold and measurement attribute for the financial statement recognition and

measurement of tax position taken or expected to be taken in tax return The difference between the tax benefit recognized in the

financial statements for an uncertain income tax position and the tax benefit claimed in the tax return is referred to as an unrecognized

tax benefit See Note 11 for further details

Derivative Instruments and Hedging Activity

We use derivative financial instruments to manage the economic impact of fluctuations in currency exchange rates Derivative

financial instruments related to currency exchange rates include forward purchase and sale agreements which generally have terms no

greater than 15 months Additionally interest rate swaps have sometimes been used to convert portion of our long-term debt from

fixed to variable interest rates

Derivative financial instruments are recognized on the Consolidated Balance Sheets as either assets or liabilities and are measured at

fair value Changes in the fair value of derivatives are recorded each period in the Statement of Consolidated Income Loss or

Accumulated Other Comprehensive Income Loss depending on whether derivative is designated and considered effective as part

of hedge transaction and if it is the type of hedge transaction Gains and losses on derivative instruments reported in Accumulated

Other Comprehensive Income Loss are subsequently included in the Statement of Consolidated Income Loss in the periods in

which earnings are affected by the hedged item These activities have not had material effect on our financial position or results of

operations for the periods presented herein

Recently Issued Accounting Guidance

On October 2009 we adopted the Financial Accounting Standard Boards FASB authoritative guidance related to business

combinations noncontrolling interests in consolidated financial statements and assets acquired and liabilities assumed in business

combination that arise from contingencies Our adoption of this guidance was prospective and applies to business combinations that
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occurred on or after October 2009 See Note for application of this guidance to the joint venture entered into during our first fiscal

quarter of 2010

On October 2009 we adopted the FASB authoritative guidance related to the determination of the useful life of intangible assets

Our adoption of this guidance was prospective and did not have material impact on our consolidated financial statements or the joint

venture discussed in Note

On October 2009 we early adopted the FASBs authoritative guidance for arrangements with multiple deliverables and

arrangements that include software elements Our adoption of this guidance was prospective and did not have material impact on our

consolidated financial statements

In December 2008 the FASB issued new authoritative guidance related to employers disclosures about postretirement benefit plan

assets This guidance requires detailed annual disclosures regarding the investment strategies fair value measurements and

concentration of risk of plan assets of our defined benefit pension plans Our adoption of this guidance is prospective and became

effective beginning September 30 2010 See Note for further details

In June 2009 the FASB revised the authoritative guidance to require entities to provide more information about sales of securitized

financial assets and similar transactions particularly if the seller retains some risk with respect to the assets This revised guidance will

become effective beginning October 2010 We have evaluated the potential impact this guidance may have on our consolidated

financial statements and have concluded that it is not material to our existing activity When appropriate we will consider and apply

this guidance in connection with future business transactions

In June 2009 the FASB revised the authoritative guidance to improve financial reporting by companies involved with variable interest

entities and to provide more relevant and reliable information to users of financial statements This revised guidance will become

effective beginning October 2010 We have evaluated the potential impact this guidance may have on our consolidated financial

statements and have concluded that it is currently not applicable to us When appropriate we will consider and apply this guidance in

connection with future business transactions

NOTE ACQUISITIONS

Encompass Joint Venture

On November 2009 we entered into joint venture with Encompass Group LLC Encompass Group leader in health care

textiles and therapeutic and prevention surfaces to form Encompass TSS LLC Encompass JV This joint venture includes

contributed former assets of Encompass Therapeutic Support Systems ETSS division of Encompass Group and is 60 percent

owned by us and 40 percent owned by Encompass Group Encompass Group through its ETSS business unit traditionally focused on

providing surface replacement systems For our 60 percent ownership interest in the Encompass JV we paid $7.5 million to

Encompass Group contributed cash and entered into license and distribution agreements with Encompass JV

The following summarizes the fair value of the assets acquired and liabilities assumed at the date of formation

Amount

Goodwill 8.0

Trade Name 1.5

Customer relationships 7.7

Technology 2.4

Net liabilities assumed 0.7

Noncontrolling interest 7.5

Additional paid-in-capital 3.9

Total purchase price 7.5
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The Encompass JV agreements contain both put option for Encompass Group and call option for us requiring or allowing us to

purchase the remaining 40 percent interest which are based on predetermined earnings multiples Changes to the value of the put are

accreted to noncontrolling interest in our Consolidated Balance Sheet with the offset being recorded as component of retained

earnings

The goodwill of $8.0 million arising from the Encompass JV consists largely of the synergies created from combining ETSSs focus

on customer replacement surfaces with our platform brands The goodwill is deductible for tax purposes and will be allocated entirely

to our North America Acute Care segment

The useful lives assigned to intangibles identified as part of the Encompass JV are as follows

Useful Life

Trade name

Customer relationships

Technology

If the Encompass JV had been consummated at the beginning of our 2009 fiscal year the impact to revenues and net income on an

unaudited pro forma basis would not have been significant to our financial results in any of the periods presented

Liko Acquisition

On October 2008 we acquired two affiliated companies Liko VArdlyft AB Liko Sweden and Liko North America Corporation

Liko North America and together with Liko Sweden Liko Liko headquartered in Lulea Sweden is leading supplier and

developer of patient lifts slings and other patient transfer technology The acquisition of Liko represents direct connection to our

mission of enhancing outcomes for patients and their caregivers and is in line with our strategy to add complementary technologies

that leverage our global business and presence across the continuum of care The purchase price for Liko was $190.4 million

including direct acquisition costs of $3.6 million and the payment of outstanding Liko debt of $9.8 million $187.2 million net of cash

acquired The results of Liko are included in the Consolidated Financial Statements since the date of acquisition

The following table summarizes the allocation of the purchase price of Liko based on estimated fair values as of the acquisition date

Amount

Goodwill 139.5

Trade name 15.8

Customer relationships 15.1

Developed technology 7.3

Non-compete agreements 1.7

Net assets acquired 18.9

Deferred tax liabilities 7.9

Total purchase price 190.4

The purchase price remains subject to adjustment based on finalization of working capital and net debt adjustment provisions

contained in the purchase agreements Any such adjustment is expected to be favorable and not material and would be recorded in our

Consolidated Statement of Income Loss as reduction of the goodwill impairment charge that we recorded during fiscal 2009

Goodwill is not deductible for tax purposes and has been allocated to reporting units included in all three of our reportable segments

based on projected cash flows The useful lives assigned to intangibles identified as part of the acquisition are as follows

54



Useful Life

Trade name Indefinite

Developed technology

Customer relationships

Non-compete agreements

Total revenues for 2008 on an unaudited pro forma basis as if the Liko acquisition had been consummated at the beginning of our

2008 fiscal year would have been higher by approximately $74 million The impact to net income on an unaudited pro
forma basis

would not have been significant to our financial results

NOTE DISCONTINUED OPERATIONS

As discussed in Note on March 31 2008 we completed the spin-off of our funeral services business through tax-free stock

dividend to our shareholders Pursuant to the Distribution Agreement Distribution Agreement between us and Hillenbrand Inc

the holding company for the funeral services business we contributed net assets in the amount of $270.1 million to Hillenbrand Inc

The following table presents summary information related to the net assets contributed to Hillenbrand Inc at the close of business on

March 31 2008

Assets

Current Assets

Cash

Investment securities

Trade accounts receivable net of allowances

Inventories

Deferred income taxes

Other current assets
_________________

Total current assets

Property plant and equipment net 93.7

Intangible assets net 21.3

Investments 27.9

Notes receivable 124.6

Deferred income taxes 19.5

Other assets 22.7

Total assets contributed 699.2

Liabilities

Current liabilities

Trade accounts payable

Accrued compensation

Short-termborrowings

Accrued customer rebates

Other current liabilities
_________________

Total current liabilities

Accrued pension and postretirement benefits

Other liabilities
__________________

Total liabilities contributed
_________________

Total net assets contributed

125.9

55.3

101.8

49.7

19.6

37.2

389.5

19.8

23.1

250.0

18.8

40.5

352.2

38.4

38.5

429.1

270.1
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Included in the net assets contributed and discussed above were payables of $15.4 million related to the final cash distribution to

Hillenbrand Inc which was paid in full in April 2008 Additionally at March 31 2008 Hillenbrand Inc owed the Company $20.0

million related primarily to income taxes payable on income generated by the funeral services business through the date of separation

As of the end of fiscal 2008 this amount had been fully settled

As result of the spin-off transaction the funeral services business and certain other costs have been classified within discontinued

operations in the Companys 2008 Consolidated Statement of Income The following table and accompanying notes present certain

summary income statement information related to the discontinued funeral services business and the spin-off transaction for the fiscal

year ended September 30 2008

Fiscal Year Ended

September 30

Funeral services sales

Total expenses

Income from discontinued operations before income taxes

Income taxexpense

Income from discontinued operations

2008

354.3

275.5

78.8

30.1

487

Distribution Agreement

Total expenses include all costs of discontinued operations including costs of goods sold operating expenses research and

development expenses and selling general and administrative expenses and other income and expense items

We incurred certain non-recurring costs directly related to the spin-off transaction of $26.1 million for fiscal year 2008 Of these

amounts which were primarily for investment banking fees legal accounting other professional and consulting fees $24.5

million have been allocated to discontinued operations in the 2008 Consolidated Statement of Income All remaining amounts

are recorded within income from continuing operations

Total one-time stock-based compensation charges of $10.3 million were recognized in the second quarter of fiscal 2008 due to

the modification of stock options and accelerated vesting of certain restricted stock awards in connection with the spin-off The

portion of the stock-based compensation charge related to outstanding awards held by employees of the funeral services business

which was $4.5 million were allocated to discontinued operations while the remaining $5.8 million was recorded within income

from continuing operations See Note 13 for more details of stock-based compensation activity related to the spin-off transaction

On July 2004 we closed on the sale of Forethought Financial Services Inc previously wholly-owned insurance business to

Forethought Financial Group Inc FFGfor combination of consideration including cash seller financing and warrants

During our second fiscal quarter of 2008 we renegotiated the terms of the seller financing provided to FFG resulting in the

recognition of cumulative charge in our second quarter of fiscal 2008 of $6.4 million The remaining outstanding portion of the

seller note and warrants were contributed to subsidiary of Hillenbrand Inc in conjunction with our spin-off of the funeral

services business and accordingly the $6.4 million charge was classified as component of income from discontinued

operations in the 2008 Consolidated Statement of Income

Includes the income tax effects of the adjustments described above

The Company entered into the Distribution Agreement Judgment Sharing Agreement and Tax Sharing Agreement as well as

number of other agreements with Hillenbrand Inc for the purpose of accomplishing the separation of the funeral services business

from the Company and the distribution of Hillenbrand Inc common stock to the Companys shareholders These agreements govern

the relationship between the Company and Hillenbrand Inc subsequent to the distribution and provide for the allocation of the assets

investments and property of the Company as well as of investments property tax and other liabilities and obligations attributable to

periods prior to the distribution They also limit our ability to incur indebtedness pay dividends in excess of pre-determined

amount and make acquisitions

The Distribution Agreement sets forth the agreements between the Company and Hillenbrand Inc with respect to the principal

corporate transactions that were required to effect the separation of Hillenbrand Inc from the Company the allocation of certain

corporate assets and liabilities of the Company and Hillenbrand Inc and the framework of the other agreements governing the

relationship between the two companies including indemnifications between the parties
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Additionally in order to preserve the credit capacity of each of the Company and Hillenbrand Inc to perform its obligations under the

Judgment Sharing Agreement described below the Distribution Agreement imposes certain restrictive covenants on the Company and

Hillenbrand Inc Specifically the Distribution Agreement provides that the Company and its subsidiaries will not

incur indebtedness to finance the payment of any extraordinary cash dividend on its outstanding capital stock or the

repurchase of any outstanding shares of its capital stock

declare and pay regular quarterly cash dividends on the shares of the Companys common stock in excess of

$0.1025 per share

make any acquisition outside its core area of business

incur indebtedness in excess of $100 million to finance any acquisition in its core area of business without the

receipt of an opinion from qualified investment banker that the transaction is fair to the Companys shareholders

from financial point of view or

incur indebtedness to make an acquisition in its core area of business that either causes the Companys ratio

calculated as provided in the Distribution Agreement of Pro Forma Consolidated Total Debt to Consolidated

EBITDA each as defined in the Distribution Agreement to exceed .8x or causes the Companys credit rating

by either Standard Poors Ratings Services or Moodys Investor Services to fall more than one category below its

initial rating after giving effect to the spin-off

These restrictive covenants will terminate in the event that either the Companys or Hillenbrand Inc.s funding obligations under the

Judgment Sharing Agreement terminate in accordance with the terms of that agreement The Distribution Agreement imposes similar

restrictions on Hillenbrand Inc and its subsidiaries

Judgment Sharing Agreement

The Company and Hillenbrand Inc.s Batesville Casket Company subsidiary have been named in an antitrust lawsuit described in

Note 16 The Company believes that it has committed no wrongdoing as alleged by the plaintiffs and that it has meritorious defenses

to plaintiffs underlying allegations and damage theories

The Judgment Sharing Agreement is intended to allocate any potential liability that may arise from certain anti-trust litigation and any

other case that is consolidated with the litigation We apply the same methodology in recording liabilities for loss contingencies

related to lawsuits in evaluating and accounting for the Judgment Sharing Agreement

The Judgment Sharing Agreement provides that Hillenbrand Inc is responsible for bearing all fees and costs incurred in the defense

of the antitrust litigation matters on behalf of itself and the Company The Distribution Agreement contains provisions governing the

joint defense of the antitrust litigation and other claims In the event that the Company or Hillenbrand Inc is dismissed as defendant

in the antitrust litigation mailers except where the dismissal results from settlement agreement that does not include both the

Company and Hillenbrand Inc or is found upon conclusion of trial not to be liable for payment of any damages to the plaintiffs any

funding obligations under the Judgment Sharing Agreement of the party so dismissed or found not liable will terminate once such

dismissal or finding of no liability is finally judicially determined See Note 16 for additional information on the litigation in question

Tax Sharing Agreement

The Company entered into Tax Sharing Agreement with Hillenbrand Inc that generally governs each partys respective rights

responsibilities and obligations after the spin-off with respect to taxes including ordinary course of business taxes and taxes if any

incurred as result of any failure of the distribution to qualify as tax-free distribution and the preparation and filing of tax retums

and the handling of tax audits Under the Tax Sharing Agreement Hillenbrand Inc is responsible with certain exceptions for the

payment of all income and non-income taxes attributable to its operations and the operations of its direct and indirect subsidiaries

whether or not such tax liability is reflected on consolidated or combined tax return filed by the Company The Company is

responsible for the payment of all income and non-income taxes that are not specifically the obligation of Hillenbrand Inc

The Tax Sharing Agreement also imposes restrictions on the Companys and Hillenbrand Inc.s ability to engage in certain actions

following the separation and sets forth the respective obligations among the Company and Hillenbrand Inc with respect to the filing

of tax returns the administration of tax contests assistance and cooperation and other mailers
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Other

The Company entered into shared services and transition services agreements regarding certain services to be provided by each

company and its subsidiaries to the other and its subsidiaries following the separation as well as leases and subleases with

Hillenbrand Inc for shared locations Subleases for space in commercially leased locations have varying terms generally matching

the terms of the underlying leases which approximate fair market value Also the Company entered into agreements providing for

the joint ownership by it and Hillenbrand Inc of certain assets including certain aircraft and corporate conference facilities used by

both companies We also entered into limited mutual right of first offer or right of first refusal agreement with Hillenbrand Inc

with respect to various real estate and improvements thereon owned by us or Hillenbrand Inc in the Batesville Indiana area As

result of these agreements and resulting services provided by and for Hillenbrand Inc since the spin-off we had payable and

receivable with Hillenbrand Inc of $0.7 million and $5.0 million as of September 30 2008 payable and receivable of $0.3 million

and $2.3 million as of September 30 2009 and payable and receivable of $0.2 million and $0.4 million as of September 30 2010

Additional details on all these agreements may be found in the Companys Current Report on Form 8-K filed with the U.S Securities

and Exchange Commission the SEC on March 17 2008

NOTE SALE OF NON-STRATEGIC ASSETS

In June 2009 we completed the sale of patents and intellectual property related to our Negative Pressure Wound Therapy technology

for which there were no capitalized costs reflected on our consolidated balance sheet In May 2009 we finalized strategic

development agreement with Teletracking Teclmologies Inc TeleTracking that resulted in the purchase by TeleTracking of

certain assets and obligations related to the NaviCare Patient Flow product line These combined transactions resulted in gain of

$10.2 million net of related transaction costs

NOTE IMPAIRMENT OF GOODWILL AND OTHER INTANGIBLES

The Company tests goodwill and other intangible assets for impairment on an annual basis during its third fiscal quarter or more often

if events or circumstances indicate there may be impairment The assessment during the third quarter of 2010 and 2008 indicated that

there was no impairment with respect to goodwill or other recorded intangible assets During the second quarter of fiscal 2009 as

result of the decline in our market capitalization related to the overall macro-economic climate and its resulting unfavorable impact on

hospital capital spending and our operating results the Company determined it was required to perform an interim impairment test

with respect to goodwill and certain other intangibles outside of its normal third fiscal quarter test period

Based on the results of goodwill and other intangible asset impairment testing as of March 31 2009 the Company recorded an

estimated impairment charge of $470 million in the second fiscal quarter of 2009 During the third quarter of 2009 the Company
refined its impairment assessment for the second quarter and recorded an additional charge of $3.8 million further adjustment of

$1.0 million was required in the fourth quarter as result of purchase accounting adjustments in connection with the Liko acquisition

An additional adjustment is likely upon finalization of the working capital and net debt adjustments associated with the Liko

acquisition with any such adjustment expected to be favorable and not material

As discussed in Note 14 the Company operates in three reportable business segments Goodwill and other intangible impairment

testing are performed at the reporting unit level which is one level below reportable business segment The Company has

determined that it has six reporting units Goodwill is assigned to reporting units at the date the goodwill is initially recorded and has

been reallocated as necessary based on the restructuring of reporting units over time Once goodwill has been assigned to reporting

units it no longer retains its association with particular acquisition and all of the activities within reporting unit whether acquired

or organically grown are available to support the value of the goodwill

The goodwill impairment test involves two-step process The first step used to identify potential impairment is comparison of

each reporting units estimated fair value to its carrying value including goodwill If the fair value of reporting unit exceeds its

carrying value applicable goodwill is considered not to be impaired If the carrying value exceeds fair value there is an indication of

impairment and the second step is performed to measure the amount of the impairment The second step requires the Company to

calculate an implied fair value of goodwill The implied fair value of goodwill is determined in the same manner as the amount of

goodwill recognized in business combination which is the excess of the fair value of the reporting unit as determined in the first

step over the aggregate fair values of the individual assets liabilities and identifiable intangibles as if the reporting unit was being

acquired in business combination If the goodwill assigned to reporting unit exceeds the implied fair value of the goodwill an

impairment charge is recorded for the excess
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For our second quarter of 2009 analysis the Company estimated the fair value of each reporting unit in step one based on discounted

cash flows as well as market approach that compared each reporting units earnings and revenue multiples to those of comparable

public companies The reporting units discounted cash flows required significant management judgment with respect to forecasted

sales gross margin and selling general and administrative expenses capital expenditures and the selection and use of an appropriate

discount rate Utilizing the Companys weighted average cost of capital as the discount rate for the discounted cash flows and median

revenue and earnings multiples of comparable public companies under the market approach resulted in an implied fair value

substantially in excess of the Companys market capitalization In order to reconcile the discounted cash flows and market approach

fair values to the trading value of the Companys common stock the Company applied higher discount rates than its weighted average

cost of capital to its discounted cash flows and utilized earnings and revenue multiples below the median of comparable public

companies reflecting the equity risk premiums expected by market participant The reconciled fair values under both the discounted

cash flows and market approach were substantially the same and resulted in three of the Companys reporting units having carrying

value in excess of their fair value

The second step required the Company to allocate the fair value of each reporting unit that failed the first step test to the fair value of

each reporting units net assets The Company calculated the fair values of each reporting units net assets with assistance from

third party valuation firm in the determination of fair values for significant tangible and intangible assets All Company-specific data

and analytics including estimates and assumptions used in the valuations prepared by the third party valuation firm were either

prepared or validated by the Company Management takes full responsibility for this data and the ultimate results of the valuation

work including the final fair values assigned to each reporting unit Due to the fact that the Company was required to allocate

significant portion of fair value to unrecorded intangible assets such as the Hill-Rom trade name technology and know-how and

customer lists but were not permitted to record these assets on the Companys balance sheet the resulting fair value allocated to

implied goodwill was significantly lower than recorded goodwill resulting in the impairment charge

In fiscal 2009 the Company incurred the impairment charge for goodwill and other intangibles in each of its three reportable segments

in the following amounts North America Acute Care $289.5 million North America Post-Acute Care $68.6 million and International

and Surgical $114.7 million which represented full impairment of goodwill at that time in the applicable North America Acute Care

and International reporting units

The following is summary of the activity in goodwill by segment

North America North America International and

Acute Care Post-Acute Care Surgical Total

Balances at October 2008

Goodwifi 240.1 87.6 94.8 422.5

Accumulated impairment losses

Goodwill net at October 12008 240.1 87.6 94.8 422.5

Changes in Goodwill during the period

Goodwill related to acquisitions 49.4 26.6 63.5 139.5

Impairment losses 289.5 68.6 114.7 472.8

Currency translation effect 16.1 16.1

Balances at September 30 2009

Goodwill 289.5 114.2 142.2 545.9

Accumulated impairment losses 289.5 68.6 114.7 472.8

Goodwill net at September 30 2009 45.6 27.5 73.1

Changes in Goodwill during the period

Goodwill related to acquisitions 8.0 8.0

Balances at September 30 2010

Goodwill 297.5 114.2 142.2 553.9

Accumulated impairment losses 289.5 68.6 114.7 472.8

GoothillnetatSeptember3O2O1O 8.0 45.6 27.5 81.1
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NOTE FINANCING AGREEMENTS

Total debt consists of the following

September 30 September 30

2010 2009

Outstanding finance credit lines 8.1 12.2

Revolving credit facility 45.0 90.0

Unsecured 8.50% debentures due on December 12011 48.4 49.3

Unsecured 7.00% debentures due on February 15 2024 19.7 19.8

Unsecured 6.75% debentures due on December 15 2027 29.8 29.8

Other 0.6 0.8

Total debt 151.6 201.9

Less current portion of debt 53.1 102.2

Total long-termdebt 98.5 99.7

We have trade finance credit lines and uncommitted letter of credit facilities These lines are associated with the normal course of

business and are not currently nor have they historically been of material size to the overall business

In 2004 we issued $250.0 million of 4.5 percent senior notes due in 2009 In conjunction with and in preparation for the spin-off of

the funeral services business the Company made cash tender offer to purchase any and all of these notes As result of that tender

offer $224.3 million of long-term debt was retired effective March 31 2008 Upon completion of the tender offer the related interest

rate swaps were also terminated resulting in gain of $4.4 million portion of this gain was being amortized over the remaining life

of the notes charge of $2.9 million was recognized by the Company during our second fiscal quarter of 2008 for early

extinguishment of such debt During our third fiscal quarter of 2009 we repaid the remaining $25.7 million of outstanding senior

notes related to the 2004 issuance at the scheduled maturity date

The retirement of debt discussed above was financed by $250.0 million of proceeds from borrowings under Hillenbrand Inc

revolving credit facility which was put in place just prior to the spin-off of the funeral services business on March 31 2008

Subsequent to its borrowing under its new credit facility Hillenbrand Inc made distribution of $250.0 million to the Company The

Company has no obligations under the Hillenbrand Inc credit facility

Other unsecured debentures outstanding at September 30 2010 have fixed rates of interest We have deferred gains included in the

amounts above from the termination of previous interest rate swap agreements and those deferred gains amounted to $2.1 million at

September 30 2010 and $3.1 million at September 30 2009 The deferred gains on the termination of the swaps are being amortized

and recognized as reduction of interest expense over the remaining term of the related debt through 2011 and 2024 and as result

the effective interest rates on that debt have been and will continue to be lower than the stated interest rates on the debt

The Company has $500.0 million five-year senior revolving credit facility The term of the five-year facility expires on March 28

2013 subject to extension upon satisfaction of certain conditions set forth in the credit facility Borrowings under the credit facility

bear interest at variable rates specified therein and the availability of borrowings is subject to our ability at the time of borrowing to

meet certain specified conditions including compliance with covenants contained in the credit agreement governing the facility The

credit agreement contains covenants that among other matters require the Company to maintain ratio of consolidated indebtedness

to consolidated EBITDA each as defined in the credit agreement of not more than 3.51.0 and ratio of consolidated EBITDA to

interest expense of not less than 3.51.0 The proceeds of the five-year facility shall be used as needed for working capital capital

expenditures and other lawful corporate purposes and iito finance acquisitions

As of September 30 2010 we had outstanding borrowings of $45.0 million and undrawn letters of credit of $5.8 million under the

five-year facility leaving $449.2 million of borrowing capacity available under the facility During the first quarter of fiscal 2010 we

made payment of $45.0 million on our credit facility to reduce portion of the short-term debt originally borrowed in conjunction

with the Liko acquisition
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The fair value of our debt is estimated based on the quoted market prices for the same or similar issues or on the current rates offered

to us for debt of the same remaining maturities The book values of our short-term debt instruments approximate fair value The

estimated fair values of our long-term debt instruments were $95.7 million at September 30 2010 which was unchanged from

September 30 2009

NOTE FAIR VALUE MEASUREMENTS

Fair value measurements are classified and disclosed in one of the following three categories

Level Financial instruments with unadjusted quoted prices in active markets that are accessible at the measurement

date for identical unrestricted assets and liabilities

Level Financial instruments with observable inputs other than those included in Level such as quoted prices for

similar assets or liabilities quoted prices in markets that are not active or other inputs that are observable or can be

corroborated by observable market data for substantially the full term of the assets or liabilities

Level Financial instruments with unobservable inputs that are supported by little or no market activity and that are

significant to the fair value of the assets or liabilities Unobservable inputs reflect the Companys own assumptions that

market participants would use in pricing the asset or liability including assumptions about risk Unobservable inputs

shall be developed based on the best information available in the circumstances which might include the Companys
own data

The following table summarizes the Companys financial assets and liabilities included in its Consolidated Balance Sheets measured

at fair value on recurring basis

Cash and cash equivalents

Available-for-s ale marketable securities

Other investments

Total assets at fair value

Cash and cash equivalents

Trading securities

Available-for-s ale marketable securities

Put rights

Other investments

Total assets at fair value

The following methods and assumptions were used to estimate the fair value of each class of financial instrument for which it is

practicable to estimate that value

At September 30 2010 we had $11.8 million of AAA rated student loan auction rate securities While we continue to earn interest on

the ARS at the contractual rate these investments are not currently being bought and sold in an active market and therefore do not

have readily determinable market values At September 30 2010 the Companys investment advisors provided valuation based on

unobservable inputs for the ARS The investment advisors utilized discounted cash flow approach an Income approach to arrive

at this valuation which was corroborated by separate and comparable discounted cash flow analysis prepared by us The assumptions

Balance at

Seember 30 2010

184.5

11.8

0.3

196.6

Quoted Prices in

Active Markets for

Identical Assets

Level

184.5

184.5

Significant

Unobservable

Inputs

Level

Significant Other

Observable

Inputs

Level

Significant Other

Observable

Inputs

Level

11.8

0.3

12.1

Quoted Prices in

Active Markets for

Identical Assets

Level

170.6

Balance at

ptember 30 2009

170.6

24.9

16.7

1.5

0.5

214.2

Significant

Unobservable

Inputs

Level

_12Q

24.9

16.7

1.5

0.5

43.6
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used in preparing the discounted cash flow model include estimates of interest rates timing and amount of cash flows credit spread

related yield and illiquidity premiums and expected holding periods of the ARS These assumptions are volatile and subject to

change as the underlying sources of these assumptions and market conditions change See below for reconciliation of the beginning

to ending balances of these assets and the related change in the fair value of these assets during fiscal 2010

Currently we intend and believe we have the ability to hold these assets until market conditions are more favorable If current market

conditions do not improve or worsen the result could be further realized or unrealized losses

The following table presents the activity related to our ARS and the Put see Note during the year
ended September 30 2010

ARS

Available- Gain

For-Sale Trading Put AOCL Loss

Balance at October 2009 16.7 24.9 1.5 1.2

Change in fair value 1.5 0.3 1.6

Sales orredemptions 4.9 26.4 1.2 0.1 1.8

BalanceatSeptember302010 11.8 1.1 0.2

The components of the change in our unrealized gains during fiscal years 2010 2009 and 2008 were as follows

2010 2009 2008

Unrealized gains losses on available-for sale securities

Unrealized holding gains losses arising during period net-of-tax 0.2 3.0 2.0

Reclassification adjustment for losses gains realized in net income net-of-tax 0.1 2.7 4.6

Net change in unrealized gains losses net-of-tax 0.1 0.3 2.6

For the fiscal years ended September 30 2010 2009 and 2008 we recognized income on our investments of $2.3 million $2.9 million

and $9.3 million which did not include any impairments

The carrying amounts of current assets and liabilities approximate fair value because of the short maturity of those instruments

NOTE RETIREMENT AND POSTRETIREMENT BENEFIT PLANS

The Companys retirement plans consist of defined benefit plans post-retirement healthcare plan and defined contribution savings

plans Plans cover certain employees both in and outside of the U.S

Retirement Plans

The company sponsors four defined benefit plans Those plans include master defined benefit retirement plan nonqualified

supplemental executive defined benefit retirement plan and two defined benefit retirement plans covering employees in Germany and

France During 2010 the Company merged the defined benefit plan related to our fiscal 2004 acquisition of Mediq Inc Mediq into

the master defined benefit plan For comparable periods the Mediq plan has been combined with the Master plan Benefits for such

plans are based primarily on years of service and the employees level of compensation during specific periods of employment We

contribute funds to trusts as necessary to provide for current service and for any unfunded projected future benefit obligation over

reasonable period of time All of our plans have September 30th measurement date

As discussed in Note 10 the Company announced restructuring plan during its second quarter of fiscal 2009 The restructuring

resulted in curtailment and remeasurement of both the master defined benefit retirement plan and the postretirement health care plan

The impact of the remeasurement in each plan is included within the following tables as curtailment and special termination benefits
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Effect on Operations

The components of net pension expense for our defined benefit retirement plans for fiscal years 2010 2009 and 2008 were as follows

2010 2009 2008

Service cost 5.1 4.0 4.7

Interest cost 13.2 13.3 12.3

Expected return on plan assets 13.1 12.9 13.2

Amortization ofunrecognized prior service cost net 0.6 0.6 0.6

Amortization of net gain loss 2.6 0.1
Net periodic benefit cost 8.4 4.9 4.4

Curtailment and special termination benefits 2.8 0.3

Net pension expense 8.4 7.7 4.7

Obligations and Funded Status

The change in benefit obligations plan assets and funded status along with amounts recognized in the Consolidated Balance Sheets

for our defined benefit retirement plans at September 30 were as follows

September 30 September 30

2010 2009

Change in benefit obligation

Benefit obligation at beginning of year 246.2 180.5

Service cost 5.1 4.0

Interest cost 13.2 13.3

Curtailment
1.1

Special termination benefits 1.3

Actuarial loss 11.0 52.8

Benefits paid 8.1 7.2

Exchange rate gain loss 0.9 0.4

Benefit obligation at end of year 266.5 246.2

Change in plan assets

Fair value of plan assets at beginning ofyear 152.8 145.1

Actualreturn on plan assets 19.7 1.5

Employer contributions 51.3 13.4

Benefits paid 8.1 7.2
Fairvalue ofplan assets at end of year 215.7 152.8

Funded status and net amounts recognized 50.8 93.4

Amounts recorded in the Consolidated Balance Sheets

Accrued pension benefits current portion 1.0 1.1
Accrued pension benefits long-term 49.8 92.3

Net amount recognized 50.8 93.4

In addition to the amounts above net actuarial losses of $81.4 million and prior service costs of $3.5 million less an applicable

aggregate tax effect of $31.5 million are included as components of Accumulated Other Comprehensive Income Loss at
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September 30 2010 At September 30 2009 net actuarial losses of $79.9 million and prior service costs of $4.0 million less an

applicable aggregate tax effect of $32.4 million were included as components of Accumulated Other Comprehensive Income Loss

The estimated net actuarial loss and prior service cost for our defined benefit retirement plans that will be amortized from

Accumulated Other Comprehensive Income Loss into net periodic benefit cost over the next fiscal year are $3.8 million and

$0.6 million

Accumulated Benefit Obligation

The accumulated benefit obligation for all defined benefit pension plans was $243.6 million and $222.0 million at September 30 2010

and 2009 Selected information for our plans including plans with accumulated benefit obligations exceeding plan assets at September

30 2010 and 2009 was as follows

September 30 2010 September 30 2009

PBO ABO Plan Assets PBO ABO Plan Assets

Supplementalexecutiveplan
4.2 3.2 3.7 2.7

Masterplan
248.3 227.2 215.3 229.1 206.5 152.4

Germanpian 11.5 11.5 11.5 11.5

French plan 2.5 1.7 0.4 1.9 1.3 0.4

266.5 243.6 215.7 246.2 222.0 152.8

Actuarial Assumptions

The weighted average assumptions used in accounting for our domestic pension plans were as follows

2010 2009 2008

Weighted average assumptions to determined benefit

obligations at the measurement date

Discount rate for obligation
5.1% 5.5% 7.5%

Rate of compensation increase 3.5% 4.0% 4.0%

2010 2009 2008

Weighted average assumptions to determined benefit

cost for the year

Discount rate for expense
5.5% 7.5% 6.5%

Expected rate of return on plan assets 7.5% 7.5% 8.0%

Rate of compensation increase 4.0% 4.0% 4.0%

The discount rates used in the valuation of our defined benefit pension plans are evaluated annually based on current market

conditions In setting these rates we utilize long-term bond indices and yield curves as preliminary indication of interest rate

movements and then make adjustments to the respective indices to reflect differences in the terms of the bonds covered under the

indices in comparison to the projected outflow of our pension obligations The overall expected long-term rate of return is based on

historical and expected future returns which are inflation adjusted and weighted for the expected return for each component of the

investment portfolio as well as taking into consideration economic and capital market conditions The rate of assumed compensation

increase is also based on our specific historical trends of past wage adjustments
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Plan Assets

The weighted average asset allocations of our master defined benefit retirement plan at September 30 2010 and 2009 by asset

category along with target allocations are as follows

2010 2009 2010 2009

Target Target Actual Actual

Allocation Allocation Allocation Allocation

Equity securities 50% 58% 50% 57%
Fixed income securities 50% 40% 50% 41%

Real estate 0% 2% 0% 2%

Total 100% 100%

The Company has Plan Conmittee that sets investment guidelines with the assistance of an external consultant These guidelines are

established based on market conditions risk tolerance funding requirements and expected benefit payments The Plan Committee also

oversees the investment allocation process selects the investment managers and monitors asset performance As pension liabilities are

long-term in nature the Company employs long-term total return approach to maximize the long-term rate of return on plan assets

for prudent level of risk Target allocations are guidelines not limitations and plan fiduciaries may occasionally approve allocations

above or below target range or elect to rebalance the portfolio within the targeted range

The investment portfolio contains diversified portfolio of primarily equities and fixed income securities Securities are also

diversified in terms of domestic and international securities short- and long-term securities growth and value styles large cap and

small
cap stocks The Plan Committee believes with prudent risk tolerance and asset diversification the account should be able to

meet its pension and other post-retirement obligations in the future

Trust assets are invested subject to the following policy restrictions short-term securities must be rated A2/P2 or higher all fixed-

income securities shall have credit quality rating BBB or higher investments in equities in any one company may not exceed

10 percent of the equity portfolio Hill-Rom common stock represented percent and percent of master trust assets at September 30
2010 and 2009 and is subject to statutory limit when it reaches 10 percent of total trust assets All Hill-Rom common stock

previously held in the master defined benefit retirement plan was sold in fiscal 2010

Fair Value Measurements of Plan Assets

The following table summarizes the valuation of the Companys pension plan assets by pricing categories at September 30 2010

Quoted Prices in Significant

Active Markets Other Significant

For Identical Observable Unobservable

Assets Inputs Inputs

Total Level Level Level

Cash 3.6 3.6

Equities

US companies 72.9 72.9

International companies 33.4 33.4

Fixed income securities 105.4 53.4 52.0

Other 0.4 0.4

Total plan assets at fair %alue 215.7 163.7 52.0

The Level fixed income securities are commingled funds valued using the net asset value NAy unit price provided by the fund

administrator The NAV is based on the value of the underlying assets owned by the fund all of which are publicly traded securities

For further descriptions of the asset Levels used in the above chart refer to Note
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Cash Flows

In August 2006 the Pension Protection Act was signed into law in the U.S The Pension Protection Act replaces the funding

requirements for defined benefit pension plans by subjecting defined benefit plans to 100 percent of the current liability funding target

Defined benefit plans with funding status of less than 80 percent of the current liability are defined as being at risk The

Companys U.S qualified defined benefit plan is funded in excess of 80 percent and therefore the Company expects that the plans

will not be subject to the at risk funding requirements of the Pension Protection Act and that the law will not have material impact

on future contributions

During 2010 and 2009 we contributed cash of $51.3 million and $13.4 million to our defined benefit retirement plans We do not

expect to contribute to our master defined benefit retirement plan in fiscal year 2011 due to the significant
contribution made during

2010 however minimal contributions will be required for our unfunded plans

Estimated Future Benefit Payments

The benefit payments which are expected to be funded through plan assets and company contributions and reflect expected future

service are expected to be paid as follows

Pension Benefits

2011 8.8

2012 9.4

2013
10.0

2014 10.6

2015 11.5

2016-2020
71.8

Defined Contribution Savings Plans

The Company has defined contribution savings plans that cover substantially all U.S employees and certain non-U.S employees The

general purpose
of these plans is to provide additional financial security during retirement by providing employees with an incentive

to make regular savings Company contributions to the plans are based on eligibility and employee contributions Expense under

these plans was $12.6 million $13.0 million and $13.2 million in fiscal years 2010 2009 and 2008

Postretirement Health Care Plan

In addition to defined benefit retirement plans Hill-Rom also offers domestic postretirement health care plan that provides health

care benefits to qualified retirees and their dependents The plan includes retiree cost sharing provisions and generally extends retiree

coverage for medical prescription and dental benefits beyond the COBRA continuation period to the date of Medicare eligibility We

use measurement date of September 30 for this plan In fiscal 2008 the plan was amended to change eligibility and future benefits

which resulted in negative plan amendment and curtailment The postretirement health care plan was remeasured at March 31

2009 in connection with the restructuring mentioned previously

The postretirement health care benefit included within continuing operations in the Statements of Consolidated Income Loss during

fiscal 2010 was $0.1 million The postretirement health care cost included within continuing operations in the Statements of

Consolidated Income Loss during fiscal 2009 and 2008 was $1.0 million and $2.1 million The change in the accumulated

postretirement benefit obligation during 2010 and 2009 was as follows
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2010 2009

Change in benefit obligation

Benefit obligation at beginning of year 9.7 6.9

Service cost 0.4 0.3

Interest cost 0.5 0.5

Curtailment 0.3
Special termination benefits 1.6

Actuarial loss o.i 0.8

Benefits paid 1.3 0.4
Retiree contributions 0.3 0.3

Benefit obligation at end ofyear 9.7 9.7

Amounts recorded in the Consolidated Balance Sheets

Accrued benefits obligation current portion 0.5 1.3

Accrued benefits obligation long-term 9.2 8.4

Net amount recognized 9.7 9.7

During fiscal 2010 and 2009 the Company contributed $1.0 million and $0.1 million to the plan

In addition to the amounts above net actuarial gains of $1.2 million and prior service credits of $5.7 million less an applicable

aggregate tax effect of $2.7 million are included as components of Accumulated Other Comprehensive Income Loss at September
30 2010 At September 30 2009 net actuarial gains of $1.8 million and prior service credits of $6.6 million less an applicable

aggregate tax effect of $3.3 million were included as components of Accumulated Other Comprehensive Income Loss

The discount rate used to determine the net periodic benefit cost for the postretirement health care plan during the fiscal
year ended

September 30 2010 2009 and 2008 was 5.5 percent 7.5 percent and 6.5 percent The discount rate used to determine the benefit

obligation as of September 30 2010 2009 and 2008 was 4.4 percent 5.5 percent and 7.5 percent As of September 30 2010 the health

care-cost trend rates were assumed to decrease as follows

2010 2009 2008

Year 7.75% 8.25% 8.25%

Year 7.25% 7.75% 7.75%

Year 6.75% 7.25% 7.25%

Year 6.25% 6.75% 6.75%

Year 5.75% 6.25% 6.25%

one-percentage-point increase/decrease in the assumed health care cost trend rates as of September 30 2010 would cause an

increase/decrease in service and interest costs of less than $0.1 million along with an increase/decrease in the benefit obligation of

$0.9 million and $0.8 million

We fund the postretirement health care plan as benefits are paid and current plan benefits are expected to require net company
contributions of approximately $0.5 million in fiscal 2011 and less than $1.0 million per year thereafler

NOTE SHAREHOLDERS EQUITY

In October 2006 our Board of Directors approved the repurchase of total of 25.7 million shares of our common stock through the

open market or private transactions There were no repurchases under this approval during fiscal
years 2008 and 2009 and through the

third quarter of fiscal 2010 However during August 2010 we repurchased 1.0 million shares of our common stock for $34.5 million

As of September 30 2010 cumulative total of 23.7 million shares had been repurchased by us at market trading prices leaving 2.0

million shares still available for repurchase The Boards approval has no expiration date and currently there are no plans to terminate

this program in the future
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NOTE 10 SPECIAL CHARGES

Over the past several years
the Company has placed focus on improving our cost structure and business processes through various

means including consolidation of certain manufacturing and select back office operations customer rationalizations and various other

organizational changes The charges associated with these actions are summarized below

2010 Actions

During the fourth quarter of fiscal 2010 we announced plans to eliminate approximately 100 employees which resulted in

special charge of $4.3 million primarily related to severance and other benefits provided to affected employees The majority

of the cash expenditures associated with the severance will be completed by the end of our 2011 fiscal year
We also

recorded charge of $3.9 million related to write-downs associated with the planned disposal of two aircraft from our

corporate aviation assets which are jointly owned with Hillenbrand Inc The loss was recognized net of managements

estimate of amounts to be recovered The assets held for sale of $1.5 million are recorded in other current assets in the

Consolidated Balance Sheet

During the second quarter of fiscal 2010 we announced organizational changes including the elimination of approximately

160 employees across the Company The result was special charge of $5.0 million primarily related to severance and other

benefits provided to affected employees The majority of the cash expenditures associated with the severance will be

completed by the end of our 2011 fiscal year

2009 Actions

During the second quarter of fiscal 2009 we announced plan which impacted approximately 450 salaried hourly and

temporary employees In total the plan resulted in charge of $11.9 million related to severance and early retirement

packages Additionally postretirement health care costs and the waiver of an early retirement pension penalty offered in

conjunction with voluntary early retirement incentive and the associated curtailment charges resulted in additional charges

of $4.2 million Asset impairment discontinued use of building under an operating lease and other charges of

approximately $4.4 million were also recorded in conjunction with these actions The charge related to severance and early

retirement packages will result in cash expenditures that have been substantially completed as of September 30 2010 Cash

expenditures for the lease will be paid over the remaining lease period

2008 Actions

During the fourth quarter of fiscal 2008 we eliminated approximately 160 professional salaried and non-exempt employee

positions including the elimination of management positions Positions affected were distributed similarly to our employee

locations About one-third of the positions affected involved associates based at our global headquarters in Batesville

Indiana The remaining affected positions were based in other North American locations and international sites throughout

our global organization Affected associates were offered severance and other enhanced benefits The result was one-time

charge of approximately $6.0 million in the fourth quarter of fiscal 2008 The implementation of this restructuring plan was

substantially completed as of September 30 2008 and all cash expenditures associated with the severance have been

completed

During the fourth quarter of fiscal 2008 management initiated plan which resulted in limited rationalization in the current

service center footprint and the disposal of select assets and asset groups As result of the plan the Company recorded

charge of $14.5 million during the fourth quarter of fiscal 2008 This charge mainly related to the impairment of equipment

with net book value of $16.0 million that was held for sale The remainder of the charge related to lease termination and

employee severance costs This action is complete

During the first quarter of fiscal 2008 voluntary termination packages were offered to certain members of Hill-Roms

Batesville manufacturing organization which resulted in special termination charge to cover benefits offered to those

employees who accepted the termination offers Additionally approximately 15 other Hill-Rom manufacturing support

positions were eliminated resulting in an aggregate special charge of $2.3 million in the first quarter of 2008 of which $0.3

million related to pension benefits This action is now complete
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Activity related to these actions during fiscal 2010 was as follows

Fiscal Year 2010

Q2 Action Restructuring

Q4 Action Restructuring

Total Fiscal Year 2010

Beginning

Balance

September 30

5.0 3.5

4.3 0.6

9.3 4.1

Ending

Balance

September 30
Reversals 2010

1.5

3.7

5.2

NOTE 11 INCOME TAXES

0.1

0.1

8.3

The significant components of income from continuing operations before income taxes and the consolidated income tax provision

from continuing operations for fiscal years 2010 2009 and 2008 were as follows

Federal

State

Foreign

Total current provision

Deferred provision

Federal

169.4 221.4

13.5 157.4

182.9 378.8

35.9

5.3

7.0
____________

37.6

15.2

4.4

2008

90.0

2.3

92.3

5.4

43.2

17.3

2.2

Differences between income tax expense from continuing operations reported for financial reporting purposes and that computed
based upon the application of the statutory U.S Federal tax rate to the reported income from continuing operations before income

taxes for fiscal years 2010 2009 and 2008 were as follows

2009 Expenses Cash Payments

Fiscal Year 2009

Q2Action-Restructuring 4.5 4.1 0.4

Fiscal Year 2008

Qi Action Line Relocation

Q4 Action Worldwide Streamlining 0.1

Q4 Action MEMS Restructuring

Total Fiscal Year 2008 0.1

Total 4.6 9.3 5.6

Income from continuing operations before income taxes

Domestic

Foreign

Total

Income tax expense from continuing operations

Current provision

2010 2009

23.3 38.9

0.3 1.1

State

Foreign

Total deferred provision

Income tax expense from continuing operations

1.4

24.4

3.2

5.3

0.3

1.8

26.2

0.3

19.3

56.9

2.9

18.0

25.2
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2010 2009 2008

%of %of %of

Pretax Pretax Pretax

Amount Income Amount Income Amount Income

Federalincometaxa
64.0 35.0 132.6 35.0 32.3 35.0

State income tax 4.8 2.6 3.6 0.9 2.6 2.8

Foreign income taxc 0.6 0.3 2.1 0.5 1.7 1.8

Impairment of goodwill other intangibles
163.3 43.1

Application of federal taxcredits 0.6 0.3 3.6 0.9 0.7 0.8

Adjustment of estimated income tax accruals 9.7 5.4 0.2 4.5 4.8

Valuation oftaxattributes 1.9 0.5 3.4 3.7

Other net 1.0 0.5 0.7 0.2 2.8 3.0

Income tax expense from continuing operations
56.9 31.1 26.2 6.9 25.2 27.3

At statutory rate

Net of Federal benefit

Federal tax rate differential

The tax effect of temporary differences that gave rise to the deferred tax balance sheet accounts were as follows

September 30 2010 September 30 2009

Deferred tax assets

Employee benefit accruals 45.4 54.8

Reserve forbad debts 10.4 10.1

Litigation and legal accruals
8.6

Net operating loss carryforwards state
2.1 4.2

Tax credit canyforwards
2.4 2.4

Foreign loss carryforwards and other taxattributes
21.7 30.8

Other net
34.3 39.6

116.3 150.5

Less valuation allowance 28.5 37.5

Total deferred tax as sets
87.8 113.0

Deferred tax liabilities

Depreciation
41.2 45.8

Amortization 31.1 31.6

Other net 6.4 6.4

Total deferred taxliabilities 78.7 83.8

Deferred tax asset net
9.1 29.2

At September 30 2010 we had $21.7 million of deferred tax assets related to operating loss carryforwards and other tax attributes in

foreign jurisdictions These tax attributes are subject to various carryforward periods ranging from year to an unlimited period We

also had $2.1 million of deferred tax assets related to state net operating loss carryforwards which expire between 2011 and 2027

We also had $1.2 million of deferred tax assets related to foreign tax credit carryforwards which expire between 2011 and 2019 and

$1.2 million of deferred tax assets related to state credits which expire between 2014 and 2026

The gross deferred tax assets as of September 30 2010 were reduced by valuation allowances of $28.5 million relating primarily to

foreign operating loss carryforwards and other tax attributes as it is more likely than not that some portion or all of these tax attributes

will not be realized It is possible that improvements in foreign earnings could result in reconsideration of the need for these

valuation allowances The valuation allowance was reduced by $9.0 million during fiscal 2010 due to releases of valuation allowances

on deferred tax assets realized or expected to be utilized as well as adjustments in value of related deferred tax assets

In evaluating whether it is more likely than not that we would recover our deferred tax assets future taxable income the reversal of

existing temporary differences and tax planning strategies were considered We believe that our estimates for the valuation allowances

recorded against deferred tax assets are appropriate based on current facts and circumstances
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The Company files consolidated federal income tax return as well as multiple state local and foreign jurisdiction tax returns In the

normal course of business the Company is subject to examination by the taxing authorities in each of the jurisdictions where we file

tax returns During fiscal 2010 the Company reached resolution with the Internal Revenue Service IRS on two tax matters

previously disclosed The first related to the character of certain payments received to terminate interest rate swap contracts The

resolution of this issue concluded the IRS audit for the fiscal years ended 2002 through 2006 The second related to the timing of

deductions for insured losses The resolution of this issue resolved all open tax matters for fiscal years ended 2007 and 2008 Also

during fiscal 2010 the IRS initiated and is still conducting its post-filing examination of the fiscal 2009 consolidated federal return

The Company also continued to participate in the IRS Compliance Assurance Program CAPfor fiscal year 2010 and has issued its

application to remain in the CAP for fiscal 2011 The CAP provides the opportunity for the IRS to review certain tax matters prior to

the Company filing its tax returns for the year thereby reducing the time it takes to complete the post-filing examination The

Company is also subject to state and local or foreign income tax examinations by taxing authorities for years back to fiscal 2003

The Company also has on-going audits in various stages of completion in several state and foreign jurisdictions one or more of which

may conclude within the next 12 months Such settlements could involve some or all of the following the payment of additional taxes

the adjustment of certain deferred taxes andlor the recognition of unrecognized tax benefits The resolution of these matters in

combination with the expiration of certain statutes of limitations in various jurisdictions make it reasonably possible that our

unrecognized tax benefits may decrease as result of either payment or recognition by approximately $5 to $13 million in the next

twelve months excluding interest

The total amount of gross unrecognized tax benefits as of September 30 2010 2009 and 2008 was $24.0 million $35.5 million and

$29.6 million which includes $8.0 million $17.3 million and $15.4 million that if recognized would impact the effective tax rate in

future periods The remaining amount relates to items which if recognized would not impact our effective tax rate

reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows

2010 2009 2008

Balance at October 35.5 29.6 44.6

Increases in taxposition ofprior years 3.9 2.6 6.3

Decreases in taxposition ofprior years 6.8 3.1 18.4

Increases in taxpositions related to the current year 1.4 8.0 1.5

Settlements with taxing authorities 6.0 1.0 2.0

Lapse ofapplicable statute of limitations 4.0 1.2 1.6

Change in positions due to acquisitions or dispositions 0.7 0.8

Foreign currency adjustments 0.1
__________

Total change 11.5 5.9 15.0

Balance at September30 24.0 35.5 29.6

We recognize accrued interest and penalties related to unrecognized tax benefits as component of income tax expense Accrued

interest and penalties which are not presented in the reconciliation table above was $2.1 million $6.8 million and $5.8 million at

September 30 2010 2009 and 2008 During fiscal 2010 and 2008 we recognized $3.0 million and $1.2 million of income tax benefit

for interest and penalties while in fiscal 2009 we recognized $0.8 million of income tax expense for interest and penalties

The amount of gross unrecognized tax benefits reflected in our financial statements includes amounts related to our former funeral

services business for taxing jurisdictions where we filed consolidated tax returns Pursuant to the Tax Sharing Agreement entered into

as part of the spin-off and described in Note Hillenbrand Inc is responsible for the portion of the unrecognized tax benefits

attributable to the funeral services business As of September 30 2010 such gross unrecognized tax benefits were $3.0 million

excluding interest

71



NOTE 12 EARNINGS PER COMMON SHARE

Basic earnings per share is calculated based upon the weighted average number of outstanding common shares for the period plus the

effect of deferred vested shares Diluted earnings per share is calculated consistent with the basic earnings per
share calculation plus

the effect of dilutive unissued common shares related to stock-based employee compensation programs For all years presented anti-

dilutive stock options were excluded from the calculation of dilutive earnings per share Excluded shares were 3.4 million 5.8 million

and 2.2 million for fiscal years 2010 2009 and 2008 Cumulative treasury stock acquired less cumulative shares reissued have been

excluded in determining the average
number of shares outstanding For the year ended September 30 2009 as result of our net loss

and to avoid dilution of the net loss our basic and diluted earnings per share were identical

Earnings per share is calculated as follows

2010 2009 2008

Net income loss attributable to common shareholders 125.3 405.0 115.8

Average shares outstanding Basic 62934 62581 62426

Add potential effect ofercise ofstock options

and other unvested equity awards 805 196

Average shares outstanding Diluted 63739 62581 62622

Income loss attributable to common shareholders per common share

fromcontinuing operations -Basic 1.99 6.47 1.07

Income attributable to common shareholders per common share

from discontinued operations Basic 0.78

Net Income Loss Attributable to Common Shareholders

perCommonShare-Basic 1.99 6.47 1.86

Income loss attributable to common shareholders per common share

from continuing operations Diluted 1.97 6.47 1.07

Income attributable to common shareholders per common share

from discontinued operations Diluted 0.78

Net Income Loss Attributable to Common Shareholders

perCommonShare-Diluted 1.97 6.47 1.85

NOTE 13 STOCK-BASED COMPENSATION

We have stock-based compensation plans under which employees and non-employee directors may be granted options to purchase

shares of Company common stock at the fair market value at the time of grant In addition to stock options the Company grants

performance-based stock options performance share units PSUs and deferred stock share awards otherwise known as restricted

stock units RSUs to certain management level employees and vested deferred stock to non-employee directors We also offer

eligible employees the opportunity to buy shares of our common stock at discount via an Employee Stock Purchase Plan ESPP
The ESPP was approved by our shareholders in February 2009 and did not have significant impact on our financial statements in

fiscal years
2010 and 2009

Our primary stock-based compensation program is the Stock Incentive Plan which has been approved by our shareholders In

February 2009 our shareholders approved an amendment to the Stock Incentive Plan to reserve an additional 5.5 million shares for

issuance increasing the total number of shares authorized to 15.3 million shares At September 30 2010 6.7 million shares were

available for future grants under our stock-based compensation plans We generally settle our stock-based awards with treasury shares

As of September 30 2010 we had 17.5 million treasury shares available for use to settle stock-based awards
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The following table sets forth summary of the annual stock-based compensation cost that was charged against income for all types of

awards for fiscal years 2010 2009 and 2008

2010 2009 2008

Total stock-based compensation cost pre-tax 12.0 12.1 23.2

Total income taxbeneflt 4.4 4.5 8.6

Total stock-based compensation cost net of tax 7.6 7.6 14.6

Allocated to discontinued operations 3.7

Included in continuing operations 7.6 7.6 10.9

Modification Due to the Spin-off

As mentioned previously on March 31 2008 we completed the spin-off of Hillenbrand Inc our former funeral services business

operating under the Batesville Casket name In March 2008 in contemplation of the spin-off the Board of Directors Compensation

and Management Development Committee Compensation Committee modified the terms of our Stock Incentive Plan to require

the equitable conversion and/or adjustment of outstanding stock-based awards in the event of the spin-off With that modification the

fair values of all outstanding stock option awards were remeasured As result the modification related to certain stock options

resulted in incremental compensation cost of $9.8 million Of this amount $7.1 million was recorded in our second fiscal quarter of

2008 for vested stock options $1.3 million in discontinued operations and $2.7 million reduced for forfeitures have been subject to

amortization over the remaining vesting periods of the affected stock options ending in 2010 all in continuing operations

Additionally the vesting of certain RSUs held by employees of the funeral services business was accelerated according to provisions

triggered by the spin-off As result of the accelerated vesting of these RSUs $3.2 million charge was recorded in our second fiscal

quarter of 2008 all of which was reflected within discontinued operations

Pursuant to the modification described above stock options and RSUs outstanding and held by current employees and current board

members of either of the separated companies on the date of the spin-off were generally converted to stock options and RSUs in the

post-spin company for whom they were employed or served As such stock options and RSUs held by Hill-Rom employees as well

as stock options and RSUs held by directors who serve on only the Hill-Rom Board remained as Hill-Rom stock options and RSUs

and were adjusted The outstanding stock options and related exercise prices and RSUs were converted and/or adjusted using ratio

based on our closing stock price $25.99 divided by the sum of our closing stock price and Hillenbrand Inc.s closing stock price

$22.10 on March 31 2008 as reported by the New York Stock Exchange Thus immediately after the spin-off the awards

maintained the same intrinsic value that existed immediately before the spin-off

Performance-based stock awards were generally converted or adjusted in similar manner to outstanding stock options and RSUs
Vested deferred stock which are stock awards which have been vested and elected by current or former employees or directors to be

distributed in the future as well as stock awards of retirees of either company common directors of both companies and former Hill

Rom directors were converted to stock awards in both companies using the conversion ratio outlined above

The following sets forth further details on our stock options performance-based stock options RSUs PSUs and vested deferred stock

Stock Options

Stock options granted by our Compensation Committee under the Stock Incentive Plan are non-qualified stock options These awards

are generally granted with exercise prices equal to the average of the high and low prices of our common stock on the date of grant

They vest in equal annual installments over three or four year period and the maximum contractual term is ten years We use

Binomial option-pricing model to estimate the fair value of stock options and compensation cost is recognized on straight-line basis

over the requisite service period

The following table sets forth the weighted average fair value per share of stock options and the related valuation assumptions used in

the determination of those fair values for fiscal years 2010 2009 and 2008 excluding performance-based stock options
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2010 2009 AfterMarch3l Before March31

Weightedaveragefairvaluepershare 7.86 5.63 8.52 12.43

Valuation assumptions

Risk-free interest rate 2.4% 0.8 2.7% 1.6 3.5% 2.9 3.9%

Expected dividend yield 1.7% 1.5% 1.6% 1.8 2.1%

Expected volatility 37.2% 30.4% 28.0% 21.0%

Weighted average expected life 5.6 years 6.2 years 7.2 years 8.2 years

The risk-free interest rate is based upon observed U.S Treasury interest rates appropriate for the term of our employee stock options

Expected dividend yield is based on the history and our expectation of dividend payouts Expected volatility for options granted after

the spin-off and during fiscal years 2010 and 2009 was based on the median volatility of our Peer Group For options granted prior to

the spin-off expected volatility was based on historical experience Expected life represents the weighted average period the stock

options are expected to remain outstanding and is derived output of the Binomial model The expected life of employee stock

options is impacted by the above assumptions as well as the post-vesting forfeiture rate and the exercise factor used in the Binomial

model These two variables are based on the history of exercises and forfeitures for previous stock options granted by Hillenbrand

Industries Inc predecessor to the Company

The following table summarizes transactions under our stock option plans excluding performance-based stock options for fiscal year

2010

Weighted Weighted

Average Weighted Average Aggregate

Number of Average Remaining Intrinsic

Shares Exercise Contractual Value

in thousands Price Term in miffions

Balance Outstanding at October 2009 3370 26.46

Granted 736 24.29

Exercised 821 26.50

Cancelled/Forfeited 365 25.48
_____________ _____________

Balance Outstanding at September 30 2010 2920 26.02 7.0 years 28.8

Exercisable at September 302010 1482 28.95 5.5 years
10.3

Options Expectedto Vest 1250 22.99 8.5 years 16.1

The aggregate intrinsic value represents the total pre-taxintrinsic value based on our closing stock price of $35.89

as reported by the New York Stock Exehange on September 30 2010 This amount which changes continuously based

on the fair value ofour common stock would have been received by the option holders had all option holders exercised

their options as ofthe balance sheet date

The total intrinsic value of options exercised during fiscal years 2010 2009 and 2008 was $3.9 million $15 thousand and $1.6

million Amounts related to periods prior to March 31 2008 include options exercised by employees of our former funeral services

business

As of September 30 2010 there was $6.3 million of unrecognized compensation expense related to stock options granted under the

Plan This unrecognized compensation expense does not reflect reduction for our estimate of potential forfeitures and is expected to

be recognized over weighted average period of 2.7 years
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Performance-Based Stock Options

Our Compensation Committee sometimes grants performance-based stock options to limited number of our executives These

awards are consistent with our compensation programs guiding principles and are designed to align managements interests with

those of shareholders Option prices and the term of such awards are similar to our stock options however vesting of the performance

grants is contingent upon the achievement of performance targets and corresponding service requirements Performance targets are set

at the date of grant with threshold target and maximum level The number of options that ultimately vests increases at each level of

performance attained Expense recognized to date related to performance-based stock options has not been significant

The fair values of the performance options are estimated on the date of the grant using the Binomial option-pricing model and related

valuation assumptions for stock options as previously discussed For certain performance awards with market condition such as total

shareholder return as described below Monte-Carlo simulation method is used to determine fair value The Monte-Carlo simulation

is generally accepted statistical technique used to generate defined number of stock price paths in order to develop reasonable

estimate of the range of future expected stock prices of the Company and the Peer Group and minimizes standard error

As of September 30 2010 the total number of performance-based stock options granted and outstanding ranged from approximately

0.3 million shares at the threshold performance level of achievement to approximately 0.9 million shares at maximum achievement

There was $2.3 million of unrecognized compensation expense as of September 30 2010 related to performance-based stock options

This unrecognized compensation expense does not reflect reduction for our estimate of potential forfeitures and will be recognized

by the end of fiscal 2011 if performance targets are met The amount of unrecognized compensation expense for performance-based

stock options that we ultimately realize is subject to change based on the probable achievement of the established performance targets

which are assessed each quarter

There were no performance-based stock options granted during fiscal year 2010 The following table sets forth the weighted average

fair value per
share for performance-based stock options and the related valuation assumptions used in the determination of those fair

values for fiscal years 2009 and 2008

2009 2008

Weighted average fair value per share 4.88 7.20

Valuation assumptions

Risk-free interest rate 0.8- 2.7% 1.6- 3.5%

Expected dividend yield
1.5% 1.6%

Expected volatility 30.4% 28.0%

Weighted average expected life 6.2 years 7.6 years

The basis for the assumptions listed above is similar to the valuation assumptions used for non-performance-based stock options as

discussed previously
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The following table summarizes our stock option activity related to performance-based stock options for fiscal year 2010 None of the

performance-based stock options were exercisable as of September 30 2010

Weighted Weighted

Average Weighted Average Aggregate

Number of Average Remaining Intrinsic

Shares Exercise Contractual Value

in thousands Price Term in millions

Balance Outstanding at October 2009 2343 22.10

Granted

Exercised

Cancelled/Forfeited 1446 23.79
____________ ____________

Balance Outstanding at September 30 2010 897 19.39 8.2 years 14.8

The aggregate intrinsic value represents the totaipre-taxintrinsic value based on our closing stockprice of $35.89

as reported by the New York Stock Exchange on September 30 2010 This amount which changes continuously based

on the fair value of our common stock would have been received by the option holders had the maximumperformance

targets been achieved and all option holders met the maximum performance targets and exercised their options as of the

balance sheet date

Restricted Stock Units

RSUs are granted to certain employees with fair values equal to the average of the high and low prices of our common stock on the

date of grant multiplied by the number of units granted RSU grants are contingent upon continued employment and vest over periods

ranging from one to five years Dividends payable in common stock equivalents accrue on the grants and are subject to the same

specified terms as the original grants including the risk of forfeiture

The following table summarizes transactions for our nonvested RSUs for fiscal year 2010

Weighted

Number of Average

Share Units Grant Date

Restricted Stock Units in thousands Fair Value

Nonvested RSUs at October 12009 799 25.15

Granted 415 25.15

Vested 283 27.24

Forfeited 138 24.07

NonvestedRSUsatSeptember302010 793 24.66

As of September 30 2010 there was $10.9 million of total unrecognized compensation expense related to nonvested RSUs granted

under the Stock Incentive Plan This unrecognized compensation expense does not reflect reduction for our estimate of potential

forfeitures and is expected to be recognized over weighted average period of 2.4 years The total vest date fair value of shares that

vested during fiscal years 2010 2009 and 2008 was $7.3 million $1.9 million and $8.7 million Amounts related to periods prior to

March 31 2008 include vesting of RSUs held by employees of our former funeral services business
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Performance Share Units

Our Compensation Committee grants PSUs to limited number of our senior executives These awards are subject to any stock

dividends stock splits and other similar rights inuring to common stock but unlike our RSUs are not entitled to cash dividend

reinvestment or common stock equivalents Vesting of the grants is contingent upon achievement of performance targets and

corresponding service requirements Expense recognized to date related to PSU grants has not been significant

As of September 30 2010 there was $0.9 million of unrecognized compensation expense related to PSUs granted under the Stock

Incentive plan based on the expected achievement of certain performance targets This unrecognized compensation expense does not

reflect reduction for our estimate of potential forfeitures and is expected to be recognized by the end of fiscal 2012 if the

performance targets are met The amount of unrecognized compensation expense for the PSUs that we ultimately realize is subject to

change based on the probable achievement of the established performance targets which are assessed each quarter

NOTE 14 SEGMENT REPORTING

We disclose segment information that is consistent with the way in which management operates and views the business Our operating
structure consists of the following three reporting segments

North America Acute Care- sells and rents our hospital patient support and near-patient technologies as well as our health

information technology solutions to acute care facilities in North America

North America Post-Acute Care- sells and rents variety of products outside of the hospital setting including long-term

acute care extended care and home care offering patient support systems and respiratory care products

International and Surgical- sells and rents similarproducts as our North America businesses to Europe and the rest of the

world as well as sales of surgical accessories to facilities worldwide

Our performance under each reportable segment is measured on divisional income basis before special items Inter-segment sales

between the segments while not significant are generally accounted for at current market value or cost plus markup Divisional

income generally represents the divisions standard gross profit less its direct operating costs excluding functional costs along with

an allocation of fixed manufacturing overhead research and development and distribution costs

Functional costs include common costs such as administration finance information technology legal human resource costs along

with unallocated manufacturing variances and research and development costs Eliminations represent the elimination of inter

segment sales Functional costs and eliminations while not considered segments are presented separately to aid in the reconciliation

of segment information to consolidated financial information
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Revenues

North America Acute Care

North America Post-Acute Care

International and Surgical

Total eliminations

Total revenues

Divisional income

North America Acute Care

North America Post-Acute Care

International and Surgical

Functional costs

Total divisional income

Impairment of goodwill and other intangibles

Litigation credit

Special charges

Operating profit

Gain on sale ofnon-strategic assets

Interest expense

Investment income and other net

Income from continuing operations

before income taxes

Geographic Information

2009

934.7

197.0

381.4

247.8

55.7

49.7

227.6

125.6

22.8

102.8

14.3

3.8

92.3

Geographic data for net revenues and long-lived assets which consist mainly of property and equipment leased to others for fiscal

years 2010 2009 and 2008 were as follows

Net revenues to unaffthated customers

United States

Foreign

Total revenues

Long-lived assets

United States

Foreign

Total long-lived assets

2010 2009
______________

1027.1 985.5 1107.9

442.5 401.4 399.8

1469.6 1386.9 1507.7

200.3 230.5 254.5

43.4 41.9 42.3

243.7 272.4 296.8

Net revenues are attributed to geographic areas based on the location ofthe customer

Includes property and equipment leased to others

5.4

1507.7

2010

840.3

205.7

432.2

8.6

1469.6

242.0

61.2

74.2

193.7

183.7

21.2

13.2

191.7

8.7

0.1

182.9

2009

791.6

200.8

398.8

4.3

1386.9

192.9

58.0

59.6

199.9

110.6

472.8

20.5

382.7

10.2

10.4

4.1

378.8

2008
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NOTE 15 QUARTERLY FINANCIAL INFORMATION UNAUDITED

The following table presents selected consolidated financial data by quarter for each of the last two fiscal years

2010 Ouarter Ended

December31 March31 June30 September30

2009 2010 2010 2010

Net revenues 355.3 357.1 360.6 396.6

Gross profit 170.8 171.8 178.0 196.0

Net income attributable to common shareholders 19.8 24.2 30.6 50.7

Basic net income attributable to common

shareholders per common share 0.32 0.38 0.48 0.80

Diluted net income attributable to common

shareholders per common share 0.31 0.38 0.48 0.79

2009 Ouarter Ended

December31 March 31 June 30 September30

2008 2009 2009 2009

Net revenues 351.6 337.3 334.7 363.3

Gross profit 152.5 153.4 150.7 171.3

Net income loss attributable to common shareholders 14.2 465.8 20.2 26.4

Basic net income loss attributable to common

shareholders per common share 0.23 7.44 0.32 0.42

Diluted net income loss attributable to common

shareholders per common share 0.23 7.44 0.32 0.42

NOTE 16 COMMITMENTS AND CONTINGENCIES

Lease Commitments

Rental expense charged to continuing operations for fiscal years 2010 2009 and 2008 was $19.5 million $19.4 million and $19.9

million The table below indicates the minimum annual rental commitments excluding renewable periods aggregating $59.0 million

for manufacturing facilities warehouse distribution centers service centers and sales offices under noncancelable operating leases

Amount

2011 19.5

2012 12.7

2013 9.2

2014 6.1

2015 3.3

2016 and beyond 8.2

We have long-term agreement with IBM to manage our global information structure environment that expires in September 2014

The expected aggregate cost from September 30 2010 through the duration of the contract is $40.7 million
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Self Insurance

We are involved in possible claims and are generally self-insured up to certain limits for product/general liability workers

compensation auto liability and professional liability insurance programs These policies have deductibles and self-insured retentions

ranging from $150 thousand to $1.5 million per occurrence depending upon the type of coverage
and policy period We are also

generally self-insured up to certain stop-loss limits for certain employee health benefits including medical drug and dental Our

policy is to estimate reserves based upon number of factors including known claims estimated incurred but not reported claims and

outside actuarial analysis which are based on historical information along with certain assumptions about future events

Legal Proceedings

Batesville Casket Antitrust Litigation

In 2005 the Funeral Consumers Alliance Inc and number of individual consumer casket purchasers filed purported class action

antitrust lawsuit on behalf of certain consumer purchasers of Batesville caskets against the Company and its former Batesville

Casket Company Inc subsidiary now wholly owned by Hillenbrand Inc and three national funeral home businesses

The district court has dismissed the claims and denied class certification but in October 2010 these decisions were appealed to the

United States Court of Appeals for the Fifth Circuit If the plaintiffs were to succeed in reversing the district courts dismissal of the

claims but not the denial of class certification then the plaintiffs would be able to pursue
individual damages claims the alleged

overcharges on the plaintiffs individual casket purchases which would be trebled as matter of law plus reasonable attorneys fees

and costs

If the plaintiffs were to succeed in reversing the district courts dismissal of the claims succeed in reversing the district court

order denying class certification and certify class and prevail at trial then the damages awarded to the plaintiffs which would be

trebled as matter of law could have significant material adverse effect on our results of operations financial condition and/or

liquidity The plaintiffs in the FCA Action filed report indicating that they are seeking damages ranging from approximately $947.0

million to approximately $1.46 billion before trebling on behalf of the purported class of consumers they seek to represent based on

claims of approximately one million casket purchases by the purported class members

We and Hillenbrand Inc have entered into Judgment Sharing Agreement that apportions the costs and any potential liabilities

associated with this litigation between us and Hillenbrand Inc See Note for more information regarding the Judgment Sharing

Agreement

We believe that we have committed no wrongdoing as alleged by the plaintiffs and that we have meritorious defenses to class

certification and to plaintiffs underlying allegations and damage theories In accordance with applicable authoritative guidance we

have not established loss reserve in connection with this litigation

Office of Inspector General Investigation

On February 2008 we were served with an Administrative Investigative Demand subpoena by the United States Attorneys Office

for the Eastern District of Tennessee pursuant to Health and Human Services Office of Inspector General investigation On

September 18 2008 we were informed that the investigation was precipitated by the filing in 2005 of qul tam whistleblower

complaint under the False Claims Act in the United States District Court for the Eastern District of Tennessee Once the complaint is

filed with the court under seal the Department of Justice investigates the allegations and has the right to intervene and in effect take

over the prosecution of the lawsuit if it believes the allegations warrant At this point the government has not yet reached final

intervention decision and is continuing its investigation

Although the complaint has been only partially unsealed at this point and we have not been formally served we know that the

plaintiffs seek recovery
of significant damages and civil penalties relating to the alleged submission of false and fraudulent claims to

Medicare and/or Medicaid for the provision of durable medical equipment In the event that this matter were to proceed to litigation if

it were found that we had failed to comply with applicable laws and regulations we could be subject to substantial fines or penalties

and possible exclusion from participation in federal health care programs At this time we are continuing to cooperate with the

governments investigation We cannot provide any assurances as to when the government will finish its investigation or when if

ever it will determine to formally intervene
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Freedom Medical Antitrust Litigation

On October 19 2009 Freedom Medical Inc filed complaint against the Company another manufacturer and two group purchasing

organizations in the United States District Court for the Eastern District of Texas The plaintiff alleges that the Company and the other

defendants conspired to exclude it from the biomedical equipment rental market and to maintain the Companys market share by
engaging in variety of conduct in violation of state and federal antitrust laws The plaintiff also has asserted claims for business

disparagement common law conspiracy and tortuous interference with business relationships The plaintiff seeks injunctive relief and

money damages in an unspecified amount We intend to defend this matter vigorously Because the litigation is in preliminary stage
we cannot assess the likelihood of an adverse outcome or determine an estimate or range of estimates of potential damages nor can

we give any assurances that this matter will not have material adverse impact on the Companys financial condition results of

operations or cash flows

Antitrust Settlement

In fiscal 2005 we entered into definitive court approved agreement with Spartanburg Regional Healthcare Systems and its attorneys
to settle purported antitrust class action lawsuit number of potential plaintiffs including the United States government opted out

of the settlement and we retained reserve of $21.2 million against these potential claims However no individual claims were filed

prior to the August 2010 statute of limitations deadline and we therefore reversed this reserve into income as of September 30 2010

General

We are subject to various other claims and contingencies arising out of the normal course of business including those relating to

governmental investigations and proceedings commercial transactions product liability employee related matters antitrust safety
health taxes environmental and other matters Litigation is subject to many uncertainties and the outcome of individual litigated

matters is not predictable with assurance It is possible that some litigation matters for which reserves have not been established could

be decided unfavorably to us and that any such unfavorable decisions could have material adverse effect on our financial condition
results of operations and cash flows

NOTE 17 SUBSEQUENT EVENTS

We have performed an evaluation of subsequent events and concluded there were no subsequent events that required recognition or

disclosure in these Consolidated Financial Statements
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Item CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING

AND FINANCIAL DISCLOSURE

None

Item 9A CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management with the supervision and participation of our President and Chief Executive Officer and our Senior Vice President

and Chief Financial Officer the Certifying Officers has evaluated the effectiveness of the design and operation of our disclosure

controls and procedures as of September 30 2010 Our disclosure controls and procedures are designed to ensure that information

required to be disclosed in the reports we file or submit under the Securities Exchange Act of 1934 as amended is recorded

processed summarized and reported within the time periods specified in the SECs rules and forms and such information is

accumulated and communicated to management including our Certifying Officers and our Board of Directors as appropriate to allow

timely decisions regarding required disclosure

Based upon that evaluation the Certifying Officers concluded that our disclosure controls and procedures were effective as of

September 30 2010

Managements Report on Internal Control Over Financial Reporting

The report of managements assessment of the effectiveness of our internal control over financial reporting as of September 30 2010

and the related attestation report of our independent registered public accounting firm are included under Part II Item of this Form

10-K

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting during the quarter ended September 30 2010 that have

materially affected or are reasonably likely to materially affect our internal control over financial reporting

Item 9B OTHER INFORMATION

None
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PART III

Item 10 DIRECTORS EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by this Item is incorporated herein by reference to our Proxy Statement to be filed with the SEC in January

2011 relating to our 2011 Annual Meeting of Shareholders the 2011 Proxy Statement under the headings Election of Directors

Section 16a Beneficial Ownership Reporting Compliance and Corporate Governance Information relating to our executive

officers is included in this report in Part Item under the caption Executive Officers of the Registrant

Item 11 EXECUTIVE COMPENSATION

The information required by this Item is incorporated herein by reference to the 2011 Proxy Statement under the heading Executive

Compensation

Item 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this Item is incorporated herein by reference to the 2011 Proxy Statement under the headings Security

Ownership of Certain Beneficial Owners and Management and Equity Compensation Plan Information

Item 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information required by this Item is incorporated herein by reference to the 2011 Proxy Statement where such information is

included under the heading Corporate Governance

Item 14 PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item is incorporated herein by reference to the 2011 Proxy Statement where such information is

included under the heading Proposals Requiring Your Vote Ratification of Appointment of Independent Registered Public

Accounting Firm
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PART IV

Item 15 EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

The following documents have been filed as part of this Form 10-K or where noted incorporated by reference

Financial Statements

The financial statements of the Company and its consolidated subsidiaries are listed under Part II Item on the Index to

Consolidated Financial Statements on page 39

Financial Statement Schedules

The financial statement schedule filed in response to Part II Item and Part IV Item 15c of Form 10-K is listed under Part

II Item on the Index to Consolidated Financial Statements on page
39

Exhibits See changes to Exhibit Index below

The Exhibit Index which follows the signature page to this Form 10-K and is hereby incorporated herein by reference sets

forth list of those exhibits filed herewith and includes and identifies management contracts or compensatory plans or

arrangements required to be filed as exhibits to this Form 10-K by Item 601 b1 0iii of Regulation S-K

The agreements included as exhibits to this Form 10-K are intended to provide information regarding their terms and not to

provide any other factual or disclosure information about us or the other parties to the agreements The agreements may

contain representations and warranties by the parties to the agreements including us solely for the benefit of the other

parties to the applicable agreement Such representation and warranties

should not in all instances be treated as categorical statements of fact but rather as way of allocating the risk to

one of the parties if those statements prove to be inaccurate

may have been qualified by disclosures that were made to the other party in connection with the negotiation of the

applicable agreement which disclosures are not necessarily reflected in the agreement

may apply standards of materiality in way that is different from what may be viewed as material to certain

investors and

were made only as of the date of the applicable agreement or such other date or dates as may be specified in the

agreement and are subject to more recent developments

Accordingly these representations and warranties may not describe the actual state of affairs as of the date they were made or

at any other time
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SCHEDULE II

HILL-ROM HOLDINGS INC AND SUBSIDIARIES

Valuation and Qualifying Accounts

For The Fiscal Years Ended September 30 2010 2009 and 2008

Dollars in millions

ADDITIONS

BALANCE AT CHARGED TO CHARGED TO DEDUCTIONS BALANCE

BEGINNING COSTS AND OTHER NE OF AT FND

DESCRIPTION OF PERIOD EXPFNSES ACCOUNTS RECOVERIES OF PERIOD

Reserves deducted from assets to which they apply

Allowance for possible losses and sales retums

accounts receivable

Period Ended

September 30 2010 27.5 0.8 7.2 6.5 29.0

September 30 2009 25.9 4.1 8.0 10.5 27.5

September30 2008 51.5 3.0 6.6 35.2 jl 25.9

Allowance for inventory valuation

Period Ended

September 302010 28.3 0.2 3.8 24.7

September 30 2009 21.2 10.5 3.4 28.3

September 30 2008 32.7 5.3 16.8 21.2

Valuation allowance against deferred tax assets

Period Ended

September 30 2010 37.5 0.8 8.2 28.5

September 30 2009 85.7 2.4 50.6 37.5

September 30 2008 88.3 8.8 6.2 85.7

Reduction of gross revenues for uncollectible health care rental reimbursements cash discounts and other adjustments in determining

net revenue Also includes the effect of acquired businesses ifany

Generally reflects
the write-off ofspecfic receivables against recorded reserves

Generally reflects
the write-off of specflc inventory against recorded reserves

Primarily reflects write-off of deferred tax assets against the valuation allowance and other movement ofthe valuation allowance

offset by an opposing change in deferred tax assets

Primarily reflects the adoption ofuncertain tax position provisions and the transfer ofthe valuation allowance to Hillenbrand Inc

in conjunction with the spin-off ofthejiineral services business

Includes reserve transfers to Hillenbrand Inc in conjunction with the spin-off of the funeral services business
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d 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

Date November 17 2010

HILL-ROM HOLDINGS INC

By Is John Greisch

John Greisch

President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the following persons on

behalf of the registrant and in the capacities and on the date indicated

Richard Keller

Vice President Controller and

Chief Accounting Officer

Principal Accounting Officer

Date November 17 2010

Katherine Napier

Katherine Napier

Director

Is Roif Classon

Rolf Classon

Chairman of the Board

Is John Greisch

John Greisch

President and Chief Executive Officer and Director

Principal Executive Officer

/s/ Joanne Smith M.D
Joanne Smith M.D
Director

Vice Chairperson of the Board

Is Gregory Miller

Gregory Miller

Senior Vice President and Chief Financial Officer

Principal Financial Officer

Is Richard Keller

Is James Giertz

James Giertz

Director

Is Charles Golden

Charles Golden

Director

Is August Hillenbrand

August Hillenbrand

Director

Is Ronald Malone

Ronald Malone

Director

Is Eduardo MenascØ

Eduardo MenascØ

Director

Is
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HILL-ROM HOLDINGS INC

INDEX TO EXHIBITS

Management contracts and compensatory plans or arrangements are designated with

2.1 Distribution Agreement dated as of March 14 2008 by and between Hill-Rom Holdings Inc formerly Hillenbrand

Industries Inc and Hillenbrand Inc formerly Batesville Holdings Inc Incorporated herein by reference to Exhibit 2.1

filed with Form 8-K dated April 2008

2.2 Letter Agreement dated as of March 31 2008 between Hill-Rom Holdings Inc and Hillenbrand Inc regarding interpretation

of Distribution Agreement Incorporated herein by reference to Exhibit 2.2 filed with Form 10-Q for the quarter ended March

31 2008

2.3 Share Sale and Purchase Agreement dated as of September 30 2008 between Family Holding Alvik AB and Hill-Rom AB

regarding the sale of Liko Vârdlyft AB Incorporated herein by reference to Exhibit 2.1 filed with Form 8-K dated September

30 2008

2.4 Share Sale and Purchase Agreement dated as of September 30 2008 between AM Holding AB and Hill-Rom Company Inc

regarding the sale of Liko North America Corporation Incorporated herein by reference to Exhibit 2.2 filed with Form 8-K

dated September 30 2008

3.1 Restated and Amended Articles of Incorporation of Hill-Rom Holdings Inc as currently in effect Incorporated herein by

reference to Exhibit 3.1 filed with Form 8-K dated March 10 2010

3.2 Amended and Restated Code of By-Laws of Hill-Rom Holdings Inc as currently in effect Incorporated herein by reference

to Exhibit 3.2 filed with Form 8-K dated March 10 2010

4.1 Indenture dated as of December 1991 between Hill-Rom Holdings Inc and Union Bank N.A as successor to LaSalle

Bank National Association and Harris Trust and Savings Bank as Trustee Incorporated herein by reference to Exhibit

to Registration Statement on Form S-3 Registration No 33-44086

10.1 Hill-Rom Holdings Inc Amended and Restated Short Term Incentive Compensation Program Incorporated herein by

reference to Exhibit 10.1 filed with Form 10-K for the year ended September 30 2009

10.3 Hill-Rom Holdings Inc 1996 Stock Option Plan Incorporated herein by reference to Exhibit 10.2 filed with Form 10-Q for

the quarter ended February 27 1999

10.4 Form of Stock Award granted to certain executive officers Incorporated herein by reference to Exhibit 10.4 filed with Form

10-K for the year ended November 27 1999

10.5 Form of Stock Award granted to certain executive officers under the Stock Incentive Plan Incorporated herein by reference

to Exhibit 10.4 filed with Form 10-K for the year ended September 30 2003

10.7 Form of Director Indemnity Agreement Incorporated herein by reference to Exhibit 10.6 filed with Form 10-K for the year

ended September 30 2003

10.8 Form of Indemnity Agreement between Hill-Rom Holdings Inc and certain executive officers Incorporated herein by

reference to Exhibit 10.9 filed with Form 10-K for the year ended September 30 2003

10.9 Hill-Rom Holdings Inc Board of Directors Deferred Compensation Plan Incorporated herein by reference to Exhibit 10.10

filed with Form 10-Q for the quarter ended June 2001

87
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10.11 Hill-Rom Holdings Inc Supplemental Executive Retirement Plan Incorporated herein by reference to Exhibit 10.14 filed

with Form 10-K for the year ended September 30 2003

10.12 Hill-Rom Holdings Inc Senior Executive Deferred Compensation Program Incorporated herein by reference to Exhibit

10.15 filed with Form 10-K for the year ended September 30 2003

10.13 Reserved

10.15 Form of Director Stock Award Incorporated herein by reference to Exhibit 10.1 filed with Form 10-Q for the quarter ended

December 31 2004

10.16 CEO Cash Award Policy Incorporated herein by reference to Exhibit 10.28 filed with Form 10-K for the year ended

September 30 2005
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executive officers under the Stock Incentive Plan
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reference to Exhibit 10.6 filed with Form 8-K dated April 2008
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Casket Company Inc Incorporated herein by reference to Exhibit 10.8 filed with Form 8-K dated April 2008

10.28 Employee Matters Agreement dated as of March 14 2008 between Hill-Rom Holdings Inc and Hillenbrand Inc

Incorporated herein by reference to Exhibit 10.9 filed with Form 8-K dated April 2008

10.29 Tax Sharing Agreement dated as of March 31 2008 between Hill-Rom Holdings Inc and Hillenbrand Inc Incorporated

herein by reference to Exhibit 10.10 filed with Form 8-K dated April 2008

10.30 Amended and Restated Hill-Rom Holdings Inc Stock Incentive Plan as currently in effect Incorporated herein by reference

to Exhibit 10.30 filed with Form 10-K for the year ended September 30 2009
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10.34 Employment Agreement dated as of March 31 2008 between Hill-Rom Holdings Inc and Kimberly Dennis

Incorporated herein by reference to Exhibit 10.16 filed with Form l0-Q for the quarter ended March 31 2008

10.35 Employment Agreement dated as of July 31 2008 between Hill-Rom Holdings Inc and Earl DeCarli Incorporated

herein by reference to Exhibit 10.18 filed with Form 10-Q for the quarter ended June 30 2008

10.36 Letter Agreement dated September 27 2009 between Hill-Rom Holdings Inc and Peter Soderberg Incorporated herein

by reference to Exhibit 10.1 filed with Form 8-K dated September 27 2009

10.37 Hill-Rom Holdings Inc Employee Stock Purchase Plan Incorporated by reference to Appendix to the Companys

definitive Proxy Statement on Schedule 14A dated January 2009

10.38 Letter Agreement effective October 2009 between Hill-Rom Holdings Inc and Earl DeCarli Incorporated herein by

reference to Exhibit 10.40 filed with Form 10-K for the year ended September 30 2009

10.39 Employment Agreement dated January 2010 between Hill-Rom Holdings Inc and John Greisch Incorporated herein by

reference to Exhibit 10.1 filed with Form 8-K dated January 2010

10.40 Change in Control Agreement between Hill-Rom Holdings Inc and John Greisch dated January 2010 Incorporated

herein by reference to Exhibit 10.2 filed with Form 8-K dated January 2010

10.41 Limited Recapture Agreement between Hill-Rom Holdings Inc and John Greisch dated January 2010 Incorporated

herein by reference to Exhibit 10.4 filed with Form 8-K dated January 2010
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10.47 Limited Recapture Agreement between Hill-Rom Holdings Inc and Susan Lichtenstein dated May 10 2010

Incorporated herein by reference to Exhibit 10.8 filed with Form 10-Q for the quarter ended March 31 2010

10.48 Employment Agreement between Hill-Rom Holdings Inc and Philip Settimi dated May 2010 Incorporated herein by

reference to Exhibit 10.9 filed with Form 10-Q for the quarter ended March 31 2010
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10.50 Employment Agreement between Hill-Rom Holdings Inc and Martha Aronson dated August 2010
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10.57 Amended Employment Agreement dated as of August 26 2010 between Hill-Rom Holdings Inc and Mark Baron
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EXHIBIT 21

HILL-ROM HOLDINGS INC
SUBSIDIARIES OF THE REGISTRANT

All subsidiaries of the Company as of November 2010 are wholly-owned Indiana corporations unless otherwise noted

Hill-Rom Inc

Subsidiaries of Hill-Rom Inc

Advanced Respiratory Inc Minnesota corporation

Allen Medical Systems Inc

Hill-Rom Manufacturing Inc Delaware corporation

Hill-Rom Services Inc Delaware corporation

Jointly owned subsidiaries of Hill-Rom Inc and Advanced Respiratory Inc

Hill-Rom Company Inc

Subsidiaries of Hill-Rom Company Inc

NaviCare Systems LLC

Hill-Rom International Inc

MEDIQ/PRN Life Support Services LLC Delaware limited liability company

Liko North America LLC

Hill-Rom Logistics LLC

Subsidiary of Hill-Rom Manufacturing Inc

Hill-Rom Canada Ltd an Ontario Canadian Corporation

Subsidiaries of Hill-Rom International Inc

Hill-Rom Pty Ltd an Australian corporation

Hill-Rom Asia Limited Hong-Kong corporation

Hill-Rom Japan KK Japanese corporation

Subsidiaries of Hill-Rom Pty Ltd

Medicraft Manufacturing Pty Ltd an Australian corporation

Medicraft Australia Pty Ltd an Australian corporation

Jointly owned subsidiary of Medicraft Manufacturing Pty Ltd and Medicraft Australia Pty Ltd

Medicraft Australia Unit Trust an Australian entity

Subsidiary of Hill-Rom Asia Limited

Hill-Rom Business Services Co LTD Hong-Kong corporation

Subsidiaries of Hill-Rom Services Inc

Hill-Rom SARL French corporation

Hill-Rom Services Pte Ltd Singapore corporation

Hill-Rom TSS Inc

Subsidiary of Allen Medical Systems Inc

AMATECH Corporation

Jointly owned subsidiaries of Hill-Rom Services Inc and Hill-Rom Inc

Hill-Rom International B.V Netherlands corporation

Hill-Rom HB Swedish partnership
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Subsidiaries of Hill-Rom International B.V

Hill-Rom B.V Netherlands corporation

Hill-Rom Ltd United Kingdom corporation

Hilirom S.A Switzerland corporation

Hill-Rom Austria GmbH an Austrian corporation

Hill-Rom Sociedade Unipessoal LDA Portugal

Hill-Rom Global Holdings B.V Netherlands corporation

Jointly owned subsidiaries of Hill-Rom International B.V and Hill-Rom Services Inc

Hill-Rom de Mexico de RL de CV Mexican corporation

Hill-Rom Servicios de RL de CV Mexican corporation

Hill-Rom GmbH German corporation

Subsidiary of Hill-Rom B.V

Hill-Rom Finland Finland corporation

Subsidiary of Hill-Rom GmbH
Liko GmbH German corporation

Subsidiaries of Hill-Rom Ltd UK
Hill-Rom UK Ltd United Kingdom corporation

Liko UK Ltd United Kingdom corporation

Subsidiaries of Hill-Rom SARL

Hill-Rom Industries SA French corporation

Hill-Rom S.p.A an Italian corporation

Hill-Rom SAS French corporation

Sd Le Couviour Immoblier French corporation

1-lill-Rom Iberia S.L Spanish corporation

Hill-Rom AB Swedish corporation

Jointly owned subsidiary of Hill-Rom SARL and Hill-Rom SAS

Hill-Rom sro Czech Republic corporation

Subsidiary of Hill-Rom AB
Liko VÆrdlyfl AB Swedish corporation

Subsidiaries of Liko VÆrdlyftAB
Liko RD AB Swedish corporation

Liko Competence AB Swedish corporation

Liko AB Swedish corporation

Liko Production AB Swedish corporation

Liko Textil AB Swedish corporation

Liko Norge AS Norway corporation

Nordic Rehab AB Swedish corporation

Liko Invest AB Swedish corporation

Subsidiary of Hill-Rom TSS Inc

60 percent ownership interest in Encompass TSS LLC Delaware limited liability company
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EXHIBIT 23

Consent of Independent Registered Public Accounting Firm

We hereby consent to the incorporation by reference in the Registration Statement on Form S-3 Nos 333-157337 333-107016 and

Form S-8 Nos 333-157341 333-157338 333-88354 333-49669 and 333-88328 ofHill-Rom Holdings Inc of our report dated

November 17 2010 relating to the financial statements financial statement schedule and the effectiveness of internal control over

financial reporting which appears in this Form 10-K

PricewaterhouseCoopers LLP

Indianapolis Indiana

November 17 2010
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EXHIBIT 31.1

CERTIFICATIONS

Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

John Greisch certify that

have reviewed this Annual Report on Form 10-K of Hill-Rom Holdings Inc

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state 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 periods covered by this report

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

The registrants other certifying officer and are responsible for establishing and maintaining disclosure controls and procedures

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

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

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

evaluated the effectiveness of the registrants 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

disclosed in this report any change in the registrants internal control over financial reporting that occurred during the

registrants fourth fiscal quarter that has materially affected or is reasonably likely to materially affect the registrants internal

control over financial reporting and

The registrants other certifiing officer and have disclosed based on our most recent evaluation of internal control over financial

reporting to the registrants auditors and the audit committee of the registrants Board of Directors or persons performing the

equivalent functions

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 registrants ability to record process summarize and report financial information

and

any fraud whether or not material that involves management or other employees who have significant role in the registrants
internal control over financial reporting

Date November 17 2010

Is John Greisch

John Greisch

President and Chief Executive Officer
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EXHIBIT 31.2

CERTIFICATIONS

Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

Gregory Miller certify that

have reviewed this Annual Report on Form 10-K of Hill-Rom Holdings Inc

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state 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 periods covered by this report

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

The registrants other certifying officer and are responsible for establishing and maintaining disclosure controls and procedures

as defined in Exchange Act Rules 3a-1 5e and 5d- 15e and internal control over financial reporting as defined in Exchange

Act Rules 13a-15f and 15d-15f for the registrant and have

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

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

evaluated the effectiveness of the registrants 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

disclosed in this report any change in the registrants internal control over financial reporting that occurred during the

registrants fourth fiscal quarter that has materially affected or is reasonably likely to materially affect the registrants internal

control over financial reporting and

The registrants other certifying officer and have disclosed based on our most recent evaluation of internal control over financial

reporting to the registrants auditors and the audit committee of the registrants Board of Directors or persons performing the

equivalent functions

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 registrants ability to record process summarize and report financial information

and

any fraud whether or not material that involves management or other employees who have significant role in the registrants

internal control over financial reporting

Date November 17 2010

Is Gregory Miller

Gregory Miller

Senior Vice President and Chief Financial Officer
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EXHIBIT 32.1

Certification of Chief Executive Officer 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 Annual Report on Form 10-K of Hill-Rom Holdings Inc the Company for the year ended September 30

2010 as filed with the Securities and Exchange Commission on the date hereof the Report John Greisch President and Chief

Executive 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 that

The Report fully complies with the requirements of Section 13a or 15d of the Securities Exchange Act of 1934 and

The information contained in the Report fairly presents in all material respects the financial condition and results of

operations of the Company

Is John Greisch

John Greisch

President and Chief Executive Officer

November 17 2010

signed original of this written statement required by Section 906 has been provided to Hill-Rom Holdings Inc and will be

retained by Hill-Rom Holdings Inc and furnished to the Securities and Exchange Commission or its staff upon request
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EXHIBIT 32.2

Certification of Chief Financial Officer 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 Annual Report on Form 10-K of Hill-Rom Holdings Inc the Company for the
year

ended September 30

2010 as filed with the Securities and Exchange Commission on the date hereof the Report Gregory Miller 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 that

The Report fully complies with the requirements of Section 13a or 15d of the Securities Exchange Act of 1934 and

The information contained in the Report fairly presents in all material respects the financial condition and results of

operations of the Company

Is Gregory Miller

Gregory Miller

Senior Vice President and Chief Financial Officer

November 17 2010

signed original of this written statement required by Section 906 has been provided to Hill-Rom Holdings Inc and will be

retained by Hill-Rom Holdings Inc and furnished to the Securities and Exchange Commission or its staff upon request
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Ht-Rom 2010 Annua Report

Shareholder Information

Stock Exchange

Hill-Rom common stock is traded on the New York Stock Exchange

NYSE under the ticker symbol HRC

Transfer Agent

If you have questions about your stock certificatessuch as lost

certificates registration
of certificates dividend payments or any

other stock-related questionplease contact our transfer agent

Their information is

Computershare Trust Company N.A

P.O Box 43078

Providence RI 02940

800-716-3607 Within U.S U.S territories and Canada

312-360-5328 Outside U.S U.S territories and Canada

Reinvestment of Dividends and Direct Stock Service

Hill-Rom offers its shareholders opportunities to reinvest dividends

and to transfer their certificates into electronic accounts In order to

obtain information for these features please contact our transfer

agent Computershare Trust Company N.A

Annual Meeting

Hill-Roms annual meeting of shareholders will be held on

Tuesday March 82011 at 10a.m ESTat

Hill-Rom Corporate Offices

1069 State Route 46 East

Batesville IN 47006-7 798

Disclosure Regarding Forward-Looking Statements

New York Stock Exchange Compliance

In 2010 we submitted our Section 303A.12a chief executive officer

certification to the New York Stock Exchange We also filed with the

United States Securities and Exchange Commission as exhibits to the

most recently filed Annual Report on Form 10-K the Sarbanes-Oxley

Act Sections 302 and 906 certifications required of Hill-Roms Chief

Executive Officer and Chief Financial Officer

Investor Relations

Requests for the Hill-Rom Annual Report Form 10-K Annual Proxy

Statement or other information on the company should be directed

in writing to

Investor Relations

Hill-Rom Holdings Inc

1069 State Route 46 East

Batesville IN 47006-8835

812 931-2199

andy.rieth@hiIl-rom.com

or visit our website at

www.hiIl-rom.com

Certain statements in this Annual Report contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act

of 1995 regarding the Companys future plans objectives beliefs expectations representations and projections The Company has tried wherever

possible to identify these forward-looking statements using words such as intend anticipate believe plan encourage expect may
goal become pursue estimate strategy will projection forecast continue accelerate promise increase higher lower reduce

improve expand progress potential or the negative of those terms or other variations of them or by comparable terminology The absence

of such terms however does not mean that the statement is not forward-looking It is important to note that forward-looking statements are not

guarantees of future performance and the Companys actual results could differ materially from those set forth in any forward-looking statements

Factors that could cause actual results to differ from forward-looking statements include but are not limited to the Companys dependence on its

relationships
with several large group purchasing organizations whether the Companys new products are successful in the marketplace impacts

of healthcare reform compliance with federal healthcare programs collections of accounts receivable compliance with FDA regulations antitrust

and other litigation potential exposure to product liability or other claims failure of the Companys announced or future strategic initiatives and

restructuring and realignment activities to achieve expected growth efficiencies or cost reductions adverse consequences resulting
from the

spin-off of the funeral services business failure of the Company to execute its acquisition and business alliance strategy through the consummation

and successful integration of acquisitions or entry into
joint ventures or other business alliances increased costs or unavailability

of raw materials

adverse changes in global economic conditions or disruptions of credit markets labor disruptions the ability to retain executive officers and other

key personnel and certain tax-related matters For more in depth discussion of these and other factors that could cause actual results to differ

from those contained in forward-looking statements see the discussions under the heading Risk Factors in this Annual Report on Form 10-K and

subsequent Quarterly Reports on Form 10-Q The Company assumes no obligation to update or revise any forward-looking statements

Copyright 2010 HilI-Rom Holdings Inc



2010 Board of Directors

Roif Classon 65

Charman

Retired Chairman Executive Committee

Bayer Hea thCare

Board Member since 2002

Charles Golden 64

Retired Executive Vce President

Chief Enancial Officer

Eli Lily and Company

Board Member since 2002

Eduardo MenascØ 65

Retired President

Enterprise Solutions Group

Verizon Communications

Board Member since 2004

Joanne Smith M.D 49

Vce Chairperson

President CEO

Rehabilitation Institute of Chicago

Board Member since 2003

James Giertz 53

Senior Vice President

Chief Financial Officer

HE Fuller Company

Board Member since 2009

John Greisch 55

President Chief Executive Officer

Hill-Ram

Board Member since 2010

August Hillenbrand 70

Retired Chef Executive Officer

Hil Ram

Board Member since 1972

Ronald Malone 56

Executive Chairman

Gentiva Health Services Inc

Board Member since 2007

Katherine Napier 55

CEO

Arbonne International LLC

Board Member since 2009

2010 Company Officers

John Greisch 55

President Chief Executive Officer

Martha Goldberg Aronson 43

Senior Vice President President

North America

Kimberly Dennis 43

Senior Vice President

North America Post-Acute Care

Mark Guinan 48

Senior Vice President

Chief Financial Officer

Scott Jeffers 40

Senior Vce President

Global Supply Chain

Richard Keller 49

Vice President Controller

Chief Accounting Officer

Brian Lawrence 41

Senior Vice President

Chief Technology Officer

Susan Lichtenstein 53

Senior Vice President

Corporate Affairs Chief Legal Officer

Blair Rieth Jr 52

Vice President Investor Relations

Alejandro Infante Saracho 49

Senior Vice President President

International

Philip Settimi M.D 33

Senior Vice President

Global Marketing Corporate Strategy

H1H-Rom



Hill-Rom

1069 State Route 46 East

Batesville IN 47006

Telephone 812-934-7777

www.hill-ro.com
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