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Certain portions of the registrant’s definitive Proxy Statement to be delivered to shareholders in connection with the
Annual Meeting of Shareholders to be held on March 6, 2018 are incorporated by reference into Part III of this Annual
Report on Form 10-K.




Edgar Filing: Hill-Rom Holdings, Inc. - Form 10-K

HILL-ROM HOLDINGS, INC.

Annual Report on Form 10-K

For the Fiscal Year Ended September 30, 2017

TABLE OF CONTENTS

PART I

Item 1. Business

Item )

_K Risk Factors

Item 1B.Unresolved Staff Comments

Item 2. Properties

Item 3. Legal Proceedings

Item 4. Mine Safety Disclosures (not applicable)

PART II

Ttem S Market for Registrant’s Common Equity. Related Stockholder Matters and Issuer Purchases of Equity
= Securities

Item 6. Selected Financial Data

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
_I7tzm Quantitative and Qualitative Disclosures About Market Risk

En 8. Financial Statements and Supplementary Data

Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure
Item

_K Controls and Procedures

Item 9B.Other Information

PART III

Item 10. Directors. Executive Officers and Corporate Governance

Item 11. Executive Compensation

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Item 13. Certain Relationships and Related Transactions and Director Independence

Item 14.

Disclosure Regarding Forward Looking Statements

Principal Accounting Fees and Services

PART IV

Item 15.

Exhibits and Financial Statement Schedules

SIGNATURES

Page

GhlEk = e

FRERE KR b
~ &~ By I Nl oy

U Ul R N
v vl vy vy

=

RS




Edgar Filing: Hill-Rom Holdings, Inc. - Form 10-K

Table of Contents
PART 1
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.

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 in Part I, Item 1A "Risk Factors" in
this Form 10-K and in Part II, Item 7 "Management's Discussion and Analysis of Financial Condition and Results of
Operations" in this Form 10-K. We assume no obligation to update or revise any forward-looking statements, unless
required by law.

Item 1. BUSINESS
General

Hill-Rom Holdings, Inc. (the "Company," "Hill-Rom," "we," "us," or "our") was incorporated on August 7, 1969 in
the State of Indiana and is headquartered in Chicago, Illinois. We are a leading global medical technology company
with more than 10,000 employees worldwide. We partner with health care providers in more than 100 countries by
focusing on patient care solutions that improve clinical and economic outcomes. Hill-Rom's people, products and
programs work towards one mission: Every day, around the world, we enhance outcomes for patients and their
caregivers.

Segment Information

During our first quarter of fiscal 2017, we changed our segment reporting to reflect changes in our organizational
structure and management’s operation and view of the business. We combined the prior year North America Patient
Support Systems segment and International Patient Support Systems segment into a new segment called Patient
Support Systems. Our revised operating structure is generally aligned by product type and contains the following
reporting segments:

Patient Support Systems — globally provides our specialty bed frames and surfaces and mobility solutions, as well as
our clinical workflow solutions which specializes in software and information technologies to improve care and
deliver actionable insight to caregivers and patients.

Front Line Care — globally provides respiratory care products, and sells medical diagnostic monitoring equipment and a
diversified portfolio of physical assessment tools that assess, diagnose, treat, and manage a wide variety of illnesses

and diseases.

Surgical Solutions — globally provides products that improve surgical safety and efficiency in the operating room
including tables, lights, pendants, positioning devices and various other surgical products and accessories.

Net revenue, segment profitability and other measures of segment reporting for each reporting segment are set forth in
Note 11 of our Consolidated Financial Statements.

Products and Services
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Patient Support Systems. Our innovative patient support systems include a variety of specialty frames and surfaces,
such as Medical Surgical ("Med-Surg") beds, Intensive Care Unit ("ICU") beds, and Bariatric patient beds, patient
mobility solutions (such as lifts and other devices used to safely move patients), non-invasive therapeutic products and
surfaces, and our communications technologies and software solutions. These patient support systems are sold
globally and can be designed for use in high, mid, and low acuity settings, depending on the specific design options,
and are built to advance mobility, reduce patient falls and caregiver injuries, improve caregiver efficiency and prevent
and care for pressure injuries. In addition, we also sell equipment service contracts for our capital equipment,
primarily in the U.S. Approximately 52%, 55% and 72% of our revenue during fiscal 2017, 2016 and 2015,
respectively, was derived from this segment.

Front Line Care. Our Front Line Care products include our patient monitoring and diagnostics products from Welch
Allyn, Inc. ("Welch Allyn") and Mortara Instruments, Inc. ("Mortara") and our respiratory health products. Our
patient monitoring and diagnostics products include blood pressure, physical assessment, vital signs monitoring,
diagnostic cardiopulmonary, diabetic
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retinopathy screening, and thermometry products. We also see exciting opportunities to integrate Welch Allyn and
Mortara technologies and patient data in the care environment to further enhance our product offerings. Our
respiratory health products include the Vest® System, VitalCough® System, MetaNeb® System and new Monarch™
System. These products are designed to assist patients in the mobilization of retained blockages that, if not removed,
may lead to increased rates of respiratory infection, hospitalization, and reduced lung function. Front Line Care
products are sold globally within multiple care settings including primary care (Welch Allyn and Mortara products),
acute care, extended care and home care (primarily respiratory health products). Approximately 32%, 30% and 7% of
our revenue during fiscal 2017, 2016 and 2015, respectively, were derived from products within this segment.

Surgical Solutions. Our Surgical Solutions products include surgical tables, lights, and pendants utilized within the
operating room setting. We also offer a range of positioning devices for use in shoulder, hip, spinal and lithotomy
surgeries as well as platform-neutral positioning accessories for nearly every model of operating room table. In
addition, we offer operating room surgical safety and accessory products such as scalpels and blades, light handle
systems, skin markers and other disposable products. The products offered within this category are both capital sales
and recurring consumable revenue streams that are sold globally. Approximately 16%, 15% and 21% of our revenue
during fiscal 2017, 2016 and 2015, respectively, were derived from products within this segment.

We have extensive distribution capabilities and broad reach across all health care settings. We primarily operate in the
following channels: (1) sales and rentals of products to acute and extended care facilities worldwide through both a
direct sales force and distributors; (2) sales and rentals of products directly to patients in the home; and (3) sales into
primary care facilities (primarily Welch Allyn products) through distributors. Through our network of approximately
140 North American and 42 international service centers, and approximately 1,900 service professionals, we 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 select products. No single customer accounts for more than 10% of our
revenue.

Raw Materials

Principal materials used in our products for each business segment 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 multiple 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 a 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 a 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 Group Purchasing Organizations ("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
Across our business, 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 of product offerings.
We evaluate our competition based on our product categories.
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The following table displays our significant competitors with respect to each product category:
Product Categories Competitors

ArjoHuntleigh (Division of Getinge AB) SIZEWise Rentals. LLC

Ascom Holding Stieoelmever
Patient Support Systems Joerns Healthcare g Y .
Linet Stryker Corporation

Rauland, a Division of AMETEK, Inc. Universal Hospital Services, Tnc.

Covidien, Ltd. Mindray
Electromed, Inc. Midmark
Exergen Corporation Omron Healthcare
GE Healthcare Philips
Front Line Care Heine Optotechnik Resmed
International Biophysics, Inc. Respirtech (Part of Philips)
Keeler Riester
Littman (3M) Schiller
Thayer Medical
Action Medical
Skytron
DeRoyal .
. . Steris
Surgical Solutions Draeger Strvker Corporation
Magquet (Division of Getinge AB) Y P

MizuhoOSI Swann-Morton

Additionally, we compete with a 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 FDA’s Quality System regulations and the regulatory equivalents internationally 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. In addition, there are certain state and local government
requirements that must be complied with in the manufacturing and marketing of our products. See Item 1A. Risk
Factors for additional information.

Environmental. We are subject to a 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. We do not expect the remediation costs for any environmental
issues in which we are currently involved to exceed $1.0 million.

Health Care Regulations. In March 2010, comprehensive health care reform legislation was signed into law through
the passage of the Patient Protection and Affordable Health Care Act and the Health Care and Education
Reconciliation Act. The health care industry continues to undergo significant change as this law is executed.
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Currently, the Trump Administration and the U.S. Congress are seeking to modify, repeal or otherwise invalidate all
or part of this health care reform legislation and it remains unclear what new framework may emerge as a result of
such efforts. 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 under increasing pressure to control costs and limit utilization, while improving quality and health
care outcomes. These objectives are being advanced through a variety of reform initiatives including: accountable care
organizations, value based purchasing, bundling initiatives, competitive bidding programs, etc. We are also subject to
a number of other regulations around the world related to the sale and distribution of health care products. The
potential impact of these regulations to our business is discussed further in Item 1A. Risk Factors and Part II, Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations, included in this Form 10-K.
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Most of our products and product improvements are developed internally. We maintain close working relationships
with various medical professionals who assist in product research and development. New and improved products play
a critical role in our sales growth. We continue to place emphasis on the development of proprietary products and
product improvements to complement and expand our existing product lines. Our significant research and
development activities are located in Acton, Massachusetts; Batesville, Indiana; Beaverton, Oregon; Bologna, Italy;
Cary, North Carolina; Milwaukee, Wisconsin; Skaneateles Falls, New York; Pluvigner, France; Singapore; and
Saalfeld and Pucheim, Germany.

Research and development is expensed as incurred. Research and development expense for the fiscal years ended
September 30, 2017, 2016 and 2015, was $133.7 million, $133.5 million and $91.8 million, respectively.

In addition, certain software development technology costs for software to be sold or licensed to customers are
capitalized as intangibles and are amortized over a period of three to five years once the software is ready for its
intended use. The amounts capitalized during fiscal years 2017, 2016 and 2015 were approximately $2.3 million, $2.4
million and $2.6 million, respectively.

Patents and Trademarks

We own, and from time-to-time license, a 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 any business segment or our
business as a whole. We also own a number of trademarks and service marks relating to our products and services.
Except for the marks "Hill-Rom®", "Bard-Parker®", and "Welch Allyn®", we do not believe any single trademark or
service mark is of material significance to any business segment or our business as a whole.

Foreign Operations

Information about our foreign operations is set forth in tables relating to geographic information in Note 11 of our
Consolidated Financial Statements, included herein under Part 11, Item 8 of this Form 10-K.

Employees

At September 30, 2017, we had more than 10,000 employees worldwide. Approximately 3% of our employees 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 16% of our employees. The collective bargaining
agreement at our primary U.S. manufacturing facility expires in January 2019. We have not experienced a work
stoppage in the U.S. in over 40 years, and we believe that our employee relations are satisfactory. Refer to Item 1A.
Risk Factors in this Form 10-K for additional information about our employees.

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 a "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.

10
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John J. Greisch, 62, was elected President and Chief Executive Officer of Hill-Rom, effective January 2010. Mr.
Greisch was most recently President, International Operations for Baxter International, Inc., a position he held since
2006. Prior to this, he held several other positions with Baxter, serving as Baxter's Chief Financial Officer and as
President of Baxter's BioScience division.

Carlos Alonso, 58, was elected Senior Vice President and President, Hill-Rom International, effective April 2015.
Before joining Hill-Rom, Mr. Alonso served as the President and CEO of the Esaote Group, a medical imaging leader
based in Genova, Italy. Prior to the Esaote Group, Mr. Alonso served as the CEO of Esteve Pharmaceuticals based in
Barcelona, Spain, and held various leadership roles of increasing responsibility with Baxter International, Inc. over the
course of fifteen years, including serving as Global President of the Renal Division.

Andreas Frank, 41, was elected as Senior Vice President Corporate Development and Strategy, effective October
2011. Before joining Hill-Rom, Mr. Frank was Director, Corporate Development at Danaher Corporation. Previously,
he worked in the Corporate Finance and Strategy practice at the consulting firm McKinsey & Company.

11
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Paul Johnson, 52, was elected as Senior Vice President and President of Patient Support Systems, effective November
2016. He had previously served as president, PSS North America. Before joining Hill-Rom in 2013, Mr. Johnson held
various commercial leadership positions at Life Technologies and GE Healthcare.

Kenneth Meyers, 55, was elected Senior Vice President and Chief Human Resources Officer, effective September
2015. Before joining Hill-Rom, Mr. Meyers was Senior Vice President and Chief Human Resources Officer at
Hospira, Inc. Previously, he was a partner at Mercer / Oliver Wyman Consulting. Prior to Mercer / Oliver Wyman, he
served as Senior Vice President, Human Resources, for Starbucks International.

Deborah Rasin, 51, was elected Senior Vice President, Chief Legal Officer and Secretary for Hill-Rom, effective
January 2016. Previously she was General Counsel for Dentsply Sirona, Inc. Prior to Dentsply, Ms. Rasin served as
General Counsel at Samsonite Corporation (for which she worked in Denver and London) and as a senior attorney at
GM (in Detroit and Zurich).

Jason A. Richardson, 40, was elected Vice President, Controller and Chief Accounting Officer of the Company,
effective March 2016. Mr. Richardson previously served in a variety of finance and accounting positions with
Hill-Rom, including Assistant Controller and head of finance for Hill-Rom’s Surgical and Respiratory Care division.

Alton Shader, 44, was elected Senior Vice President and President, Front Line Care, effective September 2015. He
had served as Senior Vice President and President, North America since July 2012 and previously as Senior Vice
President and President, Post-Acute Care with Hill-Rom since July 2011. Before joining Hill-Rom, Mr. Shader was
General Manager of Renal at Baxter International, Inc. Previously, he served as General Manager for Baxter Ireland
and held senior marketing positions in Baxter's operations in Zurich and in California.

Steven J. Strobel, 59, was elected Senior Vice President, effective November 2014 and Chief Financial Officer,
effective December 2014. Before joining Hill-Rom, Mr. Strobel was President of McGough Road Advisors, a
corporate finance consulting firm, from 2012 to 2014 and previously Chief Financial Officer of BlueStar Energy, an
independent retail energy services company, from 2009 to 2012. Prior to BlueStar, he served as Treasurer and
Corporate Controller at Motorola, and in the same positions at Owens Corning. Mr. Strobel serves on the Board of
Directors of Newell Brands Inc., where he chairs the Audit Committee.

Francisco Canal Vega, 56, was elected Senior Vice President and President, Surgical Solutions, effective June 2017.
He had served as President of our Europe region. Before joining Hill-Rom, Mr. Canal held several senior executive
roles at Baxter, Gambro, and Smith & Nephew.

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 Chairman, members of the Board of Directors and the Chief Executive Officer, our
Global Code of Conduct (and any amendments or waivers), 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.gov, or may be read and copied at the

SEC Public Reference Room at 100 F 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.

12
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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 might result in adverse effects on our business. Any of these risks
could have a material adverse impact on our business, financial condition, or future results. The order in which these
factors appear should not be construed to indicate their relative importance or priority.
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We face significant uncertainty in the industry due to government health care reform, changes in Medicare, Medicaid
and other governmental medical program reimbursements, 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). We cannot predict with certainty what additional healthcare
initiatives, if any, will be implemented at the federal or state level, or what the ultimate effect of federal health care
reform or any future legislation or regulation will have on us. Currently, the Trump Administration and the U.S.
Congress are seeking to modify, repeal or otherwise invalidate all or part of this health care reform legislation and it
remains unclear what new framework may emerge as a result of such efforts. Further, regardless of the prevailing
political environment in the United States, Medicare, Medicaid, managed care organizations and foreign governments
are increasing pressure to both control health care utilization and to limit reimbursement. Changes in reimbursement
programs or their regulations, including retroactive and prospective rate and coverage criteria changes, competitive
bidding for certain products and services, and other changes intended to reduce expenditures (domestically or
internationally), could adversely affect the portions of our businesses that are dependent on third-party reimbursement
or direct governmental payments. Moreover, to the extent that our customers experience reimbursement pressure
resulting in lower revenue for them, their demand for our products and services might decrease. The impact of the
above mentioned items could have a material adverse impact on our business, results of operations and cash flows.
Failure by us or our suppliers to comply with the FDA regulations and similar foreign regulations applicable to the
products we design, manufacture, install 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 a material adverse effect
on our revenue 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 as 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 or state
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. 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 believe the frequency and intensity of government audits and review processes has intensified
and we expect this will continue 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.

If we are deemed to have violated these laws and regulations, we could be subject to substantial fines, damages,
possible exclusion from participation in federal health care programs such as Medicare and Medicaid and possible
recoupment of any overpayments related to such violations. While we believe that our practices materially comply
with applicable state and federal requirements, the requirements might be interpreted in a manner inconsistent with
our interpretation. Failure to comply with applicable laws and regulations, even if inadvertent, could have a material
adverse impact on our business.

14
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We operate in a highly competitive industry that is subject to the risk of declining demand and pricing pressures,
which could adversely affect our operating results.

Demand for our products and services depends in large part on overall demand in the health care market. Additionally,
with the health care market’s increased focus on hospital asset and resource efficiency as well as reimbursement
constraints, spending for some of our products is on a long-term declining trend. Further, the competitive pressures in
our industry could cause us to lose market share unless we increase our expenditures or reduce our prices, which could
adversely impact our operating results. The nature of this highly competitive marketplace demands that we
successfully introduce new products into the market in a cost effective manner (more fully detailed below). These
factors, along with possible legislative developments and others, might result in significant shifts in market share
among the industry's major participants, including us. Accordingly, if we are unable to effectively differentiate
ourselves from our competitors in terms of both new products and diversification of our product portfolio through
business acquisitions, then our market share, sales and profitability could be adversely impacted through lower
volume or decreased prices.
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We have a substantial amount of indebtedness. This level of indebtedness could adversely affect our ability to raise
additional capital to fund operations, our flexibility in operating our business and our ability to react to changes in the
economy or our industry.

At September 30, 2017, we had $2,309.3 million of indebtedness outstanding net of certain issuance costs. As a result
of this debt, we have significant demands on our cash resources. The level of debt could, among other things:

require us to dedicate a large portion of our cash flow from operations to the servicing and repayment of our debt,
thereby reducing funds available for working capital, capital expenditures, research and development expenditures
and other general corporate requirements;

limit our ability to obtain additional financing to fund future working capital, capital expenditures, research and
development expenditures and other general corporate requirements;

4imit our flexibility in planning for, or reacting to, changes in its business and the industry in which we operate;
restrict our ability to make strategic acquisitions or dispositions or to exploit business opportunities;

place us at a competitive disadvantage compared to competitors that have less debt;

adversely affect our credit rating, with the result that the cost of servicing our indebtedness might increase;

adversely affect the market price of Hill-Rom common stock;

limit our ability to apply proceeds from an offering or asset sale to purposes other than the servicing and repayment of
debt; and

cause us to fail to meet payment obligations or otherwise default under our debt, which will give our lenders the right
to accelerate the indebtedness and exercise other rights and remedies against us.

In addition, we might incur substantial additional indebtedness in the future, which could cause the related risks to
intensify. We might need to refinance all or a portion of our indebtedness on or before their respective maturities. We
cannot assure you that we will be able to refinance any of our indebtedness on commercially reasonable terms or at
all. The terms of any additional debt might give the holders rights, preferences, and privileges senior to those of
holders of our common stock, particularly in the event of liquidation. The terms of any new debt might also impose
additional and more stringent restrictions on our operations than are currently in place. If we are unable to refinance
our debt, we might default under the terms of our indebtedness, which could lead to an acceleration of the debt. We do
not expect that we could repay all of our outstanding indebtedness if the repayment of such indebtedness was
accelerated.

Our future financial performance will depend in part on the successful introduction of new products into the
marketplace on a cost-effective basis.

Our future financial performance will depend in part on our ability to influence, anticipate, identify and respond to
changing consumer preferences and needs. We can provide no assurances that our new products will achieve the same
degree of success as in the past. We might not correctly anticipate or identify trends in consumer preferences or needs,
or might identify them later than competitors do. In addition, difficulties in manufacturing or in obtaining regulatory
approvals might delay or prohibit introduction of new products into the marketplace. Further, we might not be able to
develop and produce new products at a cost that allows us to meet our goals for profitability. Warranty claims and
service costs relating to our new products might be greater than anticipated, and we might 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. In addition, the introduction of new products might
also cause customers to defer purchases of existing products.

Failure to successfully introduce new products on a 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
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our business, financial condition, results of operations and cash flow.

17



