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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934 FOR THE FISCAL YEAR ENDED
DECEMBER 31, 2005

[0  TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934.

Commission File Number: 1-31946

HOSPIRA, INC.

(Exact name of registrant as specified in its charter)

Delaware 20-0504497
(State or other jurisdiction (LR.S. Employer
of incorporation or organization) Identification No.)

275 North Field Drive
Lake Forest, Illinois 60045
(Address of principal executive offices, including zip code)

(224) 212-2000
(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of Class Name of Exchange on which each class is registered
Common Stock, par value $0.01 per share . New York Stock Exchange
Preferred Stock Purchase Rights .. ... ... New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: Common Stock: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes No [

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes [] No

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No [

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part IIT of this Form 10-K or any amendment to this Form 10-K. []

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer [] Non-accelerated filer []

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the
Act). Yes [1 No

The aggregate market value of registrant’s common stock held by non-affiliates of the registrant on June 30, 2005
(the last business day of the registrant’s most recently completed second fiscal quarter), was approximately
$6,228 million.

Hospira had 162,267,637 shares of common stock outstanding as of February 28, 2006.

INCORPORATION OF DOCUMENTS BY REFERENCE

Certain sections of the registrant’s Proxy Statement to be filed in connection with the 2006 Annual Meeting of
Shareholders are incorporated by reference into Part III of this Form 10-K where indicated.
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FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statements within the meaning of the federal securities
laws. Hospira intends that these forward-looking statements be covered by the safe harbor provisions
for forward-looking statements in the federal securities laws. In some cases, these statements can be
identified by the use of forward-looking words such as “may,” “will,” “should,” “anticipate,”
“estimate,” “expect,” “plan,” “believe,” “predict,” “potential,” “project,” “intend,” “could” or similar
expressions. In particular, statements regarding Hospira’s plans, strategies, prospects and expectations
regarding its business and industry are forward-looking statements. You should be aware that these
statements and any other forward-looking statements in this document only reflect Hospira’s
expectations and are not guarantees of performance. These statements involve risks, uncertainties and
assumptions. Many of these risks, uncertainties and assumptions are beyond Hospira’s control, and may
cause actual results and performance to differ materially from its expectations. Important factors that
could cause Hospira’s actual results to be materially different from its expectations include (i) the risks
and uncertainties described in “Item 1A. Risk Factors” and (ii) the factors described in “Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations.” Accordingly,
you should not place undue reliance on the forward-looking statements contained in this annual report.
These forward-looking statements speak only as of the date on which the statements were made.
Hospira undertakes no obligation to update or revise publicly any forward-looking statements, whether
as a result of new information, future events or otherwise.

9 <« 29« 29 ¢

PART 1
Item 1. Business
Overview

Hospira is a global specialty pharmaceutical and medication delivery company that is focused on
products that improve the productivity, safety and efficacy of patient care in the acute care setting.
Hospira is a leader in the development, manufacture and marketing of specialty injectable
pharmaceuticals and medication delivery systems that deliver drugs and intravenous (“I.V.”) fluids.
Hospira is also a leading provider of contract manufacturing services to pharmaceutical and
biotechnology companies for formulation development, filling and finishing of injectable
pharmaceuticals. Hospira’s broad portfolio of products is used by hospitals and alternate site providers,
such as clinics, home healthcare providers and long-term care facilities, which are together referred to
as the “continuum of care.”

In 2005, Hospira’s net sales were $2.63 billion, on which it earned net income of $235.6 million.
The United States is the largest market for Hospira’s products and accounted for approximately 83% of
2005 sales. Sales outside the United States accounted for the remaining 17% of sales.

Hospira has two reportable segments, U.S. and International, through which its products are sold.
For financial information relating to Hospira’s segments and the geographic areas, see Note 10 to the
financial statements included in Item 8 of this document. As each reportable segment produces and
sells similar products and services, unless the context requires otherwise, the disclosure in Items 1 and
1A relates to both reportable segments.

General Development of Business

Hospira’s business has an approximately 70-year history. Prior to its spin-off from Abbott
Laboratories on April 30, 2004, Hospira’s business was conducted by Abbott, and for all periods prior
to the spin-off, references in this annual report to Hospira’s historical assets, liabilities, products,
businesses or activities are generally intended to refer to the historical assets, liabilities, products,
businesses or activities of Hospira’s business as it was conducted as a part of Abbott. Under the terms
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of the spin-off, the legal title to certain assets and operations relating to Hospira’s business outside the
United States will be transferred from Abbott over the two-year period after the spin-off. Prior to their
transfer, these operations and net assets are used in the conduct of Hospira’s international business and
Hospira is subject to the risks and entitled to the benefits generated by the operations and net assets.
The terms of the spin-off are described in more detail in this Item 1 under “Arrangements

with Abbott.”

Hospira was incorporated in Delaware on September 16, 2003, as a wholly owned subsidiary of
Abbott. As part of a plan to spin-off its core hospital products business, Abbott transferred the assets
and liabilities relating to Hospira’s business to Hospira and, on April 30, 2004, distributed Hospira’s
common stock to Abbott’s shareholders. On that date, Hospira began operating as an independent
company, and on May 3, 2004, Hospira’s common stock began trading on the New York Stock
Exchange under the symbol “HSP.” The transfer of assets and liabilities to Hospira, and distribution of
Hospira common stock as described above are sometimes referred to in this document as the “spin-oft”
and April 30, 2004 is sometimes referred to as the “spin-off date.”

During 2005, Hospira continued its separation from Abbott. By year end, Abbott had transferred
legal title to the net assets and operations in 36 countries to Hospira. Hospira also launched three of
four planned international regional headquarters. Hospira progressed on other transition activities,
having completed over 50% of its transition services agreements with Abbott by the end of 2005, and
significant work on the establishment of independent information technology systems.

Products

Hospira’s portfolio of products is composed of five main product lines:

Product Line Description

Specialty Injectable Pharmaceuticals . ¢ More than 130 injectable generic drugs in more than 600
dosages and formulations
* Precedex® (dexmedetomidine HCI), a proprietary drug for
sedation

Medication Delivery Systems . . .. ... *  Medication management systems that include electronic
pumps and sets for I.V. drug delivery, and patient-
controlled analgesia for pain management

* Pre-mixed drug solutions and nutritionals for I.V. infusion
* LV. solutions and supplies

Injectable Pharmaceutical Contract
Manufacturing. . . ............. e Formulation development, filling and finishing of
injectable pharmaceuticals on a contract basis for
pharmaceutical and biotechnology companies

Other........... .. ...... .. ... * Sales through alternate site providers, including clinics,
home healthcare providers and long-term care facilities
* Hemodynamic monitoring systems used in the intensive
care setting, critical care units to measure cardiac output
and blood flow, and brain-function monitoring devices

International .................. * Sales of Hospira’s products outside the United States
Hospira believes that, in addition to rising costs, healthcare providers in the United States continue

to confront significant challenges in their efforts to improve patient safety, comply with higher
regulatory and industry standards for patient and clinician safety, and meet an increased demand for
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