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April 4, 2011

Dear Fellow Stockholder:

I am pleased to invite you to attend our 2011 annual meeting of stockholders of HealthSouth Corporation, to be held
on Thursday, May 5, 2011, at 11:00 a.m., central time, at our corporate headquarters at 3660 Grandview Parkway,
Birmingham, Alabama.

We will review our 2010 performance and discuss our outlook for 2011 and respond to any questions you may have.
We will also consider the items of business described in the Notice of Annual Meeting of Stockholders and Internet
Availability of Proxy Materials and in the Proxy Statement accompanying this letter. The Proxy Statement contains
important information about the matters to be voted on and the process for voting, along with information about
HealthSouth, its management and its directors.

Every stockholder’s vote is important to us. Even if you plan to attend the annual meeting in person, please promptly
vote by submitting your proxy by phone, by internet or by mail. The “Commonly Asked Questions” section of the Proxy
Statement and the enclosed proxy card contain detailed instructions for submitting your proxy. If you plan to attend
the annual meeting in person, you must provide proof of share ownership, such as an account statement, and a form of
personal identification in order to be admitted to the meeting.

On behalf of the directors, management and employees of HealthSouth, thank you for your continued support of and
ownership in our Company.

Sincerely,

Jon F. Hanson
Chairman of the Board of Directors
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HEALTHSOUTH CORPORATION

Notice of Annual Meeting of Stockholders
and

Internet Availability of Proxy Materials 

TIME 11:00 a.m., central time, on Thursday, May 5, 2011

PLACE HEALTHSOUTH CORPORATION
Corporate Headquarters
3660 Grandview Parkway, Suite 200
Birmingham, Alabama 35243
Directions to the annual meeting are available by calling
investor relations at (205) 968-6400

ITEMS OF
BUSINESS

(1)To elect ten directors to the board of directors to serve until our
2011 annual meeting of stockholders.
• The board of directors recommends a vote FOR each nominee.

(2)To ratify the appointment by HealthSouth’s audit committee of
PricewaterhouseCoopers LLP as HealthSouth’s independent registered
public accounting firm.
• The board of directors recommends a vote FOR ratification.

(3)To approve, on an advisory basis, the compensation of the named
executive officers, as disclosed in the HealthSouth Corporation
Definitive Proxy Statement for the 2011 Annual Meeting.
• The board of directors recommends a vote FOR the approval of the
compensation of our named executive officers.

(4)    To vote, on an advisory basis, as to whether the above
“say-on-pay” advisory vote should occur every one, two, or three years.
• The board of directors recommends a vote for the frequency option
of ONE YEAR.

(5)    To approve the Amended and Restated 2008 Equity Incentive
Plan.
• The board of directors recommends a vote FOR the approval of the
Amended and Restated 2008 Equity Incentive Plan.

(6)    To transact such other business as may properly come before the
annual meeting and any adjournment or postponement.

RECORD DATE You can vote if you are a holder of record of HealthSouth common or
preferred stock on March 8, 2011.

PROXY VOTING Your vote is important. Please vote in one of these ways:
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(1)Via internet: Go to http://www.proxyvote.com and follow the
instructions. You will need to enter the control number printed on
your proxy card;

(2)By telephone: Call toll-free 1-800-690-6903 and follow the
instructions. You will need to enter the control number printed on
your proxy card;

(3)In writing: Complete, sign, date and promptly return your proxy
card in the enclosed envelope; or

(4)Submit a ballot in person at the annual meeting of stockholders.

Important Notice Regarding the Availability of Proxy Materials
For the Stockholder Meeting to be Held on May 5, 2011

HealthSouth’s Proxy Statement on Schedule 14A, form of proxy card, and 2010 Annual Report (including the 2010
Annual Report on Form 10-K) are available at http://www.proxyvote.com after entering the control number printed on
your proxy card.

Birmingham, Alabama John P. Whittington
April 4, 2011 Corporate Secretary

Edgar Filing: HEALTHSOUTH CORP - Form DEF 14A

6



Table of Contents
HEALTHSOUTH CORPORATION

PROXY STATEMENT

TABLE OF CONTENTS

Page

INTRODUCTION  1

COMMONLY ASKED QUESTIONS  1

ITEMS OF BUSINESS REQUIRING YOUR VOTE  7
Proposal 1 - Election of Directors  7
Proposal 2 - Ratification of Appointment of Independent Registered Public Accounting Firm  12
Proposal 3 – Advisory Vote on Executive Compensation  14
Proposal 4 – Advisory Vote on the Frequency of an Advisory Vote on Executive Compensation  15
Proposal 5 – Approval of Amended and Restated 2008 Equity Incentive Plan  16

CORPORATE GOVERNANCE AND BOARD STRUCTURE  23
Corporate Governance  23
Corporate Governance Guidelines  23
Code of Ethics  23
Corporate Website  23
Board Policy on Majority Voting for Directors  24
Role of the Board in Oversight of the Company’s Risks  24
Communications to Directors  24
Board Structure and Director Nominations  26
Board Structure and Meetings  26
Criteria for Board Members  26
Director Nomination Process  27
Internal Process for Identifying Candidates  27
Proposals for Director Nominees by Stockholders  27
Evaluation of Candidates  28
Director Independence  29
Review of Director Independence  29
Determination of Director Independence  29
Standards of Director Independence  30
Committees of the Board of Directors  30
Committee Memberships and Meetings  30
Audit Committee  31
Compensation Committee  31
Compliance/Quality of Care Committee  32
Finance Committee  33
Nominating/Corporate Governance Committee  33
Compensation of Directors  35
Indemnification and Exculpation  36

AUDIT COMMITTEE REPORT  36

COMPENSATION COMMITTEE MATTERS  37

Edgar Filing: HEALTHSOUTH CORP - Form DEF 14A

7



Scope of Authority  37
Role of Compensation Consultant  37
Role of Executive Officers and Management  38
Compensation Committee Interlocks and Insider Participation  38
Compensation Committee Report  38

Edgar Filing: HEALTHSOUTH CORP - Form DEF 14A

8



Table of Contents
EXECUTIVE COMPENSATION  39
Compensation Discussion and Analysis  39
Executive Summary  39
Compensation Philosophy  40
Determining Compensation  40
Elements of Executive Compensation  42
Changes to Our Compensation Program in 2011  48
Equity Ownership Guidelines for Management  49
Compensation Recoupment Policy  49
Perquisites Philosophy  50
Severance Arrangements  50
Tax Implications of Executive Compensation  51
Summary Compensation Table  53
Grants of Plan-Based Awards During 2010  55
Letter of Understanding with Jay Grinney  56
Potential Payments upon Termination of Employment  57
Outstanding Equity Awards at December 31, 2010  59
Options Exercised and Stock Vested in 2010  60
Equity Compensation Plans  60
2008 Equity Incentive Plan  61
1998 Restricted Stock Plan  61
2004 Amended and Restated Director Incentive Plan  61
2005 Equity Incentive Plan  61
2002 Non-Executive Stock Option Plan  62
Deferred Compensation  62
Retirement Investment Plan  62
Nonqualified Deferred Compensation Plan  62

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS  64
Review and Approval of Transactions with Related Persons  64
Transactions with Related Persons  64

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT  65

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE  66

EXECUTIVE OFFICERS  67

GENERAL INFORMATION  68

Edgar Filing: HEALTHSOUTH CORP - Form DEF 14A

9



Table of Contents
HEALTHSOUTH CORPORATION

PROXY STATEMENT

INTRODUCTION

The annual meeting of stockholders of HealthSouth Corporation, a Delaware corporation (“HealthSouth,” or also “we,” “us,”
“our,” or the “Company”), will be held on May 5, 2011, beginning at 11:00 a.m., central time, at our principal executive
offices located at 3660 Grandview Parkway, Birmingham, Alabama 35243. We encourage all of our stockholders to
vote at the annual meeting, and we hope the information contained in this document will help you decide how you
wish to vote at the annual meeting.

COMMONLY ASKED QUESTIONS

Why did I receive these proxy materials?

We are furnishing this proxy statement in connection with the solicitation by our board of directors of proxies to be
voted at our 2011 annual meeting and at any adjournment or postponement. At our annual meeting, stockholders will
act upon the following proposals:

•  To elect ten directors to the board of directors to serve until our 2012 annual meeting of stockholders;

•  To ratify the appointment by the Audit Committee of our board of directors of PricewaterhouseCoopers LLP as our
independent registered public accounting firm;

•  To approve, on an advisory basis, the compensation of the named executive officers, as disclosed in this proxy
statement for the 2011 Annual Meeting;

•  To vote, on an advisory basis, as to whether the above “say-on-pay” advisory vote should occur every one, two, or
three years;

•  To approve the Amended and Restated 2008 Equity Incentive Plan; and

•  To transact such other business as may properly come before the 2011 annual meeting of stockholders and any
adjournment or postponement.

These proxy solicitation materials are being sent to our stockholders on or about April 4, 2011.

What do I need to attend the meeting?

Attendance at the 2011 annual meeting of stockholders is limited to stockholders. Registration will begin at 10:00 a.m.
central time and each stockholder will be asked to present a valid form of personal identification. Cameras, recording
devices and other electronic devices will not be permitted at the meeting. Additional rules of conduct regarding the
meeting will be provided at the meeting.

Who is entitled to vote at the meeting?

The board of directors has determined that those stockholders who are recorded in our record books as owning shares
of our common stock or preferred stock as of the close of business on March 8, 2011, are entitled to receive notice of
and to vote at the annual meeting of stockholders. As of the record date, there were 95,180,871 shares of our common
stock issued and outstanding and 400,000 shares of our 6.50% Series A Convertible Perpetual Preferred Stock issued
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and outstanding. Your shares may be (1) held directly in your name as the stockholder of record or (2) held for you as
the beneficial owner through a stockbroker, bank or other nominee, or both. Our common stock and our preferred
stock are our only classes of outstanding voting securities. Each share of common stock
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and preferred stock is entitled to one vote on each matter properly brought before the annual meeting. Our common
stock and preferred stock vote together as a class.

What is the difference between holding shares as a stockholder of record and as a beneficial owner?

Most of our stockholders hold their shares through a stockbroker, bank or other nominee rather than directly in their
own name. As summarized below, there are some distinctions between shares held of record and those owned
beneficially.

Stockholder of Record. If your shares are registered directly in your name with our transfer agent, Computershare
Trust Company, N.A., you are considered, with respect to those shares, the stockholder of record, and these proxy
materials are being sent directly to you by us. As the stockholder of record, you have the right to grant your voting
proxy directly to us or to vote in person at the meeting. We have enclosed a proxy card for you to use.

Beneficial Owner. If your shares are held in a stock brokerage account or by a bank or other nominee, you are
considered the beneficial owner of shares held in street name, and these proxy materials are being forwarded to you by
your broker, bank, or nominee which is considered, with respect to those shares, the stockholder of record. As the
beneficial owner, you have the right to direct your broker on how to vote and are also invited to attend the meeting.
However, because you are not the stockholder of record, you may not vote these shares in person at the meeting unless
you obtain a signed proxy from the record holder giving you the right to vote the shares. Your broker, bank, or
nominee has enclosed or provided a voting instruction card for you to use in directing the broker or nominee how to
vote your shares. If you do not provide the stockholder of record with voting instructions, your shares will constitute
broker non-votes. The effect of broker non-votes is more specifically described in “What vote is required to approve
each item?” below.

How can I vote my shares in person at the meeting?

Shares held directly in your name as the stockholder of record may be voted in person at the annual meeting.
Submitting your proxy by telephone, by internet or by mail will in no way limit your right to vote at the annual
meeting if you later decide to attend in person.

Shares held beneficially in street name may be voted in person by you only if you obtain a signed proxy from the
record holder giving you the right to vote the shares. Owners of shares held in street name that expect to attend and
vote at the meeting should contact their broker, bank or nominee as soon as possible to obtain the necessary proxy.

Even if you currently plan to attend the annual meeting, we recommend that you also submit your proxy as described
below so that your vote will be counted if you later decide not to attend the meeting.

How can I vote my shares without attending the meeting?

Whether you hold shares directly as the stockholder of record or beneficially in street name, you may direct your vote
without attending the meeting. You may vote by granting a proxy or, for shares held in street name, by submitting
voting instructions to your broker, bank, or nominee.

Please refer to the summary instructions below and those included on your proxy card or, for shares held in street
name, the voting instruction card included by your broker, bank, or nominee. The internet and telephone voting
procedures established for our stockholders of record are designed to authenticate your identity, to allow you to give
your voting instructions, and to confirm those instructions have been properly recorded. Internet and telephone voting
for stockholders of record will be available 24 hours a day, and will close at 11:59 p.m. eastern time on May 4, 2011.
The availability of internet and telephone voting for beneficial owners will depend on the voting processes of your
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•  BY INTERNET – If you have internet access, you may submit your proxy from any location in the world by
following the “internet” instructions on the proxy card. Please have your proxy card in hand when accessing the web
site.

•  BY TELEPHONE – If you live in the United States, Puerto Rico, or Canada, you may submit your proxy by
following the “telephone” instructions on the proxy card. Please have your proxy card in hand when you call.

•  BY MAIL – You may do this by marking, signing, and dating your proxy card or, for shares held in street name, the
voting instruction card included by your broker, bank, or nominee and mailing it in the accompanying enclosed,
pre-addressed envelope. If you provide specific voting instructions, your shares will be voted as you instruct. If you
do not have the pre-addressed envelope available, please mail your completed proxy card to Vote Processing, c/o
Broadridge, 51 Mercedes Way, Edgewood, NY 11717.

If you cast your vote in any of the ways set forth above, your shares will be voted in accordance with your voting
instructions unless you validly revoke your proxy. We do not currently anticipate that any other matters will be
presented for action at the annual meeting. If any other matters are properly presented for action, the persons named
on your proxy will vote your shares on these other matters in their discretion, under the discretionary authority you
have granted to them in your proxy.

Can I access the proxy statement and annual report on the internet?

Yes. This proxy statement, the form of proxy card and our Annual Report on Form 10-K for the year ended December
31, 2010 (the “2010 Form 10-K”) are available at http://www.proxyvote.com. If you are a stockholder of record and
would like to access future Company proxy statements and annual reports electronically instead of receiving paper
copies in the mail, there are several ways to do this. You can mark the appropriate box on your proxy card or follow
the instructions if you vote by telephone or the internet. If you choose to access future proxy statements and annual
reports on the Internet, you will receive a proxy card in the mail next year with instructions containing the internet
address for those materials. Your choice will remain in effect until you advise us otherwise. If you have internet
access, we hope you make this choice. Receiving future annual reports and proxy statements via the internet will be
simpler for you, will save the Company money and is friendlier to the environment.

A copy of our 2010 Form 10-K and the proxy materials are also available without charge from the “Investors” section of
our website at http://investor.healthsouth.com. The 2010 Form 10-K and the proxy materials are also available in print
to stockholders without charge and upon request, addressed to HealthSouth Corporation, 3660 Grandview Parkway,
Suite 200, Birmingham, Alabama 35243, Attention: Corporate Secretary.

Rules adopted by the Securities and Exchange Commission permit the Company to provide stockholders with proxy
materials electronically instead of in paper form, even if they have not made an election to receive the material
electronically. If we decide to take advantage of this electronic delivery alternative in the future, stockholders will
receive a Notice of Internet Availability of Proxy Materials with instructions on how to access the material on the
internet.

Can I change my vote after I submit my proxy?

Yes. Even after you have submitted your proxy, you may change your vote at any time prior to the close of voting at
the annual meeting by:

•  filing with our Corporate Secretary at 3660 Grandview Parkway, Suite 200, Birmingham, Alabama 35243 a signed,
original written notice of revocation dated later than the proxy you submitted,
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•  voting by telephone or internet on a later date, or

•  attending the annual meeting and voting in person.

In order to revoke your proxy, we must receive an original notice of revocation of your proxy at the address in the first
bullet above sent by U.S. mail or overnight courier. You may not revoke your proxy by any other means. If you grant
a proxy, you are not prevented from attending the annual meeting and voting in person. However, your attendance at
the annual meeting will not by itself revoke a proxy you have previously granted; you must vote in person at the
annual meeting to revoke your proxy.

If your shares are held by a broker, bank or other nominee, you may revoke your proxy by following the instructions
provided by your broker, bank, or nominee.

All shares that have been properly voted and not revoked will be voted at the annual meeting.

What is “householding” and how does it affect me?

In accordance with notices previously sent to stockholders, we are delivering one annual report that includes a proxy
statement in a single envelope addressed to all stockholders who share a single address unless they have notified us
they wish to “opt out” of the program known as “householding.” Under this procedure, stockholders of record who have
the same address and last name receive only one copy of proxy materials. Householding is intended to reduce our
printing and postage costs and material waste. WE WILL DELIVER A SEPARATE COPY OF THE ANNUAL
REPORT OR PROXY STATEMENT PROMPTLY UPON WRITTEN OR ORAL REQUEST. You may request a
separate copy by contacting the office of investor relations at 3660 Grandview Parkway, Suite 200, Birmingham,
Alabama 35243, or by calling (205) 968-6400.

If you are a beneficial stockholder and you choose not to have the aforementioned disclosure documents sent to a
single household address as described above, you must “opt-out” by writing to Broadridge Financial Solutions, Inc.,
Householding Department, 51 Mercedes Way, Edgewood, New York 11717 or by calling 1-800-542-1061, and we
will cease householding all such disclosure documents within 30 days. If we do not receive instructions to remove
your account(s) from this service, your account(s) will continue to be householded until we notify you otherwise. If
you own shares in nominee name (such as through a broker), information regarding householding of disclosure
documents should have been forwarded to you by your broker.

Is there a list of stockholders entitled to vote at the meeting?

A complete list of stockholders entitled to vote at the meeting will be open for examination by our stockholders for
any purpose germane to the meeting, during regular business hours, for ten days prior to the meeting, at the meeting
place.

What constitutes a quorum to transact business at the meeting?

Before any business may be transacted at the annual meeting, a quorum must be present. The presence at the annual
meeting, in person or by proxy, of the holders of a majority of the shares of all of our capital stock outstanding and
entitled to vote on the record date will constitute a quorum. At the close of business on the record date, 95,180,871
shares of our common stock and 400,000 shares of our preferred stock were issued and outstanding. Proxies received
but marked as abstentions and broker non-votes will be included in the calculation of the number of shares considered
to be present at the annual meeting for purposes of a quorum.

What is the recommendation of the board of directors?

Edgar Filing: HEALTHSOUTH CORP - Form DEF 14A

16



Our board of directors unanimously recommends a vote:
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4

Edgar Filing: HEALTHSOUTH CORP - Form DEF 14A

17



Table of Contents
•  “FOR” the ratification of the appointment of PricewaterhouseCoopers LLP as HealthSouth’s independent registered
public accounting firm.

•  “FOR” the approval of the compensation of our named executive officers, as disclosed in this proxy statement pursuant
to the compensation disclosure rules of the Securities and Exchange Commission.

•  “ONE YEAR” for the frequency with which stockholders are provided an advisory vote on executive compensation, as
disclosed pursuant to the compensation disclosure rules of the Securities and Exchange Commission.

•  “FOR” the approval of the Amended and Restated 2008 Equity Incentive Plan.

With respect to any other matter that properly comes before the annual meeting, the proxy holders will vote in
accordance with their judgment on such matter.

What vote is required to approve each item?

The vote requirements for the proposals are as follows: 

•  Each nominee for director named in Proposal One will be elected if the votes for the nominee exceed 50% of the
number of votes cast with respect to such nominee. Votes cast with respect to a nominee will include votes to
withhold authority but will exclude abstentions and broker non-votes.

•  The ratification of the appointment of PricewaterhouseCoopers LLP as our independent registered public accounting
firm will be approved if the votes cast for the proposal exceed those cast against the proposal. Broker non-votes will
not be counted as votes cast for or against the proposal.

•  The Amended and Restated 2008 Equity Incentive Plan will be approved if the votes cast for the proposal exceed
those cast against the proposal. Broker non-votes will not be counted as votes cast for or against the proposal.

Please note that “say-on-pay,” Proposal Three, and “say-when-on-pay,” Proposal Four, votes are only advisory in nature
and have no binding effect on the Company or our board of directors. Our board of directors will consider Proposal
Three approved if the votes cast in favor of each such proposal to exceed the votes cast against such proposal. Broker
non-votes will not be counted as votes cast for or against the proposal.

A “broker non-vote” occurs when a bank, broker or other holder of record holding shares for a beneficial owner does not
vote on a particular proposal because that holder does not have discretionary voting power for that particular item and
has not received instructions from the beneficial owner. If you are a beneficial owner, your bank, broker or other
holder of record is permitted to vote your shares on the ratification of the independent registered public accounting
firm even if the record holder does not receive voting instructions from you. Absent instructions from you, the record
holder may not vote on any “non-discretionary” matter including a director election, an equity compensation plan, a
matter relating to executive compensation, or any stockholder proposal. In that case, without your voting instructions,
a broker non-vote will occur. An “abstention” will occur at the annual meeting if your shares are deemed to be present at
the annual meeting, either because you attend the annual meeting or because you have properly completed and
returned a proxy, but you do not vote on any proposal or other matter which is required to be voted on by our
stockholders at the annual meeting. You should consult your broker if you have questions about this.

The affirmative vote of at least a majority of our issued and outstanding shares present, in person or by proxy, and
entitled to vote at the annual meeting will be required to approve any stockholder proposal validly presented at a
meeting of stockholders. Under applicable Delaware law, in determining whether any stockholder proposal has
received the requisite number of affirmative votes, abstentions will be counted and will have the same
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