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HERMAN MILLER, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Dollars in Millions, Except Per Share Data)

(Unaudited)

Net sales

Cost of sales

Gross margin

Operating Expenses:

Selling, general, and administrative
Restructuring and impairment expenses
Design and research

Total operating expenses
Operating earnings (loss)

Other expenses:

Interest expense

Other, net

Earnings (loss) before income taxes and equity

income
Income tax expense (benefit)

Equity earnings from nonconsolidated affiliates,

net of tax
Net earnings (loss)

Earnings (loss) per share — basic
Earnings (loss) per share — diluted
Dividends declared, per share

Other comprehensive income, net of tax
Foreign currency translation adjustments

Pension and post-retirement liability adjustments 86.2

Total other comprehensive income
Comprehensive income

Three Months Ended
November 30, December 1,
2013 2012
$470.5 $441.8
351.6 293.3
118.9 148.5
223.6 115.1
4.0 0.7
16.5 15.2
244.1 131.0
(125.2 17.5
4.3 4.4
(0.2 0.2
(129.3 12.9
(48.6 4.5
0.1 —
$(80.6 $8.4
$(1.37 $0.14
$(1.37 $0.14
$0.125 $0.090
2.8 (0.2
11.0
89.0 10.8
$8.4 $19.2

See accompanying notes to condensed consolidated financial statements.

Six Months Ended
November 30, December 1,
2013 2012
$938.6 $891.5
649.7 593.3
288.9 208.2
338.0 216.2
4.0 1.2
33.0 29.0
375.0 246.4
(86.1 ) 51.8
8.8 8.6
(0.1 ) 0.3
(94.8 ) 42.9
(36.6 ) 14.6
0.1 —
$(58.1 ) $28.3
$(0.99 ) $0.49
$(0.99 ) $0.48
$0.250 $0.180
) $2.1 $2.6
87.6 12.6
89.7 15.2
$31.6 $43.5
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HERMAN MILLER, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in Millions Except Share Data)

(Unaudited)

ASSETS

Current Assets:

Cash and cash equivalents
Marketable securities

Accounts receivable, net
Inventories, net

Prepaid expenses and other

Total current assets

Property and equipment, at cost
Less — accumulated depreciation
Net property and equipment
Goodwill

Indefinite-lived intangibles

Other amortizable intangibles, net
Other noncurrent assets

Total Assets

LIABILITIES & STOCKHOLDERS' EQUITY

Current Liabilities:

Accounts payable

Accrued compensation and benefits
Accrued warranty

Other accrued liabilities

Total current liabilities

Long-term debt

Pension and post-retirement benefits

Other liabilities
Total Liabilities
Stockholders' Equity:

Preferred stock, no par value (10,000,000 shares authorized, none

issued)

Common stock, $0.20 par value (240,000,000 shares authorized)

Additional paid-in capital
Retained earnings

Accumulated other comprehensive loss
Key executive deferred compensation plans

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

November 30, 2013

$73.3
11.6
178.3
81.3
59.1
403.6
770.1
(581.0
189.1
228.1
62.3
46.0
27.7
$956.8

$133.8
58.4
24.8
78.9
295.9
250.0
15.3
48.2
609.4

11.8
114.0
258.1
(34.6
1.9
3474
$956.8

See accompanying notes to condensed consolidated financial statements.

4

June 1, 2013

$82.7
10.8
178.4
76.2
51.2
399.3
765.3

) (581.2

184.1
227.0
62.3
48.0
25.8
$946.5

$130.1
65.9
24.8
69.2
290.0
250.0
39.6
474
627.0

11.7
102.9
331.1

) (124.3
) (1.9

319.5
$946.5




Edgar Filing: MILLER HERMAN INC - Form 10-Q

HERMAN MILLER, INC.

CONDENSED CONSOLIDATED STATEMENTS OF

CASH FLOWS
(Dollars in Millions)
(Unaudited)

Cash Flows from Operating Activities:
Net earnings (loss)

Adjustments to reconcile net earnings (loss) to net cash provided

by operating activities:
Depreciation and amortization
Stock-based compensation

Excess tax benefits from stock-based compensation

Pension and post-retirement expenses
Deferred taxes

Gain on sales of property and dealers
Restructuring and impairment expenses
Other, net

Increase in current assets

Increase (decrease) in current liabilities
Decrease in non-current liabilities

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities:
Proceeds from sales of property and dealers
Marketable securities purchases
Marketable securities sales

Acquisitions, net of cash received

Capital expenditures

Other, net

Net Cash Used in Investing Activities

Cash Flows from Financing Activities:
Dividends paid

Proceeds from notes payable

Common stock issued

Common stock repurchased and retired

Excess tax benefits from stock-based compensation
Payment of contingent consideration obligation

Other, net
Net Cash Used in Financing Activities

Effect of Exchange Rate Changes on Cash and Cash Equivalents
Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Period

Cash and Cash Equivalents, End of Period

Six Months Ended
November 30, 2013

$(58.1

21.6
5.6
0.8
116.4
(49.0
0.3
4.0
0.3
(11.9
6.0
(6.3
27.5

(3.2
2.5
(5.9
(20.0
0.3
(26.3

14.7

8.9
4.1
0.8
1.3
0.1
(10.3

0.3
9.4

82.7
$73.3

December 1, 2012

$28.3

19.0
39

24.0

1.2
(6.7
(14.9
1.4
(6.1
473

0.9
1.4
1.5
1.7
(29.1

(29.8
(6.5
24

0.8
0.4

3.7

0.3
13.5

172.2
$185.7

~— N
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See accompanying notes to condensed consolidated financial statements.
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HERMAN MILLER, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION

The condensed consolidated financial statements have been prepared by Herman Miller, Inc. (“the company”), in
accordance with accounting principles generally accepted in the United States of America ("U.S. GAAP") for interim
financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do
not include all of the information and footnotes required by accounting principles generally accepted in the United
States of America for complete financial statements. Management believes the disclosures made in this document are
adequate with respect to interim reporting requirements.

The accompanying unaudited condensed consolidated financial statements, taken as a whole, contain all adjustments
which are of a normal recurring nature necessary to present fairly the financial position of the company as of
November 30, 2013, and the results of its operations and cash flows for the interim periods presented. Operating
results for the three and six-month periods ended November 30, 2013, are not necessarily indicative of the results that
may be expected for the year ending May 31, 2014. It is suggested that these condensed consolidated financial
statements be read in conjunction with the financial statements and notes thereto included in the company's Form
10-K filing for the year ended June 1, 2013.

2. NEW ACCOUNTING STANDARDS

Recently Adopted Accounting Guidance

During the first quarter of fiscal 2014, the company adopted Accounting Standards Update ("ASU") 2013-02,
"Comprehensive Income (ASC Topic 220): Reporting of Amounts Reclassified Out of Accumulated Other
Comprehensive Income," which requires entities to provide information about the amounts reclassified out of
accumulated other comprehensive income by component. In addition, entities are required to present, either on the
face of the statement where net income is presented or in the notes, significant amounts reclassified out of
accumulated other comprehensive income by the respective line items of net income but only if the amount
reclassified is required under U.S. GAAP to be reclassified to net income in its entirety in the same reporting period.
For other amounts that are not required under U.S. GAAP to be reclassified in their entirety to net income, entities are
required to cross-reference to other disclosures required under U.S. GAAP that provide additional detail on these
amounts. Refer to Note 14 for the disclosures related to this adoption.

Accounting Guidance Issued But Not Adopted as of November 30, 2013

In July 2013, the Financial Accounting Standards Board issued ASU 2013-11, "Income Taxes (Topic 740):
Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax
Credit Carryforward Exists," which defines the presentation requirements of an unrecognized tax benefit, or a portion
of an unrecognized tax benefit, in the financial statements. This ASU is effective for fiscal years, and interim periods
within those years, beginning after December 15, 2013. Early adoption is permitted and retrospective application is
permitted, but not required. The Company is currently evaluating the impact of adopting this guidance.

3. FISCAL YEAR

The company's fiscal year ends on the Saturday closest to May 31. Fiscal 2014, the year ending May 31, 2014, and
fiscal 2013, the year ended June 1, 2013, each contain 52 weeks. The second quarter of fiscal 2014 and fiscal 2013
each contained 13 weeks.

4. ACQUISITIONS AND DIVESTITURES

China Manufacturing and Distribution Acquisition

On September 30, 2013, the company acquired certain assets from Dongguan Sun Hing Steel Furniture Factory Ltd
(DGSH) which together, constituted the acquisition of a business. The acquired business is a manufacturing and
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distribution operation in Dongguan, China. Subject to the finalization of certain post-closing adjustments,
consideration transferred to acquire the net assets of DGSH consisted of $8.0 million in cash, of which $5.9 million
was paid during the second quarter of fiscal 2014. The final payment is expected to be made in the third quarter of
fiscal 2014.

Maharam Acquisition

On April 23, 2013, the company entered into an agreement to purchase Maharam Fabric Corporation (Maharam), a
New York-based, global designer and provider of high quality interior textiles for commercial, healthcare, and
residential interiors. The company pursued the acquisition of Maharam in order to reinforce and accelerate Herman
Miller’s Specialty and Consumer initiative and support further opportunities in commercial markets.

The company closed the transaction on April 29, 2013 for consideration of $155.8 million, and the company estimates
it will receive future tax benefits with a present value of approximately $20 million.
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The following table summarizes the fair values of the assets acquired and the liabilities assumed from Maharam on
April 29, 2013. There have been no fair value adjustments since the date of acquisition through the end of the second
quarter. The allocation of the purchase price is still considered preliminary and is based upon valuation information
available and estimates made at April 29, 2013. The company is still finalizing information related to the valuation of
intangible assets, deferred income taxes and goodwill as well as the allocation of the goodwill among its reportable
business segments, and expects to finalize these matters within the measurement period, which is currently expected
to remain open into the fourth quarter of fiscal 2014.

Valuation as of April 29, 2013

(In millions) Fair Value
Purchase price $155.8
Fair value of the assets acquired:

Accounts receivable 11.1
Inventory 14.1
Other current assets 4.4
Investments in nonconsolidated affiliates 43
Other intangible assets 424
Goodwill 80.7
Property 12.1
Long term deferred tax asset 1.6
Other assets 0.2
Total assets acquired 170.9
Fair value of liabilities assumed:

Accounts payable 6.5
Current deferred tax liabilities 1.6
Accrued compensation and benefits 4.7
Other accrued liabilities 1.0
Other long term liabilities 1.3
Total liabilities assumed 15.1
Net assets acquired $155.8

The goodwill stemming from the transaction in the amount of $80.7 million was preliminarily recorded as "Goodwill"
in the Condensed Consolidated Balance Sheet and allocated to the North American Furniture Solutions and the
Specialty and Consumer reportable segments. The amounts were allocated based on the expected synergies to be
realized by the reportable segments that will benefit from combining the operations of Maharam into the company.
The goodwill amounts allocated to the reportable segments were as follows:

Goodwill Segment Allocation from the Maharam Acquisition

(In millions) Fair Value
North American Furniture Solutions $31.9
Specialty and Consumer 48.8

Total Goodwill $80.7

Intangible assets acquired as a result of the acquisition of Maharam were preliminarily valued at $42.4 million. These
amounts are reflected in the values presented in the table below:

7
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Intangible Assets Acquired from the Maharam Acquisition

(In millions) Fair Value Useful Life
Trade name $23.0 Indefinite
Designs and patterns 3.1 5

Specifier and customer relationships 16.0 20
Non-compete agreements 0.3 2

Total Intangible Assets Acquired $42.4

The following table provides net sales and results of operations from the Maharam acquired businesses included in the
company’s results since the April 29, 2013 acquisition. Included in the results for the six months ended November 30,
2013 from Maharam was an increase in cost of sales of $1.4 million related to the fair value step-up of inventories
acquired. The increase in cost of sales related to the fair value step-up of inventories acquired for the three months
ended November 30, 2013 was zero. For the period beginning on the acquisition date and ending on June 1, 2013, the
amount of the increase in cost of sales related to the fair value step-up of inventories acquired was $0.7 million.
Maharam Results of Operations

(In millions) April 29, 2013 - Three Months Ended Six Months Ended
June 1, 2013 November 30, 2013 November 30, 2013

Net sales $10.6 $27.5 $54.8

Net income (loss) (0.1 )1.5 2.3

Divestitures

During the second quarter of fiscal 2014, the company completed the sale of one wholly-owned contract furniture
dealership in Arkansas. The effect of this transaction on the company's consolidated financial statements was not
material. The company also completed the sale of one wholly-owned contract furniture dealership in Oregon during
the first quarter of fiscal 2014. The effect of this transaction on the company's consolidated financial statements was
also not material.

5. INVENTORIES, NET

(In millions) November 30, 2013 June 1, 2013
Finished goods $61.9 $57.5

Raw materials 19.4 18.7

Total $81.3 $76.2

Inventories are valued at the lower of cost or market and include material, labor, and overhead. The inventories of the
majority of domestic manufacturing subsidiaries are valued using the last-in, first-out method ("LIFO"). The
inventories of all other subsidiaries are valued using the first-in, first-out method ("FIFO").

6. GOODWILL AND INDEFINITE-LIVED INTANGIBLES
Goodwill and other indefinite-lived intangible assets included in the Condensed Consolidated Balance Sheets consist
of the following as of November 30, 2013 and June 1, 2013:
s Total Goodwill and
Indefinite-lived

(In millions) Goodwill Intangible Assets Indefinite-lived

Intangible Assets
June 1, 2013 $227.0 $62.3 $289.3
Foreign currency translation adjustments 0.5 — 0.5
Sale of owned dealer (0.1 ) — (0.1 )
Dongguan acquisition 0.7 — 0.7
November 30, 2013 $228.1 $62.3 $290.4

11
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7. EMPLOYEE BENEFIT PLANS

Pension Plans and Post-Retirement Medical Insurance

During the second quarter of fiscal 2014, the company settled the remaining obligations associated with its primary
domestic defined benefit pension plans. The company contributed a total of $48.6 million in cash to these plans during
the second quarter in order to cover the remaining unfunded liabilities. Plan participants received vested benefits from
the plan assets by electing either a lump sum distribution, roll-over contribution to other 401(k) or individual
retirement plans, or an annuity contract with a qualifying third-party provider. These payments resulted in the
settlement of the primary domestic defined benefit plans, thus relieving the company of any further obligation.

In connection with the termination of the primary domestic defined benefit plans, settlement charges of $158.2
million, before tax, were recorded during the second quarter of fiscal 2014. The settlement expenses included the
pre-tax reclassifications of actuarial gains and losses from accumulated other comprehensive income (loss) of $137.7
million, cash contributions to the plan of $48.6 million, net of the outstanding pension plan liability prior to
settlement. Cost of goods sold included $49.3 million of the settlement expense, while $108.9 million of the expense
was included in operating expenses.

Components of Net Periodic Benefit Costs

(In millions) Three Months Ended
Pension Benefits Other Post-Retirement Benefits
12\1001\/ 3e mber 30, December 1, 2012 I;(;) IV 3ember 30, December 1, 2012
Domestic:
Service cost $— $— $— $—
Interest cost 2.6 2.9 0.1 0.1
Expected return on plan assets (1.9 ) (3.2 ) — —
Net amortization loss 2.4 3.1 — —
Settlement loss recognized 158.2 16.0 — —
Net periodic benefit cost $161.3 $18.8 $0.1 $0.1
International:
Service cost $— $—
Interest cost 1.0 0.9
Expected return on plan assets (1.2 ) (1.2 )
Net amortization loss 0.4 0.4
Net periodic benefit cost $0.2 $0.1
Six Months Ended
Pension Benefits Other Post-Retirement Benefits
12\1001\/ 3e mber 30, December 1, 2012 1;(;)1\/ 3e mber 30, December 1, 2012
Domestic:
Service cost $— $1.9 $— $—
Interest cost 52 5.8 0.2 0.2
Expected return on plan assets (3.8 ) (6.3 ) — —
Net amortization loss 4.8 6.2 — 0.1
Settlement loss recognized 158.2 16.0 — —
Net periodic benefit cost $164.4 $23.6 $0.2 $0.3
International:
Service cost $— $—

13
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Interest cost 2.0 1.8

Expected return on plan assets 2.4 ) 2.4 )
Net amortization loss 0.8 0.7

Net periodic benefit cost $0.4 $0.1

9
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8. EARNINGS PER SHARE
The following table reconciles the numerators and denominators used in the calculations of basic and diluted earnings
per share (EPS).

Three Months Ended Six Months Ended
November 30, December 1, November 30, December 1,
2013 2012 2013 2012
Numerators:
Numerator for both basic and diluted
EPS, net earnings (loss) - in millions $(80.6 ) $84 $G8.1 ) $28.3
Denominators:
Denominator for basic EPS,
weighted-average common shares 58,923,648 58,373,256 58,825,377 58,345,979
outstanding
Potentially dilutive shares resulting from 344.965 . 322,546
stock plans
Denominator for diluted EPS 58,923,648 58,718,221 58,825,377 58,668,525
Antidilutive equity awards not included
in weighted-average common shares - 2,780,570 2,179,007 2,867,150 2,125,822
diluted

Restricted stock and restricted stock units granted to certain key employees of the company are included in the
denominator for diluted EPS. Each restricted stock unit represents one equivalent share of the company's common
stock to be awarded, free of restrictions, after the vesting period. However, these units do not entitle participants to the
rights of shareholders of common stock, such as voting rights, and they are forfeitable at all times prior to the vesting
date. Dividend-equivalent awards are credited and accumulate quarterly and are forfeitable at all times until vested.
The company has certain share-based payment awards that meet the definition of participating securities. The
company has evaluated the impact on EPS of all participating securities under the two-class method, noting the impact
on EPS was immaterial.

9. STOCK-BASED COMPENSATION

The company's stock-based compensation expense for the three month periods ended November 30, 2013 and
December 1, 2012 was $2.8 million and $2.1 million, respectively. The related income tax benefit was $1.0 million
and $0.7 million for the three month periods ended November 30, 2013 and December 1, 2012, respectively. For the
six months ended November 30, 2013 and December 1, 2012, compensation costs were $5.6 million and $3.9 million,
respectively. The related income tax effect for the respective six month periods was $2.0 million and $1.4 million,
respectively.

Stock-based compensation expense recognized in the Condensed Consolidated Statements of Comprehensive Income
for the three and six month periods ended November 30, 2013 and December 1, 2012 has been reduced for estimated
forfeitures, as it is based on awards ultimately expected to vest. Forfeitures are estimated at the time of grant and
revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates. Forfeitures are estimated
based on historical experience.

Stock Option Plans

The company has stock option plans under which options to purchase the company's stock are granted to employees

and non-employee directors and officers at a price not less than the market price of the company's common stock on

the date of grant. Under the current award program, all options become exercisable between one year and three years

15
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from date of grant and expire ten years from date of grant. Most options are subject to graded vesting with the related
compensation expense recognized on a straight-line basis over the requisite service period. The company estimated
the fair value of employee stock options on the date of grant using the Black-Scholes model.

Employee Stock Purchase Program

Under the terms of the company's Employee Stock Purchase Plan, 4 million shares of authorized common stock were
reserved for purchase by plan participants at 85 percent of the market price. The company recognizes pre-tax
compensation expense related to the market value discount.

Restricted Stock Grants

The company periodically grants restricted common stock to certain key employees. Shares are granted in the name of
the employee, who has all the rights of a shareholder, subject to certain restrictions on transferability and risk of
forfeiture. The grants are subject to either cliff-based or graded vesting over a period not exceeding five years, and are
subject to forfeiture if the employee ceases to be employed by the company for certain reasons. After the vesting
period, the risk of forfeiture and restrictions on transferability lapses. The company recognizes the related
compensation expense on a straight-line basis over the requisite service period.

10
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Restricted Stock Units

The company grants restricted stock units to certain key employees. The awards generally cliff-vest after a three or
five-year service period, with prorated vesting under certain circumstances and full or partial accelerated vesting upon
retirement. Each restricted stock unit represents one equivalent share of the company's common stock to be issued,
free of restrictions, after the vesting period. Compensation expense related to these awards is recognized over the
requisite service period. Dividend equivalent awards are credited quarterly. The units do not entitle participants the
rights of shareholders of common stock, such as voting rights, until shares are issued after the vesting period.

Performance Share Units

The company has granted performance share units to certain key employees. Each unit represents one equivalent share
of the company's common stock. The number of common shares ultimately issued in connection with these
performance share units is determined based on the company's financial performance over the related three-year
service period or the company's financial performance based on certain total shareholder return results as compared to
a selected group of peer companies. Compensation expense is determined based on the grant-date fair value and the
number of common shares projected to be issued, and is recognized over the requisite service period.

10. INCOME TAXES

The effective tax rates for the three months ended November 30, 2013 and December 1, 2012, were 37.6 percent and
34.9 percent, respectively. For the six months ended November 30, 2013 and December 1, 2012, the effective tax rates
were 38.7 percent and 33.9 percent, respectively. The increase in these rates in relation to the prior year resulted from
a shift in the relative mix of income and loss between the taxing jurisdictions. This change in mix was driven
primarily by legacy pension expenses recorded this quarter, which resulted in an income tax benefit recognized at the
company's U.S. income tax rate.

The company had income tax accruals associated with uncertain tax benefits totaling $1.4 million and $1.5 million as
of November 30, 2013 and December 1, 2012, respectively.

The company recognizes interest and penalties related to uncertain tax benefits through income tax expense in its
statement of comprehensive income. Interest and penalties recognized in the company's Condensed Consolidated
Statements of Comprehensive Income during the three months ended November 30, 2013 and December 1, 2012 were
negligible. As of November 30, 2013 and December 1, 2012, the company's recorded liability for potential interest
and penalties related to uncertain tax benefits totaled $0.6 million.

The company is subject to periodic audits by domestic and foreign tax authorities. Currently, the company is
undergoing routine periodic audits in both domestic and foreign tax jurisdictions. It is reasonably possible the amounts
of unrecognized tax benefits could change in the next 12 months as a result of the audits. Tax changes related to these
audits, if any, are not expected to be material to the company's Condensed Consolidated Statements of Comprehensive
Income.

For the majority of tax jurisdictions, the company is no longer subject to state, local or non-U.S. income tax
examinations by tax authorities for fiscal years before 2010.

11. FAIR VALUE MEASUREMENTS
The following describes the methods the company uses to estimate the fair value of financial assets and liabilities,
which have not significantly changed in the current period:

Available-for-sale securities — The company's available-for-sale marketable securities primarily include

mortgage-backed debt securities, government obligations and corporate debt securities and are recorded at fair value
using quoted prices for similar securities.

17
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Foreign currency exchange contracts — The company's foreign currency exchange contracts are valued using an
approach based on foreign currency exchange rates obtained from active markets. The estimated fair value of forward
currency exchange contracts is based on month-end spot rates as adjusted by market-based current activity.

11
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The following tables set forth financial assets and liabilities measured at fair value in the Condensed Consolidated
Balance Sheets and the respective pricing levels to which the fair value measurements are classified within the fair
value hierarchy as of November 30, 2013 and June 1, 2013.
(In millions) Fair Value Measurements

November 30, 2013 June 1, 2013

Quoted Prices with Quoted Prices with

Other Observable Inputs Icr)l t;lli:trSObservable
Financial Assets (Level 2) (Level 2)
Available-for-sale marketable securities:
Asset-backed securities $0.9 $0.8
Corporate securities 1.7 1.7
Government obligations 7.4 5.1
Mortgage-backed securities 1.6 32
Foreign currency forward contracts 0.5 0.3
Deferred compensation plan 5.8 4.8
Total $17.9 $15.9
Financial Liabilities
Foreign currency forward contracts $0.1 $0.3
Total $0.1 $0.3

The company does not hold any level 3 investments. The following is a summary of the carrying and market values of
the company's marketable securities as of the respective dates.
November 30, 2013

(In millions) Cost Un‘realized Unrealized Market
Gain Loss Value
Asset-backed securities $0.9 $— $— $0.9
Corporate securities 1.7 — — 1.7
Government obligations 7.4 — — 7.4
Mortgage-backed securities 1.6 — — 1.6
Total $11.6 $— $— $11.6
June 1, 2013
(In millions) Cost Un‘realized Unrealized Market
Gain Loss Value
Asset-backed securities $0.8 $— $— $0.8
Corporate securities 1.7 — — 1.7
Government obligations 5.1 — — 5.1
Mortgage-backed securities 32 — — 32
Total $10.8 $— $— $10.8

Adjustments to the fair value of available-for-sale securities are recorded as increases or decreases, net of income
taxes, within accumulated other comprehensive income (loss) in stockholders’ equity. The cost of securities sold is
based on the specific identification method; realized gains and losses resulting from such sales are included in the
Condensed Consolidated Statements of Comprehensive Income within "Other, net".
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The company reviews its investment portfolio for any unrealized losses that would be deemed other-than-temporary
and require the recognition of an impairment loss in earnings. If the cost of an investment exceeds its fair value, the
company evaluates, among other factors, general market conditions, the duration and extent to which the fair value is
less than its cost, the company's intent to hold the investment, and whether it is more likely than not that the company
will be required to sell the investment before recovery of the cost basis. The company also considers the type of
security, related industry and sector performance, and published investment ratings. Once a decline in fair value is
determined to be other-than-temporary, an impairment charge is recorded and a new cost basis in the investment is
established. If conditions within individual markets, industry segments, or macro-economic environments deteriorate,
the company could incur future impairments.

Maturities of debt securities included in marketable securities as of November 30, 2013, are as follows.

(In millions) Cost Fair Value
Due within one year $3.9 $3.9

Due after one year through five years 7.5 7.5

Due after five years through ten years 0.2 0.2

Total $11.6 $11.6

12. COMMITMENTS AND CONTINGENCIES

Product Warranties

The company provides warranty coverage to the end-user for parts and labor on products sold. The standard length of
warranty is 12 years; however, this varies depending on the product classification. The company does not sell or
otherwise issue warranties or warranty extensions as stand-alone products. Reserves have been established for the
various costs associated with the company's warranty program and are included in the Condensed Consolidated
Balance Sheets under “Accrued warranty.” General warranty reserves are based on historical claims experience and
other currently available information. These reserves are adjusted once an issue is identified and the actual cost of
correction becomes known or can be estimated.

(In millions) Three Months Ended Six Months Ended

I;I(;);/;mber 30, December 1, 2012 12\151\/;mber 30, ]2)Oelc§mber 1,
Accrual Balance — beginning $24.6 $23.6 $24.8 $22.2
Accrual for warranty matters 54 4.6 10.3 11.4
Settlements and adjustments (5.2 ) (4.8 ) (10.3 ) (10.2 )
Accrual Balance — ending $24.8 $23.4 $24.8 $23.4

Guarantees

The company is periodically required to provide performance bonds in order to do business with certain customers.
These arrangements are common and generally have terms ranging between one and three years. The bonds are
required to provide assurances to customers that the products and services they have purchased will be installed and/or
provided properly and without damage to their facilities. The bonds are provided by various bonding agencies;
however, the company is ultimately liable for claims that may occur against them. As of November 30, 2013, the
company had a maximum financial exposure related to performance bonds totaling approximately $10.3 million. The
company has no history of claims, nor is it aware of circumstances that would require it to pay under any of these
arrangements. The company also believes that the resolution of any claims that might arise in the future, either
individually or in the aggregate, would not materially affect the company's financial statements. Accordingly, no
liability has been recorded as of November 30, 2013 and June 1, 2013.

The company has entered into standby letter of credit arrangements for the purpose of protecting various insurance

companies against default on the payment of certain premiums and claims. A majority of these arrangements are
related to the company's wholly-owned captive insurance company. As of November 30, 2013, the company had a
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maximum financial exposure from these standby letters of credit totaling approximately $9.7 million. Of this amount,
approximately $7.3 million is considered usage against the company's revolving credit facility. The company has no
history of claims, nor is it aware of circumstances that would require it to perform under any of these arrangements
and believes that the resolution of any claims that might arise in the future, either individually or in the aggregate,
would not materially affect the company's financial statements. Accordingly, no liability has been recorded as of
November 30, 2013 and June 1, 2013.
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Contingencies

The company leases a facility in the U.K. under an agreement that expired in June 2011, and the company is currently
leasing the facility on a month-to-month basis. Under the terms of the lease, the company is required to perform the
maintenance and repairs necessary to address the general dilapidation of the facility. The ultimate cost of this
provision to the company is dependent on a number of factors including, but not limited to, the future use of the
facility by the lessor and whether the company chooses and is permitted to renew the lease term. The company has
estimated the cost of these maintenance and repairs to be between $0 million and $3.0 million, depending on the
outcome of future plans and negotiations. As a result, an estimated liability of $1.4 million and $1.3 million was
recorded under the caption “Other accrued liabilities” in the Condensed Consolidated Balance Sheets as of
November 30, 2013, and June 1, 2013, respectively.

The company is also involved in legal proceedings and litigation arising in the ordinary course of business. In the
opinion of management, the outcome of such proceedings and litigation currently pending will not materially affect
the company's consolidated financial statements.

13. DEBT

During the second quarter of fiscal 2012, the company entered into an amendment and restatement of the syndicated
revolving line of credit, which provides the company with up to $150 million in revolving variable interest borrowing
capacity and includes an "accordion feature" allowing the company to increase, at its option and subject to the
approval of the participating banks, the aggregate borrowing capacity of the facility by $75 million. The facility
expires in November 2016 and outstanding borrowings bear interest at rates based on the prime rate, federal funds
rate, LIBOR, or negotiated rates as outlined in the agreement. Interest is payable periodically throughout the period if
borrowings are outstanding. As of November 30, 2013 and June 1, 2013, total usage against this facility was $7.3
million and $7.7 million, respectively, all of which related to outstanding letters of credit.

During the second quarter of fiscal 2013, the company entered into a revolving line of credit, which provides the
company with approximately $5.0 million in revolving variable interest borrowing capacity. The company intends to
utilize the revolver, which is denominated in Chinese Renminbi, to meet working capital cash flow needs at its
Ningbo, China operations. The uncommitted facility is subject to changes in bank approval and outstanding
borrowings bear interest at rates based on a benchmark lending rate. Each draw on the line of credit is subject to a
maximum period of one year, and corresponding interest is payable on the maturity date of each draw. As of
November 30, 2013, there were no borrowings against this facility.

During the second quarter of fiscal 2014, the company entered into a revolving line of credit, which provides the
company with approximately $5.0 million in revolving variable interest borrowing capacity. The company intends to
utilize the revolver, which is denominated in Chinese Renminbi, to meet working capital cash flow needs at its South
China operations. The uncommitted facility is subject to changes in bank approval and outstanding borrowings bear
interest at rates based on a benchmark lending rate. As of November 30, 2013, there were no borrowings against this
facility.

14. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)
The following table provides an analysis of the changes in accumulated other comprehensive income (loss) for the six
months ended November 30, 2013 and December 1, 2012:

Six Months Ended
(In millions) November 30, December 1,
2013 2012
Cumulative translation adjustments at beginning of period $(14.0 ) $(13.0 )
Translation adjustments 2.1 2.6
Balance at end of period (11.9 ) (10.4 )
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Pension and other post-retirement benefit plans at beginning of period
Adjustments to pension and other post-retirement benefit plans
Reclassification to earnings - cost of sales (net of tax $(15.9), $(0.7))
Reclassification to earnings - operating expenses (net of tax $(35.7), $(6.6))
Balance at end of period

Total accumulated other comprehensive loss

14

(110.3
(2.0
27.6
62.0
22.7
$(34.6

) (127.6

) (0.4
14
11.6

) (115.0

) $(125.4
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15. RESTRUCTURING AND IMPAIRMENT ACTIVITIES

Due to the acquisition of a manufacturing and distribution operation in Dongguan, China in the second quarter of
2014, Herman Miller has decided not to pursue the construction of a new manufacturing and distribution facility on
property that it previously acquired in Ningbo, China. In connection with this decision, the company evaluated the fair
value of this property and recorded an asset impairment of $4.0 million during the second quarter. This impairment
charge was recorded to the "Restructuring and impairment expenses" line item within the Condensed Consolidated
Statements of Comprehensive Income. The impairment charge is included within the "Corporate" category within the
segment reporting.

In May 2012, the company announced a plan ("The 2012 Plan") to consolidate the Nemschoff manufacturing
operations in Sheboygan, Wisconsin with the closure of the Sioux Center, lowa seating plant. The 2012 Plan included
the consolidation of the Sheboygan manufacturing sites into one location. This plan reduced fixed costs and operating
expenses and improved operating performance and profitability. The 2012 Plan reduced the company's workforce in
North America by approximately 70 employees. No additional restructuring expenses are anticipated in future periods
for the 2012 Plan.

16. OPERATING SEGMENTS

The company's reportable segments consist of North American Furniture Solutions, Non-North American Furniture
Solutions, and Specialty and Consumer. The North American Furniture Solutions reportable segment includes the
operations associated with the design, manufacture, and sale of furniture products for work-related settings, including
office, education, and healthcare environments, throughout the United States and Canada. The business associated
with the company's owned contract furniture dealers is also included in the North American Furniture Solutions
reportable segment. The Non-North American Furniture Solutions reportable segment includes the operations
associated with the design, manufacture, and sale of furniture products, primarily for work-related settings for Europe,
Middle East and Africa (EMEA), Latin America, and Asia Pacific regions, as well as the consumer business. The
Specialty and Consumer reportable segment includes the operations associated with the design, manufacture, and sale
of high-end furniture products including Geiger wood products, Maharam textiles, Herman Miller Collection products
and the company's North American consumer business.

The company also reports a “Corporate” category consisting primarily of startup business and unallocated corporate
expenses including restructuring and impairment costs.

The accounting policies of the reportable operating segments are the same as those of the company. Additionally, the
company employs a methodology for allocating corporate costs and assets with the underlying objective of this
methodology being to allocate corporate costs according to the relative usage of the underlying resources and to
allocate corporate assets according to the relative expected benefit. The company has determined that allocation based
on relative net sales is appropriate. The majority of corporate costs are allocated to the operating segments; however,
certain costs generally considered the result of isolated business decisions are not subject to allocation and are
evaluated separately from the rest of the regular ongoing business operations. For example, restructuring charges that
are reflected in operating earnings are allocated to the “Corporate” category.
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The performance of the operating segments is evaluated by the company's management using various financial
measures. The following is a summary of certain key financial measures for the respective fiscal periods indicated.

Three Months Ended Six Months Ended
(In millions) November 30, 2013 December 1, 2012 November 30, 2013 December 1, 2012
Net Sales:
North American Furniture $297.1 $304.7 $615.3 $625.0
Solutions
Non—North American Furniture 103.1 98 184.7 187.4
Solutions
Specialty and Consumer 70.3 44.3 138.6 79.1
Corporate — — — —
Total $470.5 $441.8 $938.6 $891.5
Depreciation and Amortization:
North American Furniture $7.6 $7.8 $15.5 $15.6
Solutions
Non—North American Furniture 14 13 31 26
Solutions
Specialty and Consumer 1.5 0.4 3.0 0.8
Corporate — — — —
Total $10.5 $9.5 $21.6 $19.0
Operating Earnings (Loss):
North American Furniture $(119.0 ) $9.7 $(85.0 ) $36.6
Solutions
Non—North American Furniture 32 46 3.1 10.1
Solutions
Specialty and Consumer (10.2 ) 3.9 5.0 ) 6.3
Corporate 4.2 ) (0.7 ) (4.2 ) (1.2
Total $(125.2 ) $17.5 $(86.1 ) $51.8
Capital Expenditures:
North American Furniture $10.8 $92 $15.3 $18.0
Solutions
Non—North American Furniture 12 41 26 10.9
Solutions
Specialty and Consumer 1.5 0.1 2.1 0.2
Corporate — — — —
Total $13.5 $13.4 $20.0 $29.1
(In millions) November 30, 2013 June 1, 2013
Total Assets
North American Furniture Solutions $450.8 $427.8
Non—North American Furniture 248 5 750.9
Solutions
Specialty and Consumer 172.6 174.3
Corporate 84.9 93.5
Total $956.8 $946.5
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Total Goodwill
North American Furniture Solutions $136.0
Non-North American Furniture

Solutions 423
Specialty and Consumer 49.8
Corporate —
Total $228.1
16

$136.1
41.1
49.8

$227.0
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Item 2: Management's Discussion and Analysis of Financial Condition and Results of Operations

The following is management's discussion and analysis of certain significant factors that affected the company's
financial condition, earnings and cash flow during the periods included in the accompanying condensed consolidated
financial statements and should be read in conjunction with the company's Annual Report on Form 10-K for the fiscal
year ended June 1, 2013. References to “Notes” are to the footnotes included in the condensed consolidated financial
statements.

Discussion of Current Business Conditions
Net sales in the quarter totaled $470.5 million, an increase of 6.5 percent from the same quarter last fiscal year. New
orders in the second quarter were $502.9 million, 5.7 percent higher than the prior year period.

During the second quarter the company completed the process of terminating its primary domestic defined benefit
pension plans. This process involved the distribution of benefits to plan participants through the payment of lump-sum
cash distributions, roll-over payments to other retirement accounts, or the purchase of annuity contracts from a
third-party insurance company. These benefit distributions required Herman Miller to make a tax deductible cash
contribution of $48.6 million to the plans, an amount lower than the company's previous estimate. The settlement of
these liabilities triggered the recognition of pension settlement expenses in the quarter of $158.2 million. In total, the
company recognized $161.3 million and $18.8 million of legacy pension expenses in the second quarter of fiscal 2014
and 2013, respectively. Of these amounts, $111.0 million and $18.0 million respectively in fiscal 2014 and 2013 are
recorded within Operating expenses and the remaining portion is included in Cost of sales. For segment reporting
purposes, $144.3 million and $17.6 million of the second quarter fiscal 2014 and 2013 legacy pension expenses are
reflected in the company's North American Furniture Solutions business segment. The remaining portions are included
in the Specialty and Consumer segment.

As a result of these legacy pension expenses, Herman Miller reported a loss of $1.37 per share in the second quarter,
compared to earnings of $0.14 per share in the same quarter last fiscal year. Excluding the legacy pension impact and
restructuring and impairment expenses in each of the periods, Adjusted diluted earnings per share( D in the second
quarter totaled $0.42. This compares to Adjusted diluted earnings per share of $0.35 in the second quarter of fiscal
2013.

The company also announced an increase in its quarterly cash dividend to $0.14 per share payable in April 2014. This
change represents an increase of 12 percent from the current dividend payout of $0.125 per share.

Sales for the quarter within Herman Miller’s North American reportable segment were $297.1 million, a decrease of
2.5 percent from the same quarter last fiscal year. New orders in the second quarter of $333.7 million were 1.5 percent
higher than the year ago period. Growth within this segment continued to be challenged this quarter by reduced
demand from the U.S. federal government, where sales and orders both declined by more than 25 percent relative to
last fiscal year. The decrease in sales were also due to the impact of dealer divestitures and foreign currency
translation.

We continue to invest in our global Living Office product and service portfolio, a powerful, research-based point of
view grounded in new insights that is already helping our clients realize greater potential in their facilities and people.
Major new furniture platforms and work seating are moving forward on schedule and continue to garner positive
recognition, including national broadcast coverage, print features, and digital media praise. The new Living Office
furniture programs are also receiving positive reviews from select pilot customers. We anticipate the new systems to
begin standard order entry in the first half of calendar 2014. Our next generation Mirra 2 chair has begun to ship under
limited order entry status and will launch in full for both commercial and consumer markets in January 2014.
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This positive response to our latest designs are consistent with a recently released trade magazine survey of
commercial architects and interior designers, which has again confirmed Herman Miller’s position as the preeminent
brand for the largest product categories in our industry. This year we were named a #1 brand in the categories of
Furniture Systems, Work Seating, Healthcare furniture, and Textiles, as well as capturing multiple top-five
recognition in others. Nemschoff and Maharam were clear brand winners in their respective categories, demonstrating
that our most recent acquisitions were well targeted for industry leadership.

The Non-North American reportable segment reported net sales of $103.1 million for the quarter. This represents an
11.1 percent increase from the second quarter of fiscal 2013, with the largest contributors of this growth coming from
the EMEA and Latin American regions. New orders in the quarter of $104.4 million were up 3.7 percent on a
year-over-year basis. The apparent European economic recovery gives us optimism that we can build and maintain our
momentum in this market. In Latin America we continue to develop plans to expand our operational capabilities to
better serve the region and anticipate more opportunity as a result. In Asia, POSH marked an important strategic step
by completing the acquisition of a manufacturing and distribution operation in Dongguan, China. Going forward, this
provides us with expanded operational capabilities and an established workforce to serve China and greater Asia.

(1) Non-GAAP measurements; see accompanying reconciliations and explanations.
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Due to the acquisition in Dongguan, we have decided not to pursue the construction of a new manufacturing and
distribution facility on property that we previously acquired in Ningbo, China. In connection with this decision, we
evaluated the fair value of the property and recognized an asset impairment of $4.0 million during the second quarter.
This impairment has been recorded in our Corporate category for segment reporting purposes.

In our Specialty and Consumer segment, we recorded strong growth in quarterly sales and orders, up 59 percent and
40 percent respectively. This growth was driven by the addition of Maharam, where the team continues to prove their
strategic value and operational excellence. Adjusting for the impact from this acquisition, segment sales decreased 3
percent. Despite strong growth within our Herman Miller Collection business, total segment orders were down 17
percent from the second quarter of fiscal 2013. These decreases were partly driven by a reduction in large project
business at our Geiger subsidiary. We also took fewer orders this quarter from some of our large retail distributors
who, unlike last year, accelerated the timing of their holiday stocking orders into the first quarter. This timing shift
drove significant order growth last quarter within our consumer business, but resulted in a year-over-year decrease in
the second quarter. Year-to-date, including the first two weeks of December, orders at our consumer business are up
3.5 percent compared to the same period of last fiscal year.

Capital expenditures totaled $20 million for the six months ended November 30, 2013, a decrease of $9 million
compared to the six month period of fiscal 2013. As we move through the balance of the year, we expect capital
spending to ramp-up, particularly in support of planned manufacturing facility and equipment initiatives, new product
development, and showroom investments. We anticipate our full year capital spending to range between $50 million
and $55 million.

Looking forward, we generally share the view released in the recently revised BIFMA forecast and anticipate that
slow growth in calendar 2014 will improve through the next year, with a further strengthening of the economy and
accelerating furniture demand for 2015, both domestically and globally. Recent better than expected U.S. GDP and
job growth and signs of improving international conditions, particularly in Europe, are encouraging. These are
complemented by industry specific indicators, including a positive ABI (Architectural Billings Index), significant
commercial vacancy rates that encourage office additions and moves, and strong corporate profits and balance sheets
to support facilities spending. In total, we see strategic opportunities in an improving landscape, both domestically and
globally, and are working hard to strengthen Herman Miller’s position to our greater advantage.

The remaining sections within Item 2 include additional analysis of our three and six months ended November 30,
2013, including discussion of significant variances compared to the prior year period.

Reconciliation of Non-GAAP Financial Measures

This report contains references to Adjusted gross margin, Adjusted operating expenses, Adjusted operating earnings
and Adjusted earnings per share — diluted, all of which are Non-GAAP financial measures. Adjusted gross margin,
Adjusted operating expenses, Adjusted operating earnings and Adjusted earnings per share — diluted are calculated by
excluding from Gross Margin, Operating expenses, Operating earnings and Earnings per share — diluted items that we
believe are not indicative of our ongoing operating performance. Such items consist of expenses associated with
restructuring actions taken to adjust our cost structure to the current business climate, expenses related to the step-up
of inventory stemming from the acquisition of Maharam and expenses associated with the termination of the domestic
defined benefit pension plans, "legacy pension expenses". The legacy pension expenses include settlements caused by
the transition to a defined contribution program and the net periodic benefit expenses associated with the terminated
plans, subsequent to September 1, 2012. They also include incremental pension expenses in the first quarter of fiscal
2013 resulting from modifications made to the investment strategy of our defined benefit plan assets in order to
prepare for the termination process. We present Adjusted operating earnings and Adjusted earnings per share — diluted
because we consider them to be important supplemental measures of our performance and believe them to be useful in
analyzing ongoing results from operations.

Adjusted gross margin, Adjusted operating expenses, Adjusted operating earnings and Adjusted earnings per share —
diluted are not measurements of our financial performance under GAAP and should not be considered an alternative
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to Gross margin, Operating expenses, Operating earnings and Earnings per share — diluted under GAAP. Adjusted
gross margin, Adjusted operating expenses, Adjusted operating earnings and Adjusted earnings per share — diluted have
limitations as analytical tools and should not be considered in isolation or as a substitute for analysis of our results as
reported under GAAP. In addition, in evaluating Adjusted gross margin, Adjusted operating expenses, Adjusted
operating earnings and Adjusted earnings per share — diluted, you should be aware that in the future we may incur
expenses similar to the adjustments in this presentation. Our presentation of Adjusted gross margin, Adjusted

operating expenses, Adjusted operating earnings and Adjusted earnings per share — diluted should not be construed as
an indication that our future results will be unaffected by unusual or infrequent items. We compensate for these
limitations by providing prominence of our GAAP results and using Adjusted gross margin, Adjusted operating
expenses, Adjusted operating earnings and Adjusted earnings per share — diluted only as a supplement.
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The following table reconciles Gross margin to Adjusted gross margin for the periods indicated.

Three Months Ended Six Months Ended

(Dollars in millions) November 30, December 1, November 30, December 1,
2013 2012 2013 2012

Gross margin $118.9 $148.5 $288.9 $298.2

Percentage of net sales 25.3 %33.6 % 30.8 %33.4 %

Add: Inventory step-up expenses — — 1.4 —

Add: Legacy pension expenses 50.3 0.8 51.3 1.6

Adjusted gross margin $169.2 $149.3 $341.6 $299.8

Percentage of net sales 36.0 %33.8 % 36.4 %33.6 %

The following table reconciles Operating expenses to Adjusted operating expenses for the periods indicated.
Three Months Ended Six Months Ended

(Dollars in millions) November 30, December 1, November 30, December 1,
2013 2012 2013 2012

Operating expenses $244.1 $131.0 $375.0 $246.4

Percentage of net sales 51.9 %29.7 % 40.0 %27.6 %

Less: Restructuring and impairment expenses 4.0 0.7 4.0 1.2

Less: Legacy pension expenses 111.0 18.0 113.1 18.9

Adjusted operating expenses $129.1 $112.3 $257.9 $226.3

Percentage of net sales 274 %?25.4 % 27.5 %?25.4 %

The following table reconciles Operating earnings (loss) to Adjusted operating earnings for the periods indicated.
Three Months Ended Six Months Ended

(Dollars in millions) November 30, December 1, November 30, December 1,
2013 2012 2013 2012

Operating earnings (loss) $(125.2 ) $17.5 $(86.1 ) $51.8

Percentage of net sales (26.6 )% 4.0 % (9.2 )%5.8 %

Add: Restructuring and impairment expenses 4.0 0.7 4.0 1.2

Add: Inventory step-up expenses — — 1.4 —

Add: Legacy pension expenses 161.3 18.8 164.4 20.5

Adjusted operating earnings $40.1 $37.0 $83.7 $73.5

Percentage of net sales 8.5 % 8.4 % 8.9 % 8.2 %

The following table reconciles Earnings (loss) per share — diluted to Adjusted earnings per share — diluted for the periods
indicated.

Three Months Ended Six Months Ended
November 30, December 1, November 30, December 1,
2013 2012 2013 2012
Earnings (loss) per share — diluted $(1.37 )$0.14 $(0.99 )$0.48
Add: Restructuring and impairment expenses 0.05 0.01 0.05 0.02
Add: Inventory step-up expenses — — 0.01 —
Add: Legacy pension expenses 1.74 0.20 1.77 0.22
Adjusted earnings per share — diluted $0.42 $0.35 $0.84 $0.72
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Analysis of Second Quarter Results
The following table presents certain key highlights from the results of operations for the periods indicated.

(In millions, except per share data) Three Months Ended Six Months Ended
November 30, December 1, Percent November 30, December 1, Percent
2013 2012 Change 2013 2012 Change
Net sales $470.5 $441.8 6.5 % $938.6 $891.5 5.3 %
Cost of sales 351.6 293.3 19.9 % 649.7 593.3 9.5 %
Gross margin 118.9 148.5 (19.9 )% 288.9 298.2 3.1 Y%
Operating expenses 240.1 130.3 84.3 % 371.0 245.2 513 %
Restructuring and impairment 4.0 0.7 4714 % 4.0 12 2333 %
expenses
Total operating expenses 244.1 131.0 86.3 % 375.0 246.4 522 %
Operating earnings (loss) (125.2 ) 17.5 (8154 )% (86.1 ) 51.8 (266.2)%
Other expenses, net 4.1 4.6 (10.9 Y 8.7 8.9 22 Y
Earnings (loss) before income taxes g 3 ) 12.9 (1,102.3)% (94.8 ) 42.9 (321.0)%
and equity income
Income tax expense (benefit) (48.6 ) 4.5 (1,180.0)% (36.6 ) 14.6 (350.7)%
Equity earnings from
n(c)lnconsolidatid affiliates, net of tax 0.1 o n/a 0.1 o n/a
Net earnings (loss) $(80.6 ) $8.4 (1,059.5)% $(58.1 ) $28.3 (305.3)%
Earnings (loss) per share - diluted ~ $(1.37 ) $0.14 (1,078.6)% $(0.99 ) $0.48 (306.3)%
Orders $502.9 $475.8 5.7 % $974.1 $927.8 50 %
Backlog $307.9 $314.2 20 )%

The following table presents, for the periods indicated, select components of the company's Condensed Consolidated
Statements of Comprehensive Income as a percentage of net sales.

Three Months Ended Six Months Ended
November 30, December 1, November 30, December 1,
2013 2012 2013 2012

Net sales 100.0 % 100.0 % 100.0 % 100.0 %

Cost of sales 74.7 66.4 69.2 66.6

Gross margin 25.3 33.6 30.8 334

Operating expenses 51.0 29.5 39.5 27.5

Restructuring and impairment 0.9 02 0.4 01

expenses

Total operating expenses 51.9 29.7 40.0 27.6

Operating earnings (loss) (26.6 ) 4.0 (9.2 ) 5.8

Other expenses, net 0.9 1.0 0.9 1.0

Earnings (IQSS) before income taxes (275 ) 2.9 (10.1 ) 48

and equity income

Income tax expense (benefit) (10.3 ) 1.0 3.9 ) 1.6

Net earnings (loss) (17.1 ) 1.9 (6.2 ) 3.2
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Consolidated Sales

Sales for the fiscal 2014 second quarter and six month period compared to the same periods in fiscal 2013 increased
$28.7 million, or 6.5 percent, and $47.1 million, or 5.3 percent, respectively. The increase in both periods is primarily
attributable to the acquisition of Maharam in the fourth quarter of fiscal 2013, as well as increased sales volumes and
net changes in pricing. These increases were partially offset by the impact of dealer divestitures, the impact of foreign
currency changes, and a decrease in sales volumes to the U.S. federal government.

The following table presents the quantification of the changes in the fiscal 2014 second quarter net sales for the three
and six month periods compared to the same periods in fiscal 2013.

(In millions) Three Month Period Six Month Period
Second Quarter Fiscal 2013 Net sales $441.8 $891.5
Acquisitions and divestitures

Maharam acquisition 27.5 54.8

Dealer divestitures (6.9 ) (16.8 )
Impact from foreign currency (3.1 ) (5.0 )
Net changes in pricing 1.0 6.0

U.S. federal government volumes (7.7 ) (7.7 )
Change in other sales volumes 17.9 15.8

Second Quarter Fiscal 2014 Net sales $470.5 $938.6

Performance versus the Domestic Contract Furniture Industry

We monitor the trade statistics reported by BIFMA, the trade association for the U.S. domestic office furniture
industry, and consider them an indicator of industry-wide sales and order performance. BIFMA publishes statistical
data for the contract segment within the U.S. furniture market. The U.S. contract segment is primarily composed of
large to mid-size corporations serviced by a network of dealers. The office supply segment is primarily made up of
smaller customers serviced by wholesalers and retailers. We primarily participate, and believe we are a leader in, the
contract segment. While comparisons to BIFMA are important, we continue to pursue a strategy of revenue
diversification that makes us less reliant on the drivers that impact BIFMA and lessens our dependence on the U.S.
office furniture market.

We also use BIFMA statistical information as a benchmark for the performance of our domestic U.S. business (as
defined by BIFMA) and also to that of our competitors. The timing of large project-based business may affect
comparisons to this data. We remain cautious about reaching conclusions regarding changes in market share based on
analysis of data on a short term basis. Instead, we believe such conclusions should only be reached by analyzing
comparative data over several quarters.

While the sales and order data for our North American reportable segment provide a relative comparison to BIFMA, it
is not intended to be an exact comparison. The data we report to BIFMA is consistent with the BIFMA definition of
office furniture “consumption.” This definition differs slightly from the categorization we have presented in this report.
Notwithstanding this difference, we believe our presentation provides the reader with a more relevant comparison.

For the three month period ended November 30, 2013, the company's domestic U.S. shipments, as defined by BIFMA,
increased 0.6 percent year-over-year, while the company's domestic orders increased 8.8 percent. BIFMA reported an
estimated year-over-year decrease in shipments of 0.2 percent and a decrease in orders of 1.0 percent for the
comparable period.

Consolidated Gross Margin

The second quarter Adjusted gross margin(!) increased 220 basis points to an Adjusted gross margin of 36.0 percent as
compared to an Adjusted gross margin in fiscal 2013 of 33.8 percent. The improvement in the Adjusted gross margin

34



Edgar Filing: MILLER HERMAN INC - Form 10-Q

is due to benefits captured from price increases - net of incremental discounting, the insourcing of various components
and products, and the acquisition of Maharam.

Consolidated gross margin in the second quarter was 25.3 percent of net sales, a decrease of 830 basis points
compared to the second quarter of fiscal 2013. The decrease in gross margin as a percent of net sales is due to
incremental legacy pension expenses related to the termination of the primary domestic defined benefit pension plans
which had the effect of decreasing gross margin by 1,050 basis points. The impact of the pension termination was
partially offset by the benefit captured from price increases - net of incremental discounting, the insourcing of various
components and products, and the acquisition of Maharam, which had the effects of increasing gross margin by
approximately 20 basis points, 90 basis points, and 160 basis points, respectively, compared to the second quarter of
fiscal 2013.

(1) Non-GAAP measure; see accompanying reconciliations and explanations.

21

35



Edgar Filing: MILLER HERMAN INC - Form 10-Q

The following table presents, for the periods indicated, the components of the company's cost of sales as a percentage
of net sales.

Three Months Ended Six Months Ended
) November 30, December 1, November 30, December 1,

Period Ended 2013 2012 Change 2013 2012 Change
Direct materials 41.8 % 43.0 % (12 Y% 41.3 % 43.6 % 23 )%
Direct labor 6.3 6.7 04 ) o4 6.5 0.1 )
Manufacturing overhead 20.7 10.5 10.2 15.6 10.3 53
Freight and distribution 5.9 6.2 03 ) 59 6.2 03 )
Cost of sales 74.7 % 66.4 % 8.3 % 69.2 % 66.6 % 2.6 %

Direct material costs as a percent of net sales decreased 120 basis points as compared to the second quarter of fiscal
2013. The decrease in material costs as a percent of net sales was primarily related to the impact of insourcing various
components and products which accounted for a 90 basis point decrease. The remaining decrease relates to the impact
of net pricing, the acquisition of Maharam, and the dealer divestitures, each representing a 10 basis point decrease.

Direct labor was 6.3 percent of net sales for the second quarter of fiscal 2014, a decrease of 40 basis points from the
same period last year. This reduction was primarily due to the acquisition of Maharam.

Manufacturing overhead was 20.7 percent of net sales for the second quarter of fiscal 2014, increasing 1,020 basis
points from the second quarter of the prior year. The increase in manufacturing overhead as a percent of net sales is
primarily due to incremental legacy pension expenses which had the effect of increasing manufacturing overhead by
1,050 basis points. Overhead costs as a percent of net sales were also increased by 20 basis points due to higher
employee incentive costs compared to the second quarter of fiscal 2013. These increases were partially offset by lower
overhead costs as a percent of net sales due to the acquisition of Maharam of 110 basis points and dealer divestitures
of 10 basis points. The remaining increase was due to the impact of changes in the product mix compared to the prior
year period.

Freight and distribution expenses, as a percentage of sales, was 5.9 percent for the second quarter of fiscal 2014,
decreasing 30 basis points as compared to the prior year. This reduction was primarily due to Maharam having lower
freight as a percentage of sales as compared to the rest of the business.

The Adjusted gross margin®) for the six month period increased 280 basis points to an Adjusted gross margin of 36.4
percent as compared to an Adjusted gross margin in fiscal 2013 of 33.6 percent. The improvement in the Adjusted
gross margin is due to the benefits captured from net changes in pricing, the acquisition of Maharam, the insourcing of
various components and products, lower commodity prices, lower freight costs as a percent of sales, and the impact of
changes in product and channel mix.

Consolidated gross margin for the six month period was 30.8 percent of net sales; a decrease of 260 basis points
compared to the second quarter six month period of fiscal 2013. The decrease in gross margin as a percent of net sales
is primarily due to incremental legacy pension expenses which had the effect of decreasing gross margins by 530 basis
points. The impact of the pension termination was partially offset by the benefit captured from net changes in pricing
(30 basis points), the acquisition of Maharam (120 basis points), the insourcing of various components and products
(80 basis points), lower commodity costs (20 basis points), lower freight costs (10 basis points), and the impact of
changes in product and channel mix (10 basis points).

Operating Expenses and Operating Earnings

Operating expenses for the fiscal 2014 second quarter and six month period compared to the same periods in fiscal
2013 increased $113.1 million and $128.6 million, respectively. The increase in both periods was mainly caused by an
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increase in legacy pension expenses in fiscal 2014 due to the termination of the primary domestic benefit plans.
Additional changes relate to incremental operating expenses from the acquisition of Maharam in the fourth quarter of
fiscal 2013, increased costs related to design and research and employee incentive expenses, as well as a decrease in
operating expenses due to the dealer divestitures in fiscal 2013 and 2014. The remaining year over year change was
mainly due to an increase in compensation and benefits.

Operating expenses are also impacted by changes in foreign currency exchange rates. During the second quarter and

the six month period of fiscal 2014, the estimated impact to operating expenses resulting from such changes is a
decrease of approximately $0.7 million and $1.2 million, respectively.

(1) Non-GAAP measure; see accompanying reconciliations and explanations.
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Restructuring and impairment expenses increased $3.3 million and $2.8 million for the second quarter and six month
periods of fiscal 2014 as compared to fiscal 2013. The increase is due to a $4.0 million impairment in the second
quarter related to the company's decision not to pursue the construction of a new manufacturing and distribution
facility on property that was previously acquired in Ningbo, China. Rather, the company acquired manufacturing
related assets, including a production facility and related equipment, located in Dongguan, China. These assets support
the manufacturing operations of the company's POSH subsidiary and were not included in the initial acquisition of
POSH, which closed in April 2012. Restructuring and impairment expenses for the fiscal 2013 second quarter and six
month period were $0.7 million and $1.2 million and were related to the Nemschoff facility consolidations.

The following table presents the quantification of the changes in the fiscal 2014 second quarter Operating expenses for
the three and six month periods compared to the same periods in fiscal 2013.

(In millions) Three Months Six Months
Second Quarter Fiscal 2013 Operating expenses $131.0 $246.4
Selling, general & administrative change

Acquisitions and divestitures

Maharam acquisition 12.8 25.2

Dealer divestitures 2.2 ) (4.4 )
Legacy pension expenses 93.0 94.4

Employee incentive costs 2.1 4.5

Impact from foreign currency (0.7 ) (1.2 )
Design and research 1.3 3.6

Other 35 3.7

Restructuring and impairment change 33 2.8

Second Quarter Fiscal 2014 Operating expenses $244.1 $375.0

Operating losses in the second quarter of fiscal 2014 were $125.2 million, compared to operating earnings of $17.5
million in the same period last year. The decrease in operating earnings relates to the increase in legacy pension
expenses of $142.5 million in the quarter.

Operating losses for the six month period of fiscal 2014 were $86.1 million, compared to operating earnings of $51.8
million in the same period last year. The decrease in operating earnings relates to the increase in legacy pension
expenses of $143.9 million, net of improvements in gross margin.

Other Income/Expense and Income Taxes
Other expense of $4.1 million in the second quarter of fiscal 2014 was $0.5 million lower compared to the prior year
period. The decrease in the current period is due to higher investment income in fiscal 2014.

Net other expense of $8.7 million in the six month period of fiscal 2014 was $0.2 million lower compared to the prior
year period. The decrease in the six month period of fiscal 2014 is due to higher investment income of $0.5 million,
which was partially offset by an increase in currency losses and lower interest income due to a decrease in cash.

The effective tax rates for the three months ended November 30, 2013 and December 1, 2012 were 37.6 percent and
34.9 percent, respectively. The effective tax rates for the six months ended November 30, 2013 and December 1, 2012
were 38.7 percent and 33.9 percent, respectively. The increase in the rates for both periods is primarily due to a mix
shift of earnings between taxing jurisdictions. This change in mix was driven primarily by legacy pension expenses
recorded this quarter, which resulted in a book income tax benefit calculated at the company's U.S. income tax rate.
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Reportable Operating Segments

The business is comprised of various operating segments as defined by generally accepted accounting principles in the
United States. These operating segments are determined on the basis of how the company internally reports and
evaluates financial information used to make operating decisions. For external reporting purposes, the company has
identified the following reportable segments:

North American Furniture Solutions — Includes the operations associated with the design, manufacture, and sale of
furniture products for work-related settings, including office, education, and healthcare environments, throughout the
United States and Canada. The North American Furniture Solutions reportable segment is the aggregation of two
operating segments. In addition, the company has determined that both operating segments within the North American
Furniture Solutions reportable segment each represent reporting units.
Non-North American Furniture Solutions — Includes the operations associated with the design, manufacture, and sale of
furniture products, primarily for work-related settings, for Europe, Middle East and Africa (EMEA), Latin America,
and Asia Pacific regions, as well as the consumer business.
Specialty and Consumer — Includes the operations associated with the design, manufacture, and sale of high-end
furniture products and textiles including Geiger wood products, Maharam textiles, Herman Miller Collection
products and the company's North American consumer business.

The company also reports a corporate category consisting primarily of, as applicable, startup business and unallocated
corporate expenses including restructuring and other related expenses (including impairment expenses). The current
quarter and prior year period segment results are as follows:

(In millions) Three Months Ended Six Months Ended
November 30, December 1, Change November 30, December 1, Change
2013 2012 £ 2013 2012 £
Net Sales:
North American Furniture o $304.7 $(7.6 ) $615.3 $625.0 $9.7 )
Solutions
Non-North American 5 | 92.8 103 1847 187.4 27 )
Furniture Solutions
Specialty and Consumer  70.3 44.3 26.0 138.6 79.1 59.5
Corporate — — — — — —
Total $470.5 $441.8 $938.6 $891.5
Operating Earnings (Loss):
North American Furniture
Solutions $(119.0 ) $9.7 $(128.7) $(85.0 ) $36.6 $(121.6)
Non-North American 8.2 4.6 3.6 8.1 10.1 20 )
Furniture Solutions
Specialty and Consumer  (10.2 ) 3.9 (141 ) (5.0 ) 6.3 (11.3 )
Corporate 4.2 ) (0.7 ) (3.5 ) (4.2 ) (1.2 ) (3.0 )
Total $(125.2 ) $17.5 $(86.1 ) $51.8

Further information regarding the reportable operating segments can be found in Note 16.

North America

Net sales within the North American Furniture Solutions reportable segment ("North America") decreased $7.6
million to $297.1 million in the second quarter, representing a 2.5 percent decrease from the second quarter last year.
The impact of foreign currency decreased the second quarter fiscal 2014 net sales by approximately $1.3 million
compared to the same period last year. The current quarter also experienced a $6.9 million decrease in sales due to
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divestitures of owned dealers. Pricing terms that were more favorable in the current quarter drove an increase in sales
of $1.0 million. Decreased demand from the federal government drove a decrease in volume of $7.7 million. The
remaining change in net sales was primarily driven by increased volumes, excluding federal government customers.
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Year-to-date net sales within North America decreased 1.6 percent or $9.7 million to $615.3 million. The impact of
foreign currency decreased the second quarter fiscal 2014 net sales by approximately $1.8 million compared to the
same period last year. The six month period of fiscal 2014 also experienced a $16.8 million decrease in sales due to
divestitures of owned dealers. Improved pricing terms drove an increase in sales of $5.1 million for the six month
period. Decreased activity from federal government customers drove a decrease in volume of $7.7 million. The
remaining change in net sales was primarily driven by increased volumes, excluding federal government customers.

Operating earnings for North America in the second quarter of fiscal 2014 were a loss of $119.0 million, or (40.1)
percent of net sales compared to operating earnings for the second quarter of fiscal 2013 of $9.7 million or 3.2 percent
of net sales. The decrease in operating earnings was predominantly driven by an increase in legacy pension costs of
$126.7 million. The increase in legacy pension costs was caused by the termination of the company's primary
domestic defined benefit pension plans. An increase in employee incentives of $2.3 million as compared to the second
quarter of fiscal 2013 also contributed to the decrease in operating earnings in North America.

Operating earnings for North America through the first six months of fiscal 2014 decreased to a loss of $85.0 million
from earnings of $36.6 million for the same period last year. The decrease in operating earnings was driven by
increased legacy pension costs of $127.7 million as compared to the prior year, as well as increased employee
incentives of $5.3 million. The remaining change in operating earnings was primarily driven by improved gross
margin performance.

Non-North America

Net sales within the Non-North American Furniture Solutions reportable segment ("Non-North America") were
$103.1 million in the second quarter, an increase of $10.3 million from the second quarter of fiscal 2013. This
increased sales volume was partially offset by changes in foreign currency exchange rates, which had the effect of
reducing net sales by approximately $1.7 million relative to the same period in the prior year.

Net sales within Non-North America decreased $2.7 million to $184.7 million for the six month period. Net sales
decreased due to the impact of foreign currency changes by approximately $3.1 million compared to the six month
period of fiscal 2013.

Operating earnings within Non-North America were $8.2 million and $4.6 million for the second quarter of fiscal
2014 and fiscal 2013, respectively. Foreign currency changes drove a decrease in the operating earnings in the current
period for Non-North America by approximately $1.3 million compared to the same period in the prior year.
Decreased sales and marketing costs drove improvement in operating earnings for Non-North-America in the amount
of $2.5 million compared to the second quarter of fiscal 2013. The remaining increase in operating earnings was
primarily driven by improved leverage due to higher sales volumes.

Operating earnings for Non-North America decreased $2.0 million from the previous year to $8.1 million for the six
month period. Operating earnings for Non-North America decreased during the six month period by approximately
$2.0 million due to changes in foreign currency. Decreased sales and marketing costs drove improvement in operating
earnings for Non-North America in the amount of $2.2 million compared to the six month period of fiscal 2013. The
remaining decrease in operating earnings was due to lower leverage in the first quarter of fiscal 2014 due to the low
sales volumes.

Specialty and Consumer

Net sales for the second quarter within the Specialty and Consumer reportable segment were $70.3 million compared
to $44.3 million in the prior year period. Net sales during the quarter increased by $27.5 million due to the acquisition
of Maharam. The remaining change in net sales was primarily driven by decreased sales volumes.
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Net sales for the six month period within the Specialty and Consumer reportable segment were $138.6 million
compared to $79.1 million in the prior year period. The acquisition of Maharam drove an increase in sales of $54.8
million when compared to the six month period of fiscal 2013. Pricing net of discounting was favorable compared to
2013 year-to-date results, which led to an increase in sales of $0.9 million. The remaining change in net sales was
primarily driven by increased sales volumes.

Operating earnings within Specialty and Consumer was a loss of $10.2 million for the second quarter of fiscal 2014 or
(14.5) percent of net sales. This compares to operating earnings of $3.9 million or 8.8 percent of net sales in the same
period in the prior fiscal year. Operating earnings for the period declined mainly due to increased legacy pension costs
of $15.8 million as compared to the same period in the prior year. Operating earnings for the period increased due to
the results of Maharam, which added operating earnings of $1.9 million as compared to the same period in the prior
year.
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Operating earnings within Specialty and Consumer was a loss of $5.0 million for the six month period of fiscal 2014
or (3.6) percent of net sales. This compares to operating earnings of $6.3 million or 8.0 percent of net sales in the
same period in the prior fiscal year. Operating earnings for the period declined mainly due to increased legacy pension
costs of $16.2 million as compared to the six month period in the prior year. Operating earnings for the period
increased due to the results of Maharam, which added operating earnings of $3.4 million as compared to the same
period in the prior year. The remaining change in operating earnings was driven by improved leverage year to date due
to increased sales volumes.

Financial Condition, Liquidity, and Capital Resources
The table below presents certain key cash flow and capital highlights for the periods indicated.

(In millions) Six Months Ended

12\16) 1V 36 mber 30, December 1, 2012
Cash and cash equivalents, end of period $73.3 $185.7
Marketable securities, end of period 11.6 9.5
Cash provided by operating activities 27.5 47.3
Cash used in investing activities (26.3 ) (29.8 )
Cash used in financing activities (10.3 ) (3.7 )
Capital expenditures (20.0 ) (29.1 )
Stock repurchased and retired 4.1 ) (0.4 )
Common stock issued 8.9 0.8
Dividends paid (14.7 ) (6.5 )
Interest-bearing debt, end of period 250.0 250.0
Avgilable unsecured credit facility, end of 1427 142.3
period (D

(1) Amounts shown are net of outstanding letters of credit of $7.3 million and $7.7 million as of November 30, 2013
and December 1, 2012, respectively, which are applied against the company's unsecured credit facility.

Cash Flow — Operating Activities
Cash generated from operating activities was $27.5 million for the six month period ended November 30, 2013, as
compared to $47.3 million in the prior year.

Six Month Period November 30, 2013

Through the first six months of fiscal 2014, the decrease in cash from operations of $19.8 million, from the same
period in the prior year, was driven principally by increased pension contributions of $48.6 million and the related tax
benefits. The remaining change in operating cash flow is primarily related to a lower use of cash due to changes in
working capital and improved earnings adjusted for legacy pension expenses.

Changes in working capital balances drove an outflow of cash totaling $5.9 million. The main factors driving the
decrease in cash from working capital were an increase in net inventories of $5.1 million, an increase in prepaid assets
of $6.2 million, a decrease in accrued compensation and benefits of $7.5 million, and a decrease in taxes payable of
$0.9 million. These factors more than offset drivers within working capital that increased cash, such as an increase in
other accrued liabilities of $10.9 million and an increase in accounts payable of $3.1 million.

Six Month Period December 1, 2012

Through the first six months of fiscal 2013, changes in working capital balances drove a use of cash totaling $16.3
million. The main factors impacting working capital were increases in accounts receivable and inventory of $8.7
million and $8.8 million, respectively. These amounts were partially offset by a decrease in prepaid expenses of $2.5
million.
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Cash Flow — Investing Activities

The most significant cash outflow in the fiscal 2014 six month period related to investments in capital assets. The
company purchased $20.0 million of capital assets in fiscal 2014 compared to $29.1 million in the 2013 six month
period. Cash paid for the acquisition of the Dongguan, China manufacturing and distribution operations for the six
month period of fiscal 2014 were $5.9 million versus capital expenditures related to the company's purchase of
property in China for the six month period of fiscal 2013 of $7.4 million. At the end of the second quarter of fiscal
2014, there were outstanding commitments for capital purchases of $10.9 million compared to $12.4 million for the

same period in the prior year. The company expects full-year capital purchases to range between $50 million and $55
million primarily related to planned investments in the company's facilities and equipment. This compares to full-year

capital spending of $50.2 million in fiscal 2013.
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Cash Flow — Financing Activities

Cash outflows used in financing activities were $10.3 million for the fiscal 2014 six month period compared to $3.7
million in the first six months of the prior year. Cash outflows for dividend payments were $14.7 million and $6.5
million for the six month periods of fiscal 2014 and fiscal 2013, respectively. Dividend payments during fiscal 2014
reflected the increased quarterly dividend of $0.125 per share that the company announced during the third quarter of
fiscal 2013. Subsequent to the end of the quarter, the company announced an increase in its quarterly cash dividend to
$0.14 per share payable in April 2014. Cash inflows for stock issuances related to employee benefit programs were
$8.9 million and $0.8 million during the six month periods of fiscal 2014 and fiscal 2013, respectively.

Outstanding standby letters of credit totaled $9.7 million of which $7.3 million is considered as usage against the
company's unsecured revolving credit facility at the end of the second quarter of fiscal 2014. At the end of the second
quarter, the availability under this credit facility was $142.7 million. The provisions of the private placement notes
and unsecured credit facility require that the company adhere to certain covenant restrictions and maintain certain
performance ratios. The company was in compliance with all such restrictions and performance ratios this quarter and
expects to remain in compliance in the future.

At the end of the second quarter of fiscal 2014, the company had cash and cash equivalents of $73.3 million including
$43.4 million of cash and cash equivalents held outside the U.S. In addition, the company had marketable securities of
$11.6 million held by one of its international subsidiaries. The subsidiary holding the company's marketable securities
is taxed as a U.S. taxpayer at the company's election; consequently, for tax purposes all U.S. tax impacts for this
subsidiary have been recorded. The company currently has no plans to repatriate cash from foreign subsidiaries during
fiscal 2014. The company has $5.2 million of cash held outside of the U.S. for which all U.S. taxes have been
recorded. The company's intent is to permanently reinvest the remainder of the cash outside of the U.S. The
company's plans do not indicate a need to repatriate these balances to fund U.S. operations.

The company believes cash on hand, cash generated from operations, and the borrowing capacity will provide
adequate liquidity to fund near term and future business operations and capital needs.

Contractual Obligations

Contractual obligations associated with the ongoing business and financing activities will require cash payments in
future periods. A table summarizing the amounts and estimated timing of these future cash payments was provided in
the company's Form 10-K filing for the year ended June 1, 2013.

Guarantees

The company provides certain guarantees to third parties under various arrangements in the form of product
warranties, loan guarantees, standby letters of credit, lease guarantees, performance bonds and indemnification
provisions. These arrangements are accounted for and/or disclosed in accordance with FASB ASC Topic 460,
Guarantees, as described in Note 12 to the condensed consolidated financial statements.

Variable Interest Entities

On occasion, the company provides financial support to certain independent dealers in the form of term loans, lines of
credit, and/or loan guarantees that may represent variable interests in such entities. As of November 30, 2013, the
company was not considered to be the primary beneficiary of any such dealer relationships under FASB ASC Topic
810, Consolidation. Accordingly, the company is not required to consolidate the financial statements of any of these
entities as of November 30, 2013.

The risk and rewards associated with the interests in these dealerships are primarily limited to the outstanding loans

and guarantee amounts. As of November 30, 2013, the company's maximum exposure to potential losses, net of
reserve amounts, related to outstanding loans to these other entities was zero.
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Contingencies
See Note 12 to the condensed consolidated financial statements.

Critical Accounting Policies

The company strives to report financial results clearly and understandably. The company follows accounting
principles generally accepted in the United States in preparing its consolidated financial statements, which require
certain estimates and judgments that affect the financial position and results of operations for the company. The
company continually reviews the accounting policies and financial information disclosures. A summary of the more
significant accounting policies that require the use of estimates and judgments in preparing the financial statements is
provided in the company's Form 10-K filing for the year ended June 1, 2013. During the first six months of fiscal
2014, there were no material changes in the accounting policies and assumptions previously disclosed.

New Accounting Standards
See Note 2 to the condensed consolidated financial statements.
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Safe Harbor Provisions

Certain statements in this filing are not historical facts but are “forward-looking statements” as defined under

Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act, as amended.
Such statements are based on management's beliefs, assumptions, current expectations, estimates and projections
about the office furniture industry, the economy and the company itself. Words like “anticipates,” “believes,” “confident,”
“estimates,” “expects,” “forecasts,” “likely,” “plans,” “projects,” “should,” variations of such words, and similar expressions id
such forward-looking statements. These statements do not guarantee future performance and involve certain risks,
uncertainties, and assumptions that are difficult to predict with regard to timing, extent, likelihood, and degree of
occurrence. These risks include, without limitation, employment and general economic conditions, the pace of
economic activity in the U.S. and in our international markets, the estimate and timing of anticipated pension expenses
and defined benefit plan pension contributions, the pace and level of government procurement, the increase in white
collar employment, the willingness of customers to undertake capital expenditures, the types of products purchased by
customers, competitive pricing pressures, the availability and pricing of raw materials, our reliance on a limited
number of suppliers, currency fluctuations, the ability to increase prices to absorb the additional costs of raw
materials, the financial strength of our dealers, the financial strength of our customers, the mix of our products
purchased by customers, our ability to attract and retain key executives and other qualified employees, our ability to
continue to make product innovations, the success of newly introduced products, our ability to obtain targeted margins
from new products, our ability to serve all of our markets, possible acquisitions, divestitures or alliances, the outcome
of pending litigation or governmental audits or investigations, political risk in the international markets we serve, and
other risks identified in our filings with the Securities and Exchange Commission. Therefore, actual results and
outcomes may materially differ from what we express or forecast. Furthermore, Herman Miller, Inc. undertakes no
obligation to update, amend, or clarify forward-looking statements.

99 ¢ 29 ¢
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Item 3: Quantitative and Qualitative Disclosures About Market Risk

The information concerning quantitative and qualitative disclosures about market risk contained in the company’s
Annual Report on Form 10-K for its fiscal year ended June 1, 2013 is incorporated herein by reference.

Direct Material Costs

The company is exposed to risks arising from market price changes for certain direct materials used in its
manufacturing processes. The largest direct material costs incurred by the company are for steel, plastic/textiles, wood
particleboard, and aluminum components. The market price of plastics and textiles are sensitive to the cost of oil and
natural gas. The cost of wood particleboard has been impacted by continual downsizing of production capacity in the
wood market. Aluminum component prices are sensitive to changes in energy costs associated with the conversion of
raw materials to aluminum ingots.

Foreign Exchange Risk

The company manufactures its products in the United States, United Kingdom and China. It also sources completed
products and product components from outside the United States. The company's completed products are sold in
numerous countries around the world. Sales in foreign countries as well as certain expenses related to those sales are
transacted in currencies other than the company's reporting currency, the U.S. dollar. Accordingly, production costs
and profit margins related to these sales are affected by the currency exchange relationship between the countries
where the sales take place and the countries where the products are sourced or manufactured. These currency
exchange relationships can also affect the company's competitive positions within these markets.

In the normal course of business, the company enters into contracts denominated in foreign currencies. The principal
foreign currencies in which the company conducts its business are the British pound sterling, European euro,
Canadian dollar, Australian dollar, Japanese yen, Mexican peso, Brazilian real, Indian rupee, Hong Kong dollar and
Chinese renminbi. As of November 30, 2013, sixteen contracts in total were placed to offset various currency
exposures. To offset net asset exposure denominated in non-functional currency, seven forward contracts were placed,
including forward contracts to sell 6.4 million euros, 0.4 million Australian dollars, 1.1 million Canadian dollars, 17.9
million Hong Kong dollars, and 13.3 million United States dollars. Conversely, nine contracts were placed to offset
the company's net liability exposure denominated in non-functional currency. These nine contracts included forward
contracts to buy 11.6 million U.S. dollars, 0.8 million British pound sterling, and 0.7 million euros. As of June 1,
2013, the company had outstanding, thirteen forward currency instruments designed to offset either net asset or net
liability exposure that was denominated in non-functional currencies. One forward contract was placed to offset a 9.5
million Hong Kong dollar-denominated net asset exposure, two forward contracts were placed to offset a 6.4 million
euro-denominated net asset exposure, two forward contracts were placed to offset a 5.4 million U.S.
dollar-denominated net asset exposure, and one forward contract was placed to offset a 0.6 million Australian
dollar-denominated net asset exposure. One forward contract was placed to offset 1.3 million British pound
sterling-denominated net liability exposure and six forward contracts were placed to offset a 6.7 million
U.S.dollar-denominated net liability exposure.

Item 4: Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Under the supervision of, and with the participation of management, the company's Chief Executive Officer and Chief
Financial Officer have evaluated the effectiveness of the company's disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) as of November 30, 2013, and have concluded that as of that date, the
company's disclosure controls and procedures are effective.

Changes in Internal Control Over Financial Reporting
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There were no changes in the company's internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) during the quarterly period ended November 30, 2013, that have materially affected, or are
reasonably likely to materially affect, the company's internal control over financial reporting.
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HERMAN MILLER, INC.
PART II — OTHER INFORMATION

Item 1: Legal Proceedings
Referred to in Note 12 of the condensed consolidated financial statements.
Item 1A: Risk Factors

There have been no material changes in the assessment of the company's risk factors from those set forth in the
Annual Report on Form 10-K for the year ended June 1, 2013.

Item 2: Unregistered Sales of Equity Securities and Use of Proceeds
(A) Issuer Purchases of Equity Securities
The following is a summary of share repurchase activity during the quarter ended November 30, 2013.

(d) Maximum Number (or
Approximate Dollar Value)
of Shares (or Units) that
may yet be Purchased
Under the Plans or
Programs (in millions)

(c) Total Number of
(a) Total Number of (b) Average Shares (or Units)
Period Shares (or Units) price Paid per Purchased as Part of
Purchased Share or Unit Publicly Announced
Plans or Programs

9/1/13-9/28/13 — $— — $159.2
9/29/13-10/26/13 6,690 $30.47 6,690 $159.0
10/27/13-11/30/13 2,107 $29.98 2,107 $158.9
Total 8,797 8,797

No repurchase plans expired or were terminated during the second quarter of fiscal 2014, nor do any plans exist under
which the company does not intend to make further purchases.

During the period covered by this report, the company did not sell any of its equity shares that were not registered
under the Securities Act of 1933.

Item 3: Defaults upon Senior Securities — None
Item 4: Mine Safety Disclosures — Not applicable

Item 5: Other Information — None
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Item 6: Exhibits

The following exhibits (listed by number corresponding to the Exhibit table as Item 601 in Regulation S-K) are filed
with this Report:

Exhibit Number Document
31.1Certificate of the Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certificate of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
32.1 Certificate of the Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
32.2 Certificate of the Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
101.INSXBRL Instance Document

101.SCHXBRL Taxonomy Extension Schema Document

101.CALXBRL Taxonomy Extension Calculation Linkbase Document

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PREXBRL Taxonomy Extension Presentation Linkbase Document

101.DEFXBRL Taxonomy Extension Definition Linkbase Document
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned hereto duly authorized.

HERMAN MILLER, INC.

January 7, 2014 /s/ Brian C. Walker
Brian C. Walker
Chief Executive Officer
(Duly Authorized Signatory for Registrant)

January 7, 2014 /s/ Gregory J. Bylsma
Gregory J. Bylsma
Chief Financial Officer
(Duly Authorized Signatory for Registrant)
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