Notes to the Consolidated Financial Statements (continued)

5. Prepaid Expenses and Other

(In millions) May 30, 2009 May 31, 2008
Deferred income taxes $14.8 $17.1
Taxes 16.7 9.7
Other 29.0 312
Total $60.5 $58.0
6. Other Assets

(In millions) May 30, 2009 May 31, 2008
Notes receivable, less allowance of $0.5 in 2009 and $3.2 in 2008 $— $—
Other intangibles, net 14.5 18.1
Deferred income taxes 45.0 11.9
Cash surrender value of life insurance 2.1 204
Other 6.1 3.1
Total $67.7 $53.5
7. Accrued Liabilities

(In millions) May 30, 2009 May 31, 2008
Compensation and employee benefits $43.9 $92.6
Income taxes 0.6 5.6
Other taxes 11.0 13.4
Unearned revenue 11.2 16.6
Warranty reserves 15.4 14.9
Charitable contributions 0.1 0.5
Pension and post-retirement benefits 1.5 1.6
Restructuring 11.6 0.6
Other 29.9 38.3
Total $125.2 $184.1
8. Other Liabilities

(In millions) May 30, 2009 May 31, 2008
Pension benefits $121.2 $22.4
Post-retirement benefits 12.2 11.9
Other 40.3 39.5
Total $173.7 $73.8

9. Notes Payable

In December 2007, the company entered into an unsecured revolving credit facility that provides for $250 million of borrowings and
which expires December 17, 2012. The agreement has an accordion feature enabling the credit facility to be increased by an additional
$100 million, subject to certain conditions. Outstanding borrowings under the agreement bear interest at rates based on the prime,
Federal Funds, LIBOR, or negotiated rates as outlined in the agreement. Interest is payable periodically throughout the period a
borrowing is outstanding. As of May 30, 2009 the only usage against this facility is related to outstanding standby letters of credit
totaling approximately $13.1 million. Usage against the previous facility at May 31, 2008 related to outstanding standby letters of credit

and totaled $13.1 million.

Subsequent to May 30, 2009, the company announced that the unsecured revolving credit facility had been renegotiated. The terms
of the new agreement provided for $150 million of borrowings, with no accordion feature, and will expire in June 2012.
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10. Long-Term Debt

(In millions) May 30, 2009 May 31, 2008
Series A senior notes, 5.94%, due January 3, 2015 $50.0 $50.0
Series B senior notes, 6.42%, due January 3, 2018 150.0 150.0
Debt securities, 7.125%, due March 15, 2011() 175.0 175.0
Fair value of interest rate swap arrangements 24 0.5
Subtotal 3774 3755
Less: current portion (75.0) —
Total $302.4 $375.5

(1) Subsequent to May 30, 2009, the company announced and completed a tender offer to repurchase $75 million of the outstanding 7.125% debt securities by means of an auction.
The repurchase was completed on July 23, 2009

On January 3, 2008, the company issued $200 million Series A and Series B senior unsecured notes, each having interest payments
that are due semi-annually. The $200 million of proceeds from the notes were used for an accelerated share repurchase (ASR) of the
company’s common stock. The ASR was completed in the second quarter of fiscal 2009 with the delivery of 2.1 million shares, which,
with the delivery of 5.4 million shares in fiscal 2008, brought the total shares repurchased to 7.5 million.

Provisions of the senior notes and the unsecured senior revolving credit facility restrict, without prior consent, the company’s
borrowings, capital leases, and the sale of certain assets. In addition, the company has agreed to maintain certain financial
performance ratios, which are based on earnings before taxes, interest expense, depreciation and amortization. At May 30, 2009 and
May 31, 2008, the company was in compliance with all of these restrictions and performance ratios.

Annual maturities of long-term debt for the five fiscal years subsequent to May 30, 2009, are as follows.

(In millions)

2010 $ 75.0
2011 $100.0
2012 $—
2013 $—
2014 $—
Thereafter $200.0

The above amounts exclude the recorded fair value of the company’s interest rate swap arrangements, which had a combined fair
value of positive $2.4 million as of May 30, 2009. Additional information regarding interest rate swaps is provided in Note 17.

11. Operating Leases

The company leases real property and equipment under agreements that expire on various dates. Certain leases contain renewal
provisions and generally require the company to pay utilities, insurance, taxes, and other operating expenses.

Future minimum rental payments required under operating leases that have non-cancelable lease terms as of May 30, 2009, are as
follows.

(In millions)

2010 $16.3
2011 $14.0
2012 $10.5
2013 $7.9
2014 $5.3
Thereafter $7.8

Total rental expense charged to operations was $27.8 million, $25.9 million, and $24.8 million, in fiscal 2009, 2008, and 2007,
respectively. Substantially all such rental expense represented the minimum rental payments under operating leases.
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12. Employee Benefit Plans

The company maintains plans that provide retirement benefits for substantially all employees.

Pension Plans and Post-Retirement Medical and Life Insurance

The principal domestic retirement plan is a defined-benefit plan with benefits determined by a cash balance calculation. Benefits under
this plan are based upon an employee’s years of service and earnings. The company also offers certain employees retirement benefits
under other domestic defined benefit plans, one of which covers employees subject to a collective bargaining arrangement. The
company provides healthcare and life insurance benefits to employees who retired from service on or before a qualifying date in 1998
and 2008, respectively. As of the respective qualifying dates, the company discontinued offering post-retirement medical and life
insurance benefits to future retirees. Benefits to qualifying retirees under this plan are based on the employee’s years of service and
age at the date of retirement.

In addition to the domestic pension and retiree healthcare and life insurance plans, one of the company’s wholly owned foreign
subsidiaries has a defined-benefit pension plan based upon an average final pay benefit calculation.

The measurement date for the company’s principal domestic and international pension plans as well as its post-retirement medical
and life insurance plan is the last day of the fiscal year.

Benefit Obligations and Funded Status

The following table presents, for the fiscal years noted, a summary of the changes in the projected benefit obligation, plan assets, and
funded status of the company’s domestic and international pension plans and post-retirement plan.

(In millions) Pension Benefits Post-Reti 1t Benefits
2009 2008 2009 2008
Domestic International Domestic International

Change in benefit obligation:

Benefit obligation at beginning of year $267.9 $88.7 $274.5 $77.9 $13.4 $17.3
Service cost 8.4 21 8.1 2.3 — —
Interest cost 18.3 46 16.1 43 0.8 0.9
Amendments - - 1.7 — - -
Curtailment cost 0.2) — — — — —
Termination benefits 0.3 0.2 — — — —
Foreign exchange impact — (16.9) — (0.1) — —
Actuarial (gain)/loss 14.0 (11.6) (15.9) 49 04 (3.6)
Employee contributions — 04 — 0.5 — —
Benefits paid (27.5) (1.5) (16.6) (1.1) (1.0) (1.2)
Benefit obligation at end of year $281.2 $66.0 $267.9 $88.7 $13.6 $13.4
Change in plan assets:

Fair value of plan assets at beginning of year $263.2 $70.9 $284.3 $72.8 $— $—
Actual return on plan assets (62.1) (8.8) (4.9) (4.9) — —
Foreign exchange impact — (13.0) — — — —
Employer contributions 1.7 2.6 04 3.6 1.0 1.2
Employee contributions — 04 — 0.5 — —
Benefits paid (27.5) (1.5) (16.6) (1.1) (1.0) (1.2)
Fair value of plan assets at end of year 175.3 50.6 263.2 70.9 — —
Under funded status at end of year $(105.9) $(15.4) $(4.7) $(17.8) $(13.6) $(13.4)
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The components of the amounts recognized in the Consolidated Balance Sheets are as follows.

(In millions) Pension Benefits Post-Retirement Benefits
2009 2008 2009 2008

Domestic International Domestic International
Current assets $(0.1) $— $(0.1) $— $(1.4) $(1.5)
Non-current liabilities (105.8) (15.4) (4.6) (17.8) (12.2) (11.9)
$(105.9) $(15.4) $(4.7) $(17.8) $(13.6) $(13.4)

The accumulated benefit obligation for the company’s domestic pension benefit plans totaled $277.8 million and $264.1 million as of
the end of fiscal years 2009 and 2008, respectively. For its international plans, these amounts totaled $59.3 million and $81.5 million as

of the same dates, respectively.

The components of the amounts recognized in accumulated other comprehensive loss before the effect of income taxes are as

follows.
(In millions) Pension Benefits Post-Retirement Benefits
2009 2008 2009 2008
Domestic International Domestic International
Unrecognized net actuarial loss $170.6 $22.6 §77.1 $26.3 $4.2 $4.0
Unrecognized prior service cost (8.4) — (8.9) — 0.2 0.3
Unrecognized transition amount — 0.1 — 0.1 — —
$162.2 $22.7 $68.2 $26.4 $4.4 $4.3

Components of Net Periodic Benefit Costs and Other Changes Recognized in Other Comprehensive Income

The following table is a summary of the annual cost of the company’s pension and post-retirement plans.

(In millions)

Pension Benefits

Post-Retirement Benefits

2009

2008

2007

2009

2008 2007

Domestic:

Service cost $8.4 $8.1 $8.8 $— $— $—
Interest cost 18.3 16.1 16.0 0.8 0.9 1.0
Expected return on plan assets (22.2) (21.7) (21.2) — — —
Plan amendment — 0.9 — — — —
Net amortization 2.5 3.2 2.5 0.2 0.4 0.8
Net periodic benefit cost $7.0 $6.6 $6.1 $1.0 $1.3 $1.8
International:

Service cost $2.1 $2.3 $2.2

Interest cost 46 43 37

Expected return on plan assets (4.6) (5.1) (4.3)

Net amortization 1.0 0.6 1.6

Net periodic benefit cost $3.1 $2.1 $3.2

Total net periodic benefit cost $10.1 $8.7 $9.3 $1.0 $1.3 $1.8

The net prior service credit and actuarial loss included in accumulated other comprehensive income expected to be recognized in net
periodic benefit cost during fiscal 2010 is $(2.2) million ($(1.4) million, net of tax) and $6.7 million ($4.3 million, net of tax), respectively.
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Other Changes in Plan Assets and Benefit Obligations Recognized in Other Comprehensive (Income) Loss

(In millions) Pension Benefits Post-Retirement Benefits
2009 2008 2009 2008

Domestic

Prior service cost $— $0.8 $— $—

Net actuarial (gain) loss 98.2 10.8 04 (3.6)

One time termination benefits and curtailment costs(!) (1.8)

Net amortization (2.5) (3.2) (0.2) (0.4)

Total recognized in other comprehensive (income)loss 93.9 8.4 0.2 (4.0)

Total recognized net pension (income) cost and other comprehensive (income) loss $100.9 $15.0 $1.2 $(2.7)

International

Net actuarial loss $1.9 $14.0

Net amortization (0.8) (0.6)

Total recognized in other comprehensive loss 1.1 13.4

Total recognized net pension cost and other comprehensive loss $4.2 $15.5

Total:

Total recognized in other comprehensive (income)loss $95.0 $21.8 $0.2 $(4.0)

Total recognized net pension (income) cost and other comprehensive (income) loss $105.1 $30.5 $1.2 $(2.7)

(1) One time termination benefits and curtailment costs were recognized in fiscal 2009 for the announced shutdown of the company’s IMT facility

Actuarial Assumptions

The weighted-average actuarial assumptions used to determine the benefit obligation amounts as of the end of the fiscal year for the
company’s pension plans and post-retirement plans are as follows.

2009 2008 2007
us. International UsS. International us. International

(Percentages)
Discount rate 6.75 6.50 6.75 6.25 6.00 5.50
Compensation increase rate 4.50 4.80 4.50 5.00 4.50 4.50

The weighted-average actuarial assumptions used to determine the net periodic benefit cost are established at the end of the
previous fiscal year for the subsequent fiscal years as follows.

2009 2008 2007
U.S. International Us. International u.sS. International

(Percentages)

Discount rate 6.75 6.25 6.00 5.50 6.50 5.00

Compensation increase rate 4.50 5.00 4.50 4.50 4.50 4.25

Expected return on plan assets 8.50 7.30 8.50 7.75 8.50 7.75

In calculating post-retirement benefit obligations, a 7.8 percent annual rate of increase in the per capita cost of covered healthcare
benefits was assumed for 2009, decreasing gradually to 4.5 percent by 2029 and remaining at that level thereafter. For purposes of
calculating post-retirement benefit costs, a 9.3 percent annual rate of increase in the per capita cost of covered healthcare benefits was
assumed for 2008, decreasing gradually to 5.0 percent by 2014 and remaining at that level thereafter.

Assumed health care cost-trend rates have a significant effect on the amounts reported for retiree health care costs. A onel
percentage-point change in the assumed health care cost-trend rates would have the following effects:

(In millions) 1 Percent 1 Percent

Increase Decrease
Effect on total fiscal 2009 service and interest cost components $— $—
Effect on post-retirement benefit obligation at May 30, 2009 $0.6 $(0.6)
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Plan Assets and Investment Strategies

The company’s primary domestic and international plan assets consist mainly of listed common stocks, mutual funds, fixed income
obligations and cash. The company’s primary objective for invested pension plan assets is to provide for sufficient long-term growth and
liquidity to satisfy all of its benefit obligations over time. Accordingly, the company has developed an investment strategy that it believes
maximizes the probability of meeting this overall objective. This strategy includes the development of a target investment allocation by
asset category in order to provide guidelines for making investment decisions. This target allocation emphasizes the long-term
characteristics of individual asset classes as well as the diversification among multiple asset classes. In developing its strategy, the
company considered the need to balance the varying risks associated with each asset class with the long-term nature of its benefit
obligations. The company's strategy places an emphasis on the philosophy that, over the long-term, equities will outperform fixed
income investments. Accordingly, the majority of plan assets are managed within various forms of equity investments. However, in the
past 12 months we have systematically adopted an approach to de-risk the plan and increase investments in fixed income assets.

The company utilizes independent investment managers to assist with investment decisions within the overall guidelines of the
investment strategy.

The asset allocation for the company's primary pension plans at the end of fiscal 2009 and 2008 and the target allocation by asset
category are as follows:

Primary Domestic Plan
(Percentages) Targeted Actual Percentage of Plan
Asset Assets at Year end
Allocation
2009 2008
Asset Category
Equities 54 - 66 56.2 738
Fixed Income 35-43 422 25.7
Other(" 0-5 1.6 0.5
Total 100.0 100.0
Primary International Plan
(Percentages) Targeted Actual Percentage of Plan
Asset Assets at Year end
Allocation
2009 2008
Asset Category
Equities 54 - 66 60.9 63.8
Fixed Income 35-43 274 26.2
Other( 0-5 1.7 10.0
Total 100.0 100.0

(1) Primarily includes cash and equivalents.

Cash Flows

The company is currently determining what voluntary pension plan contributions, if any, will be made in fiscal 2010. Actual contributions
will be dependent upon investment returns, changes in pension obligations, and other economic and regulatory factors.

In August 2006, the Pension Protection Act of 2006 (the “Act’) was signed into law. Beginning in 2008, the Act replaces prevailing
statutory minimum funding requirements, and will generally require contributions to the company’s U.S. defined benefit pension plans in
amounts necessary to fund the cost of currently-accruing benefits, and to fully-fund any unfunded accrued benefits over a period of
seven years. In the long-term, the new law is not expected to materially change aggregate contributions required to be made to the U.S.
pension plans, although such contributions may vary on a year to year basis from what otherwise would have been required. The
extent of these variations is not expected to have a material impact on the company’s financial position or cash flows.
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The following represents a summary of the benefits expected to be paid by the company in future fiscal years. These expected
benefits were estimated based on the same actuarial valuation assumptions used to determine benefit obligations at May 30, 2009.

(In millions) Domestic International Post-retirement

Pension Benefits  Pension Benefits Benefits
2010 $23.8 $0.7 $1.4
2011 238 0.9 14
2012 252 1.3 14
2013 254 15 14
2014 20.3 17 1.3
2015-2019 101.4 11.0 6.0

Profit Sharing and 401(k) Plan

Herman Miller, Inc. has a trusteed profit sharing plan that includes substantially all domestic employees. These employees are eligible
to begin participating on their date of hire. The plan provides for discretionary contributions, payable in the company’s common stock, of
not more than 6.0 percent of employees’ wages based on the company’s financial performance. The cost of the company’s profit
sharing contributions charged against operations in fiscal 2009 was negligible and in 2008 and 2007 were $11.0 million and $12.2
million, respectively.

The company has traditionally matched 50 percent of employee contributions to their 401(k) accounts up to 6.0 percent of their pay.
However, in the fourth quarter of fiscal 2009, the company announced an indefinite suspension of the 401(k) matching program due to
current economic conditions. The company will continue to evaluate its cost structure to determine when and if the current policy will
change. The cost of the company’s matching contributions charged against operations was approximately $4.7 million, $6.8 million, and
$6.6 million, in fiscal 2009, 2008, and 2007, respectively.

13. Common Stock and Per Share Information

The following table reconciles the numerators and denominators used in the calculations of basic and diluted EPS for each of the last
three fiscal years.

(In millions, except shares) 2009 2008 2007
Numerators:

Numerators for both basic and diluted EPS, net earnings $68.0 $152.3 $129.1
Denominators:

Denominators for basic EPS, weighted-average common shares outstanding 54,138,570 59,109,284 64,318,034

Potentially dilutive shares resulting from stock plans 396,921 475,632 743,236
Denominator for diluted EPS 54,535,491 59,584,916 65,061,270

Options to purchase 3,029,844 shares, 1,295,762 shares, and 710,516 shares of common stock have not been included in the
denominator for the computation of diluted earnings per share for the fiscal years ended May 30, 2009, May 31, 2008, and June 2,
2007, respectively, because they were anti-dilutive.

14. Stock-Based Compensation

The company utilizes equity-based compensation incentives as a component of its employee and non-employee director and officer
compensation philosophy. Currently, these incentives consist principally of stock options, restricted stock, restricted stock units and
performance share units. The company also offers a discounted stock purchase plan for its domestic and international employees. The
company issues shares in connection with its share-based compensation plans from authorized, but unissued, shares.

Valuation and Expense Information

In December 2004, the FASB issued a revision of SFAS No. 123, “Share-Based Payment’ (SFAS 123(R)), which supersedes
Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees” (APB 25). SFAS 123(R) generally requires
companies to measure the cost of employee services received in exchange for an award of equity instruments based on their grant-
date fair market value and to recognize this cost over the requisite service period. The company adopted SFAS 123(R) as of the
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beginning of its 2007 fiscal year, using the modified prospective method. Under this method, compensation expense recognized by the
company, includes: (a) compensation cost for all stock-based payments granted prior to, but not yet vested as of June 3, 2006, based
on the grant-date fair value estimate in accordance with the original provisions of SFAS 123, “Accounting for Stock-Based
Compensation,” and (b) compensation cost for all stock-based payments granted subsequent to June 3, 2006, based on the grant-date
fair value estimated in accordance with SFAS 123(R). Prior to the adoption of SFAS 123(R), the company accounted for its stock-based
compensation plans under the recognition and measurement principles of APB 25 and related Interpretations.

Certain of the company’s equity-based compensation awards contain provisions that allow for continued vesting into retirement.
Under SFAS 123(R), a stock-based award is considered fully vested for expense attribution purposes when the employee’s retention of
the award is no longer contingent on providing subsequent service.

Pre-tax compensation expense for all types of stock-based programs was $3.2 million, $6.2 million, and $4.9 million for the fiscal
years ended May 30, 2009, May 31, 2008, and June 2, 2007, respectively. The company classifies pre-tax stock-based compensation
expense primarily within “Operating Expenses” in the Consolidated Statements of Operations. Related expenses charged to “Cost of
Sales” are not material. The corresponding income tax benefit recognized for the fiscal years ended May 30, 2009, May 31, 2008, and
June 2, 2007, was $1.0 million, $2.1 million, and $1.6 million, respectively.

As of May 30, 2009, total pre-tax stock-based compensation cost not yet recognized related to non-vested awards was
approximately $5.2 million. The weighted-average period over which this amount is expected to be recognized is 1.46 years.

The company estimated the fair value of employee stock options on the date of grant using the Black-Scholes model. In determining
these values, the following weighted-average assumptions were used for the options granted during the fiscal years indicated.

2009 2008 2007

Risk-free interest rates(") 1.96-3.55%  3.13-4.82%  4.33-4.95%
Expected term of options( 55years 1.6-5.5years 1.7-5.0 years
Expected volatility® 33% 28% 28%
Dividend yield 1.4% 1.0% 1.0%
Weighted-average grant-date fair value of stock options:

Granted with exercise prices equal to the

fair market value of the stock on the date of grant $7.25 $9.55 $9.38

Granted with exercise prices greater than the

fair market value of the stock on the date of grant $— $— $7.48

(1) Represents the U.S. Treasury yield over the same period as the expected option term.

(2) Represents the period of time that options granted are expected to be outstanding. Based on analysis of historical option exercise activity, the company has determined that all
employee groups exhibit similar exercise and post-vesting termination behavior.

(3) Amount is determined based on analysis of historical price volatility of the company’s common stock over a period equal to the expected term of the options. The company also
utilizes a market-based or “implied volatility” measure, on exchange-traded options in the company’s common stock, as a reference in determining this assumption.

(4) Represents the company’s estimated cash dividend yield over the expected term of options.

Stock-based compensation expense recognized in the Consolidated Statements of Operations, has been reduced for estimated
forfeitures, as it is based on awards ultimately expected to vest. SFAS 123(R) requires forfeitures to be estimated at the time of grant
and revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates. Forfeitures were estimated based on
historical experience.

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 85.0 percent of the market price. The company recognized pre-tax compensation expense related to
employee stock purchases of $0.4 million, $0.5 million, and $0.5 million for the fiscal years ended May 30, 2009, May 31, 2008 and
June 2, 2007, respectively.
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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 from date of grant and expire two to ten
years from date of grant. The options are subject to graded vesting with the related compensation expense recognized on a straight-line
basis over the requisite service period. At May 30, 2009, there were 6.0 million shares available for future options.

The following is a summary of the transactions under the company’s stock option plans.

Weighted-

Weighted- Average Aggregate

Shares Average Remaining Intrinsic

Under Exercise Contractual Value

Option Prices Term (Years) (In Millions)

Outstanding at June 3, 2006 4,330,708 $25.80 3.88 $20.8
Granted at Market 94,205 $34.87
Granted>Market 385,286 $30.54
Exercised (1,886,326) $25.01
Forfeited (63,751) $29.72

Outstanding at June 2, 2007 2,860,122 $27.18 4.82 $26.8
Granted at Market 317,902 $31.35
Exercised (125,301) $24.03
Forfeited (58,121) $30.84

Outstanding at May 31, 2008 2,994,602 $27.68 4.36 $1.5
Granted at Market 509,100 $23.07
Exercised (23,050) $24.29
Forfeited (656,440) $27.86

Qutstanding at May 30, 2009 2,824,212 $26.83 4.86 $0.2

Ending vested + Expected to vest 2,799,946 $26.85 483 $0.2

Exercisable at end of period 2,095,761 $27.20 3.52 $—

Pre-tax compensation expense related to these options totaled $2.9 million, $3.0 million, and $2.5 million for fiscal 2009, 2008, and
2007, respectively.

The total pre-tax intrinsic value of options exercised during fiscal 2009, 2008 and 2007 was $0.1 million, $0.9 million, and $19.8
million, respectively. The aggregate intrinsic value in the preceding table represents the total pre-tax intrinsic value, based on the
company’s closing stock price as of the end of the period presented, which would have been received by the option holders had all
option holders exercised in-the-money options as of that date.

The following is a summary of stock options outstanding at May 30, 2009.

Outstanding Stock Options Exercisable Stock Options
Range of Exercise Price Shares Weighted- Weighted- Shares Weighted-
Average Average Average
Remaining Exercise Exercise
Contractual Prices Prices

Term (Years)
$12:35-525.10 1,045,208 317 $22.65 950,664 $23.68
$25.13-$30.54 1,202,903 5.63 $27.48 718,983 $28.13
$31.84-$38.13 576,101 6.33 $33.07 426,114 $33.50
Total 2,824,212 4.86 $26.83 2,095,761 $27.20

47 Herman Miller, Inc., and Subsidiaries



Notes to the Consolidated Financial Statements
14 Stock Based Compensation (continued)

Restricted Stock Grants

From time to time, the company grants restricted common stock to certain key employees. Shares are granted in the name of the
employee, who has all rights of a shareholder, subject to certain restrictions on transferability and a risk of forfeiture. The grants are
subject to either cliff-based or graded vesting over a period not to exceed five years, 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 lapse. The
company recognizes the related compensation expense on a straight-line basis over the requisite service period. A summary of shares
subject to restrictions follows.

2009 2008 2007

Shares Weighted- Shares Weighted- Shares Weighted-

Average Average Average

Grant-Date Grant-Date Grant-Date

Fair Value Fair Value Fair Value

Outstanding, at beginning of year 116,074 $26.59 106,001 $26.00 140,484 $25.12
Granted 4,500 $20.04 12,922 $31.13 5,050 $33.68
Vested (2814)  $29.02 (2,849)  $2521  (39,533)  $23.87
Forfeited or Expired (900) $30.06 — — — $—
Outstanding, at end of year 116,860 $26.25 116,074 $26.59 106,001 $26.00

Pre-tax compensation expense related to these awards totaled $0.7 million for each of the fiscal years ended May 30, 2009, May 31,
2008 and June 2, 2007, respectively. The weighted-average remaining recognition period of the outstanding restricted shares at May
30, 2009, was 0.46 years. The fair value on the dates of vesting for shares that vested during the twelve months ended May 30, 2009,
was $0.1 million.

Restricted Stock Units

The company has previously granted restricted stock units to certain key employees. This program provided that the actual number of
restricted stock units awarded was tied in part to the company’s annual financial performance for the year on which the grant is based.
The awards generally cliff-vest after a five-year service period, with prorated vesting under certain circumstances and continued vesting
into retirement. Each restricted stock unit represents one equivalent share of the company’s common stock to be awarded, free of
restrictions, after the vesting period. Compensation expense related to these awards is recognized over the requisite service period,
which includes any applicable performance period. Dividend equivalent awards are granted quarterly. The following is a summary of
restricted stock unit transactions for the fiscal years indicated.

2009 2008 2007

Share  Aggregate Weighted- Share  Aggregate Weighted- Share  Aggregate Weighted-

Units Intrinsic Average Units Intrinsic Average Units Intrinsic Average

Value in Remaining Value in Remaining Value in Remaining

Millions  Contractual Millions Contractual Millions  Contractual

Term (Years) Term (Years) Term (Years)

Outstanding, at beginning of year 168,374 $4.1 2.69 177 474 $6.5 3.68 80,062 $2.4 4.07
Granted 3,438 2,195 109,318
Forfeited (9,927) (8,404) (10,379)
Released (14,074) (2,891) (1,527)

Outstanding, at end of year 147,811 $2.0 1.69 168,374 $4.1 2.69 177,474 $6.5 3.68

Ending vested + expected to vest 134,402 $1.9 1.69 143,554 $3.6 2.69 154,808 $5.7 3.68

Pre-tax compensation expense related to restricted stock units totaled $0.6 million, $0.6 million, and $1.1 million for fiscal 2009, 2008
and 2007, respectively.
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Performance Share Units

The company grants performance share units to certain key employees. No performance share units were granted prior to fiscal 2008.
The number of units initially awarded is based on the value of a portion of the participant's long-term incentive compensation, divided by
the fair value of the company’s common stock on the date of grant. 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. 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. The
following is a summary of performance share unit transactions for the fiscal years indicated.

2009 2008

Share  Aggregate Weighted- Share  Aggregate Weighted-

Units Intrinsic Average Units Intrinsic Average

Value in Remaining Value in Remaining

Millions Contractual Millions ~ Contractual

Term (Years) Term (Years)

Outstanding, at beginning of year 93,023 $2.3 2.15 — $— —
Granted 101,426 95,530
Forfeited (11,472) (2,507)

Outstanding, at end of year 182,977 $— 1.65 93,023 $2.3 2.15

Ending vested + expected to vest — $— 1.65 85,434 $2.1 2.15

Pre-tax compensation expense (income) related to performance stock units totaled $(1.4) million and $1.4 million for fiscal 2009 and
2008, respectively. The recognition of income during fiscal 2009 was driven by the reversal of expense for 2007 performance stock
awards based on the company’s recent financial performance, due to these awards no longer being considered probable of being
earned.

Deferred Compensation Plan

In 2008 the company discontinued use of the existing Non-qualified Deferred Compensation Plan for new contributions and established
the Herman Miller, Inc. Executive Equalization Retirement Plan.

The Non-qualified Deferred Compensation Plan allowed selected employees to defer part or all of their executive incentive cash
bonus payment each year. The company could make a matching contribution of 30 percent of the executive’s contribution up to 50
percent of the deferred cash incentive bonus. The company’s matching contribution vested at the rate of 33 1/3 percent annually. In
accordance with the terms of the plan, the executive deferral and company matching contribution were placed in a “Rabbi” trust, which
invested solely in the company’s common stock. Rabbi trust arrangements offer the executive a degree of assurance for ultimate
payment of benefits without causing constructive receipt for income tax purposes. Distributions to the executive from the Rabbi trust can
only be made in the form of the company’s common stock. The assets in the Rabbi trust remain subject to the claims of creditors of the
company and are not the property of the executive and are, therefore, included as a separate component of shareholders’ equity under
the caption Key Executive Deferred Compensation.

The Herman Miller, Inc. Executive Equalization Retirement Plan is a supplemental deferred compensation plan and was made
available for salary deferrals and company contributions beginning in January 2008. The plan is available to a select group of
management or highly compensated employees who are selected for participation by the Executive Compensation Committee of the
Board of Directors. The plan allows participants to defer up to 50 percent of their base salary and 100 percent of their incentive cash
bonus. Company contributions to the plan “mirror” the amounts the company would have contributed to the various qualified retirement
plans had the employee’s compensation not been above the IRS statutory ceiling ($230,000 in 2008). Herman Miller does not
guarantee a rate of return for these funds. Instead, participants make investment elections for their deferrals and company
contributions. Investment options are the same as those available under the Herman Miller Profit Sharing and 401(k) Plan except for
company stock which is not an investment option under this plan.

In accordance with the terms of the Executive Equalization Plan, the salary and bonus deferrals and company contributions have
been placed in a Rabbi trust. The assets in the Rabbi trust remain subject to the claims of creditors of the company and are not the
property of the participant and are, therefore, included as an asset on the company’s balance sheet.
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Director Fees

Company directors may elect to receive their director fees in one or more of the following forms: cash, deferred compensation in the
form of shares, unrestricted company stock at the market value at the date of election, or stock options that vest in one year and expire
in ten years. The exercise price of the stock options granted may not be less than the market price of the company’s common stock on
the date of grant. Under the plan, the Board members received the following in the fiscal years indicated.

2009 2008 2007
Options 94,544 21,746 9,494
Shares of common stock 30,004 16,086 5,637
Shares through the deferred compensation program — 4,334 6,529
15. Income Taxes
The components of earnings before income taxes and minority interest are as follows.
(in milions) 2009 2008 2007
Domestic $78.4 $176.1 $149.9
Foreign 20.5 54.3 371
Total $98.9 $230.4 $187.0
The provision (benefit) for income taxes consists of the following.
(In millions) 2009 2008 2007
Current: Domestic — Federal $18.7 $62.7 $38.7
Domestic — State 1.7 5.0 3.7
Foreign 7.5 21.1 12.3
Subtotal 27.9 88.8 54.7
Deferred: Domestic — Federal 3.6 (7.6) 1.6
Domestic — State (0.3) (0.3) 0.9
Foreign (0.2) (2.7) 0.7
Subtotal 3.1 (10.6) 3.2
Total income tax provision $31.0 $78.2 $57.9

The following table represents a reconciliation of income taxes at the United States statutory rate with the effective tax rate as
follows.

(In millions) 2008 2008 2007

Income taxes computed at the United States

statutory rate of 35% $34.6 $80.7 $65.5
Increase (decrease) in taxes resulting from:

Manufacturing deduction under the American Jobs Creation Act of 2004 (1.4) (3.4) (1.2)

Other, net (2.2) 0.9 (6.4)
Income tax expense $31.0 $78.2 $57.9
Effective tax rate 31.4% 33.9% 31.0%

In fiscal 2007, the company was granted a tax holiday from the Ningbo Economic and Technological Development Commission in
China. This agreement provides, starting with the first year of cumulative profits, for the company to be taxed at reduced rate for five
years. The company’s Ningbo, China operations started the first year of the tax holiday as of January 1, 2008.
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The tax effects and types of temporary differences that give rise to significant components of the deferred tax assets and liabilities at
May 30, 2009 and May 31, 2008, are as follows.

(In millions) 2009 2008

Deferred tax assets:

Compensation-related accruals $7.8 $9.9
Accrued pension and post-retirement benefit obligations 52.4 15.0
Accrued health claims 1.6 1.9
Reserves for inventory 17 2.3
Reserves for uncollectible accounts and notes receivable 2.3 2.6
Warranty 5.0 4.6
State and local tax net operating loss carryforwards 3.8 3.7
Federal net operating loss carryforward 04 0.6
Non-Qualified Stock Options 2.8 21
State credits 1.8 1.8
Foreign tax net operating loss carryforwards 54 5.2
Foreign tax credits 0.2 35
Other 6.5 7.8
Subtotal 91.7 61.0
Valuation allowance (9.2) (8.8)
Total $82.5 $52.2
Deferred tax liabilities:
Book basis in property in excess of tax basis $(16.7) $(15.8)
Prepaid employee benefits (5.2) (5.9)
Other (0.8) (1.5)
Total $(22.7) $(23.2)

The future tax benefits of net operating loss (NOL) carryforwards and foreign tax credits are recognized to the extent that realization
of these benefits is considered more likely than not. The company bases this determination on the expectation that related operations
will be sufficiently profitable or various tax planning strategies will enable the company to utilize the NOL carryforwards and/or foreign
tax credits. To the extent that available evidence about the future raises doubt about the realization of these tax benefits, a valuation
allowance is established.

At May 30, 2009, the company had state and local tax NOL carryforwards of $59.4 million, the tax benefit of which is $3.8 million,
which have various expiration periods from one to twenty years. The company also had state credits with a tax benefit of $1.8 million
that expire in one to six years. For financial statement purposes, the NOL carryforwards and state tax credits have been recognized as
deferred tax assets, subject to a valuation allowance of $4.2 million.

At May 30, 2009, the company had a federal NOL carryforward of $1.0 million, the tax benefit of which is $0.4 million, which expires
in 17 years. For financial statement purposes, the NOL carryforward has been recognized as a deferred tax asset, subject to a
valuation allowance of $0.4 million.

At May 30, 2009, the company had foreign net operating loss carryforwards of $19.0 million, the tax benefit of which is $5.4 million,
which have expiration periods from two years to unlimited in term. The company also had foreign tax credits with a tax benefit of $0.2
million that expire in seven to ten years. For financial statement purposes, NOL carryforwards and foreign tax credits have been
recognized as deferred tax assets, subject to a valuation allowance of $4.6 million.

The company has not provided for United States income taxes on undistributed earnings of foreign subsidiaries totaling
approximately $72.0 million. Recording deferred income taxes on these undistributed earnings is not required, because these earnings
have been deemed to be permanently reinvested. These amounts would be subject to possible U.S. taxation only if remitted as
dividends. The determination of the hypothetical amount of unrecognized deferred U.S. taxes on undistributed earnings of foreign
entities is not practicable.
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The company adopted the provisions of FIN 48 on June 3, 2007. As a result of the adoption of FIN 48, the company recorded an
increase in liabilities for income tax accruals associated with tax benefits claimed on tax returns but not recognized for financial
statements purposes (“unrecognized tax benefits”). The components of the company’s unrecognized tax benefits are as follows:

(In millions)

Balance at May 31, 2008 $7.2
Increases related to current year income tax positions 1.1
Increases related to prior year income tax positions 0.9
Decreases related to prior year income tax positions (1.2)
Decreases related to lapse of applicable statue of limitations (0.3)
Balance at May 30, 2009 $7.7

The company’s effective tax rate would have been affected by the $7.7 million of unrecognized tax benefits had this amount been
recognized as a reduction to income tax expense.

The company recognizes interest and penalties related to unrecognized tax benefits through income tax expense in its statement of
operations. Interest and penalties recognized in the company’s Consolidated Statements of Operations for the years ended May 30,
2009 and May 31, 2008 were $0.1 and $0.2, respectively. As of May 30, 2009 and May 31, 2008, the company’s recorded liability for
interest and penalties related to unrecognized tax benefits totaled $1.0 million and $0.9 million, respectively.

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 that the amounts of unrecognized tax benefits
could change in the next 12 months as a result of new positions that may be taken on income tax returns, settlement of tax positions
and the closing of statutes of limitation. It is not expected that any of the changes will be material to the company’s Consolidated
Statement of Operations.

For the majority of tax jurisdictions, the company is no longer subject to U.S. federal, state and local, or non-U.S. income tax
examinations by tax authorities for fiscal years before 2005.

Subsequent to May 30, 2009, the company closed an audit with the Internal Revenue Service covering fiscal years 2005 through
2008.

16. Fair Value of Financial Instruments

The carrying amount of the company’s financial instruments included in current assets and current liabilities approximates fair value due
to their short-term nature. As of May 30, 2009 and May 31, 2008, the company estimates that the fair value of notes receivable
approximates the related carrying values. The company intends to hold these notes to maturity and has recorded allowances to reflect
the expected net realizable value. As of May 30, 2009, the carrying value of the company’s long-term debt, including both current
maturities and the fair value of the company’s interest rate swap arrangements, was $377.4 million with a corresponding fair market
value of $365.6 million. At May 31, 2008, the carrying value and fair market value was $375.5 million and $370.1 million, respectively.

17. Financial Instruments with Off-Balance Sheet Risk

The company has periodically utilized financial instruments to manage its foreign currency volatility at the transactional level as well as
its exposure to interest rate fluctuations.

Foreign Currency Contracts

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, euro, Canadian dollar, Japanese yen, Mexican peso, and
Chinese renminbi. As of May 30, 2009, the company had outstanding, nine forward currency instruments designed to offset either net
asset or net liability exposure that is denominated in non-functional currencies. Three forward contracts were placed in order to offset
4.8 million euro-denominated net asset exposure that is denominated in a non-functional currency and two forward contracts were
placed in order to offset 2.9 million U.S. dollar-denominated net asset exposure that is denominated in a non-functional currency. Two
forward contracts were placed to offset a 4.0 million U.S. dollar-denominated net liability exposure in China and Brazil and two forward
contracts were placed to offset a 3.9 million British pound sterling-denominated net liability exposure in Japan and the United Kingdom.
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As of May 31, 2008, the company had outstanding, five forward currency instruments designed to offset either net asset or net liability
exposure that is denominated in non-functional currencies. Three forward contracts were placed in order to offset 4.0 million euro-
denominated net asset exposure that is denominated in a non-functional currency. Two forward contracts were placed to offset a 6.0
million U.S. dollar-denominated net liability exposure in China. At both May 30, 2009 and May 31, 2008 the fair value of the forward
currency instruments was $0.1 million.

Interest Rate Swaps

In November 2003, the company entered into two fixed-to-floating interest rate swap agreements. The first which expires March 15,
2011, effectively converts $50.0 million of fixed-rate debt securities to a floating-rate basis. The fair value of this swap instrument, which
is based upon expected LIBOR rates over the remaining term of the instrument, was approximately $2.4 million at May 30, 2009, and is
reflected as an addition to long-term debt and an offsetting addition to non-current assets in the Consolidated Balance Sheets. As of
May 31, 2008, the fair value of approximately $0.5 million was reflected as an addition to long-term debt and an offsetting addition to
non-current assets. The floating interest rate for this agreement is based on the six-month LIBOR, set in-arrears at the end of each
semi-annual period, and is estimated to be approximately 3.5 percent and 5.6 percent at May 30, 2009, and May 31, 2008, respectively.
The next scheduled interest rate reset date is in September 2009. The second agreement expired March 5, 2008.

As of May 31, 2008, a total of $50.0 million of the company’s outstanding debt was effectively converted to a variable-rate basis as a
result of the remaining interest rate swap arrangement. This swap is a fair-value hedge and qualifies for hedge-accounting treatment
using the “short-cut’ method under the provisions of SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities.”
Under this accounting treatment, the change in the fair value of the interest rate swap is equal to the change in value of the related
hedged debt and, as a result, there is no net effect on earnings. The agreement requires the company to pay floating-rate interest
payments in return for receiving fixed-rate interest payments that coincide with the semi-annual payments to the debt holders at the
same date. The periodic interest settlements, which occur at the same interval as the public debt securities, are recorded as interest
expense.

The counterparty to the remaining swap instrument is a large financial institution which the company believes is of high-quality
creditworthiness. While the company may be exposed to potential losses due to the credit risk of non-performance by this counterparty,
such losses are not anticipated.

These swap arrangements effectively reduced interest expense by $1.2 million in fiscal 2009 and $0.4 million in fiscal 2008, and
increased interest expense by $0.6 million in fiscal 2007.
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18. Supplemental Disclosures of Cash Flow Information

The following table presents the adjustments to reconcile net earnings to net cash provided by operating activities.

(In millions) 2009 2008 2007
Depreciation $39.5 $41.1 $39.7
Amortization 2.2 21 15
Provision for losses on accounts receivable and notes receivable 2.3 38 (0.6)
Provision for losses on financial guarantees (0.1) (0.1) (0.2)
Minority interest (0.1) (0.1) —
Loss on sales of property and equipment 0.5 1.1 15
Gain on disposal of owned dealers (0.8) (0.9 —
Deferred taxes 3.1 (10.6) 3.2
Pension and other post-retirement benefits 5.2 55 3.9
Stock-based compensation 3.3 6.2 49
Excess tax benefits from stock-based compensation 0.3 (0.1) (6.7)
Other liabilities 22 1.9 0.3
Other 0.5 (0.4) (1.9

Changes in current assets and liabilities:
Decrease (increase) in assets:

Accounts receivable 53.5 (21.3) (14.8)
Inventories 15.3 2.6 (9.0)
Prepaid expenses and other (4.8) (2.6) (6.3)
Increase (decrease) in liabilities:
Accounts payable (37.8) 6.1 (1.8)
Accrued liabilities (60.6) 27.0 (5.1)
Total changes in current assets and liabilities (34.4) 11.8 (37.0)
Total adjustments $23.7 $61.3 $8.6

Cash payments for interest and income taxes were as follows.

(In millions) 2009 2008 2007
Interest paid $24.1 $13.1 $13.5
Income taxes paid, net of cash received $70.4 $75.7 $57.6

19. Guarantees, Indemnifications, 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 various costs associated with the company’s
warranty program. General warranty reserves are based on historical claims experience and other currently available information and
are periodically adjusted for business levels and other factors. Specific reserves are established once an issue is identified with the
amounts for such reserves based on the estimated cost of correction. Changes in the warranty reserve for the stated periods were as
follows.

(in milions) 2009 2008
Accrual balance, beginning $14.9 $14.6
Accrual for warranty matters 13.8 15.2
Settlements and adjustments (13.3) (14.9)
Accrual balance, ending $15.4 $14.9
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Other Guarantees

The company has entered into a separate agreement to guarantee the debt of an independent contract furniture dealership in fiscal
2009. In accordance with the provisions of FASB Interpretation No. 45, “Guarantor's Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of the Indebtedness of Others” (FIN 45), the company initially recorded an expense equal to
the estimated fair values of this guarantee. The maximum financial exposure assumed by the company as a result of these
arrangement(s) totaled $0.1 million and $0.4 million as of May 30, 2009 and May 31, 2008, respectively. Guarantees of $0.1 million and
$0.3 million are reflected under the caption “Other Liabilities” in the Consolidated Balance Sheets as of May 30, 2009 and May 31,
2008, respectively.

The company is periodically required to provide performance bonds in order to conduct 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 performance bonds are provided by various bonding agencies and the company is ultimately liable for
claims that may occur against them. As of May 30, 2009, the company had a maximum financial exposure related to performance
bonds of approximately $11.6 million. 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
May 30, 2009 and May 31, 2008.

The company periodically enters into agreements in the normal course of business, which may include indemnification clauses
regarding patent/trademark infringement and service losses. Service losses represent all direct or consequential loss, liability, damages,
costs and expenses incurred by the customer or others resulting from services rendered by the company, the dealer, or certain subi
contractors due to a proven negligent act. The company has no history of claims, nor is it aware of circumstances that would require it
to perform under 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 May 30,
2009 and May 31, 2008.

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 whollyl
owned captive insurance company. As of May 30, 2009, the company had a maximum financial exposure from these insurance-related
standby letters of credit of approximately $13.1 million. 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 May 30, 2009 and May 31, 2008.

Contingencies

The company leases a facility in the United Kingdom under an agreement that expires in June 2011. 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 over the lease
term. 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 and $3 million, depending on the outcome of future plans and negotiations.
Based on existing circumstances, it is estimated that these costs will most likely approximate $1.0 million, as of May 30, 2009, and was
estimated to be $1.0 million as of May 31, 2008. As a result, these amounts have been recorded as a liability reflected under the
caption “Other Liabilities” in the Consolidated Balance Sheets.

The company has a lease obligation in the United Kingdom until May 2014 for a facility that it previously exited. The company
believes it will be able to assign or sublet the lease for the majority of the remaining lease term to another tenant at current market
rates. However, current market rates for comparable office space are lower than the rental payments owed under the lease agreement.
As such, the company would remain liable to pay the difference. As a result, the estimated liability of $1.6 million and $2.0 million is
reflected under the caption “Other Liabilities” in the Condensed Consolidated Balance Sheets at May 30, 2009 and May 31, 2008,
respectively.

The company, for a number of years, has sold various products to the United States Government under General Services
Administration (“GSA”) multiple award schedule contracts. Under the terms of these contracts, the GSA is permitted to audit the
company’s compliance with the GSA contracts. The company has occasionally noted errors in complying with contract provisions. From
time to time the company has notified the GSA of known instances of non-compliance (whether favorable or unfavorable to the GSA)
once such circumstances are identified and investigated. The company does not believe that any of the errors brought to the GSA’s
attention will adversely affect its relationship with the GSA. Currently there are no GSA post-award audits either scheduled or in
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process. Management does not expect resolution of potential future audits to have a material adverse effect on the company’s
Consolidated Financial Statements.

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.

20. Operating Segments

The company is comprised of two primary operating segments as defined by SFAS No. 131, “Disclosures about Segments of an
Enterprise and Related Information;” North American Furniture Solutions and non-North American Furniture Solutions.

The North American Furniture Solutions segment includes the operations associated with the design, manufacture, and sale of
furniture products for work-related settings, including office and healthcare environments, throughout the United States, Canada, and
Mexico. The business associated with the company’s owned contract furniture dealers is also included in the North American Furniture
Solutions segment. The non-North American Furniture Solutions segment includes the operations associated with the design,
manufacture, and sale of furniture products, primarily for work-related settings, outside of North America.

The company also reports an “Other” category consisting primarily of its North American Home and start-up businesses and certain
unallocated corporate expenses. North American Home includes the operations associated with the design, manufacture and sale of
furniture products for residential settings in the United States, Canada, and Mexico. The start-up businesses are discrete operations,
such as Convia, Inc., or activities aimed at developing innovative products to serve current and new markets.

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 years indicated.

(In millions) 2009 2008 2007
Net Sales:
North American Furniture Solutions $1,349.4 $1,636.3 $1,563.6
Non-North American Furniture Solutions 2384 3235 278.5
Other 42.2 52.3 76.8
Total $1,630.0 $2,012.1 $1,918.9
Depreciation and Amortization:
North American Furniture Solutions $35.7 $36.5 $35.7
Non-North American Furniture Solutions 44 46 44
Other 16 2.1 1.1
Total $41.7 $43.2 $41.2
Operating Eamings:
North American Furniture Solutions $133.0 $195.9 $161.7
Non-North American Furniture Solutions 15.1 47.3 28.9
Other (25.3) 34 75
Total $122.8 $246.6 $198.1
Capital Expenditures:
North American Furniture Solutions $22.3 $33.2 $34.1
Non-North American Furniture Solutions 2.8 57 48
Other 0.2 16 24
Total $25.3 $40.5 $41.3
Total Assets:
North American Furniture Solutions $628.7 $594.9 $507.0
Non-North American Furniture Solutions 110.7 159.2 133.1
Other 27.9 29.1 26.1
Total $767.3 $783.2 $666.2
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The accounting policies of the reportable operating segments are the same as those of the company, which are disclosed in further
detail within Note 1. Additionally, the company employs a methodology for allocating corporate costs and assets to the operating
segments. The underlying objective of this methodology is 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 most appropriate for all expenses. The majority of corporate costs are allocated to the operating
segments; however, certain costs that are 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. The restructuring charges of $28.4 million in
fiscal 2009 and $5.1 million in fiscal 2008 and discussed in Note 21 were allocated to the “Other” category.

The company’s product offerings consist primarily of office furniture systems, seating, freestanding furniture, storage and casegoods.
These product offerings are marketed, distributed, and managed primarily as a group of similar products on an overall portfolio basis.
The following is a summary of net sales by product category for the respective fiscal years indicated. Given that formal product line
information is not available for the company as a whole, this summary is intended to represent a reasonable estimate of net sales by
product category based on the best information available.

(In millions) 2009 2008 2007
Net sales:
Systems $511.6 $579.7 $565.2
Seating 361.1 489.1 481.7
Freestanding and storage 260.3 295.9 288.0
International( 365.7 481.0 408.9
Other@ 131.3 166.4 1751
Total $1,630.0 $2,012.1 $1,918.9

(1) The company has determined that the disclosure of international product line information is not practicable.
(2) Other” primarily consists of miscellaneous or otherwise uncategorized product sales and service sales.

Sales by geographic area are based on the location of the customer. Long-lived assets consist of long-term assets of the company,
excluding financial instruments and deferred tax assets. The following is a summary of geographic information for the respective fiscal
years indicated. Individual foreign country information is not provided as none of the individual foreign countries in which we operate are
considered material for separate disclosure based on quantitative and qualitative considerations.

(In millions) 2009 2008 2007
Net Sales:
United States $1,233.6 $1,531.1 $1,510.0
International(® 396.4 481.0 408.9
Total $1,630.0 $2,012.1 $1,918.9
Long-Lived Assets:
United States $162.4 $189.3 $194.2
International(® 24.9 30.6 28.5
Total $187.3 $219.9 $222.7

It is estimated that no single dealer accounted for more than 4.0 percent of the company’s net sales in the fiscal year ended May 30,
2009. It is also estimated that the largest single end-user customer, the U.S. federal government, accounted for $167.2 million or
approximately 10 percent of the company’s fiscal 2009 net sales. The 10 largest customers accounted for approximately 21 percent of
net sales.

Approximately 7 percent of the company’s employees are covered by collective bargaining agreements, most of whom are
employees of its Integrated Metal Technology, Inc., and Herman Miller Limited (U.K.) subsidiaries.
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21. Restructuring Charges
2008 Action

During the second quarter of fiscal 2008, the company executed a restructuring plan (“the 2008 Plan”) that reduced operating expenses
in order to improve operating performance, profitability and further enhance productivity and efficiencies. The 2008 Plan eliminated
approximately 150 full-time positions, primarily in West Michigan. In connection with the 2008 Plan, the company recorded $5.2 million
of pre-tax charges and $(0.1) million of adjustments for employee severance and outplacement costs. These charges were reflected
separately as restructuring expenses in the Consolidated Statements of Operations.

The following is a summary of changes in restructuring accruals during fiscal 2008.

(In millions) Severance and Outplacement Costs
Balance as of June 2, 2007 $—
Restructuring expenses 5.2
Adjustments (0.1)
Cash payments (4.5)
Balance as of May 31, 2008 $0.6
Cash payments (0.6)
Balance as of May 30, 2009 $—
2009 Action

During the third quarter of fiscal 2009, the company executed a restructuring plan (“the 2009 Plan”) that reduced operating expenses in
order to improve operating performance, profitability and further enhance productivity and efficiencies. The 2009 Plan eliminated
approximately 1,400 salaried, hourly and temporary positions, primarily in the North American Furniture Solutions segment. A number
of these employees were offered one-time termination benefits, including severance and outplacement services. Additionally, the
company consolidated facilities and exited leased buildings. In connection with these actions, the company recognized $28.4 million of
pre-tax charges.

In May 2009, the company announced a plan to consolidate manufacturing operations with the closure of its Integrated Metal
Technologies (IMT) subsidiary in Spring Lake, Michigan. Under this plan, the company will retain existing production capacity and will
enhance operational efficiency, with the majority of work and equipment moving to other newer, larger facilities in the area. Relocation
is targeted to begin in August 2009, with the work completed and final closure targeted for spring 2010. The anticipated one-time cost
for this action is $9 million to $12 million with approximately $2 million of these costs having been recognized in fiscal 2009. It is
anticipated that the remainder of these costs will be incurred in fiscal 2010 and will be paid for with cash generated from operations.

The following is a summary of changes in restructuring accruals during fiscal 2009.

Severance and

Total Plan Outplacement  Leased Building
(In millions) Costs Costs Exit Costs
Balance as of May 31, 2008 $— $— $—
Restructuring expenses 284 25.0 34
Cash payments (16.8) (16.0) (0.8)
Balance as of May 30, 2009 $11.6 $9.0 $2.6

These charges have been reflected separately as restructuring expenses in the Consolidated Statements of Operations. Refer to
Note 20 for a discussion of the Plan’s impact on the company’s reportable operating segments.

58 2009 Annual Financial Statements



Management’s Report on Internal Control over Financial Reporting

To the Board of Directors and Shareholders of Herman Miller, Inc.

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as defined in
Exchange Act Rule 13a-15(f). The internal control over financial reporting at Herman Miller, Inc., is designed to provide reasonable
assurance to our stakeholders that the financial statements of the company fairly represent its financial condition and results of
operations.

Under the supervision and with the participation of management, including our Chief Executive Officer and Chief Financial Officer, we
conducted an assessment of the effectiveness of our internal control over financial reporting as of May 30, 2009, based on the
framework in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Based on this assessment, our management believes the company’s internal control over financial reporting was
effective as of May 30, 2009.

Ernst & Young LLP has issued an attestation report on the effectiveness of our internal control over financial reporting, which
appears on page 82.

B AWM —__

Brian C. Walker
Chief Executive Officer

Gregory J. Bylsma
Chief Financial Officer
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Report of Independent Registered Public Accounting Firm on Internal Control over Financial Reporting

To the Board of Directors and Shareholders of Herman Miller, Inc.

We have audited Herman Miller Inc.’s internal control over financial reporting as of May 30, 2009, based on criteria established in
Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO
criteria). Herman Miller. Inc.'s management is responsible for maintaining effective internal control over financial reporting, and for its
assessment of the effectiveness of internal control over financial reporting included in the accompanying Management's Report on
Internal Control over Financial Reporting. Our responsibility is to express an opinion on the company’s internal control over financial
reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over
financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect
on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Herman Miller, Inc. maintained, in all material respects, effective internal control over financial reporting as of May 30,
2009, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
fiscal 2009 consolidated financial statements of Herman Miller, Inc., and our report dated July 20, 2009 expressed an unqualified
opinion thereon.

Grand Rapids, Michigan /sl Ernst & Young LLP
July 20, 2009
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Report of Independent Registered Public Accounting Firm on Financial Statements

To the Board of Directors and Shareholders of Herman Miller, Inc.

We have audited the accompanying consolidated balance sheets of Herman Miller, Inc. and subsidiaries as of May 30, 2009 and
May 31, 2008, and the related consolidated statements of operations, shareholders’ equity and cash flows for each of the three fiscal
years in the period ended May 30, 2009. These financial statements are the responsibility of the company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of
Herman Miller, Inc. and subsidiaries at May 30, 2009 and May 31, 2008, and the consolidated results of their operations and their cash
flows for each of the three fiscal years in the period ended May 30, 2009, in conformity with U.S. generally accepted accounting
principles.

As discussed in Note 15 to the consolidated financial statements, in fiscal 2008, the company changed its method of accounting for
unrecognized tax benefits as a result of the required adoption of Financial Accounting Standards Board Interpretation No. 48.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Herman Miller, Inc.’s internal control over financial reporting as of May 30, 2009, based on criteria established in Internal Control-
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated July
20, 2009 expressed an unqualified opinion thereon.

Grand Rapids, Michigan /sl Ernst & Young LLP
July 20, 2009

61  Herman Miller, Inc., and Subsidiaries



Board of Directors

Paget L. Alves(")
President, South Region Sales & Distribution, Sprint Nextel
Global communications company

Mary Vermeer Andringa@
President and Chief Executive Officer, Vermeer Manufacturing Company
Agricutlural and industrial equipment manufacturer

Douglas D. French(®
Managing Director, Santé Health Ventures
Healthcare venture capital

Lord Brian Giriffiths of Fforestfach®
International Advisor, Goldman Sachs International Limited
International investment banking firm and House of Lords, United Kingdom

J. Barry Griswell()@)
Retired Chairman, President and Chief Executive Officer, Principal Financial Group, Inc. and Principal Life
Financial services organization

John R. Hoke [l
Vice President, Global Footwear, Converse, Inc.
Footwear, apparel, equipment, and accessories

James R. Kackley@()
Director of various companies

Mark S. Nemschoff
Consultant to Herman Miller
Former President and Chief Executive Officer, Nemschoff Chairs, Inc.

C. William Pollard@6)
Chairman Emeritus, The ServiceMaster Company
Management and consumer services for healthcare, industrial, and educational facilities

Dorothy A. Terrell®)
Venture Partner, First Light Capital

David O. Ulrich®)
Professor, University of Michigan Business School

Michael A. Volkema®
Chairman of the Board, Herman Miller, Inc.

Brian C. Walker
President and Chief Executive Officer, Herman Miller, Inc.

Daniel C. Molhoek

Secretary to the Board, Partner, Varnum Riddering, Schmidt & Howlett LLP
Attorneys at law

(1) Executive Compensation Committee

(2) Audit Committee

(3) Executive Committee
(4) Nominating and Governance Committee
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Leadership Team

Brian Walker
President and Chief Executive Officer

Greg Bylsma
Executive Vice President, Chief Financial Officer

Steve Gane
Senior Vice President
President, Geiger

Don Goeman
Executive Vice President, Research, Design, and Development

Ken Goodson
Executive Vice President, Operations

Kathleen Koch
Senior Vice President, Marketing

Andy Lock
Executive Vice President, Chief Administrative Officer

Beth Nickels
Executive Vice President
President, Herman Miller Healthcare

John Portlock
Executive Vice President
President, Herman Miller International

Curt Pullen
Executive Vice President
President, North American Office and Learning Environments
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Shareholder Reference Information

Line of Business

Herman Miller is a 100-year-old-plus company that places great importance on design, the environment, community service, and the
health and well-being of our customers and our employees. Innovative ways to improve the performance of our customers’
organizations have become our hallmark. Our award-winning furniture, services, and other products are available through retailers and
dealers around the world. Whether your world is an office, a school, a home, or a hospital-and whether you are a customer, an
employee, a shareholder, or a member of our community—we work hard to create a better world around you.

Common Stock

Herman Miller, Inc., common stock is traded on the NASDAQ-Global Select Market System (Symbol: MLHR). As of July 22, 2009, there
were approximately 20,700 record holders, including individual participants in security position listings, of the company’s common stock.
Affirmative Action

Herman Miller, Inc., is an equal opportunity employer and supports affirmative action programs for minorities and women, including the
recruitment, education and training, and economic development of businesses.

Investor Relations

Questions regarding earnings, releases, financial information, and other investor data should be addressed to:

Investor Relations, Herman Miller, Inc., 855 East Main Avenue, PO Box 302, Zeeland, Michigan 49464-0302, USA
Or call: 616 654 3305
Or email: investor@hermanmiller.com

Transfer Agent and Registrar

Computershare Trust Company, N.A., 250 Royall Street, Canton, Massachusetts 02021, Attention: Herman Miller, Inc.
Shareholder Relations
Or call: 866 768 5723

Independent Registered Public Accountants
Ernst & Young LLP, Grand Rapids, Michigan

Contact Herman Miller

Herman Miller has a physical presence through showrooms, dealers, customer centers, retailers, and manufacturing facilities
throughout the world. No matter how you would like to do business with us, you can begin connecting with us at:
www.hermanmiller.com

Or call: 616 654 3000

Or write: Herman Miller, Inc., 855 East Main Avenue, PO Box 302, Zeeland, Michigan 49464-0302, USA
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