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HERMAN MILLER, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(Dollars in Millions)
December 2, June 3,
2006 2006
(Unaudited) (Audited)
ASSETS
Current Assets:
Cash and cash equivalents (Note 8) $ 52.7 $ 106.8
Short-term investments (Note 9) 14.0 15.2
Accounts receivable, net 197.7 173.2
Inventories:
Finished goods 40.0 22.5
Work in process 17.9 12.7
Raw materials 14.4 11.9
Total inventories 72.3 47.1
Prepaid expenses and other 54.2 47.9
Total current assets 390.9 390.2
Property and Equipment, at cost 718.5 707.3
Less - accumulated depreciation (516.2) (504.0)
Net property and equipment (Note 18) 202.3 203.3
Other Assets:
Notes receivable, net 1.6 2.0
Goodwill 39.1 39.1
Intangible assets, net (Note 12) 6.0 6.1
Other noncurrent assets 27.9 27.3
Total other assets 74.6 74.5
Total Assets $ 667.8 $ 668.0
LIABILITIES & SHAREHOLDERS' EQUITY
Current Liabilities:
Unfunded checks $ 7.0 $ 6.5
Current maturities of long-term debt 3.0 3.0
Accounts payable 119.9 112.3
Accrued liabilities (Note 14) 157.4 177.6
Total current liabilities 287.3 299.4
Long-term Liabilities:
Long-term debt, less current maturities (Note 13) 177.4 175.8
Pension benefits (Note 16) 16.1 15.2
Other liabilities (Note 14) 40.5 39.0
Total Liabilities 521.3 529.4
Minority Interest 0.2 0.2
Shareholders' Equity:
Preferred stock, no par value (10,000,000 shares authorized, none issued) - -
Common stock, $0.20 par value (240,000,000 shares authorized, 64,352,952
and 66,034,452 shares issued and outstanding in fiscal 2007 and 2006, 12.9 13.2
respectively)
Retained earnings 198.7 192.2
Accumulated other comprehensive loss (Note 4) (61.6) (63.3)
Key executive deferred compensation plans 3.7) 3.7)
Total Shareholders' Equity 146.3 138.4
Total Liabilities and Shareholders' Equity $ 667.8 $ 668.0

See accompanying notes to condensed consolidated financial statements




HERMAN MILLER, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net Sales

Cost of Sales

Gross Margin

Operating Expenses (Notes 6 and 14)
Operating Earnings

Other Expenses (Income):

Interest expense (Note 13)
Other, net (Notes 3, 9, and 17)

Earnings Before Income Taxes and
Minority Interest

Income Tax Expense (Note 15)

Earnings Before Minority Interest

Minority Interest, net of income taxes (Note 17)

Net Earnings

Earnings Per Share - Basic (Notes 5 and 7)

Earnings Per Share - Diluted (Notes 5 and 7)

Dividends Declared, per share

(Dollars in Millions, Except Per Share Data)_(Unaudited)

Three Months Ended

Six Months Ended

December 2,

December 3,

December 2,

December 3,

2006 2005 2006 2005
$ 4991 $ 4382 $ 9488 $  869.1
328.7 294.3 626.1 583.4

170.4 143.9 322.7 285.7

111.7 99.8 218.3 202.3

58.7 44.1 104.4 83.4

35 36 6.9 6.9
0.7) (1.0) (1.2) (2.3)

55.9 415 98.7 78.8

19.3 13.6 336 26.4

36.6 27.9 65.1 52.4

- - - 0.7

$ 366 $ 279 % 651 $ 51.7
$ 057 $ 041 $ .00 $ 0.75
$ 056 $ 040 $ 099 $ 0.74
$ 008 $ 00725 $ 016 $  0.1450

See accompanying notes to condensed consolidated financial statements




HERMAN MILLER, INC.
CONDENSED CONSOLIDATED STATEMENTS OF

CASH FLOWS
(Dollars in Millions),
(Unaudited),
Six Months Ended
December 2, December 3,
2006 2005

Cash Flows from Operating Activities:
Net earnings $ 65.1 $ 51.7
Adjustments to reconcile net income to net cash provided by
operating activities:

Depreciation and amortization 20.5 21.0
Stock-based compensation (Note 7) 2.5 1.4
Excess tax benefits from stock-based compensation (Note 7) (2.5) --

Gain from sales of owned dealers (Note 6) -- (0.3)

Minority interest (Note 17) - 0.7

Increase in current assets (56.4) (17.4)

Increase (Decrease) in current liabilities (8.3) 5.1

Pension benefits (Note 16) 0.9 1.2

Other, net 2.4 1.7

Net Cash Provided by Operating Activities 24.2 65.1

Cash Flows from Investing Activities:

Changes in notes receivable, net 0.4 2.0
Short-term investment purchases (2.5) (6.0)
Short-term investment sales 4.0 3.3
Capital expenditures (18.8) (22.8)
Proceeds from sales of property and equipment 0.2 0.8
Proceeds from sales of owned dealers (Note 6) -- 2.1
Other, net 0.1) (0.6)
Net Cash Used for Investing Activities (16.8) (21.2)

Cash Flows from Financing Activities:

Dividends paid (10.4) (10.0)
Common stock issued (Note 5) 23.5 25.0
Common stock repurchased and retired (Note 5) (77.1) (62.9)
Excess tax benefits from stock-based compensation (Note 7) 2.5 --
Net Cash Used for Financing Activities (61.5) (47.9)
Effect of Exchange Rate Changes on Cash and Cash Equivalents -- 0.7)
Net Decrease in Cash and Cash Equivalents (54.1) 4.7)
Cash and Cash Equivalents, Beginning of Period 106.8 154.4
Cash and Cash Equivalents, End of Period $ 52.7 $ 149.7

See accompanying notes to condensed consolidated financial statements.




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”), without audit, in accordance with accounting
principles generally accepted in the United States 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 for complete
financial statements. Management believes the disclosures made in this document are adequate so as not to make the information presented misleading.

In the opinion of management, 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 December 2, 2006, and the results of its operations and cash flows
for the interim periods presented. Operating results for the six-month period ended December 2, 2006, are not necessarily indicative of the results that may be
expected for the year ending June 2, 2007. 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 3, 2006.

2. FISCAL YEAR

The company’s fiscal year ends on the Saturday closest to May 31. Fiscal 2007, the year ending June 2, 2007, will contain 52 weeks, while fiscal 2006, the year
ended June 3, 2006, contained 53 weeks. The first six months of fiscal 2007 and 2006 contained 26 weeks and 27 weeks, respectively. The three-month periods
ended December 2, 2006, and December 3, 2005, each contained 13 weeks.

3. FOREIGN CURRENCY TRANSLATION

The functional currency for foreign subsidiaries is the local currency. The cumulative effects of translating the balance sheet accounts from the functional
currency into the United States dollar using current exchange rates and revenue and expense accounts using average exchange rates for the year-to-date period are
included as a component of “Accumulated other comprehensive loss” in the Condensed Consolidated Balance Sheets. The net gain (loss) arising from
remeasuring all foreign currency transactions into the appropriate functional currency, which was included in “Other Expenses (Income)” in the Condensed
Consolidated Statements of Operations was a loss of $0.1 million for the three months ended December 2, 2006 and a negligible gain for the six months ended
December 2, 2006. For the three and six month periods ended December 2, 2005, the net currency gain totaled $0.1 million and $0.2 million, respectively.

4. COMPREHENSIVE INCOME (LOSS)_

Comprehensive income (loss) consists of net earnings, foreign currency translation adjustments, changes in minimum pension liability and unrealized holding
gains (losses) on “available-for-sale” securities. Comprehensive income was $37.5 million and $25.9 million for the three months ended December 2, 2006, and
December 3, 2005, respectively. For the six months ended December 2, 2006, and December 3, 2005, comprehensive income was $66.8 million $49.9 million,
respectively. The following presents the components of “Accumulated other comprehensive loss” for the period indicated.
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Unrealized

Holding Total
Foreign Minimum Period Accumulated
Currency Pension Gains Other
Translation Liability (Losses) Comprehensive
(In Millions) Adjustments (net of tax) (net of tax) Income (Loss)
Balance, June 3, 2006 $ 28 $ (602) $ 03 $ (63.3)
Other comprehensive income
(loss) for the six months ended
December 2, 2006 2.1 (0.6) 0.2 1.7
Balance, December 2, 2006 $ 07) $ (60.8) $ 01 $ (61.6)

5. COMMON STOCK AND 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

December 2, December 3, December 2, December 3,
2006 2005 2006 2005

Numerators:
Numerator for both basic and diluted EPS, net
earnings (In Millions) $ 366 $ 279 $ 65.1 $ 51.7

Denominators:
Denominator for basic EPS, weighted-average
common shares outstanding 64,570,365 68,657,795 64,837,361 69,044,901

Potentially dilutive shares resulting from
stock plans 989,564 558,710 752,544 661,727

Denominator for diluted EPS 65,559,929 69,216,505 65,589,905 69,706,628

Diluted EPS excludes anti-dilutive stock options totaling 745,551 shares with an exercise price range of $30.54-$34.51 at December 2, 2006 and 882,811 shares
with an exercise price range of $29.75-$33.52 at December 3, 2005.

Transactions in the company’s common stock for the three months ended December 2, 2006 and December 3, 2005, included the repurchase of 908,265 shares for
$30.7 million and 922,066 shares for $26.6 million in the respective periods. For the six months ended December 2, 2006, and December 3, 2005, common stock
transactions included the repurchase of 2,609,735 shares for $77.1 million and 2,064,685 shares for $62.9 million, respectively. In addition, stock-based benefit
program activity for the three months ended December 2, 2006 and December 3, 2005, resulted in the issuance of 885,281 shares for $22.5 million and 170,662
shares for $4.1 million in the respective periods. For the six months ended December 2, 2006, and December 3, 2005, stock-based benefit program activity
resulted in the issuance of 928,235 shares for $23.5 million and 1,039,900 for $25.0 million, respectively.

6. ACQUISITIONS AND DIVESTITURES

During the first quarter of fiscal 2006, the company completed the sale of two wholly-owned contract furniture dealerships: Workplace Resource based in
Cleveland, Ohio, and WB Wood based in New York, New York. The sale of these dealerships corresponds with the company’s strategy to continue pursuing
opportunities to transition its owned dealerships to independent owners, as it is believed that independent ownership of contract furniture dealers is generally the
best model for a strong distribution network. The company ceased consolidation of the dealerships’ balance sheets and results of operations since the respective
dates of sale. In connection with these sale transactions, the company received total consideration of $5.7 million, of which $2.1 million represented cash
proceeds for net assets with a carrying value of $5.4 million. This resulted in a pre-tax gain on sale of $0.3 million, which was reflected as an offset to “Operating
Expenses” in the Condensed Consolidated Statement of Operations.




7. STOCK-BASED COMPENSATION

The company utilizes equity-based compensation incentives as a component of its employee and non-employee director compensation philosophy. Currently,
these incentives consist principally of stock options, restricted stock and restricted stock units. The company also offers a discounted stock purchase plan for its
domestic and international employees.

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 beginning of its 2007 fiscal year, using the modified prospective method. Under this method, compensation expense
recognized by the company in the quarter ended December 2, 2006 included: (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). Results of prior periods have not been restated.

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. Under this method, compensation expense related to stock options was recognized only if the market price of the stock underlying
an award on the date of grant exceeded the related exercise price. Expense attributable to other types of stock-based awards, such as restricted stock grants and
restricted stock units, was recognized in the company’s reported results under APB 25.

Certain of the company’s equity-based compensation awards contain provisions that allow for continued vesting into retirement. Prior to adoption of SFAS
123(R), when following the provisions of APB 25, the company recognized compensation expense related to these awards over the vesting period plus any
required performance period, without regard to when an employee became eligible for 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.

The company classifies pre-tax stock-based compensation expense primarily within Operating Expenses on the Condensed Consolidated Statements of
Operations. Related expenses charged to Cost of Sales were not material. For the three months ended December 2, 2006, pre-tax compensation expense for all
types of stock-based programs and the related income tax benefit recognized was $1.1 million and $0.4 million, respectively. For the six months ended December
2, 2006, pre-tax compensation expense for all types of stock-based programs and the related income tax benefit recognized was $2.5 million and $0.8 million,
respectively. As a result of adopting SFAS 123(R) at the beginning of fiscal 2007, the company’s reported pre-tax stock-based compensation expense for the
respective three and six month periods ended December 2, 2006, was approximately $0.8 million and $1.4 million higher than it would have been under APB 25.
The stock-based compensation expense effectively reduced basic and diluted earnings per share in the three and six month periods ended December 2, 2006, by
approximately $0.01 and $0.02, respectively.




The following table reconciles reported net earnings and per share information to pro forma net earnings and per share information that would have been reported
if the fair value method had been used to account for stock-based employee compensation during fiscal year 2006.

Three Months Ended Six Months Ended
(In Millions, Except Per Share Data) December 3, 2005 December 3, 2005
Net earnings, as reported $ 27.9 $ 51.7
Addback: Total stock-based employee compensation
expense included in net earnings, as reported, net of
related tax effects 0.4 0.9
Less: Total stock-based employee compensation
expense determined under fair value based method for
all awards, net of related tax effects 0.7) (1.8)
Pro forma net earnings $ 27.6 $ 50.8
Earnings per share:
Basic, as reported $ 0.41 $ 0.75
Basic, pro forma $ 0.40 $ 0.74
Diluted, as reported $ 0.40 $ 0.74
Diluted, pro forma $ 0.40 $ 0.73

As of December 2, 2006, total pre-tax stock-based compensation cost not yet recognized related to non-vested awards was approximately $8.9 million. The
weighted-average period over which this amount is expected to be recognized is 2.4 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 periods indicated.

Three Months Ended Six Months Ended

December 2, December 3, December 2, December 3,

2006 2005 2006 2005
Risk-free interest rates ™ 4.3-4.7% 4.1-4.4% 4.3-5.0% 3.7-4.4%
Expected term of options @ 2-5 years 2-5 years 2-5 years 2-5 years
Expected volatility ® 28% 30% 28% 30%
Dividend yield ¥ 1.0% 1.0% 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 $9.20 $6.83 $9.17 $6.83
Granted with exercise prices greater than
the fair-market value of the stock on the

date of grant -- $8.06 $7.48 $8.02
™ Represents the U.S. Treasury yield over the same period as the expected option term.
@ 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.
® 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.
@ Represents the company’s estimated cash dividend yield over the expected term of options.




Stock-based compensation expense recognized in the Condensed Consolidated Statements of Operations for the three and six-month periods ended December 2,
2006, have 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. In the company’s pro forma information required under SFAS No. 123 for the periods prior to fiscal 2007, the company accounted for forfeitures as
they occurred. The cumulative effect of the change in accounting for forfeitures was not material.

Adoption of SFAS 123(R) also affected the presentation of cash flows. The change is related to tax benefits arising from tax deductions that exceed the amount of
compensation expense recognized (excess tax benefits) in the financial statements. For the six months ended December 2, 2006, cash flow from operating
activities was reduced by $2.5 million and cash flow from financing activities was increased by $2.5 million from amounts that would have been reported if the
company had not adopted SFAS 123(R).

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 at a price not
less than the market price of the company’s common stock on the date of grant. 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 December 2, 2006, there were 5.6 million shares available for future options.

The following is a summary of the transactions under the company’s stock option plans for the six months ended December 2, 2006.

Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Shares Under Exercise Term Intrinsic Value
Option Prices (Years) (In Millions)
Outstanding at beginning of year 4,330,908 $ 25.80 4.12 $ 20.8
Granted at Market 84,711 $ 34.51
Granted>Market 385,286 $ 30.54
Exercised (869,603) $ 25.28
Forfeited (46,178)  $ 29.28
Outstanding at end of period 3,885,124 $ 26.54 4.46 $ 34.4
Ending vested + Expected to vest 3,848,370 $ 26.49 4.46 $ 34.3
Exercisable at end of period 3,175,083 $ 25.34 3.52 $ 31.9

For the six months ended December 3, 2005, the company granted a total of 81,641 options at market value and 356,713 options above market value. The
weighted average exercise price for these options totaled $32.48.

The total pre-tax intrinsic value of options exercised during the three months ended December 2, 2006, and December 3, 2005, was $7.4 million and $0.9 million,
respectively. The total pre-tax intrinsic value of options exercised during the six months ended December 2, 2006, and December 3, 2005, was $7.4 million and
$7.2 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 respective periods, which would have been received by the option holders had all option holders exercised in-the-money options as of
that date. As of June 3, 2006, 3,877,331 outstanding options were exercisable, and the weighted-average exercise price was $25.05.
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The following is a summary of stock options outstanding at December 2, 2006.

Outstanding Stock Options Exercisable Stock Options
Weighted-
Average

Remaining Weighted- Weighted-

Range of Contractual Average Average
Exercise Price Shares Term (Years) Exercise Prices Shares Exercise Prices
$16.29-$23.87 1,345,431 286 $ 22.83 1,345,431 $ 22.83
$24.20-$27.71 1,303,363 434 % 25.91 1,303,363 $ 2591
$27.99-$34.51 1,236,330 632 $ 31.24 526,289 $ 30.35
Total 3,885,124 446 $ 26.54 3,175,083 $ 25.34

Restricted Stock Grants

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 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 employee is awarded the
equivalent common shares without restriction. The company recognizes the related compensation expense on a straight-line basis over the requisite service
period. The following is a summary of restricted stock transactions for the six months ended December 2, 2006:

Weighted-Average
Grant
Shares Date Fair Value
Outstanding at beginning of year 140,484 $ 25.12
Granted 1,000 $ 27.76
Forfeited -- --
Vested (31,804) $ 24.07
Outstanding at end of period 109,680 $ 25.45

Pre-tax compensation expense related to these awards totaled $0.2 million and $0.4 million, for the three months ended December 2, 2006 and December 3, 2005,
respectively. Pre-tax compensation expense related to these awards totaled $0.4 million and $0.8 million for the six months ended December 2, 2006, and
December 3, 2005, respectively. The weighted-average remaining recognition period of the outstanding restricted shares at December 2, 2006 was 2.51 years. The
total grant-date fair value of shares vested during the three and six months ended December 2, 2006 was $0.4 million and $1.0 million, respectively.

Restricted Stock Units

The company grants restricted stock units to certain key employees. This program provides that the actual number of restricted stock units awarded is 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 for 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 six months ended December 2, 2006:
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Weighted-

Average
Aggregate Remaining
Intrinsic Contractual
Value (In Term
Share Units Millions) (Years)
Outstanding at beginning of year 80,062 $ 24
Granted 108,540
Forfeited (6,094)
Vested (457)
Outstanding at end of period 182,051 $ 6.4 4.18
Ending vested + Expected to vest 153,497 $ 5.4 4.17

The company recognized pre-tax compensation expense related to restricted stock units of $0.2 million and $0.3 million in the three months ended December 2,
2006 and December 3, 2005, respectively. For the six months ended December 2, 2006, and December 3, 2005, pre-tax compensation expense related to restricted
stock units was $0.7 million and $0.6 million, respectively.

8. SUPPLEMENTAL CASH FLOW INFORMATION

The company holds cash equivalents as part of its cash management function. Cash equivalents include money market funds, time deposit investments and
treasury bills with original maturities of less than three months. All cash equivalents are high-credit quality financial instruments and the amount of credit
exposure to any one financial institution or instrument is limited.

Cash payments for income taxes and interest were as follows.

(In Millions) Three Months Ended Six Months Ended

December 2, December 3, December 2, December 3,
2006 2005 2006 2005

Income taxes paid, net $ 251 $ 238 $ 294 $ 30.0
Interest paid $ 68 $ 9.0 $ 6.8 $ 9.2

9. SHORT-TERM INVESTMENTS

The company maintains a portfolio of short-term investments comprised of investment grade fixed-income securities. These investments are held by the
company’s wholly-owned insurance captive and are considered “available-for-sale” as defined in SFAS No. 115, “Accounting for Certain Investments in Debt
and Equity Securities.” Accordingly, they have been recorded at fair market value based on quoted market prices, with the resulting net unrealized holding gains
or losses reflected, net of tax, as a component of “Accumulated other comprehensive loss” in the Condensed Consolidated Balance Sheets (see Note 4).

Net investment income recognized in the Condensed Consolidated Statements of Operations resulting from these investments totaled approximately $0.2 million
and $0.1 million for the three months ended December 2, 2006, and December 3, 2005, respectively. Net investment income totaled approximately $0.3 million
for both six-month periods ended December 2, 2006, and December 3, 2005.
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The following is a summary of the carrying and market values of the company’s short-term investments as of the respective dates.

December 2, 2006

Unrealized Unrealized Market
(In Millions) Cost Gain Loss Value
U.S. Government & Agency Debt $ 28 $ - 3 - 3 2.8
Corporate Bonds 6.7 -- 0.1) 6.6
Mortgage-Backed 4.0 -- 0.1) 3.9
Other Debt 0.7 -- -- 0.7
Total $ 142  §$ - % 02 $ 14.0

June 3, 2006

Unrealized Unrealized Market
(In Millions) Cost Gain Loss Value
U.S. Government & Agency Debt $ 25  $ - 3 01 $ 2.4
Corporate Bonds 7.8 -- 0.2) 7.6
Mortgage-Backed 4.6 -- 0.1) 4.5
Other Debt 0.7 -- -- 0.7
Total $ 156  § - 04 $ 15.2

10. OPERATING SEGMENTS
The company is comprised of two primary reportable operating segments as defined in SFAS 131, “Disclosures about Segments of an Enterprise and Related
Information” (SFAS 131); 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, healthcare and educational 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 new start-up businesses, Variable Interest Entities (VIEs),
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 new start-up businesses are aimed at developing innovative products to serve current and
new markets. VIEs, which are discussed further in Note 17, represent independent contract furniture dealerships whose operations are included in the
consolidated results of the company due to strategic financial arrangements with such entities.

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. It should be noted that the information provided for fiscal 2006 has been recast to conform with

current year presentation for comparative purposes.
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Three Months Ended Six Months Ended

December 2, December 3, December 2, December 3,

(In Millions) 2006 2005 2006 2005

Net Sales:
North American Furniture Solutions $ 4076 $ 376.6 $ 780.0 $ 733.8
Non-North American Furniture Solutions 71.2 42.0 133.8 95.8
Other 20.3 19.6 35.0 39.5
Total $ 499.1 $ 4382 $ 9488 $ 869.1

Depreciation and Amortization:

North American Furniture Solutions $ 9.0 $ 92 $ 179 $ 18.3
Non-North American Furniture Solutions 1.1 1.2 2.2 2.2
Other 0.2 0.2 0.4 0.5
Total $ 103 $ 106 $ 205 $ 21.0

Operating Earnings:

North American Furniture Solutions $ 497 $ 410 $ 88.1 $ 75.0
Non-North American Furniture Solutions 7.2 0.4 13.3 4.4
Other 1.8 2.7 3.0 4.0
Total $ 58.7 $ 441 $ 1044 $ 83.4

Capital Expenditures:

North American Furniture Solutions $ 83 $ 92 $ 15.7 $ 15.9
Non-North American Furniture Solutions 1.2 2.0 1.7 5.9
Other 0.7 0.4 1.4 1.0
Total $ 102 $ 116 $ 188 $ 22.8
December 2, June 3,
(In Millions) 2006 2006

Total Assets:

North American Furniture Solutions $ 521.7 $ 512.2
Non-North American Furniture Solutions 122.0 130.1
Other 24.1 25.7
Total $ 667.8 $ 668.0

The accounting policies of the reportable operating segments are the same as those of the company. In addition to these accounting policies, there is also 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. In the absence of relevant
and reliable information, it has been determined that allocation based on relative net sales is most appropriate. The majority of corporate costs are allocated to the
operating segments but there are certain costs, such as restructuring, that are not subject to allocation since they are generally considered the result of isolated
strategic business decisions that are evaluated separately from the rest of the regular ongoing business operations.

11. NEW ACCOUNTING STANDARDS

In November 2004, the FASB issued SFAS No. 151, “Inventory Costs.” This Statement amends the guidance in ARB No. 43, Chapter 4, “Inventory Pricing,” to
clarify the accounting for abnormal amounts of idle facility expense, freight, handling costs and wasted material (spoilage). SFAS 151 requires that these items be
recognized as current-period charges. Additionally, this Statement requires that fixed production overhead expenses be allocated to inventory based on the
“normal capacity” of the production facilities. The company adopted SFAS 151 in the first quarter of fiscal 2007 and the resulting impact on its consolidated
financial statements was not material.
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In December 2004, the FASB issued a revision of SFAS No. 123, “Share-Based Payment” (SFAS 123(R)), which supersedes APB Opinion No. 25, “Accounting
for Stock Issued to Employees.” This statement focuses primarily on transactions in which an entity obtains employee services in exchange for share-based
payments. Under SFAS 123(R), a public entity generally is required to measure the cost of employee services received in exchange for an award of equity
instruments based on the grant-date fair value of the award, with such cost recognized over the requisite service period. This new accounting treatment is also
required for any share-based payments to the company’s Board of Directors. SFAS 123(R) also requires an entity to provide certain disclosures in order to assist
in understanding the nature of share-based payment transactions and the effects of those transactions on the financial statements. The company adopted the
provisions of SFAS 123(R) in the first quarter of fiscal 2007. Further information regarding the company’s method of adoption and the resulting impact on net
earnings and earnings per share is provided in Note 7.

In July 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes-an interpretation of FASB Statement No. 109” (FIN
48), which clarifies the accounting for uncertainty in tax positions. Under FIN 48, the tax effects of a position should be recognized only if it is “more-likely-than-
not” to be sustained based solely on its technical merits as of the reporting date. FIN 48 also requires significant new annual disclosures in the notes to the
financial statements. The effect of adjustments at adoption should be recorded directly to beginning retaining earnings in the period of adoption and reported as a
change in accounting principle. Retroactive application is prohibited under FIN 48. The company is required to adopt FIN 48 at the beginning of fiscal 2008. The
company is currently evaluating the impact FIN 48 will have on its consolidated financial statements.

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (SFAS 157). This new standard establishes a framework for measuring the fair
value of assets and liabilities. This framework is intended to provide increased consistency in how fair value determinations are made under various existing
accounting standards which permit, or in some cases require, estimates of fair value market value. SFAS 157 also expands financial statement disclosure
requirements about a company’s use of fair value measurements, including the effect of such measures on earnings. The company is required to adopt this new
accounting guidance at the beginning of fiscal 2009. While the company is currently evaluating the provisions of SFAS 157, the adoption is not expected to have
a material impact on its consolidated financial statements.

In September 2006, the FASB issued SFAS No. 158 “Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans” (SFAS 158). SFAS
158 amends SFAS No. 87 “Employers’ Accounting for Pensions,” SFAS No. 88 “Employers’ Accounting for Settlements and Curtailments of Defined Benefit
Pension Plans and for Termination Benefits,” SFAS No. 106 “Employers’ Accounting for Postretirement Benefits Other than Pensions” and SFAS 132
“Employers’ Disclosures about Pensions and Other Postretirement Benefits.” The amendments retain most of the existing measurement and disclosure guidance
and will not change the amounts recognized in the company’s statement of operations. SFAS 158 requires companies to recognize a net asset or liability with an
offset to equity, by which the defined-benefit-postretirement obligation is over or under-funded. SFAS 158 requires prospective application, and the recognition
and disclosure requirements will be effective for the company’s annual financial statements for the fiscal year ending June 2, 2007. The company is currently
evaluating the impact SFAS 158 will have on its consolidated balance sheets.

12. OTHER INTANGIBLE ASSETS

Other intangible assets are comprised of patents, trademarks and intellectual property rights. As of December 2, 2006, the combined gross carrying value and
accumulated amortization was $11.1 million and $5.1 million, respectively. As of June 3, 2006, these amounts totaled $10.9 million and $4.8 million,
respectively. The company amortizes its intangible assets over periods ranging from 8 to 17 years.

Amortization expense related to intangible assets totaled approximately $0.2 million and $0.3 million for the three-month periods ended December 2, 2006, and
December 3, 2005, respectively. For the six months ended December 2, 2006, and December 3, 2005, amortization expense related to intangible assets totaled
approximately $0.5 million for each period.
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Estimated amortization expense for intangible assets as of December 2, 2006, for each of the succeeding fiscal years is as follows:

(In Millions) Remaining 2007 $0.6
2008 $1.1
2009 $1.0
2010 $1.0
2011 $1.0

13. INTEREST RATE SWAPS

In November 2003, the company entered into two fixed-to-floating interest rate swap agreements. One agreement that expires March 15, 2011, effectively
converts $50 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 $(0.5) million at December 2, 2006, and is reflected as a reduction to long-term debt and an offsetting
addition to other long-term liabilities in the Consolidated Balance Sheet. As of June 3, 2006, the fair value of approximately $(2.0) million is reflected as a
reduction to long-term debt and an offsetting addition to other long-term liabilities. 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, which is estimated to be approximately 7.8 percent at December 2, 2006. The next scheduled interest rate
reset date is in March 2007.

The second agreement, which expires March 5, 2008, effectively converts $6 million of fixed-rate private placement debt 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 $(0.1) million at December 2,
2006, and is reflected as a reduction to long-term debt and an offsetting addition to other long-term liabilities in the Consolidated Balance Sheet. As of June 3,
2006, the fair value of approximately $(0.2) million is reflected as a reduction to long-term debt and an offsetting addition to other long-term liabilities. 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, which is estimated to be
approximately 8.5 percent at December 2, 2006. The next scheduled interest rate reset date is in March 2007.

As of December 2, 2006, a total of $56 million of the company’s outstanding debt was effectively converted to a variable-rate basis as a result of these interest
rate swap arrangements. These swaps are fair-value hedges and qualify for hedge-accounting treatment using the “short-cut” method under the provisions of
Statement 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. These agreements require 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 counterparties to these swap instruments are large financial institutions which the company believes are of high-quality creditworthiness. While the company
may be exposed to potential losses due to the credit risk of non-performance by these counterparties, such losses are not anticipated. The impact of these swap
arrangements on interest expense was an addition of approximately $0.1 million in the second quarter of fiscal 2007 and the second quarter of fiscal 2006. The
impact on interest expense due to the swap arrangements for the six months ended December 2, 2006, was an increase of $0.3 million. The impact on interest
expense due to the swap arrangements for the six months ended December 3, 2005 was negligible.

14. 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 the 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 to correct the problem. Changes in the warranty reserves for the stated periods were as
follows.
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Three Months Ended Six Months Ended

December 2, December 3, December 2, December 3,

(In Millions) 2006 2005 2006 2005
Accrual Balance - beginning $ 156 $ 134 3 149 $ 13.0
Accrual for warranty matters 1.4 2.7 3.2 5.4
Settlements and adjustments (2.0) (2.5 3.1 (4.8)
Accrual Balance - ending $ 150 $ 136 $ 15.0 $ 13.6

Other Guarantees

The company has entered into separate agreements to guarantee the debt of two independent contract furniture dealerships. 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 these guarantees. The maximum financial exposure assumed by the
company as a result of these arrangements totaled $0.5 million as of December 2, 2006. The guarantees are reflected under the caption “Other Liabilities” in the
Condensed Consolidated Balance Sheets as of December 2, 2006, at $0.5 million. At June 3, 2006, the recorded liability for such guarantees totaled $0.5 million.

The company has also entered into an agreement with a third-party leasing company to guarantee a contractual lease term, including the lessee payment
obligation and/or residual value of Herman Miller product. This guarantee expires March 2007. As of December 2, 2006, the maximum financial exposure
assumed by the company in connection with this guarantee totaled approximately $2.0 million. As of December 2, 2006, the guarantee is reflected in “Other
Liabilities” in the Consolidated Balance Sheet at $0.6 million, which approximates the estimated fair value. At June 3, 2006, the recorded liability for such
guarantees totaled $0.6 million.

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; the company is
ultimately liable for claims that may occur against them. As of December 2, 2006, the company had a maximum financial exposure related to performance bonds
totaling approximately $1.7 million. The company has had 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 December 2, 2006 or June 3, 2006.

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 sub-contractors due to a proven negligent act. The company has had 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
December 2, 2006 or June 3, 2006.
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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 December 2, 2006,
the company had a maximum financial exposure from these insurance-related standby letters of credit totaling approximately $13.1 million. The company has had
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 December 2, 2006 or June 3, 2006.

Contingencies

As previously reported, the company has received a subpoena from the New York Attorney General’s office requesting certain information relating to the
minimum advertised price program maintained by the Herman Miller for the Home division. In connection with this matter, the New York Attorney General’s
office has taken depositions of current and former employees of the company and certain dealers. The company and the New York Attorney General’s office have
had preliminary discussions regarding possible methods of resolving the matter. The company has reserved its best estimate of a potential amount to resolve this
matter. The accrued amount is not material to the company’s consolidated financial position.

The company leases a facility in the UK under an agreement that expires in January 2008. 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 $0.5 million. As a result, this amount has
been recorded as a liability reflected under the caption “Other Liabilities” in the Consolidated Balance Sheets at both December 2, 2006, and June 3, 2006.

In May 1996, the company assigned its rights as lessee of a UK facility to a third party under an agreement that contained a provision granting the third party the
right to re-assign the lease to the company after 10 years, at its election. During the first quarter of fiscal 2006, the company was notified by the third party that it
is no longer using the space and intends to exercise the re-assignment option. The original lease term expires in May 2014. 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
company recorded a pre-tax charge of $1.4 million to Operating Expenses in fiscal 2006 for the expected loss under the arrangement based on the best
information available at the time. During its second fiscal quarter of 2007, the company revised its estimate and recorded an additional pre-tax charge of $0.4
million. The estimated liability of $1.7 million and $1.4 million is reflected under the caption “Other Liabilities” in the Consolidated Balance Sheets at December
2, 2006 and June 3, 2006, 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 audits either scheduled or in process. Management
does not expect resolution of potential future audits to have a material adverse effect on the company’s consolidated financial statements.
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The company has been made aware of a potential issue related to the actuarial valuation of liabilities under its primary international pension plan and the
definition of eligible compensation. The company is currently in the process of correcting and clarifying the definition and believes any resulting adjustments
would be immaterial to its 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.

15. INCOME TAXES

The effective tax rates for the three months ended December 2, 2006 and December 3, 2005, were 34.6% and 32.7%, respectively. On a year-to-date basis, the
effective tax rates were 34.1% and 33.5% for the six months ended December 2, 2006, and December 3, 2005, respectively. The company’s United States federal
statutory rate is 35.0%. The current year effective rates were below the statutory rate primarily due to foreign tax credits and other deductions under the American
Job Creations Act of 2004 and accrual adjustments related to the company’s foreign captive insurance company. In addition, the year-to-date effective tax rate
benefited from the release of federal tax reserves relating to the closure of an Internal Revenue Service review for fiscal years 1997 through 2003.

The prior year effective rates were below the statutory rate primarily as a result of the manufacturing deduction under the American Job Creations Act of 2004
and higher levels of research and development credits. Additionally, in the second quarter of fiscal 2006 the company recorded a tax benefit totaling
approximately $0.9 million related to the filing of a tax return and the establishment of a deferred tax asset at one of its international subsidiaries.

Subsequent to the end of the second quarter, the President of the United States signed into law the renewal of the Research and Development tax credit legislation
that had expired at the end of calendar year 2005. This legislation will allow the company to take advantage of tax credits on its research and development
activities, thereby further reducing its effective tax rate. Accordingly, the company expects its full-year effective tax rate for fiscal 2007 to be between 32% and
34%

16. EMPLOYEE BENEFIT PLANS
The following tables summarize the costs of the company’s employee pension and post-retirement plans for the periods indicated.

(In Millions) Three Months Ended

Pension Benefits Post-Retirement Benefits

December 2, December 3, December 2, December 3,

2006 2005 2006 2005
Domestic:
Service cost $ 22 % 21 % - $ -
Interest cost 4.0 3.6 0.2 0.3
Expected return on plan assets (5.3) (5.2) -- --
Net amortization loss 0.7 0.6 0.1 0.1
Net periodic benefit cost $ 1.6 $ 1.1 % 0.3 0.4
International:
Service cost $ 06 $ 0.4
Interest cost 0.9 0.7
Expected return on plan assets (1.1 (0.8)
Net amortization loss 0.4 0.2
Net periodic benefit cost $ 08 $ 0.5
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(In Millions) Six Months Ended

Pension Benefits Post-Retirement Benefits

December 2, December 3, December 2, December 3,

2006 2005 2006 2005
Domestic:
Service cost $ 44 $ 42 $ - 5 -
Interest cost 8.0 7.1 0.5 0.5
Expected return on plan assets (10.6) (10.3) -- --
Net amortization loss 1.2 1.0 0.2 0.3
Net periodic benefit cost $ 30 $ 20 $ 07 $ 0.8
International:
Service cost $ 1.1 $ 0.8
Interest cost 1.8 1.5
Expected return on plan assets 2.1 1.7)
Net amortization loss 0.8 0.4
Net periodic benefit cost $ 1.6 $ 1.0

During the second quarter of fiscal 2007, the company made a voluntary contribution of $0.8 million to one of its domestic pension plans. The company made a
voluntary contribution of $2.0 million to its international pension plan during the first quarter of fiscal 2007. The company is currently evaluating what additional
voluntary contributions, if any, will be made to its various employee retirement plans in fiscal 2007. Actual contributions will be dependent upon investment
returns, changes in pension obligations and other economic and regulatory factors.

17. VARIABLE INTEREST ENTITES

The company has provided subordinated debt to and/or guarantees on behalf of certain independent contract furniture dealerships. These relationships constitute
variable interests under the provisions of FASB Interpretation No. 46, “Consolidation of Variable Interest Entities” (FIN 46(R)). At the end of fiscal year 2004,
when the company adopted FIN 46(R), the company qualified as the “primary beneficiary” in certain of these relationships. This required the company to include
the financial statements of these qualifying VIEs in its consolidated financial statements. Since that time, triggering events occurred which allowed the company
to cease the consolidation of these VIE financial statements. At December 2, 2006, the company was not considered the primary beneficiary in any of its
independent dealer financing relationships.

During the first quarter of fiscal 2006, a qualifying triggering event occurred with a VIE which resulted in reconsideration under FIN 46(R). Based on this
reconsideration, it was determined that the company was no longer considered the primary beneficiary. Accordingly, the company ceased consolidation of the
independent dealership financial statements. This resulted in a pre-tax loss of $0.1 million which is reflected in “Other Expenses (Income)” in the Condensed
Consolidated Statement of Operations for the first quarter of fiscal 2006.

Consolidation of the VIE during the first quarter of fiscal 2006 increased the company’s net sales by $6.8 million. Net earnings for the same period were not
significantly affected, excluding the loss on ceasing consolidation, as the resulting earnings were primarily attributed to minority interest of $0.7 million.
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18. ASSETS HELD FOR SALE
The company’s Canton, Georgia facility was exited in fiscal 2004 in connection with a previous restructuring initiative. During the fourth quarter of fiscal 2003,

this asset was written down to its expected fair market value. At December 2, 2006, this facility remained listed for sale. The facility’s carrying value of $7.5
million is classified under the caption “Net Property and Equipment” in the Condensed Consolidated Balance Sheets at both December 2, 2006, and June 3, 2006.
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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. References to “Notes” are to the footnote disclosures included in
the condensed consolidated financial statements.

Discussion of Current Business Conditions

Our second quarter financial performance marked another period of solid progress toward our long-term strategic goals. With net sales growth over the prior year
of 13.9%, this marked our 12th consecutive quarter of year-over-year sales growth and the highest level of quarterly net sales since May 2001. Gross margin was
positively affected by the leverage gained from additional volume, improvements in direct labor efficiency, and the favorable impact of the company’s prior price
increases. The additional leverage achieved against our operating expenses, coupled with our efforts to change our capital structure and reduce our share count,
drove our highest operating income percentage since the fourth quarter of fiscal year 2000 and record quarterly earnings per share. In our view, these results
clearly demonstrate the positive impact of the changes we have made to our business model to drive a higher level of operating income.

The pacing of weekly orders accelerated during the second quarter from the levels we experienced during the first quarter of this year. This high level of orders
facilitated the building of a substantial backlog as we head into the third quarter. We ended the quarter with a backlog of $323.9 million, a 21.3% increase over
the prior year second quarter and a 10.2% increase over our first quarter.

During the second quarter we continued to face increased direct material costs for steel, plastics, wood, and aluminum as compared to the prior year. In October,
we announced our plan to implement a general price increase to be effective in February 2007. This increase is in response to the continued cost pressure we are
facing on key manufacturing materials. The price adjustment, which will vary by product line, will increase the company’s commercial product list prices an
average of 5.0%.

In addition to the challenge of increasing direct material costs, the start-up of several new products and start-up costs included overhead expenses associated with
our new manufacturing capability in Ningbo, China posed a challenge to our manufacturing efficiencies in the period. The facilities for our China operations are
nearing completion and we plan to begin assembling chairs at the Ningbo facility in January 2007.

We continue to be encouraged by the interest we’ve seen in the lineup of new products we introduced this past June. In particular, the market acceptance of our

two new systems furniture lines, My Studio Environments™ and Vivo™ Interiors has been strong. Orders and customer commitments for My Studio are in line
with our business plan estimates. My Studio continued to gain attention this past quarter by winning awards from two U.S. trade magazines. Additionally, it was
named “Best Workspace Systems” at the FX International Interior Design Awards in London. Vivo is performing beyond our initial expectations in terms of
volume. Customer interest has been high and we have already found success winning smaller size projects and success in geographic markets and competitive
accounts where we have not been successful in the past.

We intend to remain the innovation leader in our industry. With these new products in the marketplace, we are now focusing our attention on the next lineup of
product innovations. Our investment in research and development, excluding royalties, for the three and six months ended December 2, 2006 totaled $9.7 million
and $18.8 million, respectively. This compares to $7.6 million and $15.0 million in the respective periods ended December 3, 2005.

This quarter we formally launched Convia, the second subsidiary coming out of the Herman Miller Creative Office. Convia offers a modular programmable
electrical and data infrastructure for building interiors. This innovative product delivers “plug-and-play” power and data access virtually anywhere within a space
without requiring the hardwiring of devices or switches. It allows users to create flexible, sustainable environments that can be easily modified or upgraded.
While it is early in the process, we are very excited by the potential this new business offers us in expanding into new markets.
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The macro-economic drivers of our industry remain generally positive. The Business Institutional Furniture Manufacturer’s Association (BIFMA) issued its most
recent domestic industry forecast in November. The report noted that while overall growth in the U.S. economy has waned since the start of calendar 2006, the
key indicators of our industry are expected to support continued growth through calendar 2007.

Analysis of Second Quarter Results

The quarters ended December 2, 2006 and December 3, 2005 each included 13 weeks of operations. The six-month periods ended December 2, 2006 and
December 3, 2005 included 26 weeks and 27 weeks of operations, respectively. The additional week in the prior year period was included in order to realign our
fiscal reporting dates with the actual calendar months; an action that is required approximately every six years. This is a factor that should be considered when
comparing our financial results in fiscal 2007 to fiscal year 2006.

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
December 2, December 3, December 2, December 3,
2006 2005 Percent 2006 2005 Percent

(13 Weeks) (13 Weeks)  Change (26 Weeks) (27 Weeks)  Change

Net Sales $ 499.1 $ 438.2 13.9% $ 948.8 $ 869.1 9.2%
Gross Margin 170.4 143.9 18.4% 322.7 285.7 13.0%
Operating Expenses 111.7 99.8 11.9% 218.3 202.3 7.9%
Operating Earnings 58.7 44.1 33.1% 104.4 83.4 25.2%
Net Earnings 36.6 27.9 31.2% 65.1 51.7 25.9%
Earnings per share - diluted 0.56 0.40 40.0% 0.99 0.74 33.8%
Orders 529.1 433.5 22.1% 1,032.3 926.4 11.4%
Backlog 323.9 267.1 21.3% 323.9 267.1 21.3%

Consolidated Sales, Orders, and Backlog_

Net sales in the second quarter of $499.1 million were $60.9 million higher than the same period in the prior year. We have continued to benefit from the general
price increase effective in September 2005. Our best estimate is that we have captured between 30% and 50% of the September 2005 price increase, which
averaged 3.8% across our product portfolio, resulting in increased sales of approximately $7 to $9 million in the quarter.

Through the first six months of fiscal 2007, net sales of $948.8 million were $79.7 million higher than the same period in fiscal 2006. The extra week of
operations in the prior year first quarter added approximately $30.8 million to total net sales in the period. Excluding the sales attributed to the additional week,
the year-over-year increase in net sales between the first six months of fiscal 2006 and 2007 totaled approximately $110.5 million or 13.2%.

The year-over-year comparison of net sales in the first six months was also affected by three dealership transitions that occurred in the first quarter of fiscal 2006.
Net sales from these dealers that we no longer own or consolidate under FIN 46(R) totaled approximately $10.7 million in the prior year first quarter. Further
information relating to the dealer ownership and accounting transitions can be found in Notes 6 and 17.

On a sequential-quarter basis, net sales in the second quarter increased $49.4 million or 11.0% from the first quarter of fiscal 2007.
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We have experienced a general increase in order activity across our primary product lines. Orders in the second quarter continued to outpace net sales. This is a
factor which remains, in our view, a key indicator of our over-performance against the North American contract furniture industry as a whole. On a consolidated
basis, new orders in the second quarter of $529.1 million were up 22.1% from the prior year and represented our highest level for a quarterly period in six years.
While we are encouraged by the significant order growth over the prior year second quarter, we do believe that the timing of the price increase in September of
last year caused some customers to accelerate orders into the first quarter of fiscal 2006 that would have otherwise been placed in the second quarter.

On a year-to-date basis, orders of $1,032.3 million were up 11.4% from the prior year period. Again, the extra week of operations in the prior year first quarter
had a significant impact on this comparison. Orders associated with this extra week totaled approximately $35 million. Excluding these orders, the year-over-year
increase for the six-month period totaled approximately $141 million or 15.8%.

The three dealerships we no longer own or consolidate under FIN 46(R) contributed orders of approximately $14.4 million in the prior year first quarter. This is
another factor affecting the year-over-year comparison of orders in the six-month period.

Orders on a sequential-quarter basis increased $26 million or approximately 5.2% from the first quarter of fiscal 2007.

The backlog of unfilled orders at the end of the second quarter totaled $323.9 million which represents an increase of $56.8 million or 21.3% from the prior year
level. The ending backlog increased approximately $30 million or 10.2% from the first quarter of fiscal 2007. Our backlog benefited from a higher than normal
amount of government business that was shipped but not yet recorded as sales, as we had not yet satisfied our criteria for revenue recognition. In addition, there
was a significant amount of product that was in trucks at quarter-end but not picked up by carriers due to a snowstorm that blanketed the Midwest that weekend.

Performance versus the Domestic Contract Furniture Industry_

Net sales and new orders at our U.S. operations increased over the prior year second quarter by approximately 7.4% and 21.7%, respectively. By comparison,
BIFMA reported an estimated year-over-year increase in U.S. office furniture shipments of approximately 6.5% for the three-months ended November 2006.
Industry orders for the quarter as reported by BIFMA grew approximately 5.2% from the same period last year.

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. Based on this, we believe our performance relative to the domestic
industry over the past 18 months provides evidence that we have been successful in capturing additional domestic market share.

Financial Summary_
The following table presents, for the periods indicated, the components of the company’s Condensed Consolidated Statements of Operations as a percentage of

net sales.
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Three Months Ended Six Months Ended
December 2, December 3, December 2, December 3,
2006 2005 2006 2005
(13 Weeks) (13 Weeks) (26 Weeks) (27 Weeks)

Net Sales 100.0% 100.0% 100.0% 100.0%
Cost of Sales 65.9 67.2 66.0 67.1
Gross Margin 34.1 32.8 34.0 32.9
Operating Expenses 22.4 22.8 23.0 23.3
Operating Margin 11.8 10.1 11.0 9.6
Other Expense, net 0.6 0.6 0.6 0.5
Earnings Before Income Taxes and
Minority Interest 11.2 9.5 10.4 9.1
Income Tax Expense 3.9 3.1 3.5 3.0
Minority Interest - -- - 0.1
Net Earnings 7.3% 6.4% 6.9% 5.9%

Consolidated Gross Margin

Gross margin in the second quarter improved 130 basis points from the same quarter in fiscal 2006. Much of this improvement came as a result of improved fixed
overhead leverage on increased sales volume. During the second quarter we were again faced with the challenge of increased direct material costs as compared to
the prior year period. The September 2005 price increase helped to offset the adverse gross margin impact of these cost increases. This market pricing, combined
with continued manufacturing process improvements, drove a reduction in direct labor expenses on a percent-of-sales basis as compared to the prior year. This
improvement in direct labor was achieved despite the implementation of wage increases in the current year first quarter as well as inefficiencies associated with
the start-up of the manufacturing processes for our most recent product introductions.

Direct material commodity prices had an unfavorable impact on our second quarter gross margin when compared to the prior year. While we experienced cost
increases for aluminum, wood particleboard, and other manufacturing materials, the most significant impact came from steel component parts. We estimate these
commodity cost increases added between $3 million and $5 million to our consolidated direct material expenses in second quarter compared to the prior year. As
was the case in the first quarter of this fiscal year, we have seen signs of price stabilization on many of our key manufacturing commodities. As encouraging as
this is, it remains an area we are watching closely. Our pricing strategy, combined with our commitment to lean manufacturing principles under the Herman
Miller Production System (HMPS), continue to be our primary means of addressing the financial impact of direct material cost increases.

Manufacturing overhead expenses, as a percentage of sales, improved significantly from the prior year due mainly to leverage gained on higher sales volume.
This improvement was realized despite current year increases in expenses relating to certain employee benefits, including retirement programs. Partially offsetting
these cost increases were incentive bonus expenses, which were approximately $1.4 million lower in the current year second quarter versus the same period last
year. Our employee incentive bonus accruals are based upon a measure of economic profitability relative to that of the prior year period (as opposed to an
absolute measure of profitability in any one period).

Freight expenses, as a percentage of sales, decreased approximately 20 basis points from the second quarter of fiscal 2006. The decline was the result of
continued operational improvements in our distribution process as well as a year-over-year reduction in the average price per gallon of diesel fuel.

Gross margin in the first six months of fiscal 2007 was 34.0% versus 32.9% in the prior year. This 110 basis point improvement was driven mainly by leverage
gained on increased sales volume. Year-over-year cost increases for key manufacturing commodities added an estimated $7 million to $10 million to direct
material expenses in the first half of fiscal 2007. These increases, however, were largely offset by the net benefit realized from the prior year price increase.
Employee incentive bonus expenses in the first six months of fiscal 2007 were approximately $3.1 million lower than the same period last year.
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Operating Expenses and Operating Earnings

Operating expenses were $111.7 million in the second quarter compared to $99.8 million in the prior year, an increase of $11.9 million or 11.9%. The majority of
the expense increase in the current year is attributable to higher research and development expenses, incremental employee compensation and benefit costs
(including stock-based compensation programs), expenses associated with our new market expansion initiatives, and charitable donations. These items combined
to drive approximately $8.6 million of the year-over-year increase. Partially offsetting these increases were lower current quarter incentive bonus expenses, which
totaled $7.1 million in the second quarter of fiscal 2007 versus $8.6 million in the prior year.

In addition to the above items, we incurred higher selling and marketing expenses in the current year second quarter as compared to the prior year. Changes in
foreign currency exchanges rates from the prior year also had an impact on the comparison of operating expenses in the period. We estimate year-over-year
changes in exchange rates increased our second quarter operating expenses relative to the prior year by approximately $0.5 million. Finally, during the second
quarter we recorded a pre-tax charge totaling approximately $0.4 million related to a long-term lease arrangement in the United Kingdom. For further explanation
regarding this lease arrangement, refer to Note 14.

Operating expenses for the six-months ended December 2, 2006 totaled $218.3 million compared to $202.3 million in the prior year. This represents an increase
of $16 million or 7.9%. Expenses in the current year six-month period increased over the prior year due primarily to incremental investment in research and
development, sales and marketing associated with new product launches and increased sales volume, increased investments in new market growth initiatives, and
charitable donations. We also recognized higher expenses in the current year associated with increases in our calculated accounts receivable reserves based on
increased sales. In addition, we estimate year-over-year currency exchange rate changes increased our operating expenses in the first half of fiscal 2007 by
approximately $1.2 million compared to the prior year.

The prior year six-month period included approximately $4 million in additional compensation costs associated with the extra week of operations. We also
incurred expenses totaling approximately $2.4 million in the prior year first quarter relating to the three dealerships that were transitioned in that period.
Excluding these amounts, the comparable year-over-year increase in operating expenses totaled approximately $22.4 million.

Pretax compensation expenses associated with our stock-based compensation programs totaled $1.1 million in the second quarter and $2.5 million on a year-to-
date basis. This compares to $0.6 million and $1.4 in the prior year second quarter and year-to-date periods, respectively. The year-over-year increase is the result
of our adoption of SFAS 123(R) in the first quarter of fiscal 2007. Additional information on this new accounting standard, including our method of transition and
prior accounting practice, can be found in Note 7.

Operating earnings in the second quarter totaled $58.7 million compared to $44.1 million last year. As a percentage of net sales, operating earnings in the current
year second quarter totaled 11.8%, up from 10.1% in the prior year. We are encouraged by this improvement as it represents the achievement of our stated goal of
reaching at least an 11% operating margin by 2010. On a year-to-date basis, operating earnings totaled $104.4 million or 11.0% of net sales. This compares to
$83.4 million or 9.6% in the prior year six month period.

Net other expenses for the three and six-months ended December 2, 2006 totaled $2.8 million and $5.7 million, respectively. This compares to $2.6 million and
$4.6 million, respectively, in the same periods last year. The increase in current year expense is primarily attributed to lower interest income resulting from a
significant year-over-year reduction in our cash balances. We also incurred a net foreign currency transaction loss of $0.1 million in the current quarter compared
to a gain of $0.1 million last year. On a year-to-date basis, we recorded a net currency transaction loss of less than $0.1 million as compared to a currency gain of
$0.2 million in the first six months of fiscal 2006.

26




Our effective tax rates for the quarters ended December 2, 2006 and December 3, 2005, were 34.6% and 32.7%, respectively. The effective tax rates were 34.1%
and 33.5% for the six months ended December 2, 2006, and December 3, 2005, respectively. The company’s United States federal statutory rate is 35.0%. The
current year effective rates were below the statutory rate primarily due to foreign tax credits and other deductions under the American Job Creations Act of 2004
and accrual adjustments related to our foreign captive insurance company. In addition, the year-to-date effective tax rate benefited from the release of federal tax
reserves relating to the closure of an Internal Revenue Service review for fiscal years 1997 through 2003.

The prior year effective rates were below the statutory rate primarily as a result of the manufacturing deduction under the American Job Creations Act of 2004
and higher levels of research and development credits. Additionally, in the second quarter of fiscal 2006, we recorded a tax benefit totaling approximately $0.9
million related to the filing of a tax return and the establishment of a deferred tax asset at one of our international subsidiaries.

Subsequent to the end of the second quarter, the President of the United States signed into law the renewal of the Research and Development tax credit legislation
that had expired at the end of calendar year 2005. This legislation will allow us to take advantage of tax credits on our research and development activities,
thereby further reducing our effective tax rate. Accordingly, we expect our full-year effective tax rate for fiscal 2007 to be between 32% and 34%.

The first six months of fiscal 2006 included a charge for minority interest of $0.7 million. This charge, which was recognized in the first quarter, relates to our
accounting for a variable interest in an independent contract furniture dealership under the accounting guidance in FIN 46(R). As a result of a qualifying
triggering event in the first quarter of 2006, we ceased consolidation of the dealer’s financial statements. Further information on this transition can be found in
Note 17.

Reportable Operating Segments

Our business is comprised of two primary reportable operating segments as defined by accounting principles generally accepted in the United States. These
operating segments are determined on the basis of how we internally report and evaluate financial information used to make operating decisions. Our North
American Furniture Solutions segment includes the business associated with the design, manufacture and sale of furniture products for office, healthcare and
educational environments, throughout the United States, Canada and Mexico. We refer to our other primary reportable segment as Non-North American Furniture
Solutions. This segment includes the business associated with the design, manufacture and sale of furniture products, primarily for work-related settings, outside
North America. Further information regarding our reportable operating segments can be found in Note 10.

Net sales in the second quarter of fiscal 2007 for our North American Furniture Solutions segment totaled $407.6 million compared to $376.6 million last year.
This represents an increase of 8.2%. We continued to see solid net sales growth in our healthcare business, which again this quarter led the segment on a
percentage increase basis. We also saw continued growth within our core office furniture business, which remains the single largest contributor to net sales within
the segment. Sales within Canada and Mexico remained strong in the second quarter with each region turning in double-digit sales increases from the prior year
period. Operating earnings in the second quarter totaled $49.7 million, or 12.2% of net sales. This compares to $41.0 million or 10.9% in the same period last
year. On a year-to-date basis through the second quarter, net sales in the North American Furniture Solutions segment totaled $780.0 million, representing an
increase of 6.3% from the prior year amount of $733.8 million. Again, the prior year period included an extra week of operations. On a weekly-average basis
through the first six months of the current fiscal year, net sales in this segment were 10.4% higher than the prior year level. Operating earnings for the six-month
period were $88.1 million compared to $75.0 million in fiscal 2006.
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Sales growth in the second quarter within our Non-North American Furniture Solutions segment once again outpaced our performance in North America. As was
the case in the first quarter of this year, this sales growth was experienced across all geographic regions. Sales for the quarter of $71.2 million were up 69.5%
from $42.0 million in the prior year second quarter. While our operations in the United Kingdom remain the segment’s largest contributor to net sales and
operating earnings, we had solid percentage increases within other geographic regions. In particular, we reported significant year-over-year growth in Singapore,
France, Italy, Japan and South America. In total, this segment generated 14.3% of our consolidated net sales in the second quarter. This represents an increase
from 9.6% in the same quarter last year. Operating earnings in the second quarter totaled $7.2 million, or 10.1% of net sales. This compares to $0.4 million or
1.0% in the same period last year. Year-to-date net sales totaled $133.8 million compared to $95.8 million in the prior year. On a weekly average basis, net sales in
the first six months of the fiscal 2007 were 45.0% higher than the prior year period. Operating earnings through six months were $13.3 million or 9.9% of net
sales in the current year, compared to $4.4 million 4.6% of net sales last year.

Net sales within our “Other” segment reporting category totaled $20.3 million in the second quarter. In the same period last year, net sales in this category totaled
$19.6 million. On a year-to-date basis, net sales totaled $35.0 million and $39.5 million in the current year and prior year, respectively. The decline in year-to-date
net sales from the prior year resulted principally from the removal of a variable interest entity (VIE) from our consolidated financial results. This VIE had been
previously consolidated under the accounting provisions of FIN 46(R). Further information on this transaction can be found in Note 17.

Changes in currency exchange rates from the prior year increased the U.S. dollar value of net sales within both of our primary operating segments. We estimate
these changes effectively increased our second quarter net sales within the North American Furniture Solutions segment by approximately $1.0 million. The
impact on year-to-date net sales was an increase of approximately $2.4 million. The majority of this impact in both the quarter and year-to-date periods was
driven by a weakening in the average U.S. dollar / Canadian dollar exchange rate. Similarly, net sales within our Non-North American Furniture Solutions
segment were increased by approximately $2.1 million in the current year second quarter. The increase on a year-to-date basis for our Non-North American
segment was approximately $3.4 million. These estimated increases were driven largely by favorable movements in the U.S. dollar / British Pound Sterling and
U.S. dollar / Euro exchange rates as compared to last year. It is important to note that period-to-period changes in currency exchange rates have a directionally
similar impact on our international cost structures. The resulting impact of these year-over-year exchange rate changes on our second quarter and year-to-date net
earnings was not material.
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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
December 2, December 3,
2006 2005

Cash and cash equivalents, end of period $ 527 $ 149.7
Short-term investments, end of period 14.0 16.3
Cash generated from operating activities 24.2 65.1
Cash used for investing activities (16.8) (21.2)
Cash used for financing activities (61.5) (47.9)
Capital expenditures (18.8) (22.8)
Stock repurchased and retired (77.1) (62.9)
Interest-bearing debt, end of period (1) 180.4 192.4
Available unsecured credit facility, end of period (2) 136.9 136.8

@ Amounts shown include the fair market values of the company'’s interest rate swap arrangements. The net fair value of these arrangements totaled
approximately $(0.6) million and $(1.6) million at December 2, 2006 and December 3, 2005, respectively.

@ Amounts shown are net of outstanding letters of credit, which are applied against the company’s unsecured credit facility.

Cash Flow —Operating Activities

Cash generated from operating activities in the second quarter totaled $30.6 million compared to $44.2 million in the prior year. For the first six months of fiscal
2007, cash generated from operations totaled $24.2 million. This compares to cash flows generated from operating activities of $65.1 million in the same period
in fiscal 2006.

Quarter and Six-Months Ended December 2, 2006

We made a net investment in working capital totaling $17.1 million in the second quarter. The most significant use of cash within our working capital balances
resulted from increases in both accounts receivable and inventories, which totaled approximately $32 million. This was partially offset by a $21.4 million increase
in employee compensation and benefit accruals in the period.

Through the first six months of the year, changes in working capital balances accounted for a net $64.7 million use of cash. Included in this amount were
increases in accounts receivable and inventories totaling $50.1 million as well as payment of previously accrued compensation and benefits totaling
approximately $25.9 million. These year-to-date cash outflows were partially offset by increases in trade accounts payable and other accrued liabilities.

The significant increases in accounts receivable and inventories in both the three and six-month periods were driven by the general increase in sales and
production levels. One area of growth within our business that has contributed to the increased investment in working capital is our business with the U.S. federal
government. Order activity with the federal government has increased significantly since the beginning of the fiscal year. These sales generally require a longer
cash collection cycle than do sales to independent contract furniture dealers. Accordingly, we have experienced a related increase in accounts receivable. Our
inventory levels have also been affected by this growth in federal government business as we are generally required to hold the inventory longer than with non-
government business. Similarly, the ramp-up in our Non-North American Work Solutions business segment has driven a significant investment in accounts
receivable (both in the second quarter and year-to-date period) as sales within this segment generally have a longer cash collection cycle than we experience in
North America. Our ending inventory levels were also impacted by weather-related constraints as we had certain scheduled shipments that could not be picked up
by our carriers on the last day of the quarter.

Under HMPS, we continue to strive to enhance efficiencies and cost savings by minimizing the amount of inventory on-hand. Accordingly, production is order-
driven with raw materials purchased as needed to meet order demands. The standard lead-time for the majority of our products is 10 to 20 days. As a result, the
velocity of our inventory turns is high. Despite the increase in inventory levels in the current year three and six-month periods, these factors can cause our
inventory levels to appear relatively low in relation to sales volume.
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The significant reduction in compensation and benefit accruals in the first six months of the fiscal year was primarily driven by the payment of incentive bonuses
earned in fiscal 2006 and paid in the first quarter of this year.

During the second quarter, we made a voluntary contribution of $0.8 million to one of our domestic employee retirement plans. In the first quarter fiscal 2007, we
made a voluntary contribution of $2 million to our primary international pension plan. These contributions are reflected as reductions to operating cash flows.

Quarter and Six-Months Ended December 3, 2005

In the second quarter of fiscal 2006, increased working capital investment in accounts receivable and inventory, driven by increased sales and order volumes, was
more than offset by increases in accounts payable and accrued liabilities for compensation and benefits. The net cash flow impact of these changes was a working
capital source of cash totaling approximately $6.1 million in the quarter.

Changes in working capital balances resulted in an $11.6 million use of cash in the six-months ended December 3, 2005. This was principally driven by increases
in accounts receivable and inventory, partially offset by increased accounts payable and accrued liabilities. Accounts receivable, inventories, and accounts payable
all increased with the ramp-up in sales volume over the period. The increase in accrued liabilities was driven primarily by the timing of interest payments,
customer deposits, and incentive bonus accruals.

Cash Flow —Investing Activities

The majority of the investing activity outflows in both the current and prior year 3-month and 6-month periods resulted from purchase of capital assets. Capital
expenditures totaled $10.2 million in the second quarter of fiscal 2007 and $18.8 million year-to-date. This compares to $11.6 million and $22.8 million,
respectively in the prior year.

At the end of the second quarter, we had outstanding commitments for future capital purchases of approximately $8 million. We expect full-year capital
expenditures for fiscal 2007 to total between $50 million and $60 million. By comparison, fiscal year 2006 capital expenditures totaled $50.8 million.

As previously discussed, we sold two wholly-owned contract furniture dealerships during the first quarter of last year. Proceeds received in connection with these
sales, which had the effect of increasing cash flows from investing activities, totaled $2.1 million.

Net cash received from the repayment of notes receivable, which totaled $2.0 million in the first six months of last fiscal year, was primarily driven by a payment
received from a contract dealership previously consolidated under FIN 46(R). This VIE was able to obtain financing with an outside bank and therefore, was able
to repay a large portion of their debt owed to us during the first quarter of fiscal 2006.

During the first quarter of fiscal 2006, we completed the sale of a warehouse/storage facility in West Michigan. In connection with that sale, we received proceeds
totaling $0.7 million. This amount comprises the majority of the cash inflow in the prior year under the caption, “Proceeds from sales of property and equipment”

on the Condensed Consolidated Statements of Cash Flows.
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Cash Flow —Financing Activities

Share repurchase activity was the most significant factor affecting cash outflows from financing activities in the quarters and six-month periods ended December
2, 2006 and December 3, 2005. In the second quarter of fiscal 2007, we repurchased 908,265 shares for $30.7 million or an average of $33.77 per share. By
comparison 922,066 shares were repurchased for $26.6 million or an average of $28.87 per share during the same period last year. In the first six months of the
current fiscal year, share repurchases amounted to 2,609,735 shares for $77.1 million or an average of $29.56 per share. This compares to 2,064,685 shares for
$62.9 million or an average of $30.49 per share in the first six months of fiscal 2006. During the second quarter of this year, our Board of Directors extended the
stock repurchase program by approving an additional $100 million in share repurchases. As of December 2, 2006, we had approximately $125.9 million available
for future share repurchases under this program.

This share repurchase activity was offset, in part, by cash received from the issuance of new shares in connection with various employee benefit plans, primarily
the exercise of stock options. During the second quarter, we received $22.5 million for the issuance of approximately 885,281 shares. This compares to cash
received of $4.1 million in the prior year second quarter for the issuance of approximately 170,662 shares. The larger volume of share issuances in the current
year second quarter was due to increased exercises of employee stock option awards. On a year-to-date basis, cash received and the number of shares issued
totaled $23.5 million and 928,235 shares, respectively. In the first six months of fiscal 2006, these amounts totaled $25.0 million and 1,039,900 shares,
respectively.

Dividend payments in the current year totaled $5.1 million in the second quarter and $10.4 million year-to-date through November. For the same periods last year,
dividend payments totaled $5.0 million and $10.0 million, respectively.

Interest-bearing debt at the end of the second quarter increased $1.6 million from $178.8 million at the end of fiscal 2006. This change was caused by an increase
in the fair value of our interest rate swap arrangements. Further disclosure regarding our interest rate swap arrangements is provided in Note 13. Our next
scheduled debt repayment of $3.0 million on our private placement notes will be paid in the fourth quarter of this fiscal year.

Outstanding standby letters of credit totaling $13.1 million accounted for the only usage against our unsecured revolving credit facility at the end of the second
quarter. The provisions of our private placement notes and unsecured credit facility require that we adhere to certain covenant restrictions and maintain certain
performance ratios. We were in compliance with all such restrictions and performance ratios again this quarter and expect to remain in compliance in the future.

We believe cash on hand, cash generated from operations and our borrowing capacity will provide adequate liquidity to fund near term and future business
operations and capital needs.

Contractual Obligations

Contractual obligations associated with our ongoing business and financing activities will result in 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 3, 2006. During the first six
months of fiscal 2007, there were no material changes outside the ordinary course of business in the company’s contractual obligations or the estimated timing of
the future cash payments.

Off-Balance Sheet Arrangements

Guarantees

We provide 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 FIN 45, “Guarantor’s

Accounting and Disclosure Requirement for Guarantees, Including Indirect Guarantees of Indebtedness of Others” as described in Note 14.
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Variable Interest Entities

On occasion, we provide financial support to certain independent dealers in the form of term loans, lines of credit, and/or loan guarantees which may represent
variable interests in such entities. At December 2, 2006, we were not considered the primary beneficiary of any such dealer relationships under FASB
Interpretation No. 46, “Consolidation of Variable Interest Entities” (FIN 46(R)) and accordingly, no independent dealerships were consolidated into our financial
statements. Refer to Note 17 for further information on VIE-related transactions in the prior year first quarter.

The risks and rewards associated with our interests in these other dealerships are primarily limited to our outstanding loans and guarantee amounts. As of
December 2, 2006, our maximum exposure to potential losses related to outstanding loans to these other entities totaled $4.1 million. Information on our exposure
related to outstanding loan guarantees provided to such entities is included in Note 14.

Contingencies
See Note 14 to the condensed consolidated financial statements.
Critical Accounting Policies

We strive to report our financial results clearly and understandably. We follow accounting principles generally accepted in the United States in preparing our
consolidated financial statements, which require us to make certain estimates and apply judgments that affect our financial position and results of operations. We
continually review our accounting policies and financial information disclosures. A summary of our more significant accounting policies that require the use of
estimates and judgments in preparing the financial statements was provided in our Form 10-K filing for the year ended June 3, 2006. During the first six months
of fiscal 2007, there was no material change in the accounting policies and assumptions previously disclosed, except for the adoption of SFAS 123(R) as
described in Note 7.

New Accounting Standards

See Note 11 to the condensed consolidated financial statements.
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 identify 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 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, the success of the transition to our new executive management team, 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, and other risks identified in our filings with the
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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.
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Item 3: Quantitative and Qualitative Disclosures About Market Risk

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. In addition to the market dynamics of supply and demand, the cost of wood particleboard has been impacted by continual
downsizing of production capacity in the wood market as well as increased costs in transportation related to oil increases. Aluminum component prices have risen
in recent months partly due to high market demand and increased energy costs associated with the conversion of raw materials to aluminum ingots.

Foreign Exchange Risk

The company manufactures its products in the United States and the United Kingdom. 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, Euro, Canadian dollar, Japanese Yen and Mexican Peso. During the second quarter of fiscal 2007, the company
entered into two forward currency instruments in order to offset €2.5 million of its Euro net asset exposure denominated in a non-functional currency. These
forward currency instruments are marked to market at the end of the period, with changes in fair value reflected in net earnings. At December 2, 2006, the fair
value of these forward currency instruments was negligible. At June 3, 2006, the company had a separate outstanding derivative financial instrument offsetting
€1.5 million of its Euro net asset exposure; the fair value of which was negligible.

Interest Rate Risk

Interest-bearing debt as of the end of the second quarter, excluding the fair market values of our interest rate swap arrangements, totaled $181.0 million. The
company is subject to interest rate variability on $56 million of this debt. Accordingly, the cost of servicing this variable-rate debt may increase or decrease in the
future as market interest rates change.

As of December 2, 2006, the weighted-average interest rate on the company’s variable-rate debt was approximately 7.9%. Based on the level of variable-rate debt
outstanding as of that date, a 1 percentage-point increase in the weighted-average interest rate would increase the company’s estimated annual pre-tax interest
expense by approximately $0.6 million.

Item 4: Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Under the supervision 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 December 2, 2006, and have
concluded that as of that date, the company’s disclosure controls and procedures are effective.

Changes in Internal Control Over Financial Reporting_
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 December 2, 2006, that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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Item 1:

Item 1A:

Item 2:

HERMAN MILLER, INC.
PART I1 — OTHER INFORMATION

Legal Proceedings

Referred to in Note 14 of the condensed consolidated financial statements.

Risk Factors

There have been no material changes from the information provided in the Company’s Annual Report on Form 10-K for the year ended June 3,
2006.

Unregistered Sales of Equity Securities and Use of Proceeds
(C) Issuer Purchases of Equity Securities
The following is a summary of share repurchase activity during the second quarter ended December 2, 2006.

(d) Maximum Number (or
Approximate Dollar Value)

(c) Total Number of Shares of Shares (or Units) that
(a) Total Number of (b) Average price (or Units) Purchased as Part may yet be Purchased
Shares (or Units) Paid per Share or  of Publicly Announced Plans Under the Plans or

Period Purchased(1) Unit or Programs Programs
9/3/06 - 9/30/06 72,000 $ 28.25 72,000 $ 154,501,940
10/1/06 - 10/28/06 212,040 $ 33.82 212,040 $ 147,330,970
10/29/06 - 12/2/06 624,225  $ 34.40 624,225 $ 125,859,942
Total 908,265 $ 33.77 908,265 $ 125,859,942

(@ No shares were purchased outside of a publicly announced plan or program.

The company repurchased shares under previously announced plans authorized by the Board of Directors as follows.

. Plan announced on January 26, 2006, providing share repurchase authorization of $150,000,000 with no specified expiration
date.
. Plan announced on October 2, 2006, providing share repurchase authorization of $100,000,000 with no specified expiration date.

No repurchase plans expired or were terminated during the second quarter of fiscal 2007, 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.
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Item 4:

Item 6:

Submission of Matters to a Vote of Security Holders

The annual meeting of the shareholders of the company was held on September 28, 2006, at which:

(a) The following nominees were elected to serve three-year terms on the company’s Board of Directors by the following votes:
Douglas D. James R. John R. Michael A.
French Kackley Hoke III Volkema
For 60,400,775 60,393,986 60,378,512 59,619,967
Against - - - -
Withheld 374,456 381,245 396,719 1,155,264

Broker Non-Votes -- -- - -
b) Ernst & Young LLP was approved as the Company’s independent auditors for the fiscal year ended June 2, 2007, by the following votes:

Ratification of

Independent
Auditors
For 60,452,370
Against 299,109
Withheld 23,752

Broker Non-Votes --

Exhibits

The following exhibits (listed by number corresponding to the Exhibit table as Item 601 in Regulation S-K) are filed with this Report:
31.1 Certificate 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.
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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 9, 2007 /s/ Brian C. Walker

Brian C. Walker
Chief Executive Officer

January 9, 2007 /s/ Elizabeth A. Nickels

Elizabeth A. Nickels
Chief Financial Officer
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Exhibit 31.1

CERTIFICATE OF THE CHIEF EXECUTIVE OFFICER
OF HERMAN MILLER, INC. (THE “REGISTRANT”)

I, Brian C. Walker, certify that:

1. I have reviewed this quarterly report on Form 10-Q for the period ended December 2, 2006, of Herman Miller, Inc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, 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;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the

registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: January 9, 2007 /s/ Brian C. Walker

Brian C. Walker
Chief Executive Officer



Exhibit 31.2

CERTIFICATE OF THE CHIEF FINANCIAL OFFICER
OF HERMAN MILLER, INC. (THE “REGISTRANT”)

I, Elizabeth A. Nickels, certify that:

1. I have reviewed this quarterly report on Form 10-Q for the period ended December 2, 2006, of Herman Miller, Inc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, 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;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the

registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: January 9, 2007 /s/ Elizabeth A. Nickels

Elizabeth A. Nickels
Chief Financial Officer



Exhibit 32.1

CERTIFICATE OF THE CHIEF EXECUTIVE OFFICER
OF HERMAN MILLER, INC. (THE “COMPANY”)

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002:

I, Brian C. Walker, Chief Executive Officer of the Company, certify to the best of my knowledge and belief pursuant to Section 906 of Sarbanes-Oxley Act of
2002 that:

1) The quarterly report on Form 10-Q for the period ended December 2, 2006, which this statement accompanies, fully complies with the
requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

) The information contained in this quarterly report on Form 10-Q for the quarterly period ended December 2, 2006 fairly presents, in all material
respects, the financial condition and results of operations of the Company.

Date: January 9, 2007 /s/ Brian C. Walker

Brian C. Walker
Chief Executive Officer

The signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature that
appears in typed form within the electronic version of this written statement required by Section 906, has been provided to Herman Miller, Inc. and will be
retained by Herman Miller, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.



Exhibit 32.2

CERTIFICATE OF THE CHIEF FINANCIAL OFFICER
OF HERMAN MILLER, INC. (THE “COMPANY”)

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002:

I, Elizabeth A. Nickels, Chief Financial Officer of the Company, certify to the best of my knowledge and belief pursuant to Section 906 of Sarbanes-Oxley Act of
2002 that:

1) The quarterly report on Form 10-Q for the period ended December 2, 2006, which this statement accompanies, fully complies with the
requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2 The information contained in this quarterly report on Form 10-Q for the quarterly period ended December 2, 2006 fairly presents, in all material
respects, the financial condition and results of operations of the Company.

Date: January 9, 2007 /s/ Elizabeth A. Nickels

Elizabeth A. Nickels
Chief Financial Officer

The signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature that
appears in typed form within the electronic version of this written statement required by Section 906, has been provided to Herman Miller, Inc. and will be
retained by Herman Miller, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.



