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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
b EXCHANGE ACT OF 1934
For the quarterly period ended November 28, 2014
or
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission File Number 1-13873

(o)

STEELCASE INC.

(Exact name of registrant as specified in its charter)
Michigan 38-0819050
(State or other jurisdiction

of incorporation or organization)

901 44th Street SE

Grand Rapids, Michigan

(Address of principal executive offices)

(I.R.S. employer identification no.)

49508
(Zip Code)

(Registrant’s telephone number, including area code) (616) 247-2710

None

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yesp Noo
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T

(§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yesp Noo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). Yeso Nop

As of December 18, 2014, Steelcase Inc. had 88,967,074 shares of Class A Common Stock and 32,500,413 shares of
Class B Common Stock outstanding.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements:
STEELCASE INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unaudited)
(in millions, except per share data)

Three Months Ended Nine Months Ended
November 28, November 22, November 28, November 22,
2014 2013 2014 2013
Revenue $800.0 $784.8 $2,309.8 $2,209.5
Cost of sales 549.0 541.1 1,589.6 1,511.7
Restructuring costs 36.1 0.9 31.8 1.0
Gross profit 214.9 242.8 688.4 696.8
Operating expenses 194.9 189.8 578.2 563.8
Goodwill and intangible asset impairment charges — 12.9 — 12.9
Restructuring costs 1.3 0.8 2.3 8.4
Operating income 18.7 39.3 107.9 111.7
Interest expense 4.5 ) (4.4 ) (13.3 ) (13.3 )
Investment income (expense) 0.3 0.6 1.2 0.6 )
Other income, net 2.3 3.0 9.0 4.8
Income before income tax expense 16.8 38.5 104.8 102.6
Income tax expense 5.0 15.5 41.5 38.8
Net income $11.8 $23.0 $63.3 $63.8
Earnings per share:
Basic $0.09 $0.18 $0.51 $0.51
Diluted $0.09 $0.18 $0.50 $0.50
Dividends declared and paid per common share $0.105 $0.10 $0.315 $0.30

See accompanying notes to the condensed consolidated financial statements.
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STEELCASE INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)
(in millions)

Three Months Ended Nine Months Ended
November 28, November 22, November 28, November 22,
2014 2013 2014 2013

Net income $11.8 $23.0 $63.3 $63.8

Other comprehensive income (loss), net:

Unrealized gain on investments — — — 0.2

Pension and other post-retirement liability adjustments (3.0 ) (1.4 ) (5.6 ) (3.8 )

Derivative adjustments 0.1 — 0.1 —

Foreign currency translation adjustments (7.5 ) 2.9 9.1 ) 2.1

Total other comprehensive income (loss), net (10.4 ) 1.5 (14.6 ) (1.5 )

Comprehensive income $1.4 $24.5 48.7 62.3

See accompanying notes to the condensed consolidated financial statements.
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STEELCASE INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in millions)

ASSETS

Current assets:

Cash and cash equivalents

Short-term investments

Accounts receivable, net of allowances of $13.2 and $13.0
Inventories

Deferred income taxes

Prepaid expenses

Other current assets

Total current assets

Property, plant and equipment, net of accumulated depreciation of $1,075.9 and
$1,140.8

Company-owned life insurance ("COLI")

Deferred income taxes

Goodwill

Other intangible assets, net of accumulated amortization of $43.0 and $41.8
Investments in unconsolidated affiliates

Other assets

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:

Accounts payable

Short-term borrowings and current maturities of long-term debt
Accrued expenses:

Employee compensation

Employee benefit plan obligations

Customer deposits

Product warranties

Other

Total current liabilities

Long-term liabilities:

Long-term debt less current maturities

Employee benefit plan obligations

Other long-term liabilities

Total long-term liabilities

Total liabilities

Shareholders’ equity:

Common stock

Additional paid-in capital

Accumulated other comprehensive income (loss)
Retained earnings

Total shareholders’ equity

Total liabilities and shareholders’ equity

(Unaudited)

November 28, February 28,

2014

$128.8
87.4
355.0
189.6
45.7
21.8
39.2
867.5

388.7

158.4
103.5
108.0
15.2
56.3
38.2
$1,735.8

$242.0
25

126.9
27.9
29.2
18.6
123.8
570.9

282.5
149.3
65.9
497.7
1,068.6

2.7

(13.8
678.3
667.2
$1,735.8

2014

$201.8
119.5
306.8
151.5
56.0
19.3
35.0
889.9

377.0

154.3
85.1
108.1
16.6
53.0
42.7
$1,726.7

$212.5
2.6

152.8
26.1
16.0
17.5
110.7
538.2

284.4
151.1
75.9
5114
1,049.6

0.8
676.3
677.1
$1,726.7
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See accompanying notes to the condensed consolidated financial statements.
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STEELCASE INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)
(in millions)

Nine Months Ended
November 28, November 22,
2014 2013
OPERATING ACTIVITIES
Net income $63.3 $63.8
Depreciation and amortization 44.2 43.8
Goodwill and intangible asset impairment charges — 12.9
Deferred income taxes (8.4 ) (2.7 )
Non-cash restructuring costs 5.1 94
Non-cash stock compensation 15.5 14.7
Equity in income of unconsolidated affiliates (11.6 ) (7.6 )
Dividends received from unconsolidated affiliates 8.0 4.0
Other (5.7 ) (14 )
Changes in operating assets and liabilities:
Accounts receivable (59.6 ) (70.8 )
Inventories (45.2 ) (23.1 )
Other assets (16.3 ) (12.6 )
Accounts payable 34.1 36.5
Employee compensation liabilities (38.2 ) (3.7 )
Employee benefit obligations 3.0 ) (6.3 )
Accrued expenses and other liabilities 25.3 40.1
Net cash provided by operating activities 7.5 97.0
INVESTING ACTIVITIES
Capital expenditures (69.0 ) (51.9 )
Proceeds from disposal of fixed assets 19.4 2.1
Purchases of short-term investments (78.4 ) (128.0 )
Liquidations of short-term investments 117.1 80.4
Liquidations of COLI investments — 74.5
Other 8.4 2.0 )
Net cash used in investing activities (2.5 ) (24.9 )
FINANCING ACTIVITIES
Dividends paid (39.6 ) (37.6 )
Common stock repurchases (35.3 ) (32.8 )
Excess tax benefit from vesting of stock awards 0.8 (0.8 )
Repayments of long-term debt (1.8 ) (1.7 )
Repayments of lines of credit (0.1 ) (0.2 )
Net cash used in financing activities (76.0 ) (73.1 )
Effect of exchange rate changes on cash and cash equivalents (2.0 ) (0.3 )
Net decrease in cash and cash equivalents (73.0 ) (1.3 )
Cash and cash equivalents, beginning of period 201.8 150.4
Cash and cash equivalents, end of period $128.8 $149.1

See accompanying notes to the condensed consolidated financial statements.
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STEELCASE INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1.BASIS OF PRESENTATION

The accompanying condensed consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP”) for interim financial information and with the
instructions in Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes for
complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring accruals
and adjustments) considered necessary for a fair presentation of the condensed consolidated financial statements have
been included. Results for interim periods should not be considered indicative of results to be expected for a full year.
Reference should be made to the consolidated financial statements and notes thereto contained in our Annual Report
on Form 10-K for the fiscal year ended February 28, 2014 (“Form 10-K”). The Condensed Consolidated Balance Sheet
as of February 28, 2014 was derived from the audited Consolidated Balance Sheet included in our Form 10-K.

As used in this Quarterly Report on Form 10-Q (“Report”), unless otherwise expressly stated or the context otherwise
requires, all references to “Steelcase,” “we,” “our,” “Company” and similar references are to Steelcase Inc. and its subsidiaries
in which a controlling interest is maintained. Unless the context otherwise indicates, reference to a year relates to the
fiscal year, ended in February of the year indicated, rather than a calendar year. Additionally, Q1, Q2, Q3 and Q4
reference the first, second, third and fourth quarter, respectively, of the fiscal year indicated. All amounts are in
millions, except share and per share data, data presented as a percentage or as otherwise indicated.

2.NEW ACCOUNTING STANDARDS

In May 2014, the Financial Accounting Standards Board issued a new standard on revenue recognition. The new
standard outlines a single comprehensive model for entities to use in accounting for revenue arising from contracts
with customers and supersedes most current revenue recognition guidance, including industry-specific guidance. The
core principle of the revenue model is that an entity should recognize revenue to depict the transfer of promised goods
or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in
exchange for those goods or services. The standard is designed to create greater comparability for financial statement
users across industries and jurisdictions and also requires enhanced disclosures. The guidance is effective for fiscal
years, and interim periods within those years, beginning after December 15, 2016. Early adoption is not permitted. We
are currently evaluating the impact of the adoption of this standard on our consolidated financial statements.
3.EARNINGS PER SHARE

Earnings per share is computed using the two-class method. The two-class method determines earnings per share for
each class of common stock and participating securities according to dividends or dividend equivalents and their
respective participation rights in undistributed earnings. Participating securities represent restricted stock units in
which the participants have non-forfeitable rights to dividend equivalents during the performance period. Diluted
earnings per share includes the effects of certain performance units in which the participants have forfeitable rights to
dividend equivalents during the performance period.

5
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Three Months Ended Nine Months Ended
Computation of Earnings per Share November 28, November 22, November 28, November 22,
2014 2013 2014 2013
Net income $11.8 $23.0 $63.3 $63.8
Adjustment for earnings attributable to participating
securities 0.2 ) (0.4 ) (1.2 ) (1.0 )
Net income used in calculating earnings per share $11.6 $22.6 $62.1 $62.8

Weighted-average common shares outstanding including 123.8

S e 125.9 124.6 126.1
participating securities (in millions)
Adjustment for participating securities (in millions) 2.4 ) (2.0 ) (2.3 ) (1.9 )
S}?ar.es used in calculating basic earnings per share (in 121.4 123.9 1223 1240
millions)
Effect of dilutive stock-based compensation (in millions) 1.5 1.8 1.5 1.7
Sh‘ar.es used in calculating diluted earnings per share (in 122.9 1257 123.8 125.9
millions)
Earnings per share:
Basic $0.09 $0.18 $0.51 $0.51
Diluted $0.09 $0.18 $0.50 $0.50
Total common shares outstanding at period end (in 1215 124.0 1215 124.0

millions)

Anti-dilutive performance units excluded from
computation of diluted earnings per share (in millions)
4. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)
The following table summarizes the changes in accumulated balances of other comprehensive income (loss) for the
three months ended November 28, 2014:
Pension and

Unrealized other Foreign

Derivative  currency

gain on post-retirement . ; Total

: e adjustments translation

investments liability .

. adjustments
adjustments

Balance as of August 29, 2014 $0.8 $17.0 $(0.1 ) $(21.1 ) $(3.4 )
Other comprehensive loss before
reclassifications o (1.4 ) — (7.5 ) 89 )
Amounts reglasglfled from accumulated other_ (1.6 ) 0.1 L (1.5 )
comprehensive income (loss)
Net current period other comprehensive o 3.0 ) 0.1 (7.5 ) (10.4 )
income (loss)
Balance as of November 28, 2014 $0.8 $14.0 $— $(28.6 ) $(13.8 )

6
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

The following table summarizes the changes in accumulated balances of other comprehensive income (loss) for the
nine months ended November 28, 2014
Pension and

Unrealized other Foreign

Derivative  currency

gain on post-retirement . ; Total
; e adjustments translation
investments liability .
. adjustments
adjustments
Balance as of February 28, 2014 $0.8 $19.6 $(0.1 ) $(19.5 ) $0.8
Other comprehensive loss before
reclassifications o (1.4 ) — ©.1 ) (0.5
Amounts reglasglfled from accumulated other_ 42 ) 0.1 . .1
comprehensive income (loss)
Net curr.ent period other comprehensive . (5.6 ) 0.1 ©.1 ) (14.6
income income (loss)
Balance as of November 28, 2014 $0.8 $14.0 $— $(28.6 ) $(13.8

The following table provides details about reclassifications out of accumulated other comprehensive income for the
three and nine months ended November 28, 2014 and November 22, 2013:
Amounts Reclassified from Accumulated Other

Detail of Accumulated Other Comprehensive Income (Loss) éi?g;gelame in the

Comprehensive Income (Loss) Three Months Ended Nine Months Ended Consolidated

Components November 28, November 22,November 28, November 22’Statements of Income
2014 2013 2014 2013

Unrealized gains on investments ~ $— $— $— $(0.1 ) Other income, net
— — — — Income tax expense
— — — (0.1 ) Net income

Unrealized gains on derivatives $0.1 $— $0.1 $— Other income, net
— — — — Income tax expense
0.1 — 0.1 — Net income

Amortization of pension and other

post-retirement liability adjustments

Actuarial losses (gains) 0.1 ) — (0.1 ) 0.2 Cost of sales

Actuarial losses (gains) — 0.2 0.2 0.7 Operating expenses

Prior service cost (credit) (1.1 ) (1.1 ) (3.2 ) (3.3 ) Cost of sales

Prior service cost (credit) (1.1 ) (1.3 ) (3.5 ) (3.7 ) Operating expenses
0.7 0.8 24 2.3 Income tax expense
(1.6 ) (1.4 ) 4.2 ) (3.8 ) Net income

Total reclassifications $(1.5 ) $(1.4 ) $4.1 ) $(3.9 )

7
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

5.FAIR VALUE

The carrying amounts for many of our financial instruments, including cash and cash equivalents, accounts and notes
receivable, accounts and notes payable, short-term borrowings and certain other liabilities, approximate their fair
value due to their relatively short maturities. Our short-term investments, foreign exchange forward contracts and
long-term investments are measured at fair value on the Condensed Consolidated Balance Sheets.

Our total debt is carried at cost and was $285.0 and $287.0 as of November 28, 2014 and February 28, 2014,
respectively. The fair value of our total debt is measured using a discounted cash flow analysis based on current
market interest rates for similar types of instruments and was approximately $326 and $327 as of November 28, 2014
and February 28, 2014, respectively.

We periodically use derivative financial instruments to manage exposures to movements in foreign exchange rates and
interest rates. The use of these financial instruments modifies the exposure of these risks with the intention to reduce
our risk of short-term volatility. We do not use derivatives for speculative or trading purposes.

8
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
Assets and liabilities measured at fair value in our Consolidated Balance Sheets as of November 28, 2014 and

February 28, 2014 are summarized below:
November 28, 2014

Fair Value of Financial Instruments Level 1 Level 2 Level 3 Total
Assets:
Cash and cash equivalents $128.8 $— $— $128.8
Restricted cash 2.5 — — 2.5
Managed investment portfolio and other investments
Corporate debt securities — 46.2 — 46.2
U.S. agency debt securities — 22.4 — 22.4
Asset backed securities — 10.1 — 10.1
U.S. government debt securities 3.8 — — 3.8
Municipal debt securities — 3.1 — 3.1
Other investments — 1.8 — 1.8
Foreign exchange forward contracts — 11.3 — 11.3
Canadian asset-backed commercial paper restructuring notes — 3.8 — 3.8
Auction rate securities $— $— $9.6 $9.6
$135.1 $98.7 $9.6 $243.4
Liabilities
Foreign exchange forward contracts $— $(1.4 ) $— $(1.4 )
$— $(1.4 ) $— $(1.4 )
February 28, 2014
Fair Value of Financial Instruments Level 1 Level 2 Level 3 Total
Assets:
Cash and cash equivalents $201.8 $— $— $201.8
Restricted cash 9.0 — — 9.0
Managed investment portfolio and other investments
Corporate debt securities — 48.0 — 48.0
U.S. agency debt securities — 48.9 — 48.9
Asset backed securities — 5.6 — 5.6
U.S. government debt securities 7.8 — — 7.8
Municipal debt securities — 34 — 34
Other investments — 5.8 — 5.8
Foreign exchange forward contracts — 0.3 — 0.3
Canadian asset-backed commercial paper restructuring notes — 3.7 — 3.7
Auction rate securities — — 9.6 9.6
$218.6 $115.7 $9.6 $343.9
Liabilities
Foreign exchange forward contracts $— $(3.2 ) $— $(3.2 )
$— $(3.2 ) $— $(3.2 )
9

14



Edgar Filing: STEELCASE INC - Form 10-Q

Table of Contents
STEELCASE INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Below is a roll-forward of assets and liabilities measured at fair value using Level 3 inputs for the nine months ended
November 28, 2014:

Auction Rate
Securities
Balance as of February 28, 2014 $9.6
Unrealized gain on investments —
Other-than-temporary impairments —

Currency translation adjustment —

Balance as of November 28, 2014 $9.6

6. INVENTORIES

Roll-Forward of Fair Value Using Level 3 Inputs

November 28, February 28,

Inventories 2014 2014
Raw materials and work-in-process $100.2 $85.3
Finished goods 111.0 87.7
211.2 173.0
Revaluation to LIFO 21.6 21.5
$189.6 $151.5

The portion of inventories determined by the LIFO method was $83.5 as of November 28, 2014 and $70.8 as of
February 28, 2014.
7.SHARE-BASED COMPENSATION
Performance Units
In Q1 2015, we awarded 305,512 performance units ("PSUs") to our executive officers. Of the PSUs awarded,
152,756 units are earned after a three-year performance period, from 2015 through 2017, based on our total
shareholder return relative to a comparison group of companies, which is a market condition, and, if earned, will be
issued in the form of shares of Class A Common Stock. The number of shares that may be earned can range from 0%
to 200% of the target amount; therefore, the maximum number of shares that can be issued under this award is
305,512. These PSUs are expensed and recorded in Additional paid-in capital on the Condensed Consolidated Balance
Sheets over the performance period. We used the Monte Carlo simulation model to calculate the fair value of these
PSUs on the date of grant. The model resulted in a weighted average grant date fair value of $23.25 per unit for these
PSUs, compared to $15.50 and $11.92 per unit for PSUs granted in 2014 and 2013, respectively.
The weighted average grant date fair values were determined using the following assumptions:

2015 Awards 2014 Awards 2013 Awards

Three-year risk-free interest rate (1) 0.7 %0.3 %0.5 %
Expected term 3 years 3 years 3 years
Estimated volatility (2) 42.2 %44.7 %49.8 %

(1)Based on the U.S. government bond benchmark on the grant date.

(2)Represents the historical price volatility of the Company’s common stock for the three-year period preceding the
grant date.

The remaining 152,756 PSUs awarded during Q1 2015 are earned after a three-year performance period, from 2015

through 2017, based on our three-year average return on invested capital, which is a performance condition, and, if

earned, will be issued in the form of shares of Class A Common Stock. The number of shares that

10
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

may be earned can range from 0% to 200% of the target amount; therefore, the maximum number of shares that can be
issued under this award is 305,512. These units are expensed and recorded in Additional paid-in capital on the
Condensed Consolidated Balance Sheets over the performance periods based on the probability that the performance
condition will be met. The expense recorded will be adjusted as the estimate of the total number of PSUs that will
ultimately be earned changes. The weighted average grant date fair value of these PSUs was $16.69. The fair value is
equal to the closing stock price on the date of grant.

For all PSUs awarded in Q1 2015, dividend equivalents are calculated based on the actual number of shares earned at
the end of the performance period equal to the dividends that would have been payable on the earned shares had they
been held during the entire performance period as Class A Common Stock. At the end of the performance period, the
dividend equivalents are paid in the form of cash or Class A Common Stock at the discretion of the Board of
Directors. In addition, these awards will be forfeited if the participant leaves the Company for reasons other than
retirement, disability or death or if the participant engages in any competition with us, as defined in the plan and
determined by the Administrative Committee in its discretion. If a change in control occurs at least six months
following the award date, the target awards will be deemed to be earned and a pro rata number of units will be vested
and paid based upon the length of time within the performance period which has elapsed prior to the effective date of
the change in control.

The total PSU expense and associated tax benefit for all outstanding awards for the three and nine months ended
November 28, 2014 and November 22, 2013 are as follows:

Three Months Ended Nine Months Ended
Performance Units November 28, November 22, November 28, November 22,
2014 2013 2014 2013
Expense $0.7 $0.3 $4.2 $5.7
Tax benefit 0.2 0.1 1.5 2.2

As of November 28, 2014, there was $5.5 of remaining unrecognized compensation cost related to nonvested PSUs,
which is expected to be recognized over a remaining weighted-average period of 2.0 years.
The PSU activity for the nine months ended November 28, 2014 is as follows:

Weighted-Average

Maximum Number of Shares That May Be Issued Under Nonvested Units ~ Total Grant Date
Fair Value per Unit
Nonvested as of February 28, 2014 1,833,288 $14.04
Granted 611,024 19.97
Nonvested as of November 28, 2014 2,444,312 $14.65

Restricted Stock Units
During the nine months ended November 28, 2014, we awarded 836,153 restricted stock units ("RSUs"), of which
130,181 were awarded to our executive officers. These RSUs have restrictions on transfer which lapse three years
after the date of grant, at which time the units will be issued as unrestricted shares of Class A Common Stock. Holders
of RSUs receive cash dividends equal to the dividends we declare and pay on our Class A Common Stock, which are
included in Dividends paid on the Condensed Consolidated Statements of Cash Flows. These awards are subject to
forfeiture if a participant leaves our company for reasons other than retirement, disability, death or termination by us
without cause prior to the vesting date. RSUs are expensed and recorded in Additional paid-in capital on the
Condensed Consolidated Balance Sheets over the requisite service period based on the value of the underlying shares
on the date of grant.
The RSU expense and associated tax benefit for all outstanding awards for the three and nine months ended
November 28, 2014 and November 22, 2013 are as follows:

Three Months Ended Nine Months Ended
Restricted Stock Units

16
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November 28, November 22, November 28, November 22,

2014 2013 2014 2013
Expense $2.1 $1.8 $10.8 $8.6
Tax benefit 0.8 0.4 ) 3.9 1.8
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

As of November 28, 2014, there was $11.3 of remaining unrecognized compensation cost related to nonvested RSUs,
which is expected to be recognized over a weighted-average period of 2.2 years.
The RSU activity for the nine months ended November 28, 2014 is as follows:

Weighted-Average

Nonvested Units Total Gr?l nt Date
Fair Value
per Unit

Nonvested as of February 28, 2014 2,001,758 $11.71

Granted 836,153 16.68

Vested (451,489 )11.99

Forfeited (49,213 )13.36

Nonvested as of November 28, 2014 2,337,209 $14.07

8.REPORTABLE SEGMENTS

Our reportable segments consist of the Americas segment, the EMEA segment and the Other category. Unallocated
corporate expenses are reported as Corporate.

The Americas segment serves customers in the U.S., Canada and Latin America with a portfolio of integrated
architecture, furniture and technology products marketed to corporate, government, healthcare, education and retail
customers through the Steelcase, Coalesse, Details and Turnstone brands.

The EMEA segment serves customers in Europe, the Middle East and Africa primarily under the Steelcase and
Coalesse brands, with an emphasis on freestanding furniture systems, storage and seating solutions.

The Other category includes Asia Pacific, Designtex and PolyVision. Asia Pacific serves customers in Asia and
Australia primarily under the Steelcase brand with an emphasis on freestanding furniture systems, storage and seating
solutions. Designtex designs and sells surface materials including textiles and wall coverings which are specified by
architects and designers directly to end-use customers primarily in North America. PolyVision manufactures ceramic
steel surfaces for use in multiple applications, but primarily for sale to third-party fabricators and distributors to create
static whiteboards and chalkboards sold in the primary and secondary education markets globally.

Corporate costs include unallocated portions of shared service functions such as information technology, human
resources, finance, executive, corporate facilities, legal and research. Corporate assets consist primarily of unallocated
cash and investment balances and the cash surrender value of company-owned life insurance.
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Revenue and operating income (loss) for the three and nine months ended November 28, 2014 and November 22,
2013 and total assets as of November 28, 2014 and February 28, 2014 by segment are presented below:

Three Months Ended Nine Months Ended
Reportable Segment Statement of Operations Data November 28, November 22, November 28, November 22,
2014 2013 2014 2013
Revenue
Americas $555.3 $558.5 $1,641.9 $1,596.0
EMEA 171.5 158.0 450.2 417.1
Other 73.2 68.3 217.7 196.4
$800.0 $784.8 $2,309.8 $2,209.5
Operating income (loss)
Americas $66.8 $66.6 $200.1 $183.6
EMEA (41.0 ) (3.7 ) (70.4 ) (29.1 )
Other 1.2 (13.6 ) 4.6 (10.6 )
Corporate (8.3 ) (10.0 ) (26.4 ) (32.2 )
$18.7 $39.3 $107.9 $111.7

Reportable Segment Balance Sheet Data November 28, February 28,

2014 2014
Total assets
Americas $945.6 $901.4
EMEA 330.3 288.6
Other 171.6 159.9
Corporate 288.3 376.8

$1,735.8 $1,726.7
9.RESTRUCTURING ACTIVITIES
In Q2 2015, we announced additional restructuring actions in EMEA intended to safeguard our global competitiveness
through changes in our EMEA manufacturing footprint. These actions relate to the exit of a manufacturing facility in
Wisches, France and the transfer of its activities to other existing facilities in the EMEA region. As a result of these
actions, we expect to incur approximately $39 of net cash restructuring costs in connection with this project. In Q3
2015, we transferred the assets and activities of the facility to a third party, and incurred restructuring costs related to
the transfer, including $27.3 for a facilitation payment to the third party. We incurred $29.6 and $31.0 of business exit
and other costs (including the facilitation payment) in the EMEA segment in connection with these actions during the
three and nine months ended November 28, 2014, respectively.
In Q1 2015, we announced restructuring actions to close a manufacturing facility in High Point, North Carolina. In
connection with this project, we expect to incur approximately $8 of cash restructuring costs, with approximately $4
relating to workforce reductions and approximately $4 relating to manufacturing consolidation and production moves.
We incurred $0.4 and $1.1 of employee termination costs in the Americas segment in connection with these actions
during the three and nine months ended November 28, 2014, respectively. We incurred $0.3 and $0.4 of business exit
and other costs in the Americas segment in connection with these actions during the three and nine months ended
November 28, 2014, respectively.
In Q1 2015, we recognized a $12.0 gain related to the sale of an idle manufacturing facility in the Americas segment
that was closed as part of previously announced restructuring actions.
In Q3 2014, we announced restructuring actions in EMEA intended to safeguard our global competitiveness through
changes in our EMEA manufacturing footprint. These actions consist of the closure of a manufacturing facility in
Durlangen, Germany and the establishment of a new manufacturing location in Stribro, Czech Republic. In Q1 2015,
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connection with this project, we expect to incur approximately $26 of cash restructuring costs, with approximately
$19 related to employee termination costs and approximately $7 related to business exit and other related costs. We
incurred $5.8 and $10.1 of employee termination costs in the EMEA segment in connection with these actions during
the three and nine months ended November 28, 2014, respectively. We incurred $0.5 and $1.1 of business exit and
other related costs in the EMEA segment in connection with these actions during the three and nine months ended
November 28, 2014, respectively. During 2014, we incurred $0.7 of business exit and other related costs in the EMEA
segment in connection with these actions.

In Q1 2014, we announced restructuring actions in EMEA to reorganize the sales, marketing and support functions in
France. We incurred $1.3 and $2.1 of employee termination costs in the EMEA segment in connection with these
actions during the three and nine months ended November 28, 2014, respectively. During 2014, we incurred $6.3
related to employee termination costs and $0.9 of business exit and other related costs in the EMEA segment in
connection with these actions. These restructuring actions are substantially complete.

Restructuring costs (benefits) are summarized in the following table:

Three Months Ended Nine Months Ended
Restructuring Costs (Benefits) November 28, November 22, November 28, November 22,
2014 2013 2014 2013
Cost of sales
Americas $0.1 $(0.1 ) $(10.8 ) $—
EMEA 36.0 1.0 42.6 1.0
Other — — — —
36.1 0.9 31.8 1.0
Operating expenses
Americas — 0.1 — 1.2
EMEA 1.3 0.5 2.3 7.0
Other — 0.2 — 0.2
1.3 0.8 2.3 8.4
Total $37.4 $1.7 $34.1 $9.4

Below is a summary of the net additions, payments and adjustments to the restructuring reserve balance for the nine
months ended November 28, 2014:

Employee Business Exits
Restructuring Reserve Termination and Related  Total

Costs Costs
Reserve balance as of February 28, 2014 $7.7 $2.0 $9.7
Additions 134 324 45.8
Payments (6.2 ) (32.0 ) (38.2 )
Adjustments 0.4 ) (0.6 ) (1.0 )
Reserve balance as of November 28, 2014 $14.5 $1.8 $16.3

The employee termination costs reserve balance as of November 28, 2014 primarily relates to restructuring actions in
EMEA.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations:

This management’s discussion and analysis of financial condition and results of operations should be read in
conjunction with our Annual Report on Form 10-K for the fiscal year ended February 28, 2014. Reference to a year
relates to the fiscal year, ended in February of the year indicated, rather than the calendar year, unless indicated by a
specific date. Additionally, Q1, Q2, Q3 and Q4 reference the first, second, third and fourth quarter, respectively, of the
fiscal year indicated. All amounts are in millions, except share and per share data, data presented as a percentage or as
otherwise indicated.

Non-GAAP Financial Measures

This item contains certain non-GAAP financial measures. A “non-GAAP financial measure” is defined as a numerical
measure of a company’s financial performance that excludes or includes amounts so as to be different than the most
directly comparable measure calculated and presented in accordance with GAAP in the condensed consolidated
statements of income, balance sheets or statements of cash flows of the company. Pursuant to the requirements of
Regulation G, we have provided a reconciliation below of non-GAAP financial measures to the most directly
comparable GAAP financial measure.

The non-GAAP financial measures used are: (1) organic revenue growth (decline), which represents the change in
revenue excluding estimated currency translation effects and the impacts of acquisitions and divestitures, and

(2) adjusted operating income (loss), which represents operating income (loss) excluding restructuring costs (benefits)
and goodwill and intangible asset impairment charges. These measures are presented because management uses this
information to monitor and evaluate financial results and trends. Therefore, management believes this information is
also useful for investors.

Financial Summary

Results of Operations

Three Months Ended Nine Months Ended
Statement of Operations November 28, November 22, November 28, November 22,
Data 2014 2013 2014 2013
Revenue $800.0 100.0 % $784.8 100.0 % $2,309.8 100.0 % $2,209.5 100.0 %
Cost of sales 549.0 68.6 541.1 69.0 1,589.6  68.8 1,511.7 68.5
Restructuring costs 36.1 4.5 0.9 0.1 31.8 1.4 1.0 —
Gross profit 214.9 26.9 242.8 30.9 688.4 29.8 696.8 31.5
Operating expenses 194.9 24.4 189.8 24.2 578.2 25.0 563.8 25.5
Goodyvﬂl gnd intangible o o 12.9 16 . o 12.9 0.6
asset impairment charges
Restructuring costs 1.3 0.2 0.8 0.1 2.3 0.1 8.4 0.4
Operating income 18.7 2.3 39.3 5.0 107.9 4.7 111.7 5.0
Interest expense 4.5 ) (0.5 ) @4 ) (06 ) (133 ) 06 ) (133 ) 06 )
Investment income 0.3 o 0.6 0.1 12 o 0.6 )y —
(expense)
Other income, net 2.3 0.3 3.0 0.4 9.0 0.4 4.8 0.2
Income before income tax g ¢ 5 385 49 1048 45 102.6 46
expense
Income tax expense 5.0 0.6 15.5 2.0 41.5 1.8 38.8 1.7
Net income $11.8 1.5 % $23.0 2.9 % $63.3 2.7 % $63.8 2.9 %
Earnings per share:
Basic $0.09 $0.18 $0.51 $0.51
Diluted $0.09 $0.18 $0.50 $0.50
15
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Q3 2015 Organic Revenue Growth (Decline) Americas EMEA Other Consolidated

Q3 2014 revenue $558.5 $158.0 $68.3 $784.8

Currency translation effects* 2.4 ) (7.6 ) (0.3 ) (10.3 )
Q3 2014 revenue, adjusted 556.1 150.4 68.0 774.5

Q3 2015 revenue, reported 555.3 171.5 73.2 800.0

Organic growth (decline) $ $(0.8 ) $21.1 $5.2 $25.5

Organic growth (decline) % — % 14 % 8 % 3 %

* Currency translation effects represent the estimated net effect of translating Q3 2014 foreign currency revenues
using the average exchange rates during Q3 2015.

Year-to-Date 2015 Organic Revenue Growth Americas EMEA Other Consolidated
Year-to-date 2014 revenue $1,596.0 $417.1 $196.4 $2,209.5
Currency translation effects* (6.7 ) 4.8 (1.0 ) (29 )
Year-to-date 2014 revenue, adjusted 1,589.3 421.9 195.4 2,206.6
Year-to-date 2015 revenue 1,641.9 450.2 217.7 2,309.8
Organic growth $ $52.6 $28.3 $22.3 $103.2
Organic growth % 3 % 7 % 11 % 5 %

* Currency translation effects represent the estimated net effect of translating year-to-date 2014 foreign currency
revenues using the average exchange rates during year-to-date 2015.

Three Months Ended Nine Months Ended
Elico(;rizlg)atlon of Operating November 28, November 22, November 28, November 22,
Adjusted Operating Income 2014 2013 2014 2013
Operating income $187 23 % $393 50 % $1079 47 % $111.7 50 %
Add: restructuring costs 374 4.7 1.7 0.2 34.1 1.5 9.4 0.4
Add: goodwill and intangible =~ o 12.9 16 o o 12.9 0.6

asset impairment charges
Adjusted operating income $56.1 70 % $539 68 % $1420 62 % $1340 60 %
Overview

In Q3 2015, we experienced 3% organic revenue growth over the prior year and posted an adjusted operating income
margin of 7.0%. Operating performance in the Americas segment remained strong, and the EMEA segment continued
to make progress towards profitability. We continue to experience a high level of project business globally, which
produces volatility in order patterns and the timing of shipments. Orders in the Americas grew 3% during the quarter,
but the Americas posted a slight organic revenue decline, due primarily to an increase in customer requests for
extended delivery dates. Orders in EMEA grew 1% during the quarter, but EMEA posted organic revenue growth of
14% for the quarter, due to a strong order backlog at the end of the prior quarter. We continue to expect modest
growth over the near future for our industry in the Americas as companies continue to modernize their work
environments, but the outlook for our industry in EMEA remains variable by market and less optimistic.

We made significant progress on the changes in our EMEA manufacturing footprint during Q3 2015. We began
production at a new facility in the Czech Republic and transferred the activities of our facility in Wisches, France to a
third party. The benefits from these activities are expected to be realized over time beginning next fiscal year through
their estimated completion in Q3 2016.

Q3 2015 Compared to Q3 2014

We recorded net income of $11.8 in Q3 2015 and $23.0 in Q3 2014. The decrease was driven by higher restructuring
costs, which were partially offset by goodwill and intangible asset impairment charges of $12.9 in the prior year, a
modest increase in adjusted operating income and a lower effective tax rate.
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Revenue was $800.0 in Q3 2015 compared to $784.8 in Q3 2014. Organic revenue growth was 3% after adjusting for
currency translation effects. Revenue in the Americas reflected an organic decline of less than 1%; however Q3 2015
orders in the Americas grew 3% compared to the prior year resulting in a higher backlog at the
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end of the quarter. EMEA posted organic revenue growth of 14% primarily related to strong project business in
France, although most other markets also grew organically compared to the prior year. Q3 2015 orders in EMEA
increased by approximately 1% (in constant currency) compared to the prior year. The Other category posted organic
revenue growth of 8%, with Asia Pacific, PolyVision and Designtex all contributing to the growth.

Operating income was $18.7 in Q3 2015 compared to $39.3 in the prior year. Q3 2015 adjusted operating income
increased by $2.2 to $56.1 compared to Q3 2014 adjusted operating income of $53.9. Operating leverage from the
revenue growth in EMEA and the Other category and benefits of improved pricing and favorable business mix in the
Americas were partially offset by approximately $9 of disruption and inefficiencies associated with the manufacturing
footprint changes in EMEA.

Cost of sales was 68.6% of revenue in Q3 2015, a 40 basis point improvement compared to Q3 2014. The
improvement was driven by improved pricing, net of inflation, continued cost reduction efforts and a favorable shift in
business mix in the Americas, which were largely offset by disruption and inefficiencies associated with the
manufacturing footprint changes in EMEA. These costs include labor premiums paid to employees during transition
periods and labor inefficiencies caused by work stoppages or slowdowns resulting from restructuring activities. They
also include incremental logistics costs caused by split shipments (linked to labor inefficiencies) and interim supply
chains during production moves. Lastly, these costs include duplicate labor and overhead at the new Czech Republic
facility and other plants impacted by production moves. We believe these costs are temporary and will be eliminated
once the manufacturing changes in EMEA are complete and the industrial model returns to normal levels of operating
efficiency.

Operating expenses in Q3 2015 of $194.9 increased by $5.1 compared to Q3 2014. The increase was driven by higher
operating expenses in the Americas, which included a biennial sales and dealer conference, an increase in the
allowance for doubtful accounts and increased spending on sales and other initiatives, partially offset by favorable
foreign currency translation effects of $2.7.

We recorded restructuring costs of $37.4 in Q3 2015 primarily related to the manufacturing footprint changes in
EMEA, including the transfer of a manufacturing facility in Wisches, France to a third party. The transfer included a
$27.3 million payment which was recorded in restructuring costs. In Q3 2014, we recorded restructuring costs of $1.7
associated with actions in EMEA to reorganize the sales, marketing and support functions in France.

Our Q3 2015 effective tax rate was 29.8% compared to the Q3 2014 effective tax rate of 40.3%. The Q3 2015 rate
was below the U.S. federal statutory tax rate of 35% primarily due to discrete tax credits in the Czech Republic
associated with the manufacturing footprint changes in EMEA partially offset by discrete tax charges and losses in
EMEA, which resulted in deferred tax assets in various jurisdictions for which full valuation allowances have been
recorded. The Q3 2014 rate was above the U.S. federal statutory tax rate primarily driven by losses in EMEA, which
resulted in deferred tax assets in various jurisdictions for which full valuation allowances have been recorded. Income
tax expense in Q3 2014 also reflected the non-deductible nature of the goodwill and intangible asset impairment
charges and included other net discrete tax benefits.

Year-to-Date 2015 Compared to Year-to-Date 2014

We recorded year-to-date 2015 net income of $63.3 compared to year-to-date 2014 net income of $63.8. Higher
adjusted operating income and increased other income, net, and goodwill and intangible asset impairment charges of
$12.9 in the prior year were offset by higher restructuring costs.

Year-to-date 2015 revenue increased $100.3 or 4.5% compared to year-to-date 2014. After adjusting for currency
translation effects, organic revenue growth was $103.2 or 5%. We realized organic revenue growth of 3% in the
Americas, 7% in EMEA and 11% in the Other category.

Year-to-date 2015 operating income of $107.9 compares to operating income of $111.7 in the prior year. Year-to-date
2015 adjusted operating income improved to $142.0 from $134.0 in the prior year. Operating leverage from the
revenue growth across our segments and improved pricing in the Americas were partially offset by higher costs of
sales, which was driven by disruption and inefficiencies associated with the manufacturing footprint changes in
EMEA.

Year-to-date 2015 cost of sales was 68.8%, a 30 basis point increase compared to year-to-date 2014. The increase was
driven primarily by disruption and inefficiencies in EMEA of approximately $21 and higher overhead, warranty and
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freight and distribution costs earlier in the year in the Americas, but this increase was largely offset by operating
leverage from the revenue growth across our segments and improved pricing and benefits of on-going cost reduction
efforts in the Americas.
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Year-to-date 2015 operating expenses of $578.2 increased $14.4 compared to the same period last year but decreased
as a percentage of sales. The increase was largely driven by higher variable compensation and higher operating
expenses in the Americas, which included a biennial sales and dealer conference, an increase in the allowance for
doubtful accounts and increased spending on sales and other initiatives.

We recorded year-to-date 2015 restructuring costs of $34.1 compared to $9.4 in year-to-date 2014. The year-to-date
2015 amount included charges related to the transfer of the assets and activities of the Wisches, France manufacturing
facility to a third party and costs related to the planned closure of a manufacturing facility in Durlangen, Germany,
partially offset by a gain related to the sale of an idle manufacturing facility in the Americas segment that was closed
as part of previously announced restructuring actions. The year-to-date 2014 amount included $8.0 associated with
actions in EMEA to reorganize the sales, marketing and support functions in France.

Our year-to-date 2015 effective tax rate was approximately 39.6% compared to a year-to-date 2014 effective tax rate
of 37.8%. The year-to-date effective tax rate was above the U.S. federal statutory tax rate of 35% in both 2015 and
2014. In 2015, the higher rate was driven by losses in EMEA, which resulted in deferred tax assets in various
jurisdictions for which full valuation allowances have been recorded, partially offset by net discrete tax benefits
primarily related to tax credits in the Czech Republic associated with the manufacturing footprint changes in EMEA.
In 2014, the higher rate was also driven by losses in EMEA, as well as the non-deductible nature of the goodwill and
intangible asset impairment charges, partially offset by net discrete tax benefits.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Interest Expense, Investment Income (Expense) and Other Income, Net

Three Months Ended Nine Months Ended
Interest Expense, Investment Income (Expense) and Other November 28,November 22,November 28,November 22,
Income, Net 2014 2013 2014 2013
Interest expense $4.5 ) $(4.4 ) $(13.3 ) $(13.3 )
Investment income (expense) 0.3 0.6 1.2 0.6 )
Other income, net:
Equity in income of unconsolidated ventures 4.2 3.1 11.6 7.6
Miscellaneous, net (1.9 ) (0.1 ) (2.6 ) (2.8 )
Total other income, net 2.3 3.0 9.0 4.8

Total }nterest expense, investment income (expense) and $(1.9 ) $(0.8 ) $(3.1 ) $(9.1 )
other income, net

Other income, net decreased in Q3 2015 primarily due to higher foreign currency losses, partially offset by higher
equity in income of unconsolidated ventures.

Investment income in year-to-date 2015 compared to investment losses in year-to-date 2014, which included losses on
variable life company-owned life insurance ("COLI"). Other income, net increased in year-to-date 2015 primarily due
to higher equity in income of unconsolidated ventures.

Business Segment Review

See Note 8 to the condensed consolidated financial statements for additional information regarding our business
segments.

Americas

The Americas segment serves customers in the U.S., Canada and Latin America with a portfolio of integrated
architecture, furniture and technology products marketed to corporate, government, healthcare, education and retail
customers through the Steelcase, Coalesse, Details and Turnstone brands.

Three Months Ended Nine Months Ended
Statement of Operations Data Nevember 28, November 22, November 28, November 22,
Americas 2014 2013 2014 2013
Revenue $555.3 100.0 % $558.5 100.0 % $1,641.9 100.0 % $1,596.0 100.0 %
Cost of sales 364.5 65.7 375.8 67.3 1,091.1 66.5 1,065.9 66.8
Restructuring costs (benefits) 0.1 — (0.1 ) — (10.8 ) (0.7 ) — —
Gross profit 190.7 34.3 182.8 327 561.6 34.2 530.1 33.2
Operating expenses 123.9 22.3 116.1 20.8 361.5 22.0 345.3 21.6

Goodwill and intangible asset
impairment charges

Restructuring costs — — 0.1 — — — 1.2 0.1

Operating income $66.8 120 % $66.6 11.9 % $200.1 122 % $183.6 115 %
Three Months Ended Nine Months Ended

Reconciliation of Operating

Income to November 28, November 22, November 28, November 22,

Adjusted Operating Income — 2014 2013 2014 2013

Americas

Operating income $66.8 120 % $66.6 119 % $200.1 122 % $183.6 115 %

Add: restructuring costs 0.1 L . o 108 ) (07 ) 12 01

(benefits)
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Add: goodwill and intangible

asset impairment charges

Adjusted operating income ~ $66.9  12.0 % $66.6 119 % $189.3 115 % $184.8 11.6 %
Operating income in the Americas of $66.8 in Q3 2015 increased modestly compared to Q3 2014 operating income of
$66.6. Adjusted operating income of $66.9 in Q3 2015 improved by $0.3 compared to Q3 2014. Benefits associated
with lower cost of sales were largely offset by higher operating expenses. The $4.5 improvement in
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year-to-date 2015 adjusted operating income was primarily due to benefits associated with the organic revenue
growth, improved pricing, net of inflation, and lower cost of sales due to continued cost reduction efforts, partially
offset by higher operating expenses.

The Americas revenue represented 69.4% of consolidated revenue in Q3 2015. Revenue for Q3 2015 was $555.3
compared to $558.5 in Q3 2014. After adjusting for $2.4 of unfavorable currency translation effects, organic revenue
declined by less than 1% compared to the prior year. Revenue in Q3 2015 is categorized as follows:

Product categories — Four out of seven categories grew in Q3 2015, led by Coalesse, ~ Architectural Solutions and
Turnstone.

Vertical markets — Information Technology, Technical and Professional and State and Local Government posted strong
erowth, while Federal Government, Insurance Services, Healthcare, Education, Manufacturing and Energy declined
year-over-year.

Geographic regions — The West Business Group posted strong growth while the South and East Business Groups
declined.

Contract type — Project business had strong growth, while continuing business and marketing programs declined
year-over-year.

Year-to-date 2015 organic revenue growth was $52.6 or 3% compared to the prior year.

Cost of sales decreased 160 basis point to 65.7% of revenue in Q3 2015 compared to 67.3% of revenue in Q3 2014.
The year-over-year improvement was driven by improved pricing, net of inflation, continued cost reduction efforts
and a favorable shift in business mix. Year-to-date 2015 cost of sales was driven by the same factors in the quarter,
but higher overhead, warranty and freight and distribution costs earlier in the year reduced the year-to-date
improvement to 30 basis points.

Operating expenses in Q3 2015 increased $7.8 to $123.9 and increased 150 basis points as a percentage of sales. The
increase was primarily due to a biennial sales and dealer conference, an increase in the allowance for doubtful
accounts and increased spending on sales and other growth initiatives. Year-to-date 2015 operating expenses increased
by $16.2 compared to year-to-date 2014. The increase was driven by the same factors as our Q3 2015 results as well
as higher variable compensation.

Year-to-date 2015 net restructuring benefits of $10.8 included a $12.0 gain related to the sale of an idle manufacturing
facility that was closed as part of previously announced restructuring actions, offset by initial costs associated with the
planned closure of a manufacturing facility in High Point, North Carolina. Restructuring costs of $1.2 in year-to-date
2014 primarily related to costs associated with the integration of PolyVision's global technology business into
Steelcase Education.

EMEA

The EMEA segment serves customers in Europe, the Middle East and Africa primarily under the Steelcase and
Coalesse brands, with an emphasis on freestanding furniture systems, seating and storage solutions.

Three Months Ended Nine Months Ended
Statement of Operations November 28, November 22, November 28, November 22,
Data — EMEA 2014 2013 2014 2013
Revenue $171.5 100.0 % $158.0 1000 % $4502 100.0 % $417.1 100.0 %
Cost of sales 134.5 78.4 118.6 75.1 351.5 78.1 314.5 75.4
Restructuring costs 36.0 21.0 1.0 0.6 42.6 9.4 1.0 0.2
Gross profit 1.0 0.6 384 243 56.1 12.5 101.6 244
Operating expenses 40.7 23.7 41.6 26.3 124.2 27.6 123.7 29.7
Goodwill and intangible
asset impairment charges o o o o o o o
Restructuring costs 1.3 0.8 0.5 0.3 2.3 0.5 7.0 1.7
Operating loss $(41.0 ) 239 )% $3.7 ) 23 )% $(704 ) (156 )% $(29.1 ) (7.0 )%
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Reconciliation of Operating Three Months Ended Nine Months Ended

Loss to Adjusted Operating November 28, November 22, November 28, November 22,

Loss — EMEA 2014 2013 2014 2013

Operating loss $(41.0 ) 239 Y» $3B.7 ) 23 )% $(704 ) (156 Y% $19.1 ) (7.0 )%
Add: restructuring costs 37.3 21.8 1.5 0.9 44.9 9.9 8.0 1.9

Add: goodwill and intangible
asset impairment charges o
Adjusted operating loss $37 ) 21 )Y $22 ) (14 H% $255 ) 57 H% $21.1 ) 5.1 )%
EMEA reported an operating loss of $41.0 in Q3 2015 compared to an operating loss of $3.7 in Q3 2014. The Q3
2015 results include restructuring charges of $29.6 related to the transfer of our Wisches, France manufacturing
facility to a third party. The adjusted operating loss of $3.7 in Q3 2015 compared to an adjusted operating loss of $2.2
in the same period of the prior year. The higher adjusted operating loss was primarily driven by disruption and
inefficiencies associated with the manufacturing footprint changes, partially offset by organic revenue growth. The
year-to-date 2015 adjusted operating loss of $25.5 compared to the year-to-date 2014 adjusted operating loss of $21.1.
The decline was driven by the same factors impacting our Q3 2015 results.

EMEA revenue represented 21.4% of consolidated revenue in Q3 2015. Revenue for Q3 2015 was $171.5 compared
to $158.0 in Q3 2014. After adjusting for $7.6 of unfavorable currency translation effects, the organic revenue growth
was $21.1 or 14%. The Middle East, Africa, France and Iberia posted organic revenue growth while Benelux and the
export markets of the central, eastern and southern parts of Europe (as a group) declined. In year-to-date 2015, EMEA
experienced organic revenue growth of $28.3 or 7%. Organic revenue growth in Iberia, France, Benelux, UK and
Africa was partially offset by declines in the Middle East, the export markets of the central, eastern and southern parts
of Europe (as a group) and Germany.

Cost of sales climbed to 78.4% of revenue in Q3 2015 from 75.1% of revenue in Q3 2014, a 330 basis point erosion.
Year-to-date 2015 cost of sales eroded 270 basis points. The erosions in both Q3 2015 and year-to-date 2015 were
primarily driven by disruption and inefficiencies associated with the manufacturing footprint changes, which totaled
approximately $9 and $21 in Q3 2015 and year-to-date 2015, respectively, offset in part by operating leverage
associated with the organic revenue growth.

Operating expenses decreased by $0.9 in Q3 2015 compared to the same period last year driven by favorable currency
translation effects. As a percentage of sales, operating expenses decreased 260 basis points to 23.7% of sales.
Year-to-date 2015 operating expenses increased by $0.5 driven by unfavorable currency translation effects.
Restructuring costs of $37.3 and $44.9 in Q3 2015 and year-to-date 2015 were primarily associated with the transfer
of the assets and activities of the Wisches, France manufacturing facility to a third party, which included a $27.3
facilitation payment, and costs related to the planned closure of a manufacturing facility in Durlangen, Germany.
Restructuring costs of $1.5 and $8.0 in Q3 2014 and year-to-date 2014 were primarily associated with the
reorganization of the sales, marketing and support functions in France.

Other

The Other category includes Asia Pacific, Designtex and PolyVision. Asia Pacific serves customers in Asia and
Australia primarily under the Steelcase brand with an emphasis on freestanding furniture systems, storage and seating
solutions. Designtex designs and sells surface materials including textiles and wall coverings which are specified by
architects and designers directly to end-use customers primarily in North America. PolyVision manufactures ceramic
steel surfaces for use in multiple applications, but primarily for sale to third-party fabricators and distributors to create
static whiteboards and chalkboards sold in the primary and secondary education markets globally.
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Three Months Ended Nine Months Ended
Statement of Operations Data November 28, November 22, November 28, November 22,
Other 2014 2013 2014 2013
Revenue $73.2 100.0 % $68.3 100.0 % $217.7 100.0 % $196.4 100.0 %
Cost of sales 50.0 68.3 46.7 68.4 147.0 67.5 131.3 66.9
Restructuring costs — — — — — — — —
Gross profit 23.2 31.7 21.6 31.6 70.7 32.5 65.1 33.1
Operating expenses 22.0 30.1 22.1 32.3 66.1 304 62.6 31.8
Goo@w1ll and intangible asset o 12.9 18.9 o o 12.9 6.6
impairment charges
Restructuring costs — 0.2 0.3 — 0.2 0.1

Operating income (loss) $1.2 1.6 % $(13.6 ) (199 Y% $4.6 2.1 % $(106 ) 54 )%

Three Months Ended Nine Months Ended
Reconciliation of Operating
Income (Loss) to Adjusted November 28, November 22, November 28, November 22,
Operating Income (Loss) — 2014 2013 2014 2013
Other
Operating income (loss) $1.2 1.6 % $(13.6 ) (199 )% $4.6 2.1 % $(106 ) 54 )%
Add: restructuring costs — — 0.2 0.3 — — 0.2 0.1
Add: goodwill and intangible L 12.9 18.9 o o 12.9 6.6

asset impairment charges
Adjusted operating income
(loss)

The Other category reported operating income of $1.2 in Q3 2015 compared to an operating loss of $13.6 in Q3 2014.
The Q3 2014 results included goodwill and intangible asset impairment charges of $12.9 related to Asia Pacific.
Adjusted operating income of $1.2 in Q3 2015 compared to an adjusted operating loss of $0.5 in the same period of
the prior year. The improvement was driven by higher operating income at Designtex and PolyVision and lower
operating losses in Asia Pacific. Year-to-date 2015 adjusted operating income increased $2.1 compared to year-to-date
2014. Higher operating income at PolyVision and Designtex was partially offset by higher operating losses in Asia
Pacific.

Q3 2015 revenue increased by $4.9 or 7.2%. Excluding currency translation effects, the organic revenue growth was
$5.2 or 8%. Year-to-date 2015 revenue increased $21.3 or 10.8% compared to the prior year. Excluding currency
translation effects, the organic revenue growth was $22.3 or 11%. PolyVision, Asia Pacific and Designtex all
contributed to the growth in Q3 2015 and year-to-date 2015.

Cost of sales as a percent of revenue was 68.3% in Q3 2015 compared to 68.4% in Q3 2014, a 10 basis point
improvement. Year-to-date 2015 cost of sales eroded by 60 basis points. The erosion was primarily driven by higher
cost of sales in Asia Pacific due to business mix shifts, competitive pricing pressures and higher overhead costs,
partially offset by better absorption of fixed costs associated with the revenue growth across the entire category.

Q3 2015 operating expenses decreased modestly compared to Q3 2014 and year-to-date 2015 operating expenses
increased by $3.5. The increase was primarily driven by sales and marketing investments at Designtex. Operating
expenses as a percentage of sales decreased in both Q3 2015 and year-to-date 2015.

Corporate

Corporate expenses include unallocated portions of shared service functions such as information technology, human
resources, finance, executive, corporate facilities, legal and research.

Three Months Ended Nine Months Ended
November 28Yovember 22, November 28ovember 22,
2014 2013 2014 2013
Operating expenses $8.3 $10.0 $26.4 $ 322

$1.2 1.6 % $0.5 ) (0.7 )% $4.6 2.1 % $2.5 1.3 %

Statement of Operations Data — Corporate
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The decrease in operating expenses in Q3 2015 was primarily due to higher income associated with company-owned
life insurance and lower earnings associated with deferred compensation. The decrease in

22

34



Edgar Filing: STEELCASE INC - Form 10-Q

Table of Contents
STEELCASE INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

operating expenses in year-to-date 2015 was driven by higher income associated with company-owned life insurance,
lower environmental remediation costs, and lower earnings associated with deferred compensation, partially offset by
higher variable compensation.

Liquidity and Capital Resources

Based on current business conditions, we target a minimum of $75 to $150 in cash and cash equivalents and
short-term investments to fund day-to-day operations, including seasonal disbursements, particularly the annual
payment of accrued variable compensation and retirement plan contributions in Q1 of each fiscal year. In addition, we
may carry additional liquidity for potential investments in strategic initiatives and as a cushion against economic
volatility.

Liquidity Sources November 28, February 28,

2014 2014
Cash and cash equivalents $128.8 $201.8
Short-term investments 87.4 119.5
Company-owned life insurance 158.4 154.3
Availability under credit facilities 161.2 163.6
Total liquidity $535.8 $639.2

As of November 28, 2014, we held a total of $216.2 in cash and cash equivalents and short-term investments. The
majority of our short-term investments are located in the U.S. Of our total $128.8 in cash and cash equivalents,
approximately 53% was located in the U.S. and the remaining 47% was located outside of the U.S., primarily in
Mexico, France, Hong Kong, China and Canada. The amounts located outside the U.S. would be taxable if repatriated
to the U.S., but we do not anticipate repatriating such amounts or needing them for operations in the U.S. Such
amounts are considered available to repay intercompany debt, available to meet local working capital requirements or
permanently reinvested in foreign subsidiaries.

The majority of our short-term investments are maintained in a managed investment portfolio, which primarily
consists of corporate debt securities and U.S. agency debt securities.

Our investments in COLI policies are intended to be utilized as a long-term funding source for long-term employee
benefit obligations. However, COLI can be used as a source of liquidity if needed. We believe the financial strength of
the issuing insurance companies associated with our COLI policies is sufficient to meet their obligations. COLI
investments are recorded at their net cash surrender value.

Availability under credit facilities may be reduced by the use of cash and cash equivalents and short-term investments
for purposes other than the repayment of debt as a result of constraints related to our maximum leverage ratio
covenant. See Liquidity Facilities for more information.

The following table summarizes our condensed consolidated statements of cash flows for the nine months ended
November 28, 2014 and November 22, 2013:

Nine Months Ended
November 28, November 22,
Cash Flow Data 2014 2013
Net cash provided by (used in):
Operating activities $7.5 $97.0
Investing activities 2.5 ) (24.9 )
Financing activities (76.0 ) (73.1 )
Effect of exchange rate changes on cash and cash equivalents 2.0 ) (0.3 )
Net decrease in cash and cash equivalents (73.0 ) (1.3 )
Cash and cash equivalents, beginning of period 201.8 150.4
Cash and cash equivalents, end of period $128.8 $149.1
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Cash provided by operating activities

Nine Months Ended

. e November 28, November 22,
Cash Flow Data — Operating Activities 2014 2013
Net income $63.3 $63.8
Depreciation and amortization 44.2 43.8
Goodwill and intangible asset impairment charges — 12.9
Deferred income taxes (8.4 ) (2.7 )
Non-cash restructuring costs 5.1 9.4
Non-cash stock compensation 15.5 14.7
Equity in income of unconsolidated affiliates (11.6 ) (7.6 )
Dividends received from unconsolidated affiliates 8.0 4.0
Other (5.7 ) (14 )
Changes in accounts receivable, net, inventories and accounts payable (70.7 ) (574 )
Changes in employee compensation liabilities (38.2 ) (3.7 )
Changes in other operating assets and liabilities 6.0 21.2
Net cash provided by operating activities $7.5 $97.0

The decrease in cash provided by operating activities in year-to-date 2015 compared to year-to-date 2014 was due to
increased payments associated with restructuring activities in EMEA, higher estimated tax payments in the U.S. and
the timing of employee payroll liabilities.

Cash used in investing activities

Nine Months Ended
) . November 28, November 22,
Cash Flow Data — Investing Activities 2014 2013
Capital expenditures $(69.0 ) $(51.9 )
Proceeds from disposal of fixed assets 194 2.1
Liquidations of COLI investments — 74.5
Purchases of short-term investments (78.4 ) (128.0 )
Liquidations of short-term investments 117.1 80.4
Other 8.4 2.0 )
Net cash used in investing activities $(2.5 ) $(24.9 )

Capital expenditures in year-to-date 2015 were primarily related to investments in manufacturing operations,
including a new manufacturing location in the Czech Republic, and product development. Cash provided by investing
activities included the receipt of proceeds related to the sale of a former manufacturing facility and the repayment of a
note receivable from a dealer in the Americas segment. The net reduction in short term investments in year-to-date
2015 is primarily related to the funding of restructuring costs in EMEA.

During Q3 2014, we reduced our variable life COLI investments by withdrawing basis of $74.5 (tax-free). This
reduction in variable life COLI is directly related to the increase in purchases of short term investments in the same
quarter.

Cash used in financing activities

Nine Months Ended
. . . November 28, November 22,

Cash Flow Data — Financing Activities 2014 2013
Dividends paid (39.6 ) (37.6 )
Common stock repurchases (35.3 ) (32.8 )
Other (1.1 ) (2.7 )
Net cash used in financing activities $(76.0 ) $(73.1 )
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We paid dividends of $0.105 per common share during the first three quarters of 2015 and $0.10 per share during the
first three quarters of 2014.

In Q3 2015, we made common stock repurchases of 75,484 shares, all of which were made to satisfy participants’ tax
withholding obligations upon the vesting of restricted stock unit grants, pursuant to the terms of our Incentive
Compensation Plan. As of the end of Q3 2015, we had $61.6 of remaining availability under the $250 share
repurchase program approved by our Board of Directors in Q4 2008.

Off-Balance Sheet Arrangements

During Q3 2015, no material change in our off-balance sheet arrangements occurred.

Contractual Obligations

During Q3 2015, no material change in our contractual obligations occurred.

Liquidity Facilities

Our total liquidity facilities as of November 28, 2014 were:

Liquidity Facilities I;(flvfmber 28,
Global committed bank facility $125.0
Various uncommitted lines 36.2

Total credit lines available 161.2

Less: Borrowings outstanding —

Available capacity $161.2

We have a $125 global committed five-year unsecured revolving syndicated credit facility which was entered into in
2013. The facility requires us to satisfy financial covenants including a maximum leverage ratio covenant and a
minimum interest coverage ratio covenant. Additionally, the facility requires us to comply with certain other terms
and conditions, including a restricted payment covenant which establishes a maximum level of dividends and/or other
equity-related distributions or payments (such as share repurchases) we may make in any fiscal year. As of
November 28, 2014, we were in compliance with all covenants under the facility.

The various uncommitted lines may be changed or canceled by the banks at any time. There were no outstanding
borrowings under the uncommitted facilities as of November 28, 2014. In addition, we have a revolving letter of credit
agreement for $13.5 of which $9.5 was utilized primarily related to our self-insured workers’ compensation programs
as of November 28, 2014. There were no draws on our standby letters of credit during Q3 2015.

Total consolidated debt as of November 28, 2014 was $285.0. Our debt primarily consists of $249.9 in term notes due
in 2021 with an effective interest rate of 6.6%. In addition, we have a term loan with a balance as of November 28,
2014 of $34.1. This term loan has a floating interest rate based on 30-day LIBOR plus 3.35% and is due in 2017. The
term notes are unsecured, the term loan is secured by two corporate aircraft, and neither the term notes nor the term
loan contain financial covenants or are cross-defaulted to other debt facilities.

Liquidity Outlook

Our current cash and cash equivalents and short-term investment balances, funds available under our credit facilities,
funds available from COLI and cash generated from future operations are expected to be sufficient to finance our
known or foreseeable liquidity needs. We believe the timing, strength and continuity of the economic recovery across
certain geographies we serve remain uncertain which may continue to dampen our level of cash generation from
operations. We continue to maintain a conservative approach to liquidity and maintain flexibility over significant uses
of cash including our capital expenditures and discretionary operating expenses.

Our significant funding requirements include operating expenses, non-cancelable operating lease obligations, capital
expenditures, variable compensation and retirement plan contributions, dividend payments and debt service
obligations.

We currently expect capital expenditures to approximate $90 to $100 in 2015 compared to $87 in 2014. This amount
includes the establishment of a new manufacturing location in the Czech Republic, global upgrades to
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various manufacturing technologies, investments in e-business platforms and investments in product development and
showrooms.

On December 22, 2014, we announced a quarterly dividend on our common stock of $0.105 per share, or $13.1, to be
paid in Q4 2015. Future dividends will be subject to approval by our Board of Directors and compliance with the
restricted payment covenant of our credit facilities.

Critical Accounting Estimates

During Q3 2015, there have been no changes in the items that we have identified as critical accounting estimates.
Recently Issued Accounting Standards

See Note 2 to the condensed consolidated financial statements.

Forward-looking Statements

From time to time, in written and oral statements, we discuss our expectations regarding future events and our plans
and objectives for future operations. These forward-looking statements generally are accompanied by words such as
“anticipate,” “believe,” “could,” “estimate,” “expect,” “forecast,” “intend,” “may,” “possible,” “potential,” “predict,
words, phrases or expressions. Forward-looking statements involve a number of risks and uncertainties that could
cause actual results to vary from our expectations because of factors such as, but not limited to, competitive and
general economic conditions domestically and internationally; acts of terrorism, war, governmental action, natural
disasters and other Force Majeure events; changes in the legal and regulatory environment; our restructuring activities;
changes in raw materials and commodity costs; currency fluctuations; changes in customer demand; and the other

risks and contingencies detailed in this Report, our most recent Annual Report on Form 10-K and our other filings

with the Securities and Exchange Commission. We undertake no obligation to update, amend, or clarify
forward-looking statements, whether as a result of new information, future events, or otherwise.

Item 3. Quantitative and Qualitative Disclosures About Market Risk:

The nature of market risks (i.e., the risk of loss arising from adverse changes in market rates and prices) faced by us as
of November 28, 2014 is the same as disclosed in our Annual Report on Form 10-K for the year ended February 28,
2014. We are exposed to market risks from foreign currency exchange, interest rates, commodity prices and fixed
income and equity prices, which could affect our operating results, financial position and cash flows.

Foreign Exchange Risk

During Q3 2015, no material change in foreign exchange risk occurred.

Interest Rate Risk

During Q3 2015, no material change in interest rate risk occurred.

Fixed Income and Equity Price Risk

During Q3 2015, no material change in fixed income and equity price risk occurred.

Item 4. Controls and Procedures:

(a) Disclosure Controls and Procedures. Our management, under the supervision and with the participation of our

Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure controls and
procedures (as defined in Rules 13a-15(e) or 15d-15(e) under the Securities Exchange Act of 1934, as amended (the
“Exchange Act”)), as of November 28, 2014. Based on such evaluation, our Chief Executive Officer and Chief Financial
Officer concluded that as of November 28, 2014, our disclosure controls and procedures were effective in

(1) recording, processing, summarizing and reporting, on a timely basis, information required to be disclosed by us in
the reports that we file or submit under the Exchange Act and (2) ensuring that information required to be disclosed by
us in such reports is accumulated and communicated to our management, including our Chief Executive Officer and

our Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosure.
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(b) Internal Control Over Financial Reporting. There were no changes in our internal control over financial reporting
(as defined in Rules 13a-15(f) or 15d-15(f) under the Exchange Act) during our third fiscal quarter that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds:
Issuer Purchases of Equity Securities

The following is a summary of share repurchase activity during Q3 2015:

(d)
© Approximate Dollar
@) b) Total Number of Value of Shares
Period Total Number of Average Price Shares Purchased as  that May Yet be
Shares PurchasedPaid per Share Part of Publicly Purchased
Announced Plans Under the Plans
or Programs (1) or Programs (1)
(in millions)
08/30/2014 - 10/03/2014 346 $15.68 — $61.6
10/04/2014 - 10/31/2014 67,011 $16.31 — $61.6
11/01/2014 - 11/28/2014 8,127 $16.91 — $61.6
Total 75,484 2) —
(I)In December 2007, our Board of Directors approved a share repurchase program permitting the repurchase of up to

$250 of shares of our common stock. This program has no specific expiration date.

@) All of these shares were repurchased to satisfy participants’ tax withholding obligations upon the vesting of
restricted stock unit grants, pursuant to the terms of our Incentive Compensation Plan.

Item 6. Exhibits:

See Exhibit Index.
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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, thereunto duly authorized.

STEELCASE INC.

Date: December 23, 2014
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By:

/s/ Mark T. Mossing

Mark T. Mossing

Corporate Controller and
Chief Accounting Officer
(Duly Authorized Officer and
Principal Accounting Officer)
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Exhibit Index

Exhibit Description

No. P

10.1 2015-1 Amendment to the Steelcase Inc. Deferred Compensation Plan

31.1 Certification of CEO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of CFO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31 Certification of CEO and CFO pursuant to 18 U.S.C. Section 1350, pursuant to Section 906 of the
' Sarbanes-Oxley Act of 2002

101.INS XBRL Instance Document

101.SCH XBRL Schema Document

101.CAL XBRL Calculation Linkbase Document

101.LAB XBRL Labels Linkbase Document

101.PRE XBRL Presentation Linkbase Document

101.DEF XBRL Definition Linkbase Document
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