SPOT

Design symposium

Student brief – three days
Spot is a citywide event showcasing and celebrating
the best design from around the world.
Hosted in Manchester, the 12-day event will
bring together culture, education, commerce
and entertainment with a full, varied program,
including exhibitions, installations, trade
shows, talks, launches and open studios.
Spanning all disciplines of design: from graphic
and product design; to architecture and fashion;
digital and urban design; to furniture and design
thinking. Spot looks to create a platform for
cultural and commercial opportunities, elevate
established and emerging design practices and
increase awareness of and appreciation for design
by all audiences.

FLY´EM
Branding

Student brief - three days

Emirates are going to launch their new concept
in budget travel that will focus on the customers
overall experience at the lowest possible price
without compromising on style or service. Fly´em
will make use of new technologies with an app for
booking and check-in, digital boarding passes,
and the replacement of seat-back entertainment
with iPads as part of the on-board experience.

HERMAN MILLER
Annual report

Student brief - two days
Herman Miller is a global company who design,
develop and sell furniture products and services.
They operate in more than 40 countries with their
world headquarters in West Michigan, United States.
Herman Miller are renowned for their innovative
research and development teams who strive to solve
problems in new and inventive ways.

INNOVATION
IS A PROCESS OF

DISCOVERY
ANNUAL REPORT 2011 – 12
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MILESTONES
1930
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CONTENT

Modern design:
Adopted modern design

Employee engagement:
Participative management
and profit sharing

MILESTONES

2

1950

CONTENT
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Public company:
Became a public company
1970

1972
Healthcare:
Health/Science Division
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LETTER FROM THE CEO
1968 Systems furniture:
First systems furniture

MANAGEMENT’S DISCUSSION AND ANALYSIS

1976
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BALANCE SHEETS

Ergonomics:
First ergonomic work chair

Aeron chair:
1995 Iconic Aeron chair

1993
U.S. Green Building Council:
Helped found U.S. Green Building

“A business is rightly judged by its
products and services, but it must also
face scrutiny as to its humanity.”
– D. J. De Pree, Founder, Herman Miller, Inc.

2010
ecoScorecard:
First large contract furniture
manufacturer on ecoScorecard

2011

Green energy:
All facilities powered entirely
by green energy

KEY NUMBERS

4.1%

$99

35%

Operating earnings

Operations cashflow

Increase in stock price
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BALANCE SHEETS
FOR THE YEAR ENDED MAY 29, 2012

MANAGEMENT’S
DISCUSSION AND ANALYSIS

Notes

2012
$’000

2011
$’000

Cash and cash equivalents

3

134.8

192.9

Marketable securities

4

12.1

11.3

Accounts receivable, less allowances of $4.4 in 2011 and $7.3 in 2010

5

144.7

148.9

Inventories, net

6

57.9

37.3

Prepaid expenses and other

7

45.2

60.5

394.7

450.9

ASSETS
CURRENT ASSETS:

Total Current Assets
PROPERTY AND EQUIPMENT:

EXECUTIVE OVERVIEW
At Herman Miller, we work for a better world around
you. We do this by designing and developing awardwinning furniture and related services and technologies
that improve your environment, whether it’s an office,
hospital, school, home, an entire building, or the world
at large. At present, most of our customers come to
us for work environments in both corporate office and
healthcare settings. We also have a growing presence
in educational and residential markets, including home
office. Our primary products include furniture systems,
seating, storage and material handling solutions,
freestanding furniture, and casegoods. Our other
services extend from workplace solutions to furniture
asset management.

These factors result in a high rate of inventory turns
and typically cause our inventory levels to appear
relatively low compared to our sales volume.

More than 100 years of innovative business practices
and a commitment to social responsibility have
established Herman Miller as a recognized global
company. In 2010, we were again cited by FORTUNE
as both the “Most Admired” in our industry and
among the “100 Best Companies to Work For”
in America, while Fast Company named Herman
Miller among the innovative “Companies to Watch.”

A key element of our manufacturing strategy is to
limit fixed production costs by sourcing component
parts from strategic suppliers. This strategy has
allowed us to increase the variable nature of our cost
structure while retaining proprietary control over those
production processes that we believe provide us a
competitive advantage. As a result of this strategy, our
manufacturing operations are largely assembly-based.

Our products are sold internationally through
wholly- owned subsidiaries or branches in various
countries including the United Kingdom, Canada,
France, Germany, Italy, Japan, Mexico, Australia,
Singapore, China, India, and the Netherlands.
Our products are offered elsewhere in the world
primarily through independent dealerships.
We have customers in over 100 countries.

Our business consists of various operating segments
as defined by generally accepted accounting principles.
These operating segments are determined on the
basis of how we internally report and evaluate financial
information used to make operating decisions and
are organized by the various markets we serve. For
external reporting purposes, we aggregate these
operating segments as follows.

We are globally positioned in terms of manufacturing
operations. In the United States, our manufacturing
operations are located in Michigan, Georgia, Iowa
and Wisconsin. In Europe, we have a manufacturing
presence in the United Kingdom, our largest
marketplace outside of the United States. In Asia,
we have manufacturing operations in Ningbo, China.
We manufacture our products using a system of lean
manufacturing techniques collectively referred to
as the Herman Miller Performance System (HMPS).
We strive to maintain efficiencies and cost savings
by minimizing the amount of inventory on hand.
Accordingly, production is order-driven with direct
materials and components purchased as needed to
meet demand. The standard lead time for the majority
of our products is 10 to 20 days.

Land and improvements

8

19.4

18.8

Buildings and improvements

9

147.6

137.4

10

546.4

552.0

11

10.7

9.8

724.1

718.0

Machinery and equipment
Construction in progress
Total property and equipment
Less: accumulated depreciation

» North American Furniture Solutions
Includes the business associated with the design,
manufacture, and sale of furniture products for
office, learning and healthcare environments
throughout the United States, Canada, and Mexico.
» Non-North American Furniture Solutions
Includes the business associated with the
design, manufacture, and sale of furniture
products primarily for work-related settings
outside North America.
» Other
Includes our North American residential furniture
business as well as other business activities such
as Convia, unallocated corporate expenses,
and restructuring costs.

(548.9)

(538.8)

Net Property and Equipment

175.2

179.2

Goodwill and indefinite-lived intangibles

132.6

72.7

Other amortizable intangibles, net

25.0

11.3

Other assets

43.1

53.2

Total Assets

770.6

767.3

LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES:
Unfunded checks

12

$4.3

$3.9

Current maturities of long-term debt

13

100.0

75.0

Accounts payable

14

96.3

79.1

Accrued liabilities

15

112.4

124.2

Total Current Liabilities

313.0

282.2

Long-term debt, less current maturities

201.2

302.4

Other liabilities

176.3

174.7

Total Liabilities

690.5

759.3

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,
57,002,733 and 53,826,061 shares issued and outstanding in 2011
and 2010, respectively)
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss
Key executive deferred compensation
Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity

—

—

11.4

10.8

55.9

5.9

152.4

129.2

(136.2)

(134.1)

(3.4)

(3.8)

80.1

8.0

770.6

767.3

The above balance sheet should be read in conjunction with the accompanying notes. (In millions, except share and per share data)
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CHALLENGES AHEAD

FIVE YEAR FINANCIAL SUMMARY

Like all businesses, we are faced with a host of
challenges and risks. We believe our core strengths
and values, which provide the foundation for our
strategic direction, have us well prepared to respond
to the inevitable challenges we will face in the future.
While we are confident in our direction, we acknowledge
the risks specific to our business and industry. Refer
to Item 1A of our Annual Report on Form 10-K for
discussion of certain of these risk factors.

Net Sales (In millions)

2500
2000
1500

1737

1918

2012
1630

Future Avenues of Growth
We believe we are well positioned to successfully
pursue our mission in spite of the risks and challenges
we face. That is, we will design and develop furniture
and related services and technologies that reflect
sustainable business practices that improve your
environment and help create a better world around
you. In pursuing our mission, we have identified the
following as key avenues for our future growth.

1318

1000
500
0

» Primary Markets
Capture additional market share within our primary
markets by offering superior solutions to customers
who value space as a strategic tool.

2008

2009

2010

2011

9%

» Developing Economies
Expand our geographic reach in areas of the world
with significant growth potential.

Industry Analysis
The Business and Institutional Furniture Manufacturer’s
Association (BIFMA) is the trade association for the
U.S. domestic office furniture industry. We monitor
the trade statistics reported by BIFMA and consider
them an indicator of industry-wide sales and order
performance. BIFMA publishes statistical data for
the contract segment and the office supply segment
within the U.S. furniture market. The U.S. contract
segment is primarily with large to mid-size corporations
installed via a network of dealers. The office supply
segment is primarily to smaller customers via wholesalers
and retailers. We primarily participate, and are a leader
in, the contract segment. It is important to note that
our diversification strategy lessens our dependence
on the U.S. office furniture market.
We also analyze BIFMA statistical information as
a benchmark comparison against the performance
of our domestic U.S. business and also to that of
our competitors. The timing of large project-based
business may affect comparisons to this data in any
one period. Finally, BIFMA regularly provides its
members with industry forecast information, which
we use internally as one of several considerations
in our short and long-range planning process.

2012

Revenue Base Diversified

» Adjacent Markets
Further apply our core skills in space environments
such as healthcare, higher education, and residential.

» New Markets
Develop or aquire new products and technologies
that serve new markets.
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16%
DISCUSSION OF BUSINESS CONDITIONS
Our fiscal years ended May 29, 2011 and May 30, 2010
each included 52 weeks of operations. Fiscal 2011 was
a year marked by economic challenge and strategic
achievement. For the second year in a row sales
decreased by 19 percent and we were called upon
tomake tough choices to balance current profitability
against future investments.
From an economic perspective, the macro drivers
of demand in the contract office furniture industry
have remained relatively soft with lagging office
construction rates and reduced employment levels.
However, after finishing the year with two consecutive
quarters of year-overyear order growth, it appears
that our business is benefiting from some momentum
in the broader economy.
Apart from the overall economic challenges, we have
made great progress this year toward our strategic
goals. Despite lower sales relative to last year, we
have remained solidly profitable, achieving an
operating earnings of 4.1 percent of sales for the
full year. We took action to de-leverage our balance
sheet in the first quarter through the early retirement
of $75 million of long-term debt and then in the third
quarter by partially funding our pension obligations.
As part of our continuing efforts to reduce fixed
operating expenses, our operations team worked
diligently toward the implementation of two factory
consolidation projects, both of which were successfully
concluded during the fourth quarter.

Even in this challenging environment we have
continued our focus on operational excellence
with our manufacturing operations maintaining a
reliability score above 99 percent throughout the
year. At this year’s NeoCon, the contract furniture
industry’s largest tradeshow, our new healthcare
showroom was named the large showroom winner,
and, for the fourth time in five years, we received
the Office Furniture Dealers Alliance (OFDA) Gold
award as the Manufacturer of the Year.
During the year, we worked hard to deliver superior
products and services to our dealer network. Despite
the economic downturn, the development of new
products has remained a critical element of our business
strategy. At this year’s NeoCon we introduced 18 new
products. Among the most significant achievements at
this year’s show was a new healthcare product called
Compass™, which won a Gold award in the healthcare
furniture category and the launch of the Thrive™
portfolio of ergonomic products, which includes
the technology support category’s Silver award
winning Flo™ monitor arm. In launching Thrive™
wedemonstrated that we can and will move quickly
to find new areas to serve our traditional customers
and dealers. We also hosted an invitation- only event
to preview a new chair family we believe will set a new
reference point for comfort, beauty and value.
During the NeoCon show we announced another
milestone for our company: being the first in our
industry (and one of the first in the world) to fuel
100% of our facilities with renewable energy. This
past year we made significant progress toward
our goal of having zero impact on the environment
by the year 2020. While we still have progress to
make, we believe the finish line is in sight.

2007
75%

27%
51%

2012
22%

U.S. Office / Government
International
Health, Home and Education

KLEIO

E-publishing

Student brief – two days
Kleio is a quarterly digital publication to
be launched imminently. Kleio have embraced the
digital revolution with gusto, refusing to even
consider a print version.
This new publication´s objective is:
“More than a glossy arts magazine, it will be a
definitive resource that will seek out interesting,
news, interviews and reviews with talented
individuals and collectives who actually make
a positive contribution to our culture”.
The name Kleio was derived from the Greek verb
kleô, “to make famous” or “celebrate.” In Classical
times, when the Mousai were assigned specific
literary and artistic spheres, Kleio was named
Muse of history.

BFI SCI-FI FESTIVAL
Branding & Brochure
Student brief - two days

BFI is the British Film Institute. Their worldrenowned archive, cinemas, festivals, films,
publications and learning resources are all
about visual inspiration.
BFI Southbank screens over 1000 films a year, from
rare silent comedies to cult movies and archive
television screenings, The venue hosts previews
and gala screenings as well as events and on-stage
interviews with film-makers, actors, producers,
critics and students.

KYST

Packaging

Student brief - two days
A couple of investors are going to establish
a company on the west coast of Norway. They
are going to produce products using wild garlic.
In Norway, wild garlic is not as commonly used as
in other parts of Europe, and many consider wild
garlic as weed – an unwanted or unusable plant.
But wild garlic has phenomenal health benefits,
and the investors wants to make products that
take advantage of these benefits.
Kyst can be translated as ‘coast’.

KJØTT

Branding

Student brief - three days
A butcher wants to start up a new shop in the
city centre, and wants it to be modern, clean
and elegant. The client wanted an identity and
brand roll-out to see the identity come to life.
Kjøtt means meat – but in Norwegian. The trend in
Norway is short and to the point names. Restaurants
are called Sult (Hunger) and bars Tørst (Thirsty).

