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FORM 10-Q

Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
FOR QUARTERLY PERIOD ENDED OCTOBER 29, 2011

COMMISSION FILE NUMBER 1-9656
LA-Z-BOY INCORPORATED
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MICHIGAN 38-0751137
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Registrant's telephone number, including area code (734) 242-1444

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.

Yesþ                                           No¨

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).

Yesþ                                           No¨

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¨        Accelerated filerþ        Non-accelerated filer¨       Smaller Reporting Company¨

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
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Yes¨                                           Noþ

The number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date:

Class Outstanding at November 23, 2011
Common Shares, $1.00 par value 51,856,436
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PART I
FINANCIAL INFORMATION
Item 1. Financial Statements

LA-Z-BOY INCORPORATED
CONSOLIDATED STATEMENT OF INCOME

Second Quarter Ended
(Unaudited, amounts in thousands, except per share data) 10/29/11 10/23/10
Sales $307,679 $292,982
Cost of sales 211,896 207,876
Gross profit 95,783 85,106
Selling, general and administrative expense 83,535 79,767
Operating income 12,248 5,339
Interest expense 389 592
Interest income 166 223
Other income (expense), net (108 ) (418 )
Income before income taxes 11,917 4,552
Income tax expense 4,245 1,381
Net income 7,672 3,171
Net loss attributable to noncontrolling interests 198 774
Net income attributable to La-Z-Boy Incorporated $7,870 $3,945

Basic average shares 52,055 51,855
Basic net income attributable to La-Z-Boy Incorporated per share $0.15 $0.07

Diluted average shares 52,475 52,214
Diluted net income attributable to La-Z-Boy Incorporated per share $0.15 $0.07

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.

3
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LA-Z-BOY INCORPORATED
CONSOLIDATED STATEMENT OF INCOME

Six Months Ended
(Unaudited, amounts in thousands, except per share data) 10/29/11 10/23/10
Sales $587,773 $556,296
Cost of sales 411,062 398,356
Gross profit 176,711 157,940
Selling, general and administrative expense 160,990 154,251
Operating income 15,721 3,689
Interest expense 813 1,182
Interest income 349 466
Income from Continued Dumping and Subsidy Offset Act, net 322 0
Other income (expense), net 265 (69 )
Income before income taxes 15,844 2,904
Income tax expense (benefit) (37,684 ) 675
Net income 53,528 2,229
Net (income) loss attributable to noncontrolling interests (122 ) 1,500
Net income attributable to La-Z-Boy Incorporated $53,406 $3,729

Basic average shares 51,999 51,820
Basic net income attributable to La-Z-Boy Incorporated per share $1.01 $0.07

Diluted average shares 52,458 52,228
Diluted net income attributable to La-Z-Boy Incorporated per share $1.00 $0.07

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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LA-Z-BOY INCORPORATED
CONSOLIDATED BALANCE SHEET

(Unaudited, amounts in thousands) 10/29/11 4/30/11
Current assets
Cash and equivalents $117,533 $115,262
Receivables, net of allowance of $22,955 at 10/29/11 and $23,937 at 4/30/11 161,897 161,299
Inventories, net 143,539 138,444
Deferred income tax assets - current 19,703 0
Other current assets 20,087 17,218
Total current assets 462,759 432,223
Property, plant and equipment, net 117,961 120,603
Trade names 3,100 3,100
Deferred income tax assets – long-term 27,045 2,883
Other long-term assets 33,167 34,646
Total assets $644,032 $593,455

Current liabilities
Current portion of long-term debt $2,481 $5,120
Accounts payable 48,503 49,537
Accrued expenses and other current liabilities 82,622 77,447
Total current liabilities 133,606 132,104
Long-term debt 28,196 29,937
Other long-term liabilities 63,288 67,274
Contingencies and commitments 0 0
Shareholders’ equity
Common shares, $1 par value – 150,000 authorized; 51,946 outstanding October
29, 2011 and 51,909 outstanding April 30, 2011 51,946 51,909
Capital in excess of par value 225,624 222,339
Retained earnings 157,412 105,872
Accumulated other comprehensive loss (18,873 ) (18,804 )
Total La-Z-Boy Incorporated shareholders' equity 416,109 361,316
Noncontrolling interests 2,833 2,824
Total equity 418,942 364,140
Total liabilities and equity $644,032 $593,455

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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LA-Z-BOY INCORPORATED
CONSOLIDATED STATEMENT OF CASH FLOWS

Six Months Ended
(Unaudited, amounts in thousands) 10/29/11 10/23/10
Cash flows from operating activities
Net income $53,528 $2,229
Adjustments to reconcile net income to cash provided by (used for) operating
activities
(Gain) loss on sale of assets (139 ) 154
Deferred income tax expense/(benefit) (43,784 ) 7
Provision for doubtful accounts 2,118 1,888
Depreciation and amortization 12,372 11,464
Stock-based compensation expense 3,285 2,356
Pension plan contributions (1,860 ) 0
Change in receivables (1,418 ) (2,034 )
Change in inventories (4,765 ) (12,790 )
Change in other assets (2,993 ) (3,528 )
Change in payables (1,034 ) (7,193 )
Change in other liabilities 2,212 (11,366 )
Net cash provided by (used for) operating activities 17,522 (18,813 )

Cash flows from investing activities
Proceeds from disposals of assets 221 304
Capital expenditures (8,218 ) (4,987 )
Purchases of investments (5,214 ) (6,630 )
Proceeds from sales of investments 5,160 6,121
Cash effects on deconsolidation of VIE 0 (632 )
Other (681 ) (43 )
Net cash used for investing activities (8,732 ) (5,867 )

Cash flows from financing activities
Proceeds from debt 0 20,456
Payments on debt (4,860 ) (20,882 )
Payments for debt issuance costs (390 ) 0
Stock issued from stock and employee benefit plans 321 58
Purchases of common stock (1,542 ) 0
Net cash used for financing activities (6,471 ) (368 )

Effect of exchange rate changes on cash and equivalents (48 ) 277
Change in cash and equivalents 2,271 (24,771 )
Cash and equivalents at beginning of period 115,262 108,427
Cash and equivalents at end of period $117,533 $83,656

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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LA-Z-BOY INCORPORATED
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(Unaudited, amounts in
thousands)

Common
Shares

Capital in
Excess of
Par Value

Retained
Earnings

Accumulated
Other

Compre-
hensive
Loss

Non-
Controlling
Interests Total

At April 24, 2010 $ 51,770 $ 218,622 $ 89,717 $ (20,284 ) $ 3,289 $ 343,114

Comprehensive income
Net income (loss) 24,047 (6,674 )
Unrealized gain on
marketable securities arising
during the period 1,085
Reclassification adjustment
for gain on marketable
securities included in net
income (495 )
Translation adjustment (298 ) 353
Net pension amortization and
net actuarial loss 640
Change in fair value of cash
flow hedge 548
Total comprehensive income 19,206
Stock issued for stock and
employee benefit plans, net of
cancellations 139 (244 ) (105 )
Stock option and restricted
stock expense 3,717 3,717
Acquisition of VIE and other (8,573 ) 8,633 60
Cumulative effect of change
in accounting for
noncontrolling interests 925 (2,777 ) (1,852 )
At April 30, 2011 $ 51,909 $ 222,339 $ 105,872 $ (18,804 ) $ 2,824 $ 364,140
Comprehensive income
Net income 53,406 122
Unrealized loss on marketable
securities arising during the
period (net of tax of $0.2
million) (383 )
Reclassification adjustment
for gain on marketable
securities included in net
income (net of tax of $0.2
million) (262 )
Translation adjustment 47 (113 )
Net pension amortization (net
of tax of $0.3 million) 510
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Change in fair value of cash
flow hedge 19
Total comprehensive income 53,346
Purchases of common stock (185 ) (1,357 ) (1,542 )
Stock issued for stock and
employee benefit plans, net of
cancellations 222 (509 ) (287 )
Stock option and restricted
stock expense 3,285 3,285
At October 29, 2011 $ 51,946 $ 225,624 $ 157,412 $ (18,873 ) $ 2,833 $ 418,942

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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LA-Z-BOY INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Note 1: Basis of Presentation

The accompanying consolidated financial statements include the consolidated accounts of La-Z-Boy Incorporated,
including our wholly-owned subsidiaries and the Variable Interest Entities (“VIEs”) in which we are the primary
beneficiary.  The April 30, 2011, balance sheet was derived from our audited financial statements.  The interim
financial information is prepared in conformity with generally accepted accounting principles, and such principles are
applied on a basis consistent with those reflected in our fiscal 2011 Annual Report on Form 10-K filed with the
Securities and Exchange Commission, but does not include all the disclosures required by generally accepted
accounting principles. In the opinion of management, the interim financial information includes all adjustments and
accruals, consisting only of normal recurring adjustments (except as otherwise disclosed), which are necessary for a
fair presentation of results for the respective interim period. The interim results reflected in the accompanying
financial statements are not necessarily indicative of the results of operations which will occur for the full fiscal year
ending April 28, 2012. Fiscal 2012 is a 52 week year as compared to fiscal 2011, which was 53 weeks.  The additional
week in fiscal 2011 occurred in the fourth quarter.

Our consolidated balance sheet and consolidated statement of changes in equity for the periods presented have been
revised to include the effect of a reclassification at April 24, 2010, of $16.7 million (and subsequent activity) between
capital in excess of par value and retained earnings related to share purchase activity and subsequent reissuances.  Our
consolidated statement of cash flows for the period ended October 23, 2010, was reclassified to present the cash
impact of deconsolidating VIEs as an investing activity to be consistent with the presentation in our fiscal 2011
Annual Report on Form 10-K.

Note 2: Allowance for Credit Losses

As of October 29, 2011, we had gross notes receivable of $9.9 million outstanding from 15 customers, with a
corresponding allowance for credit losses of $2.3 million.  We have collateral from these customers in the form of
inventory or real estate to support the carrying value of these notes.  We do not accrue interest income on these notes
receivable, but we record interest income when it is received.  Of the $9.9 million in notes receivable as of October
29, 2011, $2.4 million is expected to be repaid in the next twelve months, and was categorized as receivables in our
consolidated balance sheet.  The remainder of the notes receivable were categorized as other long-term assets, with the
allowance for credit losses allocated between receivables and other long-term assets.

The following is an analysis of the allowance for credit losses related to our notes receivable as of and for the quarter
and six months ended October 29, 2011, and October 23, 2010:

Second Quarter Ended Six Months Ended
(Unaudited, amounts in thousands) 10/29/11 10/23/10 10/29/11 10/23/10
Beginning balance $ 2,309 $ 791 $ 2,067 $ 1,004
Write-offs (15 ) 0 (15 ) 0
Provision for (reversal of) credit losses
(net) (11 ) (218 ) 231 (431 )
Ending balance $ 2,283 $ 573 $ 2,283 $ 573

8
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Note 3: Inventories

A summary of inventories is as follows:

(Unaudited, amounts in thousands) 10/29/11 4/30/11
Raw materials $ 71,652 $ 70,326
Work in process 11,201 11,461
Finished goods 88,438 84,367
FIFO inventories 171,291 166,154
Excess of FIFO over LIFO (27,752 ) (27,710 )
Inventories, net $ 143,539 $ 138,444

Note 4:  Investments

Included in other long-term assets in our consolidated balance sheet were available-for-sale investments of $10.1
million and trading securities of $1.4 million at October 29, 2011, and available-for-sale investments of $11.2 million
and trading securities of $1.8 million at April 30, 2011.  These investments fund future obligations of our
non-qualified retirement plan and our executive qualified deferred compensation plan. All unrealized gains or losses
in the table below related to available-for-sale investments and were included in accumulated other comprehensive
income/(loss) within our consolidated statement of changes in equity because we did not have any unrealized gains or
losses which were considered other-than-temporary during fiscal 2012 or fiscal 2011. If there was a decline in the fair
value of an investment below its cost and the decline was considered other-than-temporary, the amount of decline
below cost would be charged to earnings.

The following is a summary of investments at October 29, 2011, and April 30, 2011:

As of October 29, 2011

 (Unaudited, amounts in thousands)

Gross
Unrealized
Gains

Gross
Unrealized
Losses Fair Value

Equity securities $ 2,271 $ (52 ) $6,641
Fixed income 106 (13 ) 3,307
Mutual funds 0 0 1,394
Other 1 0 155
Total securities $ 2,378 $ (65 ) $11,497

As of April 30, 2011

 (Unaudited, amounts in thousands)

Gross
Unrealized
Gains

Gross
Unrealized
Losses Fair Value

Equity securities $ 3,286 $ (10 ) $8,010
Fixed income 81 (9 ) 3,009
Mutual funds 0 0 1,837
Other 0 0 155
Total securities $ 3,367 $ (19 ) $13,011

9
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The following table summarizes sales of available-for-sale securities:

Second Quarter Ended Six Months Ended
(Unaudited, amounts in
thousands) 10/29/11 10/23/10 10/29/11 10/23/10
Proceeds from sales $ 1,050 $ 1,768 $ 3,210 $ 3,905
Gross realized gains 52 71 447 218
Gross realized losses (24 ) (2 ) (27 ) (37 )

The fair value of fixed income available-for-sale securities by contractual maturity was $0.1 million within one year,
$1.2 million within two to five years, $1.2 million within six to ten years and $0.8 million thereafter.

Note 5: Debt

On October 19, 2011, we entered into an amended credit agreement with a syndicate of lenders, which reduced our
revolving credit facility capacity from $175 million to $150 million and extended its maturity date to October 19,
2016.  We may elect interest rates based on LIBOR or the base rate.  The base rate is the higher of the federal funds
rate plus 0.50% and the prime rate. Interest on our loans is set at the applicable rate plus a margin ranging from 1.50%
to 2.00% for LIBOR loans and up to 0.50% for base rate loans, in each case based on average excess availability.  The
amended credit agreement reduces the commitment fee that we pay on the unused portion of the revolving credit
commitment from 0.375% to 0.25% per annum.

The amended credit agreement is secured primarily by all of our accounts receivable, inventory, and cash deposit and
securities accounts.  Availability under the agreement fluctuates in accordance with a borrowing base calculation
based on eligible accounts receivable and inventory.  The agreement includes affirmative and negative covenants that
apply under certain circumstances, including a 1.05 to 1.00 fixed charge coverage ratio requirement that applies when
excess availability under the line is less than 12.5% of the revolving credit commitment. At October 29, 2011, we
were not subject to the fixed charge coverage ratio requirement, but would have complied with the requirement had
we been subject to it. At October 29, 2011, we had borrowings of $20 million outstanding under the agreement.

The amended credit agreement contains customary events of default, including nonpayment of principal when due,
nonpayment of interest after a stated grace period; inaccuracy of representations and warranties; violations of
covenants; certain acts of bankruptcy and liquidation; defaults under certain material contracts; certain ERISA-related
events; certain material environmental claims; and a change in control (as defined in the agreement). In the event of a
default, the lenders may terminate their commitments, declare amounts outstanding, including accrued interest and
fees, payable immediately, and enforce any and all of their rights, including exercising remedies with respect to the
collateral including foreclosure and other remedies available to secured creditors.

Note 6: Pension Plans

Net periodic pension costs were as follows:
Second Quarter Ended Six Months Ended

(Unaudited, amounts in
thousands) 10/29/11 10/23/10 10/29/11 10/23/10
Service cost $ 277 $ 291 $ 555 $ 582
Interest cost 1,391 1,356 2,782 2,712
Expected return on plan assets (1,705 ) (1,478 ) (3,410 ) (2,956 )
Net amortization 409 435 818 870
Net periodic pension cost $ 372 $ 604 $ 745 $ 1,208
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Note 7: Product Warranties

We accrue an estimated liability for product warranties at the time the revenue is recognized. We estimate future
warranty claims based on claim experience and any additional anticipated future costs on previously sold
products.  Our liability estimates incorporate the cost of repairs including materials consumed, labor and overhead
amounts necessary to perform the repair and any costs associated with delivery of the repaired product to the
customer.  Over 90% of our warranty liability relates to our Upholstery Group as we generally warrant our products
against defects for one year on fabric and leather, up to five years for padding and up to a lifetime on certain
mechanisms and frames.  Considerable judgment is used in making our estimates.  If actual costs were to differ
significantly from our estimates, we would record the impact of these costs in subsequent periods.

A reconciliation of the changes in our product warranty liability for the quarter and six months ended October 29,
2011, and October 23, 2010, is as follows:

Second Quarter Ended Six Months Ended
(Unaudited, amounts in thousands) 10/29/11 10/23/10 10/29/11 10/23/10
Balance as of the beginning of the period $13,847 $14,715 $13,854 $14,773
Accruals during the period 3,562 3,499 7,222 6,710
Settlements during the period (3,591 ) (3,355 ) (7,258 ) (6,624 )
Balance as of the end of the period $13,818 $14,859 $13,818 $14,859

As of October 29, 2011, and April 30, 2011, $7.9 million and $8.0 million, respectively, of our product warranty
liability was included in accrued expenses and other current liabilities in our consolidated balance sheet, with the
remainder included in other long-term liabilities. The accruals recorded during the periods presented primarily reflect
charges related to warranties issued during the respective periods.

Note 8:  Stock-Based Compensation

In the first quarter of fiscal 2012, we granted 0.3 million stock options, 0.2 million restricted shares and 0.7 million
performance awards to employees. Total compensation expense recognized in the consolidated statement of income
for all equity based compensation was $1.7 million and $3.3 million for the second quarter and first six months of
fiscal 2012, respectively, and was categorized as a component of selling, general, and administrative expense in our
consolidated statement of income.  For the second quarter and first six months of fiscal 2011, we recorded
compensation expense for all equity based compensation of $1.3 million and $2.4 million, respectively.

11
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Note 9:  Total Comprehensive Income

The components of total comprehensive income are as follows:

Second Quarter Ended Six Months Ended
(Unaudited, amounts in thousands) 10/29/11 10/23/10 10/29/11 10/23/10
Net income $7,672 $3,171 $53,528 $2,229
Other comprehensive income:
Currency translation adjustment (111 ) 649 (66 ) 520
Change in fair value of cash flow hedge (9 ) 123 19 236
Net unrealized gains (losses) on marketable securities
arising during the period, net of tax (141 ) 493 (645 ) (265 )
Net pension amortization, net of tax 265 435 510 870
Total other comprehensive income (loss) 4 1,700 (182 ) 1,361
Total comprehensive income before allocation to
noncontrolling interest 7,676 4,871 53,346 3,590
Comprehensive (income) loss attributable to noncontrolling
interest 340 408 (9 ) 1,138
Comprehensive income attributable to La-Z-Boy
Incorporated $8,016 $5,279 $53,337 $4,728

The components of accumulated other comprehensive loss are as follows:

(Unaudited, amounts in thousands) 10/29/11 4/30/11
Translation adjustment $ 4,041 $ 3,994
Cash flow hedges (9 ) (28 )
Unrealized gains on marketable securities, net of tax 2,703 3,348
Net actuarial loss, net of tax (25,608 ) (26,118 )
Total accumulated other comprehensive loss $ (18,873 ) $ (18,804 )

Note 10: Variable Interest Entities

Our financial statements include the accounts of certain entities in which we hold a controlling interest based on
exposure to economic risks and potential rewards (variable interests) for which we are the primary
beneficiary.  Accounting guidance requires that a variable interest entity (“VIE”) be consolidated if the company has
both (a) the power to direct the activities of the VIE that most significantly impact the entity’s economic performance,
and (b) the obligation to absorb losses or the right to receive benefits from the VIE that could potentially be significant
to the VIE.

We have a special operating agreement in place with one independent dealer that is a VIE which causes us to be
considered its primary beneficiary.  Through January 31, 2011, we consolidated a second independent dealer because
of a similar operating agreement.  During the fourth quarter of fiscal 2011 we acquired the 15 stores of this VIE, and
the results of those stores are now reported in our Retail Group.  As a result, our VIEs’ results included eight stores
during the first quarter of fiscal 2012, nine stores during the second quarter of fiscal 2012 and 23 stores during the first
six months of fiscal 2011.

12
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The table below shows the assets and liabilities of our single remaining VIE included in our consolidated balance
sheet at October 29, 2011, and April 30, 2011:

(Unaudited, amounts in thousands) 10/29/11 4/30/11
Cash and equivalents $ 680 $ 1,642
Receivables, net 17 20
Inventories, net 3,014 2,719
Other current assets 34 79
Property, plant and equipment, net 596 374
Other long-term assets, net 204 188
Total assets $ 4,545 $ 5,022

Accounts payable $ 346 $ 278
Accrued expenses and other current liabilities 2,118 2,198
Other long-term liabilities 407 339
Total liabilities $ 2,871 $ 2,815

In addition to our consolidated VIE, we have significant interests in three independent La-Z-Boy Furniture Galleries®
dealers for which we are not the primary beneficiary.  Our total exposure related to these dealers at October 29, 2011,
and April 30, 2011, was $4.6 million and $5.0 million, respectively, consisting primarily of past due accounts
receivable as well as notes receivable, net of reserves and collateral on inventory and real estate.  We have not
provided additional financial or other support to these dealers during fiscal 2012 and have no obligations or
commitments to provide further support.

Note 11: Segment Information

Our reportable operating segments are the Upholstery Group, the Casegoods Group and the Retail Group. 

Upholstery Group.  The Upholstery Group consists of three operating units, La-Z-Boy, England and Bauhaus.  This
group manufactures or imports and sells upholstered furniture to furniture retailers. Upholstered furniture includes
recliners and motion furniture, sofas, loveseats, chairs, ottomans and sleeper sofas.  The Uphostery Group sells
directly to La-Z-Boy Furniture Galleries ® stores, operators of Comfort Studios, general dealers and department
stores.

Casegoods Group. The Casegoods Group consists of two operating units, American Drew, Lea and Hammary; and
Kincaid. This group sells imported or manufactured wood furniture to furniture retailers.  Casegoods product includes
bedroom, dining room, entertainment centers, accent pieces and some coordinated upholstered furniture. The
Casegoods Group sells to proprietary stores and general dealers. 

Retail Group. The Retail Group consists of 85 company-owned La-Z-Boy Furniture Galleries® stores in nine primary
markets.  The Retail Group sells upholstered furniture, as well as some casegoods and other accessories, to end
consumers through the retail network.

13
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Second Quarter Ended Six Months Ended
(Unaudited, amounts in thousands) 10/29/11 10/23/10 10/29/11 10/23/10
Sales
Upholstery Group $241,400 $224,878 $458,862 $426,812
Casegoods Group 35,943 39,509 70,704 76,359
Retail Group 52,711 39,246 101,525 74,553
VIEs, net of intercompany sales eliminations 2,762 7,744 6,103 15,286
Corporate and Other 817 449 1,411 826
Eliminations (25,954 ) (18,844 ) (50,202 ) (37,540 )
Consolidated Sales $307,769 $292,982 $587,773 $556,296

Operating Income (Loss)
Upholstery Group $20,993 $17,055 $32,118 $27,112
Casegoods Group 1,962 1,376 2,519 2,951
Retail Group (2,683 ) (4,360 ) (6,061 ) (9,284 )
VIEs (204 ) (1,104 ) 363 (2,712 )
Corporate and Other (7,820 ) (7,628 ) (13,218 ) (14,378 )
Consolidated Operating Income $12,248 $5,339 $15,721 $3,689

Note 12: Income Taxes

Our effective tax rate for the second quarter of fiscal 2012 was 35.6% compared to 30.3% for the second quarter of
fiscal 2011.  The effective tax rate for the second quarter of fiscal 2011 was impacted by routine discrete items that
resulted in a rate reduction of 11.2%.  Our effective tax rate for the six month period of fiscal 2012 was impacted by
the release of a portion of the valuation allowance relating to our U.S. federal and state deferred tax assets.  Absent
this discrete adjustment, the effective tax rate for the first six months of fiscal 2012 would have been 36.0%.  The
effective tax rate was 23.2% for the first six months of fiscal 2011 after the impact of routine discrete items that
resulted in a rate reduction of 17.6%.

The valuation allowance was originally established in fiscal year 2009 based on our cumulative pretax losses in the
U.S. at that time and uncertainty as to when those losses would reverse.  In the first quarter of fiscal 2012, we moved
from a three year cumulative loss position to a three year cumulative income position in the U.S. by generating
sufficient positive pretax income to recover the preexisting cumulative losses.

Realization of our deferred tax assets is dependent on (among other things) generating sufficient future taxable
income.  Based upon (i) our cumulative pretax income position (ii) our most recent operating results, including pretax
income amounts in our first fiscal quarter which exceeded both our operating plan and prior year first quarter results
and (iii) our most current forecasts, all of which caused us to reconsider certain of our concerns regarding the fiscal
2012 economic environment, we concluded that certain valuation allowances totaling $43.4 million associated with
certain U.S. federal and state deferred tax assets should be reduced in the first quarter of fiscal 2012 because we
believed that it had become more likely than not that the value of those deferred tax assets will be realized.
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In connection with our analysis of the total amounts of the valuation allowance to be reduced, we conducted an
updated analysis of our deferred tax assets position as of April 30, 2011.  As a result of this analysis, we determined
that our total gross deferred tax assets at April 30, 2011, should be reduced by $8.7 million, with a corresponding
decrease to the related valuation allowance.  The adjustments to reduce our gross deferred tax balances were primarily
related to unrealized gains on our investments, employee benefit plan arrangements and state income taxes.  Changes
in our valuation allowance in the first six months of fiscal 2012 were as follows:

 (Unaudited, amounts in thousands) 10/29/11
Beginning balance $ 65,748
Reduction to beginning gross deferred tax asset balances (8,726 )
Valuation allowance reversal (43,386 )
Ending balance $ 13,636

The remaining valuation allowance of $13.6 million includes $11.1 million related to certain U.S. federal and state
deferred tax assets and $2.5 million associated with foreign deferred tax assets. The U.S federal deferred tax assets
primarily represent capital losses which expire in 2013, and we believe it is more likely than not that they will not be
realized.  The state deferred taxes are primarily related to certain state net operating losses.  Foreign deferred tax
assets relate primarily to net operating losses.  The valuation allowance related to the foreign deferred tax assets could
be reduced in future periods, based on, among other factors, the level of cumulative pretax losses and estimated future
taxable income generated in that foreign jurisdiction in fiscal 2012 and beyond.

Our consolidated balance sheet at the end of the second quarter of fiscal 2012 reflected a $2.2 million liability for
uncertain income tax positions.  It is reasonably possible that $0.4 million of this liability will be settled within the
next 12 months.  The remaining balance will be paid or released as tax audits are completed or settled.

15
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Note 13: Earnings per Share

Certain share-based payment awards that entitle their holders to receive non-forfeitable dividends prior to vesting are
considered participating securities.  We grant restricted stock awards that contain non-forfeitable rights to dividends
on unvested shares; as participating securities, the unvested shares are required to be included in the calculation of our
basic earnings per common share, using the two-class method.

A reconciliation of the numerators and denominators used in the computations of basic and diluted earnings per share
is as follows:

Second Quarter Ended Six Months Ended
(Unaudited, amounts in thousands) 10/29/11 10/23/10 10/29/11 10/23/10
Numerator (basic and diluted):
Net income attributable to La-Z-Boy
Incorporated $7,870 $3,945 $53,406 $3,729
Income allocated to participating securities (150 ) (77 ) (1,026 ) (72 )
Net income available to common shareholders $7,720 $3,868 $52,380 $3,657

Denominator:
Basic common shares (based upon weighted average) 52,055 51,855 51,999 51,820
Add:
Stock option dilution 420 359 459 408
Diluted common shares 52,475 52,214 52,458 52,228

We had outstanding options to purchase 1.1 million shares for the quarter and six months ended October 29, 2011,
with a weighted average exercise price of $14.16, and outstanding  options to purchase 1.3 million shares for the
quarter and six months ended October 23, 2010, with a weighted average exercise price of $15.30.  We excluded the
effect of these options from the diluted share calculation since, for each period presented, the weighted average
exercise price of the options was higher than the average market price, so that including the  options’ effect would have
been anti-dilutive.

Note 14: Fair Value Measurements

Accounting standards require the categorization of financial assets and liabilities, based on the inputs to the valuation
technique, into a three-level fair value hierarchy. The various levels of the fair value hierarchy are described as
follows:

• Level 1 — Financial assets and liabilities whose values are based on unadjusted quoted market prices for
identical assets and liabilities in an active market that we have the ability to access.

•Level 2 — Financial assets and liabilities whose values are based on quoted prices in markets that are not active or
model inputs that are observable for substantially the full term of the asset or liability.

•Level 3 — Financial assets and liabilities whose values are based on prices or valuation techniques that require inputs
that are both unobservable and significant to the overall fair value measurement. 
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Accounting standards require the use of observable market data, when available, in making fair value measurements.
When inputs used to measure fair value fall within different levels of the hierarchy, the level within which the fair
value measurement is categorized is based on the lowest level input that is significant to the fair value measurement.

In addition to assets and liabilities that are recorded at fair value on a recurring basis, we are required to record assets
and liabilities at fair value on a non-recurring basis.  Non-financial assets such as trade names and long-lived assets
are measured at fair value when there is an indicator of impairment and recorded at fair value only when an
impairment loss is recognized.  We did not measure any significant assets or liabilities at fair value on a non-recurring
basis during fiscal 2012.

The following table presents the fair value hierarchy for those assets measured at fair value on a recurring basis at
October 29, 2011, and April 30, 2011:

As of October 29, 2011 Fair Value Measurements
(Unaudited, amounts in thousands) Level 1 Level 2 Level 3
Assets
Available-for-sale securities $ 7,475 $ 2,628 $ 0
Trading securities 0 1,394 0
Total $ 7,475 $ 4,022 $ 0

As of April 30, 2011 Fair Value Measurements
(Unaudited, amounts in thousands) Level 1 Level 2 Level 3
Assets
Available-for-sale securities $ 8,645 $ 2,529 $ 0
Trading securities 0 1,837 0
Total assets $ 8,645 $ 4,366 $ 0

Liabilities
Interest rate swap 0 (28 ) 0
Total $ 8,645 $ 4,338 $ 0

We hold available-for-sale marketable securities to fund future obligations of one of our non-qualified retirement
plans and trading securities to fund future obligations of our deferred compensation plan.  The fair value
measurements for our securities are based upon quoted prices in active markets, as well as through broker quotes and
independent valuation providers, multiplied by the number of shares owned exclusive of any transaction costs.

In order to fix a portion of our floating rate debt, we entered into a three year interest rate swap agreement which
expired during the first quarter of fiscal 2012.

17

Edgar Filing: LA-Z-BOY INC - Form 10-Q

21



Note 15:  Recent Accounting Pronouncements

In June 2011, the Financial Accounting Standards Board (“FASB”) issued accounting guidance on the presentation of
comprehensive income which eliminates the current option to report other comprehensive income and its components
in the statement of changes in equity and requires the presentation of net income and comprehensive income in one
continuous statement, or in two consecutive statements.  This guidance will be effective for our fiscal 2013 and will
change the way we present comprehensive income in our financial statements.

In May 2011, the FASB issued accounting guidance on fair value measurements.  This guidance requires the
categorization by level for items that are only required to be disclosed at fair value and information about transfers
between Level 1 and Level 2. In addition, it provides guidance on measuring the fair value of financial instruments
managed within a portfolio and the application of premiums and discounts on fair value measurements. The guidance
requires additional disclosure for Level 3 measurements regarding the sensitivity of fair value to changes in
unobservable inputs and any interrelationships between those inputs and will be effective for our fourth quarter of
fiscal 2012.  We will revise our disclosures at that time as a result of this new accounting guidance. Based upon our
current portfolio requiring fair value measurements we do not anticipate that the revisions to our existing disclosures
will be significant.

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

We have prepared this Management’s Discussion and Analysis as an aid to better understand our financial results. It
should be read in conjunction with the accompanying Consolidated Financial Statements and related Notes to
Consolidated Financial Statements. After a cautionary note about forward-looking statements, we begin with an
introduction to our key businesses and strategies. We then provide discussions of our results of operations, liquidity
and capital resources, and critical accounting policies.

Cautionary Statement Concerning Forward-Looking Statements

We make forward-looking statements in this report, and our representatives may make oral forward-looking
statements from time to time. Generally, forward-looking statements include information concerning possible or
assumed future actions, events or results of operations. More specifically, forward-looking statements may include
information regarding:

¾future income, margins and cash flows ¾future economic performance
¾future growth ¾industry and importing trends
¾adequacy and cost of financial resources ¾management plans

Forward-looking statements also include those preceded or followed by the words "anticipates," "believes,"
"estimates," "hopes," "plans," "intends" and "expects" or similar expressions. With respect to all forward-looking
statements, we claim the protection of the safe harbor for forward-looking statements contained in the Private
Securities Litigation Reform Act of 1995.

Actual results could differ materially from those we anticipate or project due to a number of factors, including: (a)
changes in consumer confidence and demographics; (b) speed of recovery from the recent economic recession or the
emergence of a second wave of the recession; (c) changes in the real estate and credit markets and their effects on our
customers and suppliers; (d) international political unrest, terrorism or war; (e) volatility in energy and other
commodities prices; (f) the impact of logistics on imports; (g) interest rate and currency exchange rate changes; (h)
operating factors, such as supply, labor or distribution disruptions or product recalls; (i) restructuring actions; (j)
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changes in the domestic or international regulatory environment; (k) adoption of new accounting principles; (l) severe
weather or other natural events such as hurricanes, earthquakes, flooding, tornadoes and tsunamis; (m) our ability to
procure fabric rolls and leather hides or cut-and-sewn fabric and leather sets domestically or abroad; (n) fluctuations in
our stock price; (o) information technology system failures; (p) effects of our brand awareness and marketing
programs; (q) our ability to locate new La-Z-Boy Furniture Galleries® stores owners and negotiate favorable lease
terms for new or existing locations; and (r) those matters discussed in Item 1A of our fiscal 2011 Annual Report on
Form 10-K and other factors identified from time-to-time in our reports filed with the Securities and Exchange
Commission. We undertake no obligation to update or revise any forward-looking statements, whether to reflect new
information or new developments or for any other reason.
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Introduction

Our Business

La-Z-Boy Incorporated manufactures, markets, imports, distributes and retails upholstery products, accessories and
casegoods (wood) furniture products.  We are the leading global producer of reclining chairs.  We sell our products,
primarily in the United States and Canada, to furniture retailers and directly to consumers through company-owned
stores.  The centerpiece of our retail distribution strategy is our network of 309 La-Z-Boy Furniture Galleries® stores
and 545 Comfort Studios®, each dedicated to marketing our La-Z-Boy branded products.  We consider this dedicated
space to be “proprietary.”  We own 85 of the La-Z-Boy Furniture Galleries® stores.  The remainder of the La-Z-Boy
Furniture Galleries® stores, as well as all 545 Comfort Studios®, are independently owned and operated, including
nine La-Z-Boy Furniture Galleries® stores owned by our single remaining consolidated Variable Interest Entity
(VIE). La-Z-Boy Furniture Galleries® stores help consumers furnish their homes by combining the style, comfort and
quality of La-Z-Boy furniture with our in-home design service.  Comfort Studios® are defined spaces within larger
independent retailers that are dedicated to displaying La-Z-Boy branded products.  In addition to the La-Z-Boy
Comfort Studios®, our Kincaid, England and Lea operating units have their own dedicated in-store gallery programs
with over 706 outlets and 2.0 million square feet of floor space.  In total, our proprietary floor space is approximately
9.3 million square feet.

Our reportable operating segments are the Upholstery Group, the Casegoods Group and the Retail Group.

•Upholstery Group.  In terms of revenue, our largest segment is the Upholstery Group, which consists of three
operating units, La-Z-Boy, our largest operating unit, as well as the Bauhaus and England operating units. The
Upholstery Group manufactures or imports and sells upholstered furniture such as recliners and motion furniture,
sofas, loveseats, chairs, ottomans and sleeper sofas to furniture retailers and proprietary stores.  The Upholstery
Group sells directly to La-Z-Boy Furniture Galleries® stores, operators of Comfort Studios®, general dealers and
department stores.

•Casegoods Group.  Our Casegoods Group is an importer, marketer, manufacturer and distributor of casegoods
(wood) furniture such as bedroom sets, dining room sets, entertainment centers and accent pieces, as well as some
coordinated upholstered furniture.  The Casegoods Group consists of two operating units, American Drew, Lea and
Hammary; and Kincaid.  The Casegoods Group primarily sells to proprietary stores and general dealers. 

•Retail Group.  Our Retail Group consists of 85 company-owned La-Z-Boy Furniture Galleries® stores located in
nine markets ranging from the Midwest to the east coast of the United States and also including southeastern Florida
and southern California.  The Retail Group primarily sells upholstered furniture, as well as some casegoods and
other accessories, to end consumers through the retail network.
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Variable Interest Entities

We have a special operating agreement in place with one independent dealer that is a VIE which causes us to be
considered its primary beneficiary.  Through January 31, 2011, we consolidated a second independent dealer because
of a similar special operating agreement.  During the fourth quarter of fiscal 2011 we acquired the 15 stores of this
VIE, and the results of those stores are now reported in the operating results of our Retail Group.  As a result, our
VIEs’ results included 23 stores through January 31, 2011 and eight stores for the fourth quarter of fiscal year
2011.  Our VIE’s results for fiscal 2012 included eight stores for the first quarter and nine stores for the second quarter.

Financial Highlights

During the second quarter of fiscal 2012, sales trends were favorable on a consolidated basis, increasing by 5.0%
compared to the prior year second quarter, driven by our Upholstery and Retail segments, which both experienced
increased volume as compared to the second quarter of fiscal 2011.  Partially offsetting these increases were decreased
sales in our Casegoods segment as compared to the second quarter of fiscal 2011.  Operating margins improved as
compared to the prior year second quarter by 2.2 percentage points on a consolidated basis, driven by favorable trends
in volume in our Upholstery segment and higher average ticket purchases in our Retail segment.  In addition, our
Casegoods segment’s operating margin increased due to selling price increases which more than offset the raw material
price increases we experienced during the quarter.

On October 19, 2011, we entered into an amended credit agreement, which reduced our revolving credit facility
capacity from $175 million to $150 million and extended its maturity date to October 19, 2016.  We entered into this
agreement to maintain long-term financing to support our operations if needed in the future and to reduce our periodic
financing costs.  In addition, our improved financial condition allowed us to obtain less restrictive debt covenants
under the amended agreement.

Results of Operations
Fiscal 2012 Second Quarter Compared to Fiscal 2011 Second Quarter

La-Z-Boy Incorporated

(Unaudited, amounts in thousands, except  percentages) 10/29/11 10/23/10
Percent
change

Consolidated sales $ 307,679 $ 292,982 5.0 %
Consolidated operating income 12,248 5,339 129.4 %
Consolidated operating margin 4.0 % 1.8 %

Sales

Consolidated sales increased $14.7 million in the second quarter of fiscal 2012 compared to the second quarter of
fiscal 2011 due mainly to stronger volume in fiscal 2012.
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Operating Margin

Our second quarter fiscal 2012 operating margin increased 2.2 percentage points compared to the second quarter of
fiscal 2011 due to improved operating margins in our Upholstery, Casegoods and Retail segments.

•Our gross margin increased 2.1 percentage points in the second quarter of fiscal 2012 compared to the second
quarter of fiscal 2011.

•Raw material prices increased compared to the second quarter of fiscal 2011.  These increases were more than offset
by ongoing cost reductions, primarily in our Upholstery Group.

Upholstery Group

(Unaudited, amounts in thousands, except  percentages) 10/29/11 10/23/10
Percent
change

Sales $ 241,400 $ 224,878 7.3 %
Operating income 20,993 17,055 23.1 %
Operating margin 8.7 % 7.6 %

Sales

Our Upholstery Group’s sales increased $16.5 million in the second quarter of fiscal 2012 compared to the second
quarter of fiscal 2011.  Increased volume and a favorable shift in product mix drove the 7.3% increase in sales.  We
believe these improvements were a result of an effective promotional plan which drove increased volume for our
La-Z-Boy branded business.

Operating Margin

Our Upholstery Group’s operating margin increased 1.1 percentage points for the second quarter of fiscal 2012
compared to the second quarter of fiscal 2011. 

•The segment’s gross margin increased 1.8 percentage points during the second quarter of fiscal 2012 compared to
the second quarter of fiscal 2011 due to a combination of factors, the most significant of which were: 
oOngoing cost reductions and efficiencies, including the favorable impact of our Mexican operations,  resulted in a
2.7 percentage point increase in gross margin.

o Raw material cost increases resulted in a 1.7 percentage point decrease in gross margin.
•Offsetting the increase in gross margin was higher advertising spend and increased employee incentive
compensation expenses.

Casegoods Group

(Unaudited, amounts in thousands, except  percentages) 10/29/11 10/23/10
Percent
change

Sales $ 35,943 $ 39,509 (9.0 )%
Operating income 1,962 1,376 42.6 %
Operating margin 5.5 % 3.5 %
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Sales

Our Casegoods Group’s sales decreased $3.6 million in the second quarter of fiscal 2012 as compared to the second
quarter of fiscal 2011.  The decrease in sales for our Casegoods Group was primarily a result of a decrease in overall
order levels during the first half of fiscal 2012.  In addition, we believe that consumers continue to postpone purchases
of casegoods product to a greater extent than upholstered furniture because casegoods furniture typically has a higher
average ticket price.

Operating Margin

Our Casegoods Group’s operating margin increased 2.0 percentage points in the second quarter of fiscal 2012
compared to the second quarter of fiscal 2011.  The segment’s gross margin increased 2.1 percentage points in the
second quarter of fiscal 2012 compared to the second quarter of fiscal 2011 mainly due to selling price increases.

 Retail Group

(Unaudited, amounts in thousands, except  percentages) 10/29/11 10/23/10
Percent
change

Sales $ 52,711 $ 39,246 34.3 %
Operating loss (2,683 ) (4,360 ) 38.5 %
Operating margin (5.1 )% (11.1 )%

Sales

Our Retail Group’s sales increased $13.5 million in the second quarter of fiscal 2012 compared to the second quarter of
fiscal 2011.  Of this increase, $9.6 million was due to the acquisition of our Southern California VIE in the fourth
quarter of fiscal 2011.  The remainder of the increase was the result of an effective promotional plan which drove
increased average ticket sales, which more than offset the impact of a decline in store traffic.

Operating Margin

Our Retail Group’s operating margin improved 6.0 percentage points in the second quarter of fiscal 2012 compared to
the second quarter of fiscal 2011.  While our Retail Group continued to improve its operating margin, the segment
continued to experience negative margins due to its high lease expense to sales volume ratio.

•The segment’s gross margin during the second quarter of fiscal 2012 increased 3.5 percentage points compared to
the second quarter of fiscal 2011.

• The segment’s operating margin also benefitted from the increased sales volume, resulting in a greater
leverage of SG&A expenses as a percentage of sales.

VIEs/Other

Our VIEs’ sales decreased $5.0 million (net of intercompany eliminations) in the second quarter of fiscal 2012
compared to the second quarter of fiscal 2011.  This was mainly the result of acquiring our Southern California VIE in
the fourth quarter of fiscal 2011.  Our remaining VIE had an operating loss of $0.2 million in the second quarter of
fiscal 2012, compared to an operating loss of $1.1 million in the second quarter of fiscal 2011 for the two VIEs we
had at that time.  Due to the acquisition of our Southern California VIE, which historically operated with significant
losses, we experienced an improvement in our VIE operating results.  However, because we successfully integrated
this acquired market into our Retail operations, there was not a corresponding decrease in our Retail segment’s
operating results.
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Our Corporate and Other operating loss increased in the second quarter of fiscal 2012 as compared to the second
quarter of fiscal 2011. This decline was mainly due to higher incentive compensation costs.

Interest Expense

Interest expense for the second quarter of fiscal 2012 was down slightly as compared to the second quarter of fiscal
2011.  Our weighted average interest rate decreased 1.8 percentage points as compared to the second quarter of fiscal
2011.  This decrease was mainly the result of the May 2011 expiration of our interest rate swap.  Our average debt
also decreased by $5.8 million in the second quarter of fiscal 2012 as compared to the second quarter of fiscal 2011.

Income Taxes

Our effective tax rate for the second quarter of fiscal 2012 was 35.6% compared to 30.3% for the second quarter of
fiscal 2011.  The effective tax rate for the second quarter of fiscal 2011 was impacted by routine discrete items that
resulted in a rate reduction of 11.2%.

Results of Operations
Fiscal 2012 Six Months Compared to Fiscal 2011 Six Months

La-Z-Boy Incorporated

(Unaudited, amounts in thousands, except  percentages) 10/29/11 10/23/10
Percent
change

Consolidated sales $ 587,773 $ 556,296 5.7 %
Consolidated operating income (loss) 15,721 3,689 326.2 %
Consolidated operating margin 2.7 % 0.7 %

Sales

Consolidated sales increased $31.5 million in the first six months of fiscal 2012 compared to the first six months of
fiscal 2011 due mainly to stronger volume in fiscal 2012.

Operating Margin

Our operating margin increased 2.0 percentage points in the first six months of fiscal 2012 compared to the first six
months of fiscal 2011.  Our Retail segment’s operating margin continued to improve for the first six months of fiscal
2012 as compared to the first six months of the prior year and our Upholstery segment’s operating margin increased
compared to the first six months of the prior year. These improvements were partially offset by a decline in our
Casegoods segment’s operating margin for the first six months of fiscal 2012 as compared to the first six months of
fiscal 2011.

•Our gross margin increased 1.7 percentage points in the first six months of fiscal 2012 compared to the first six
months of fiscal 2011.

•SG&A expenses increased in dollars compared to the first six months of fiscal 2011, but as a percent of sales,
SG&A decreased by 0.3 percentage points.  The decline as a percentage of sales was a result of the increase in sales.
The increase in dollars was driven by an increase in advertising spend in the Upholstery segment, which was
partially offset by reductions in consulting expenses in Corporate and Other.
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Upholstery Group

(Unaudited, amounts in thousands, except  percentages) 10/29/11 10/23/10
Percent
change

Sales $ 458,862 $ 426,812 7.5 %
Operating income 32,118 27,112 18.5 %
Operating margin 7.0 % 6.4 %

Sales

Our Upholstery Group’s sales increased $32.1 million in the first six months of fiscal 2012 compared to the first six
months of fiscal 2011.  Increased volume and changes in product mix drove the majority of the 7.5 percentage point
increase in sales.  We believe these improvements were a result of an effective promotional plan which drove
increased volume for our La-Z-Boy branded business, as well as the improved performance of our network of retail
stores, which includes our company-owned and independent-licensed stores.

Operating Margin

Our Upholstery Group’s operating margin increased slightly for the first six months of fiscal 2012 compared to the first
six months of fiscal 2011. 

•The segment’s gross margin increased 1.3 percentage points during the first six months of fiscal 2012 compared to
the first six months of fiscal 2011 due to a combination of factors, the most significant of which were:
oOngoing cost reductions and efficiencies, including the favorable impact of our Mexican operations, resulted in a
2.4 percentage point increase in gross margin.

o Raw material cost increases resulted in a 1.6 percentage point decrease in gross margin.
•Offsetting the increase in gross margin was higher advertising spend and increased employee incentive
compensation expenses.

Casegoods Group

(Unaudited, amounts in thousands, except  percentages) 10/29/11 10/23/10
Percent
change

Sales $ 70,074 $ 76,359 (8.2 )%
Operating income 2,519 2,951 (14.6 )%
Operating margin 3.6 % 3.9 %

Sales

Our Casegoods Group’s sales decreased $6.3 million in the first six months of fiscal 2012 compared to the first six
months of fiscal 2011.  The decrease in sales for our Casegoods Group was primarily a result of a decrease in overall
order levels during the first six months of fiscal 2012.  In the first quarter of fiscal 2011, we launched a new youth line
which increased our sales during that period.  We did not have a corresponding increase in new product introductions
in the first six months of fiscal 2012.  In addition, we believe that consumers are postponing purchases of casegoods
product to a greater extent than upholstered furniture because casegoods furniture typically has a higher average ticket
price.
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Οπερατινγ Μαργιν

Ουρ Χασεγοοδσ Γρουπ�σ οπερατινγ µαργιν δεχλινεδ σλιγητλψ βψ 0.3 περχενταγε ποιντσ ιν τηε φιρστ σιξ
µοντησ οφ φισχαλ 2012 χοµπαρεδ το τηε φιρστ σιξ µοντησ οφ φισχαλ 2011.

•The segment’s gross margin decreased 0.5 percentage points in the first six months of fiscal 2012 compared to the
first six months of fiscal 2011 mainly due to higher material costs which were not fully offset by selling price
increases.

•The segment’s SG&A decreased 0.2 percentage points due mainly to higher marketing cost relating to new product
introductions during the first quarter of fiscal 2011 as compared to the first six months of fiscal 2012.

Ρεταιλ Γρουπ

(Unaudited, amounts in thousands, except  percentages) 10/29/11 10/23/10
Percent
change

Sales $101,525 $74,553 36.2 %
Operating loss (6,061 ) (9,284 ) 34.7 %
Operating margin (6.0 )% (12.5 )%

Σαλεσ

Ουρ Ρεταιλ Γρουπ�σ σαλεσ ινχρεασεδ ∃27.0 µιλλιον ιν τηε φιρστ σιξ µοντησ οφ φισχαλ 2012 χοµπαρεδ το
τηε φιρστ σιξ µοντησ οφ φισχαλ 2011.  Οφ τηισ ινχρεασε, ∃19.0 µιλλιον ωασ δυε το τηε αχθυισιτιον οφ ουρ
Σουτηερν Χαλιφορνια ςΙΕ ιν τηε φουρτη θυαρτερ οφ φισχαλ 2011.  Τηε ρεµαινδερ οφ τηε ινχρεασε ωασ
µαινλψ δυε το ιµπροϖεδ χονϖερσιον ον χυστοµερ τραφφιχ τηατ ωασ σλιγητλψ δοων, ωηιχη ωε βελιεϖε
ωασ τηε ρεσυλτ οφ αν εφφεχτιϖε προµοτιοναλ πλαν τηατ δροϖε ινχρεασεδ αϖεραγε τιχκετ σαλεσ.

Οπερατινγ Μαργιν

Ουρ Ρεταιλ Γρουπ�σ οπερατινγ µαργιν ιµπροϖεδ 6.5 περχενταγε ποιντσ ιν τηε φιρστ σιξ µοντησ οφ φισχαλ
2012 χοµπαρεδ το τηε φιρστ σιξ µοντησ οφ φισχαλ 2011.  Ωηιλε ουρ Ρεταιλ Γρουπ χοντινυεδ το ιµπροϖε
ιτσ οπερατινγ µαργιν, τηε σεγµεντ χοντινυεδ το εξπεριενχε νεγατιϖε µαργινσ δυε το ιτσ ηιγη λεασε εξπενσε
το σαλεσ ϖολυµε ρατιο.

•The segment’s gross margin during the first six months of fiscal 2012 increased 2.6 percentage points compared to
the first six months of fiscal 2011.

•The improved operating margin for this segment was primarily a result of the increased sales volume which resulted
in a greater leverage of SG&A expenses as a percentage of sales.

ςΙΕσ/Οτηερ

Ουρ ςΙΕσ� σαλεσ δεχρεασεδ ∃9.2 µιλλιον (νετ οφ ιντερχοµπανψ ελιµινατιονσ) ιν τηε φιρστ σιξ µοντησ οφ
φισχαλ 2012 χοµπαρεδ το τηε φιρστ σιξ µοντησ οφ φισχαλ 2011.  Τηισ ωασ µαινλψ τηε ρεσυλτ οφ
αχθυιρινγ ουρ Σουτηερν Χαλιφορνια ςΙΕ ιν τηε φουρτη θυαρτερ οφ φισχαλ 2011.  Ουρ ρεµαινινγ ςΙΕ ηαδ
οπερατινγ ινχοµε οφ ∃0.4 µιλλιον ιν τηε φιρστ σιξ µοντησ οφ φισχαλ 2012, χοµπαρεδ το αν οπερατινγ λοσσ
οφ ∃2.7 µιλλιον ιν τηε σιξ µοντησ οφ φισχαλ 2011 φορ τηε τωο ςΙΕσ ωε ηαδ ατ τηατ τιµε.  ∆υε το τηε
αχθυισιτιον οφ ουρ Σουτηερν Χαλιφορνια ςΙΕ, ωηιχη ηιστοριχαλλψ οπερατεδ ωιτη σιγνιφιχαντ λοσσεσ, ωε
εξπεριενχεδ αν ιµπροϖεµεντ ιν ουρ ςΙΕ οπερατινγ ρεσυλτσ.  Ηοωεϖερ, βεχαυσε ωε συχχεσσφυλλψ
ιντεγρατεδ τηισ αχθυιρεδ µαρκετ ιντο ουρ Ρεταιλ οπερατιονσ, τηερε ωασ νοτ α χορρεσπονδινγ δεχρεασε ιν
ουρ Ρεταιλ σεγµεντ�σ οπερατινγ ρεσυλτσ.
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Ουρ Χορπορατε ανδ Οτηερ οπερατινγ λοσσ δεχρεασεδ ιν τηε φιρστ σιξ µοντησ οφ φισχαλ 2012 χοµπαρεδ
το τηε φιρστ σιξ µοντησ οφ φισχαλ 2011 δυε µαινλψ το λοωερ χονσυλτινγ φεεσ ανδ α ρεδυχτιον οφ αν
ενϖιρονµενταλ ρεσερϖε ρελατεδ το α πρεϖιουσλψ σολδ διϖισιον, οφφσετ ιν παρτ βψ ηιγηερ χοστσ φορ
ινχεντιϖε χοµπενσατιον εξπενσεσ.

Ιντερεστ Εξπενσε

Ιντερεστ εξπενσε φορ τηε φιρστ σιξ µοντησ οφ φισχαλ 2012 ωασ δοων σλιγητλψ ασ χοµπαρεδ το τηε φιρστ
σιξ µοντησ οφ φισχαλ 2011.  Ουρ ωειγητεδ αϖεραγε ιντερεστ ρατε δεχρεασεδ 1.7 περχενταγε ποιντσ ασ
χοµπαρεδ το τηε φιρστ σιξ µοντησ οφ φισχαλ 2011.  Τηισ δεχρεασε ωασ µαινλψ τηε ρεσυλτ οφ τηε Μαψ
2011 εξπιρατιον οφ ουρ ιντερεστ ρατε σωαπ. Ουρ αϖεραγε δεβτ αλσο δεχρεασεδ βψ ∃4.9 µιλλιον ιν τηε
φιρστ σιξ µοντησ οφ φισχαλ 2012 χοµπαρεδ το τηε φιρστ σιξ µοντησ οφ φισχαλ 2011.

Ινχοµε φροµ Χοντινυεδ ∆υµπινγ ανδ Συβσιδψ Οφφσετ Αχτ

Τηε Χοντινυεδ ∆υµπινγ ανδ Συβσιδψ Οφφσετ Αχτ (�Χ∆ΣΟΑ�) προϖιδεσ φορ διστριβυτιον οφ µονιεσ
χολλεχτεδ βψ Υ.Σ. Χυστοµσ ανδ Βορδερ Προτεχτιον φροµ αντι−δυµπινγ χασεσ το δοµεστιχ προδυχερσ
τηατ συππορτεδ τηε αντι−δυµπινγ πετιτιον.  Ωε ρεχειϖεδ ∃0.3 µιλλιον ιν παψµεντσ ανδ φυνδσ ρελατεδ το
τηε αντι−δυµπινγ ορδερ ον ωοοδεν βεδροοµ φυρνιτυρε φροµ Χηινα δυρινγ τηε φιρστ θυαρτερ οφ φισχαλ
2012.

Ινχοµε Ταξεσ

Ουρ εφφεχτιϖε ταξ ρατε φορ τηε σιξ µοντη περιοδ οφ φισχαλ 2012 ωασ γρεατλψ ιµπαχτεδ βψ τηε ρελεασε
οφ α πορτιον οφ τηε ϖαλυατιον αλλοωανχε ρελατινγ το ουρ Υ.Σ. φεδεραλ ανδ στατε δεφερρεδ ταξ
ασσετσ.  Αβσεντ τηισ δισχρετε αδϕυστµεντ, τηε εφφεχτιϖε ταξ ρατε φορ τηε φιρστ σιξ µοντησ οφ φισχαλ
2012 ωουλδ ηαϖε βεεν 36.0%.  Τηε εφφεχτιϖε ταξ ρατε ωασ 23.2% φορ τηε φιρστ σιξ µοντησ οφ φισχαλ 2011
αφτερ τηε ιµπαχτ οφ ρουτινε δισχρετε ιτεµσ τηατ ρεσυλτεδ ιν α ρατε ρεδυχτιον οφ 17.6%.

∆υρινγ τηε φιρστ θυαρτερ οφ φισχαλ 2012, ϖαλυατιον αλλοωανχεσ ωερε ρεδυχεδ βψ ∃43.4 µιλλιον
ασσοχιατεδ ωιτη χερταιν Υ.Σ. φεδεραλ, στατε ανδ φορειγν δεφερρεδ ταξ ασσετσ.  Τηισ ρεδυχτιον ιν τηε
ϖαλυατιον αλλοωανχε ωασ τηε ρεσυλτ οφ τηε λεϖελ οφ πρεταξ ινχοµε γενερατεδ οϖερ τηε παστ τηρεε
ψεαρσ.

Λιθυιδιτψ ανδ Χαπιταλ Ρεσουρχεσ

Ουρ σουρχεσ οφ χαση λιθυιδιτψ ινχλυδε χαση ανδ εθυιϖαλεντσ, χαση φροµ οπερατιονσ ανδ αµουντσ
αϖαιλαβλε υνδερ ουρ χρεδιτ φαχιλιτψ. Ωε βελιεϖε τηεσε σουρχεσ ρεµαιν αδεθυατε το µεετ ουρ
σηορτ−τερµ ανδ λονγ−τερµ λιθυιδιτψ ρεθυιρεµεντσ, φινανχε ουρ λονγ−τερµ γροωτη πλανσ, µεετ δεβτ
σερϖιχε, ανδ φυλφιλλ οτηερ χαση ρεθυιρεµεντσ φορ δαψ−το−δαψ οπερατιονσ ανδ χαπιταλ
εξπενδιτυρεσ.  Ωε ηαδ χαση ανδ εθυιϖαλεντσ οφ ∃117.5 µιλλιον ατ Οχτοβερ 29, 2011, χοµπαρεδ το ∃115.3
µιλλιον ατ Απριλ 30, 2011.

Ον Οχτοβερ 19, 2011, ωε εντερεδ ιντο αν αµενδεδ χρεδιτ αγρεεµεντ ωιτη α σψνδιχατε οφ λενδερσ, ωηιχη
ρεδυχεδ ουρ ρεϖολϖινγ χρεδιτ φαχιλιτψ χαπαχιτψ φροµ ∃175 µιλλιον το ∃150 µιλλιον ανδ εξτενδεδ ιτσ
µατυριτψ δατε το Οχτοβερ 19, 2016.  Ωε µαψ ελεχτ ιντερεστ ρατεσ βασεδ ον ΛΙΒΟΡ ορ τηε βασε ρατε. Τηε
βασε ρατε ισ τηε ηιγηερ οφ τηε φεδεραλ φυνδσ ρατε πλυσ 0.5% ανδ τηε πριµε ρατε. Ιντερεστ ον ΛΙΒΟΡ
λοανσ υνδερ τηε πριορ αγρεεµεντ ϖαριεδ φροµ ΛΙΒΟΡ πλυσ 1.75% το 2.25% βασεδ ον αϖεραγε εξχεσσ
αϖαιλαβιλιτψ, βυτ τηε αµενδεδ χρεδιτ αγρεεµεντ λοωερεδ τηε ρατε το ΛΙΒΟΡ πλυσ 1.50% το 2.00%.  Λικε
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τηε πριορ αγρεεµεντ, τηε αµενδεδ χρεδιτ αγρεεµεντ προϖιδεσ φορ µαργινσ ον βασε ρατε λοανσ ϖαρψινγ
φροµ 0% το 0.50%, βυτ τηε αµενδεδ χρεδιτ αγρεεµεντ λοωερσ τηε εξχεσσ αϖαιλαβιλιτψ ρεθυιρεδ φορ τηε
λοωερ µαργινσ.  Τηε αµενδεδ χρεδιτ αγρεεµεντ ρεδυχεδ τηε χοµµιτµεντ φεε τηατ ωε παψ ον τηε υνυσεδ
πορτιον οφ τηε ρεϖολϖινγ χρεδιτ χοµµιτµεντ φροµ 0.375% το 0.25% περ αννυµ.
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Τηε αµενδεδ χρεδιτ αγρεεµεντ ισ σεχυρεδ πριµαριλψ βψ αλλ οφ ουρ αχχουντσ ρεχειϖαβλε, ινϖεντορψ,
χαση δεποσιτ ανδ σεχυριτιεσ αχχουντσ.  Τηε πριορ αγρεεµεντ ωασ σεχυρεδ ιν αδδιτιον βψ
συβσταντιαλλψ αλλ οφ ουρ πατεντσ ανδ τραδεµαρκσ, ινχλυδινγ τηε Λα−Ζ−Βοψ βρανδ ναµε, βυτ τηε
αµενδεδ χρεδιτ αγρεεµεντ ρεµοϖεδ τηοσε ασσετσ ασ χολλατεραλ.  Αϖαιλαβιλιτψ υνδερ τηε αγρεεµεντ
φλυχτυατεσ βασεδ ον α βορροωινγ βασε χαλχυλατιον χονσιστινγ οφ ελιγιβλε αχχουντσ ρεχειϖαβλε ανδ
ινϖεντορψ.  Τηε αγρεεµεντ ινχλυδεσ αφφιρµατιϖε ανδ νεγατιϖε χοϖεναντσ τηατ αππλψ υνδερ χερταιν
χιρχυµστανχεσ, ινχλυδινγ α 1.05 το 1.00 φιξεδ χηαργε χοϖεραγε ρατιο ρεθυιρεµεντ τηατ αππλιεσ ωηεν
εξχεσσ αϖαιλαβιλιτψ υνδερ τηε λινε ισ λεσσ τηαν 12.5% οφ τηε ρεϖολϖινγ χρεδιτ χοµµιτµεντ. Ατ Οχτοβερ
29, 2011, ωε ωερε νοτ συβϕεχτ το τηε φιξεδ χηαργε χοϖεραγε ρατιο ρεθυιρεµεντ, βυτ ωουλδ ηαϖε χοµπλιεδ
ωιτη τηε ρεθυιρεµεντ ηαδ ωε βεεν συβϕεχτ το ιτ. Ατ Οχτοβερ 29, 2011, ωε ηαδ βορροωινγσ οφ ∃20 µιλλιον
ουτστανδινγ υνδερ τηε αγρεεµεντ, ανδ ηαδ εξχεσσ αϖαιλαβιλιτψ οφ ∃112.5 µιλλιον.

Τηε αµενδεδ χρεδιτ αγρεεµεντ χονταινσ χυστοµαρψ εϖεντσ οφ δεφαυλτ, ινχλυδινγ νονπαψµεντ οφ
πρινχιπαλ ωηεν δυε, νονπαψµεντ οφ ιντερεστ αφτερ α στατεδ γραχε περιοδ; ιναχχυραχψ οφ
ρεπρεσεντατιονσ ανδ ωαρραντιεσ; ϖιολατιονσ οφ χοϖεναντσ; χερταιν αχτσ οφ βανκρυπτχψ ανδ
λιθυιδατιον; δεφαυλτσ υνδερ χερταιν µατεριαλ χοντραχτσ; χερταιν ΕΡΙΣΑ−ρελατεδ εϖεντσ; χερταιν
µατεριαλ ενϖιρονµενταλ χλαιµσ; ανδ α χηανγε ιν χοντρολ (ασ δεφινεδ ιν τηε αγρεεµεντ). Ιν τηε εϖεντ οφ α
δεφαυλτ, τηε λενδερσ µαψ τερµινατε τηειρ χοµµιτµεντσ µαδε, δεχλαρε αµουντσ ουτστανδινγ, ινχλυδινγ
αχχρυεδ ιντερεστ ανδ φεεσ, παψαβλε ιµµεδιατελψ, ανδ ενφορχε ανψ ανδ αλλ οφ τηειρ ριγητσ, ινχλυδινγ
εξερχισινγ ρεµεδιεσ ωιτη ρεσπεχτ το τηε χολλατεραλ ινχλυδινγ φορεχλοσυρε ανδ οτηερ ρεµεδιεσ
αϖαιλαβλε το σεχυρεδ χρεδιτορσ.

Χαπιταλ εξπενδιτυρεσ φορ τηε φιρστ σιξ µοντησ οφ φισχαλ 2012 ωερε ∃8.2 µιλλιον χοµπαρεδ ωιτη ∃5.0
µιλλιον δυρινγ τηε φιρστ σιξ µοντησ οφ φισχαλ 2011.  Ωε ηαϖε νο µατεριαλ χοµµιτµεντσ ουτστανδινγ φορ
φυτυρε χαπιταλ εξπενδιτυρεσ.  Χαπιταλ εξπενδιτυρεσ αρε εξπεχτεδ το βε ιν τηε ρανγε οφ ∃15.0 µιλλιον το
∃20.0 µιλλιον ιν φισχαλ 2012.

Ωε εξπεχτ το παψ ουρ χοντραχτυαλ οβλιγατιονσ δυε ιν τηε ρεµαινδερ οφ φισχαλ 2012 υσινγ ουρ χαση
φλοω φροµ οπερατιονσ, ουρ ∃117.5 µιλλιον οφ χαση ον ηανδ ασ οφ Οχτοβερ 29, 2011, ανδ τηε βορροωινγ
χαπαχιτψ αϖαιλαβλε το υσ υνδερ ουρ αµενδεδ χρεδιτ αγρεεµεντ.
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Τηε φολλοωινγ ταβλε ιλλυστρατεσ τηε µαιν χοµπονεντσ οφ ουρ χαση φλοωσ:

Cash Flows Provided By (Used For) Six Months Ended
(Unaudited, amounts in thousands) 10/29/11 10/23/10
Operating activities
Net income $53,528 $2,229
Non-cash add backs including changes in deferred taxes (26,148 ) 15,869
Working capital (9,858 ) (36,911 )
Net cash provided by (used for) operating activities 17,522 (18,813 )

Net cash used for investing activities (8,732 ) (5,867 )

Financing activities
Net decrease in debt (4,860 ) (426 )
Payments for debt issuance costs (390 ) 0
Stock issued from stock plans 321 58
Purchases of common stock (1,542 ) 0
Net cash used for financing activities (6,471 ) (368 )

Exchange rate changes (48 ) 277
Change in cash and equivalents $2,271 $(24,771 )

Οπερατινγ Αχτιϖιτιεσ

∆υρινγ τηε φιρστ σιξ µοντησ οφ φισχαλ 2012, νετ χαση προϖιδεδ βψ οπερατινγ αχτιϖιτιεσ ωασ ∃17.5
µιλλιον. Χαση φροµ νετ ινχοµε νετ οφ νον−χαση αδδ−βαχκσ ωασ ∃27.4 µιλλιον, ωηιχη ωασ οφφσετ βψ
χαση υσεδ φορ ωορκινγ χαπιταλ οφ ∃9.9 µιλλιον.  Ουρ χαση προϖιδεδ βψ οπερατινγ αχτιϖιτιεσ ισ µαινλψ
δυε το ινχρεασεδ πρε−ταξ ινχοµε.

∆υρινγ τηε φιρστ σιξ µοντησ οφ φισχαλ 2011, νετ χαση υσεδ φορ οπερατινγ αχτιϖιτιεσ ωασ ∃18.8
µιλλιον.  Χαση φροµ νετ ινχοµε ανδ νον−χαση αδδ βαχκσ ωερε ∃18.1 µιλλιον.  Ουρ χαση υσεδ φορ
ωορκινγ χαπιταλ ωασ µαινλψ τηε ρεσυλτ οφ αχχρυεδ βενεφιτ παψµεντσ ανδ α δεχρεασε ιν αχχουντσ
παψαβλε, ασ ωελλ ασ αν ινχρεασε ιν ινϖεντορψ λεϖελσ δυε το τηε ιµπροϖεµεντ ιν σοµε οφ ουρ συππλψ
χηαιν ισσυεσ.

Ινϖεστινγ Αχτιϖιτιεσ

∆υρινγ τηε φιρστ σιξ µοντησ οφ φισχαλ 2012, νετ χαση υσεδ φορ ινϖεστινγ αχτιϖιτιεσ ωασ ∃8.7 µιλλιον,
χοµπαρεδ ωιτη ∃5.9 µιλλιον οφ χαση υσεδ φορ ινϖεστινγ αχτιϖιτιεσ δυρινγ τηε φιρστ σιξ µοντησ οφ
φισχαλ 2011.  Τηε µαϕοριτψ οφ τηε νετ χαση υσεδ φορ ινϖεστινγ αχτιϖιτιεσ δυρινγ τηε φιρστ σιξ µοντησ
οφ φισχαλ 2012 ανδ φισχαλ 2011 ωασ φορ χαπιταλ εξπενδιτυρεσ.

Φινανχινγ Αχτιϖιτιεσ

∆υρινγ τηε φιρστ σιξ µοντησ οφ φισχαλ 2012, νετ χαση υσεδ φορ φινανχινγ αχτιϖιτιεσ ωασ ∃6.5 µιλλιον,
χοµπαρεδ το ∃0.4 µιλλιον ιν τηε φιρστ σιξ µοντησ οφ φισχαλ 2011.  Τηε νετ χαση υσεδ φορ φινανχινγ
αχτιϖιτιεσ δυρινγ τηε φιρστ σιξ µοντησ οφ φισχαλ 2012 πριµαριλψ ρελατεδ το τηε ρεπαψµεντ οφ δεβτ ανδ
πυρχηασεσ οφ χοµµον στοχκ.

Edgar Filing: LA-Z-BOY INC - Form 10-Q

37



28

Edgar Filing: LA-Z-BOY INC - Form 10-Q

38



Ον Οχτοβερ 28, 1987, ουρ Βοαρδ οφ ∆ιρεχτορσ αννουνχεδ τηε αυτηοριζατιον οφ τηε πλαν το πυρχηασε
χοµπανψ στοχκ. Τηε πλαν οριγιναλλψ αυτηοριζεδ 1.0 µιλλιον σηαρεσ ανδ, συβσεθυεντ το Οχτοβερ 1987,
22.0 µιλλιον αδδιτιοναλ σηαρεσ ωερε αδδεδ το τηισ πλαν φορ πυρχηασε. Ασ οφ Οχτοβερ 29, 2011, 5.2
µιλλιον σηαρεσ ρεµαιν αϖαιλαβλε φορ πυρχηασε πυρσυαντ το τηισ αυτηοριζατιον. Τηε χοµπανψ
πυρχηασεδ 0.2 µιλλιον σηαρεσ δυρινγ τηε σεχονδ θυαρτερ οφ φισχαλ 2012. Ωιτη τηε χαση φλοωσ ωε
αντιχιπατε γενερατινγ ιν φισχαλ 2012 ωε ωιλλ βε οππορτυνιστιχ ιν πυρχηασινγ χοµπανψ στοχκ. ∆υρινγ τηε
θυαρτερ ενδεδ Οχτοβερ 29, 2011, ωε αδοπτεδ α πλαν το πυρχηασε χοµπανψ στοχκ πυρσυαντ το Ρυλε
10β5−1 οφ τηε Σεχυριτιεσ Εξχηανγε Αχτ οφ 1934. Υνδερ τηισ πλαν, ουρ βροκερ ηασ τηε αυτηοριτψ το
πυρχηασε χοµπανψ σηαρεσ ον ουρ βεηαλφ, συβϕεχτ το ΣΕΧ ρεγυλατιονσ ασ ωελλ ασ χερταιν πριχε,
µαρκετ ϖολυµε ανδ τιµινγ χονστραιντσ σπεχιφιεδ ιν τηε πλαν. Τηε πλαν εξπιρεσ ατ τηε χλοσε οφ βυσινεσσ
ον Απριλ 27, 2012, ανδ µαψ βε αχχελερατεδ, συσπενδεδ, δελαψεδ ορ δισχοντινυεδ ατ ανψ τιµε, ωιτηουτ
νοτιχε.

Οτηερ

Ουρ χονσολιδατεδ βαλανχε σηεετ ατ τηε ενδ οφ τηε σεχονδ θυαρτερ οφ φισχαλ 2012 ρεφλεχτεδ α ∃2.2
µιλλιον λιαβιλιτψ φορ υνχερταιν ινχοµε ταξ ποσιτιονσ.  Ιτ ισ ρεασοναβλψ ποσσιβλε τηατ ∃0.4 µιλλιον οφ
τηισ λιαβιλιτψ ωιλλ βε σεττλεδ ωιτηιν τηε νεξτ 12 µοντησ.  Τηε ρεµαινινγ βαλανχε ωιλλ βε παιδ ορ
ρελεασεδ ασ ταξ αυδιτσ αρε χοµπλετεδ ορ σεττλεδ.

∆υρινγ τηε φιρστ σιξ µοντησ οφ φισχαλ 2012 τηερε ωερε νο µατεριαλ χηανγεσ το τηε ινφορµατιον αβουτ
ουρ χοντραχτυαλ οβλιγατιονσ σηοων ιν τηε ταβλε χονταινεδ ιν ουρ φισχαλ 2011 Αννυαλ Ρεπορτ ον Φορµ
10−Κ.

Ουρ δεβτ−το−χαπιταλιζατιον ρατιο ωασ 6.8% ατ Οχτοβερ 29, 2011, ανδ 8.8% ατ Απριλ 30,
2011.  Χαπιταλιζατιον ισ δεφινεδ ασ τοταλ δεβτ πλυσ τοταλ εθυιτψ.

Ατ Οχτοβερ 29, 2011, ωε ηαδ ∃44.5 µιλλιον ιν οπεν πυρχηασε ορδερσ ωιτη φορειγν χασεγοοδσ, λεατηερ ανδ
φαβριχ συππλιερσ. Ουρ οπεν πυρχηασε ορδερσ τηατ ηαϖε νοτ βεγυν προδυχτιον αρε χανχελαβλε.

Χοντινυινγ χοµπλιανχε ωιτη εξιστινγ φεδεραλ, στατε ανδ λοχαλ στατυτεσ δεαλινγ ωιτη προτεχτιον οφ τηε
ενϖιρονµεντ ισ νοτ εξπεχτεδ το ηαϖε α µατεριαλ εφφεχτ υπον ουρ χαπιταλ εξπενδιτυρεσ, εαρνινγσ,
χοµπετιτιϖε ποσιτιον ορ λιθυιδιτψ.

Χριτιχαλ Αχχουντινγ Πολιχιεσ

Ουρ χριτιχαλ αχχουντινγ πολιχιεσ αρε δισχλοσεδ ιν ουρ Φορµ 10−Κ φορ τηε ψεαρ ενδεδ Απριλ 30,
2011.  Τηερε ωερε νο µατεριαλ χηανγεσ το ουρ χριτιχαλ αχχουντινγ πολιχιεσ δυρινγ τηε φιρστ σιξ µοντησ
οφ φισχαλ 2012.

Ρεγυλατορψ ∆εϖελοπµεντσ

Χοντινυεδ ∆υµπινγ ανδ Συβσιδψ Οφφσετ Αχτ οφ 2000

Τηε Χοντινυεδ ∆υµπινγ ανδ Συβσιδψ Οφφσετ Αχτ οφ 2000 (�Χ∆ΣΟΑ�) προϖιδεσ φορ διστριβυτιον οφ
µονιεσ χολλεχτεδ βψ Υ.Σ. Χυστοµσ ανδ Βορδερ Προτεχτιον φροµ αντι−δυµπινγ χασεσ το δοµεστιχ
προδυχερσ τηατ συππορτεδ τηε αντι−δυµπινγ πετιτιον. Τηερε αρε νυµερουσ χασεσ βεφορε τηε Υ.Σ. Χουρτ
οφ Ιντερνατιοναλ Τραδε ανδ τηε Υ.Σ. Χουρτ οφ Αππεαλσ φορ τηε Φεδεραλ Χιρχυιτ.  Τηε ρεσολυτιον οφ
τηεσε χασεσ ωιλλ ηαϖε α σιγνιφιχαντ ιµπαχτ ον τηε αµουντ οφ αδδιτιοναλ Χ∆ΣΟΑ φυνδσ ωε ρεχειϖε.
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Ιν ϖιεω οφ τηε υνχερταιντιεσ ασσοχιατεδ ωιτη τηισ προγραµ, ωε αρε υναβλε το πρεδιχτ τηε αµουντσ, ιφ
ανψ, ωε µαψ ρεχειϖε ιν τηε φυτυρε υνδερ Χ∆ΣΟΑ.  Ηοωεϖερ, ασσυµινγ Χ∆ΣΟΑ διστριβυτιονσ χοντινυε,
τηεσε διστριβυτιονσ χουλδ βε σιγνιφιχαντ δεπενδινγ ον τηε ρεσυλτσ οφ λεγαλ αππεαλσ ανδ
αδµινιστρατιϖε ρεϖιεωσ ανδ ουρ αχτυαλ περχενταγε αλλοχατιον.  Ωε ρεχειϖεδ ∃0.3 µιλλιον ιν τηε φιρστ
θυαρτερ οφ φισχαλ 2012 ιν Χ∆ΣΟΑ παψµεντσ ανδ φυνδσ ρελατεδ το τηε αντι−δυµπινγ ορδερ ον ωοοδεν
βεδροοµ φυρνιτυρε φροµ Χηινα.
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Ρεχεντ Αχχουντινγ Προνουνχεµεντσ

Ρεφερ το Νοτε 15 οφ τηε αχχοµπανψινγ υναυδιτεδ χονσολιδατεδ φινανχιαλ στατεµεντσ φορ υπδατεσ ον
ρεχεντ αχχουντινγ προνουνχεµεντσ σινχε τηε φιλινγ οφ ουρ Φορµ 10−Κ φορ τηε ψεαρ ενδεδ Απριλ 30, 2011.

Βυσινεσσ Ουτλοοκ

Ωε εξπεχτ τηε οπερατινγ ενϖιρονµεντ φορ τηε ινδυστρψ το ρεµαιν χηαλλενγινγ βασεδ ον λοω χονσυµερ
χονφιδενχε λεϖελσ, α δεπρεσσεδ ηουσινγ µαρκετ ανδ ϖολατιλιτψ ιν τηε φινανχιαλ µαρκετσ.  Αγαινστ τηατ
βαχκδροπ, ηοωεϖερ, ωε βελιεϖε τηε στρενγτη οφ τηε Λα−Ζ−Βοψ βρανδ, τηε συχχεσσ οφ ουρ µαρκετινγ
χαµπαιγν ανδ τηε εφφιχιενχιεσ οφ ουρ ϖαριουσ οπερατινγ πλατφορµσ ποσιτιον υσ ωελλ γοινγ φορωαρδ,
ανδ αρε χονφιδεντ τηε χοµπανψ ωιλλ βε αβλε το χαπιταλιζε ον αν εϖεντυαλ ιµπροϖεµεντ ιν τηε
µαρκετπλαχε.  Ιµπορταντλψ, ωε αρε χοντινυινγ το εξεχυτε αγαινστ ουρ στρατεγιχ οβϕεχτιϖεσ ανδ αρε
ινϖεστινγ ιν ουρ βυσινεσσ το δελιϖερ ιµπροϖεδ περφορµανχε γοινγ φορωαρδ.

ΙΤΕΜ 3. ΘΥΑΝΤΙΤΑΤΙςΕ ΑΝ∆ ΘΥΑΛΙΤΑΤΙςΕ ∆ΙΣΧΛΟΣΥΡΕΣ ΑΒΟΥΤ ΜΑΡΚΕΤ ΡΙΣΚ

∆υρινγ τηε φιρστ σιξ µοντησ οφ φισχαλ 2012 τηερε ωερε νο µατεριαλ χηανγεσ φροµ τηε ινφορµατιον
χονταινεδ ιν Ιτεµ 7Α οφ ουρ Αννυαλ Ρεπορτ ον Φορµ 10−Κ φορ φισχαλ 2011.

ΙΤΕΜ 4. ΧΟΝΤΡΟΛΣ ΑΝ∆ ΠΡΟΧΕ∆ΥΡΕΣ

∆ισχλοσυρε Χοντρολσ ανδ Προχεδυρεσ. Ασ οφ τηε ενδ οφ τηε περιοδ χοϖερεδ βψ τηισ ρεπορτ, ωε χαρριεδ
ουτ αν εϖαλυατιον, υνδερ τηε συπερϖισιον ανδ ωιτη τηε παρτιχιπατιον οφ ουρ µαναγεµεντ, ινχλυδινγ ουρ
Χηιεφ Εξεχυτιϖε Οφφιχερ ανδ Χηιεφ Φινανχιαλ Οφφιχερ, οφ τηε εφφεχτιϖενεσσ οφ τηε δεσιγν ανδ
οπερατιον οφ ουρ δισχλοσυρε χοντρολσ ανδ προχεδυρεσ, ασ συχη τερµ ισ δεφινεδ ιν Ρυλε 13α−15(ε) οφ
τηε Εξχηανγε Αχτ.  Βασεδ υπον τηατ εϖαλυατιον, ουρ Χηιεφ Εξεχυτιϖε Οφφιχερ ανδ Χηιεφ Φινανχιαλ
Οφφιχερ χονχλυδεδ τηατ συχη δισχλοσυρε χοντρολσ ανδ προχεδυρεσ αρε εφφεχτιϖε το ενσυρε τηατ
ινφορµατιον ρεθυιρεδ το βε δισχλοσεδ ιν ουρ περιοδιχ ρεπορτσ φιλεδ υνδερ τηε Εξχηανγε Αχτ ισ ρεχορδεδ,
προχεσσεδ, συµµαριζεδ ανδ ρεπορτεδ ωιτηιν τηε τιµε περιοδσ σπεχιφιεδ βψ τηε Σεχυριτιεσ ανδ Εξχηανγε
Χοµµισσιον∋σ ρυλεσ ανδ φορµσ ανδ ισ αχχυµυλατεδ ανδ χοµµυνιχατεδ το ουρ µαναγεµεντ, ινχλυδινγ ουρ
Χηιεφ Εξεχυτιϖε Οφφιχερ ανδ Χηιεφ Φινανχιαλ Οφφιχερ, ασ αππροπριατε το αλλοω τιµελψ δεχισιονσ
ρεγαρδινγ ρεθυιρεδ δισχλοσυρε.

Χηανγεσ ιν Ιντερναλ Χοντρολ οϖερ Φινανχιαλ Ρεπορτινγ.  Τηερε ωερε νο χηανγεσ ιν ουρ ιντερναλ
χοντρολσ οϖερ φινανχιαλ ρεπορτινγ τηατ οχχυρρεδ δυρινγ τηε φισχαλ θυαρτερ ενδεδ Οχτοβερ 29, 2011,
τηατ ηαϖε µατεριαλλψ αφφεχτεδ, ορ αρε ρεασοναβλψ λικελψ το µατεριαλλψ αφφεχτ, ουρ ιντερναλ
χοντρολ οϖερ φινανχιαλ ρεπορτινγ.
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ΠΑΡΤ ΙΙ � ΟΤΗΕΡ ΙΝΦΟΡΜΑΤΙΟΝ

ΙΤΕΜ 1Α.  ΡΙΣΚ ΦΑΧΤΟΡΣ

Τηερε ηαϖε βεεν νο µατεριαλ χηανγεσ το ουρ ρισκ φαχτορσ δυρινγ τηε φιρστ σιξ µοντησ οφ φισχαλ 2012. 
Ουρ ρισκ φαχτορσ αρε δισχλοσεδ ιν ουρ Φορµ 10−Κ φορ τηε ψεαρ ενδεδ Απριλ 30, 2011.

ΙΤΕΜ 2. ΥΝΡΕΓΙΣΤΕΡΕ∆ ΣΑΛΕΣ ΟΦ ΕΘΥΙΤΨ ΣΕΧΥΡΙΤΙΕΣ ΑΝ∆ ΥΣΕ ΟΦ ΠΡΟΧΕΕ∆Σ

Ουρ Βοαρδ οφ ∆ιρεχτορσ ηασ αυτηοριζεδ τηε πυρχηασε οφ χοµπανψ στοχκ. Ον Οχτοβερ 28, 1987, ουρ
Βοαρδ οφ ∆ιρεχτορσ αννουνχεδ τηε αυτηοριζατιον οφ τηε πλαν το πυρχηασε χοµπανψ στοχκ. Τηε πλαν
οριγιναλλψ αυτηοριζεδ 1.0 µιλλιον σηαρεσ ανδ συβσεθυεντ το Οχτοβερ 1987, 22.0 µιλλιον αδδιτιοναλ
σηαρεσ ηαϖε βεεν αδδεδ το τηισ πλαν φορ πυρχηασε. Ασ οφ Οχτοβερ 29, 2011, 5.2 µιλλιον σηαρεσ ρεµαιν
αϖαιλαβλε φορ πυρχηασε πυρσυαντ το τηισ αυτηοριζατιον. Ωιτη τηε χαση φλοωσ ωε αντιχιπατε
γενερατινγ ιν φισχαλ 2012 ωε ωιλλ βε οππορτυνιστιχ ιν πυρχηασινγ χοµπανψ στοχκ. ∆υρινγ τηε θυαρτερ
ενδεδ Οχτοβερ 29, 2011, ωε αδοπτεδ α πλαν το πυρχηασε χοµπανψ στοχκ πυρσυαντ το Ρυλε 10β5−1 οφ τηε
Σεχυριτιεσ Εξχηανγε Αχτ οφ 1934. Υνδερ τηισ πλαν, ουρ βροκερ ηασ τηε αυτηοριτψ το πυρχηασε
χοµπανψ σηαρεσ ον ουρ βεηαλφ, συβϕεχτ το ΣΕΧ ρεγυλατιονσ ασ ωελλ ασ χερταιν πριχε, µαρκετ ϖολυµε
ανδ τιµινγ χονστραιντσ σπεχιφιεδ ιν τηε πλαν. Τηε πλαν εξπιρεσ ατ τηε χλοσε οφ βυσινεσσ ον Απριλ 27,
2012, ανδ µαψ βε αχχελερατεδ, συσπενδεδ, δελαψεδ ορ δισχοντινυεδ ατ ανψ τιµε, ωιτηουτ νοτιχε.

Τηε φολλοωινγ ταβλε συµµαριζεσ ουρ πυρχηασεσ οφ χοµπανψ στοχκ δυρινγ τηε περιοδ χοϖερεδ βψ τηισ
ρεπορτ:

(Amounts in thousands except per share data)

Total
number of
shares
purchased

Average
Price
paid per
share

Total number
of shares
purchased as
part of
publicly
announced
plan

Maximum
number of
shares that
may yet be
purchased
under the
plan

Fiscal August (July 31 – September 3, 2011) 10 $8.68 10 5,343
Fiscal September (September 4 – October 1, 2011) 90 $7.96 90 5,253
Fiscal October (October 2 – October 29, 2011) 85 $8.60 85 5,168
Fiscal Second Quarter of 2012 185 $8.30 185 5,168

Ουρ αµενδεδ χρεδιτ αγρεεµεντ ωουλδ προηιβιτ υσ φροµ παψινγ διϖιδενδσ ορ πυρχηασινγ σηαρεσ ιφ
εξχεσσ αϖαιλαβιλιτψ, ασ δεφινεδ ιν τηε αγρεεµεντ, φελλ βελοω 12.5% οφ τηε ρεϖολϖινγ χρεδιτ χοµµιτµεντ
ορ ωε φαιλεδ το µαινταιν α φιξεδ χηαργε χοϖεραγε ρατιο οφ ατ λεαστ 1.05 το 1.00 ον α προ φορµα βασισ.
Τηε αγρεεµεντ ωουλδ νοτ χυρρεντλψ προηιβιτ υσ φροµ παψινγ διϖιδενδσ ορ ρεπυρχηασινγ σηαρεσ. Τηε
φυτυρε παψµεντ οφ διϖιδενδσ ανδ πυρχηασε οφ σηαρεσ ισ ωιτηιν τηε δισχρετιον οφ ουρ βοαρδ οφ
διρεχτορσ ανδ ωιλλ δεπενδ, αµονγ οτηερ φαχτορσ, ον ουρ εαρνινγσ, χαπιταλ ρεθυιρεµεντσ, ανδ οπερατινγ
ανδ φινανχιαλ χονδιτιον, ασ ωελλ ασ ανψ αππλιχαβλε ρεστριχτιονσ υνδερ τηε αγρεεµεντ.
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ΙΤΕΜ 6. ΕΞΗΙΒΙΤΣ

Exhibit
Number Description

(4) Amended and Restated Credit Agreement dated as of October 19, 2011, among La-Z-Boy
Incorporated, certain of its subsidiaries, the lenders named therein, and Wells Fargo Capital
Finance, LLC, as administrative agent for the lenders (Incorporated by reference to an exhibit
to Form 8-K filed October 21, 2011)

(31.1) Certifications of Chief Executive Officer pursuant to Rule 13a-14(a)
(31.2) Certifications of Chief Financial Officer pursuant to Rule 13a-14(a)
(32) Certifications of Executive Officers pursuant to 18 U.S.C. Section 1350(b)

(101.INS) XBRL Instance Document
(101.SCH) XBRL Taxonomy Extension Schema Document
(101.CAL) XBRL Taxonomy Extension Calculation Linkbase Document
(101.LAB) XBRL Taxonomy Extension Label Linkbase Document
(101.PRE) XBRL Taxonomy Extension Presentation Linkbase Document
(101.DEF) XBRL Taxonomy Extension Definition Linkbase Document
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ΣΙΓΝΑΤΥΡΕ

Πυρσυαντ το τηε ρεθυιρεµεντσ οφ τηε Σεχυριτιεσ Εξχηανγε Αχτ οφ 1934, τηε Ρεγιστραντ ηασ δυλψ χαυσεδ
τηισ ρεπορτ το βε σιγνεδ ον ιτσ βεηαλφ βψ τηε υνδερσιγνεδ τηερευντο δυλψ αυτηοριζεδ.

LA-Z-BOY INCORPORATED
(Registrant)

∆ατε: Νοϖεµβερ 30, 2011

BY:  /s/ Margaret L. Mueller
Margaret L. Mueller
Corporate Controller
On behalf of the Registrant and as
Chief Accounting Officer
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