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You take a small step here, 

a sidestep there, 

you may even miss a step now and then 

and, once in a while, 

you make a leap. 

And, oh, doesn't it feel terrific? 
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From the Chief Executive 

Fiscal 1999 was an exceptional year. At a time when the market for the company's and its 

competitors' products was softening, thanks to international financial pressures, 5teelcase set 

records in both net income and earnings per share, and enjoyed the second best net sales year 

in its 87-year history. 

Now, as the company's performance over the last four years illustrates, my management team and 

I regard sales growth as particularly important, so we're disappointed that our net sales did not 

surpass fiscal 1998's. 

NET 

SALE S 

inmilliom 

96 97 

3,000 

2,000 

98 " /,000 

NET 
IN C OME {J) 

illmillilJIIS 

98 

250 

EARNINGS 

PER S H A RE (I) 

ill dolLllrs 

/ ,50 

/ ,00 

l 97 98 I" 0, 50 

OPERATING 

E X PEN S E S 

tU n purmtllgr oiJiliN 

30% 

20% 

96 97 98 " /0 % 

{/)Ntl illtt'/Iltand EP5jQ' /f),97tXduib ("~4fl'" offllll'lll ['115(,111011, which. n~1 u/mmlti, ,dum/lin iI/rom, try /235 mil/illll, 'ia Nprc /J 1<1 thr Consol"Jmrd Fillmwai "UUfflIn<ts, 

Our disappointment was tempered by market conditions, however. In fact, we believe the 

company's performance in fiscal 1999 affirms the rightness of the course we have charted and 

the value of our efforts to improve our productivity. 

Both affirmations are especially important, gIven indications that our customers' belt-tightening 

efforts will continue for at least the next six months. 



A WORD ABOUT OUR STOCK PRICE 

You may wonder how Steelcase could post these financial results and see its stock price drop, 

especially after it climbed so nicely when it was first offered to the public. So do 1. 

However, when I've discussed my concerns with investment professionals, I typically hear 

that, "While stock markets behave erratically from one day to the next, over time a company's 

stock price will accurately reflect its financial performance." 

And I draw two conclusions: leave predicting to others, and focus on boosting performance. 

How WE'RE BOOSTING PERFORMANCE 

In a year of leaps (some of which you'll read about later in this report), there were three 

company-wide developments that promise to add significantly to the company's earning 

power, short and long-term. 

[1] The first - and I think most important - involves corporate strategy. One of the first things 

we did when I became Steelcase's president was to initiate a comprehensive strategy review, 

which led to the formulation of a strategic plan. Ten months ago, I challenged the company's 

policy team to review this plan. I asked them to revisit two central questions with me: where do 

we want to go? and how do we plan to get there? 

This led to a "new and improved" strategic plan that is both broader and deeper than its 

predecessor. What's especially impressive is that it can be summarized in four sentences: ~ • ~ • 
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What is a "work effectiveness company?" Here's our definition: a company that supplies mindful 

innovations ("spaceware") that help individuals and organizations work more effectively by 

improving the quality of their work environments. 

We define "operational perfection" as "executing our strategy quickly and flawlessly." Industry 

leaders tend to be obsessed with - and very, very good at - executing. They not only invent 

breakthroughs, they implement them quickly and effectively. 

There is no either/or here. Only both/and. We must have vision, strategy and execution, or we'll 

quickly cease to be industry leaders. 

Our "ambitious financial goals" are: increase worldwide net sales to $6 billion in five years; reduce 

operating expenses to 22 percent of sales; and achieve a 14 percent operating income margin. 

CITIZENS OF THE WORLD 

[2] The second development concerns acquisitions we made in support of our corporate strategy. 

We've said we'll grow by acquiring companies that add to our capabilities and fit our culture, and 

we did this on four occasions in fiscal 1999. 

We initiated the purchase of Strafor Facom's interest in our Steelcase Strafor joint venture, and we 

acquired Europe's finest wood furniture company, Werndl BiiroMobeL AG, headquartered III 

Rosenheim, Germany. These were major steps, "leaps," if you will, for four reasons: 

They position Steelcase as the market sales leader across Europe and as the only pan-European 

company in the industry. 

They enable us to better serve our sizable and growing group of international customers. 

They enable us to compete more effectively for African, East Asian and Middle Eastern customers 

by giving us a strong European base. 

They accelerate an essential transition - from "Grand Rapids company with international operations" 

to "international company headquartered in Grand Rapids." 



We also added complementary capabilities in fiscal 1999 with two domestic acquisitions. 

We purchased ].M. Lynne, a leading manufacturer of wall coverings, and a 50 percent interest 

in Clestra Hauserman, a leading supplier of reconfigurable interior walls. 

A PARADOX? 

[ 31 If you're a photographer, this development may strike you as paradoxical. It involves expanding 

and sharpening the company's focus ... at the same time. 

Once Steelcase people focused almost exclusively on meeting the needs of our customers' facilities 

managers. Today, the number and variety of people who affect our business are much broader. 

Today, for example, we also address the needs of architects; interior designers; ergonomists; health 

and safety officers; real estate executives; financial, information and knowledge officers; operating 

executives; and commercial developers. 

At the same time, we are focusing to an unprecedented degree on the wants, needs and frustrations 

of another important group: the men and women who use our products. If our products and services 

support and inspire these people, our company will thrive. 

What does it take to develop and deliver these products and services? One clear, comprehensive 

strategy ... and many innovative implementations of it. Leaps, if you will. The balance of this report 

illustrates both - the strategy and some of the leaps we've taken to support it. 

Speaking of support, thank you for yours. My colleagues and I appreciate and value the trust you've 

placed in us, and we will do our utmost to continue to be worthy of it. 

~~ 
JAMES P. HACKETT 

President and Chief Ewcutive Officer 
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Pathways@, a progress report. 

A year ago, we reported the January, 1998, introduction of a portfolio 

of reconfigurable interior architectural products, furniture and worktools 

based on a "revolutionary product design concept/' Today, we can 

report considerable progress; for example: 

CUSTOMER S HAVE EMBRACED THE CONCEPT . 

Pathways is based on the proposition that for many organizations today work 

environments are dynamic, chaotic places that are subject to constant change 

without notice in response to new and often unexpected developments. Pathways 

products enable the people who design and manage these environments to 

reconfigure them quickly, easily and affordably when these developments occur. 

This is proving to be an appealing capability. 

PRODUC T DESIGNERS HAVE TOO . 

Steelcase's Turnstone® team has introduced a new system, Answer®, based on the 

Pathways product design concept, that enables emerging growth and cost-conscious 

companies of any size to create work environments that are both uniquely flexible 

and affordable. 

Steelcase's Metro Furniture Corporation has also taken advantage of the Pathways 

product design concept to develop DetourT
", a portfolio of freestanding components 

for teamwork environments. 

or 

Both Answer and Detour have been winners in the marketplace. The real winners, 

of course, are Steelcase customers, who now have a greater variety of ways to meet 

their needs for affordable work environments that "turn on a dime." 
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PATHWAYS , THE NEXT GE ·RATION . 

As fiscal 1999 drew to a close, the company was about to introduce the second 

generation of Pathways products - interior walls, floors and doors. 

These products enable design professionals and facilities managers to think about 

space planning in entirely new ways. Now, for the first time, just about everything 

is reconfigurable, so they don't have to plan for the ages anymore. 

Now they can plan for change. 

Their early reactions have been encouraging. Those who have had a chance to 

use these new interior architectural products on a beta test basis are 

pleased ... and so are their clients. 

Take MTT, a leading telecommunications company headquartered in 

Halifax, Nova Scotia. MTT wanted to consolidate eight separate business 

units' call center activities in a single 100,000 square foot environment that 

accommodated new business ventures, new technologies and new processes. 

As important, this environment had to help a diverse group of more than 

800 employees deliver outstanding service to MTT customers. 

MTT and its partners worked with Steelcase to evaluate alternate approaches 

- a process that took advantage of two new Steelcase computer programs, 

Mapping and Valuate'M - before building an environment that includes both 

first and second generation Pathways products. 
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Mindful Produds ... 

We describe our products as Iispaceware" because we aim to design useful 

information into them that will help people work more effectively. Innovations 

that add to effectiveness, that's the goal. Here are a few recent examples: 

Is A COMFORTABLE FOLDING CIIAIR 

A CONTRADIC [ON IN TERMS? 

Not if it's a Kart'M. The Kart chair 

illustrates how much you can learn 

at the supermarket. Conceived by 

50 Studios, engineered by IDEO 

and manufactured and marketed by 

Vecta, it's handsome, comf<?rtable 

and exceptionally functional, in 

great part because it stacks sideways, 

like grocery carts (and now you 

know how it got its name). 

Since its June, 1998, debut the Kart 

chair has won two Best of NeoCon 

Gold awards (for Seating and Most 

Innovative Product); a Most 

Excellent Product award from 

Office Insight Magazine; two 

Acclaim awards from the Los 

Angeles chapter of the 

International Interior Designer's 

Association (for Seating and Most 

Innovative of Show); and an 

IIDNContract Magazine Apex 

award for Seating. 

It's also fully adjustable, 94 percent 

recyclable (by weight) and a hit 

with customers everywhere. 
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CAN A \YI0RKSTAflON MAKE AD PEOPLE 

MOR CREATIVE? 

TBWAIChiat/Day thinks so, and they're an international advertising agency 'with a 

long list of illustrious campaigns to their credit (for example, the Energizer Bunny 

and Apple Computer's "Think Different" ads). Clive Wilkinson, the architect of 

TBWAIChiat/Day's new Los Angeles office, conceived a freestanding aluminum 

workstation for the space, then worked with Steelcase's Turnstone designers to 

engineer and manufacture it. Called NEST (for New Environment for Strategic 

Tasking), it features a mobile storage unit instead of drawers (for more leg room) 

whose top can double as a worksurface if necessary; a metal privacy screen with a 

section for magnetic attachments and a tackboard for paperwork; and an integrated 

overhead light. Now, thanks to NEST, when the agency's people want to get together 

and brainstorm, they don't have to leave their workstations behind. 

This i.s not 

your./a,hrrr 

worl..·stdtioll. 

ITS It/un/mum. 
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EXECUTIVE SPINZ'" 

Another award-winning innovation that's wmnmg m the marketplace as 

well: Spinz is a full line of executive seating created by a team of designers 

and engineers from Steelcase and Brayton International, a wholly-owned 

subsidiary. Spinz was unveiled at the industry's major trade show, NeoCon, 

in June, 1998, and also received a Gold award for Best Executive Seating. 

Fiscal 1999 was quite a 

year for Steelcase's 

DesignTex unit. In January, 

Design Tex's first patent 

was awarded to its Senior 

Manager of Technical 

Services, Marty Gurian. 

The patent covers the 

technology used to produce 

fabrics that are permanently 

anti-microbial and flame 

FABRIC S THAT ARE GOOD FOR HOSPITAL 

YOUR PATIO AND OUR PLANET. 

retardant. DesignTex uses 

this technology to produce 

cubicle curtain, drapery 

and bedspread fabrics for 

hospitals and other 

health care facilities. 

DesignTex also introduced 

the Sportswear Collection™, 

an ultra-high performance 

upholstery textile based on 

a proprietary yarn developed 

by its Executive Vice 

President of Design, 

Susan Lyons, and Nancy 

Giesberger, a textile design 

consultant. Called Lytyn®, 

this remarkable yarn looks 

and feels like a woven 

textile, but unlike woven 

textiles, it is durable, flame 

retardant, fade resistant

even in direct sunlight, and 

impervious to the elements. 

Finally, after five years of 

research, Design Tex 

achieved a breakthrough 

in sustainable design, an 

environmentally intelligent 

textile. Its William 

McDonough Collection II 

(named after, and developed 

in concert with, the 

celebrated architect whom 

Time magazine described 

as "one of the heroes 

of the planet") features 

fabrics that are completely 

biodegradable. 
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That's progress. 

Mindful Production. 

Just as Steelcase product designers around the world strive to design intelligence into the 

company's spaceware, Steelcase manufacturing people work non-stop to design intelligence 

into its manufacturing processes. And they have achieved - and continue to achieve - quite 

spectacular results. Here's one typical example: 

PROCE S IMPROVEMENT 

A year ago, it took four days 

to turn cut flat sheet steel into 

a finished storage pedestal at 

ojl'mm Steelcase's Tustin, California, 

plant. Today, it takes about 

four hours. 

As important, the 

manufacturing process 

that our Tustin people have 

created eliminates lifting 

(which eases back strain); 

reduces floor space (down 

15,000 square feet); reduces 

rework and scrap (by 80 

percent); and eliminates nearly 

$90,000 worth of inventory. 

What's the impact of these 

process improvements on 

Tustin's storage pedestal line? 

A 95 percent reduction in 

work-in-process inve~tory; 

a 24 percent increase in 

efficiency; and a nine percent 

increase in sales per employee. 

reduction in 

work -in-progress inventory. 

ious finoncial goals • Become 0 work effectiveness company • Achieve operational perfection Live our 
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As the song says, it's a small world, after all. For example: 

A FRE CH 

CONNEC.TION 

Steefcase Strafor designers 

in Strasbourg, France, took 

advantage of information 

developed by Steelcase 

researchers in Grand 

Rapids, Michigan, to 

come up with an 

innovative chair for the 

European market. It's 

called the Please™ chair, 

and it does just that. Today, 

it's attracting customers 

around the world. 

SUCCESS IN 

THAILAND 

Modernform, a Steefcase 

partner in Thailand, has 

weathered its country's 

financial difficulties by 

winning export business 

throughout Asia. 

~ .-

WEEKEND 

IN SYDNEY 

Given the service they offer, it's 

not surprising that the people of 

Federal Express Corporation 

("FedEx") go to extraordinary 

lengths to avoid disrupting the flow 

of work. So Steefcase and Steefcase 

dealer personnel in Sydney, 

Australia, were ready, willing and 

able when the call came to redo a 

FedEx facility there over a 

weekend. .. with Steefcase furniture 

shipped in from the U. S. 

TASMANIA 

CALLING 

A company in Nova Scotia 

asked Steefcase to help it 

outfit a call center in 

Devenshire, Tasmania, a 

scant half a world away, 

so that it could better serve 

the Australia-Asia region. 

Steelcase was delighted 

to comply. 

ork effectiveness company • Achieve ambitious financial goals 
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NEW WORK 

ENVIRONMENT 

FOR JAPAN 

A multinational group of 

Steefcase people applied 

knowledge gained in Europe 

and the U. S. to introduce 

a radically new way of 

organizing work 

environments to Japan . 

Traditionally, Japanese 

office workers have sat at 

small desks arrayed in two 

facing rows, with their 

supervisor seated at a larger 

desk at one end, so he 

(it was always a he) could 

easily keep on eye on them. 

Now, thanks in part to the 

Steefcase group's evangelism, 

Japanese organizations are 

increasingly clustering their 

workers in more flexible, 

less formal teamwork 

environments, and are 

experiencing rather 

dramatic improvements in 

morale and productivity. 

n I • Be 
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In the servIce of strategy. 

VARIETY, THE SPICE OF LIFE. 

The company believes efforts to make its work force more diverse and inclusive are 

important, both from business and social perspectives. In fiscal 1999, our efforts were 

recognized when we received the EVE award from the u.s. Department of Labor. 

It was the second time we earned this honor, which the Department awards annually 

to six companies whose diversity initiatives are extraordinary. 

FRIENDS INDEED. 

Steelcase has long held the view that public-spiritedness contributes to commercial 

success. So we encourage our employees to participate in civic activities , and most do. 

Here's a typical example: 

For the past two years, Steelcase mentors have journeyed to Madison Park 

Elementary School in Grand Rapids on Tuesdays, Wednesdays and 

Thursdays during school hours to tutor students, one-on-one, 

in the essential art of reading. 

The program is called "Helping One Student To Succeed" (HOSTS). 

And it has done just that. Of the 30 students in two grades 

who participated in the first year, one progressed three grade levels, 

15 jumped two, the rest gained one. 

Based on these results, the program has been expanded. Currently, 

135 Steelcase employees work with youngsters in all six grades. 

____________ ~ __ ~ __ ~ ______ ~n_y __ • __ Live our (ore values 
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A new technology ... 

A new chair ... 

A healthier way to sil. 





Uve Back -. 
Chonges shope to mimic 
the woy a person's 
one-ofiJ-kind spine 
wonts to move. 

Back Force Control. 
Ena people to set 
the rote of increase in 
"push back" that they need 
as they recline. 

Lower Bock 
Firmness Control. 
Enables people to 
provide a constant 
amount of firmness to 
maintain their lower 
bacK's natural curve. 

Height, Width 
and Pivot Arms. 
Arms telescope, pivot 
and adjust up and down 
so mo re people can 
find a natural position 
without sacrificing support. 

Natural Glide 
Seat glides forward 
so people can recline 
without leaving their 
Vision and Reach Zone. 

Seat Control. 
Enobles people to ease 
pressure an thighs and widen 
the ongle between legs and 
torso without feel ing like 
they're sliding out of their 
choir ... ond they goin two inches 
of seat height to boot. 
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Financial Highlights 

(in millions, except pet· share data) 

5-Year <...ornpound February 26, February 27, February 28, February 23, February 28, February 28, 

Annual Growth Rate 1999 1998 1997(L) 1996 1995 1994 

STATEMENT OF INCOME DATA 

Net sales 8.6% S 2,742.5 $ 2,760.0 $ 2,408.4 $ 2,155.9 $ 2,048.7 $1,813.7 

Net sales increase (decrease) (0.6%) 14.6% 1l.7% 5.2% 13.0% 3.1% 

Gross profi t 12.7% S 989.4 $ 1,003.4 $ 856.8 $ 687.7 $ 596.9 $ 545.1 

Gross profit - % of net sales 36.1% 36.4% 35.6% 3l.9% 29.1% 30.1% 

Operating income 57.1% S 317.2 $ 317.4 $ 14l.6 $ 163.6 $ 78.2 $ 33.1 

Operating income - % of net sales 11.6% 1l.5% 5.9% 7.6% 3.8% l.8% 

Net income (loss) n/m S 221.4 $ 217.0 $ 27.7 $ 123 .5 $ 64.2 $ (70.1) 

Net income (loss) - % of net sales 8.1% 7.9% l.2% 5.7% 3.1% (3.9%) 

EARNINGS PER SHARE ( BAS I C AND DILUTED) 

Income (loss) before cumulative effect 

of accounting changes $ 1.44 $ 1.40 $ 0.18 $ 0.80 $ 0.42 $ (0.01) 

Cumulative effect of accounting changes $ (0.44) 

Net .i ncome (loss) $ 1.44 $ 1.40 $ 0 .18 $ 0 .80 $ 0.42 $ (0.45) 

Weighted average shares outstanding 153.8 154.8 154.7 154.6 154.6 154.7 

Dividends per share of common stock (2) $ 0.41 $ l.36 $ 0.27 $ 0 .26 $ 0.21 $ 0.19 

BALANCE SHEET DATA 

Working Capital $ 290.6 $ 355.1 $ 474.6 $ 475.6 $ 476.4 $ 385.7 

Assets $ 2,182.5 $ 2,007.2 $1,922.1 $ 1,884.5 $1,76l.8 $1,703.8 

Liabilities $ 682.5 $ 674.8 $ 542.1 $ 490.9 $ 459.6 $ 439.4 

Shareholders' Equity $ tsOO.O $ 1,332.4 $1,380.0 $ 1,393.6 $1,302 .2 $1,264.4 

STATEMENT OF CAS H FLOW DATA 

Net cash provided by operating activities $ 307.7 $ 333.4 $ 80.8 $ 200.7 $ 42.2 $ 138.4 

Depreciation and amortization $ 107.0 $ 95.3 $ 93.4 $ 92.5 $ 97.0 $ 105.6 

Capital expenditures S 170.4 $ 126.4 $ 122.0 $ 104.6 $ 94.8 $ 74.4 

Dividends paid (2) $ 63.1 $ 210 .9 $ 4l.8 $ 39.8 $ 32.3 $ 29.7 

(J) During 1991. the Company concluded a l1-year patent litigation which, net ofmerves, reduced net income by $123.5 million. See Note 13 to the Consolidated Financial Statemenu. 

(1) During 1998, the Company paid a special dividend in the aggregate amollnt of $150.9 million, or approximately $0.91 per share of commol1 stock. See Note 4 to the Consolidated Fil1anciaL Statements. 

111m ; /lot meaningfiti 
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TEE L eA E I NC. 

Management 's Discussion and Ana ly si s of Financial Co ndition and Results of Operations 

OVERVIEW 

The Company recorded consolidated net income for 1999 

in the amount of $221.4 million, or $1.44 per share 

(basic and diluted). This performance occurred during a 

period in which the office furniture industry softened due 

to global economic turmoil and significant domestic 

merger and acquisition activity, resulting in relatively flat 

consolidated and pro forma worldwide net sales levels for 

the fiscal year. Further, gross profit margins declined in 

the second half of the year, averaging 36.1 % for 1999 

compared with 36.4% a year ago due primarily to costs 

associated with the consolidation of two manufacturing 

facilities and the launch of new products. 

H owever, management held the line on operating expenses 

and delivered a second consecutive year in which earnings 

performance set a new benchmark. The Company utilized a 

hiring delay, redeployment, discretionary spending controls, 

a voluntary leave program and other cost containment 

efforts, which, when coupled with the variable nature of 

bonus and incentive compensation programs, enabled 

achievement of the results without sacrificing 

long-term strategic efforts or jeopardizing its relations with 

employee-shareholders. In addition, the provision for 

income taxes benefited from the favorable resolution of 

income tax litigation dating back to 1989 which 

contributed to a reduced effective tax rate for 1999 and 

resulted in interest income of $5.8 million. 

In a year in which the office furniture industry as a wh Ie 

was slowed by macroeconomic factors and the Company's 

consolidated and pro forma worldwide net sales were 

relatively flat wi th 1998, the Company nonetheless made 

significant progress in 1999 towards fulfilling its vision to 

Transform the ways people work ... To help them work 

more effectively than they ever thought they could and its 

long-term ob jective to grow the business. Significant 

highlights include: 

• The Company launched Pathways Bundle I, a portfolio of 

integrated architectural products including panels, floor 

and lighting systems, furniture, power and communication 

elements designed to coordinate wi th existing Steelcase 

products, as well as competitors' products. First year net 

sales reached nearly $80 million. 

• Further, the Company prepared for its fiscal 2000 

introduction and launch of the Leap chair and the next 

generation of Pathways (Bundle II), both of which will be 

shown at NeoCon '99. Management believes the Leap chair 

will improve its offerings in seating, which are currently 

led by Criterion and Sensor. 

• The Company initiated several acquisitions, including 

complete ownership of (i) Steelcase Strafor, the Company's 

European joint venture originally formed by Steelcase Inc. 

and Strafor Facom S.A. in 1974, (ii) Werndl BiiroMobeL AG, 

the second largest wood office furniture manufacturer in 

Germany, and (iii) ].M. Lynne, a leading designer and 

distri butor of vinyl wall coverings based in New York, and 

partial ownership of (i) Microfield Graphics, an Oreg n-based 

developer and manufacturer of computer conferencing and 

group communication products, (ii) Clestra H auserman, a 

leading p rovider of steel moveable walls and partitions based 

in Ohio, and (ilj ) Modernform Group Public Company 

Limited, the Company's office furniture manufacturing 

partner located in Bangkok, Thailand. 



RESULTS OF OPERATIONS 

The following rable sets forrh consolidated statement of income dara as a percentage of net sales for 1999, 1998 and 1997. 

In addition, 1999 and 1998 consolidated statement of income data is presented versus the prior year. 

Increase (Den'ease) 

Year Ended Feb 26, 1999 Feb 27, 1998 Feb 28. 1997 1999 'is 1998 1998 vs 1997 

Net sales 100.0% 100.0% 100.0% (0.6)% 14.6% 

Cost of sales 63.9 63.6 64.4 (0.2)% 13,2% 

Gross profit 36.1 36.4 35.6 (1.4)% 17.1 % 

Selling, general and administrative expenses 24.S 24.9 26.2 (2.0)% 8.8 % 

Patent litigation expense 3.5 

Operating income 11.6 11.5 5.9 (0.1)% nlm 

Patem litigation interest expense (4.6) 

Other income, net 0.7 0.8 0.9 (10.6)% 5.6% 

Income before provision for income taxes 

and equity in net income of joint venrures 

and dealer transitions 12.3 12.3 2.2 (0.8)% nlm 

Provision for income taxes 4.5 4.7 1.0 (4.6)% nlm 

Income before equity in net income 

of joint ventures and dealer transitions 1.8 7.6 l.2 1.6% nlm 

Equity in net income of joint ventures and 

dealer transitions 0.3 0. 3 12.7% 

Net income 8.1% 7.9% l.2 % 2.0% nlm 

111m = not meaningfid 
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Net sales 

In accordance with Statement of Financial Accounting 

Standards No. 13 1, DisdoJttre about Segments of an Enterprise 

and Related Information, the Company operates on a 

w rldwide basis within a single reportable segment, the 

office furniture industry. The offi ce furniture segment 

includes all of the Company's operating segments within 

consolidated net sales except for services and other 

businesses, plus the unconsolidated net sales of its 

European joint venture, Steelcase Strafor. Net sales from 

all other unconsolidated joint ventures and dealer 

transitions are not material. 

The Company offers its extensive range f products and 

services ro commercial and non-commercial organizations 

worldwide through a network of independen t dealers in 

approximately 680 locat ions (incl uding approximately 

230 outside of North America). These dealers, in 

conjunction with the Company's sales force, p rovide local 

expertise, installation services and ongoing cusromer 

support services, remaining in close contact with custOmers 

during and after the complet! n of a project to help ensure 

cusromer satisfaction, offer ongoi ng services and encourage 

repeat business. 

The following table sets forth consolidated and pro forma worldwide net sales by geographical segment for 1999 , 1998 and 

1997. In addition, 1999 and 1998 geographical segments are presented versus the prior year. 

(in millioll .r) 

l llcrea e (Decrease) 

Year Elided Feb 26, 1999 Feb 27,1998 Feb 28, J9 97 1999 YS 1998 1998m 1997 

Domestic - U .S. only S 2,390.4 2,375.0 $ 2,050.1 0.6% 15 .8% 

International and Canada 226.0 250.6 24. 5 (9.8)% 11.6% 

Services and 

other businesses 126.1 134.4 133.8 (6.2)% 0.4% 

Consolidated net sales S 2,742.5 $ 2,760.0 $ 2,408 .4 (0.6)% 14 .6% 

Steelcase Strafor 0) 506.9 468.6 448.3 8.2% (l) 4 .5% (2) 

Worldwide net sales (3) S 3,249.4 $ 3,228.6 $ 2,856 .7 0.6% 1 .0% 

(I) Steelcase Strafor net sales have been adjusted from amounts previously reported in order to COliform the classificatiolls of sales deductions with tbose reflected ill the Cornpan/s consolidated nel sales. 
These reclassificatiollS were idmtified il1 connection with the Compa71/s April 22, J 999 acquisition ofStmfor Facom:, 50% interest in Steelcase Stmfor. Su Notes 8 and 20 to the Consolidated 
Financial Statements. 

(2) I n local currmcy, Stee!Ctlfe Strafor net saLes increased 9.8% in J 999 and J 9. J % ill J 998. 

(3) Wo rldwide net sales include. 0 11 a pro fo m2a basis. the Compfllly's consolidated net sales pillS those o/its unconsolidated European joint venture, Steelcasc StrtifOr. Net sales of all other 1ll1collSolid:ued 

joint ventures arid dealer transitiom are IIOt material. 



During 1999, the Company, along with the U.S. office 

furniture industry overall, experienced a slowdown in i rs 

growth. For 1998 and 1997, the Company's consolidated 

net sales grew faster than the industry, increasing by 

14 .6% and 1l.7 % , respectively. H owever, during 1999 

consolidated net sales were essentially flat, lagging U.S. 

industry grow th , which as reported by The Business and 

Institutional Furniture Manufacturers ' Association 

("BIFMA") approximated 7.8% for the calendar year ended 

D cember 31 1998. Pro forma worldwide net sales, which 

l"eflect Steelcase Strafor as if the joint venture were 

consolidated, generally fo llowed the same trend line as 

consolidated net sales. However, within Europe, Steelcase 

Strafor experienced a greater growth rate over the three 

year period in local currency due to a strengthening 

economy and the success of new product introductions. 

The growth has been spread across most key markets, as 

well as Eastern Europe and ot er new markets that the 

joint venture has pursued in rhe past three years. 

Steelcase Stfafor Net Sales by Country 

Other 

France 

Spain 

United Kingdom 

Domestic - U. . only. The Company's largest market, the 

U.S., includes the following Steelcase operations: Steel, the 

Steelcase Design Partnership ("SDP"), Turnstone, Steelcase 

Wood and Revest. While substantially all U.S. net sales 

are processed and serviced through the dealer nerwork, the 

Company segregates dealer sales between rhose contracred 

solely by its dealers - its primary U .S. distriburion 

channel, and rhose contracted directly by the Company -

typically large corporate account business . Fluctuations 

within rhe different operations and distribution channels 

have resulted in U.S. ner sales growth rares of 0 .6%, 

15 .8% and 8. 3% in 1999,1998 and 1997, respectively. 

U.S. Net Sales by Distribution Channel 
.~ Sold alid Sen;iced Throllgh Dealer.r 

Contracted Solely 
by Dealen* 

For 1999 , 1998 and 1 S>97, sales contracted solely by the 

Company's dealers grew by approximarely six percent, 

12 percent and 14 percent, respectively. Large corporate 

account business in rhe same periods experienced 

double-digit g rowth in 1998 and 1997 , and a double-digit 

decline in 1999 . Orher disrriburion channels include 

government, education and institution, and orher sectors, 

none of which significantly impacted U.S. growth trends in 

the reported periods. U.S. net sales growth in 1998 and 

1997 resulred primarily from increases in unit sales across 
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most product categories reflecting strong industry 

fundamentals. In 1999, the industry began ro soften due to 

the financial volatility in Asian and Latin American 

markets, which, along with a high level of domestic merger 

and acquisition activity within the U.S. Fortune 500 

companies, contributed to the double-digit decline in the 

Company's large corporate account business channel. 

Management believes that the uncertainties posed by tbese 

global economics significantly influenced corporate capital 

spending decisions, thereby causing delays of anticipated 

projects throughout the course of 1999. While some of 

these projects are beginning ro resurface during the current 

year, many remain delayed, possibly due to ongoing global 

economic uncertainty and general corporate concern over 

the potential impact of Year 2000 issues and their 

disruption on the business world. 

In 1998 and 1997, the Company's Steel operations, which 

include its primary product lines (office furniture systems, 

seating, storage solutions, interior architectural products, 

and desks and casegoods), benefited from strong industry 

fundamentals, resulting in growth in unit sales across most 

product categories. In 1999, as the industry softened, these 

product categories were impacted by the deferred spending 

actions within the Company's large corporate account 

business, resulting in declines across the same product 

u.s. Net Sales by Operation 

SDp, Turnstone, 
\¥Iood Cl1ld Reves! II 

SteeIO/leI"Cltium 

categories that benefited from a strong industry in 1998 

and 1997. However, in 1999, the Company continued to 

experience double-digit growth in all other U .S. operations. 

Acquisitions did not have a material impact on U .S. net sales 

for any of the reported periods. 

Interl1atio11al and Canada. In 1998 and 1997, the 

International and Canadian segment experienced growth 

of 11.6% and 19.0%, respectively, due to strong export 

sales to both Latin America and the Middle East in both 

years, office furniture industry growth in Canada in 1998 

and acquisi tions in 1997. In 1999, tbe Internatjonal and 

Canadian segment decreased 9.8% due to several factors 

including: first, although Canadian net sales in local 

currency increased 6.0% for the year, unfavorable 

exchange rates entirely offset the growth; second, the 

Company experienced a reduction in export projects 

to Latin America and flat sales in Asia due to local 

economic conditions; and third, the Company's Japanese 

subsidiary was reorganized during the third quarter of 

1998 and as a result now receives royalty income instead 

of recording the related net sales. 

Sen ice (wd otber busil1esses. Services and other businesses, 

which more than doubled in 1997, were virtually flat in 

1998 and declined by 6.2% in 1999, were impacted by an 

acquisition at the beginning of 1997 and the disposal of a 

product line and distributor witbin the Company's marine 

business at the end of the third quarter of 1998. 



Gr055 roflt 

The Company's gross profit as a 

percentage of net sales decreased 

slightly in 1999 ro 36.1 % from 

36.4% in 1998, after increasing 

in 1998 and 1997. These 

improvements reflect increased 

overhead absorption through 

increased sales and the impact of a 

cost reduction program, initiated in 

1996, designed to improve raw 

materials sourcing, contain costs 

Gross Profit Margins 

and rationalize facilities. In the first two years of the cost 

reduction program, the Company was able to reap 

significant benefits by improving raw materials sourcing, 

leveraging the net sales growth by simultaneously 

containing costs and beginning to streamline 

manufacturing processes by culling iow volume surface 

materials, such as laminates, fabrics and paints. In 1998 

and 1999, however, efforts to reduce costs and improve 

efficiencies began to require upfront commitment of 

expenses and capital, replacement of various manufacturing 

equipment, changes in significant processes and 

consolidation of certain facilities. At the same time, the 

Company has been in the midst of raunching the largest 

new product portfolio in its history, experiencing expected 

disruptions and various inefficiencies. As a result, the 

benefits to be realized by most of the cost reduction efforts 

made in 1998 and 1999 are expected to occur in future 

periods, in some cases simply as time passes, but in others 

only as the Company's Steel operations experience unit 

sales growth. During the three-year period, pricing has not 

had a significant impact on gross margins; however, the 

Company continues to experience pressure on its discounts, 

especially as the industry softened during the current year. 

In prior years, the Company reported identifiable costs 

associated with furniture distribution process changes, 

the restructuring and disposition of a non-furniture 

related manufacturing facility, certain manufacturing 

equipment write-offs and other matters, which aggregated 

$18 .3 million for 1998 and $4.5 million for 1997. 

Management believes that costs similar to 1998 have been 

incurred during 1999, including the impacts of launching 

new products and the consolidation of the Company's 

chair plants. 

Selling, gener and administrative expenses 

Selling, general and administrative 

expenses as a percentage of net 

sales decreased to 24.5 % in 1999 

from 24.9% in 1998 and 26.2% in 

1997, reflecting management's cost 

containment and resource 

redeployment efforts. During the 

three-year period, investments in 

information systems and new 

product research, development and 

launch have been significant and 

Operating Expenses 

increasing. However, the Company has been focused on 

redeployment of resources in support of its strategic 

initiatives and therefore has been able to improve its 

operating expense leverage. In addition, the structure of 

the Company's management incentive plan, which is 

predominantly based on growth in the Company's 

performance, contributed to the current year's achievement 

of 24 .5% through a reduction in management bonuses. 
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In 1998, the Company reported that selling, general and 

administrative costs included aggregate costs of 

$11.0 million relating to the restructuring of a foreign 

subsidiary, the relocation of a showroom facility and the 

initial public offering and receipt by the Company of a net 

litigation settlement in the amount of $9.8 million. In 

addition, the Company reported in prior years that 1997 

included a subsidiary restructuring charge and an 

intangible asset write-off aggregating approximately 

$8.6 million. There were no similar costs or litigation 

settlements of a material nature in 1999. 

Patent litigation expenses 

In December 1996, the Company concluded a 17 -year 

patent litigation, which, net of reserves, reduced 1997 

net income by $123.5 million, or $0.80 per share 

(basic and diluted). See Note 13 to the Consolidated 

Financial Statements of the Company. 

Other income, net and Income taxes 

Overall, other income, net did not vary significantly during 

the three-year period. However, 1999 includes $5.8 million 

of interest income recorded in connection with the 

favorable resolution of income tax litigation discussed 

below. Other income, net is expected to be impacted in 

fiscal 2000 due to the acquisitions referenced above, 

including the remaining 50% of Steelcase Strafor, which 

was financed through cash and short-term borrowings that 

the Company expects to refinance in the first half of fiscal 

2000 as it finalizes its borrowing structure. 

Income tax expense as a percentage of income before taxes 

("the effective tax rate") approximated 37.0% in 1999, 

38.5% in F 98 and 46.0% in 1997. During 1999, the 

provision for income taxes benefited from the favorable 

resolution of income tax litigation dating back to 1989, 

primarily related to investment tax credits and accelerated 

depreciation on the Company's Corporate Development 

Center. The resolution of these matters contributed to a 

reduced effective tax rate for 1999 and resulted in interest 

income of $5.8 m illion. These tax matters increased 1999 

consolidated net income by $6.2 million, or $0.04 per 

share (basic and diluted). The effective tax rate in 1997 

was primarily attributable to the reduced level of income 

as a result of patent litigation expenses. T he Company's 

effective income tax rate is exp ected to increase as a result 

of the acquisition and consolidation of Steelcase Strafor, 

due to higher tax rates throughout most of Europe and the 

recording of non-deductible goodwill. 

Net Income 

For the reasons set fo rth above, net income and earnings 

per share (basic and diluted) increased over the three-year 

period at a compowld annual growth rate in excess of 

20%. Excluding the impact of patent litigat ion expenses 

in 1997, which reduced net income by $123 .5 m illion, 

net income growth by period approximated 2.0% in 

1999,43.5% in 1998 and 22.4% in 1997. 



LIQUIDITY AND CAPITAL RESOURCES 

H istorically, the Company's cash and capital requirements 

have b n satisfied through cash generated from operating 

activi ties. T hrough February 1999, the Company had no 

long-term debt. However, due to the payment of the special 

dividend in the fourth quarter of 1998 and the level of 

capital expenditures and acquisitions in 1999, cash, cash 

equivalents and short-term investments were less than 

80.0 million as of February 26, 1999. Further, on 

Ap.ril 22, 1999. the Company acquired the remaining 50% 

quity interest of Steelcase Strafor held by Strafe r Facom 

S.A. T he purchase price approximated $225.2 million and 

was funded by approximately $75.1 million from existing 

cash balances and approximately $150. 1 million of 

sh rt-term borrowings that the Company expects to 

refinance in the first half of fiscal 2000 as it finalizes its 

borrowing struerure. See Note 20 to the Consolidated 

Financial Statements. These borrowings, in addition to cash 

generated from future operations, are expected to be 

sufficient to finance the known or foreseeable future 

liquidity and capital needs of the Company. 

Cash provided by operating activities 

Cash provided by operating activities totaled 

$ 07.7 m illion for 1999, $ 3 3 3.4 million for 1998 and 

$80.8 million for 1997 . These funds resulted primarily 

from net income excluding non-cash charges such as 

depreciation and amortization, net of increases in accounts 

receivable and notes receivable and leased assets. The 

Company continues to invest in its leasing portfolio, which 

includes both direer financing and operating leases of office 

furn iture products. The Company's net investment in 

leased assets increased from $165.8 million as of February 

27,1998 to $233.1 mill ion as of February 26,1999. 

Operationally, management continues to closely monitor 

its accounts receivable and inventories, attempting to 

maximize the number of inventory turns per year and 

minimize the impact of increasing international 

receivables , which typically have longer payment terms 

than domestic dealers . The number of days that the 

accounts receivable arising ftom sales to domestic dealers 

remain outstanding continues to approximate 30 days . 

Cash used in innsting adivities 

Cash used in investing activities totaled $290.0 million in 

1999, $149.9 million in 1998 and $75.4 million in 1997 . 

The increases have resulted from increases in capital 

expenditures, joint venture transaerions and corporate 

acquisitions. 

The Company's capital expenditures were $170.4 million 

in 1999, $126.4 million in 1998 and $122.0 million in 

1997, reflecting investments in excess of depreciation for 

each of the last three years. Capital expenditures continue 

to include increased investments in manufacturing 

equipment expected to improve productivity and safety, 

increase capacity, decrease the impact on the surrounding 

environments in which the Company operates and 

facilitate the launch of new products. In addition, 1999 

refleers the purchase of two facilities in the San Francisco 

Bay area for approximately $26.0 million. These facilities 

will be used to relieve local production constraints and 

relocate the west coast Work Life Center to Palo Alto, 

California. Further, 1999 reflects initial investments in the 
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Company's Corporate Learning and Development Center, 

the space for which is being constructed using vacant 

manufacturing space and Pathways-based products. The 

Company expects capital expenditures in fiscal 2000 to 

equal or exceed 1999 levels due to the planned 

construction of a new wood facility, which is expected to 

approximate $?>4.0 million, and the continued investment 

in new product development, information systems and 

corporate and showroom facilities. 

Joint venture transactions in the three-year period include 

repayment of a note receivable from Steelcase Strafor in 1997 

in the amount of $43.0 million and issuance of a note 

receivable to the joint venture in 1999 in the amount of 

$66.4 million to equalize lending levels between the 

Company and Strafor Facom S.A. and fund in part the 

acquisition of Werndl BilroMobeL AG by Steelcase Strafor. 

Corporate acquisitions, aggregating $57.2 million in 

1999, reflect the complete ownership of ).M. Lynne and 

the partial ownership of Microfield Graphics, Clestra 

Hauserman and the Modernform Group Public Company 

Limited. 

Cash used in financing activities 

Cash used in financing activities totaled $53.3 million in 

1999, $254.4 million in 1998 and $40.4 million in 1997, 

reflecting dividends paid and certain common stock 

transactions. 

Quarterly dividends per share of common stock were 

$0.41 in 1999, $0 .39 in 1998 and $0.27 in 1997. In 

addition, the Company paid a special dividend in 1998 in 

the aggregate amount of $150.9 million, or approximately 

$0.97 per share of common stock. 

During 1999, eligible employees purchased shares of 

Class A Common Stock pursuant to the terms of the 

Employee Discount Option Grant, resulting in proceeds to 

the Company of $24.8 million. The shares for this grant, 

along with the shares for the Employee Stock Grant issued 

in 1998, were purchased by the Company from the selling 

shareholders in the initial public offering for $43 .5 million. 

In addition, the Company repurchased 794,300 shares of 

Class A Common Stock for $ 15 .0 million in 1999 under a 

three million share repurchase program authorized by the 

Board of Directors on June 17, 1998. Management 

anticipates that the stock repurchase program will not reduce 

the Company's tradable share float in the long run as it 

expects that Class B Common Stock will continue to convert 

to Class A Common Stock over time. Since the initial public 

offering in February 1998, approximately 9.3 million shares 

of common stock have converted from Class B to Class A. 



YEAR 2000 READINESS 

The Company is actively engaged in replacing or 

modifying all business software applications as well as 

manufacturing and other equipment with embedded 

technology that could fail or generate erroneous results by 

or at the Year 2000 ("Year 2000 issues"), an issue affecting 

Steelcase Inc. and most other companies. The Company 

intends that its business application systems, technical 

infrastructure components, and manufacturing equipment 

be Year 2000 ready by the end of June of 1999. However, 

management views the process of assessing and 

remediating Year 2000 issues as an ongoing process which 

will require continued focus, testing and verification 

throughout calendar 1999. 

The Company's Year 2000 readiness effort is comprised of 

five phases defined below: 

Awarene : Activities to ensure management and all 

affected employees are aware that Year 2000 issues exist. 

Asses.mlent: Includes the inventory of all potentially 

affected hardware, software, and embedded technology 

equipment, along with a determination as to whether or 

not they may be impacted by the Year 2000 issues. 

Remediation: Repairs, replacement, and/or modifications 

to eliminate the Year 2000 issues in hardware, software or 

equipment. 

Testing: Testing of the hardware, software or equipment to 

determine if the remediation was successful. 

Implemen.tation: Moving the hardware, software or 

equipment from a test status or test location to production 

usage. 

Although the Company's individual business units, 

majority-owned subsidiaries and unconsolidated joint 

ventures may be individually at different stages of 

readiness, the following comments summarize Steelcase 

Inc.'s state of readiness with respect to Year 2000 issues. 

Since 1994, the Company has been selectively replacing 

business software applications with SAP, a Year 2000 

compliant comprehensive information management 

system. This project is part of a strategic business plan 

ro upgrade the overall capabilities of the Company's 

business application systems. Costs to date specifically 

to address Year 2000 issues, separate from SAP 

implementations, have approximated $10 million. 

Future costs anticipated to remedy Year 2000 issues have 

been budgeted and are not expected to exceed an 

additional $10 million. Further, various individual 

business units, majori ty-owned subsidiaries and 

unconsolidated joint ventures are engaged in the 

implementation of Year 2000 compliant enterprise 

software systems. 
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In late 1995, the Company began its efforts to address 

those business applications which might not be replaced in 

time with equivalent SAP systems by engaging a third 

party specializing in the modification of business software 

applications. The engagement lasted through December 

1997, at which time the majority of remediation efforts 

related to those business software applications were 

substantially complete. Since that time, the Company has 

been testing those business software applications and as of 

February 26, 1999 had substantially completed the initial 

testing of those software applications. 

In December 1997, the Company established a Program 

Management Office ("PMO"), reporting to the Chief 

Information Officer of the Company. The PMO has the 

responsibility to provide oversight for the Company's 

Year 2000 readiness program that consists of the five 

phases noted above. These five phases will be employed 

for the following areas: business application software, 

manufacturing and other equipment with embedded chip 

technology, and evaluation and due diligence with respect 

to the Company's supply chain and distribution channel. 

The PMO is also responsible for periodic status reporting to 

the Company's executive management and to the Board of 

Directors. In addition, the Year 2000 PMO is providing 

oversight for the development and execution of contingency 

and business continuity planning efforts, which have begun 

in a number of the Company's business units. 

As of February 26, 1999, the Company had completed the 

assessment phase for the majority of its manufacturing 

facilities having embedded technology. The assessment 

resulted in minimal findings of non-compliance. The 

Company's manufacturing equipment is generally 

Year 2000 ready and is not anticipated to require 

significant reprogramming or replacement. Remediation 

and testing of the equipment identified as needing some 

reprogramming or replacement is expected to be 

substantially complete by mid-calendar year 1999. 

The Company initiated formal communications with 

production suppliers in January 1998 and with its dealer 

network in May 1998, inquiring as to their state of 

readiness. As of February 26, 1999, over 4,000 suppliers 

have been contacted, and from the responses received to 

date, the Company believes that its supply chain partners 

are actively seeking to become Year 2000 ready. The 

Company has initiated further in-depth analyses of the 

readiness of approximately 150 key suppliers. In 

addition, as of February 26, 1999, a majority of the 

dealers, both international and domestic, had responded, 

mostly with favorable self-assessment ratings . Many 

governmental agencies, however, may not be Year 2000 

compliant. It is difficult for Steelcase Inc. and most 

other companies to assess the likelihood, or the impact, 

if any, on their businesses, of such entities' failure to be 

Year 2000 compliant. 



The Company presently believes that, upon completion of 

its current plans for remediation of its business software 

applications as well as manufacturing and other equipment 

with embedded technology, Year 2000 issues will not 

present a materially adverse risk to the Company's future 

consolidated results of operations, liquidity or capital 

resources. However, if such planned remediation is not 

completed in a timely manner, the level of timely 

compliance by key suppliers or dealers is not sufficient, or 

if unforeseen circumstances arise, Year 2000 issues could 

have a material impact on the Company's operations 

including , but not limited to, delays in shipments of 

ptoducts resulting in loss of revenues, increased operating 

costs, loss of customers or suppliers, or other significant 

disruptions to the Company's business. The Company 

believes that its Year 2000 readiness program, including 

contingency and business continuity plans under 

development, should generally reduce the extent of 

materially adverse effects that Year 2000 related 

disruptions may have upon the Company. 

Contingency and business continuity planning activities 

have been initiated in various business areas within the 

Company. Additional planning will occur as the Company 

identifies those circumstances that would require 

development of a contingency and business continuity 

plan. The Company believes contingency and business 

continuity planning efforts to be ongoing activities, 

subject to frequent review throughout calendar year 1999. 

EURO CONVERSION 

On January 1, 1999, eleven of the fifteen member 

countries of the European Union established fixed 

conversion rates between their existing sovereign 

currencies and the Euro. There will be a transition period 

from January 1, 1999 through January 1, 2002, at which 

time all legal tender will convert to the Euro . The 

Company's primary exposure to the Euro conversion is 

concentrated in Steelcase Strafor. 

In December 1997, Steelcase Strafor created an internal 

Euro committee, a pan-European multifunctional team 

whose goal was to determine the impact of this currency 

change on products, markets, and information systems. 

At this time, Steelcase Strafor is preparing an 

implementation of unified price lists for dealers. The aim 

is to have three commercial zones in Europe within the 

three-year transition period, but no change is expected in 

calendar 1999. Steelcase Strafor is adapting and migrating 

its internal system in order to be Euro compliant by the 

end of calendar 1999. Steelcase Strafor is also assisting and 

educating its dealers to become Euro compliant. Training 

for employees will begin during the transition period. 

The transition period is anticipated to resolve difficulties 

in handling local currencies and the Euro simultaneously, 

while remaining flexible to the market. Steelcase Strafor 

sees the primary financial impact of the Euro conversion 

to be potential savings on foreign exchange hedging and 

commissions. Based on the Euro Committee's work to 

date, the Company does not expect the Euro conversion to 

have a material impact on Steelcase Strafor's financial 

position, or on the Company as a whole. 
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SAFE HARBOR PROVISION 

There are certain forward-looking statements under the 

Overview, Liquidity and Capital Resources, Year 2000, 

and Euro Conversion sections, particularly those with 

respect to the Company's future product offerings and 

liquidity and capital needs; future capital expenditures; 

conversion of Class B common shares to Class A common 

shares; the expected ability of and costs to the Company 

and its key customers, dealers and suppliers to successfully 

manage Year 2000 issues; and the impact of the Euro 

conversion on the financial position of Steelcase Strafor and 

the Company. Such statements involve certain risks and 

uncertainties that could cause actual results to vary from 

stated expectations. The Company's performance may 

differ materially from that contemplated by such 

statements for a variety of reasons, including, but not 

limited to, competitive and general economic conditions; 

changes in customer order patterns; continued success in 

technological advances, including development and 

implementation of new processes and strategic products for 

specific market segments; the ability to grow new 

businesses and successfully integrate and operate any 

acquired businesses; the impact on the Company's business 

due to internal systems or systems of suppliers, key 

customers, dealers and other third parties adversely affected 

by Year 2000 issues; costs, including claims, due to Year 

2000 issues and remediation efforts; the future success of 

new products and their impact on our manufacturing 

processes; the impact of the Euro conversion, and other risks 

detailed in the Company's 10-K Report for the year ended 

February 26, 1999, and its other filings with the Securities 

and Exchange Commission. 

RECENTLY ISSUED ACCOUNTING STANDARDS 

In June 1998, the Financial Accounting Standards Board 

issued Statement of Financial Accounting Standards 

("SFAS") No. 133, Accounting/or Derivative blstmments and 

Hedging Activities. This statement establishes accounting 

and reporting standards for derivative instruments, 

requiring recognition of the fair value of all derivatives as 

assets or liabilities on the balance sheet. This statement is 

effective for fiscal years beginning after June 15, 1999. 

Management intends to adopt the provisions of SFAS 

No. 133 during fiscal 2001. The impact of this 

pronouncement on the Company's financial results is 

currently being evaluated. 
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Consolidated Statements of Income 

(in millions, except pel' share data) 

Year Ended February 26, 1999 Febmary 27, 1998 Febmary 28 ,1997 

Net sales S 2,742.5 $ 2,760.0 $ 2,408.4 

Cost of sales 1,753.1 1,756.6 1,551.6 

Gross profit 989.4 1,003 .4 856.8 

Seiling, general and administrative expenses 672.7 686.0 630.4 

Patent litigation expense 84 .8 

Operating income 317.2 317.4 141.6 

Patent litigation interest expense 011.7) 

Other income, net 20.2 22 .6 21.4 

Income before provision for income taxes and equity in 
net income of joint ventures and dealer transitions 337.4 340.0 51.3 

Provision for income taxes 124.9 130.9 23.6 

Income before equity in net income of 
joint ventures and dealer transitions 212.5 209.1 27 .7 

Equity in net income of joint 
ventures and dealer transitions 8.9 7.9 

Net income S 221.4 $ 217 .0 $ 27.7 

Earnings per share (basic and diluted) S 1.44 $ 1.40 $ 0.18 

Tbe accompanying ?lOtes are an integl'al part of these consolidated fina/lCial statements. 
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S -j IlELCAS E 1 N C 

Con solidate d Balance She ets 

(in milljollS, except share data) 

february 26, 1999 Febmary27. ]998 

ASSETS 

Current assets: 

Cash and cash equivalents S 61.S $ 103.1 

Short-term investments 8.6 13.0 

Accounts receivable, less allowances 

of $27.6 and $31.8 348.9 364.3 

Notes receivable and leased assets 140.4 142.1 

Income taxes receivable 32.8 

Inventories 96.S 105.8 

Prepaid expenses 6.8 7.5 

Deferred income taxes 68.7 56.4 

Total current assets 737.4 825.0 

Property and equipment, net 739.0 671.2 

Notes receivable and leased assets 209.1 158.0 

Joint ventures and dealer transitions 210.4 11 5.9 

Deferred income taxes 40.S 50 .0 

Goodwill and other intangible assets, 

net of accumulated amortization of $25.6 and $21.5 99.6 66 .3 

Other assets 146.5 120.8 

Total assets S 2,182.5 $ 2,007. 2 

The acw/Ilpanying notes are all integral part of these {omolidated fillancial statements. 
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ST~ELCASE IN 

Consolidated Balance Sheets 

LIA BI LITIES AND SHAREHOLDERS' EQUITY 

Current liabi lities: 

Accounts and notes payable 

Accrued expenses: 

Employee compensation 

Employee benefit plan obligations 

Other 

Total current liabilities 

Long-term liabilities: 

Employee benefit plan obligations 

Other long-term liabilities 

Tot I I ng-term liabilities 

Total Iiabili ties 

Commitments and contingencies 

Shareholders' equity: 

Preferred Stock-no par value; 50,000,000 shares 

authorized, none issued and outstanding 

Class A Common Stock-no par value; 475,000,000 shares 

authorized, 23,676,407 and 14,122,040 issued and outstanding 

Class B Common Stock-no par value; 475,000,000 shares 

authorized, 129,942,288 and 139,245,676 issued and outstanding 

Accumulated other comprehensive income 

Retained earnings 

Total shareholders' equity 

Total liabilities and shareholders' equity 

The accompanying notes are all integra! part of these consolidated financia! statements. 

(in millions, except share data) 

rllary 26, 1999 February 27, 1998 

S 102.1 $ 11 7.8 

92.8 103.9 

51.8 59.1 

200.1 189.1 

446.8 469.9 

222.8 19l.2 

12.9 13.7 

235.1 204.9 

682.5 674.8 

78.0 41.1 

301.4 328.5 

(15.0) (14.5) 

1,135.6 977.3 

1,500.0 1,33 2.4 

S 2,182.5 $ 2,007.2 

37 



1 E E L A S E 

Consolidated Statements of Changes in Shareholders' Equity 

(ill millirJlls) 

Acc/lIIl1/laled Other Total Total 

COlilmon Stock ComprehenJive Retained Shareholden' C ornprebenJ ive 

ClaJJ A Clem B Income Earnings Eqllity Income 

February 23, 1996 $ $ 408.9 $ 0.8 $ 983.9 $ 1,393.6 

Common stock issuance 1.4 1.4 

Other comprehensive income (0.9) (0.9) $ (0.9) 

Dividends paid (41.8) (41.8) 

Net income 27.7 27.7 27.7 

Febr/lary 28. ]997 408.9 (0.1) 971.2 1,380.0 $ 26.8 

Common stock conversion 36.9 (36.9) 

Common stock repurchase (43.5) (43.5) 

Employee stock grant 4.2 4.2 

Other comprehensive income (14.4) (14.4) $ (14.4) 

Dividends paid (210.9) (210.9) 

Net income 217 .0 217.0 217.0 

February2? ]998 41.1 328.5 (14.5) 977.3 1 ,332.4 202.6 

Common stock conversion 27.1 (27.1) 

Common stock repurchase (15 .0) (15.0) 

Common stock issuance 24.8 24.8 

Other comprehensive income (0.5) (0.5) $ (0.5) 

Dividends paid (63 .1) (63.1) 

Net income 221.4 221.4 221.4 

februlTry 26, 1999 S 78.0 S 301.4 S (15.0) S 1,135.6 S 1,500.0 S 220.9 

The accompall)ling notes are an irlfegral part of these consolickted financiaL statemellts. 
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TEE L A 1 N 

Consolidated Statements of Cash Flows 

Year Ended 

OPERATING ACTIVITIES 

Net income 

Adjustments to reconcile net income to 

net cash provided by operating activities: 

Depreciation and amortization 

Pension and postretirement benefit costs 

Loss on disposal of assets 

Employee stock grant 

Deferred income taxes 

Equity in net income of joint ventures 

and dealer transitions 

Changes in operating assets and liabilities, 

net of corporate acquisitions: 

Accounts receivable 

Notes receivable and leased assets 

Inventories 

Prepaid expenses and other assets 

Accounts and notes payable 

Accrued expenses and other liabilities 

Net cash provided by operating activities 

INVESTING ACTIVITIES 

Capital expenditures 

Proceeds from the sale of facilities 

Net change in investments 

Joint ventures and dealer transitions 

Corporate acquisitions, net of cash acquired 

Net cash used in investing activities 

FINANCING ACTIVITIES 

Common stock issuance 

Common stock repurchase 

Dividends paid 

Net cash used in financing activities 

Net decrease in cash and cash equivalents 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 

february 26, 1999 

S 221.4 

s 

107.0 
22.1 

(2.7) 

(S.9) 

15.4 
(52.2) 

9.3 
(20.6) 
(1S.7) 

37.0 
307.7 

(170.4) 

4.4 
(66.S) 
(57.2) 

(290.0) 

24.8 
(1S.0) 
(63.1) 
(53.3) 
(35.6) 

103.1 
67.5 

The tTcco1llpanyillg notes are em integretl part of these consolidated financial ,ftatements, 

February 27, 1998 

$ 217,0 

95,3 

17,9 

4,3 

4,2 

(4,7) 

(7 .9) 

06.7) 

(69.3) 

2.2 

3.7 

12,7 

94.7 

333.4 

( 126.4) 

1.2 
(20.7) 

O.S 
(4.S) 

(149,9) 

(43.5) 

(210.9) 

(254.4) 

(70,9) 

174.0 

$ 103.1 

(ill milliom) 

FebYlltlry 28, 1997 

$ 27,7 

93.4 

16,2 

14,0 

1.S 

(59.9) 

(45.9) 

31.5 
0.5) 

12.3 

(6.S) 
SO.S 

(122.0) 

7.5 

6.6 

36.5 
(4.0) 

(75.4) 

1.4 

(41.S) 
(40.4) 

05.0) 

209.0 

$ 174.0 
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S T E 1. C A E J N C. 

Notes to Co nsolidated fina ncial Statements 

Note 1 

NATURE OF OPERATIONS 

Steelcase Inc. and its majority-owned subsidiaries (the 

"Company") represent the world's largest manufacturer and 

provider of office furniture, office furniture systems and 

related products and services. The Company manufactures at 

30 facilities in the United States, Canada and Mexico and, 

through international subsidiaries, joint ventures and 

licensing arrangements, at approximately 20 facilities 

throughout the rest of the world. The Company distributes its 

products through a worldwide network of independent dealers 

in approximately 680 locations including approximately 

450 in the United States and Canada and approximately 

230 throughout the rest of the world. The Company operates 

on a worldwide basis within a single industry segment. 

Steelcase Strafor, a 50% owned joint venture with Strafor 

Facom S.A., is a leading office furniture company in Europe 

with 15 manufacturing facilities and dealers in more than 

200 locations. See Note 20 regarding the April 22, 1999 

acquisition by the Company of the remaining 50% equity 

interest in the joint venture from Strafor Facom S.A. 

Note 2 

SUMMARY OF SIGNIFICANT 

ACCOUNTING POLICIES 

P1"inciples of C omolidatiol1 

The consolidated financial statements include the accounts 

of Steelcase Inc. and its majority-owned subsidiaries, 

except for dealers which the Company has acquired with 

the intention of reselling as soon as practicable ("dealer 

transitions"). All significant intercompany accounts, 

transactions and profits have been eliminated in consolidation. 

Foreign currency-denominated assets and liabilities are 

translated into U.S. dollars at the exchange rates existing at 

the balance sheet date. Income and expense items are 

translated at the average exchange rates during the respective 

periods. Translation adjustments resulting from fluctuations 

in the exchange rates are recorded in accumulated other 

comprehensive income, a separate component of shareholders' 

equity. Gains and losses resulting from exchange rate 

fluctuations on transactions denominated in currencies other 

than the functional currency are not material. 

The Company's investments in joint ventures and dealer 

transitions are carried at its equity in the net assets of those 

entities primarily based on audited financial statements for 

each applicable year. 

Year End 

The Company's year-end is the last Friday in February with 

each fiscal quarter including 13 weeks, except for the quarter 

ended February 28, 1997 which included 14 weeks. Fiscal 

years presented herein include the 52-week periods ended 

February 26,1999 and February 27,1998, and the 53-week 

period ended February 28, 1997. 



Revenue Recognition 

Net sales include product sales, service revenues and leasing 

revenues. Product sales and service revenues are recognized as 

p roducts are shipped and services are rendered. Leasing 

revenue includes interest earned on the net investments in 

leased assets, which is recognized over the lease term as a 

constant percentage return. Service and leasing revenues are 

not material. 

Cash Equivalents 

Cash equivalents consist of highly liquid investments, primarily 

interest-earning deposits, treasury notes and commercial paper, 

with an original maturity of three months or less. Cash 

equivalents are reported at amortized cost, which approximates 

market, and approximated $72.9 million and $119.1 million as 

of February 26, 1999 and February 27, 1998, respectively. 

Long-term bwestments 

The Company accounts for its long-term investments, in 

ac rdance with Statement of Financial Accounting Standards 

("SFAS") No.11S, Accounting for Certain Investments in Deht and 

Equity Securities. The Company currently classifies its 

investments as available-for-sale or held-to-maturity. 

Investments classified as available-for-sale approximated 

$S.S million as of February 26, 1999. There were no 

investment balances classified as available-for-sale at 

February 27, 1998. Gross unrealized gains and losses, net of 

taxes, are credited or charged to accumulated other 

comprehensive income, a separate component of shareholders' 

equity. Investments classified as held-to-maturity typically 

include treasury notes, tax-exempt municipal bonds and other 

debt securities which the Company has the positive intent and 

ability to hold until maturity. These investments are reported 

at amortized cost. Investments classified as long-term mature 

over the next five years. 

bwentories 

Substantially all inventories are valued based upon last-in, 

first-out ("LIFO") cost, not in excess of market. 

Property and Equipment 

Property and equipment are stated at cost and depreciated 

using the straight-line method over the estimated useful lives 

of the assets, which average 26 years for buildings and 

improvements and eight years for all other property and 

equipment. In addition, internal-use software applications and 

related development efforts are capitalized and amortized over 

the estimated useful lives of the applications, which do not 

exceed five years except for certain business application systems 

which approximate ten years. Software maintenance, Year 2000 

related matters and training costs are expensed as incurred. 

Cotporate-Owrled Life Insurance 

The Company carries investments in corporate-owned life 

insurance ("COLI") policies, which were purchased to fund 

employee benefit plan obligations. The assets are recorded at 

their net cash surrender values as reported by the issuing 

insurance companies associated with the COLI. 

Goodwill arId Other Intangible Assets 

Goodwill and other intangible assets resulting from business 

acquisitions are stated at cost and amortized on a straight-line 

basis over a period of IS years if acquired subsequent to 

February 28, 1995, or 40 years if acquired prior thereto. 

Amortization expense approximated $4.1 million, $4.2 million 

and $4.0 million for 1999, 1998 and 1997, respectively. 
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T Eli l CAS IN 

Notes to Cons olidated Financial Statements 

The Company reviews long-lived assets, including goodwiH 

and other intangible assets, for impairment whenever events 

or changes in circumstances indicate that the carrying amount 

of an asset may not be fully recoverable. If it is determined 

that an impairment loss has occurred based on expected future 

cash flows, a current charge to income is recognized. 

Product Related Expenses 

Research and development expenses, which are expensed as 

incurred, approximated $75.0 million, $70.0 million and 

$65 .0 million for 1999, 1998 and 1997, respectively. 

Self-Ins tJrallce 

The Company is self-insured for certain losses relating to 

workers ' compensation claims, employee medical benefits and 

product liability claims. The Company has purchased stop-loss 

coverage in order to limit its exposure to any significant levels 

of workers' compensation and product liability claims. 

Self-insured losses are accrued based upon the Company's 

estimates of the aggregate liability for uninsured claims 

incurred using certain actuarial assumptions followed in the 

insurance industry and the Company's historical experience. 

The accrued liabilities for self-insured losses included in other 

accrued expenses in the accompanying consolidated balance 

sheets are as follows: 

Workers' compensation 
claims 

Product liability claims 

feb 26, 1999 

S 18.6 

11.5 

S 30.1 

(in milliom) 

Feb 27. 1998 

$ 16.8 

11.5 

$ 28 .3 

The Company maintains a Voluntary Employees' Beneficiary 

Association eVEBA") to fund employee medical claims covered 

under self-insurance. The estimates for incurred but not reported 

medical claims, which have been fully funded by the Company 

in the VEBA, approximated $7.9 million and $8.0 million as of 

February 26, 1999 and February 27, 1998, respectively. 

P1"odllct W'arrcmty 

The Company offers a lifetime warranty on Steelcase brand 

products, subject to certain exceptions, which provides for 

the free repair or replacement of any covered product or 

component that fails during normal use because of a defect in 

design, materials or workmanship. Accordingly, the 

Company provides, by a current charge to operations, an 

amount it estimates will be needed to cover future warranty 

obligations for products sold. The accrued liability for 

warranty costs included in other accrued expenses in the 

accompanying consolidated balance sheets approximated 

$20.6 million and $21.3 million as of February 26, 1999 

and February 27, 1998, respectively. 

Ellvh"onmelltal Matters 

Environmental expenditures that relate to current operations 

are expensed or capitalized as appropriate. Expenditures that 

relate to an existing condition allegedly caused by past 

operations, that are not associated with current or future 

revenue generation, are expensed. Liabilities are recorded 

when material environmental assessments and remedial efforts 

are probable, and the costs can be reasonably estimated. 

Generally, the timing of these accruals coincides with 

completion of a feasibility study or the Company's 

commitment to a formal plan of action . The accrued liability 

for environmental contingencies included in other accrued 

expenses in the accompanying consolidated balance sheets 

approximated $10.7 million and $11. 7 million as of 



February 26, 1999 and February 27, 1998, respectively. Based 

on the Company's ongoing oversight of these matters, the 

Company believes that it has accrued sufficient reserves for 

remediation costs of all known sites. 

Ad-vertis in g 

Advertising costs, which are expensed as incurred, 

approximated $11.3 million, $7.9 million and $6.0 million 

for 1999, 1998 and 1997, respectively. 

Income Taxes 

Deferred tax assets and liabilities are recognized for the future 

tax consequences attributable to temporary differences 

between the financial statement carrying amounts of existing 

assets and liabilities and their respective tax bases, and are 

measured using enacted tax rates expected to apply to taxable 

income in the years in which the temporary differences are 

expected to reverse . 

Earnings Per Share 

Basic earnings per share is based on the weighted average 

number of shares of common stock outstanding during each 

period. It excludes the dilutive effects of additional common 

shares that would have been outstanding if the shares, under 

the Company's Stock Incentive Plans, had been issued. 

Diluted earnings per share includes the effects of the 

Company's Stock Incentive Plans. The weighted average 

number of shares outstanding for basic and diluted 

calculations were 153.8 million, 154.8 million and 

154.7 million for 1999,1998 and 1997, respectively. 

Stock-Based Compensation 

SFAS No. 123, Accounting for Stock-Based Compensation, 

encourages entities to record compensation expense for 

stock-based employee compensation plans at fair value, but 

provides the option of measuring compensation expense using 

the intrinsic value method prescribed in Accounting Principles 

Board ("APB") Opinion No. 25, Accounting for Stock Issued to 

Employees. The Company has elected to account for its Stock 

Incentive Plans in accordance with APB Opinion No. 25. 

Pro forma results of operations for the Company, as if the fair 

value method prescribed by SFAS No. 123 had been used to 

account for its Stock Incentive Plans, are presented in Note 12. 

Fair Value of Financial Imtruments 

The carrying amount of the Company's fin ancial instruments, 

consisting of cash equivalents, investments, accounts and 

notes receivable, accounts and notes payable and certain other 

liabilities, approximate their fair value due to their relatively 

short maturities. 

A CCOlmting for Derivative Instruments and 

Hedging Activities 

In June 1998, the Financial Accounting Standards Board 

issued SFAS No. 133, A ccounting for DeritJettive Instmments and 

Hedging Activities. This statement establishes accounting and 

reporting standards for derivative instruments, requiring 

recognition of the fair value of all derivatives as assets or 

liabilities on the balance sheet. This statement is effective for 

fiscal years beginning after June 15, 1999. Management 

intends to adopt the provisions of SFAS No. 133 during 

fiscal 2001. The impact of this pronouncement on the 

Company's finan cial results is currently being evaluated. 
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STE.EL.CA.E INc . 

Notes to Co nsolid ated Fina ncial State ment s 

Use of Estimates 

The preparation of financial statements in conformity with 

generally accepted accounting principles requires management 

to make estimates and assumptions that affect the amounts 

and disclosures in the consolidated financial statements and 

accompanying notes. Although these estimates are based on 

management's knowledge of current events and actions it 

may undertake in the future, they may ultimately differ 

from actual results. 

Nole 3 

COMPREHENSIVE INCOME 

Pursuant to SFAS No. 130, Reportillg Comprehemi-v'e Income, the 

Company has reported the components of total comprehensive 

income in the accompanying consolidated statements of 

shareholders' equity. Total comprehensive income is comprised 

of net income and all changes to shareholders' equity, except 

those due to investments by owners and distributions to 

owners. For the Company, other comprehensive income 

consists of foreign currency translation adjustments, 

unrealized gain (loss) on investments, and minimum pension 

liabilities, as follows: 

(ill milliom) 

Yeal' Elided Feb 26, 1999 Feb 27, 799 13 Feb 28. 19':) 7 

Other comprehensive 
income/(loss), net of tax: 

Foreign currency 
translation adjustments S 0.7 

Unrealized loss on 
investments 

Minimum pension 
liabili ties 

(0.7) 

(O.S) 

Other comprehensive income S (0.5) 

$ (14.4) $ (0.9) 

$ (14.4) $ (0.9) 

Note 4 

INITIAL PUBLIC OFFERING 

On September 17, 1997, the Board of Directors of the 

Company (the "Board") authorized management to begin the 

process necessary for registration of the Company's Common 

Stock under the Securities Act of 1933, as amended, in order 

to permit the Company's shareholders to make a U.S. and 

international public offering (the "Offerings") of a portion of 

their shares (the "Selling Shareholders"). On October 27, 1997, 

the Board (i) declared a special dividend in the aggregate 

amount of $150.9 million, which was paid on January 9, 1998 

to Common Stock holders of record as of December 2, 1997 

(the "Special Dividend") and (ii) approved a proposal which was 

presented to the shareholders by proxy and subsequently 

approved on December 2, 1997 at a special meeting. In 

general, the approved proposal (a) effected a recapitalization 

of the Company's capital stock (the "Recapitalization"), 

(b) made certain other changes to the Restated Articles of 

Incorporation and By-laws which are typical of public 

companies and (c) provided for the adoption of equity-based 

incentive and investment plans for employees of the Company 

(collectively, the "Stock Incentive Plans"). 



While the Srock Incentive Plans became effective upon 

approval by the Company's shareholders on December 2,1997, 

the Recapitalization and other changes to the Restated Articles 

of Incorporation and By-laws became effective upon their filing 

with the State of Michigan which occurred on February 20, 

1998. The Offerings, which occurred on February 18, 1998 

and closed on February 25, 1998, included 13,972,500 shares 

of Class A Common Srock at an initial public offering price per 

share of $28.00. In addition, the Company purchased 

1,650,000 shares of Class B Common Srock from the Selling 

Shareholders at the same price at which the shares of Class A 

Common Srock were sold to the Underwriters in the Offerings 

to ful fill the Employee Stock Grant and the Employee 

Discount Option Grant (the "Stock Repurchase") discussed in 

Note 12. This Stock Repurchase aggregated $43.5 million. 

Note 5 

INVENTORIES 

Inventories consist of: 

(in milliom) 

Feb 26, 1999 Feb 27, 1998 

Finished goods S 40.9 $ 

W ork in process 32.3 

Raw materials 70.8 

144.0 

LIFO reserve (47.5) 

S 96.5 $ 

The effect of LIFO liquidations on net income was 

$4.1 million, $0.6 million and $5.4 million for 1999, 

1998 and 1997, respectively. 

42.9 

30.8 

83 .7 

157.4 

(51.6) 

105.8 

Nole 6 

PROPERTY AND EQUIPMENT, NET 

Property and equipment, net consist of: 

Land 

Buildings and improvements 

Machinery and equipment 

Furniture and fixtures 

Leasehold improvements 

Capi tali zed software 

Construction in progress 

Accumulated depreciation 
and amortization 

feb 26, 1999 

S 43.3 

650.8 

984.7 

72.1 

45.8 

59.8 

82.2 

1,938.7 

(l,199.n 

S 739.0 

(i" milliollS) 

Feb 27, 1998 

$ 35 .5 

626.0 

927.4 

69.9 

36.2 

37.4 

77.2 

1,809.6 

(1,138.4) 

$ 671.2 

Depreciation and amortization expense approximated 

$102.9 million, $91.1 million and $89.4 million for 1999, 

1998 and 1997, respectively. Construction in progress consists 

of numerous equipment and facility projects, none of which 

are individually material. 
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Notes to ConsoHdated Financi al Sta tements 

Note 7 

NOTES RECEIVABLE AND LEASED ASSETS 

Notes receivabre and leased assets consist of: 

Feb 26, 1999 

Notes receivable: 

Project financing $ 19.3 

Asset-based lending 63.4 

Ownership transition financing 41.2 

Net investment in leased assets 233.1 

Allowance for losses (7.5) 

349.5 

Current portion 140.4 

Long-term portion $ 209.1 

( in IIljlljom) 

Feh 27, 1998 

$ 38.6 

51.5 

54.6 

165.8 

(10.4) 

300.1 

142.1 

$ 158.0 

Notes receivable include three distinct programs of dealer 

financing: project financing, asset-based lending and 

ownership transition financing . Through these programs, the 

Company helps dealers secure interim financing, establish 

working capital lines of credit, finance ownership changes and 

restructure debt. 

The terms of notes receivable range from a few months for 

project financing to 10 years for certain ownership transition 

financing. Interest rates are both floating and fixed, reaching up 

to 12% as of February 26,1999. The loans are generally 

secured by certain dealer assets and, in some cases, the common 

stock of the dealership. Unused asset-based lending credit lines 

approximated $45 .0 million as of February 26, 1999, subject to 

available collateral. These commitments generally expire in one 

year and are reviewed periodically for renewal. 

The Company's net investment in leased assets includes 

both direct financing and operating leases. Direct financing 

leases consist of the present value of the future minimum 

lease payments receivable (typically over three to five years) 

plus the present value of the estimated residual value 

(collectively referred to as the net investment). Residual 

value is an estimate of the fair value of the leased equipment 

at the end of the lease term, which the Company records 

based on market studies conducted by independent third 

parties. Operating leases as of February 26, 1999 and 

February 27, 1998 were not material. 

Note 8 

JOINT VENTURES AND DEALER TRANSITIONS 

The Company's investments in and advances to its 

unconsolidated joint ventures and dealer transitions are 

summarized as follows : 

( ;/1 l11 i lliom) 

feb 26, 1999 Feh 27, 1998 

Investment in Steelcase Strafor (1) $ 121.5 $ 10l.8 

Steelcase Strafor note receivable (1) 66.4 

Investments in dealer transitions 7.1 9.6 

Other joint ventures and alliances 15.4 4.5 

$ 210.4 115 .9 

( I) See Note 20 regardillg the April 22. 1299 acquisition by the Company of the remai'ling 

50% equity interest in the joint IJenture from Strafor Facom S.A. 

During 1999 and 1998, foreign currency translation 

adjustments of $5.0 million and $(1l.1) million , respectively, 

resulting from foreign currency denominated assets and 

liabilities of Steelcase Strafor and related fluctuations in 

exchange rates, were charged directly to accumulated other 

comprehensive income, a separate component of shareholders' 

equity in the accompanying consolidated balance sheets. 



In December 1998, the Company issued a note receivable to 

Steelcase Strafor in the amount of $66.4 million to equalize 

lending levels between Steelcase Inc. and Strafor Facom S.A. 

and fund in part the acquisition of Werndl BliroMobeL AG 

("Werndl") by the joint venture. Werndl is the second largest 

wood office furniture manufacturer in Germany with annual 

net sales in excess of $115 million. 

Investments in dealer transitions represent dealers which 

the Company has acquired with the intention of reselling 

as soon as practicable. Accordingly, the Company recognizes 

its share of earnings and losses from dealer transitions 

pursuant to the equity method of accounting. Accounts 

and notes receivable from these dealers approximated 

$25.0 mi llion and $23.6 million as of February 26,1999 

and February 27, 1998, respectively. 

Other joint ventures and alliances include Steelcase J eraisy 

Ltd. C'Jeraisy"), the Modernform Group Public Company 

Limited, Clestra Hauserman and Microfield Graphics. With 

the exception of Jeraisy, all of the other joint ventures and 

alliances occurred in 1999. 

The Company's equity in net income of joint ventures and 

dealer transitions consists of: 

(ill lfIil/iom) 

Year Ended feb 26, 1999 Feb 27, 1998 Feb 28, 1997 

50% share of Steelcase 
Strafor net income S 8.9 $ 5.6 $ 2.0 

Net income (loss) of 

dealer transitions 0.1 2.0 0.7) 

Other joint ventures, net (0.1) 0.3 (0.3) 

S 8.9 $ 7.9 $ -

Summarized financial information tor Steelcase Strafor, as 

of December 31, 1998 and 1997 and the three years ended 

December 31, 1998, is as follows: 

(ill milliollS) 

D ealllber 3 1, 1998 199 7 

Balance Sheet: 

Current assets S 300.0 $ 268 .7 

Property and equipment, net 146.6 126.5 

Other assets 180.3 99.4 

Total assets 626.9 494.6 

Current liabilities 294.5 197.9 

Long-term liabilities 108.7 93.2 

Total liabilities 403 .. 2 29l.1 

Net assets S 223.7 $ 203 .5 

(ill mil/iom) 

Year Ended Decelilber 3 1, 1998 1997 1996 

Results of Operations: 

Net Sales (I) S 506.9 $ 468.6 $ 448.3 

Operating income (l) 33.3 26.5 27.2 

Net income 17.9 1l.2 4 .0 

(1) Stee/caJe Strajin net sales artd opemting income have been adjusted from amounts previously 
reported in order to conjOnn the cklssifications of certain sales deductiolls tlnd otha charges with 
those reflected in the Company's consolidated financial statements, These redanificatiolls were 
identified in connection with the Company's April 22, 1999 tlcquisition ofStrajor FacolnJ' 50% 
equity intemt ill Sta/ctlse Sirajor. See Note 20. 

Note 9 

OTHER ASSETS 

Other assets consist of: 

(ill mil/iollJ) 

F b 26, 1999 Feb 27, 1998 

Corporate-owned 

life insurance S 113.5 $ 95.0 

Long-term investments 12.9 16.9 

Other 20.1 8.9 

S 146.5 $ 120.8 
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Note 10 

EMPLOYEE BENEFIT PLAN OBLIGATIONS 

Employee benefit plan obligations consist of: 

(in milliom) 

Feb 26, 1999 Feb 27 , 1998 

Profit-sharing plans $ 38.4 $ 44.3 

Management incentive and 
deferred compensation plans 56.1 39.9 

Pension and postretirement plans: 

Pension benefi ts 18.4 15.7 

Postretirement benefits 161 .7 150.4 

274.6 250.3 

Current portion 51 .8 59.1 

Long-term portion S 222.8 $ 191.2 

Profit-Sharing Plans 

SubstantiaEy all employees are covered under the Steelcase 

Inc. Employees' Profit-Sharing Retirement Plan and the 

Steelcase Inc. Employees' Money Purchase Plan or under 

similar subsidiary plans. Annual Company contributions 

under the Steelcase Inc. Employees' Profit~Sharing Retirement 

Plan and similar subsidiary plans are discretionary and 

declared by the Board at the end of each fiscal year. Under the 

Steelcase Inc. Employees' Money Purchase Plan, annual 

Company contriburions are required in the amount of 5% of 

eligible annual compensation. Total expense under these plans 

approximated $70.1 mdiion, $79.4 million and $67.2 million 

for 1999, 1998 and 1997, respectively. 

Management Incentive and Deferred Compensation Plans 

The amended and restated Management Incentive Plan is an 

annual and long-term incentive compensation program that 

provides eligible key employees with cash payments based 

upon the achievement by the Company of specified financial 

performance goals measured by Economic Value Added 

("EVA"), as defined in the plan. 

Annual bonuses are payable after the end of tbe fiscal year 

and, therefore, are included in accrued compensation in the 

accompanying consolidated balance sheets, whereas 

long-term bonus amounts are paid our over a subsequent 

three-year period. The Company has furure retirement 

obligations ro certain employees in return for agreeing not 

to receive part of their compensation for a period of three to 

five years. Compensation withheld bas been invested in 

corporate-owned life insurance, which is expected to be 

sufficient ro cover such future obligations. 

Long-term management incentive and deferred compensation 

expense approximated $28.9 million, $2 1.2 million and 

$7.7 million for 1999,1998 and 1997, respectively. 

Pension and Postretirement Benefits 

During 1999, the Company adopted SFAS No. 132, Employers' 

Disclosures abotlt Pensions and Other Postretirement Benefits, which 

revised and standardized disclosures for pension and other 

postretirement benefit plans. 

The Company's pension plans include a non-qualified 

supplemental retirement plan that is limited to a select group 

of management or highly compensated employees. The 

obligations under this plan and otber defined benefit plans at 

its subsidiaries are included in the pension disclosure. 

The Company and certain of its subsidiaries have postretirement 

benefit plans that provide medical and life insurance benefits 

to retirees and eligible dependents. The Company accrues the 

cost of postretirement insurance benefits during the service 

lives of employees based on actuarial calculations for each plan. 



The following sets forth the revised disclosure requirements of SFAS No. 132: 

(in fIlilliofIJ) 

Pension PlallJ Postretireflle/lt Plans 

Feb 26, 1999 Feb 27, 1998 Feb 26, 1999 Feb 27. 1<)98 

CHANGE IN BENEFIT OBLIGATIONS: 

Benefit obligations, beginning of year $ 20.9 $ 19.5 S 180.2 $ 15l.5 

Service cost 2.0 0.9 5.5 3.8 

Interest cost 2.5 1.4 12.5 11 .8 

Amendments 14.3 1.9 9.3 

Net actuarial loss for prior year 0.6 0.8 11.5 

Plan participant's contributions 2.1 l.5 

Benefi ts paid (2.3) 0.7) (10.0) (9.2) 

Benefit obligations, end of the year 38.0 20.9 192.2 180.2 

CHANGE IN PLAN ASSETS: 

Fair value of plan assets, beginning of year 3.8 3.5 

Actual return on plan assets O.S 0.2 

Employer contributions 4.2 l.8 7.9 7.6 

Plan participant's contributions 0.3 2.1 l.5 

Benefits paid (2.3) 0.7) (10.0) (9.1) 

Other 8.3 

Fair value of plan assets, end of year 14.8 3.8 

Funded status (23.2) (17.1) (192.2) 080.2) 

Unrecognized prior service cost 10.1 9.2 

Unrecognized transition obligation 4.0 0.3 

Unrecognized net actuarial loss I.S l.5 20.4 20.6 

Net amount recognized $ (17.n $ 05.3) S (161.1) $ 050.4) 

AMOUNTS RECOGNIZED IN THE CONSOLIDATED BALANCE SHEETS 

Accrued benefit plan obligations S (18.4) $ 05 .7) $ (161.1) $ 050.4) 

Prepaid pension costs 0.2 0.4 

Accumulated other comprehensive income 0.5 
Net amount recognized S (17.7) $ (15.3) S (l61.n $ (150.4) 
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Year Elided 

COMPONENTS OF EXPENSE: 

Service cost 

Interest cost 

Amortization of prior year service cost 

Expected return on plan assets 

Amortization of transition obligation 

Recognized net actuarial (gain) loss 

Net expens 

WEIGHTED-AVERAGE ASSUMPTIONS: 

Discount rate 

Expected return on plan assets 

Rate of salary progression 

Feb 26, 1999 

S 2.0 

2.5 

(0.9) 

0.1 
(0.2) 

$ 3.7 

7.00% 

7.50% 

4.50% 

Pemioll Plam 

Feb 27, 1998 

$ 0.9 

1.4 

(0.3) 

$ 2.0 

7.00% 

8.00% 

4.50% 

Feb 28, 1997 

$ 0 .9 

1.4 

(0 .3) 

$ 2.0 

7.00% 

8.00% 

4 .50% 

Feb 26, 1999 

S 5.S 

12.5 

0.8 

0.2 

S 19.0 

7.00% 

4.50% 

(ill lII i lliollS) 

Postretiremmt Plam 

Feb 27. 1998 Feb 28, 1997 

$ 3.8 $ 3.0 

11.8 11.2 

0.3 

$ 15.9 $ 14.2 

7.00% 7.75 % 

4.50% 5.00% 

The assumed health care cost trend was 7.0% for 1999, 

gradually declining to 5.0% in 2004 and thereafter. A one 

percentage point change in assumed health care cost trend 

rates would have the following effects: 

Effect on total of service 

and interest cost components 

Effect on postretirement 

benefit obligation 

Qru percel/ tage OlZe percel/tage 

jioil/t mcrease poillt decrean 

$ 1.9 $ 0.7) 

$ 23.4 $ (20.7) 



Note 11 

CAPITAL STRUCTURE 

In connection with the 1998 Offerings discussed in Note 4, 

the Company effected a Recapitalization of its capital stock. 

Pursuant to the Recapitalization, which has been given 

retroactive effect in the accompanying consolidated financial 

statements, the following occurred: 

(i) to facilitate the Stock Split described below and future 

issuances of capital stock, the total number of authorized 

shares of capital stock of the Company was increased to one 

billion, consisting of 475,000,000 shares of Class A Common 

Stock, 475,000,000 shares of Class B Common Stock and 

50,000,000 shares of Preferred Stock, issuable in series; 

(ii) each of the existing shares of Common Stock was 

converted into one share of Class B Common Stock, and the 

Class B Common Stock resulting from that conversion was 

split on a 700-for-1 basis (the "Stock Split"), effected as a 

stock dividend of 699 additional shares of Class B Common 

Stock for each outstanding share; and 

(iii) immediately following the Stock Split, each of the 

existing shares of Class A Preferred Stock and Class B 

Preferred Stock (collectively, the "Existing Preferred Stock") 

was converted into that number of shares of Class B Common 

Stock determined by dividing their redemption values 

($103 and $2,000, respectively) by the initial public offering 

price of $28 per share of Class A Common Stock. 

Terms 01 Class A Common Stock and 

Class B Common Stock 

Each share of Class A Common Stock sold in the Offerings 

resulted from the conversion of one share of Class B Common 

Stock concurrently with the consummation of such sale. The 

holders of Common Stock are generally entitled to vote as a 

single class on all matters upon which shareholders have a 

right to vote, subject to the requirements of the applicable 

laws and the rights of any series of Preferred Stock to a 

separate class vote. Each share of Class A Common Stock 

entitles its holder to one vote, and each share of Class B 

Common Stock entitles its holder to 10 votes. The Class B 

Common Stock is convertible into Class A Common Stock on 

a share-far-share basis (i) at the option of the holder thereof at 

any time, (ii) upon transfer to a person or entity which is not 

a Permitted Transferee (as defined in the Second Restated 

Articles of Incorporation), (iii) with respect to shares of Class 

B Common Stock acquired after the Recapitalization, at such 

time as a corporation, partnership, limited liability company, 

trust or charitable organization ceases to be 100% controlled 

by Permitted Transferees and (iv) on the date which the 

number of shares of Class B Common Stock outstanding is 

less than 15% of the then outstanding shares of Common 

Stock (without regard to voting rights). 
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Except for the voting and conversion features, the terms of 

Class A Common Stock and Class B Common Stock are 

generally similar. That is, the holders are entitled to equal 

dividends when declared by the Board and generally will 

receive the same per share consideration in the event of a 

merger, and be treated on an equal per share basis in the event 

of a liquidation or winding up of the Company. In addition, 

the Company is not entitled to issue additional shares of 

Class B Common Stock, or issue options, rights or warrants to 

subscribe for additional shares of Class B Common Stock, 

except that the Company may make a pro rata offer to all 

holders of Common Stock of rights to purchase additional 

shares of the class of Common Stock held by them. 

Preferred Stock 

The Second Restated Articles of Incorporation authorize the 

Board, without any vote or action by the shareholders, to 

create one or more series of Preferred Stock up to the limit of 

the Company's authorized but unissued shares of Preferred 

Stock and to fix the designations , preferences, rights, 

qualifications, limitations and restrictions thereof, including 

the voting rights, dividend rights, dividend rate, conversion 

rights, terms of redemption (including sinking fund 

provisions), redemption price or prices, liquidation preferences 

and the number of shares constituting any series. 

Note 12 

STOCK INCENTIVE PLANS 

The Stock Incentive Plans for employees and affiliates of the 

Company include the Steelcase Inc. Employee Stock Purchase 

Plan (the "Purchase Plan") and the Steelcase Inc. Incentive 

Compensation Plan (the "Incentive Compensation Plan"). 

Employee Stock Purchase Plan 

The Company has reserved a maximum of 1,500,000 shares 

of Class A Common Stock for use under the Purchase Plan, 

which is intended to qualify under Section 423 of the Internal 

Revenue Code of 1986, as amended (the "Code"). Pursuant to 

the Purchase Plan, each eligible employee, as of the start of 

any purchase period, will be granted an option to purchase a 

designated number of shares of Class A Common Stock. 

The purchase price of shares of Class A Common Stock to 

participating employees will be designated by the 

Compensation Committee but in no event shall be less than 

85 % of the lower of the fair market values of such shares on 

the first and last trading days of the relevant purchase period. 

However, no employee may purchase shares under the 

Purchase Plan in any calendar year with an aggregate fair 

market value (as determined on the first day of the relevant 

purchase period) in excess of $25,000. The Board may at any 

time amend or terminate the Purchase Plan. 



The initial purchase period under the Purchase Plan began on 

the date of the pricing of the Offerings in 1998 and ended on 

April 17, 1998. Eligible employees who wished to participate in 

the Purchase Plan were allowed to purchase by April 17, 1998 

a maximum of 100 shares of Class A Common Stock at 85 % of 

the initial public offering price (the "Employee Discount 

Option Grant"). The Company granted approximately 

15,000 employees the option to participate in the Purchase Plan 

during the initial purchase period, which resulted in the 

issuance of 1,045,279 shares of Class A Common Stock and the 

receipt by the Company of related proceeds approximating 

$24.8 million. Pursuant to APB Opinion No. 25, the Employee 

Discount Option Grant did not result in any compensation 

expense to be recognized by the Company. 

Incentive Compensation Plan 

The Company has reserved for issuance under the Incentive 

Compensation Plan a maximum of 150,000 shares of Class A 

Common Stock for a special one-time grant on the date of the 

pricing of the Offerings plus an additional 6,134,727 shares 

of Common Stock. The Compensation Committee will have 

full authority, subject to the provisions of the Incentive 

Compensation Plan, to determine, among other things, the 

persons to whom awards under the Incentive Compensation 

Plan ("Awards") will be made, the exercise price, vesting, size 

and type of such Awards, and the specific performance goals, 

restrictions on transfer and circumstances for forfeiture 

applicable to Awards. 

Awards may be made to employees and non-employee 

directors of the Company or its affiliates. A variety of Awards 

may be granted under the Incentive Compensation Plan 

including stock options, stock appreciation rights CSARs"), 

restricted stock, performance shares, performance units, 

cash-based awards, phantom shares and other share-based 

awards as the Compensation Committee may determine. 

Stock options granted under the Incentive Compensation Plan 

may be either incentive stock options intended to qualify 

under Section 422 of the Code or non-qualified stock options 

not so intended . The Board may amend or terminate the 

Incentive Compensation Plan. 

In the event of a "change of control," as defined in the 

Incentive Compensation Plan, (i) all outstanding options and 

SARs granted under the Incentive Compensation Plan will 

become immediately exercisable and remain exercisable 

throughout their entire term, (ii) any performance-based 

conditions imposed with respect to outstanding Awards shall 

be deemed to be fully earned and a pro rata portion of each 

such outstanding Award granted for all outstanding 

performance periods shall become payable in shares of Class A 

Common Stock, in the case of Awards denominated in shares 

of Class A Common Stock, and in cash, in the case of Awards 

denominated in cash, with the remainder of such Award being 

canceled for no value and (iii) all restrictions imposed on 

restricted stock that are not performance-based shall lapse. 

Concurrent with the Offerings in 1998, the Company issued 

10 shares of Class A Common Stock each to certain employees 

of the Company and its subsidiaries as designated by the 

Compensation Committee (the "Employee Stock Grant"). 

The Employee Stock Grant included 149,540 shares of 

Class A Common Stock in the aggregate and resulted in 

$4.2 million of compensation expense which was recognized 

by the Company in 1998 upon issuance. 
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In addition, the Company issued options to purchase 

2,661,000 shares of Class A Common Stock to certain 

employees and non-employee directors of the Company in 

connection with the Offerings in 1998. These stock options 

have an exercise price equal to the initial public offering price 

per share of $28.00 and will typically vest over a period of 

five years. In 1999, the Company issued options to purchase 

9,350 shares of Class A Common Stock with an exercise price 

equal to $36.50 per share and a vesting period of five years. 

Pursuant to APB Opinion No. 25, these stock options did not 

result in any material compensation expense recognized by the 

Company. As of February 26,1999, there had been no 

exercises or terminations of options since their issuance and 

there were 3,464,377 options available for future issuance. 

SFAS No. 123 Pro Forma Data 

As discussed in Note 2, the Company accounts for its Stock 

Incentive Plans in accordance with APB Opinion No. 25. 

Accordingly, no compensation expense has been recognized for 

the Employee Discount Option Grant or the Company's 

employee stock options. If the Company had recognized 

compensation expense based upon the fair value of the 

Employee Discount Option Grant and the Company's employee 

stock options at the date of grant and their respective vesting 

periods, as prescribed by SFAS No. 123, the Company's net 

income and earnings per share would have been as follows: 

Pro forma net income (ill milliom) 

Pro forma earnings 

per share (basic and diluted) 

feb 26,1999 

S 719.6 

s 1.43 

Feb 27. 1998 

$ 212.8 

$ l.37 

The estimated fair value of the Employee Discount Option 

Grant approximated the 15% discount discussed above. 

The fair value of the Company's stock options was estimated at 

the date of the grant using the Black-Scholes option pricing 

model with the following weighted average assumptions: 

Feb 76, 1999 Feb 27, ]998 

Risk-free interest rate 5.6% 5.5% 

Dividend yield 1.4% 1.4% 

Volatility 37.4% 30.0% 

Average expected term (years) 6.8 6.8 

Fair value of options granted 14.16 10.60 

Note 13 

PATENT LITIGATION EXPENSE 

In November 1985, a suit was filed against the Company 

alleging infringement of two patents covering powered panels 

used in furniture systems sold since 1978. The trial court 

ruled for the Company. The plaintiff subsequently appealed to 

the U.S. Court of Appeals for the Federal Circuit, which 

reversed the trial court's decision in January 1989, and held 

that the Company infringed. Upon remand for determination 

of damages, the parties consented to the appointment of a 

Special Master to oversee further proceedings, including the 

binding, non-appealable determination of damages for the 

established infringement and resolution of related issues. The 

proceedings concluded in December 1996 resulting in a lump 

sum payment by the Company to the plaintiff in the amount 

of $21l. 5 million, representing $96.8 million in damages and 

$ 114.7 million in interest which accrued over the 17 years 

covered by the litigation. The charges reflected in the 

accompanying consolidated statement of income for 1997 

are net of reserve estimates provided during 1994, which 

represented management's best estimate of the outcome of the 

proceedings at that time. 



Note 14 

OTHER INCOME, NET 

Other income, net consists of: 

Year Ended 

Interest income 

Interest income from 

tax litigation 

Feb 26, 1999 

S 23.2 

5.8 

Loss on dealer transitions (2.2) 

Interest expense 

Miscellaneous-net (6.6)' 

$ 20.2 

Note 15 

INCOME TAXES 

(in milliolls) 

Feb 27, 1998 Feb 28. 199 7 

$ 29.2 $ 26.6 

(l.8) (2.5) 

(1.7) (2.1) 

<3.1) (0.6) 

$ 22.6 $ 21.4 

The provision for income taxes on income before equity 

in net income of joint ventures and dealer transitions 

consists of: 

Year Ended 

Current income taxes: 

Federal 

State and local 

Foreign 

Deferred income taxes: 

Federal 

State and local 

Foreign 

feb 26, 1999 

S 115.7 

9.0 

2.9 

127.6 

(l.l) 

(D.l) 

OJ 
(2.n 

S 124.9 

(in mil/iolls) 

Feb 27, 1998 Feb 28, 1997 

$115.7 $ 17.6 

9.5 4.2 

10.4 

135.6 21.8 

(0.8) (1.4) 

(0.3) 0.5 

<3 .6) 2.7 

(4.7) 1.8 

$130.9 $ 23 .6 

Undistribured earnings of foreign joint ventures and 

subsidiaries are nor material. 

Temporary ditIerences between the financial statement 

carrying amQunts and tax bases of assets and liabilities that 

give rise to significant portions of deferred income taxes relate 

to the following: 

(hI millions) 

Feb 26, 1999 Feb 27, 1998 (1) 

Deferred income tax assets: 

Employee benefit 
plan obligations S 101.9 $ 94.5 

Reserves and allowances 29.2 34.5 

Foreign losses 5.8 9.0 

Other 12.l 7.2 

Total deferred income tax assets 155.2 145.2 

Deferred income tax liabilities: 
Property and equipment (39.6) (32 .7) 

Net leased assets (6.4) (6.1) 

Net deferred income tax assets 109.2 106.4 

Current portion 68.1 56.4 

Non-current portion S 40.5 $ 50.0 

(1) Certain prior year amounts have brm reclassified to confoml with the current year 

presentation. 
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The Company has recorded a deferred tax asset as of 

February 26, 1999 of $5.8 million reflecting the benefit of 

foreign operating loss carry-forwards that expire over the next 

five years. Realization is dependent on future taxable income 

of the related foreign operations and tax planning strategies 

available to the Company. Although realization is not assured, 

management believes it is more likely than not that deferred 

tax assets will be realized. 

The effective income tax rate on income before equity in net 

income of joint ventures and dealer transitions varied from 

the statutory federal income tax rate as set forth in the 

following table: 

Yedr ElIded feb 26, 1999 Feb 27, 1998 Feb 28. 1997 

Statutory federal 
income tax rate 35.0% 35.0% 35.0% 

State and local 
income taxes 2.5 2.7 4.3 

Tax exempt interest (0.2) 0.3) 

Goodwill and intangible 
asset amortization 
and write-offs 0.3 0.2 5.0 

Research and 
development credit (0.4) (0.6) 

Other, net (0.4) l.4 3.0 

Effective income tax rate 31.0% 38.5% 46.0% 

During 1999, the provision for income taxes benefited from 

the favorable resolution of income tax litigation dating back 

to 1989, primarily related to investment tax credits and 

accelerated depreciation on the Company's Corporate 

Development Center. The resolution of these tax matters 

contributed to a reduced effective tax rate for 1999 and 

resulted in interest income of $5.8 million. 

The Company made income tax payments of $59.3 million, 

$116.0 million and $44.0 million during 1999, 1998 and 

1997, respectively. 



Note 16 

FINANCIAL INSTRUMENTS, CONCENTRATIONS OF 

CREDIT RISK AND OFF-BALANCE-SHEET RISK 

Financial instruments, which potentially subject the Company to 

concentrations of investment and credit risk, primarily consist of 

cash equivalents, investments, accounts receivable, notes 

receivable and leased assets and corporate-owned life insurance 

policies. The Company places its cash with high-quality 

financial institutions and invests in high-quality securities and 

commercial paper. The Company limits its exposure, by policy, 

to anyone financial institution or debtor. 

The Company 's customers consist primarily of independent 

dealers in the office furniture industry. They are dispersed 

globally, but primarily actoss all North American geographic 

areas. All probable uncollectible accounts and notes receivable 

and leased assets have been appropriately considered in 

establishing tbe allowances for losses. In general, the 

Company obtains security interests in the assets of the 

customer. However, these security interests are generally 

secondary to the interests of the customer's primary lenders . 

Guarantees of debt obligations are conditional commitments 

issued by the Company to guarantee the performance of 

certain unconsolidated dealers and joint ventures to a third 

party. These guarantees are primarily issued to support 

private borrowing arrangements. The Company has 

guaranteed approximately $30 .6 million and $39.3 million 

of debt obligations of unconsolidated dealers and joint 

ventures as of February 26, 1999 and February 27, 1998, 

respectively. Although this amount represents the 

maximum exposure to loss, management believes the actual 

risk of loss to be insignificant. 

The Company uses financial instruments, principal y forward 

contracts and swaps, to manage foreign currency exposures 

related to purchases and sales. These contracts hedge 

transactions and balances for periods and amounts consistent 

with its committed exposures and do not constitute 

investments independent of these exposures. The Company 

does not use these financial instruments for speculative or 

trading purposes. Gains and losses on currency forward 

contracts and swaps that are designated and effective as hedges 

of anticipated transactions, for which a firm commitment has 

been attained, are deferred and recognized in income in the 

same period that the underlying transactions are settled, and 

generally offset. Forward contracts and swaps outstanding as of 

February 26, 1999 and February 27, 1998 were not material. 
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Note 11 

COMMITMENTS AND CONTINGENCIES 

The Company leases certain sales offices, showrooms and 

equipment under non-cancelable operating leases that expire 

at various dates through 2013. Minimum annual rental 

commitments under non-cancelable operating leases that have 

initial or remaining lease terms in excess of one year as of 

February 26, 1999, are as follows: 

(in milliollJ) 

Yea,' Ending Amollnt 

2000 $ 22.2 

2001 16.6 

2002 13.5 

2003 12.9 

2004 10.1 

Thereafter 24.0 

99.3 

Rent expense under all operating leases approximated 

$42.5 million, $47.0 million and $45.3 million for 1999, 

1998 and 1997, respectively. 

The Company is involved in litigation from time to time 

in the ordinary course of its business. Based on known 

information, management believes that the Company is not 

currently party to any material litigation. 

Note 18 

OPERATING SEGMENTS 

Effective for the year ended February 26, 1999, the Company 

adopted SFAS No. 131, Disclosure about Segments of an Enterprise 

and Related Information. In accordance with SFAS No. 131, the 

Company operates on a worldwide basis within a single 

reportable segment, the office furniture industry. The oftlce 

furniture segment includes several consolidated operating 

segments and one joint venture that manufacture an extensive 

range of steel and wood office furniture products. The nature of 

the products, production processes, types of cusromers and 

methods of distribution are consistent across segments and 

therefore have been aggregated into one reported segment. The 

Company's primary product lines include oftlce furniture 

systems, seating, storage solutions, desks and casegoods, and 

interior architectural products. Net sales derived from servi es 

and other businesses primarily include marine accessories and 

design, tlnancial and consulting services. 

The Company evaluates performance and allocates resources 

based on net income or loss. The accounting policies of the 

reportable segments are the same as those described in the 

summary of significant accounting policies included elsewhere 

herein. Management views interest income, interest expense, 

and certain other non-operating costs as being ass clated with 

the office furni ture segment since this segment is the 

Company's primary activity and accounts for the majority of 

the Company's net sales, assets and net income. 



The following sets forth reportable segment data reconciled to the consolidated financial statements for the three years ended February 

26,1999, February 27,1998, and February 28,1997: 

1999 

N et sales 

Net income 

Total assets 

Capital expenditures 

Depreciation and amortization 

1998 

Net sales 

Net income 

Total assets 

Capital expenditures 

Depreciation and amortization 

1997 

Net sales 

Net income 

Total assets 

Capital expenditures 

Depreciation and amortization 

OfficI Furniture 

$ 3,123.3 

215.8 

2,241.1 

191.0 

119.1 

OJfice FlImifllre 

$ 3,094.3 

215.3 

1,971.8 

129.5 

110.5 

Office Furnitllre 

$ 2,722.9 

25.1 

1,984.1 

113.7 

112.7 

Office furniture reflects the accounts of Steelcase Strafor, the 

Company's 50% owned joint venture in Europe, as if the joint 

venture had been consolidated in each of the years 1999, 1998 

and 1997. These combined results do not give effect to the 

April 22, 1999 acquisition of the remaining 50% equity 

interest from Strafor Facom S.A. and the resulting adjustments 

Services d 
Other Bllslnesses 

$ 126.1 

S.6 

595.1 

1.9 

9.8 

Sen )ices cmel 
Other BtlsillefSes 

$ 134.4 

l.7 

530.0 

10.8 

9.1 

Se,·vices and 

Other BmilleSJes 

$ 133.8 

2.6 

433.8 

20.2 

7.3 

$ 

$ 

$ 

EI" inations 

(506.9) 

(659.1) 

(28.5) 

(22.S) 

ElimillcltiollJ 

(468.6) 

(494.6) 

03.9) 

(24.3) 

Eliminations 

(448.3) 

(495.8) 

(11.9) 

(26.6) 

(oftsobdated Tatals 

$ 2,142.5 

22t .4 

2,182.5 

170.4 

t01.0 

Consolidated Tofuls 

$ 2,760.0 

217.0 

2,007.2 

126.4 

95.3 

Comolidated Totals 

$ 2,408.4 

27.7 

1,922.1 

122.0 

93.4 

reflected in the unaudited pro forma data presented in Note 20. 

Eliminations include the removal of Steelcase Strafor data in 

order to reconcile with consolidated totals. 

Total assets within services and other businesses includes notes 

receivable and leased assets as described in Note 7. 
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S T C L eA c . 

Notes to Consolidated IFinanc:ial Statements 

Reportable geographic information is as follows: 

Year Ended Feb 26, 1999 Feb 27, 1998 Feb 28, 1997 

Net Sales: 

United States $ 2,516.5 $ 2,509.4 $ 2,183.9 

International 
and Canada (n 226.0 250.6 224 .5 

Total S 2,742.5 $ 2,760.0 $ 2,408.4 

Long-lived Assets: 

United States $ 953.2 $ 819.9 $ 787.9 

International 
and Canada (I) 31.9 38.4 31.2 

Total $ 985.1 $ 858.3 $ 819.1 

(I) B:dlldes Su:e/caJe Stmfor, the Compml)';- 50% owned jOi1U ventllre in Europe, 

Net sales are attributable to countries based on the location 

of the customer. 

Note 19 

ACQUISITIONS 

The Company acquired certain assets and liabilities of 

J.M. Lynne Company, a New York Corporation, which designs 

and distributes vinyl wall coverings for commercial 

environments. The acquisition of J.M. Lynne Company, which 

was effective January 4, 1999, was completed for $36.0 million 

in cash and was accounted for under the purchase method of 

accounting. As a result of this acquisition, the Company 

recorded an intangible asset of $29.4 million for the excess of the 

purchase price over the estimated fair value of net assets 

acquired. The intangible asset is being amortized over 15 years. 

Note 20 

SUBSEQUENT EVENT 

On April 22, 1999, the Company entered into an Agreement 

to acquire the remaining 50% equity interest of Steelcase 

Strafor held by Strafor Facom S.A. The purchase price 

approximated $225.2 million and was funded by 

approximately $75.1 million from existing cash balances and 

approximately $150.1 million of short-term borrowings that 

the Company expects to refinance in the first half of fiscal 

2000 as it finalizes its borrowing strucrure. The acquisition 

will be accounted for using the purchase method of accounting 

and Steelcase Strafor, now being a wholly-owned subsidiary of 

the Company, will be consolidated with the results of the 

Company beginning in fiscal 2000. The following unaudited 

pro forma data summarize the combined balance sheets and 

results of operations of the Company and Steelcase Strafor as if 

the acquisi tion had occurred at the beginning of 1999. 

Balance Sheet: 

Current assets 

Property and equipment, net 

Other assets 

Total assets 

Current liabilities 

Long-term liabilities 

Total liabilities 

Net assets 

Yea,- Elided 

Results of Operations: 

Net sales 

Gross profit 

Operating income 

Net income 

(in /IIi/lions) 

Feb 26, 1999 

s 970.4 

882.5 

865.3 

S 2,718.2 

690.9 

533.4 

S 1,224.3 

S 1,493.9 

(Ill 1Ilt/lio/IJ. except per share amoul1ts) 

Feb 26, 1999 

S 3,344.4 

1,176.6 

351.1 

215.3 

Earnings per share (basic and diluted) s 1.40 



Note 21 

QUARTERLY RESULTS (UNAUDI T ED) 

The following shown below sets forth summary unaudited information on a guarterly basis for the Company: 

(in milliolls, excel't per share <,mollnts) 

1999 rlt'st Q Grttr Second Quarter Third Qum1er Fourth Q arfer Tafal 

Net sales $672.3 $704.0 $687.6 $678.6 $2,742.5 

Gross profi t 253.2 265.2 240.7 230.3 989.4 

Operating income 78.3 91.8 76.8 70.3 317.2 

Net income S4.0 62.7 57.4 47.3 221.4 

Earnings per share (basic and diluted) 0.3S 0.41 0.37 0.31 1.44 

1998 Fint Qllarter Second Qua rter T hird QUaI'ter FOIJI,th Qua rtet· Total 

Net sales $663.2 

Gross profit 24l.5 

Operating income 76.9 

Net income 47.2 

Earnings per share (basic and diluted) 0.30 

During the third guarter of 1999, the Company benefited from 

the successful resolution of income tax litigation, which 

contributed to a reduction in the overall effective income tax 

rate expected for 1999 and resulted in interest income, resulting 

in an increase in net income of $6.2 million. 

During the second guarter of 1998, the Company received a 

net litigation settlement in the amount of $9.8 million. 

In addition, during the third guarter of 1998, the Company 

$695 .3 $702.0 $699.5 $2,760.0 

259.9 242.6 259.4 1,003.4 

99.2 68.8 72.5 317.4 

66.3 49.8 53.7 217.0 

0.43 0.32 0.35 1.40 

incurred incremental costs in the aggregate amount of 

$15.8 million related to furniture distribution process 

changes, the restructuring and disposition of a non-furniture 

related manufacturing facility, the relocation of a showroom 

facility and certain manufacturing eguipment write-offs. 

Finally, during the fourth guarter of 1998, the Company 

incurred incremental costs of $7.6 million related to the 

Employee Stock Grant and the initial public offering. 

61 



62 

STEELCASE INC. 

Report of Independent Certi·fied Public Accountants 

Steelcase Inc. 

Grand Rapids, 1l,1ic/;igclIl 

We have audited the accompanying consolidated balance 

sheets of Steelcase Inc. and subsidiaries as of February 26, 

1999 and February 27, 1998, and the related consolidated 

statements of income, changes in shareholders' equity and cash 

flows for each of the three years in the period ended February 

26, 1999. These financial statements are the responsibility of 

the Company's management. Our responsibility is to express 

an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally 

accepted auditing standards. Those standards require that we 

plan and perform the audit to obtain reasonable assurance 

about whether the financial statements are free of material 

misstatement. An audit includes examining, on a test basis, 

evidence supporting the amounts and disclosures in the 

financial statements. An audit also includes assessing the 

accounting principles used and significant estimates made by 

management, as well as evaluating the overall financial 

statement presentation. We believe that our audits provide 

a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred 

to above present fairly, in all material respects, the financial 

position of Steelcase Inc. and subsidiaries as of February 26, 

1999 and February 27,1998, and the results of their 

operations and their cash flows for each of the three years in 

the period ended February 26, 1999, in conformity with 

generally accepted accounting principles. 

BDO Seidman, LLP 

Grand Rapids, Michigan 

March 19, 1999, except for Note 20 which is as of April 22, 1999 

Management's Responsibility for Financial Reporting 

The consolidated financial statements and other financial 

information contained in this annual report were prepared 

by management in conformity with generally accepted 

accounting principles. In preparing these financial 

statements, reasonable estimates and judgments have been 

made when necessary. 

Management is responsible for establishing and maintaining 

a system of internal control designed to provide reasonable 

assurance as to the integrity and reliability of the financial 

records. The concept of reasonable assurance recognizes that 

there are inherent limitations in any control system and that 

the cost of maintaining a control system should not exceed 

the expected benefits to be derived therefrom. Management 

believes its system of internal control effectively meets its 

objective of reliable financial reporting. 

The Audit Committee of the Board of Directors meets 

periodically with management and the independent 

accountants to review and discuss audit findings and other 

financial and accounting matters. The independent 

accountants have free access to the Audit Committee, with 

and without management present, to discuss the results of 

their audit work. 

The Company's independent accountants are engaged to 

audit the Company's consolidated financial statements, in 

accordance with generally accepted auditing standards for the 

purpose of expressing an opinion on the financial statements. 

James P. Hackett 

President and 

Chief Executive OffIcer 

Alwyn Rougier-Chapman 

Senior Vice President-Finance, 

Chief Financial OffIcer and 

Treasurer 
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Directors and Executive Officers 

DIRECTORS 

Da jd Bing 3 

Chairman, The Bing Group 

William P. Crawford 
Pr sident and Chief Executive Offi cer, 
Steel case Design Partnership 

Jame P. Hackett 1.2 

President and Chief Executive Officer, 
Steelcase Inc. 

Earl D. Holcon 3 

Chairman of the Board of Direcrors, 
Seeelcase Inc.; reti red , President, 
Meijer, Inc. 

David D. Hunting, Jr. ;; 
Retired; formerly Executive Vice 
President, Subsidiaries, Steelcase Inc. 

Frank H . M.erlotti 1. 2 

Retired; formerly President, 
Chief Operating Officer and 

hief Executive Officer, 
Seeelcase Inc. 

Robert C. Pew Il 1.2 

Retired; formerly Chairman 
of the Board of D irectors and 
Chief Executive Officer, 
Steelcase Inc. 

Robert C. Pew ill / .2 

Owner, Cane Creek Farm, 
Fletcher, North Carolina; 
fo rmerly Presi nt, Steelcase 
North America and 
Exe ut ive Vice President, 
Operations, Sreelcase Inc. 

Peeer M. Wege 
Vice Chairman 
of the Board of Directors, 
Steel case Inc. 

Peeer M. Wege II 1,2 

President, Greylock, Inc., 
Grand Rapids, Michigan; 
formerly President, 
Steelcase Canada Ltd ., 
Markham, Ontario, Canada 

P. Craig Welch, Jr. 2 

Venture Capitalist; formerly Director 
of Information Services, Director 
of Production Inventory Control, 
Steelcase Inc. 

11 Exec((tlVe Comlllittee 

21 Compen.fcl tiun COllllllilfee 

31 AI/ch' COlllmittee 

EXE U TIVE OFFICERS 

Roben A. Ballard 
Execut ive Vice President, 
Business Operations, 
Steelcase Inc. 

Robert W. Black 
Vice President, European Ventures 
Steelca Inc. 

Wi Uiam P. Crawford 
President and 
Chief Executive Officer, 
Steelcase Design Partnership 

Mark T. G reiner 
Vice President, 
Chief Information Officer, 
Stedcase Inc. 

James P. Hackett 
President and Chief Executive Officer 
Steelcase Inc. ' 

Jame P. Keane 
Vice President, 
Strategy, Research and Development, 
Steelcase Inc. 

Alwyn Rougier-Chapman 
Senior Vice President-Fi nane , 
Chief Financial Officer and Treasurer 
Steelcase Inc. ' 

John L. rasiw 
Vice P resident and neral Manager, 
Steelcase International , 
Steelcase Inc. 

James R. Stelter 
Senior Vice President, Sales, 
Market in t and Dealer All iances; 
Senior Vic Presjdent , 
Turnstone, Steelcase Inc. 
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STEEiCA N C . 

Cor porate Inf or mation 

Steelcase Inc. common stock is traded on the New York Stock Exchange under the 
symbol SCS. The following table shows the high and low sales prices by calendar quarter 
for 1999 and for the fourth quarter of 1998, the only period during which the Company's 
Class A Common Stock was publicly traded following the initial public offering. There 
were 14,698 Class A Common Stock shareholders and 259 Class B Common Stock 
shareholders of record as of April 15, 1999. The Class B Common Stock is not publicly 
traded, but is convertible to Class A Common Stock on a one-for-one basis. 

Year Ellded Feb 26, 1999 Feb 27, 1998 

Higb Low High Low 

First quarter S 38.375 S 28.000 nla nla 

Second quarter 29.875 18.125 nla nla 

Third quarter 19.750 12.750 nla nla 

Fourth quarter 18.438 13.313 $ 36.250 $ 33.000 

CASH DIVIDENDS DECLARED PER SHARE 

First quarter S 0.10 $ 0.10 

Second quarter 0.10 0.10 

Third quarter 0.10 0.10 

Fourth quarter 0.11 0.10 W 

(1) Excludes special dividend of $150.9 mitlion, or approximately $0.97 per share of common stock. See Note 4 to the ConsoLidated 

FinanciaL Statements. 

TRANSFER AGENT AND 
REGISTRAR 

Registered shareholders with questions 
on dividend payments, lost certificates, 
stock transfers, change of address, 
duplicate mailings or other matters 
should contact the transfer agent at: 

BankBoston, N.A. 
c/o EquiServe 
P.O. Box 8040 
Boston, MA 02266-8040 
(800) 958-6931 

If outside the continental U.S. 
and Canada: 
(781) 575-3120 

TDD for those who are hearing 
or speech impaired: 
(800) 952-9245 

Internet: www.equiserve.com 

SHAREHOLDER AND 
INVESTOR INQUIRIES 

Shareholders, security analysts and 
investment professionals who wish to 
receive, free of charge, copies of 
Steelcase's 10-K, 10-Q and other 
financial documents or have business
related inquiries should contact: 

Steelcase Investor Relations 
CH.3E.16 
P.O. Box 1967 
Grand Rapids, MI 49501-1967 

Phone (616) 247-2200 
Fax (616) 475-2270 

INDEPENDENT CERTIFIED 
PUBLIC ACCOUNTANTS 

BDO Seidman, LLP 
Grand Rapids, Michigan 

CORPORATE HEADQU ARTERS 

Mailing Address: 
Steelcase Inc. 
P.O. Box 1967 
Grand Rapids, MI 49501 
(616) 247-2710 

Street Address: 
901 44th Street 
Grand Rapids, Michigan 49508 

Internet: www.steelcase.com 

NEW INVESTOR 
RELATIONS WEBSITE 

Beginning in May, 1999, it will be 
easier than ever to get complete, timely 
investor information about Steelcase. 
Visit our new investor relations 
section on the Steelcase Website at 
www.steelcase.com. 

CONSUMER AFFAIRS 

For information about Steelcase, the 
name of your nearest Steelcase dealer, 
or for product literature, call 
(800) 333-9939, or visit our Website. 

If you have a problem, question, or 
request, call your local dealer or 
Steelcase Line 1 at (888) 783-3552 for 
immediate action by people who want 
to help you. (Outside the U.S.A. call 
(616) 247-2500.) 

ANNUAL SHAREHOLDER 
MEETING 

The 1999 annual meeting of 
shareholders will be held at 10:00 a.m. 

EDT on June 23, 1999 at the 
Grand Center, DeVos Hall, 
245 Monroe Avenue, N.\'X7., 
Grand Rapids, Michigan. 





Sl1025 

We aspire to transform 

the ways people work ... to help them 

work more effectively than they 

ever thought .they could. 

www.steelcase.com 




