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To Our Shareholders:

Fiscal 2014 was an exciting year for La-Z-Boy Incorporated. We set
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the stage for one of the largest growth initiatives in the company’s
SRR history, introduced our most significant furniture collection in the

last 10 years, solidified our position in the industry as a successful

integrated retailer, and continued to invest in our brand to enhance

our industry-leading status. We achieved this against a backdrop
of modest growth throughout the furniture industry and housing
sector, while outpacing our peers and differentiating ourselves in

the marketplace.
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We continued to grow our business profitably, achieving our fourth year in
a row of increased sales, with five consecutive years of operating profits.
This year, we recorded an $83 million increase in sales and grew operating
income by 32%, almost doubling it from two years ago. And, we returned
$43 million to shareholders through an increased dividend and share
repurchases. Our pathway to the future is filled with opportunity and we
are invigorated by the growth potential we are creating and realizing. Our
manufacturing and retail platforms are solid and improving, our positioning
within the industry is unparalleled, our marketing and merchandising are
resonating with consumers, and we have the financial strength and

flexibility to invest in our business to fuel ongoing growth and profitability.

UPHOLSTERY 73%
RETAIL 20%
CASEGOODS 7%
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DRIVING PROFHITABLE GROWTH

We have enjoyed a steady improvement in sales and earnings for the

last several years and the strategic initiatives we are implementing

/ »
k l%) () \' today are designed to continue to deliver strong performance over
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J \[al- the long term. The foundation of this strategy is driving sales growth,
NGS' & DECOF . - .

B with everyone throughout the organization charged with that mandate.
With our flagship La-Z-Boy brand increasing market share through
three years of strong, compounded same-store sales increases for
the La-Z-Boy Furniture Galleries® store network, and an efficient

operating structure providing a solid base, it is our “4-4-5” store

expansion strategy that will continue to fuel La-Z-Boy’s growth.

This strategy will allow us to maximize the power of the brand and
store footprint while leveraging our lean manufacturing structure to

drive profitability.

STRONG

long-term performance ...
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DRIVING GROWTH THROUGH 4-4-5

Introduced last year, 4-4-5 encompasses building out the La-Z-Boy Furniture Galleries® store network across North America to
include 400 stores, averaging $4 million in sales per store, over a five-year period. Achieving this would likely make the La-Z-Boy
Furniture Galleries® network a $1.6 to $1.8 billion retail chain, potentially increasing the size of the network by 40% to 50% over
the next four years. We have always been of the mindset that expanding distribution throughout branded channels (La-Z-Boy
Furniture Galleries® stores and La-Z-Boy Comfort Studio® locations, our store-within-a-store format) would provide the greatest
return. Historically, that has been proven, particularly as the retail distribution landscape continues to change and contract,
translating to fewer outlets through which to sell our product. We believe the branded distribution channel provides the consumer

with the best presentation of our product and an excellent overall sales experience.

plicity of design
with downtown style

EDEN SOFA AND.CHAIR

We have an ambitious plan to more completely
cover the U.S. and Canada with La-Z-Boy
Furniture Galleries® stores. Through a detailed
analytical process, we have identified markets
where we will locate stores, including under-
penetrated and “dark” markets (those in which
we do not currently have stores). Today, the
company owns approximately one-third of the
315 La-Z-Boy Furniture Galleries® stores in the
network and we expect our ownership will in-
crease to approximately 40% when we reach
the 400-store mark. The company’s focus will
be on the larger metropolitan markets where
there are the greatest economies of scale for
our retail system. At the same time, we are
working in conjunction with our independent
dealer base to pinpoint specific opportunities
for their expansion, as they play an essential

role in our 4-4-5 strategy.

Concurrent with the execution of 4-4-5, our New
Concept Design store is playing an integral part
in driving sales. Piloted in the fall of 2011, our
new store format is more modern in design,
highlights our newest and most stylish collec-
tions, has a layout organized by style preference,
and is designed to not only be more inviting and
inspiring to the consumer, but also to engage her
in the customization and decorating processes.
We are achieving this by beautifully showcasing
room groups, complete with accessories,
while offering complimentary In-Home Design
services. This has translated to an increased
average ticket for the stores while providing the
consumer with a more satisfying and pleasurable
shopping experience. Importantly, the New

Concept Design stores are delivering results,

averaging $4.5 million in sales per store, which
is 10% to 15% higher than the average store in
the system. In addition to growing our store base
through our 4-4-5 store expansion plan, essential
to our strategy will be relocating and remodeling
a number of existing older stores into the New
Concept Design format. Today, we have 31 New
Concept Design stores across the network and
expect that number to more than double in
fiscal 2015 as we build momentum with our

store projects.

During fiscal 2014, in the company-owned retail
segment, we opened three stores in southeast
Michigan, a dark market since 2009, and will
open a fourth store there at the end of August.
While the city of Detroit certainly has its
challenges, the surrounding areas of the city are
prospering, particularly with the auto industry
making a comeback. Each of the three stores
has performed extremely well from opening day
and we are pleased to operate in this important

market in our backyard. Also during the year,

we acquired three stores in Las Vegas and two
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stores in the Youngstown, Ohio market, from
retiring dealers. Moving forward, the company
is focused on “storing out” existing markets,
including Boston, Miami, Philadelphia, New York
and Southern California, among others, while
also moving into new markets, such as
Minneapolis, where we will open three stores
this fiscal year. At the same time, our dealers
will add stores to existing markets and move
into new ones. In fiscal 2015, we are planning
for 30 to 35 store projects across the network,
including new stores, relocations and remodels.
Although we completed 18 projects in fiscal
2014, much time was spent to get processes
underway to identify locations, enter leases and
secure permits for stores. With a number of
older stores in need of remodeling and/or
relocation, the activity associated with 4-4-5
adds up to about 130 projects, translating to
significant potential for driving sales increases

with our new, modern and up-to-date stores.




Driving Growth with New Products and Innovation

One of the core tenets of our brand and our
business philosophy is to continually innovate
and bring new, consumer-relevant products to
the marketplace. Over the last several years,
we have had a steady cadence of new product
introductions that have appealed to a wider
base of consumers. In the middle of fiscal 2014,
we designed, developed and introduced a new
collection called Urban Attitudes. It is the most
significant collection we have launched in 10
years in terms of product styling and trend rele-
vance. The collection consists of eight sofa styles,
an assortment of 12 decorative chairs and accent

pieces and more than 100 new fabric SKUs.

The Urban Attitudes® collection is an eclectic
mix of smaller-scale furniture with clean, simple
lines and unique details. It is targeted at a more
style-conscious demographic, as well as younger
consumers and those living in more confined
spaces, such as apartments, condominiums and
lofts. We received a great reception for the
collection from our dealers and, as our fiscal year
came to a close, began to move the product onto
retail floors. We are excited about the potential of
Urban Attitudes and, while we will always remain

true to our brand heritage and core recliner roots,

we believe this collection will continue to expand
consumers’ perceptions of La-Z-Boy regarding the

breadth of our product offering and styling.

On the research and development side, our team
continues to work to identify creative solutions to
improve our product. We have had great success
with adding power features to our reclining fur-
niture offering, which includes chairs and motion
sofas. With steady increases in sales for the line
over the last couple of years, we are developing
a number of new power product enhancements.
Because innovative design, detailed engineering
and quality manufacturing are synergistic and have

been responsible for elevating La-Z-Boy to its

GREYSON POWER RECLINE XR+

world-leadership position, we made the decision
this spring to consolidate our product development
team to a new R&D Center in Dayton, Tennessee,
adjacent to our largest La-Z-Boy upholstery facility,
where 80% of the R&D team is already based.
This move will enable the team to work side by
side with their manufacturing counterparts. We
will also establish a focused Advanced Product
Concepts Group, located in Monroe, Michigan,
where they will best be able to collaborate in the
development of highly innovative products with

marketing and merchandising.
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Driving Growth with an Effective Brand Platform: Live Life Comfortably

Three and a half years ago, we introduced
our Live Life Comfortably marketing campaign,
featuring Brooke Shields as our brand

ambassador. The campaign’s objective is to

SPRING 2014 ADVERTISEMENT

change the image of our brand by widening
La-Z-Boy’s appeal among a broader consumer
demographic and highlighting that we offer on-
trend and great-looking stationary products,
complimentary In-Home Design and low-
pressure, pleasurable shopping experiences
in our stores. We are confident that the
campaign has been successfully achieving
those objectives, as we have not only enjoyed
double-digit same-store sales growth, but

have also increased the sales of our stationary

Brand Awareness
and Engagement Continue to
Increase with Brooke Shields

product line at a faster rate than our core
recliner offering, which also continues to grow.
We remain committed to ongoing investment in
this successful brand platform. This past year,
we continued to increase our number of on-air
weeks and, this past spring, launched new
commercials featuring Brooke to introduce and
highlight Urban Attitudes. But TV is certainly
not the only way in which we leverage this
effective brand platform. We employ a
comprehensive integrated marketing plan that
also includes print, web and social media, as
well as in-store point-of-sale materials. We are
also pleased to note that we recently extended
our contract with Brooke for another two years,

to November 2016.

Driving Growth through Digital Engagement

Marketing has always played a key role in
La-Z-Boy’s business approach and success.
Our marketing strategies and tactics have
evolved over the years, always with a close
eye on how consumers are changing in their
lives, particularly with respect to media use.
Today, in addition to a robust traditional
advertising program, digital platforms play a
critical role in generating consideration for
La-Z-Boy and reaching consumers to educate
them on our brand and products and inspire
them with ideas and design. We strongly
leverage social media and have a robust
presence on Facebook, YouTube, Pinterest
and Twitter, which we use to share ideas
and messages with our customers, while
listening to them and responding as appropriate

to customer service issues.

Additionally, our la-z-boy.com website continues to be a key element of our interactive ecosystem

while our mobile site is an increasingly important platform with usage growing at a high rate. We

recently launched a new and improved 3D Room Planner on the web that also is available as an iPad

app and provides a very compelling design experience for our consumers and designers.

LA-Z-BOY NEW 3D ROOM PLANNER
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Driving Growth with Operational Excellence

One of the key pillars to driving profitable growth is ensuring our operating facilities remain world class, lean and efficient. The changes made to our
manufacturing platform have paid dividends over the past several years in terms of improved productivity, output and profitability. As an example, today
we are producing more furniture per employee-hour worked than ever before. And, importantly, these operational capabilities and efficiencies are allowing
us to capitalize on our strong U.S. manufacturing base and, in turn, provide custom furniture to the consumer with quick delivery. Lean thinking is
embedded in our company’s DNA and every day we identify ways to be more efficient and improve our standard of operational excellence throughout our

entire manufacturing and supply chain structure.

During fiscal 2015, a significant undertaking throughout our manufacturing facilities will be the implementation of an Enterprise Resource Planning (ERP)
system, which will provide for improved integration and management of our production and operations. Having already implemented the system through
our supply centers and financial systems, we successfully put it into our first plant in May. We chose the smallest plant for the initial implementation to
ensure we were able to work out any issues that may have surfaced and, moving forward, we will carefully implement the ERP system throughout the rest
of the La-Z-Boy branded facilities over the course of the fiscal year.
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Driving Growth with a Focused Portfolio
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Bob Mackie is a registered trademark of Bob Mackie Design Group, Ltd.

Late in fiscal 2014, we sold Bauhaus U.S.A,,
one of our three upholstery companies, to an
investor group. We did not believe it was a
strategic fit from a size perspective with
respect to its revenues or earnings. Our other
non-branded upholstery company, England, is
growing steadily and delivering results. With
a somewhat different customer base, it fits
strategically into our portfolio of companies.
Additionally, we announced a plan to
restructure our casegoods business, which will
include ceasing domestic production of case-
goods and transitioning the business to a pure
import model. With our domestic production
accounting for approximately 12% of the
casegoods business, after much analysis,
we determined we cannot generate enough
domestic volume to support a facility of the
size we operate in North Carolina and believe
this move will strengthen our positioning and
performance in the segment. We also decided to
market our youth business, Lea Industries, for
sale and to exit the hospitality business. Along
with Bauhaus, these two businesses did not
meet our criteria in terms of revenues or
earnings and we believe our resources would be

further enhanced by narrowing our focus.
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Our casegoods business remains an integral

component of our total product offering to the
consumer. In addition to the many independent
dealers carrying our various casegoods brands,
our wood business is vital to merchandising
the La-Z-Boy Furniture Galleries® stores and is
increasingly important as we gain momentum
with our In-Home Design program where we
are expanding services to include bedrooms

and dining rooms.

Driving Growth through
Integrated Retail

Our transition to an integrated retail strategy
has delivered results in terms of driving
increased profitability for the enterprise and
improving the experience we provide to the

consumer. At its core, integrated retailing allows

us to influence the sales process across every
touch point, encompassing manufacturing,
distribution, the in-store experience, delivery
and customer service. And, because we
realize both the wholesale manufacturing and
retail profits, sales through our company-owned
La-Z-Boy Furniture Galleries® stores generate
the greatest level of profitability on an

integrated or “blended” basis.

During the past five years, we adopted many
strategic initiatives which benefited our company-
owned retail segment, including significant
operating changes at the store level, building
out our six strategically located Regional
Distribution Centers to better manage inventory
and distribution, and elevating our level of
customer service through a revamping of
our Comfort Care (customer service) team
capabilities. Over this period, we steadily
improved the retail segment’s performance and
were profitable each quarter in fiscal 2014. With
the company’s objective of owning as many as
40% of the 400 La-Z-Boy Furniture Galleries®
stores outlined in the 4-4-5 store expansion
strategy, our company-owned retail segment
will play an increasingly important role in the

future of the company.

EVANS GROUP
BY ENGLAND

Driving Growth
through International Expansion

Although the mainstay of our growth strategy is focused on the North
American market, the opportunities to expand our business in other places
around the world abound and we continue to increase our dedicated
resources to drive our global growth. In China, for example, two years
ago we partnered with Kuka, a major Chinese manufacturer and retailer,
and today there are more than 100 La-Z-Boy stores in that market, with
more than 50 stores planned to open over the next 12 to 18 months. We are
also expanding our business in other core markets outside North America,
including the United Kingdom, Australia and New Zealand, through
increased branding, which will include leveraging our Live Life
Comfortably campaign and expanding the product lines offered. Finally,
we are increasing our focus and resources to drive accelerated growth
in a number of specific markets, including Latin America, Europe, the

Middle East and Africa.

On the manufacturing side, our joint venture in Thailand, which supplies the
Australian, New Zealand and Asian markets, is undergoing a conversion of
its operations to the cellular production process, emulating our U.S.-based
La-Z-Boy facilities. As a result of the success we have achieved stateside,
the logical move was to leverage our experience and expertise in the

Thailand facility.

13

LA Z BUOY FuRNTURE EALIERIES

SEQUL, SOUTH KOREA
LA-Z-BOY STORE

We lost a partner near and dear to our hearts earlier this year with the
passing of Graham Morgan, Chairman of Morgan Furniture, La-Z-Boy’s
longtime partner in New Zealand and Australia. With a relationship
spanning more than 30 years, we would not have the international
business we have today without his partnership and leadership. He was a

friend who will be truly missed.



A significant event in our company’s future will
be the move to our new World Headquarters
in Monroe, Michigan, in early calendar 2015.
We began construction of the state-of-the-art
facility, which we expect to be LEED-certified,
a year ago and are excited by the opportunities
it will create for our team to work in a more
creative, inspiring and collaborative environ-
ment. Equally important is that our new building
will professionally represent the company and

brand that La-Z-Boy is today and tie in to our

RMHC® OUTSTANDING STEWARDSHIP AWARD

brand platform and New Concept Design stores
in terms of messaging and presentation. We
look forward to hosting dealers, partners and
suppliers from all over the world at our new
facility while we enjoy what is expected to
be a more inspirational and productive new

office space.

Giving back to the communities in which we
operate has always been of paramount impor-
tance to La-Z-Boy. Qur charitable contributions
have taken many forms over the years and the
commitment to continue to give in various ways
is part of the fiber of our company and our people.
We are extremely proud of our association with
the Ronald McDonald House Charities® (RMHC®),
our partner since 2008. Since that time, we have
donated more than 6,000 pieces of furniture;
provided hundreds of hours of volunteer work

through our various dealers, plants and corporate

headquarters; and raised more than $1 million in

cash for the charity.

This past August, we were awarded the RMHC®
Outstanding Stewardship Award. This honor
celebrates a partner who exhibits the highest
level of support to the RMHC® mission, which is
to create, find and support programs that directly
improve the health and well-being of children.
This association could not dovetail better with
our own focus on families and the home. There
is clearly no more important time to provide
comfort for families than when they have a
sick or injured child. Not only am | proud of our
La-Z-Boy employees, but | am humbled by
the significant involvement of our dealer base,
which has embraced this great cause and been
incredibly committed to involving their stores
on a local level at Ronald McDonald Houses

throughout North America.

Ronald McDonald House Charities; the Ronald McDonald House Charities logo, and Ronald McDonald House® are trademarks of McDonald’s® and its affiliates, used with permission.
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LOOKING AHEAD

We have much to look forward to at La-Z-Boy Incorporated. We have positioned our company for ongoing profitable growth and

will execute against our plan to achieve it by leveraging and maximizing the strong foundation we have built across our business.

Our strength traverses the key pillars for success in our industry, including our leading flagship brand, strong network of branded

distribution outlets, excellent product line up, commitment to innovation, operational excellence with a focus on lean initiatives,

and an integrated retail structure that provides value to the consumer while returning it to our shareholders.

Our goal is to innovate, grow and succeed in order to provide opportunities for all stakeholders

and we believe we are well on our way. I’d like to thank our shareholders, customers, suppliers,

employees and Board of Directors for their support of our efforts this past year.

KURT L. DARROW
CHAIRMAN, PRESIDENT
AND CHIEF EXECUTIVE OFFICER
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FORM 10-K
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Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter
period that the Registrant was required to submit and post such files).

Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
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Cautionary Statement Concerning Forward-Looking Statements

La-Z-Boy Incorporated and its subsidiaries (individually and collectively, “we,” “our” or the “Company”’) make
forward-looking statements in this report, and its representatives may make oral forward-looking statements
from time to time. Generally, forward-looking statements include information concerning possible or assumed
future actions, events or results of operations. More specifically, forward-looking statements may include
information regarding:

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

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

Private Securities Litigation Reform Act of 1995.

Actual results could differ materially from those we anticipate or project due to a number of factors, including:
(a) changes in consumer confidence and demographics; (b) speed of economic recovery or the possibility of
another recession; (c) changes in the real estate and credit markets and their effects on our customers and
suppliers; (d) international political unrest, terrorism or war; (e) volatility in energy and other commodities
prices; (f) the impact of logistics on imports; (g) interest rate and currency exchange rate changes; (h) operating
factors, such as supply, labor or distribution disruptions; (i) any court actions requiring us to return any of the
Continued Dumping and Subsidy Offset Act distributions we have received; (j) changes in the domestic or
international regulatory environment; (k) adoption of new accounting principles; (1) severe weather or other
natural events such as hurricanes, earthquakes, flooding, tornadoes and tsunamis; (m) our ability to procure
fabric rolls and leather hides or cut-and-sewn fabric and leather sets domestically or abroad; (n) information
technology conversions or system failures; (0) effects of our brand awareness and marketing programs; (p) the
discovery of defects in our products resulting in delays in manufacturing, recall campaigns, reputational
damage, or increased warranty costs; (q) litigation arising out of alleged defects in our products; (r) our ability
to locate new La-Z-Boy Furniture Galleries® stores (or store owners) and negotiate favorable lease terms for
new or existing locations; (s) our ability to integrate acquired businesses and realize the benefit of anticipated
synergies; (t) the results of our restructuring actions; and (u) those matters discussed in Item 1A of this Annual
Report and other factors identified from time-to-time in our reports filed with the Securities and Exchange
Commission. We undertake no obligation to update or revise any forward-looking statements, whether to reflect
new information or new developments or for any other reason.

PART I

ITEM 1. BUSINESS.

Edward M. Knabusch and Edwin J. Shoemaker started Floral City Furniture in 1927, and in 1928 the newly
formed company introduced its first recliner. In 1941, we were incorporated in the state of Michigan as La-Z-
Boy Chair Company, and in 1996 we changed our name to La-Z-Boy Incorporated. Today, our La-Z-Boy brand
is the most recognized brand in the furniture industry.

La-Z-Boy Incorporated and its subsidiaries manufacture, market, import, distribute and retail upholstery
furniture products. In addition, we import, distribute and retail accessories and casegoods (wood) furniture
products. We are the leading global producer of reclining chairs and the second largest manufacturer/distributor
of residential furniture in the United States according to the May 2014 Key Sources for the U.S. Furniture
Market in Furniture Today. The La-Z-Boy Furniture Galleries® stores retail network is the second largest
retailer of single-branded furniture in the United States according to the May 2014 Top 100 ranking by
Furniture Today. We have seven major North American manufacturing locations to support our speed to market
and customization strategy.



We sell our products, primarily in the United States and Canada, to furniture retailers and directly to consumers
through stores that our subsidiaries own and operate. The centerpiece of our retail distribution strategy is our
network of 315 La-Z-Boy Furniture Galleries® stores and 570 Comfort Studios® locations, each dedicated to
marketing our La-Z-Boy branded products. We consider this dedicated space to be “branded outlets” or
“proprietary.” We own 101 of the La-Z-Boy Furniture Galleries® stores. The remainder of the La-Z-Boy Furniture
Galleries® stores, as well as all 570 Comfort Studios® locations, are independently owned and operated. La-Z-
Boy Furniture Galleries® stores help consumers furnish their homes by combining the style, comfort and quality
of La-Z-Boy furniture with our available in-home design service. Comfort Studios® locations are defined spaces
within larger independent retailers that are dedicated to displaying and selling La-Z-Boy branded products. In
addition to the La-Z-Boy Comfort Studios® locations, our Kincaid and England operating units have their own
dedicated proprietary in-store programs with 500 outlets and 3.8 million square feet of proprietary floor space. In
total, our proprietary floor space includes approximately 11.3 million square feet.

During fiscal 2014, we sold substantially all of the assets of our Bauhaus U.S.A. business unit, and we
committed to a restructuring of our casegoods business to transition to an all-import model for our wood
furniture. As part of this restructuring, we will cease manufacturing casegoods in our Hudson, North Carolina
facility during the second quarter of fiscal 2015, and transition our Kincaid and American Drew bedroom
product lines to imported product. Also in connection with the restructuring, we are marketing for sale our
youth furniture business, Lea Industries, as it does not align with our long-term strategic objectives.

Principal Products and Industry Segments
Our reportable segments are the Upholstery segment, the Casegoods segment and the Retail segment.

Upholstery Segment. Our Upholstery segment is our largest segment in revenue and consists of two operating
units: La-Z-Boy, our largest operating unit, and our England subsidiary. Our Upholstery segment manufactures
or imports upholstered furniture such as recliners and motion furniture, sofas, loveseats, chairs, sectionals,
modulars, ottomans and sleeper sofas. This segment sells directly to La-Z-Boy Furniture Galleries® stores,
operators of Comfort Studios® locations, major dealers and other independent retailers.

Casegoods Segment. Our Casegoods segment is an importer, marketer, manufacturer and distributor of casegoods
(wood) furniture such as bedroom sets, dining room sets, entertainment centers and occasional pieces, and some
coordinated upholstered furniture. The Casegoods segment consists of three brands: American Drew, Hammary,
and Kincaid. The Casegoods segment sells primarily to major dealers and other independent retailers.

Retail Segment. Our Retail segment consists of 101 company-owned La-Z-Boy Furniture Galleries® stores
located in 12 primary markets ranging from southern California to the Midwest to the East Coast. The Retail
segment primarily sells upholstered furniture, in addition to some casegoods and other accessories, to the end
consumer through our retail network.

We have provided additional detailed information regarding our segments and their products in Note 18 to our
consolidated financial statements and our “Management’s Discussion and Analysis” section, both of which are
included in this report.

Raw Materials and Parts

The principal raw materials that we use in our Upholstery segment are purchased cover (primarily fabrics and
leather), polyester batting and non-chlorofluorocarbonated polyurethane foam for cushioning and padding,
lumber and plywood for frames and steel for motion mechanisms, which together account for approximately
81% of the segment’s total material costs. Purchased cover is our largest raw material cost in this segment, and
represents about 46% of the segment’s material costs. We purchase cover from a variety of sources, but we rely
on a limited number of major suppliers. We purchase about 82% of our polyurethane foam from one supplier,
which has several facilities across the United States that deliver to our plants. If one of these major suppliers
experienced financial or other difficulties we could experience temporary disruptions in our manufacturing
process until we obtained alternate suppliers.



We purchase approximately 60% (based on cost) of our cover in a raw state (fabric rolls or leather hides) and
cut-and-sew it into cover, and 40% in covers that have already been cut-and-sewn by third-party offshore
suppliers to our specifications. We buy from five primary suppliers of cut-and-sewn leather and fabric products.
Of the products that we import from China, two suppliers manufacture over 90% of the leather cut-and-sewn
sets, and four suppliers manufacture approximately 99% of the fabric products.

During fiscal 2014, materials we used in our upholstery manufacturing process increased in price by
approximately 2% compared with fiscal 2013. We expect our raw material costs to rise in fiscal 2015 due to
increased global demand for leather, polyurethane, and plywood.

As the Casegoods segment is primarily an importer, marketer, and distributor of wood furniture, with some
manufacturing operations, raw materials represented only about 13% of the value of our inventory in this
segment. At the end of fiscal 2014, the principal raw materials used by our Casegoods manufacturing facility
were hardwoods, plywood and chip wood, veneers, liquid stains, paints and finishes, and decorative hardware.
Hardwood lumber, plywood, and purchased hardwood components represented about 64% of our total material
costs in this segment in fiscal 2014. In April 2014, we committed to a restructuring of our casegoods business to
transition to an all-import model for our wood furniture. As a result of the restructuring, we will cease
manufacturing casegoods products during the second quarter of fiscal 2015.

Casegoods Finished Goods Imports

We imported 70% of the finished wood furniture that we sold in fiscal 2014 (compared with 72% in fiscal
2013), primarily because of the low labor (both wages and benefits) and overhead costs associated with
manufacturing casegoods product overseas. The prices we paid for these imported products in fiscal 2014 were
essentially unchanged from fiscal 2013, but we currently expect these prices and associated transportation costs
to increase slightly in fiscal 2015. Looking across our wholesale segments, imported finished goods represented
only 7% of our consolidated sales in fiscal 2014, down from 9% the year before. As we discussed above, during
the second quarter of fiscal 2015, we will begin importing 100% of the casegoods products we offer for sale.

Seasonal Business

We believe that the demand for furniture generally reflects sensitivity to overall economic conditions, including
consumer confidence, housing market conditions and unemployment rates. Historically, all of our segments
have normally experienced lower sales during our first fiscal quarter. Our Upholstery and Casegoods segments
have typically experienced their highest sales during our fourth fiscal quarter while our Retail segment has
usually experienced its highest sales during our third fiscal quarter.

During fiscal 2014, however, both our Upholstery segment and our Casegoods segment attained their highest
sales during our second fiscal quarter while our Retail segment again experienced its highest level of sales
during our third fiscal quarter. All of our segments experienced their lowest sales during our first fiscal quarter.
We believe that the change in the seasonality of our sales during fiscal 2014 was the result of weather
conditions and not a change in seasonal trends.

When possible, we schedule production to maintain consistent manufacturing activity throughout the year. We
shut down our domestic plants for a week in July to perform routine maintenance on our equipment.

Economic Cycle and Purchasing Cycle

Upholstered furniture has a shorter life cycle than casegoods furniture because upholstered furniture is typically
more fashion- and design-oriented, and is often purchased one or two pieces at a time. Casegoods products, in
contrast, are longer-lived and frequently purchased in groupings or “suites,” resulting in a much larger cost to
the consumer. As a result, casegoods sales are more sensitive to economic conditions, and upholstered furniture
normally exhibits a less volatile sales pattern over an economic cycle.



Practices Regarding Working Capital Items
The following describes our significant practices regarding working capital items.

Inventory: For our upholstery segment, we maintain raw materials and work in process inventory at our
manufacturing locations, and finished goods inventory at our six regional distribution centers. Our regional
distribution centers allow us to streamline the warehousing and distribution processes for our La-Z-Boy
Furniture Galleries® store network, including both company-owned stores and independently owned stores.
Regional distribution centers also allow us to reduce the number of individual warehouses we need to supply
our retail outlets and help us reduce our inventory levels at our manufacturing and retail locations. We also
maintain some finished goods inventory at our manufacturing locations, which primarily supports efficient
shipping of sold orders.

Rather than manufacture casegoods to fill custom orders, we generally build or import them to go into inventory
to enable us to attain manufacturing efficiencies and meet our customers’ delivery requirements. This practice
results in higher levels of finished goods inventory, as a percentage of sales, of our casegoods products than our
upholstery products. Our company-owned La-Z-Boy Furniture Galleries® stores maintain finished goods
inventory at the stores for display purposes.

Our inventory increased $0.7 million during fiscal 2014 compared with fiscal 2013, and decreased 0.7
percentage point as a percentage of sales. We will continue to manage our inventory levels to ensure they are
appropriate relative to our sales, while maintaining our focus on service to our customers.

Accounts Receivable: During fiscal 2014, our accounts receivable decreased $7.4 million compared with fiscal
2013, and decreased 1.4 percentage points as a percentage of sales. The improvement in our cash collections
was the result of an improvement in the financial condition of our customer base, including our independent La-
Z-Boy Furniture Galleries® dealers. We continue to monitor our customers’ accounts and limit our credit
exposure to certain independent dealers, and decrease our days sales outstanding where possible.

Accounts Payable: During fiscal 2014, our accounts payable increased $5.6 million compared with fiscal 2013,
an increase of 0.1 percentage point as a percentage of sales. The increase was mainly due to higher sales volume
(and therefore higher costs) in fiscal 2014, as well as amounts related to construction of our new world
headquarters.

Customers

Our wholesale customers are furniture retailers located primarily throughout the United States and Canada. We
did not have any single customer whose purchases amounted to more than 5% of our consolidated, Upholstery
segment, or Casegoods segment sales in fiscal 2014. Sales in our Upholstery and Casegoods segments are
almost entirely to furniture retailers, but we sell to consumers through our company-owned La-Z-Boy Furniture
Galleries® stores that make up our Retail segment.

We have formal agreements with many furniture retailers for them to display and merchandise products from
one or more of our operating units and sell them to consumers in dedicated retail space, either in stand-alone
stores or dedicated proprietary galleries or studios within their stores. We consider this dedicated space to be
“proprietary.” For our Upholstery and Casegoods segments, our fiscal 2014 customer mix based on sales was
about 48% proprietary, 8% major dealers (for example, Art Van Furniture, Berkshire Hathaway, Slumberland
Furniture, and Raymour & Flanigan Furniture) and 44% other independent retailers.

The success of our product distribution relies heavily on having retail floor space that is dedicated to displaying
and marketing our products. Our La-Z-Boy Furniture Galleries® stores network has the largest number of
proprietary stores and galleries among our operating units. According to the May 2014 Top 100 ranking by
Furniture Today, an industry trade publication, the La-Z-Boy Furniture Galleries® stores retail network is the
second largest retailer of single-brand furniture in the United States.



Maintaining, updating, and expanding, when appropriate, our proprietary distribution network is a key part of
our overall sales and marketing strategy. Our 4-4-5 program, through which we expect to expand the La-Z-Boy
Furniture Galleries® stores network to 400 stores averaging $4 million in sales per store over the five year
period that began with fiscal 2014, is a key growth strategy for us. As we continue to maintain and update our
current stores, the La-Z-Boy Furniture Galleries® store network plans to open, relocate or remodel 30 to 35
stores during fiscal 2015. All of these new stores will feature the new concept store design we developed and
introduced in fiscal 2012.

We select independent dealers for our proprietary La-Z-Boy Furniture Galleries® store network based on
factors such as their management and financial qualifications and the potential for distribution in specific
geographical areas. This proprietary distribution benefits La-Z-Boy, our dealers and our consumers. It enables
La-Z-Boy to concentrate our marketing with sales personnel dedicated to our entire product line, and only that
line. It allows dealers who join this proprietary group to take advantage of practices that other proprietary
dealers have succeeded with, and we facilitate forums for these dealers to share best practices. These La-Z-Boy
Furniture Galleries® stores provide our consumers a full-service shopping experience with a large variety of
product and knowledgeable sales associates and in-home design consultants.

Orders and Backlog

We typically build upholstery orders based on specific dealer orders, either for dealer stock or to fill a
consumer’s custom order, and normally do not allow customers to cancel orders once the orders have been
selected for production. We have casegoods produced primarily to our internal order, rather than a customer or
consumer order, resulting in higher finished goods inventory on hand as a percentage of sales. Because the size
of our backlog at a given time may not be indicative of our future sales, we do not rely entirely on backlogs to
predict future sales.

For our continuing operations, as of April 26, 2014, and April 27, 2013, our Upholstery segment backlogs were
approximately $77.0 million and $76.0 million, respectively, and our Casegoods segment backlogs were
approximately $15.4 million and $11.3 million, respectively.

Competitive Conditions

According to the May 2014 Key Sources for the U.S. Furniture Market in Furniture Today, we are currently the
second largest manufacturer/distributor of residential (living and family room, bedroom, and dining room)
furniture in the United States, as measured by annual sales volume.

In the Upholstery segment, our largest competitors are Ashley, Bassett Furniture, Bernhardt, Ethan Allen,
Flexsteel, Heritage Home Group, Klaussner, and Natuzzi.

In the Casegoods segment, our main competitors are Ashley, Bernhardt, Ethan Allen, Heritage Home Group,
Hooker Furniture, Stanley Furniture, and Lacquer Craft. The Casegoods segment faces additional market
pressures from foreign manufacturers entering the United States market and increased direct purchases from
foreign suppliers by large United States retailers.

The La-Z-Boy Furniture Galleries® stores operate in the retail furniture industry throughout North America,
and different stores have different competitors based on their locations. Competitors include: Arhaus, Ashley,
Bassett Furniture Direct, Crate and Barrel, Ethan Allen, Restoration Hardware, Thomasville Home Furnishings
Stores, several other regional competitors (for example Art Van Furniture, Raymour & Flanigan Furniture, and
Slumberland Furniture), and family-owned independent furniture stores.

In addition to the larger competitors listed above, a substantial number of small and medium-sized companies
operate within our business segments, all of which are highly competitive.

Over the past decade alternative distribution channels have increasingly affected our retail markets. Companies
such as Costco, Home Depot, IKEA, Sam’s Club, Target, Wal-Mart, Williams Sonoma, QVC, Wayfair and others
now offer products that compete with some of our product lines. The increased ability of consumers to purchase
furniture through various furniture manufacturers’ and retailers’ internet websites has also increased competition.



Players in the home furnishings industry compete primarily on the basis of product styling and quality,
customer service (product availability and delivery), and price. We compete primarily by emphasizing our
brand and the value, comfort, quality, and styling of our products. In addition, we remain committed to
innovation while striving to provide outstanding customer service, exceptional dealer support, and efficient on-
time delivery. Maintaining, updating and expanding our proprietary distribution system is a key strategic
initiative for us in striving to remain competitive. We compete in the mid-to-upper-mid price point, and a shift
in consumer taste and trends to lower priced products could negatively affect our competitive position.

Research and Development Activities
We provide information regarding our research and development activities in Note 1 to our consolidated
financial statements, which is included in Item 8 of this report.

Trademarks, Licenses and Patents

We own several trademarks, including La-Z-Boy, our most valuable. The La-Z-Boy trademark is essential to the
upholstery and retail segments of our business. To protect our trademarks, we have registered them in the United
States and various other countries where our products are sold. These trademarks have a perpetual life, subject to
renewal. We license the use of the La-Z-Boy trademark to our major international partners and dealers outside of
North America. We also license the use of the La-Z-Boy trademark on contract office furniture, outdoor furniture
and non-furniture products, and these arrangements enhance our brand awareness, broaden the perceptions of La-
Z-Boy and create visibility of the La-Z-Boy brand in channels outside of the furniture industry. In addition, we
license to our branded dealers the right to use our La-Z-Boy trademark in connection with the sale of our products
and related services, on their signs, and in other ways, which we consider to be a key part of our marketing
strategies. We provide more information about those dealers, under “Customers.”

We hold a number of patents that we actively enforce, but we believe that the loss of any single patent or group
of patents would not significantly affect our business.

Compliance with Environmental Regulations

Our manufacturing operations involve the use and disposal of certain substances regulated under environmental
protection laws, and we are involved in a small number of remediation actions and site investigations
concerning such substances. Based on a review of all currently known facts and our experience with previous
environmental matters, we believe we have adequate reserves in respect of probable and reasonably estimable
losses arising from environmental matters and currently do not anticipate any material loss.

Employees

We employed approximately 8,300 full-time equivalent employees as of April 26, 2014, compared with 8,185
employees at the end of fiscal 2013. We employed approximately 7,000 in our upholstery segment, 340 in our
Casegoods segment, 750 in our Retail segment, and the remaining employees as corporate personnel. We
employ the majority of our employees on a full-time basis except in our Retail segment, where we have
approximately 630 part-time employees.

Financial Information About Foreign and Domestic Operations and Export Sales

In fiscal 2014, our direct export sales, including sales in Canada, were approximately 14% of our total sales. We
are a part of a manufacturing joint venture in Thailand, which distributes furniture in Australia, New Zealand,
Thailand and other countries in Asia. In addition, we participate in a sales and marketing joint venture in Asia,
which sells and distributes furniture in Korea, Taiwan, Japan, India, Malaysia, and other Asian countries.

We operate a facility in Mexico which produces cut-and-sewn fabric sets for our domestic upholstery
manufacturing facilities. We provide information on sales in the United States, Canada, and other countries in
Note 18 to our consolidated financial statements, which is included in Item 8 of this report. Our net property,
plant, and equipment value in the United States was $120.7 million and $109.9 million at the end of fiscal 2014
and fiscal 2013, respectively. Our net property, plant, and equipment value in foreign countries was $6.8 million
and $8.2 million in fiscal 2014 and fiscal 2013, respectively.

See Item 1A of this report for information about the risks related to our foreign operations.



Internet Availability

Our Forms 10-K, 10-Q, 8-K, and proxy statements on Schedule 14A and amendments to those reports are
available free of charge through links on our internet website, www.la-z-boy.com, as soon as reasonably
practicable after they are electronically filed with, or furnished to, the Securities and Exchange Commission
(SEC). Copies of any materials we file with the SEC can also be obtained free of charge through the SEC’s
website at www.sec.gov. The information on our website is not part of this report.

ITEM 1A. RISK FACTORS.

Our business is subject to a variety of risks. Interest rates, consumer confidence, housing starts and the overall
housing market, increased unemployment, tightening of the financial and consumer credit markets, downturns
in the economy and other general economic factors that affect many other businesses are particularly significant
to us because our principal products are consumer goods.

The risks and uncertainties described below are those that we currently believe may significantly affect our
business. Additional risks and uncertainties that we are unaware of or that we do not currently deem significant
may also become important factors that affect us at a later date. You should carefully consider the risks and
uncertainties described below, together with the other information provided in this document and our
subsequent filings with the Securities and Exchange Commission. Any of the following risks could significantly
and adversely affect our business, results of operations, and financial condition.

Fluctuations in the price, availability and quality of raw materials could cause delays that could result in
our inability to provide goods to our customers or could increase our costs, either of which could decrease
our earnings.

In manufacturing furniture, we use various types of wood, fabrics, leathers, upholstered filling material, steel,
and other raw materials. Because we are dependent on outside suppliers for our raw materials, fluctuations in
their price, availability and quality could have a negative effect on our cost of sales and our ability to meet our
customers’ demands. Competitive and marketing pressures may prevent us from passing along price increases
to our customers, and the inability to meet our customers’ demands could cause us to lose sales. Since we have
a higher concentration (70%) in upholstery sales, including motion furniture, than most of our competitors, the
effects of steel, polyurethane foam, leather and fabric price increases or quantity shortages are more significant
for our business than for most other publicly traded furniture companies. About 82% of our polyurethane foam
comes from one supplier. This supplier has several facilities across the United States, but severe weather or
natural disasters could result in delays in shipments of polyurethane foam to our plants.

A change in the financial condition of some of our domestic and foreign fabric suppliers could impede their
ability to provide their products to us in a timely manner. Upholstered furniture is fashion oriented, and if we
are not able to acquire sufficient fabric variety, or if we are unable to predict or respond to changes in fashion
trends, we may lose sales and have to sell excess inventory at reduced prices. Doing so would have a negative
effect on our sales and earnings.

Availability of foreign sourcing and economic uncertainty in countries outside of the United States in
which we operate or from which we purchase product could adversely affect our business and results of
operations.

We have operations in countries outside the United States, some of which are located in emerging markets.
Long-term economic and political uncertainty in some of the countries in which we operate, such as Mexico and
Thailand, could result in the disruption of markets and negatively affect our business. Our Casegoods segment
is primarily an importer of products manufactured by foreign sources, mainly in China and Vietnam, and our
Upholstery segment purchases cut-and-sewn fabric and leather sets and some finished goods from Chinese and
other foreign vendors. The majority of the cut-and-sewn leather kits that we purchase from China are from one
supplier. Our sourcing partners may not be able to produce goods in a timely fashion or the quality of their
product may lead us to reject it, causing disruptions in our domestic operations and delays in our shipments to
our customers.



There are other risks that are inherent in our non-U.S. operations, including the potential for changes in socio-
economic conditions, changes in laws and regulations, including import, export, labor and environmental laws,
tariffs and trade barriers, monetary and fiscal policies, investments, taxation, and exchange controls.
Additionally, unsettled political conditions, possible terrorist attacks, organized crime and public health
concerns present a risk to our non-U.S. operations. All of these items could make servicing our customers more
difficult or cause disruptions in our plants that could reduce our sales, earnings, or both in the future.

Inability to maintain and enhance our brand and respond to changes in our current and potential
customers’ tastes and trends in a timely manner could adversely affect our business and operating results.
The success of our business depends on our ability to maintain and enhance our brands to increase our business
by retaining customers and attracting new ones. Because furniture product is fashion oriented, changes in
consumers’ tastes and trends and the resultant change in our product mix could adversely affect our business
and operating results. We attempt to minimize these risks by maintaining a strong advertising and marketing
campaign promoting both our brands and our current product designs, styles, quality and prices. If these efforts
are unsuccessful or require us to incur substantial costs, our business, operating results and financial or
competitive condition could be adversely affected.

Loss of market share and other financial or operational difficulties due to competition would likely result
in a decrease in our sales, earnings, and liquidity.

The residential furniture industry is highly competitive and fragmented. We compete with many other
manufacturers and retailers, including online retailers, some of which offer widely advertised products, and others
of which are large retail furniture dealers offering their own store-branded products. Competition in the residential
furniture industry is based on quality, style of products, perceived value, price, service to the customer,
promotional activities, and advertising. The highly competitive nature of the industry means we are constantly
subject to the risk of losing market share, which would likely decrease our future sales, earnings and liquidity. In
addition, due to the large number of competitors and their wide range of product offerings, we may not be able to
differentiate our products (through styling, finish, and other construction techniques) from those of our
competitors. These and other competitive pressures could result in a decrease in our sales, earnings, and liquidity.

Our current retail markets and other markets that we enter in the future may not achieve the growth and
profitability we anticipate. We could incur charges for the impairment of long-lived assets if we cannot
meet our earnings expectations for these markets.

From time to time we acquire retail locations and related assets, remodel and relocate existing stores, and close
underperforming stores. Our assets include goodwill and other indefinite-lived intangible assets in connection
with acquisitions. Profitability of acquired, remodeled, and relocated stores will depend on lease rates (for stores
we lease) and retail sales and profitability justifying the costs of acquisition, remodeling, and relocation. If we
cannot meet our sales or earnings expectations for these stores, we may incur charges for the impairment of
long-lived assets, the impairment of goodwill, or the impairment of other indefinite-lived intangible assets.

Changes in regulation of our international operations could adversely affect our business and results of
operations.

Because we have operations outside of the United States and sell product in various countries, we are subject to
many laws governing international relations, including the Foreign Corrupt Practices Act and the U.S. Export
Administration Act. These laws include prohibitions on improper payments to government officials and
restrictions on where we can do business, what products we can supply to certain countries, and what
information we can provide to certain governments. Violations of these laws, which are complex, may result in
criminal penalties or sanctions that could have a significant adverse effect on our business and results of
operations. Although we have implemented policies and procedures designed to ensure compliance with these
laws, there can be no assurance that our employees, contractors, or agents will not violate our policies.
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Changes in the economy could have a significant negative effect on our sales, results of operations and
cash flows.

Our business is subject to international, national and regional economic conditions. The global economy
experienced a major recession beginning in 2008. Although American and other economies have improved
since then, the pace of improvement in housing, consumer confidence, unemployment and access to consumer
credit has not returned to historic levels. In addition, repercussions from continuing issues with European debt
and currency could further damage the U.S. economy. These factors are outside of our control but they directly
affect our business. An economic downturn could cause our current and potential customers to delay their
purchases or affect their ability to pay, which could reduce our future sales, results of operations and cash flows.

We rely extensively on computer systems to process transactions, summarize results and manage our
business and that of certain independent dealers. Disruptions in both our primary and back-up systems
could adversely affect our business and operating results.

Our primary and back-up computer systems are subject to damage or interruption from power outages,
computer and telecommunications failures, computer viruses, security breaches, natural disasters and errors by
employees. Though losses arising from some of these issues would be covered by insurance, interruptions of
our critical business computer systems or failure of our back-up systems could reduce our sales or result in
longer production times. If our critical business computer systems or back-up systems are damaged or cease to
function properly, we may have to make a significant investment to repair or replace them.

In addition, we are implementing an enterprise resource planning or ERP system in our largest operating unit,
which we expect to accomplish in phases over the next two years. ERP implementations are complex and time-
consuming projects that involve substantial expenditures on system software and implementation activities.
ERP implementations also require transformation of business and financial processes in order to reap the
benefits of the ERP system; any such transformation involves risks inherent in the conversion to a new
computer system, including loss of information and potential disruption to our normal operations. Our business
and results of operations may be adversely affected if we experience operating problems and/or cost overruns
during the ERP implementation process, or if the ERP system and the associated process changes do not give
rise to the benefits that we expect. Additionally, if we do not effectively implement the ERP system as planned
or if the system does not operate as intended, it could adversely affect the effectiveness of or cause delays in our
ability to adequately assess our internal control over financial reporting. Significant delays in documenting,
reviewing and testing our internal control could cause us to fail to comply with our SEC reporting obligations
related to our management’s assessment of our internal control over financial reporting.

We may be subject to product liability claims or undertake to recall one or more products, with a
negative impact on our financial results and reputation.

Millions of our products, sold over many years, are currently used by consumers. We may be named as a
defendant in lawsuits instituted by persons allegedly injured while using one of our products. We have
insurance that we believe is adequate to cover such claims, but we are self-insured for the first $1.5 million in
liability and defense costs. Furthermore, such claims could damage our brands and reputation and negatively
affect our operating results. In addition, regulation of consumer products has increased in recent years as the
U.S. Consumer Product Safety Commission has acquired greater regulatory and enforcement power. Products
that we have previously sold could be the subject of one or more recalls, resulting in related expenses and
potential penalties, injury to our brands and reputation, and negative impact on our operating results.

Our business and our reputation could be adversely affected by the failure to protect sensitive employee
and customer data or to comply with evolving regulations relating to our obligation to protect such data.
Cyber-attacks designed to gain access to sensitive information by breaching security systems of large
organizations leading to unauthorized release of confidential information have occurred recently at a number of
major U.S. companies despite widespread recognition of the cyber-attack threat and improved data protection
methods. A breach in our systems that results in the unauthorized release of sensitive data could have a material
adverse effect on our reputation, and lead to financial losses from remedial actions or potential liability,
possibly including for punitive damages. An electronic security breach resulting in the unauthorized release of
sensitive data from our information systems could also materially increase the costs we already incur to protect
against such risks.
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We are dependent upon suppliers for a portion of raw materials used in the manufacturing of our
products and new regulations related to conflict-free minerals could require us to incur significant
additional expenses in connection with procuring these raw materials.

Pursuant to the Dodd-Frank Wall Street Reform and Consumer Protection Act, the SEC requires companies to
disclose the use of certain minerals, known as “conflict minerals,” in their products. Companies that are subject
to the rules must perform supply chain diligence and disclose whether or not such minerals originate from the
Democratic Republic of Congo and adjoining countries. If the rules remain effective, these new requirements
will require on-going due diligence efforts and compliance with annual disclosure requirements. There may be
significant costs associated with complying with these disclosure requirements, including identifying the
sources of any “conflict minerals” that may be used in our products. In addition, the implementation of these
rules could adversely affect the sourcing, supply and pricing of materials used in our products.

ITEM 1B. UNRESOLVED STAFF COMMENTS.
None.

ITEM 2. PROPERTIES.

We owned or leased approximately 10.8 million square feet of manufacturing, warechousing and distribution
centers, office, showroom, and retail facilities, and had approximately 1.4 million square feet of idle facilities, at
the end of fiscal 2014. Of the 10.8 million square feet occupied at the end of fiscal 2014, our Upholstery
segment occupied approximately 6.5 million square feet, our Casegoods segment occupied approximately 2.0
million square feet, our Retail segment occupied approximately 1.9 million square feet and our Corporate and
other operations occupied the balance.

Our active facilities and retail locations are located in Arkansas, California, Connecticut, Delaware, Florida,
[llinois, Indiana, Kansas, Kentucky, Maryland, Massachusetts, Michigan, Mississippi, Missouri, Nevada, New
Hampshire, New Jersey, New York, North Carolina, Ohio, Pennsylvania, Rhode Island, Tennessee, Utah, Virginia,
Washington D.C., Wisconsin, Coahuila (Mexico) and Bangkok (Thailand). All of our plants and stores are well
maintained and insured. We do not expect any major land or building additions will be needed to increase capacity
in the foreseeable future for our manufacturing operations. We own all of our domestic plants and our joint venture
owns our Thailand plant. We lease the majority of our retail stores and regional distribution centers, as well as our
manufacturing facility in Mexico. For information on terms of operating leases for our properties, see Note 12 to
our consolidated financial statements, which is included in Item 8 of this report.

ITEM 3. LEGAL PROCEEDINGS.

We are involved in various legal proceedings arising in the ordinary course of our business. Based on a review
of all currently known facts and our experience with previous legal matters, we have recorded expense in
respect of probable and reasonably estimable losses arising from legal matters and currently do not anticipate
any material additional loss.

ITEM 4. MINE SAFETY DISCLOSURES.
Not applicable.
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EXECUTIVE OFFICERS OF THE REGISTRANT

Listed below are the names, ages and current positions of our executive officers and, if they have not held those
positions for at least five years, their former positions during that period with us or other companies. All
executive officers serve at the pleasure of the board of directors.

Kurt L. Darrow, age 59
*  Chairman, President and Chief Executive Officer since August 2011
*  President and Chief Executive Officer from September 2003 through August 2011

Louis M. Riccio, Jr., age 51
e Senior Vice President of La-Z-Boy and Chief Financial Officer since July 2006
e Treasurer from February 2010 through April 2010

Mark S. Bacon, Sr., age 51
*  Senior Vice President of La-Z-Boy and President of La-Z-Boy Branded Business since July 2011
*  Senior Vice President of La-Z-Boy and Chief Retail Officer from October 2008 through July 2011

Steven M. Kincaid, age 65
*  Senior Vice President of La-Z-Boy and President of Casegoods since November 2003
*  President, Kincaid Furniture Company, Incorporated since June 1983

Otis S. Sawyer, age 56

*  Senior Vice President of La-Z-Boy and President of Non-Branded Upholstery since February 2008
*  President, England, Inc. since February 2008
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PART II
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES.

Dividend and Market Information

The New York Stock Exchange is the principal market on which our common stock is traded. The tables below
show the high and low sale prices of our common stock on the New York Stock Exchange during each quarter
of our last two fiscal years.

Market Price
Fiscal 2014
Quarter Dividends
Ended Paid High Low Close
July 27 $ 0.04 $ 2233 § 1748 $ 20.34
OcCtober 26 ..ot $ 0.04 $ 2442 § 20.12  § 23.35
January 25. ... oo $ 006 $ 3122 § 2279 § 27.19
April 26, ..o e e $ 0.06 $ 2848 $ 24.04 $ 24.55
$ 0.20
Market Price
Fiscal 2013
Quarter Dividends
Ended Paid High Low Close
July 28 e $ — 3 1643 § 1095 § 12.09
October 27 e e e $ — 3 1713 § 1146 $ 16.18
January 26. .. ..ot e $ 0.04 $ 17.06 $ 13.30 § 15.74
April 27 e $ 0.04 $ 1943 § 15.00 $ 17.69
$ 0.08

Our credit agreement would prohibit us from paying dividends or purchasing shares if excess availability, as
defined in the agreement, fell below 12.5% of the revolving credit commitment or if we failed to maintain a
fixed charge coverage ratio of at least 1.05 to 1.00 on a pro forma basis. The agreement would not currently
prohibit us from paying dividends or repurchasing shares. Refer to Note 11 of the consolidated financial
statements in Item 8§ for further discussion of our credit agreement. The payment of future cash dividends is
within the discretion of our board of directors and will depend, among other factors, on our earnings, capital
requirements and operating and financial condition, as well as excess availability under the credit agreement.

Shareholders
We had approximately 13,900 shareholders of record at June 10, 2014.

Equity Plans

The table below provides information concerning our compensation plans under which common shares may be
issued.
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Equity Compensation Plan Information as of April 26, 2014

Number of
securities remaining
available for future

Number of issuance under
securities to be equity
issued upon Weighted- average compensation plans
exercise of exercise price of (excluding
outstanding outstanding securities reflected
Plan category options (i) options (ii) in column (1)) (iii)
Equity compensation plans approved by shareholders ... 798,270(1) $ 11.79 6,828,381(2)

Note 1: These options were issued under our 2010 Omnibus Incentive Plan and 2004 Long-Term Equity Award
Plan. No additional options can be awarded under the 2004 plan, but as of April 26, 2014, 30,050 options were
still outstanding under the 2004 plan.

Note 2: This amount is the aggregate number of shares available for future issuance under our 2010 Omnibus
Incentive Plan. The omnibus incentive plan provides for awards of stock options, restricted stock, and
performance awards (awards of our common stock based on achievement of pre-set goals over a performance
period) to selected key employees and non-employee directors. We have performance awards outstanding under
the plan that would reduce the number of shares remaining available for future issuance under the plan by
2,184,357 shares, assuming the maximum performance targets were achieved.

Performance Graph
The graph below shows the cumulative total return for our last five fiscal years that would have been realized

(assuming reinvestment of dividends) by an investor who invested $100 on April 25, 2009 in our common
shares, in the S&P 500 Composite Index and in the Dow Jones U.S. Furnishings Index.

Comparison of 5 Year Cumulative Total Return
Assumes Initial Investment of $100
April 2014

1,400.00

1,200.00

1,000.00 //
800.00

600.00 / ~

400.00 /
B
200.00 Z % A, ﬁ%

0.00

4/25/2009 412412010 4/3012011 412812012 412712013 412612014
| —o—LA-Z-BOY Inc. —S&P 500 Index - Total Returns ——Dow Jones US Furnishings Index |
Company/Index/Market 2009 2010 2011 2012 2013 2014
La-Z-Boy Incorporated ........... $ 100 § 679.72 $ 54194 § 70691 $§ 81930 $ 1,146.54
S&P 500 Composite Index .. ...... $ 100 $ 14350 $§ 164.03 $ 17249 $ 19892 § 239.23

Dow Jones U.S. Furnishings Index $ 100 § 173.53 § 20676 § 19797 § 182.03 $§ 200.96
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Purchases of Equity Securities by the Issuer and Affiliated Purchasers

Our board of directors has authorized the purchase of company stock. As of April 26, 2014, 2.8 million shares
remained available for purchase pursuant to this authorization. We spent $32.1 million in fiscal 2014 to purchase
1.3 million shares. During the fourth quarter of fiscal 2014, pursuant to the existing board authorization, we
adopted a plan to purchase company stock pursuant to Rule 10b5-1 of the Securities Exchange Act of 1934. The
plan was effective May 5, 2014. Under this plan, our broker has the authority to purchase company shares on our
behalf, subject to SEC regulations and the price, market volume and timing constraints specified in the plan. The
plan expires at the close of business on August 31, 2014. With the cash flows we anticipate generating in fiscal

2015, we expect to continue being opportunistic in purchasing company stock.

The following table summarizes our purchases of company stock during the fourth quarter of fiscal 2014:

Total
number of Maximum
shares number of
purchased as  shares that
Total part of may yet be
number of Average publicly purchased
shares price paid announced under the
(Shares in thousands) purchased per share plan plan
Fiscal February (January 26 — March 1, 2014) ........... 201 $ 26.52 201 3,080
Fiscal March (March 2 — March 29, 2014)............... 230 $ 26.42 230 2,850
Fiscal April (March 30 — April 26,2014)................ 15 $ 26.78 15 2,835
Fiscal Fourth Quarter of 2014 ................coiiin... 446 $ 26.48 446 2,835

Recent Sales of Unregistered Securities
There were no sales of unregistered securities during fiscal year 2014.
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ITEM 6. SELECTED FINANCIAL DATA.

The following table presents our selected financial data. The table should be read in conjunction with Item 7,
Management’s Discussion and Analysis of Financial Condition and Results of Operations, and Item 8§,
Financial Statements and Supplementary Data, of this Annual Report on Form 10-K. This information is

derived from our audited financial statements and should be read in conjunction with those statements,

including the related notes.

Consolidated Five-Year Summary of Financial Data

(Dollar amounts in thousands, except per share data) (52 weeks) (52 weeks) (52 weeks) (53 weeks) (52 weeks)
Fiscal Year Ended 4/26/2014 4/27/2013 4/28/2012 4/30/2011 4/24/2010
SalES .« et e $1,357,318 $1,273,877 $1,166,705 $1,115,489 $1,101,632
Cost of sales
Costofgoodssold . ...ouuuniiiiiiiiiii e 888,025 854,542 795,957 773,256 738,625
REStrUCtUring « v« vvvvenet ettt et eeeann 4,839 2,480 13 (162) 2,141
Total cost Of SaleS. v vvv v iet it iiiee e 892,864 857,022 795,970 773,094 740,766
Grossprofit .. .oovvveeiiiiii it 464,454 416,855 370,735 342,395 360,866
Selling, general and administrative expense. .. ............ 375,158 349,101 321,770 314,078 321,096
Restructuring . .« oo vvveiet i i — 151 268 650 1,293
Write-down of long-lived assets ..........ccoovvevvnnn.. — — — 4,392 —
Operating iNCOME . v v v vvevveevnnneeeennneneennnns 89,296 67,603 48,697 23,275 38,477
INterest EXPense « v oo v ve et iin i iie it 548 746 1,384 2,346 2,972
INterest iNCOME. « o oo v ve ittt ieennnns 761 620 609 943 723
Income from Continued Dumping and Subsidy Offset Act, net — — 11,066 648 3,269
Other income (EXPense), Nt v vvevvnveeeernneeeeennnns 2,050 3,208 (38) 402 482
Income from continuing operations before income taxes. . . 91,559 70,685 58,950 22,922 39,979
Income tax expense (benefit) . ..., 31,383 23,520 (25,052) 7,409 10,669
Income from continuing operations . ...........oeeen.. 60,176 47,165 84,002 15,513 29,310
Income (loss) from discontinued operations, net of tax . .. ... (3,796) 17 4,906 1,860 2,049
NEtINCOME .« v v vve et et eeeeeeaeann 56,380 47,182 88,908 17,373 31,359
Net (income) loss attributable to noncontrolling interests . . . . (1,324) (793) (942) 6,674 1,342
Net income attributable to La-Z-Boy Incorporated. . . . . ... $ 55056 $ 46389 $ 87,966 $§ 24,047 $ 32,701
Net income attributable to La-Z-Boy Incorporated:
Income from continuing operations attributable to La-Z-Boy
INCOrporated «vvvveeeeeeni e eeeienneanns $ 58852 $ 46,372 $ 83,060 $ 22,187 $ 30,652
Income (loss) from discontinued operations . .......... (3,796) 17 4,906 1,860 2,049
Net income attributable to La-Z-Boy Incorporated . ........ $ 55056 § 46,389 § 87,966 § 24,047 § 32,701
Basic weighted average shares. . ..o oovveeinnneeennnnns 52,386 52,351 51,944 51,849 51,533
Basic net income attributable to La-Z-Boy Incorporated per
share:
Income from continuing operations attributable to La-Z-Boy
Incorporated ......vvviiiuiiernnnniiiieaaanns $ .11 § 087 $ 1.57 § 042 $ 0.59
Income (loss) from discontinued operations . .......... (0.07) — 0.09 0.04 0.04
Basic net income attributable to La-Z-Boy Incorporated per
Share .. e $ 1.04 $ 0.87 $ 1.66 $ 046 $ 0.63
Diluted weighted average shares ....................... 53,829 53,685 52,478 52,279 51,732
Diluted net income (loss) attributable to La-Z-Boy
Incorporated per share:
Income from continuing operations attributable to La-Z-Boy
Incorporated ....vevvviiiieeeiiiiiiiiieeaaaaa, $ 1.09 $ 085 $ 155§ 041 $ 0.58
Income (loss) from discontinued operations . .......... (0.07) — 0.09 0.04 0.04
Diluted net income attributable to La-Z-Boy Incorporated
PELSNAIE « vttt e $ 1.02 § 0.85 $ 1.64 § 045 $ 0.62
Dividends declared pershare . ..............ooovinnnn. $ 020 $ 0.08 $ — $ — 3 —
Book value of year-end shares outstanding (1) ............ $ 10.04 $ 925 % 8.46 $ 6.96 $ 6.56
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Consolidated Five-Year Summary of Financial Data (continued)

(Dollar amounts in thousands) (52 weeks) (52 weeks) (52 weeks) (53 weeks) (52 weeks)
Fiscal Year Ended 4/26/2014 4/27/2013 4/28/2012 4/30/2011 4/24/2010
Return on average total equity (2)................ 11.8% 10.0% 20.7% 4.4% 9.1%
Gross profit as a percent of sales................. 34.2% 32.7% 31.8% 30.7% 32.8%
Operating profit as a percent of sales............. 6.6% 5.3% 4.2% 2.1% 3.5%
Effective tax rate (2)...vvvvrvnenriinnnennnnnns 34.3% 33.3% (42.5)% 32.3% 26.7%
Returnonsales (2) vovvviriniininiiinnennenn.. 4.4% 3.7% 7.2% 1.4% 2.7%
Depreciation and amortization................... $ 23,182 § 23,140 $ 23,486 $ 24,302 $ 25,246
Capital expenditures..........coovvvenenenenn... $ 33,730 $ 25912 $ 15,663 $ 10,540 $ 10,986
Property, plant and equipment, net............... $127,535 $118,060 $114,366 $120,603 $138,857
Working capital ........oovuiiiniiiiniiiinann $355,290 $350,717 $350,241  $300,119 $279,768
Current 1atio (3) . v e evi it i e 31to1 33t01 33t01 33t01 29to 1
TOtal ASSELS . v v vttt e e et $771,295 $720,371 $685,739  $593,455 $607,783
Long-term debt, excluding current portion. ....... $ 277 $ 7,576 $ 7,931 $ 29937 $ 46917
Totaldebt .......ooovuiiiii i $ 7,774 $ 8,089 $ 9,760 § 35,057 $ 47,983
Total equity......voeveiniieii i $529,718 $491,968 $447,815 $364,140 $343,114
Debt to equity ratio (4). . vovvvrenenieennennennn. 1.5% 1.6% 2.2% 9.6% 14.0%
Debt to capitalization ratio (5)................... 1.4% 1.6% 2.1% 8.8% 12.3%
Shareholders.........cooeviiiiniiiniiinnnnn.. 13,900 12,400 13,900 13,900 17,400
EMployees. . ..cvuvneneiiie it 8,300 8,185 8,160 7,910 8,290

(1) Equal to total La-Z-Boy Incorporated shareholders’ equity divided by the number of outstanding
shares on the last day of the fiscal year

(2) Based on income from continuing operations

(3) Equal to total current assets divided by total current liabilities

(4) Equal to total debt divided by total equity

(5) Equal to total debt divided by total debt plus total equity
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Unaudited Quarterly Financial Information Fiscal 2014

(Dollar amounts in thousands, except per share data) (13 weeks) (13 weeks) (13 weeks) (13 weeks)
Fiscal Quarter Ended 7/27/2013  10/26/2013  1/25/2014  4/26/2014
Sl vttt i e $305,502 $352,271 $346,525 $353,020
Cost of sales
Cost 0f 200ds SOld .. vvveii i e 203,949 229,727 224,786 229,563
ReStUCTUIING. v vttt ettt ettt e e e i i nennens 87 (142) (60) 4,954
Total oSt Of SAlES v vvvvi i iiit i e 204,036 229,585 224,726 234,517
GIOSS PIOfIt vttt ettt e et et e i i e 101,466 122,686 121,799 118,503
Selling, general and administrative eXpense. .......c.oevveennenn.. 86,701 96,568 95,915 95,974
Operating INCOME .« v vt vttt et et eeeeieeneenneeneennennennns 14,765 26,118 25,884 22,529
INEETESt EXPEINSE . v v v v vttt et e e et eeieeeneennneennnens 136 133 142 137
INtereSt INCOME. « oo\ttt et et ei e eeieeannans 180 176 183 222
Other income (EXPense), NEt. .. vvuvenrennerneeneenneeneennennens 537 (279) 849 943
Income from continuing operations before income taxes ........ 15,346 25,882 26,774 23,557
INCOME tax EXPenSe . .vuueenne ettt 5,445 8,425 8,916 8,597
Income from continuing Operations ............ceeeeueeenuennen. 9,901 17,457 17,858 14,960
Income (loss) from discontinued operations, net of tax............ 34 (440) (987) (2,403)
NEtINCOME .\ttt ittt ettt i e et eieeaieeanneannns 9,935 17,017 16,871 12,557
Net income attributable to noncontrolling interests ............... (345) (273) (388) (318)
Net income attributable to La-Z-Boy Incorporated.............. $ 9,590 $ 16,744 $ 16,483 $ 12,239

Net income attributable to La-Z-Boy Incorporated:
Income from continuing operations attributable to La-Z-Boy

INCOrporated. ..o vvretete e e e $ 9,556 $ 17,184 $ 17,470 $ 14,642
Income (loss) from discontinued operations .................. 34 (440) (987) (2,403)
Net income attributable to La-Z-Boy Incorporated. ............. $ 9,590 $ 16,744 $ 16,483 $ 12,239
Diluted weighted average shares..............c.cooviiiiiena... 53,051 53,261 53,226 53,519
Diluted net income attributable to La-Z-Boy Incorporated per
share:
Income from continuing operations attributable to La-Z-Boy
INCOrporated. ..o vveee et et e e $§ 018 $ 0328 033 §$ 027
Loss from discontinued operations ............cooevieennenn.. — (0.01) (0.02) (0.04)
Diluted net income attributable to La-Z-Boy Incorporated per
Share. o e $§ 018 $ 031 § 031 $ 023
Dividends declared pershare...........ccoiiiiiiiiiiinnan.n, § 004 3% 004 S 006 $ 0.06
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Unaudited Quarterly Financial Information Fiscal 2013
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(Dollar amounts in thousands, except per share data) (13 weeks) (13 weeks) (13 weeks) (13 weeks)
Fiscal Quarter Ended 7/28/2012  10/27/2012  1/26/2013  4/27/2013
......................................................... $286,598 $306,523 $334,916 $345,840
Cost of sales
Cost of goods sold......covvuiiiiiiiii i 199,156 206,252 223,680 225,454
ReStUCTUIING. . vt vt e ettt et e e i i enennens — 2,509 — (29)
Total CoSt Of SAlES v vvvv it it 199,156 208,761 223,680 225,425
GTOSS PIOfIt .« e ettt e 87,442 97,762 111,236 120,415
Selling, general and administrative eXpense. .......c..evveeneenn.. 79,950 87,437 88,448 93,266
REStIUCTUIING .\ vttt ittt ettt et e e e eaennens 31 62 30 28
Operating INCOME .+ o vt vte ittt eteneeneeneennenneeneennennns 7,461 10,263 22,758 27,121
INterest EXPenSe . . ..o vttt e e 173 191 148 234
INterest iNCOME. .« v vttt ettt e e i enennens 121 116 197 186
Other income (€XPense), Net. .. vvuveneenneeneeneenneeneennennnns (99) 212 2,403 692
Income from continuing operations before income taxes ........ 7,310 10,400 25,210 27,765
Income tax eXpense ......ovueeeiniiiiii i 2,704 3,755 8,371 8,690
Income from continuing Operations ............c..eeveenuennen. 4,606 6,645 16,839 19,075
Income (loss) from discontinued operations, net of tax............ 89 187 324 (583)
................................................. 4,695 6,832 17,163 18,492
Net income attributable to noncontrolling interests ............... (297) (213) (99) (184)
Net income attributable to La-Z-Boy Incorporated.............. $ 4398 $ 6,619 $ 17,064 $ 18,308
Net income attributable to La-Z-Boy Incorporated:
Income from continuing operations attributable to La-Z-Boy
INCOTPOrated. . .o v vttt ettt $ 4309 $§ 6,432 $ 16,740 $ 18,891
Income (loss) from discontinued operations .................. 89 187 324 (583)
Net income attributable to La-Z-Boy Incorporated.............. $ 4398 $ 6,619 $ 17,064 $ 18,308
Diluted weighted average shares............ccovviviiiiinnenn... 53,040 53,268 53,401 53,754
Diluted net income attributable to La-Z-Boy Incorporated per
Income from continuing operations attributable to La-Z-Boy
INCOTporated. . .o vvve et et e $ 008 $ 012 $ 031 $ 034
Income (loss) from discontinued operations .................. — — 0.01 (0.01)
Diluted net income attributable to La-Z-Boy Incorporated per
...................................................... $§ 008 $ 012 § 032§ 033
Dividends declared pershare............coovuiiiniiniennenne... $ — S — $ 0043 004



ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS.

We have prepared this Management’s Discussion and Analysis as an aid to better understand our financial
results. It should be read in conjunction with the accompanying Consolidated Financial Statements and related
Notes to Consolidated Financial Statements. We begin with an introduction to our key businesses and
significant operational events in fiscal 2014. We then provide discussions of our results of operations, liquidity
and capital resources, and critical accounting policies.

As described below, during fiscal 2014, we sold substantially all of the assets of our Bauhaus U.S.A. business
unit and marketed for sale our youth furniture business, Lea Industries, a division of La-Z-Boy Greensboro, Inc.
As aresult, the operating results of Bauhaus and Lea Industries are reported as discontinued operations for all
periods presented in this report, and the assets and liabilities of Lea Industries are classified as held for sale as
of April 26, 2014. As such, this Management’s Discussion and Analysis reflects the results of continuing
operations, unless otherwise noted. We previously reported results of Bauhaus as a component of our
Upholstery segment and those of Lea Industries as a component of our Casegoods segment.

Introduction
Qur Business

La-Z-Boy Incorporated and its subsidiaries manufacture, market, import, distribute and retail upholstery
furniture products. In addition, we import, distribute and retail accessories and casegoods (wood) furniture
products. We are the leading global producer of reclining chairs and the second largest manufacturer/distributor
of residential furniture in the United States according to the May 2014 Key Sources for the U.S. Furniture
Market in Furniture Today. The La-Z-Boy Furniture Galleries® stores retail network is the second largest
retailer of single-branded furniture in the United States according to the May 2014 Top 100 ranking by
Furniture Today. We have seven major North-American manufacturing locations to support our speed to
market and customization strategy.

We sell our products, primarily in the United States and Canada, to furniture retailers and directly to consumers
through stores that our subsidiaries own and operate. The centerpiece of our retail distribution strategy is our
network of 315 La-Z-Boy Furniture Galleries® stores and 570 Comfort Studios® locations, each dedicated to
marketing our La-Z-Boy branded products. We consider this dedicated space to be “branded outlets” or
“proprietary.” We own 101 of the La-Z-Boy Furniture Galleries® stores. The remainder of the La-Z-Boy Furniture
Galleries® stores, as well as all 570 Comfort Studios® locations, are independently owned and operated. La-Z-
Boy Furniture Galleries® stores help consumers furnish their homes by combining the style, comfort and quality
of La-Z-Boy furniture with our available in-home design service. Comfort Studios® locations are defined spaces
within larger independent retailers that are dedicated to displaying and selling La-Z-Boy branded products. In
addition to the La-Z-Boy Comfort Studios® locations, our Kincaid and England operating units have their own
dedicated proprietary in-store programs with 500 outlets and 3.8 million square feet of proprietary floor space. In
total, our proprietary floor space includes approximately 11.3 million square feet.

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

e Upholstery Segment. Our Upholstery segment is our largest segment in revenue, and consists of two
operating units: La-Z-Boy, our largest operating unit, and our England subsidiary. Our Upholstery
segment manufactures or imports upholstered furniture such as recliners and motion furniture, sofas,
loveseats, chairs, sectionals, modulars, ottomans and sleeper sofas. This segment sells directly to La-Z-
Boy Furniture Galleries® stores, operators of Comfort Studios® locations, major dealers and other
independent retailers.
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e Casegoods Segment. Our Casegoods segment is an importer, marketer, manufacturer and distributor of
casegoods (wood) furniture such as bedroom sets, dining room sets, entertainment centers, occasional
pieces, and some coordinated upholstered furniture. The Casegoods segment consists of three brands:
American Drew, Hammary, and Kincaid. The Casegoods segment sells primarily to major dealers and
other independent retailers.

e Retail Segment. Our Retail segment consists of 101 company-owned La-Z-Boy Furniture Galleries®
stores located in 12 markets ranging from southern California to the Midwest to the East Coast. The
Retail segment primarily sells upholstered furniture, in addition to some casegoods and other
accessories, to the end consumer through our retail network.

Significant Operational Events in Fiscal 2014

During fiscal 2014, we generated $90.8 million in cash from operating activities, due to stronger sales volume
and improved profitability margins in our Upholstery and Retail segments. We used the cash generated from
operating activities, combined with our existing cash on hand, to fund capital expenditures, purchase shares of
our stock and to pay dividends to shareholders. In addition, we funded $15.0 million of investment purchases to
enhance our returns on our cash.

Also during fiscal 2014, we sold substantially all of the assets of our Bauhaus U.S.A. business unit for $6.8
million in cash and the purchaser’s assumption of specified liabilities. As a result of the sale, we recorded a pre-
tax loss of $1.1 million related to discontinued operations. In addition, we committed to a restructuring of our
casegoods business to transition to an all-import model for our wood furniture. As a part of this restructuring,
we will cease production of casegoods products in our Hudson, North Carolina facility during the second
quarter of fiscal 2015 and transition our Kincaid and American Drew bedroom product lines to imported
product. Due to this plant closure, we will also be exiting the hospitality business as we manufactured those
products in the Hudson facility. We are transitioning our warehousing and repair functions from two North
Wilkesboro, North Carolina facilities to the Hudson facility. The two North Wilkesboro facilities are currently
being marketed for sale, as will the wood-working equipment from our Hudson plant. Also in connection with
the restructuring, we are marketing for sale our youth furniture business, Lea Industries, as it does not align with
our long-term strategic objectives. As a result of our restructuring actions, we recorded pre-tax charges of $8.1
million ($5.3 million after tax) during fiscal 2014, with $4.8 million pre-tax ($3.2 million after tax) related to
continuing operations and $3.3 million pre-tax ($2.1 million after tax) related to discontinued operations. We
expect approximately $2 million additional restructuring charges during fiscal 2015 as a result of these
restructuring actions. The total restructuring charges for these actions are lower than our previous estimate of
$13 to $15 million, primarily because the LIFO basis of some of our inventory was already at a lower cost than
the expected realizable value, as well as better than expected fair value appraisals on our idled assets.

These items are all discussed in more detail throughout this Management’s Discussion and Analysis.

Results of Operations
Fiscal Year 2014 Compared to Fiscal Year 2013

La-Z-Boy Incorporated

(52 weeks) (52 weeks) Percent
(Amounts in thousands, except percentages) 4/26/2014 4/27/2013 Change
Consolidated Sales. . ....ovviii e e e e $1,357,318 $1,273,877 6.6%
Consolidated operating INCOME . ... .vvvvueneinenininiienenenenn.. 89,296 67,603 32.1%
Consolidated operating margin ...........oueeueenrenneeneeneennenns 6.6% 5.3%
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Sales
Our consolidated sales increased by $83.4 million in fiscal 2014 as compared to fiscal 2013. Our
Upholstery and Retail segments both reported higher sales as compared to the prior year, driven by the
combination of stronger volume, favorable changes in product mix, and selling price increases. Partly
offsetting these sales increases was continued weakness in sales volume in our Casegoods segment.

These items are further explained in the discussion of each of our operating segment’s results later in this
Management’s Discussion and Analysis.

Operating Margin
Our consolidated operating margin increased by 1.3 percentage points in fiscal 2014. Our Retail segment’s
operating margin continued to improve in fiscal 2014 as compared to the prior year and our Upholstery
segment’s operating margin also increased compared to the prior year. These improvements were partially
offset by our Casegoods segment, whose operating margin declined in fiscal 2014 as compared to fiscal 2013.

e  Our gross margin increased 1.5 percentage points in fiscal 2014 as compared to fiscal 2013. Our
consolidated gross margin increased due in part to fiscal 2014’s higher weighting of sales in our Retail
segment, which carry a higher gross margin than our wholesale segments. Gross margin in our
Upholstery segment benefited from favorable absorption of fixed costs resulting from sales volume
increases. Our Retail segment’s gross margin improved as a result of improved merchandising and a
higher priced product mix.

e Selling, General, and Administrative (“SG&A”) expenses increased in absolute dollars in fiscal 2014
as compared to fiscal 2013, and increased as a percentage of sales by 0.2 percentage point in fiscal
2014 as compared to fiscal 2013.

o Advertising costs were 0.2 percentage point higher in fiscal 2014 than fiscal 2013, due primarily
to increased spending related to ourLive Life Comfortably marketing campaign, and incentive
compensation costs were 0.2 percentage point higher in fiscal 2014 as compared to fiscal 2013.
The main drivers of the increase in incentive compensation costs during fiscal 2014 were the
improvement in our consolidated financial performance and the increase in our share price
during the period. Several of our share-based compensation awards are liability-based and/or
performance-based awards, and their cumulative expense to date is adjusted at the end of each
period based on the share price on the last day of the reporting period and the ultimate amount of
awards expected to vest. These items were partly offset by a reduction in the provision for
doubtful accounts of 0.3 percentage point, due to the continued improvement in the financial
health of our customer base, especially our independent La-Z-Boy Furniture Galleries® dealers.

Upholstery Segment

(52 weeks) (52 weeks) Percent
(Amounts in thousands, except percentages) 4/26/2014 4/27/2013 Change
Sl ettt e $1,099,050 $1,029,765 6.7%
OPperating INCOME ... ovvueiettit ettt ittt eieneaneneanenennns 117,688 95,571 23.1%
Operating MArZIN . ....eeeeeeneeneennenneeneeneennenneeneennennenns 10.7% 9.3%
Sales

Our Upholstery segment’s sales increased $69.3 million in fiscal 2014 as compared to fiscal 2013, an
increase of 6.7%. Increased volume drove 4.4% of the increase as compared to the prior year, higher selling
prices accounted for 1.8% of the increase, with the remainder primarily attributable to favorable changes in
product mix. Changes in product mix most notably included a shift to more stationary sofas and occasional
chairs, as well as a higher number of recliners sold in fiscal 2014 as compared to fiscal 2013. During fiscal
2014, we sold more powered motion units as compared to fiscal 2013, which have higher average selling
prices than motion units without power, contributing to the increase in sales. We believe the increase in unit
volume was a result of our Live Life Comfortably marketing campaign, the strength of our stationary
product introductions and our improved product value and styling. We also believe these factors continued
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to drive increased volume for our La-Z-Boy branded business and generated the improved performance of
our retail store network, which includes both our company-owned and independent-licensed stores.

Operating Margin
Our Upholstery segment’s operating margin increased by 1.4 percentage points in fiscal 2014 compared to
fiscal 2013.

e The segment’s gross margin increased 1.4 percentage points during fiscal 2014 compared to the fiscal
2013 due to a combination of factors. Higher unit volume, selling price, product mix changes, and
operational efficiencies amounted to a 2.1 percentage points benefit. These items more than offset the
impact of raw material cost increases of 0.8 percentage point.

e The segment’s SG&A expense as a percentage of sales was flat in fiscal 2014 as compared to fiscal
2013. Our sales increase led to improved absorption of fixed costs and we reduced the provision for
doubtful accounts by $3.8 million, or 0.4 percentage point, due to the continued improvement in the
financial condition of our customer base, especially our independent La-Z-Boy Furniture Galleries®
dealers. These items, however, were offset by the impact of higher incentive compensation costs and
advertising costs of 0.2 percentage point.

Casegoods Segment

(52 weeks) (52 weeks) Percent
(Amounts in thousands, except percentages) 4/26/2014 4/27/2013 Change
Sl vttt e e e e $ 106,752 $ 112,527 5.D)%
OPErating INCOME .. vttt eteeeeeeeeeennenneeneennenneeneensennenns 3,397 3,703 (8.3)%
Operating MArZIN . .vue e e eeneeneennenneeneenuenneeneennennenns 3.2% 3.3%
Sales

Our Casegoods segment’s sales showed continued weakness in fiscal 2014, decreasing by $5.8 million
compared with fiscal 2013, due to lower sales volume of $5.6 million and higher discounts of $0.2 million.
The replacement cycle is longer for casegoods furniture than for upholstered furniture, given that casegoods
furniture is more durable and has a higher average ticket price, and we believe this has negatively impacted
our sales in this segment. In addition, there has been a shift in consumer preference from formal and
traditional product styling to more casual transitional and contemporary product. Previously, our product
line did not shift quickly enough in response to this change in consumer preference, but we are now
addressing this change by refreshing our casegoods product line.

Operating Margin
Our Casegoods segment’s operating margin declined 0.1 percentage point in fiscal 2014 compared to fiscal
2013. The decline in operating income was driven by the decline in sales, as well as our inability to absorb

costs.

Retail Segment

(52 weeks) (52 weeks) Percent
(Amounts in thousands, except percentages) 4/26/2014 4/27/2013 Change
Sl vttt e e $ 298,642 $ 264,723 12.8%
OPperating INCOME ... ovvutitt ettt ent it eeneanenennenennns 11,128 4,099 171.5%
Operating Margin . ......cueveeneeneneeneneeneneeneneenenennenennns 3.7% 1.5%
Sales

Our Retail segment’s sales increased $33.9 million in fiscal 2014 as compared to fiscal 2013. Approximately
$10.2 million of this increase resulted from our acquisition of nine stores in the southern Ohio market in
October 2012. Stores we acquired in the Las Vegas market in October 2013 and in northeast Ohio in
November 2013 produced an additional $9.1 million in sales. Our average sales ticket increased during the
fiscal year even though our traffic was essentially flat on a same-store basis. We believe the remaining
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increase in our sales in fiscal 2014 resulted from our Live Life Comfortably marketing campaign, the strength
of our stationary product introductions and our improved product value and styling.

Operating Margin
Our Retail segment’s operating margin improved 2.2 percentage points in fiscal 2014 compared to fiscal
2013.

e  The segment’s gross margin improved 1.0 percentage point in fiscal 2014 compared to fiscal 2013,
benefitting from better product merchandising.
e The segment’s SG&A costs as a percent of sales improved 1.2 percentage points in fiscal 2014.
o  Our sales increase allowed us to reduce our fixed SG&A expenses (primarily occupancy and
administrative costs) as a percentage of sales.
o We incurred additional costs during the year, however, in acquiring stores and building and
opening new stores. Our 4-4-5 program, through which we expect to expand the La-Z-Boy
Furniture Galleries® stores network to 400 stores averaging $4 million in sales per store over
the five year period that began with fiscal 2014, is a key growth strategy for our company,
which we expect will result in growth in our Retail segment through increased company-
owned store count. As we execute this strategy over the next few years, we will incur SG&A
expense for items such as pre-opening rent, staffing, and technology-related expenses. During
fiscal 2014, we acquired five existing La-Z-Boy Furniture Galleries® stores, opened five new
stores and remodeled one existing store to our new concept design format. The associated
costs of these activities, as well as other new store construction and remodel projects that are
in the pipeline for fiscal 2015, increased our SG&A costs as a percentage of sales.

Corporate and Other
(52 weeks) (52 weeks) Percent

(Amounts in thousands, except percentages) 4/26/2014 4/27/2013 Change
Sales:

Corporate and Other .......oovitin it iiiinenns 2,463 2,313 6.5%

ElMInations . ....uunteni ittt eiieeiieenieeanneannns (149,589) (135,451) (10.4)%
Operating loss:

REStUCTUIING. « v vttt ettt ettt e e e i i eanennenns (4,839) (2,631) N/M

Corporate and Other ........ooiitiniiiiii i i enenns (38,078)  (33,139) (14.9)%

N/M — Not Meaningful

Sales
Eliminations increased in fiscal 2014 as compared to fiscal 2013 due to higher sales from our Upholstery
and Casegoods segments to our Retail segment as a result of the increased volume in the Retail segment.

Operating Loss
Our Corporate and Other operating loss increased $4.9 million in fiscal 2014 compared to fiscal 2013 due

primarily to higher incentive compensation costs, as well as higher charges related to exiting owned real
estate that we are not operating in the normal course of our business.

The $4.8 million restructuring charge recorded in fiscal 2014 mainly related to fixed asset and inventory
write-downs associated with the restructuring of our casegoods business to cease domestic manufacturing
and transition to an all-import model for our wood furniture. The $2.6 million restructuring charge recorded
in fiscal 2013 mainly related to fixed asset and inventory write-downs associated with the closure of the
lumber processing operation in our Casegoods segment.
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Other Income

Other income was $1.2 million lower in fiscal 2014 as compared to fiscal 2013, primarily due to higher gains
realized in fiscal 2013 on the sales of investments which fund our non-qualified defined benefit retirement plan.

Income Taxes

Our effective tax rate for continuing operations was 34.3% for fiscal 2014 compared with 33.3% for fiscal 2013.
Our effective tax rate varies from the 35% U.S. federal statutory rate primarily due to state income taxes and the
U.S. manufacturing deduction. Items impacting our effective tax rate for fiscal 2014 included a tax benefit of
$1.2 million for the release of valuation allowances relating to certain U.S. state deferred tax assets and a net tax
benefit of $0.5 million from other adjustments. Absent discrete adjustments, the effective tax rate for continuing
operations in fiscal 2014 would have been 36.1%. In fiscal 2013, we recorded an income tax benefit of 1.6% as
a result of non-taxable gain on the sale of marketable securities. Absent this benefit and discrete items, the
effective rate for fiscal 2013 would have been 35.4%.

Results of Operations
Fiscal Year 2013 Compared to Fiscal Year 2012

La-Z-Boy Incorporated

(52 weeks) (52 weeks) Percent
(Amounts in thousands, except percentages) 4/27/2013 4/28/2012 Change
Consolidated Sales. .....ovuiiii e e $1,273,877 $1,166,705 9.2%
Consolidated operating INCOME . ... .vvvvuentinenin i enanenenn.. 67,603 48,697 38.8%
Consolidated operating margin ..........cooveviiiiiinninennenen.. 5.3% 4.2%

Sales
Our consolidated sales increased by $107.2 million due mainly to the combination of stronger volume,
favorable changes in product mix, and the benefit of selling price increases and less promotional activity.

All of our operating segments experienced an increase in sales in fiscal 2013 as compared to fiscal 2012,
and these items are further explained in the discussion of each of our operating segment’s results later in
this Management’s Discussion and Analysis.

Operating Margin
Our consolidated operating margin increased by 1.1 percentage points in fiscal 2013. Our Retail segment’s
operating margin continued to improve in fiscal 2013 as compared to the prior year and our Upholstery
segment’s operating margin also increased compared to the prior year. These improvements were partially
offset by our Casegoods segment, whose operating margin declined in fiscal 2013 as compared to fiscal 2012.

e  Our gross margin increased 0.9 percentage point in fiscal 2013 as compared to fiscal 2012.

o  Our Retail segment increase in gross margin was a result of mix, merchandising, and price.

o We also saw favorable absorption of fixed costs resulting from sales volume increases in our
Upholstery segment.

o These improvements were partially offset by 0.2 percentage point of restructuring charges
recorded during fiscal 2013, which mainly related to fixed asset and inventory write-downs
associated with the closure of our lumber processing operation for our Casegoods segment
during the second quarter of fiscal 2013.

e  Selling, General, and Administrative (“SG&A”) expenses increased in dollars in fiscal 2013 as compared
to fiscal 2012, but have decreased 0.2 percentage point in fiscal 2013 as compared to fiscal 2012.

o Increased sales resulted in favorable absorption of fixed costs.

o  Offsetting the favorable fixed cost absorption was $8.6 million of additional incentive
compensation expense in fiscal 2013 across all segments, or an increase of 0.6 percentage
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point. This increase in incentive compensation was due to our continued improvements in
sales and operating results for the full fiscal year. As a result, we had three outstanding
performance-based stock awards, each with three-year performance measurement periods, for
which we were recognizing expense during fiscal 2013.

Upholstery Segment

(52 weeks) (52 weeks) Percent
(Amounts in thousands, except percentages) 4/27/2013 4/28/2012 Change
Sl vttt e e e e e $1,029,765 $ 938,060 9.8%
OPErating INCOME .. vttt eteeteeeeeneennenneeneennennenneennennenns 95,571 81,015 18.0%
Operating MAargin . .....oueennenneeneenneeneeneeneenneeneeneennenns 9.3% 8.6%
Sales

Our Upholstery segment’s sales increased $91.7 million in fiscal 2013 as compared to fiscal 2012, an
increase of 9.8%. Increased volume drove 6.1% of the increase as compared to the prior year and higher
selling prices accounted for 2.6% of the increase. The remainder of the sales increase in fiscal 2013 as
compared to fiscal 2012 was primarily attributable to favorable changes in product mix, which included a
shift to more motion units, including sofas, as well as a higher number of stationary sofas and occasional
chairs. We believe the increase in orders was a result of an effective marketing plan that led to greater
customer awareness of our improved product value and styling, which drove increased volume for our La-
Z-Boy branded business, as well as the improved performance of our network of retail stores, which
includes our company-owned and independent-licensed stores.

Operating Margin
Our Upholstery segment’s operating margin increased by 0.7 percentage point in fiscal 2013 compared to
fiscal 2012.

e The segment’s gross margin increased 0.9 percentage point during fiscal 2013 due to a combination of
factors, the most significant of which were:

o Selling price changes as well as changes in product mix resulted in a 1.6 percentage points
increase in gross margin.
o Raw material cost increases resulted in a 1.1 percentage points decrease in gross margin.

e The segment’s SG&A as a percentage of sales increased 0.2 percentage point, mainly due to higher
incentive compensation expense in fiscal 2013, as well as increased costs related to our ERP
implementation. These increased costs were partially offset by favorable absorption of fixed costs
resulting from our sales volume increase.

Casegoods Segment

(52 weeks) (52 weeks) Percent
(Amounts in thousands, except percentages) 4/27/2013 4/28/2012 Change
Sl vttt $ 112,527 § 111,657 0.8%
OPErating INCOME .. v v vt eteeee et eenenteeneeneennenneeneennennenns 3,703 5,396 (31.4)%
Operating MArZIN . ....eeeeeeneeneennenneeneeneennenneeneennennenns 3.3% 4.8%

Sales
Our Casegoods segment’s sales increased $0.9 million in fiscal 2013 as compared to fiscal 2012, mostly
due to increases in selling price.

Operating Margin
Our Casegoods segment’s operating margin declined 1.5 percentage points in fiscal 2013 compared to
fiscal 2012.
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e The segment’s gross margin decreased 0.5 percentage point in fiscal 2013 compared to fiscal 2012.
Gross margin was reduced by 1.3 percentage points due to a charge taken in the third quarter of fiscal
2013 for an adjustment to our import duties, combined with a decline in volume which resulted in an
inability to absorb fixed costs. Partially offsetting these declines was an increase in gross margin due to
a shift to a larger mix of sales of occasional furniture, which carry better margins.

e The segment’s SG&A as a percentage of sales increased 1.0 percentage point during fiscal 2013
compared to fiscal 2012, due mainly to higher incentive compensation costs, which were driven by
equity-based awards and consolidated financial performance.

Retail Segment

(52 weeks) (52 weeks) Percent
(Amounts in thousands, except percentages) 4/27/2013 4/28/2012 Change
N 1 $ 264,723 § 215,490 22.8%
Operating income (10SS) «.vvuevnteitenn e i ieiieienennenns 4,099 (7,819) 152.4%
Operating MAargin . .....oueenenneeneenneaneeneeneenneeneeneennenns 1.5% (3.6)%
Sales

Our Retail segment’s sales increased $49.2 million in fiscal 2013 as compared to fiscal 2012. Of this
increase, $18.1 million was due to the acquisition of nine retail stores in the southern Ohio market on
October 1, 2013. The remainder of the increase in sales was driven by increases in traffic and average ticket
combined with an improved mix of merchandise.

Operating Margin
Our Retail segment’s operating margin improved 5.1 percentage points in fiscal 2013 compared to fiscal
2012.

e The segment’s gross margin benefitted from selling price increases, differentiated product
merchandising, and lower promotional activity.

e Increased sales volume contributed to a higher operating margin, through greater leverage of SG&A
expenses as a percentage of sales.

Corporate and Other
(52 weeks) (52 weeks) Percent
(Amounts in thousands, except percentages) 4/27/2013 4/28/2012 Change
Sales
VIEs, net of intercompany sales eliminations....................... $ — § 8,840 N/M
Corporate and Other .......oovitin it i enenns 2,313 2,356 (1.8)%
Elminations ........ooueiiiniii it (135,451)  (109,698) (23.5)%
Operating income (loss)
VIES e e — 959 N/M
RESUCTUIING. .« o ettt ettt e e ee e aeans (2,631) (281) N/M
Corporate and Other ...t (33,139)  (30,573) (8.4)%

N/M — Not Meaningful

Sales
During the third quarter of fiscal 2012, we deconsolidated our last VIE due to the expiration of the
operating agreement that previously caused us to be considered its primary beneficiary. Eliminations
increased in fiscal 2013 as compared to fiscal 2012 due to higher sales from our Upholstery and Casegoods
segments to our Retail segment as a result of the increased volume in the Retail segment, which included
the acquisition of the southern Ohio market.
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Operating Loss
Our Corporate and Other operating loss increased $2.6 million in fiscal 2013 compared to fiscal 2012 due

primarily to higher incentive compensation costs in fiscal 2013 as compared to fiscal 2012.

The $2.6 million restructuring charge recorded in fiscal 2013 mainly related to fixed asset and inventory
write-downs associated with the closure of our lumber processing operation for our Casegoods segment.

Other Income

Other income totaled $3.2 million during fiscal 2013, compared to other expense of less than $0.1 million in
fiscal 2012. The other income generated in fiscal 2013 primarily resulted from gains realized on the sales of
investments which fund our non-qualified defined benefit retirement plan.

Income from Continued Dumping and Subsidy Offset Act

The Continued Dumping and Subsidy Offset Act of 2000 (“CDSOA”) provides for distribution of duties
collected by U.S. Customs and Border Protection from antidumping cases to domestic producers that supported
the antidumping petition. We received $11.1 million related to continuing operations and $6.9 million related to
discontinued operations during fiscal 2012 in CDSOA distributions related to the antidumping order on wooden
bedroom furniture from China. Certain domestic producers who did not support the antidumping petition
(“Non-Supporting Producers”) filed actions in the U.S. Court of International Trade challenging the CDSOA’s
“support requirement” and seeking a share of the distributions. As a result, Customs withheld a portion of those
distributions pending resolution of the Non-Supporting Producers’ actions. Between October 2011 and February
2012, the Court of International Trade entered judgments against the Non-Supporting Producers and dismissed
their actions. On January 1, 2012, Customs announced that it would distribute the withheld distributions. The
Non-Supporting Producers then filed motions in the Court of International Trade and, later, in the U.S. Court of
Appeals for the Federal Circuit to enjoin such distributions pending their appeal of the Court of International
Trade’s judgments. On March 5, 2012, the Federal Circuit denied the Non-Supporting Producers’ motions for
injunction “without prejudicing the ultimate disposition of these cases.” In November 2012, Customs
determined to withhold CDSOA distributions pending resolution of the Federal Circuit appeals. As a result, we
did not receive any CDSOA distributions in fiscal 2013 or fiscal 2014. On August 19, 2013, a panel of the
Federal Circuit affirmed dismissal of the actions of two of the Non-Supporting Producers, and the full Federal
Circuit subsequently denied those Non-Supporting Producers’ request for rehearing. On May 2, 2014, these
Non-Supporting Producers filed a petition for writ of certiorari, seeking review by the United States Supreme
Court. A motion to affirm dismissal of the action brought by a third Non-Supporting Producer is pending in the
Federal Circuit. In view of the uncertainties associated with this program, we are unable to predict the amounts,
if any, we may receive in the future under the CDSOA. Also, if the United States Supreme Court were to
reverse the judgments of the Federal Circuit and determine that the Non-Supporting Producers are entitled to
CDSOA distributions, it is possible that Customs might seek to have us return all or a portion of our company’s
share of the distributions. Based on what we know today, we do not expect this to occur.

Income Taxes

Our effective tax rate for fiscal 2013 was 33.3% compared to a net tax benefit of (42.5)% for fiscal 2012. Our
effective tax rate varies from the 35% U.S. federal statutory rate primarily due to state income taxes and the
U.S. manufacturing deduction. In fiscal 2013, we recorded an income tax benefit of 1.6% as a result of non-
taxable gain on the sale of marketable securities. Absent this benefit and discrete items, the effective rate for
fiscal 2013 would have been 35.4%. During fiscal 2012, we recorded a substantial tax benefit as a result of
releasing a portion of the valuation allowance related to U.S. federal and state deferred tax assets and other
discrete items. Absent this adjustment, our effective tax rate for fiscal 2012 would have been 37.7%.
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Liquidity and Capital Resources

Our sources of cash liquidity include cash and equivalents, short-term and long-term investments, cash from
operations and amounts available under our credit facility. We believe these sources remain adequate to meet our
short-term and long-term liquidity requirements, finance our long-term growth plans, meet debt service, and fulfill
other cash requirements for day-to-day operations, dividends to shareholders and capital expenditures including
the construction of our new world headquarters. We had cash and equivalents of $149.7 million at April 26, 2014,
compared to $131.1 million at April 27, 2013. The increase in cash and equivalents was primarily attributable to
net income generated during the fiscal year, partially offset by cash used to fund increases in inventories, the
acquisition of assets through capital expenditures, and cash transferred to investments to increase returns. We also
used cash to purchase shares and to fund dividend payments to shareholders.

We maintain a revolving credit facility secured primarily by all of our accounts receivable, inventory, and cash
deposit and securities accounts. Availability under the agreement fluctuates according to a borrowing base
calculated on eligible accounts receivable and inventory. The credit agreement includes affirmative and
negative covenants that apply under certain circumstances, including a 1.05 to 1.00 fixed charge coverage ratio
requirement that applies when excess availability under the line is less than 12.5% of the revolving credit
commitment of $150 million. At April 26, 2014, we were not subject to the fixed charge coverage ratio
requirement, had no borrowings outstanding under the agreement, and had excess availability of $140.0 million.

Capital expenditures for fiscal 2014 were $33.7 million compared with $25.9 million during fiscal 2013. We
have no material contractual commitments outstanding for future capital expenditures, with the exception of our
new world headquarters. We began construction on our new world headquarters during the first quarter of fiscal
2014, a project which is estimated at approximately $60 million. We expect this project will continue through
the third quarter of fiscal 2015. We expect total capital expenditures to be in the range of $60.0 million to $70.0
million in fiscal 2015, including approximately $40 million on our new world headquarters.

In fiscal 2013, our board of directors reinstated payment of quarterly cash dividends to our shareholders. The
board has sole authority to determine if and when future dividends will be declared and on what terms. We
currently expect to continue declaring regular quarterly cash dividends for the foreseeable future but may
discontinue doing so at any time.

We believe our cash flows from operations, present cash and equivalents balance of $149.7 million, short and
long-term investments to enhance returns on cash of $44.7 million, and current excess availability under our
credit facility of $140.0 million, will be sufficient to fund our business needs, including our fiscal 2015
contractual obligations of $160.4 million as presented in our contractual obligations table.

The following table illustrates the main components of our cash flows:

Year Ended

(Amounts in thousands) 4/26/2014 4/27/2013
Cash Flows Provided By (Used For)
Net cash provided by operating activities............cooviiiiiiinian... $§ 90,832 $§ 68,440
Net cash used for investing activities. ......ovvererenneeneennenneenn.n. (45,016) (78,041)
Net cash used for financing activities ...........coveiiiiirenennennn... (26,690) (11,616)
Exchange rate changes.........coovvuiniiiii it (550) (68)

Change in cash and equivalents ............coiiiiiiiinnnenn... $§ 18,576 $ (21,285)
Operating Activities

During fiscal 2014, net cash provided by operating activities was $90.8 million. Our cash provided by operating
activities was mainly the result of net income generated during the fiscal year, and was partially offset by cash
used to fund increases in inventories of $9.4 million. The increase in inventories was due partially to our
increase in company-owned La-Z-Boy Furniture Galleries® stores during the year, as well as higher finished
goods inventories in our regional distribution centers, which are servicing a higher number of La-Z-Boy
Furniture Galleries® network stores.
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During fiscal 2013, net cash provided by operating activities was $68.4 million, mainly the result of net income
generated during fiscal 2013. Cash from net income was partially reduced by pension plan contributions in
fiscal 2013, which included a $20 million discretionary contribution made to improve the funded status of the
plan and as part of our broader pension de-risking strategy.

Investing Activities

During fiscal 2014, net cash used for investing activities was $45.0 million, which consisted primarily of $33.7
million in capital expenditures and a net $19.7 million in investment purchases. These expenditures and
investments were partially offset by $6.8 million in proceeds from the sale of our Bauhaus business unit. During
fiscal 2013, net cash used for investing activities was $78.0 million, which consisted primarily of $25.9 million in
capital expenditures, a $9.8 million increase in restricted cash, and a net $30.9 million in investment purchases.
Also in fiscal 2013, we used $15.8 million to fund the acquisition of retail stores in the southern Ohio market. Our
restricted cash relates to deposits serving as collateral for certain letters of credit, and our investment purchases
were intended to enhance returns on our cash or to support our deferred compensation liabilities.

Financing Activities

We used $26.7 million of cash for financing activities in fiscal 2014 compared to $11.6 million during fiscal
2013, both primarily related to purchases of common stock and funding dividend payments to our shareholders.

Our board of directors has authorized the purchase of company stock. As of April 26, 2014, 2.8 million shares
remained available for purchase pursuant to this authorization. We purchased 1.3 million shares during fiscal
2014 at a cost of $32.1 million. With the cash flows we anticipate generating in fiscal 2015 we expect to
continue being opportunistic in purchasing company stock.

Other

The following table summarizes our contractual obligations of the types specified, for our continuing and
discontinued operations:

Payments Due by Period
Less than More than

(Amounts in thousands) Total 1 Year 1-3 Years 4-5 Years 5 Years
Debt obligations .............cccviuiinnn.. $ 7,000 $ 7,100 $ — 3 — 3 —
Capital lease obligations ................... 674 397 277 — —
Operating lease obligations................. 339,379 51,972 94,279 81,264 111,864
Interest obligations ...............couenn.n, 1 1 — — —
Purchase obligations™* ..................... 100,898 100,898 — — —

Total contractual obligations.............. $ 448,052 $ 160368 $ 94556 $§ 81,264 $ 111,864

*  We have purchase order commitments of $100.9 million related to open purchase orders, primarily with
foreign and domestic casegoods, leather and fabric suppliers, which are generally cancellable if production
has not begun.

Our consolidated balance sheet at the end of fiscal 2014 reflected a $3.0 million net liability for uncertain
income tax positions. We do not expect any adjustments of this liability within the next 12 months. The
remaining balance will be paid or released as tax audits are completed or settled, statutes of limitations expire or
other new information becomes available.

Our debt-to-capitalization ratio was 1.4% at April 26, 2014, and 1.6% at April 27, 2013. Capitalization is
defined as total debt plus total equity.
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Continuing compliance with existing federal, state and local statutes addressing protection of the environment is
not expected to have a significant effect upon our capital expenditures, earnings, competitive position or liquidity.

Business Outlook

We remain optimistic about our strategic initiatives to deliver profitable growth against an uncertain economic
backdrop, particularly as it relates to housing. We will execute against our plan to deliver improved
performance by maximizing the strong foundation we have built across our business. As we build momentum
with our store growth strategy, we will leverage the efficiencies at our manufacturing facilities, which we
believe will highlight the value of our integrated retail model. In the immediate term, however, the furniture
industry typically experiences weaker demand during the summer months and, as a result, our plants shut down
for one week of vacation and maintenance during the first quarter, which ends in July. Accordingly, the first
quarter is usually our weakest in terms of sales and earnings.

Critical Accounting Policies

Our consolidated financial statements have been prepared in conformity with U.S. generally accepted
accounting principles. In some cases, these principles require management to make difficult and subjective
judgments regarding uncertainties and, as a result, such estimates and assumptions may significantly impact our
financial results and disclosures. Estimates are based on currently known facts and circumstances, prior
experience and other assumptions believed to be reasonable. We use our best judgment in valuing these
estimates and may, as warranted, use external advice. Actual results could differ from these estimates,
assumptions, and judgments and these differences could be significant. We make frequent comparisons
throughout the year of actual experience to our assumptions to reduce the likelihood of significant adjustments.
Adjustments are recorded when the differences are known. The following critical accounting policies affect our
consolidated financial statements.

Revenue Recognition and Related Allowances

Substantially all of our shipping agreements with third-party carriers transfer the risk of loss to our customers
upon shipment. Accordingly, our shipments using third-party carriers are generally recognized as revenue upon
shipment of the product. For product shipped on our company-owned trucks, we recognize revenue upon
delivery. This revenue includes amounts billed to customers for shipping. Provisions are made at the time
revenue is recognized for estimated product returns and warranties, as well as other incentives that may be
offered to customers. We also recognize revenue for amounts received from our customers in connection with
our shared advertising cost arrangement. We import certain products from foreign ports, and they are shipped
directly to our domestic customers. In those cases, we do not recognize revenue until title passes to our
customer, which normally occurs after the goods pass through U.S. Customs.

Incentives that we offer to our customers include cash discounts and other sales incentive programs. We record
estimated cash discounts and other sales incentives as reductions of revenues when we recognize the revenue.

Trade accounts receivable arise from our sale of products on trade credit terms. Our management team reviews
all significant accounts quarterly as to their past due balances and the collectability of the outstanding trade
accounts receivable for possible write off. It is our policy to write off the accounts receivable against the
allowance account when we deem the receivable to be uncollectible. Additionally, we review orders from
dealers that are significantly past due, and we ship product only when our ability to collect payment for the new
sales is reasonably assured.

We have notes receivable balances due to us from various customers. These notes receivable generally relate to
past due accounts receivable which were converted to a note receivable in order to secure further collateral and
personal guarantees from the customer. The collateral from the customer is generally in the form of inventory or
real estate. In cases where we do not have sufficient collateral (excluding personal guarantees, if any) to support
the carrying value of the note receivable, we recognize an allowance for credit losses for this difference.
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Our allowance for credit losses reflects our best estimate of probable incurred losses inherent in the accounts
and notes receivable balances. We determine the allowance based on known troubled accounts, historical
experience and other currently available evidence.

Investments

We periodically evaluate our available for sale investments for possible other-than-temporary impairments by
reviewing factors such as the extent to which, and length of time, an investment’s fair value has been below our
cost basis, the issuer’s financial condition, and our ability and intent to hold the investment for sufficient time
for its market value to recover. If an impairment is determined to be other-than-temporary, we recognize it as
part of our earnings. If the impairment is determined to be temporary, we record the subsequent change in
market value as part of other comprehensive income/(loss) in our consolidated statement of changes in equity.

Long-lived Assets

We review long-lived assets for impairment whenever events or changes in circumstances indicate that we may
not be able to recover the carrying amount of an asset or asset group. Using either quoted market prices or an
analysis of undiscounted projected future cash flows by asset groups, we determine whether there is any
evidence of impairment requiring us to further assess the fair value of our long-lived assets. Our asset groups
consist of our operating units in our Upholstery segment (La-Z-Boy and England), components of our
Casegoods segment that have identifiable cash flows (the first being American Drew and Kincaid, and the
second being Hammary) and each of our retail stores.

Indefinite-lived Intangible Assets and Goodwill

We test indefinite-lived intangibles and goodwill for impairment on an annual basis in the fourth quarter of each
fiscal year, and more frequently if events or changes in circumstances indicate that an asset might be impaired.
Indefinite-lived intangible assets include certain of our trade names and the reacquired right to own and operate
La-Z-Boy Furniture Galleries® stores in the southern Ohio and Las Vegas markets, and in northeast Ohio. We
test goodwill for impairment by comparing the fair value of our reporting unit to its carrying value. Our
goodwill relates to the acquisition of La-Z-Boy Furniture Galleries® stores in the southern Ohio market and in
northeast Ohio. The reporting units for our goodwill are the southern Ohio retail market and the stores acquired
in northeast Ohio, because the acquisition of the retail stores is where the goodwill was generated. We establish
the fair value for the reporting unit based on the discounted cash flows to determine if the fair value of our
goodwill exceeds its carrying value.

Other Loss Reserves

We have various other loss exposures arising from the ordinary course of business, including inventory
obsolescence, health insurance, litigation, environmental claims, insured and self-insured workers’ compensation,
restructuring charges, and product liabilities. Establishing loss reserves requires us to use estimates and
management’s judgment with respect to risk and ultimate liability. We use legal counsel or other experts, including
actuaries as appropriate, to assist us in developing estimates. Due to the uncertainties and potential changes in facts
and circumstances, additional charges related to these reserves could be required in the future.

We have various excess loss coverages for auto, product liability and workers’ compensation liabilities. Our
deductibles generally do not exceed $1.5 million.

Income Taxes
We use the asset and liability method to account for income taxes. We recognize deferred tax assets and
liabilities based on the estimated future tax consequences attributable to differences between the financial

statement carrying amounts of existing assets and liabilities and their respective tax bases and operating loss and
tax credit carry-forwards. We measure deferred tax assets and liabilities using enacted tax rates in effect for the
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year in which we expect to recover or settle those temporary differences. When we record deferred tax assets,
we are required to estimate, based on forecasts of taxable earnings in the relevant tax jurisdiction, whether we
are more likely than not to recover on them. In making judgments about realizing the value of our deferred tax
assets, we consider historic and projected future operating results, the eligible carry-forward period, tax law
changes and other relevant considerations.

Pensions

We maintain a defined benefit pension plan for eligible factory hourly employees at one operating unit. The
plan does not allow new participants, but active participants continue to earn service credits. Annual net
periodic expense and benefit liabilities under the plan are determined on an actuarial basis using various
assumptions and estimates including discount rates, long-term rates of return, estimated remaining years of
service and estimated life expectancy. Each year, we compare the more significant assumptions used with our
actual experience, and we adjust the assumptions if warranted.

We evaluate our pension plan discount rate assumption annually. The discount rate is based on a single rate
developed after matching a pool of high quality bond payments to the plan’s expected future benefit payments.
We used a discount rate of 4.4% at April 26, 2014, compared with a rate of 4.0% at April 27, 2013, and 4.6% at
April 28, 2012. We used the same methodology for determining the discount rate in fiscal 2014, fiscal 2013 and
fiscal 2012.

We fund pension benefits through deposits with trustees and satisfy, at a minimum, the applicable funding
regulations.

In addition to evaluating the discount rate we use to determine our pension obligation, each year we evaluate
our assumption as to our expected return on plan assets, taking into account the trust’s asset allocation,
investment strategy, and returns expected to be earned over the life of the plan. The rate of return assumption as
of April 26, 2014, was 4.7%, compared with 6.3% at April 27, 2013. The expected rate of return assumption as
of April 26, 2014, will be used to determine pension expense for fiscal 2015.

In fiscal 2014, we moved to liability-driven investing to more closely match the profile of our assets to the
pension plan liabilities. At the end of fiscal 2014, approximately 90% of the plan’s assets were invested in
fixed-rate investments with durations approximating the duration of its liabilities.

We are not required to contribute to our defined benefit pension plan in fiscal 2015. After considering all
relevant assumptions, we expect that the plan’s fiscal 2015 pension expense will be approximately $3.8 million,
compared with $2.7 million in fiscal 2013. A 25 basis point change in our discount rate or expected return on
plan assets would not have a material impact on our results of operations.

Product Warranties

We account for product warranties by accruing an estimated liability when we recognize revenue on the sale of
warranted product. We estimate future warranty claims based on claim experience and any additional
anticipated future costs on previously sold product. We incorporate repair costs in our liability estimates,
including materials, labor and overhead amounts necessary to perform repairs, and any costs associated with
delivering repaired product to our customers. We use considerable judgment in making our estimates. We
record differences between our estimated and actual costs when the differences are known.

Stock-Based Compensation
We measure stock-based compensation cost for equity-based awards on the grant date based on the awards’ fair
value and recognize expense over the vesting period. We measure stock-based compensation cost for liability-

based awards on the last day of the reporting period based on the awards’ fair value and recognize expense over
the vesting period. We remeasure the liability for these awards and adjust their fair value at the end of each
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reporting period until paid. Determining the fair value of stock-based awards requires judgment, including
estimating expected dividends, future stock-price volatility, expected option lives and the amount of share-
based awards that are expected to be forfeited. While the assumptions we use to calculate and account for stock-
based compensation awards represent management’s best estimates, these estimates involve inherent
uncertainties and the application of our management’s best judgment. As a result, if we revise our assumptions
and estimates, our stock-based compensation expense could be materially different in the future.

We recognize compensation cost for stock-based awards that vest based on performance conditions ratably over
the vesting periods when the vesting of such awards becomes probable. Determining the probability of award
vesting requires judgment, including assumptions about future operating performance.

We estimate the fair value of each option grant using a Black-Scholes option-pricing model. We estimate
expected volatility based on the historic volatility of our common shares. We estimate the average expected life
using the contractual term of the stock option and expected employee exercise and post-vesting employment
termination trends. We base the risk-free rate on U.S. Treasury issues with a term equal to the expected life
assumed at the date of grant. We estimate forfeitures at the date of grant based on historic experience.

We estimate the fair value of each performance award grant that vests based on a market condition using a
Monte Carlo valuation model. The Monte Carlo model incorporates more complex variables than closed-form
models such as the Black-Scholes option valuation model used for option grants. The Monte Carlo valuation
model simulates a distribution of stock prices to yield an expected distribution of stock prices over the
remaining performance period. The stock-paths are simulated using volatilities calculated with historical
information using data from a look-back period that is equal to the vesting period. The model assumes a zero-
coupon, risk-free interest rate with a term equal to the vesting period. The simulations are repeated many times
(100,000 in this valuation) and the mean of the discounted values is calculated as the grant date fair value for
the award. The final payout of the award as calculated by the model is then discounted back to the grant date
using the risk-free interest rate.

Both the Monte Carlo and Black-Scholes methodologies are based, in part, on inputs for which there are little or
no observable market data, requiring us to develop our own assumptions. Inherent in both of these models are
assumptions related to expected stock-price volatility, expected life, risk-free interest rate and dividend yield.

Regulatory Developments

In April 2014, the Financial Accounting Standards Board issued accounting guidance related to disclosures
about discontinued operations. The guidance amends the definition of discontinued operations to limit the
disposals that may be reported as discontinued operations. To be reported as discontinued operations, a disposal
must be a result of a change in an entity’s strategy and have a major effect on the entity’s operations and
financial results. The amendments also expand the disclosures required for discontinued operations to include
additional information about the assets, liabilities, revenues, expenses, and cash flows of the discontinued
operation. If a disposal does not qualify as discontinued operations under the amended guidance, the entity must
disclose the disposal’s pretax profit or loss. This guidance will be effective for fiscal 2016. In connection with
the discontinued operations discussed throughout this Management’s Discussion and Analysis, we have elected
not to early adopt the provisions of this recently issued accounting standard. We do not believe the adoption of
this guidance will have a material impact on our consolidated financial statements.

In May 2014, the Financial Accounting Standards Board issued accounting guidance on revenue recognition.
The amended guidance will enhance the comparability of revenue recognition practices and will be applied to
all contracts with customers. Improved disclosures related to the nature, amount, timing, and uncertainty of
revenue that is recognized are requirements under the amended guidance. This guidance will be effective for
fiscal 2018 and will be required to be applied retrospectively. We are currently assessing the impact that this
guidance will have on our consolidated financial statements at this time.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

We are exposed to market risk from changes in interest rates because of variable rate debt, under which we had
$7.1 million of borrowings at April 26, 2014. Based on our current and expected levels of exposed liabilities,
management estimates that a one percentage point change in interest rates would not have a material impact on
our results of operations for fiscal 2015.

We are exposed to market risk from changes in the value of foreign currencies primarily related to our plant in
Mexico, as we pay wages and other local expenses in Mexican pesos. Nonetheless, gains and losses resulting
from market changes in the value of foreign currencies have not had and are not expected to have a significant
effect on our consolidated results of operations. A decrease in the value of foreign currencies in relation to the
U.S. dollar could impact the profitability of some of our vendors, and translate into higher prices for our
supplies, but we believe that in that event, our competitors would experience a similar impact.

We are exposed to market risk with respect to commodity and fuel price fluctuations, principally related to
commodities we use in producing our products, including steel, wood and polyurethane. As commodity prices
increase, we determine whether a price increase to our customers to offset these increases is warranted. We do
not believe that an increase in these commodity costs would have a material impact on our results of operations.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

Management’s Report to our Shareholders

Management’s Responsibility for Financial Information

La-Z-Boy Incorporated’s management personnel are responsible for the preparation, integrity and objectivity of
our consolidated financial statements and other financial information contained in this Annual Report on Form
10-K. Management prepared those consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America. In preparing those consolidated financial statements,
management was required to make certain estimates and judgments, which were based on currently available
information and management’s view of current conditions and circumstances.

The Audit Committee of our board of directors, which consists solely of independent directors, oversees our
process of reporting financial information and the audit of our consolidated financial statements. The Audit
Committee is informed of La-Z-Boy Incorporated’s financial condition and regularly reviews management’s
critical accounting policies, the independence of our independent auditors, our internal controls and the
objectivity of our financial reporting. Both our independent auditors and our internal auditors have free access
to the Audit Committee and meet with the Audit Committee periodically, both with and without members of
management present.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting, as that term is defined in Rule 13a-15(f) of the Exchange Act. Under the supervision and with the
participation of our management, including our Chief Executive Officer and Chief Financial Officer, we
conducted an evaluation of the effectiveness of our internal controls over financial reporting based upon the
framework in “Internal Control — Integrated Framework” issued by the Committee of Sponsoring Organizations
of the Treadway Commission in 1992. Based on that evaluation, our management concluded that our internal
control over financial reporting was effective as of April 26, 2014. PricewaterhouseCoopers, LLP, an
independent registered public accounting firm, audited the effectiveness of the Company’s internal control over
financial reporting as of April 26, 2014, as stated in its report which appears herein.

/s/ Kurt L. Darrow
Kurt L. Darrow
Chairman, President and Chief Executive Officer

/s/ Louis M. Riccio, Jr.

Louis M. Riccio, Jr.
Senior Vice President and Chief Financial Officer
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Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareholders of La-Z-Boy Incorporated:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
income, of comprehensive income, of changes in equity and of cash flows present fairly, in all material respects,
the financial position of La-Z-Boy Incorporated and its subsidiaries at April 26, 2014 and April 27, 2013, and
the results of their operations and their cash flows for each of the three years in the period ended April 26, 2014
in conformity with accounting principles generally accepted in the United States of America. Also in our
opinion, the Company maintained, in all material respects, effective internal control over financial reporting as
of April 26, 2014, based on criteria established in Internal Control - Integrated Framework (1992) issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO). The Company's management is
responsible for these financial statements, for maintaining effective internal control over financial reporting and
for its assessment of the effectiveness of internal control over financial reporting, included in Management's
Report on Internal Control over Financial Reporting on the preceding page. Our responsibility is to express
opinions on these financial statements and on the Company's internal control over financial reporting based on
our integrated audits. We conducted our audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free of material misstatement and
whether effective internal control over financial reporting was maintained in all material respects. Our audits of
the financial statements included examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. Our audit of internal control over
financial reporting included obtaining an understanding of internal control over financial reporting, assessing
the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk. Our audits also included performing such other procedures as we
considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our
opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles. A company’s internal control over financial
reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company
are being made only in accordance with authorizations of management and directors of the company; and (iii)
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

/s/ PricewaterhouseCoopers LLP

Detroit, Michigan
June 17, 2014
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LA-Z-BOY INCORPORATED
CONSOLIDATED STATEMENT OF INCOME

Fiscal Year Ended
(52 weeks) (52 weeks) (52 weeks)
(Amounts in thousands, except per share data) 4/26/2014 4/27/2013 4/28/2012
Sl ettt e e $1,357,318 $1,273,877 $1,166,705
Cost of sales
Cost 0f 200ds SOId ... v vt e 888,025 854,542 795,957
ReESIUCTUIING. .+« ettt ettt e 4,839 2,480 13
Total oSt Of SAlES v vvv et ei ittt e 892,864 857,022 795,970
GrOSS PIOfIt & v vttt ettt et e e 464,454 416,855 370,735
Selling, general and administrative eXpense. ..........c.oeeueeneenn... 375,158 349,101 321,770
RESIUCTUIING . .. e ettt ettt et e e e eeaens — 151 268
Operating INCOME . « .« v v e ettt et et et e eaeeeaneennennens 89,296 67,603 48,697
INEEIESt EXPEISE .« o v ettt e et e et e et 548 746 1,384
INterest INCOME. . ..\ttt eeiiee e eeeaannanns 761 620 609
Income from Continued Dumping and Subsidy Offset Act, net........ — — 11,066
Other inCome (EXPensSe), NEt. .. v v veireneeeneenrenneneeneennennenns 2,050 3,208 (38)
Income from continuing operations before income taxes........... 91,559 70,685 58,950
Income tax expense (benefit)........coviviiii it 31,383 23,520 (25,052)
Income from continuing OpPerations ...........eeeeeueeieennennenns 60,176 47,165 84,002
Income (loss) from discontinued operations, net of tax................ (3,796) 17 4,906
Nt INCOME . ettt ettt ettt ettt eainnns 56,380 47,182 88,908
Net income attributable to noncontrolling interests ................... (1,324) (793) (942)
Net income attributable to La-Z-Boy Incorporated ................ $ 55,056 46,389 $ 87,966

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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LA-Z-BOY INCORPORATED
CONSOLIDATED STATEMENT OF INCOME (CONTINUED)

Fiscal Year Ended
(52 weeks) (52 weeks) (52 weeks)
(Amounts in thousands, except per share data) 4/26/2014 4/27/2013 4/28/2012
Net income attributable to La-Z-Boy Incorporated:
Income from continuing operations attributable to La-Z-Boy
INCOTPOTAtEd. . v v v vttt et et et e e et $ 58852 § 46,372 83,060
Income (loss) from discontinued operations ...................... (3,796) 17 4,906
Net income attributable to La-Z-Boy Incorporated.................. $ 55056 $§ 46,389 87,966
Basic average shares. . .....ouu v ittt 52,386 52,351 51,944
Basic net income attributable to La-Z-Boy Incorporated per share:
Income from continuing operations attributable to La-Z-Boy
INCOPOTAtEd. . o\ v ettt e et e e e e $ .11 $ 0.87 1.57
Income (loss) from discontinued operations, net of tax ............ (0.07) — 0.09
Basic net income attributable to La-Z-Boy Incorporated per share ... $ 1.04 § 0.87 1.66
Diluted average Shares. . .......vuvvitinenierneenenienneennennenns 53,829 53,685 52,478
Diluted net income attributable to La-Z-Boy Incorporated per share:
Income from continuing operations attributable to La-Z-Boy
INCOPOTAtEd. . o\ v ettt et e e e e $ 1.09 $ 0.85 1.55
Income (loss) from discontinued operations, net of tax ............ (0.07) — 0.09
Diluted net income attributable to La-Z-Boy Incorporated per share.. $ 1.02 § 0.85 1.64
Dividends declared pershare.........c.oviiiiiiiieeieieennnannnns $ 020 $ 0.08 —

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

Fiscal Year Ended

(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
NEEINCOME & .t vttt ettt et e et e e et e et et eaaanens $ 56380 $ 47,182 $ 88,908
Other comprehensive income (loss)

Currency translation adjustment ............ccoeviiiiiieinnennenn. (3,054) 1,089 (132)

Change in fair value of cash flow hedges, net oftax ................ (284) 231 28

Net unrealized gains (losses) on marketable securities, net of tax...... 624 (2,543) (331)

Net pension amortization and actuarial gain (loss), netof tax ........ 6,100 (2,653) (12,209)
Total other comprehensive income (10SS) .. vovvevvvrennninnennenn. 3,386 (3,876) (12,644)
Total comprehensive income before allocation to noncontrolling

F10 1053 (<] £~ J PPN 59,766 43,306 76,264
Comprehensive income attributable to noncontrolling interests. ....... (594) (1,132) (775)
Comprehensive income attributable to La-Z-Boy Incorporated ........ $ 59,172 $ 42,174 $§ 75,489

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

As of
(Amounts in thousands, except par value) 4/26/2014 4/27/2013
Current assets
Cash and eqUIVAIENS. . ... v vttt ettt e et $ 149,661 § 131,085
ReStricted CaSh .. vttt e e 12,572 12,686
Receivables, net of allowance of $12,368 at 4/26/14 and $21,607 at 4/27/13 ....... 152,614 160,005
B TS 1170 8 (=1 TN 1 V1 S 147,009 146,343
Deferred iINCOME taXes — CUITENT .« o v vttt e teetie et eeiiieeeeeaninnneeens 15,037 20,640
Business held for Sale . ...ttt e e e 4,290 —
Other CUITENE ASSCES . o v vttt ittt ettt ettt et ettt et eeeiieeeeeaannnnneeenn 41,490 30,121
TOtal CUITENE ASSEES. « v vttt ettt ettt ettt ettt et eeiieeeeeannnnneeeens 522,673 500,880
Property, plant and equipment, Net..........vvutitenntn i 127,535 118,060
(66 10T 16 A4 T A 13,923 12,837
Other intangible @SSetS. ... .vue ettt ettt i e e eieeneennenns 4,544 4,838
Deferred income taxes — IoNg-term . ........oiutintenn it enennenn 32,430 30,572
Other long-term assets, Net. ... ...uuuetneen ettt ii e enennenns 70,190 53,184
TOtAL @SSEES. & v v v ettt ettt ettt et et e e et e e e e s $ 771,295 § 720,371
Current liabilities
Current portion of long-term debt .. ......vuiiiiniii it eaeaans $ 7497 $ 513
Accounts Payable. ... .ve e e e e 56,177 50,542
Business held for sale . ......uoiiiiiiiiiiiii ittt it et e et 832 —
Accrued expenses and other current liabilities. ...t 102,876 99,108
Total current lHabilities ... .....outenneii it et eei i i eaeanans 167,382 150,163
Long-term debt . ...t e 277 7,576
Other long-term Labilities. . . ... o.ee et e et 73,918 70,664
Contingencies and COMMItMENTS. .« ... v uteen ettt ee e eneaeaneaneennenns — —
Shareholders' equity
Preferred shares — 5,000 authorized; noneissued ........ccoovviiiiiiiiinnnnn.... —
Common shares, $1 par value — 150,000 authorized; 51,981 outstanding at 4/26/14
and 52,392 outstanding at 4/27/13 . ..ot e 51,981 52,392
Capital in excess of par value . ......ooviuinn ittt e e eaens 262,901 241,888
Retained @arnings. ... .vvueeneenn ettt et 238,384 226,044
Accumulated other comprehensive 10SS. .. ..vve v it (31,380) (35,496)
Total La-Z-Boy Incorporated shareholders’ equity ............ooooviiiia.. 521,886 484,828
Noncontrolling INtEIESTS . . .« v ettt ettt et i i eeieeneeneennennens 7,832 7,140
TOtal CQUILY & v v ettt et e e e e e e e 529,718 491,968
Total liabilities and EqUILY .. ..ottt en it enieeieeneennennns $§ 771,295 $ 720,371

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

Fiscal Year Ended
(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
Cash flows from operating activities
NELINCOME .+ttt ettt ettt ettt et e e e aanens $ 56,380 $ 47,182 $ 88,908
Adjustments to reconcile net income to cash provided by operating
activities
(Gain) loss on disposal 0f assets .......ovueviiiiininneinnennenn 616 (659) 45
Gain on sale of INVEStMENTS .. ..vvtenenn i i iiiininnennenns (300) (3,170) (519)
Gain on deconsolidation of VIE....... ... ... iioat, — — (1,125)
Write-down of long-lived assets ........c.oevitinniniiininnennenn. 1,149 — —
Deferred income tax expense (benefit)..............cocoiiiiiin, (216) 3,198 (42,146)
REStUCTUIING. .« vt e ettt ettt e i e eeaens 8,071 2,715 281
Provision for doubtful accounts.............ccoviiiiiiiiiiii., (2,651) 1,005 4,196
Depreciation and amortization . ........oveiieennniinennennn 23,182 23,140 23,486
Stock-based compensation eXpense . .........c.oeeeeerneeneennenn.. 8,739 11,458 5,718
Pension plan contributions ..........c..oevieiirinnenieeneennennenns — (23,480) (5,798)
Change in receivables. . ...vueiir ittt iii i eie i i nenns 3,337 7,139 (6,182)
Change iN INVENTOTICS « v v v v v et et eeteeeeeeennenneeneennannennenns (9,444) 391 (7,414)
Change in 0ther assets . .....vvueintnieriiiniiiieneennennenns (2,958) (5,407) 3,318
Change in accounts payable ........cvueviiiitininienneinnennenns 1,704 (6,088) 7,470
Change in other liabilities ........o.oviii i it inenn 3,223 11,016 12,610
Net cash provided by operating activities. .........cvvevieennenn.. 90,832 68,440 82,848
Cash flows from investing activities
Proceeds from disposals of assets .........c.oviiiiiiiiiiiiinn.. 2,233 4,455 372
Proceeds from sale of business. ........coveeiiiiiiiennnnnnnn.. 6,844 — —
Capital exXpenditures ......o.eveineeneneiinieieneenennenns (33,730) (25,912) (15,663)
Purchases of iINVesStMents. . ....ouueern i e niinnneennns (54,233) (49,589) (7,944)
Proceeds from sales of investments. ...........ccoovvviiiiiinnn.. 34,557 18,662 8,649
Cash effects on deconsolidation of VIE.............ooooiiiiinnn. — — 971)
Acquisitions, net of cash acquired............cooiiiiiiiiiinnann. (801) (15,832) —
Change inrestricted cash........cooeiiiiiiiii ittt 114 (9,825) (2,861)
(35T PP — — (676)
Net cash used for investing activities ..........covevieiieennenn.. (45,016) (78,041) (19,094)
Cash flows from financing activities
Payments on debt. . ....o.oiiiiiin i e e (579) (2,511) (25,936)
Payments for debt iSSUANCe CoStS. . ..vvuevt it ninini i — — (568)
Stock issued for stock and employee benefit plans.................. 3,565 2,901 4,943
Excess tax benefit on stock option eXercises ..........cooeeuveennennn 12,935 2,563 223
Purchases of common Stock .......oviiiiiiiiiii i (32,097) (10,333) (5,179)
Dividends paid .......vueniin e (10,514) (4,236) —
Net cash used for financing activities ...........c.cevievieennen... (26,690) (11,616) (26,517)
Effect of exchange rate changes on cash and equivalents.............. (550) (68) (129)
Change in cash and equivalents. ............coieiiiniiiinnnennenn. 18,576 (21,285) 37,108
Cash and equivalents at beginning of period ......................... 131,085 152,370 115,262
Cash and equivalents at end of period ............cocviiiiiiiinin.. $ 149,661 $ 131,085 $ 152,370
Supplemental disclosure of non-cash investing activities
Capital expenditures included in accounts payable.................. $ 5303 § — $ —

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

Accumulated
Capital in Other Non-
Common Excess of Retained Comprehensive Controlling
(Amounts in thousands) Shares  Par Value Earnings Income (Loss) Interests Total
At April 30,2011 $51,909 $222,339 $105,872 § (18,804)$ 2,824 $364,140
Netincome ....covvvveeiinnnnnnnn... 87,966 942 88,908
Other comprehensive loss............... (12,477) (167) (12,0644)
Stock issued for stock and employee
benefit plans, net of cancellations ...... 835 4,011 (509) 4,337
Purchases of common stock ............. (500) (958)  (3,721) (5,179)
Stock option and restricted stock expense 5,717 1 5,718
Tax benefit from exercise of options ..... 223 223
Changes in noncontrolling interest upon
deconsolidation of VIE and other
changes in noncontrolling interests. .. .. 2,312 2,312
At April 28,2012 52,244 231,332 189,609 (31,281) 5911 4472815
Netincome .....coovvvneeiinnnnnnnn... 46,389 793 47,182
Other comprehensive income (loss)...... (4,215) 339 (3,876)
Stock issued for stock and employee
benefit plans, net of cancellations ...... 817 1,849 (1,368) 1,298
Purchases of common stock ............. (669) (5,314) (4,350) (10,333)
Stock option and restricted stock expense 11,458 11,458
Tax benefit from exercise of options ..... 2,563 2,563
Dividends paid..........c.coovninin... (4,236) (4,236)
Change in noncontrolling interests....... 97 97
At April 27,2013 52,392 241,888 226,044 (35,496) 7,140 491,968
Netincome ...oovvvvveiiennnnnnnnn. 55,056 1,324 56,380
Other comprehensive income (loss)...... 4,116 (730) 3,386
Stock issued for stock and employee
benefit plans, net of cancellations ...... 937 2,395 (4,509) (1,177)
Purchases of common stock............. (1,348)  (3,056) (27,693) (32,097)
Stock option and restricted stock expense 8,739 8,739
Tax benefit from exercise of options ..... 12,935 12,935
Dividends paid.........cooevveiinann... (10,514) (10,514)
Change in noncontrolling interests. ...... 98 98
At April 26,2014 $51,981 $262,901 $238,384 $ (31,380)$ 7,832 $529,718

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1: Accounting Policies

The following is a summary of significant accounting policies followed in the preparation of La-Z-Boy
Incorporated and its subsidiaries’ (individually and collectively, “we,” “our” or the “Company”’) consolidated
financial statements. Our fiscal year ends on the last Saturday of April. Our 2014, 2013 and 2012 fiscal years
included 52 weeks.

Principles of Consolidation

The accompanying consolidated financial statements include the consolidated accounts of La-Z-Boy
Incorporated and our majority-owned subsidiaries. The portion of less than wholly-owned subsidiaries is
included as non-controlling interest. All intercompany transactions have been eliminated, including any related
profit on intercompany sales. Additionally, our consolidated financial statements previously included the
accounts of certain entities in which we held a controlling interest based on exposure to economic risks and
potential rewards (variable interests) for the periods in which we were the primary beneficiary. As of April 28,
2012, we no longer had any such arrangements where we were the primary beneficiary.

Use of Estimates

The consolidated financial statements are prepared in conformity with accounting principles generally accepted
in the United States of America. These principles require management to make estimates and assumptions that
affect the reported amounts or disclosures of assets, liabilities (including contingent assets and liabilities), sales
and expenses at the date of the financial statements. Actual results could differ from those estimates.

Cash and Equivalents
For purposes of the consolidated balance sheet and statement of cash flows, we consider all highly liquid debt
instruments purchased with initial maturities of three months or less to be cash equivalents.

Restricted Cash
We have cash on deposit with a bank as collateral for certain letters of credit.

Inventories

Inventories are stated at the lower of cost or market. Cost is determined using the last-in, first-out (“LIFO”) basis
for approximately 67% of our inventories at both April 26, 2014, and April 27, 2013. Cost is determined for all
other inventories on a first-in, first-out (“FIFO”) basis. The FIFO method of accounting is mainly used for our
Retail segment’s inventory as well as our England operating unit and our majority owned foreign subsidiaries.

Property, Plant and Equipment

Items capitalized, including significant betterments to existing facilities, are recorded at cost. Capitalized
computer software costs include internal and external costs incurred during the software's development stage.
Internal costs relate primarily to employee activities related to coding and testing the software under
development. Computer software costs are depreciated over three to ten years. All maintenance and repair costs
are expensed when incurred. Depreciation is computed principally using straight-line methods over the
estimated useful lives of the assets.

Disposal and Impairment of Long-Lived Assets
Retirement or dispositions of long-lived assets are recorded based on carrying value and proceeds received. Any
resulting gains or losses are recorded as a component of selling, general and administrative expenses.

We review the carrying value of our long-lived assets for impairment annually or whenever events or changes in
circumstances indicate that their carrying amounts may not be recoverable. Our assessment of recoverability is
based on our best estimates using either quoted market prices or an analysis of the undiscounted projected future
cash flows by asset groups in order to determine if there is any evidence of impairment requiring us to further
assess the fair value of our long-lived assets. Our asset groups consist of our operating units in our Upholstery
segment (La-Z-Boy and England), components of our Casegoods segment that have identifiable cash flows (the
first being American Drew and Kincaid, and the second being Hammary) and each of our retail stores.
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Indefinite-lived intangible assets and goodwill

We test indefinite-lived intangibles for impairment on an annual basis in the fourth quarter of our fiscal year, or
more frequently if events or changes in circumstances indicate that the asset might be impaired. Indefinite-lived
intangible assets include certain of our trade names and the reacquired right to own and operate La-Z-Boy
Furniture Galleries® stores in the southern Ohio and Las Vegas markets, and in northeast Ohio.

Goodwill is tested for impairment by comparing the fair value of our reporting unit to its carrying value. Our
goodwill relates to the acquisition of La-Z-Boy Furniture Galleries® stores in the southern Ohio market and in
northeast Ohio. The reporting units for our goodwill are the southern Ohio retail market and the stores acquired
in northeast Ohio, because the acquisition of the retail stores is where the goodwill was generated. The
estimated fair value for the reporting unit is determined based upon discounted cash flows. In situations where
the fair value is less than the carrying value, indicating a potential impairment, a second comparison is
performed using a calculation of implied fair value of goodwill to measure any such impairment. We did not
have any goodwill impairment during fiscal 2013 or 2014.

Investments

Available-for-sale securities are recorded at fair value with the net unrealized gains and losses (that are deemed to
be temporary) reported as a component of other comprehensive income/(loss). Realized gains and losses and
charges for other-than-temporary impairments are included in determining net income, with related purchase costs
based on the first-in, first-out method. For impairments that are other-than-temporary, an impairment loss is
recognized in earnings equal to the difference between the investment’s cost and its fair value at the balance sheet
date of the reporting period for which the assessment is made. The fair value of the investment then becomes the
new amortized cost basis of the investment and it is not adjusted for subsequent recoveries in fair value.

Life Insurance

Life insurance policies are recorded at the amount that could be realized under the insurance contract as of the date
of our consolidated balance sheet. These assets are classified as other long-term assets on our consolidated balance
sheet. The change in cash surrender or contract value is recorded as income or expense during each period.

Revenue Recognition and Related Allowances for Credit Losses

Substantially all of our shipping agreements with third-party carriers transfer the risk of loss to our customers
upon shipment. Accordingly, our shipments using third-party carriers are generally recognized as revenue upon
shipment of the product. In all cases, for product shipped on our company-owned trucks, revenue is recognized
upon delivery. This revenue includes amounts billed to customers for shipping. Provisions are made at the time
revenue is recognized for estimated product returns and warranties, as well as other incentives that may be
offered to customers. We also recognize revenue for amounts received from our customers in connection with
our shared advertising cost arrangement. We import certain products from foreign ports, which are shipped
directly to our domestic customers. In this case, revenue is not recognized until title is assumed by our
customer, which is normally after the goods pass through U.S. Customs.

Incentives offered to customers include cash discounts and other sales incentive programs. Estimated cash
discounts and other sales incentives are recorded as a reduction of revenues when the revenue is recognized.

Trade accounts receivable arise from the sale of products on trade credit terms. On a quarterly basis, our
management team reviews all significant accounts as to their past due balances, as well as collectability of the
outstanding trade accounts receivable for possible write off. It is our policy to write off the accounts receivable
against the allowance account when we deem the receivable to be uncollectible. Additionally, for those dealers
that are significantly past due, we review their sales orders and ship product when collectability of the
incremental sale is reasonably assured.

We have notes receivable balances due to us from various customers. These notes receivable generally relate to
past due accounts receivable which were converted to a note receivable in order to secure further collateral and
personal guarantees from the customer. The collateral from the customer is generally in the form of inventory or
real estate. In cases where we do not have sufficient collateral (excluding personal guarantees, if any) to support
the carrying value of the note receivable, our policy is to recognize an allowance for credit losses for this
difference.
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These allowances for credit losses reflect our best estimate of probable losses inherent in the trade accounts and
notes receivable balances. We determine the allowance based on known troubled accounts, historic experience
and other currently available evidence.

Cost of Sales

Our cost of sales consists primarily of the cost to manufacture or purchase our merchandise, inspection costs,
internal transfer costs, in-bound freight costs, outbound shipping costs, as well as warehousing costs, occupancy
costs and depreciation expense related to our manufacturing facilities and equipment.

Selling, General and Administrative Expenses

SG&A expenses include the costs of selling our products and other general and administrative costs. Selling
expenses are primarily composed of commissions, advertising, warranty, bad debt expense and compensation
and benefits of employees performing various sales functions. Additionally, the occupancy costs of our retail
facilities and the warehousing costs of our regional distribution centers are included as a component of SG&A.
Other general and administrative expenses included in SG&A are composed primarily of compensation and
benefit costs for administration employees and other administrative costs.

Research and Development Costs

Research and development costs are charged to expense in the periods incurred. Expenditures for research and
development costs from continuing operations were $7.9 million, $7.2 million and $7.3 million for the fiscal years
ended April 26, 2014, April 27, 2013, and April 28, 2012, respectively and are included as a component of SG&A.

Advertising Expenses

Production costs of commercials, programming and costs of other advertising, promotion and marketing programs
are charged to expense in the period incurred. Gross advertising expenses were $59.6 million, $53.9 million and
$47.7 million for the fiscal years ended April 26, 2014, April 27, 2013, and April 28, 2012, respectively.

A major portion of our advertising program is a national advertising campaign. This campaign is a shared
advertising program with our La-Z-Boy Furniture Galleries® stores, which are reimbursing us for about 34.6%
of the cost of the program (excluding company-owned stores). Because of this shared cost arrangement, the
advertising expense is reported as a component of SG&A, while the dealers’ reimbursement portion is reported
as a component of sales.

Operating Leases

We record rent expense related to operating leases on a straight-line basis for minimum lease payments starting
with the beginning of the lease term based on the date that we have the right to control the leased property. Our
minimum lease payments may incorporate step rent provisions or rent escalations. We also record rental income
from subleases on a straight-line basis for minimum lease payments.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are
recognized for the estimated future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit
carry-forwards. Deferred tax assets and liabilities are measured using enacted tax rates in effect for the year in
which those temporary differences are expected to be recovered or settled.

In periods when deferred tax assets are recorded, we are required to estimate whether recoverability is more
likely than not, based on, among other things, forecasts of taxable earnings in the related tax jurisdiction. We
consider historical and projected future operating results, the eligible carry-forward period, tax law changes, tax
planning opportunities and other relevant considerations when making judgments about realizing the value of
our deferred tax assets.
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We recognize in our consolidated financial statements the benefit of a position taken or expected to be taken in
a tax return when it is more likely than not (i.e. a likelihood of more than 50%) that the position would be
sustained upon examination by tax authorities. A recognized tax position is then measured at the largest amount
of benefit that is more likely than not to be realized upon settlement. Changes in judgment that result in
subsequent recognition, derecognition or change in a measurement date of a tax position taken in a prior annual
period (including any related interest and penalties) are recognized as a discrete item in the interim period in
which the change occurs.

Foreign Currency Translation

The functional currency of our Mexico subsidiary is the U.S. dollar. Transaction gains and losses associated
with translating our Mexico subsidiary’s assets and liabilities, which are non-U.S. dollar denominated, are
recorded in other income/(expense) in our consolidated statement of income. The functional currency of each of
our other foreign subsidiaries is its respective local currency. Assets and liabilities of those subsidiaries whose
functional currency is their local currency are translated at the year-end exchange rates, and revenues and
expenses are translated at average exchange rates for the period, with the corresponding exchange effect
included as a component of other comprehensive income. When the foreign subsidiary has substantially ended
operations, the remaining translation adjustments are recognized in other income/(expense) in our consolidated
statement of income.

Accounting for Stock-Based Compensation

We estimate the fair value of equity-based awards on the date of grant using option-pricing models. The value
of the portion of the equity-based awards that are ultimately expected to vest is recognized as expense over the
requisite service periods in our consolidated statement of income using a straight-line single-option method. We
measure stock-based compensation cost for liability-based awards based on the fair value of the award on the
last day of the reporting period and recognize it as expense over the vesting period. The liability for these
awards is remeasured and adjusted to its fair value at the end of each reporting period until paid. We record
compensation cost for stock-based awards that vest based on performance conditions ratably over the vesting
periods when the vesting of such awards become probable.

Discontinued Operations

During fiscal 2014, we sold substantially all of the assets of our Bauhaus U.S.A. business unit and classified
Lea Industries as held for sale. The assets and liabilities of Lea Industries are reported in business held for sale
in our fiscal 2014 consolidated balance sheet, and the operating results of both Bauhaus and Lea Industries are
reported as discontinued operations in our consolidated statement of income for all periods presented. Certain
prior year information for Bauhaus and Lea Industries has been reclassified to present these businesses as
discontinued operations as a result of these transactions. These items had no impact on the amounts of
previously reported net income attributable to La-Z-Boy Incorporated or total equity.

Insurance/Self-Insurance

We use a combination of insurance and self-insurance for a number of risks, including workers’ compensation,
general liability, vehicle liability and the company-funded portion of employee-related health care benefits.
Liabilities associated with these risks are estimated in part by considering historic claims experience,
demographic factors, severity factors and other assumptions. Our workers’ compensation reserve is an
undiscounted liability. We have various excess loss coverages for auto, product liability and workers’
compensation liabilities. Our deductibles generally do not exceed $1.5 million.

Recent Accounting Pronouncements

In April 2014, the Financial Accounting Standards Board issued accounting guidance related to disclosures
about discontinued operations. The guidance amends the definition of discontinued operations to limit the
disposals that may be reported as discontinued operations. The disposal must be a result of a change in an
entity’s strategy and have a major effect on the entity’s operations and financial results to be reported as
discontinued operations under the new guidance. The amendments also expand the required disclosures for
discontinued operations to include additional information about the assets, liabilities, revenues, expenses, and
cash flows of the discontinued operation. If the disposal does not qualify as discontinued operations under the
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amended guidance, the entity must now disclose the pretax profit or loss of the disposal. This guidance will be
effective for fiscal 2016. In connection with the discontinued operations discussed in Note 4, we have elected
not to early adopt the provisions of this recently issued accounting standard. We do not believe the adoption of
this guidance will have a material impact on our consolidated financial statements.

In May 2014, the Financial Accounting Standards Board issued accounting guidance on revenue recognition.
The amended guidance will enhance the comparability of revenue recognition practices and will be applied to
all contracts with customers. Improved disclosures related to the nature, amount, timing, and uncertainty of
revenue that is recognized are requirements under the amended guidance. This guidance will be effective for
fiscal 2018 and will be required to be applied retrospectively. We are currently assessing the impact that this
guidance will have on our consolidated financial statements at this time.

Note 2: Acquisitions

During the second quarter of fiscal 2014, we acquired the assets of one independent La-Z-Boy Furniture
Galleries® dealer in exchange for that dealer’s net notes and accounts receivable, valued at $1.6 million. As a
result of the acquisition we reacquired the right to own and operate La-Z-Boy Furniture Galleries® stores in that
market. We recorded an indefinite-lived intangible asset of $0.6 million in our Retail segment related to this
reacquired right, which will be amortized and deducted for federal income tax purposes over 15 years. These
three stores were included in our Retail segment results upon acquisition.

During the third quarter of fiscal 2014, we acquired the assets of one independent La-Z-Boy Furniture
Galleries® dealer in exchange for that dealer’s net notes and accounts receivable, valued at $1.4 million, and a
cash payment to the dealer of $0.8 million. As a result of the acquisition we reacquired the right to own and
operate La-Z-Boy Furniture Galleries® stores in that market. We recorded an indefinite-lived intangible asset of
$0.5 million in our Retail segment related to this reacquired right, and goodwill of $1.1 million, which will be
amortized and deducted for federal income tax purposes over 15 years. These two stores were included in our
Retail segment results upon acquisition.

The fiscal 2014 acquisitions were not material to our financial position or our results of operations, and
therefore, pro forma financial information is not presented. The net notes and accounts receivable described
above are considered non-cash investing activities as they relate to our consolidated statement of cash flows.

In the second quarter of fiscal 2013, we acquired the assets of La-Z Recliner Shops, Inc., an independent
operator of nine La-Z-Boy Furniture Galleries® stores and one distribution center in the southern Ohio market,
for $17.4 million composed of cash and the forgiveness of accounts payable. The nine stores were included in
our Retail segment results upon acquisition.

Prior to this acquisition, we had licensed the exclusive right to own and operate La-Z-Boy Furniture Galleries®
stores in the southern Ohio market to La-Z Recliner Shops, Inc. The effective settlement of this arrangement
resulted in no settlement gain or loss as the contractual terms were at market value. As a result of the acquisition
we reacquired the right (a part of which relates to the use of associated trademarks and trade name in southern
Ohio) to own and operate La-Z-Boy Furniture Galleries® stores in the southern Ohio market. We recorded an
indefinite-lived intangible asset of $2.2 million related to this reacquired right. We also recognized $12.8
million of goodwill, which represents the purchase price in excess of the net assets acquired. The goodwill and
other intangible assets were recorded in the Retail segment and will be amortized and deducted for federal
income tax purposes over 15 years.
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The purchase price allocations were based on fair values at the date of acquisition and are summarized in the
following table:

As of

(Amounts in thousands) 10/1/2012
CUTTENE SSEES . & vt ettt ettt et ettt et et e et e et et e e e et e et e et e e $ 4,260
GOOAWILL .« o ettt e e e 12,837
Other INtangible @SSetS. . v v vttt ettt e e et et e ee et eieanneanens 2,145
Property, plant, and equipment, NEt ......oouerntrttnen i ini i 336

Total assets ACqUITEA. ..o\ v vttt ettt ettt e e e i e e eieaneennennns 19,578
Current Habilities. . .ottt et e e et e e e (2,199)

Net aSSEtS ACQUITEA .+ v v v vttt ettt ettt e et ee et ee e eeeteeneeeneenenaenanaenens $ 17,379

The impact of this acquisition on our results of operations was not material, and therefore, pro forma financial
information is not presented.

Note 3: Restructuring

During the fourth quarter of fiscal 2014, we committed to a restructuring of our casegoods business to transition
to an all-import model for our wood furniture. As part of this restructuring, we will cease manufacturing
casegoods in our Hudson, North Carolina facility during the second quarter of fiscal 2015, and transition our
Kincaid and American Drew bedroom product lines to imported product. Due to this plant closure, we will also
be exiting the hospitality business as we manufactured those products in our Hudson facility. We are
transitioning our warehousing and repair functions from two North Wilkesboro, North Carolina facilities to
Hudson. The two North Wilkesboro facilities are currently being marketed for sale, as will the wood-working
equipment from our Hudson plant.

In addition, the restructuring of our Casegoods business includes marketing our youth furniture business, Lea
Industries, for sale. The assets and liabilities of Lea Industries are classified as business held for sale as of the
end of fiscal 2014, and the results of operations are reported as a component of discontinued operations. See
Note 4 for further information related to our discontinued operations.

As a result of our restructuring actions, we recorded pre-tax charges of $8.1 million ($5.3 million after tax)
during fiscal 2014, with $4.8 million pre-tax ($3.2 million after tax) related to continuing operations and $3.3
million pre-tax ($2.1 million after tax) related to discontinued operations. Fixed asset and inventory write-
downs are based upon estimated net realizable value.

The table below details the total pre-tax restructuring expense recorded by type:

(Amounts in thousands) 4/26/2014
Fixed asset WITte-AOWNS ... utt ittt ettt et et ettt et $ 2,272
INVentory WIite-dOWNS. . . .. v ettt ettt ettt et e e 2,216
(31T PP 351
Total restructuring - continuing OPErationS ... ......eueeeeeeneeneennenneeneennennn. 4,839
INVeNtory WITte-AOWNS. . v vttt ettt ettt et et e et e e eeeeieeneannannens 1,804
Tradename WITEE-AOWIL . .o v vttt ettt ettt ettt ettt et et eaniieeeens 1,265
(07711 P 163
Total restructuring - discontinued OpPerations . .......oueereerernrennenneeneennennn. 3,232
Total reStrUCTUIING EXPENSEC. « v v vt vv ittt ete et et ee e ennenneeneennennenneeneennennens $ 8,071
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The restructuring expenses from continuing operations were recorded as a component of cost of sales and
restructuring expenses related to discontinued operations were included in our loss from discontinued
operations in our consolidated statement of income. The charges were all recorded at the end of fiscal 2014.

During fiscal 2013, we recorded a restructuring charge of $2.6 million, mainly related to fixed asset and
inventory write-downs related to the closure of our lumber processing operation in our Casegoods segment.

Note 4: Discontinued Operations

During the fourth quarter of fiscal 2014, we sold substantially all of the assets of our Bauhaus U.S.A. business
unit to a group of investors and also classified Lea Industries, a division of La-Z-Boy Greensboro, Inc., as
business held for sale as part of a larger restructuring initiative (see Note 3 for additional information).

As a result of the sale of Bauhaus, we recorded an impairment to the value of the assets to be sold of $1.1
million, because the consideration paid was less than the recorded amount of the net assets to be sold. The
operating results of our Bauhaus business unit are reported as discontinued operations for all periods presented.
We had historically reported the results of our Bauhaus business unit as a component of our Upholstery
segment. The transaction closed in the fourth quarter of fiscal 2014, and continuing cash flows from the end of
the third quarter of fiscal 2014 through the closing date of the sale were not significant.

The results of the discontinued operations for Bauhaus for the fiscal years ended April 26, 2014, April 27, 2013,
and April 28, 2012, were as follows:

Year Ended
(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
Netsales . ouvninii i e $ 33,608 $§ 37,282 $§ 37,043
Income (loss) from discontinued operations (including
impairment of $1.1 million in fiscal 2014) ............... $ (1,560) $ 1,088 791
Income tax benefit/(expense)........coveevneiienneennenn. 541 (412) (303)
Income (loss) from discontinued operations, net of tax.... $  (1,019) $ 676 $ 488

The final working capital adjustment for the sale of Bauhaus of $0.2 million will be paid to the purchaser in the
first quarter of fiscal 2015. The assets and liabilities of Bauhaus that were disposed of as part of the sale were as
follows:

(Amounts in thousands) 4/26/2014
Assets
Receivables, Nt ..ottt e e $ 3,780
INVeNtOrieS, MCt. .\ vttt ettt ettt ettty 4,231
Other CUITENT ASSEES . v v vt vttt e e ettt e et eneeneenneaneenenn. 85
Property, plant, and equipment, net............ccoueiieiiinenneann... 518
TOtAL @SSEES « v v et v ettt ettt et et e e $ 8,614
Liabilities
ACCOUNTS PAYADIE. . vttt e, $ 1,290
Accrued expenses and other current liabilities......................... 633
Total HabIIItIES . o v v v vttt ettt e e e e e $ 1,923

51



The results of the discontinued operations for Lea Industries for the fiscal years ended April 26, 2014, April 27,
2013, and April 28, 2012, were as follows:

Year Ended
(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
NetSales . ouvnetn e $§ 16979 $§ 21,366 $ 27,928
Income (loss) from discontinued operations (including
restructuring of $3.3 million in fiscal 2014) .............. $ 4472) $§ (1,063) $ 7,116
Income tax benefit/(eXpense) ......covvverenerieennennenns 1,695 404 (2,698)

Income (loss) from discontinued operations, net of tax.... $  (2,777) $ (659) § 4,418

The assets and liabilities of Lea Industries that were classified as held for sale are as follows:

(Amounts in thousands) 4/26/2014
Assets
ReECEIVADIES, MOt ..\ttt t ittt et e $ 1,190
LTS 11706 (<1 TN 1 11 S PP 3,013
Other CUITENT ASSEES .« o v vttt ettt ettt et ettt e e eteateneeeeneennenneeneennennns 87
TOTAL @SSEES. v v vttt ettt ettt et ettt et e e $ 4,290
Liabilities
ACCOUNES PAYADIE. . .ottt ettt e e e e e e e e $ 234
Accrued expenses and other current liabilities.............c.ooiiiiiiii il 576
Other long-term Habilities . . ... ouern ettt et e eienenes 22
Total Habilities ... vuev ettt ettt e e e e e e e e $ 832

In the Consolidated Statement of Cash Flows, the activity of these operating units was included along with our
activity from continuing operations.

Note 5: Allowance for Credit Losses

As of April 26, 2014, and April 27, 2013, we had gross notes receivable of $4.3 million from six customers and
$8.3 million from nine customers, respectively, with a corresponding allowance for credit losses of $0.2 million
and $2.0 million, respectively. We have collateral from these customers in the form of inventory and/or real
estate to support the net carrying value of these notes. We do not accrue interest income on these notes
receivable, but we record interest income when it is received. During the fiscal year ended April 26, 2014, $2.7
million of our notes receivable and a corresponding $1.9 million of allowance for credit losses were written off,
primarily related to our acquisition of the assets of two independent La-Z-Boy Furniture Galleries® dealers
during the year. Of the $4.3 million in notes receivable as of April 26, 2014, $0.7 million is expected to be
repaid in the next twelve months, and was categorized as receivables in our consolidated balance sheet. As of
April 27,2013, $1.8 million of the $8.3 million in notes receivable were considered current and categorized as
receivables in our consolidated balance sheet. The remainder of the notes receivable and the entire allowance
for credit losses were categorized as other long-term assets.

The following is an analysis of the allowance for credit losses related to our notes receivable as of April 26,
2014, and April 27, 2013:

(Amounts in thousands) 4/26/2014 4/27/2013

Beginning balance. .. ......ouvuvieieinieeieiei it $ 1,986 $ 1,537
10N S 1= — (73)
T4 0 Lo & P (1,888) —
Provision for credit 10SSes . ...vvvveiiiiii i e 60 522

Ending balance. . .....ovuiinininiiiii ittt $ 158 $ 1,986
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Note 6: Inventories

(Amounts in thousands) 4/26/2014 4/27/2013
Raw materialS. ...ovvnrineiniii i $ 71247 $ 70,731
Work in process. ...vvuevie i ninnennnennans 13,722 12,182
Finished goods........coovviiiiiiiiiinnn, 91,842 93,273
FIFO Inventories ........oovveveeeennnnnnn.. 176,811 176,186
Excess of FIFO over LIFO .................. (29,802) (29,843)
Total iINVENtories. . ...vvvvvrevnrinrennenn.. $ 147,009 $ 146,343

Note 7: Property, Plant and Equipment

Estimated
(Amounts in thousands) Useful Lives 4/26/2014 4/27/2013
Buildings and building fixtures ..........coveiiiiiinen, 3-40 years $ 161,490 $ 171,346
Machinery and equipment. ...........cooiiiiiiiiiion... 3-15 years 140,561 141,924
Information systems and software ........................ 3-10 years 64,208 62,005
Land . ..o — 15,344 18,433
Land improvements . .........cuueiieeieenennenneennennn 3-30 years 10,820 10,772
Transportation equipment.........c.oceeeennenieeneennennn 3-10 years 17,420 17,855
Furniture and fiXtures. ...oovvviiiiii i, 3-15 years 14,104 14,204
CONStruCtion iN PIrOZIESS « v vvveereenrennenneeneennennenns 31,233 4,496
455,180 441,035
Accumulated depreciation............coviiiiiiiiiiinn... (327,645)  (322,975)
Net property, plant and equipment..................... $ 127,535 § 118,060

Depreciation expense from continuing operations for the fiscal years ended April 26, 2014, April 27, 2013, and
April 28,2012, was $19.3 million, $19.7 million, and $21.2 million, respectively.

Note 8: Goodwill and Other Intangible Assets

During fiscal 2014, we acquired the assets of two independent La-Z-Boy Furniture Galleries® dealers in
exchange for those dealers’ net notes and accounts receivable. As a result of these acquisitions we reacquired
the right to own and operate La-Z-Boy Furniture Galleries® stores in those markets. We recorded an indefinite-
lived intangible asset of $1.1 million in our Retail segment related to these reacquired rights, and goodwill of
$1.1 million. See Note 2 for additional information.

Key assumptions used in the assessment of our goodwill were a discount rate of 12.2% and a terminal growth
rate of 2%. The relative fair value of our goodwill significantly exceeds the carrying value as of April 26, 2014.

All of our goodwill relates to our Retail segment.

The following is a roll-forward of goodwill for the fiscal years ended April 26, 2014, and April 27, 2013:

(Amounts in thousands) Goodwill
Balance at April 28,2012 ... uiitiii e $ —
ACQUISIEIONS + vttt ettt ettt ettt e e e e et eneeneaneannas 12,837
Balance at April 27,2013 ...t e 12,837
ACQUISTEIONS + vttt ettt ettt et e e e et e e et eneeneneaneannas 1,086
Balance at April 26,2014 ... oiiiie e $ 13,923
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The following is a roll-forward of other intangible assets for the fiscal years ended April 26, 2014, and April 27,
2013:

Total Other
Reacquired Intangible
(Amounts in thousands) Tradenames Rights Assets
Balance at April 28,2012 ... cvviiiiiiiiiei i $ 3,028 § — 3 3,028
ACqUISIEIONS + vttt ttee e i e eeieeieeneennennens — 2,145 2,145
Impairment charges..........ooviiiiiiniinnnnnennnn. (335) — (335)
Balance at April 27,2013 ... ..ot 2,693 2,145 4,838
ACqUISIEIONS + v vttt ee e i i eeieeieeneennennens — 1,093 1,093
ReStrUCTUIING. .« oo e ettt eeaeens (1,265) — (1,265)
Impairment charges. ..o, (122) — (122)
Balance at April 26,2014 ... .ot $ 1,306 $ 3238 $ 4,544

Note 9: Investments

Our consolidated balance sheet at April 26, 2014, included $15.9 million of available-for-sale investments and
$1.8 million of trading securities in other current assets and $43.2 million of available-for-sale investments in
other long-term assets. Available-for-sale investments of $10.8 million and trading securities of $1.1 million
were included in other current assets, and available-for-sale investments of $29.2 million were included in other
long-term assets in our consolidated balance sheet at April 27, 2013. At April 26, 2014, and April 27, 2013,
$44.7 million and $29.9 million, respectively, of these investments were to enhance returns on our cash. The
remaining investments were designated to fund future obligations of our non-qualified defined benefit
retirement plan and our executive deferred compensation plan. If there were a decline in the fair value of an
investment below its cost and the decline was considered other-than-temporary, the amount of decline below
cost would be charged against earnings.

The following is a summary of investments at April 26, 2014, and April 27, 2013:

Fiscal 2014

Gross Gross
Unrealized Unrealized
(Amounts in thousands) Gains Losses Fair Value
EqQUIty SECUTITIES vttt et e e ettt e eeeaaeanas $ 1,246 $ (52) § 8,216
FiXed INCOME ..ottt e et et it 166 (44) 50,510
Mutual fundS ..t — — 1,787
OB v e e e e e e e e e 1 (10) 425
TOtal SECUIIHIES v vt vt ettt ettt et i et ieanenanns $ 1413 $ (106) $ 60,938
Fiscal 2013
Gross Gross
Unrealized Unrealized
(Amounts in thousands) Gains Losses Fair Value
EqQUItY SECUTITIES vt ttete et e e e e e ie et e e e e e e e enanananns $ 296 $ (152) $ 6,668
Fixed INCOME . ..o utiti it e e e aeans 159 (1) 33,076
Mutual funds ... i i e — — 1,126
ORET. « + e e e e e e e e 1 3) 220
TOtal SECUITHES + o\ vttt et e e ettt eieieenans $ 456 $ (156) $ 41,090

The following table summarizes sales of available-for-sale securities (for the fiscal years ended):

(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
Proceeds fromsales ...ttt $ 34557 $§ 18,662 $ 8,649
Grossrealized gains ........oeiiiiiiii i 857 4,486 573
Gross 1ealized 10SSeS «vvvvvvneieii it (559) (1,316) (54)
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The fair value of fixed income available-for-sale securities by contractual maturity was $15.9 million within one
year, $32.7 million within two to five years, $1.4 million within six to ten years and $0.5 million thereafter.

Note 10: Accrued Expenses and Other Current Liabilities

(Amounts in thousands) 4/26/2014 4/27/2013
Payroll and other compensation ............ceieeiiniinniennennennnnn. $§ 42,667 $ 39,270
Accrued product warranty, current portion. . .......c..eeieiiitiieanan.s 9,815 9,532
CUStOMET dEPOSIES . .« v v v et ettt e e eeee et eneennenneenenn, 20,903 15,852
Other current Habiliti€s . ..ovvvvti ittt ieiiaas 29,491 34,454
Accrued expenses and other current liabilities.............. ...t $ 102,876 $ 99,108

Note 11: Debt

(Amounts in thousands) 4/26/2014 4/27/2013
Industrial revenue bonds .......c.ovii i $ 7,100 $ 7,100
Capital [€aSeS « v vveee i 674 989
Total debt. ..t e e 7,774 8,089
Less: current portion . ....ovveeeeneeneennennenneennennnn. (7,497) (513)
Long-termdebt ........coviiiiiiiiiiiii i, $ 277 $ 17,576

We maintain a revolving credit facility secured primarily by all of our accounts receivable, inventory, and cash
deposit and securities accounts. Availability under the agreement fluctuates according to a borrowing base
calculated on eligible accounts receivable and inventory. The credit agreement includes affirmative and
negative covenants that apply under certain circumstances, including a 1.05 to 1.00 fixed charge coverage ratio
requirement that applies when excess availability under the line is less than 12.5% of the revolving credit
commitment of $150 million. At April 26, 2014, we were not subject to the fixed charge coverage ratio
requirement, had no borrowings outstanding under the agreement, and had excess availability of $140.0 million.

Industrial revenue bonds were used to finance the construction of some of our manufacturing facilities. The
facilities constructed from the bond proceeds are mortgaged as collateral for the bonds. Interest for our
remaining bond is at a variable rate and at April 26, 2014, was approximately 0.1%. This bond matured and was
paid in June 2014.

Fair value of our debt approximates the carrying value.

Capital leases consist primarily of long-term commitments for the purchase of information technology
equipment and have maturities ranging from fiscal 2015 to fiscal 2017. Interest rates range from 7.6% to 9.1%.

Maturities of long-term capital leases, subsequent to April 26, 2014, are $0.2 million in fiscal 2016, and less
than $0.1 million in fiscal 2017.

Cash paid for interest during fiscal years 2014, 2013 and 2012 was $0.5 million, $0.7 million, and $1.6 million,
respectively.

Note 12: Operating Leases

We have operating leases for one manufacturing facility, executive and sales offices, warchouses, showrooms
and retail facilities, as well as for transportation equipment, information technology and other equipment. The
operating leases expire at various dates through fiscal 2030. We have certain retail facilities which we sublease
to outside parties. The total rent liability included in our consolidated balance sheet as of April 26, 2014, and
April 27,2013, was $12.8 million and $11.7 million, respectively.
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The future minimum rentals for all non-cancelable operating leases and future rental income from subleases are
as follows (for the fiscal years):

Future Future

Minimum Minimum

(Amounts in thousands) Rentals Income
20T e e e e $ 51972 § 4,077
2006 i 48,464 4,123
20 e 45,815 3,890
208 e 42,720 3,830
200 e e 38,544 3,833
2020 and beyond . ......iitii i e 111,864 11,283
Total .o e $ 339,379 $ 31,036

Rental expense and rental income from continuing operations for operating leases were as follows (for the fiscal
years ended):

(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
Rental €XPenSE. . vvvr et et eteeee e eie e eeaaeanaaas $ 51,132 $§ 47,872 $ 48,168
Rental income ........oviiiiii it eainnnn 5,138 5,095 4,655

Note 13: Retirement and Welfare

Voluntary 401(k) retirement plans are offered to eligible employees within certain U.S. operating units. For
most operating units, we make matching contributions based on specific formulas. We also make supplemental
contributions to this plan for eligible employees based on achievement of operating performance targets.

A performance compensation retirement plan (“PCRP”) is maintained for eligible highly compensated
employees. The company contributions to this plan are based on achievement of performance targets. As of
April 26, 2014, we had $2.5 million of obligations for this plan included in other long-term liabilities.

We also maintain an executive deferred compensation plan for eligible highly compensated employees. An
element of this plan allows contributions for eligible highly compensated employees. As of April 26, 2014, and
April 27, 2013, we had $12.3 million and $10.0 million, respectively, of obligations for this plan included in other
long-term liabilities. We had life insurance contracts related to this plan at April 26, 2014, and at April 27, 2013,
with cash surrender values of $10.9 million and $8.9 million, respectively, which are included in other long-term
assets. Mutual funds related to this plan are considered trading securities and are included in other current assets at
April 26, 2014, and at April 27, 2013, with market values of $1.8 million and $1.1 million, respectively.

We maintain a non-qualified defined benefit retirement plan for certain former salaried employees. Included in
other long-term liabilities were plan obligations of $16.2 million and $17.0 million at April 26, 2014, and April 27,
2013, respectively, which represented the unfunded projected benefit obligation of this plan. During fiscal 2014,
the total cost recognized for this plan was $0.8 million, which primarily related to interest cost. The actuarial gain
recognized in accumulated other comprehensive loss was $0.4 million and the benefit payments during the year
were $1.1 million. Benefit payments are scheduled to be approximately $1.1 million annually for the next ten
years. The discount rate used to determine the obligations under this plan was 4.3% as of the end of fiscal 2014.
During fiscal 2013, the total cost recognized for this plan was $0.8 million, which primarily related to interest cost.
The actuarial loss recognized in accumulated other comprehensive loss was $1.1 million and the benefit payments
during the year were $1.1 million. The discount rate used to determine the obligations under this plan was 3.7% as
of the end of fiscal 2013. This plan is not funded and is excluded from the obligation charts and disclosures that
follow. We hold available-for-sale marketable securities to fund future obligations of this plan in a Rabbi trust (see
Notes 9 and 21). We are not required to fund the non-qualified defined benefit retirement plan in fiscal year 2015;
however, we have the discretion to make contributions to the Rabbi trust.
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We also maintain a defined benefit pension plan for eligible factory hourly employees at one operating unit.
Active participants continue to earn service cost. The measurement dates for the pension plan assets and benefit
obligations were April 26, 2014, April 27, 2013, and April 28, 2012, in the years presented.

The changes in plan assets and benefit obligations were recognized in accumulated other comprehensive loss as
follows (pre-tax) (for the fiscal years ended):

(Amounts in thousands) 4/26/2014 4/27/2013
Beginning of year net actuarial loss....................... $ 48,745 § 45270
Net current year actuarial (gain) loss...................... (5,932) 6,499
Amortization of actuarial 10SS .......covveiiiiiiiiiiiiit, (3,388) (3,024)
End of year net actuarial loss ................cooia.LL. $ 39425 § 48,745

In fiscal 2015, we expect to amortize $2.7 million of unrecognized actuarial losses as a component of pension
expense.

The combined net periodic pension cost and retirement costs for retirement plans related to continuing
operations were as follows (for the fiscal years ended):

(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
SIVICE COStL v vttt ettt ettt et e eeanaanns $ 1,241 § 1,231 § 1,110
Interest CoSt. i i i e e e e e 4,822 5,325 5,565
Expected return on plan assets...........coevueiiininonn.. (6,800) (6,855) (6,820)
Net amortization and deferral. ..., 3,388 3,024 1,635

Net periodic pension cost (hourly plan).................. 2,651 2,725 1,490
0 0 5,802 5,198 2,473
PCORPH L e 2,513 — —
Other™ L e 223 191 107

Total retirement costs (excluding non-qualified defined

benefit retirement plan)...........coooeiiiiiiiiiiaan., $ 11,189 $ 8,114 § 4,070

*Not determined by an actuary

The funded status of the defined benefit pension plan for eligible factory hourly employees was as follows:

(Amounts in thousands) 4/26/2014 4/27/2013
Change in benefit obligation
Benefit obligation at beginning of year.................... $ 123,495 § 118,347
S IVICE COStL vt ettt ettt ettt it e eieeanaenns 1,241 1,231
Interest CoSt. e i e e e 4,822 5,325
Actuarial (gain) losS . ....ouviueiiii i (3,565) 8,178
Benefits paid. . ...o.eii i (9,123) (9,586)
Benefit obligation atend of year ........................ 116,870 123,495
Change in plan assets
Fair value of plan assets at beginning of year .............. 111,430 89,002
Actual return on plan assets ......ovviriiiiiiiiiiiii i 9,494 9,060
Employer contributions . .......cooevieinnenenieennennenns — 23,480
Other EXPENSES .« vt e vttt eeeeee it enenenneennennenns (327) (526)
Benefits paid. . ..oveviiii e e (9,123) (9,586)
Fair value of plan assets at end of year................... 111,474 111,430
Funded Status. . ......ovveiieieeieieieieeeanannns $  (5396) § (12,065)
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Amounts included in the consolidated balance sheet related to the defined benefit pension plan for eligible
factory hourly employees consist of:

(Amounts in thousands) 4/26/2014 4/27/2013
Other long-term liabilities. ....... $  (5396) $§ (12,065)

The actuarial assumptions for the defined benefit pension plan for eligible factory hourly employees were as
follows (for the fiscal years ended):

4/26/2014 4/27/2013 4/28/2012
Discount rate used to determine benefit obligations......... 4.4% 4.0% 4.6%
Discount rate used to determine net benefit cost............ 4.0% 4.6% 5.6%
Long-termrate of return .......c.oovievneenennennnennenn. 4.7% 6.3% 7.8%

Consistent with prior years, the discount rate is calculated by matching a pool of high quality bond payments to
the plan’s expected future benefit payments as determined by our actuary. The long-term rate of return was
determined based on the average rate of earnings expected on the funds invested or to be invested to provide the
benefits of these plans. This included considering the trust’s asset allocation, investment strategy, and the
expected returns likely to be earned over the life of the plans. This is based on our goal of earning the highest
rate of return while maintaining acceptable levels of risk. We strive to have assets within the plan that are
diversified so that unexpected or adverse results from one asset class will not have a significant negative impact
on the entire portfolio.

Our investment objective is to minimize the volatility of the value of our pension assets relative to pension
liabilities and to ensure assets are sufficient to pay plan benefits by matching the characteristics of our assets
relative to our liabilities. At the end of fiscal 2014, approximately 90% of the plan’s assets were invested in
fixed rate investments with a duration that approximates the duration of its liabilities, and the remainder of the
assets were invested in equity investments.

The investment strategy and policy for the pension plan reflects a balance of risk-reducing and return-seeking
considerations. The objective of minimizing the volatility of assets relative to liabilities is addressed primarily
through asset-liability matching and asset diversification. The fixed income target asset allocation matches the
bond-like and long-dated nature of the pension liabilities. Assets are broadly diversified within all asset classes
to achieve adequate risk-adjusted returns while reducing the sensitivity of the pension plan funding status to
market interest rates and equity return volatility, and maintaining liquidity sufficient to meet our defined benefit
pension plan obligations.

Investments are reviewed at least quarterly and rebalanced as needed. The overall expected long-term rate of
return is determined by using long-term historical returns for equity and debt securities in proportion to their
weight in the investment portfolio.

The following table presents the fair value of the assets in our defined benefit pension plan for eligible factory
hourly employees at April 26, 2014, and April 27, 2013. The various levels of the fair value hierarchy are
described in Note 21.

Fiscal 2014

(Amounts in thousands) Level 1 (a) Level 2 (a) Level 3

Cashand equivalents ........c.vueieieinrenennnennnannnns $ 207§ 6,083 $ —

Equity funds......ooviiiii i 22,623 7,736 —

Debtfunds. ....ooiiuii e — 74,825 —
Total .o e e e $§ 22,830 $ 88,644 § —

(a) There were no transfers between Level 1 and Level 2 during fiscal 2014.
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Fiscal 2013

(Amounts in thousands) Level 1 (b) Level 2 (b) Level 3
Cashand equivalents ..........c.viiiiiereiennnenanannnns $ 429 § 15,767 $ —
Equity funds.....c.ooviiiini i e 47,047 16,140 —
Debt funds. ..ovvii i e — 32,047 —
Total .ot e $§ 47476 $ 63954 § —

(b) There were no transfers between Level 1 and Level 2 during fiscal 2013.

Level 1 retirement plan assets include U.S. currency held by a designated trustee and equity funds of common
and preferred securities issued by U.S. and non-U.S. corporations. These equity funds are traded actively on
exchanges and price quotes for these shares are readily available.

Cash and equivalents of commingled funds generally valued using observable market data are categorized as
Level 2 assets. Equity funds categorized as Level 2 include common trust funds which are composed of shares
or units in open ended funds with active issuances and redemptions. The value of these funds is determined
based on the net asset value of the funds, the underlying assets of which are publicly traded on exchanges. Price
quotes for the assets held by these funds are readily available. Debt funds categorized as Level 2 consist of
corporate fixed income securities issued by U.S. and non-U.S. corporations and fixed income securities issued
directly by the U.S. Treasury or by government-sponsored enterprises which are valued using a bid evaluation
process with bid data provided by independent pricing sources using observable market data.

Our funding policy is to contribute to our defined benefit pension plan amounts sufficient to meet the minimum
funding requirement as defined by employee benefit and tax laws, plus additional amounts which we determine
to be appropriate. During fiscal 2014, we made no contributions to our defined benefit pension plan and we
currently do not expect to contribute funds to our defined benefit pension plan during fiscal 2015.

The expected benefit payments by our defined benefit pension plan for eligible factory hourly employees for
each of the next five fiscal years and for periods thereafter are presented in the following table:

Benefit

(Amounts in thousands) Payments
20 LS e e $ 5,574
0 P 5,625
) P 5,772
P 5,906
200 e e e e e 6,077
202010 2024 . . .o i e e e 33,253

$ 62,207

Note 14: Product Warranties

We accrue an estimated liability for product warranties at the time the revenue is recognized. We estimate
future warranty claims based on claim experience and any additional anticipated future costs on previously sold
products. Our liability estimates incorporate the cost of repairs including materials consumed, labor and
overhead amounts necessary to perform the repair and any costs associated with delivery of the repaired product
to the customer. Approximately 95% of our warranty liability relates to our Upholstery segment as we generally
warrant our products against defects for one year on fabric and leather, from one to ten years on cushions and
padding, and up to a lifetime on certain mechanisms and frames. Labor costs relating to our parts are warrantied
for one year. Considerable judgment is used in making our estimates. Differences between actual and estimated
costs are recorded when the differences are known.
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A reconciliation of the changes in our product warranty liability is as follows:

(Amounts in thousands) 4/26/2014 4/27/2013
Balance as of the beginning of the year..............ooiiiiiiiinann., $§ 15525 $§ 14,327
Accruals during the year .......ooueviii ittt i, 15,785 15,370
Reclass to discontinued Operations. .......o.oeeirenreneenrennenneennnn, (367) —
Settlements during the year .........o.eiiiniinnniinnennennnns (14,930) (14,172)
Balance as of the end of theyear............ccooiiiiiiiiiiiiininan..., $ 16,013 $ 15,525

As of April 26, 2014, and April 27, 2013, $9.8 million and $9.5 million, respectively, of our product warranty
liability was included in accrued expenses and other current liabilities in our consolidated balance sheet, with
the remainder included in other long-term liabilities. The accruals recorded during the periods presented
primarily reflect charges related to warranties issued during the respective periods.

Note 15: Contingencies and Commitments

We have been named as a defendant in various lawsuits arising in the ordinary course of business and as a
potentially responsible party at certain environmental clean-up sites, the effect of which are not considered
significant. Based on a review of all currently known facts and our experience with previous legal and
environmental matters, we have recorded expense in respect of probable and reasonably estimable losses arising
from legal and environmental matters and currently do not anticipate any material additional loss for legal or
environmental matters.

Note 16: Stock-Based Compensation

In the second quarter of fiscal 2014, our shareholders amended the La-Z-Boy Incorporated 2010 Omnibus
Incentive Plan which was approved in fiscal 2011. This plan provides for the grant of stock options, stock
appreciation rights, restricted stock, stock units (including deferred stock units), unrestricted stock, dividend
equivalent rights, and short-term cash incentive awards. Under this plan, as amended, the aggregate number of
common shares that may be issued through awards of any form is 8.7 million shares. No grants may be issued
under our previous plans.

The table below summarizes the grants made during fiscal 2014:

Shares/units Liability/ Equity

(Shares/units in thousands) granted award Settlement
Stock options ..........ciiiiiiia 175 Equity Common shares
Stock appreciation rights (“SARs”) ... 142 Liability Cash

Restricted stock units — employees. ... 125 Liability Cash

Restricted stock units — directors ..... 34 Equity Common shares
Performance-based units............. 35 Liability Cash
Performance-based shares............ 191 Equity Common shares

The table below summarizes the total stock-based compensation expense recognized in our consolidated
statement of income:

(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012

Equity-based awards eXpense ...........eevereinenannanns $ 8739 § 11458 § 5718

Liability-based awards eXpense. .........coueveeneennenn. 5,736 2,170 405
Total stock-based compensation expense ................ $§ 14475 § 13,628 $ 6,123
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Stock Options. The La-Z-Boy Incorporated 2010 Omnibus Incentive Plan authorizes grants to certain employees
and directors to purchase common shares at a specified price, which may not be less than 100% of the current
market price of the stock at the date of grant. Compensation expense for stock options is equal to the fair value
on the date the award was approved and is recognized over the vesting period. The vesting period for our stock
options ranges from one to four years. Options granted to retirement eligible employees are expensed
immediately because they vest upon retirement. Granted options outstanding under the former long-term equity
award plan remain in effect and have a term of five or ten years.

Stock option expense recognized in selling, general and administrative expense for fiscal years 2014, 2013, and
2012 was $2.1 million, $2.3 million, and $1.9 million, respectively. We received $3.6 million, $2.9 million, and

$4.9 million in cash during fiscal 2014, fiscal 2013, and fiscal 2012, respectively, for exercises of stock options.

Plan activity for stock options under the above plans is as follows:

Weighted
Average
Weighted Remaining
Number of Average Contractual  Aggregate
Shares Exercise Term Intrinsic
(In Thousands) Price (Years) Value
Outstanding at April 27,2013 ..........ccoiiiiii.... 1,256 $ 9.78 47 $ 10,537
Granted. . ....oei e 175 19.06
EXercised ..ovoverii i (589) 9.00 $ 8,335
EXPITEA . . v e e eee e e e et e (42) 20.44
Canceled. ..ovevi i e (2) 21.68
Outstanding at April 26,2014 ...........coiiiiiien... 798 § 11.79 75 $ 10,185
Exercisable at April 26,2014............coooiiiiint. 287 $ 8.78 63 $ 4,531

The aggregate intrinsic value of options exercised was $6.0 million and $4.5 million in fiscal 2013 and 2012,
respectively. As of April 26, 2014, there was $1.0 million of total unrecognized compensation cost related to
non-vested stock option awards, which is expected to be recognized over a weighted-average remaining vesting
term of all unvested awards of 2.3 years. During the year ended April 26, 2014, 0.5 million shares vested.

The fair value of each option grant was estimated at the date of the grant using a Black-Scholes option-pricing
model, which requires management to make certain assumptions. Expected volatility was estimated based on
the historical volatility of our common shares. The average expected life was based on the contractual term of
the stock option and expected employee exercise and post-vesting employment termination trends. The risk-free
rate was based on U.S. Treasury issues with a term equal to the expected life assumed at the date of grant. The
turnover rate was estimated at the date of grant based on historical experience. The fair value of stock options
granted during fiscal 2014, fiscal 2013, and fiscal 2012 were calculated using the following assumptions:

4/26/2014 4/27/2013 4/28/2012

Risk-free interest rate. .. ....o.eeevnenennniienennenennns 0.84% 0.75% 1.5%
Dividendrate ......couiniitin i e 0.84% 0% 0%
Expected lifeinyears........oovuiiiiiiiininnnnn 5.0 5.0 5.5
Stock price volatility .........oovuiiiiiiiiiiiiii 81.3% 83.8% 88.8%
Turnoverrate ...t 0% 0% 4.0%
Fair value pershare. .........covuiiiiieinenenninennnnnnns. $§ 1163 3 7.87 $ 6.68

Stock Appreciation Rights. Under the La-Z-Boy Incorporated 2010 Omnibus Incentive Plan, the Compensation
Committee of the board of directors is authorized to award stock appreciation rights to certain employees. SARs
will be paid in cash upon vesting and as such were accounted for as liability-based awards that will be remeasured
to reflect the fair value at the end of each reporting period. These awards vest at 25% per year, beginning one year
from the grant date for a term of four years. The fair value for the SARs is estimated at the end of each period
using the Black-Scholes option-pricing model, which requires management to make certain assumptions. The
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average expected life was based on the contractual term of the SARs and expected employee exercise and post-
vesting employment termination trends (which is consistent with the expected life of our option awards). The risk-
free rate was based on U.S. Treasury issues with a term equal to the expected life assumed at the end of the
reporting period. Compensation expense of $1.1 million and $0.6 million related to SARs was recognized in
selling, general and administrative expense for the years ended April 26, 2014, and April 27, 2013, respectively.
The unrecognized compensation cost at April 26, 2014, related to SARs was $1.4 million and is expected to be
recognized over a weighted-average remaining contractual term of all unvested awards of 2.3 years.

The fair value of the SARs granted during fiscal 2014 was remeasured at April 26, 2014, using the following
assumptions:

4/26/2014
Risk-free interest rate. . .....o.eueeeenennennnenennenen.. 1.64%
Dividend rate ......cooiuiiii i 1.0%
Expected lifeinyears.........coovuiiiiiiiiinnnann.. 4.1
Stock price volatility .......coviiiitin i, 49.5%
Fair value pershare. ........ovuviniiineniinenennenennns $ 1111

The fair value of the SARs granted during fiscal 2013 was remeasured at April 26, 2014, using the following
assumptions:

4/26/2014
Risk-free interest rate........ovvevuvnininininininenennn. 0.82%
Dividendrate .........vvvuiiiiiiiiiiiiiiiiiiiinn, 1.0%
Expected lifeinyears.........coovuiiiiiiiiinninn.. 32
Stock price volatility ..........cooiiiiiiiiiiiiiii 44.4%
Fair value pershare..............oooiiiiiiiiiioae,. $ 1339

Restricted Shares. Under the La-Z-Boy Incorporated 2010 Omnibus Incentive Plan, the Compensation
Committee of the board of directors is authorized to award restricted common shares to certain employees. The
shares are offered at no cost to the employees, and the plan requires that all shares be held in an escrow account
until the vesting period ends. In the event of an employee’s termination during the escrow period, the shares are
returned at no cost to the company. Compensation expense for restricted stock is equal to the market value of
our common shares on the date the award is approved and is recognized over the service period. Expense
relating to the restricted shares recorded in selling, general and administrative expense was $0.5 million, $1.0
million, and $1.6 million during fiscal 2014, fiscal 2013, and fiscal 2012, respectively. The unrecognized
compensation cost at April 26, 2014, related to restricted shares was $0.4 million and is expected to be
recognized over a weighted-average remaining contractual term of all unvested awards of 1.2 years.

The following table summarizes information about non-vested share awards as of and for the year ended April
26,2014:

Weighted
Number of Average

Shares Grant Date

(In Thousands) Fair Value
Non-vested shares at April 27,2013 ... .ooiiii i 530 § 6.67
511 T P (413) 21.32
Canceled. . ..vv e e e e (15) 8.05
Non-vested shares at April 26,2014 .......c.ooiiiiiiiiiiiiiiinnenn.. 102 $ 7.77
Awards granted during fiscal 2012.........oiiiiiiiiii i $ 6.58
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Restricted Stock Units. Under the La-Z-Boy Incorporated 2010 Omnibus Incentive Plan, the Compensation
Committee of the board of directors is authorized to award restricted stock units to certain employees and our
non-employee directors.

The restricted stock units granted to employees are accounted for as liability-based awards because upon
vesting these awards will be paid in cash. Compensation expense is initially measured and recognized based on
the market value (intrinsic value) of our common stock on the grant date and amortized over the vesting period.
The liability is remeasured and adjusted based on the market value (intrinsic value) of our common shares on
the last day of the reporting period until paid with a corresponding adjustment to reflect the cumulative amount
of compensation expense. The fair value of the restricted stock units at April 26, 2014, was $24.55. Each
restricted stock unit is the equivalent of one common share. Restricted stock units vest at 25% per year,
beginning one year from the grant date for a term of four years. Compensation expense of $1.6 million and $0.5
million related to restricted stock units granted to employees was recognized in selling, general and
administrative expense for the years ended April 26, 2014, and April 27, 2013, respectively. The unrecognized
compensation cost at April 26, 2014, related to employee restricted stock units was $4.2 million and is expected
to be recognized over a weighted-average remaining contractual term of all unvested awards of 2.7 years.

The following table summarizes information about non-vested stock units as of and for the year ended April 26,
2014:

Weighted
Number of Average

Units Grant Date

(In Thousands) Fair Value
Non-vested units at April 27,2013 . ....cooiiiii i 156 § 1191
Granted. . oottt e e e e e e 125 19.28
Y117« 41 11.54
Canceled. ..ot e e e e (19) 14.75
Non-vested units at April 26,2014 .. ... iiiiiiii it iaenns, 221 $  15.90

Restricted stock units granted to directors are offered at no cost to the directors and vest upon the director’s
leaving the board. These awards will be paid in shares of our common stock and we therefore account for them
as equity based awards. Compensation expense for these awards is measured and recognized on the grant date
based on the market price of our common shares at the date the grant was awarded. During fiscal 2014, fiscal
2013, and fiscal 2012 we granted less than 0.1 million restricted stock units each year to our non-employee
directors. Expense relating to the non-employee directors restricted stock units recorded in selling, general and
administrative expense was $0.7 million in fiscal 2014, fiscal 2013, and fiscal 2012.

Performance Awards. Under the La-Z-Boy Incorporated 2010 Omnibus Incentive Plan, the Compensation
Committee of the board of directors is authorized to award common shares and stock units to certain employees
based on the attainment of certain financial goals over a given performance period. The awards are offered at no
cost to the employees. In the event of an employee's termination during the vesting period, the potential right to
earn shares/units under this program is generally forfeited.
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Payout of these grants depends on our financial performance (80%) and a market-based condition based on the
total return that our shareholders receive on their investment in our stock relative to returns earned through
investments in other public companies (20%). The performance award opportunity ranges from 50% of the
employee’s target award if minimum performance requirements are met to a maximum of 200% of the target
award based on the attainment of certain financial and shareholder-return goals over a specific performance
period, which is generally three fiscal years. These performance awards are offered at no cost to the employees.
The number of performance-based units/shares granted were as follows:

Number of Number of
Performance-based awards granted (Shares/units in thousands) Units Shares
Fiscal 2012 grant. . ....uvne e ent i e i eieieneenenneennn, 2 690
Fiscal 2013 grant. ... ..oueennineen et eieneaneenenn, 146 133
Fiscal 2014 grant. . .....ouuennintin i iee it einieaneeneen, 35 191

Based on our financial results for fiscal 2014, certain performance conditions were met for some of our
outstanding performance-based awards. The number of awards earned based on performance conditions were as
follows:

Number of
Performance-based awards earned (Shares/units in thousands) Shares/Units
Fiscal 2012 performance-based shares ..................... 1,175
Fiscal 2012 performance-based units....................... 5
Fiscal 2013 performance-based shares ..................... 95
Fiscal 2013 performance-based units....................... 91
Fiscal 2014 performance-based shares ..................... 67
Fiscal 2014 performance-based units....................... 11

The fiscal 2013 and fiscal 2014 shares will be settled in shares and the fiscal 2013 and fiscal 2014 units will be
settled in cash if service conditions are met, requiring employees to remain employed with the company through
the end of the three year performance periods.

The performance-based units are accounted for as liability-based awards because upon vesting they will be paid in
cash. For performance-based units that vest based on performance conditions, the fair value of each unit was
$24.01 and $24.25 at April 26, 2014, for the awards granted in fiscal 2014 and in fiscal 2013, respectively, which
was the market value of our common shares on the last day of the reporting period less expected dividends to be
paid prior to vesting, and compensation cost is expensed based on the probability that the performance goals will
be obtained. For performance-based units that vest based on market conditions, the fair value of the award was
estimated using a Monte Carlo valuation model on the last day of the reporting period, and compensation cost is
expensed over the vesting period. The liability for these units is remeasured and adjusted based on the Monte Carlo
valuation at the end of each reporting period until paid. Based on the Monte Carlo valuation, the fair value of each
performance-based unit that vests based on market conditions was $36.22 and $41.54 at April 26, 2014, for the
awards granted in fiscal 2014 and in fiscal 2013, respectively. During fiscal 2014 and fiscal 2013 we recognized
$2.2 million and $0.7 million, respectively, of expense related to performance-based units. The unrecognized
compensation cost at April 26, 2014, related to performance-based units was $2.0 million based on the current
share price and current estimates of the number of awards that will vest, and is expected to be recognized over a
weighted-average remaining contractual term of all unvested awards of 1.1 years.

The performance-based shares are accounted for as equity-based awards because upon vesting they will be settled
in common shares. The grant date fair value of performance-based shares is expensed over the service period. For
performance-based shares that vest based on performance conditions, the fair value of the award was $18.58,
$11.97, and $9.35 for fiscal 2014, fiscal 2013, and fiscal 2012, respectively, which was the market value of our
common shares on the date of grant less expected dividends to be paid prior to vesting, and compensation cost is
expensed based on the probability that the performance goals will be obtained. For performance-based shares that
vest based on market conditions, the fair value of the award was estimated using a Monte Carlo valuation model
on the date of grant, and compensation cost is expensed over the vesting period, regardless of the ultimate vesting
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of the award, similar to the expensing of a stock option award. The fair value for the performance-based shares that
vest based on market conditions, as determined by the Monte Carlo valuation, at the grant date was $26.08,

$15.41, and $15.12 for the fiscal 2014 grant, fiscal 2013 grant, and fiscal 2012 grant, respectively. The
unrecognized compensation cost at April 26, 2014, related to performance-based shares was $3.0 million based on
the current estimates of the number of awards that will vest, and is expected to be recognized over a weighted-
average remaining contractual term of all unvested awards of 1.4 years.

Equity-based compensation expenses related to performance-based shares recognized in our consolidated
statement of income were as follows (for the fiscal years ended):

(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012

Fiscal 2011 grant.......ooueiueneinnenneeieennennenns $ — § 1,707 $ 200
Fiscal 2012 grant.......ooueiueneinnennenenneennennenns 3,603 5,442 1,409
Fiscal 2013 grant.......ooueiuineineennenenneennennenns 849 440 —
Fiscal 2014 grant........ouevuenenneennenenneennennenns 1,006 — —

Previously Granted Deferred Stock Units. Awards under our deferred stock unit plan for non-employee
directors are accounted for as liability-based awards because upon exercise these awards will be paid in cash.
Compensation expense is initially measured and recognized based on the market price of our common stock on
the grant date. The liability is re-measured and adjusted at the end of each reporting period until paid. For
purposes of dividends and for measuring the liability, each deferred stock unit is the equivalent of one common
share. As of April 26, 2014, we had 0.1 million deferred stock units outstanding. Expense relating to the
deferred stock units recorded in selling, general and administrative expense was $0.8 million, $0.3 million, and
$0.4 million during fiscal 2014, fiscal 2013, and fiscal 2012, respectively. The liability related to these awards
was $3.0 million and $2.2 million at April 26, 2014, and April 27, 2013, respectively, and is included as a
component of other long-term liabilities on our consolidated balance sheet.

Note 17: Accumulated Other Comprehensive Loss

The activity in accumulated other comprehensive loss for the fiscal years ended April 26, 2014, and April 27,
2013, were as follows:

Change in  Net pension

Unrealized fair value amortization ~Accumulated
gain on of cash and net other
marketable Translation flow actuarial ~ comprehensive
(Amounts in thousands) securities  adjustment hedge loss loss
Balance at April 28,2012 .....coviviiiii i, $ 3,017 $ 4,029 $ — $(38,327)$  (31,281)
Changes before reclassifications .................... 651 750 373 (7,645) (5,871)
Amounts reclassified from accumulated other
comprehensive 10SS .. .ovvvivi i (3,170) — — 3,140 (30)
Tax effect. . .ve e e (24) — (142) 1,852 1,686
Other comprehensive income (loss) attributable to
La-Z-Boy Incorporated .........ccovvvuenieninnn., (2,543) 750 231 (2,653) (4,215)
Balance at April 27,2013 .. ...oiiiiiiii i 474 4,779 231 (40,980) (35,496)
Changes before reclassifications .................... 1,308  (2,324) (780) 6,286 4,490
Amounts reclassified from accumulated other
comprehensive [0Ss .......oeiiiiiiiiiiiiiia.., (300) — 321 3,566 3,587
Tax effect. ..o e e (384) — 175 (3,752) (3,961)
Other comprehensive income (loss) attributable to
La-Z-Boy Incorporated.............cooviininn.., 624  (2,324) (284) 6,100 4,116
Balance at April 26,2014 .........coiiiiiiiiiin.., $ 1,098 % 24553 (53)$ (34,880)$ (31,380)
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The unrealized gain on marketable securities was reclassified from accumulated other comprehensive loss to net
income through other income (expense) in our consolidated statement of income, and the change in fair value of
cash flow hedge and the net pension amortization were reclassified to net income through selling, general and
administrative expense.

The components of non-controlling interest at April 26, 2014, and April 27, 2013, were as follows:

(Amounts in thousands) 4/26/2014 4/27/2013

Beginning balance. .. ......oueuiinininieiei it $ 7,140 $ 5911
Nt ICOMIE &ttt ettt ettt ettt eeeninniinnnns 1,324 793
Other comprehensive (income) [0SS .....oovvieeiiiiiii ... (730) 339
Change in non-controlling interest ............cooeiiiiiininan... 98 97

Ending balance. .. ...ovneneteeeie et $ 7,832 % 7,140

Note 18: Segment Information

Our reportable operating segments are the Upholstery segment, the Casegoods segment and the Retail segment.
During fiscal 2014, we sold our Bauhaus business unit and classified Lea Industries as held for sale. These
operating units are presented as discontinued operations and prior financial information was restated for the
change in composition of our Upholstery and Casegoods segments. Income statement information presented
below is restated accordingly.

Upholstery Segment. The Upholstery segment consists of two operating units, La-Z-Boy and England. This
segment manufactures or imports upholstered furniture. Upholstered furniture includes recliners and motion
furniture, sofas, loveseats, chairs, sectionals, modulars, ottomans and sleeper sofas. The Upholstery segment
sells directly to La-Z-Boy Furniture Galleries® stores, operators of Comfort Studios® locations, major dealers
and other independent retailers.

Casegoods Segment. The Casegoods segment consists of three brands: American Drew, Hammary, and Kincaid.
This segment sells imported or manufactured wood furniture to furniture retailers. Casegoods product includes
bedroom, dining room, entertainment centers, occasional pieces and some coordinated upholstered furniture.
The Casegoods segment sells to major dealers and other independent retailers.

Retail Segment. The Retail segment consists of 101 company-owned La-Z-Boy Furniture Galleries® stores in
12 primary markets. During the second quarter of fiscal 2014, we acquired three La-Z-Boy Furniture Galleries®
stores in the Las Vegas market that were previously independently owned and operated. During the third quarter
of fiscal 2014 we acquired two La-Z-Boy Furniture Galleries® stores in northeast Ohio that were previously
independently owned and operated. The Retail segment sells upholstered furniture, in addition to some
casegoods and other accessories, to the end consumer through the retail network.

Restructuring. During the fourth quarter of fiscal 2014, we committed to a restructuring of our casegoods
business to transition to an all-import model for our wood furniture, and recorded a restructuring charge of $4.8
million in continuing operations, primarily related to fixed asset and inventory write-downs. During fiscal 2013,
we recorded a restructuring charge of $2.6 million in continuing operations, mainly related to fixed asset and
inventory write-downs related to the closure of our lumber processing operation in our Casegoods segment. See
Note 3 for further details of this restructuring. We do not include restructuring costs in the results of our
reportable segments.

We have no customer that individually represents more than 3% of our consolidated or Upholstery segment’s
sales or more than 5% of our Casegoods segment’s sales in fiscal 2014.

The accounting policies of the operating segments are the same as those described in Note 1. We account for
intersegment revenue transactions between our segments consistent with independent third party transactions,
that is, at current market prices. As a result, the manufacturing profit related to sales to our Retail segment is
included within the appropriate Upholstery or Casegoods segment. Operating income realized on intersegment
revenue transactions is therefore generally consistent with the operating income realized on our revenue from
independent third party transactions. Segment operating income is based on profit or loss from operations
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before interest expense, interest income, income from continued dumping and subsidy offset act, other income
(expense) and income taxes. Identifiable assets are cash and equivalents, notes and accounts receivable, net
inventories, net property, plant and equipment, goodwill and other intangible assets. Our unallocated assets
include deferred income taxes, corporate assets (including a portion of cash and equivalents), business held for
sale, and various other assets. Sales are attributed to countries on the basis of the customer’s location.

(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
Sales
Upholstery segment:
Sales to external CUSTOMETS .. v ettt te e e e e eanennes $ 959,118 $ 902,454 $ 834,468
Intersegment sales .........oouiiiii i 139,932 127,311 103,592
Upholstery segment sales. ........coueeeniniiiininnineneennnn. 1,099,050 1,029,765 938,060
Casegoods segment:
Sales to external CUStOMErS . vvvveeie i 97,095 104,387 105,551
Intersegment sales .........ooueiiiiii i 9,657 8,140 6,106
Casegoods segment Sales. . ......vueeineininen e 106,752 112,527 111,657
Retail segment sales ........coouiiniiiiiiiii it 298,642 264,723 215,490
VIEs, net of intercompany sales eliminations. ...................... — — 8,840
Corporate and Other ..ottt 2,463 2,313 2,356
ElMinations .. ...ueneetii it eit et et eeieeanneananns (149,589)  (135,451)  (109,698)
Consolidated SALES v v vttt ettt e $1,357,318 $1,273,877 $1,166,705
Operating Income (Loss)
UphOIStery SEZMENt. . .o v ettt ettt ee e eieieeaiananannns $ 117,688 $§ 95571 $ 81,015
Casegoods SEZMENL . . ...ttt eee i e e eneaneennenns 3,397 3,703 5,396
Retail segment . ......coueiniieii e 11,128 4,099 (7,819)
VIS ottt et e i i — — 959
REStUCTUIING. « v vttt ettt e e ettt e e i i enennenns (4,839) (2,631) (281)
Corporate and Other .......ooiiuii it e et (38,078) (33,139) (30,573)
Consolidated operating inCome. . .....ovvveereienreiennenennnnnns $ 89296 $ 67,603 $§ 48,697
Depreciation and Amortization
UphOIStery SEMENt. . .o v et te e ee e eie e eeeaeeeaeeeaeannns $ 13,778 § 14275 § 12,519
Casegoods SEZMENL . . ...ttt et ei i eeneaneaneennenns 1,171 1,338 1,575
Retail segment .......couiiniiitii e 2,520 2,676 2,832
VIS ettt e e i — — 149
Corporate and Other .......oovitiiiii i e eaens 5,566 4,674 6,234
Consolidated depreciation and amortization ...................... $ 23,035 $ 22963 $ 23,309
Capital Expenditures
UphOIStery SEMENt. ..o v v e e et ee e e e eeeeeaeeeaenannenn $ 6579 § 9857 § 7,261
Casegoods SEZMENL . ... .uen ettt et enienneaneaneennenns 149 1,058 897
Retail segment .......couiiniiii e 4,379 4251 1,848
VIS ettt e e e e i — — 543
Corporate and Other .......ooiitiiiii i iei et 22,623 10,218 4,969
Consolidated capital expenditures .........c..ovveereienreennnnnn $ 33,730 $§ 25384 $ 15,518
Assets
UphOIStery SEZMENt. . .o v v e e et ee e eie e eeeaeeeaeeeneenannenn $ 305814 § 296,108 § 303,537
Casegoods SEZMENL . .. ...ttt et enieneaneeneennenns 53,299 70,147 73,888
Retail segment . ......couiiniiiii e 119,816 73,496 49,818
Unallocated aSSEtS .. vvvvn et eee e, 292,366 280,620 258,496
Consolidated aSSELS .. v vvvtn ettt ettt e $ 771295 $ 720,371 $ 685,739
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(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
Long-Lived Assets by Geographic Location

DOMESTIC vt vttt et et ettt ettt et ettt e e e eieeneeaneanens $ 147,538 $ 133,208 $ 114,979
International ..........ooiiuriieiiiiiiiiit it 6,805 8,168 8,345
Consolidated long-lived assets .........ovevriiinriiinnnnenennns $ 154,343 § 141,376 $ 123,324

Sales by Country

United StateS . o v ettt it i e e et i e 86% 86% 86%
[0 - - 8% 9% 9%
(05T PP 6% 5% 5%
8] 100% 100% 100%

Note 19: Income Taxes

Income before income taxes for continuing operations consists of the following (for the fiscal years ended):

(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012

United States .. ..vntiii i e § 82,705 $ 63,193 § 52,631

FOreign. .ottt e 8,854 7,492 6,319
Total e e § 91,559 $ 70,685 $ 58,950

Income tax expense (benefit) applicable to continuing operations consists of the following components (for the
fiscal years ended):

(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
Federal:
B 51018 1<) 1 PP $ 24695 § 17,049 $ 11,830
—deferred. .. ..o e 1,495 1,341 (38,597)
State:
5115 (=) 1 5,345 2,746 3,446
—deferred. ..o e (2,082) 464 (1,864)
Foreign:
11 16 4= 11 SR AR 1,375 739 2,040
—deferred. .o e e e 555 1,181 (1,907)
Total income tax expense (benefit) ..........oovviiiiiiieninan.... $ 31,383 § 23,520 $§ (25,052)

Our effective tax rate differs from the U.S. federal income tax rate for the following reasons:

(% of pre-tax income) 4/26/2014 4/27/2013 4/28/2012
NP0 110 ¥ DG v 17 PPN 35.0% 35.0% 35.0%
Increase (reduction) in income taxes resulting from:
State income taxes, net of federal benefit .......................... 3.1 3.0 5.0
U.S. manufacturing benefit. ..., (1.0) (2.0) (2.3)
Change in valuation allowance. ............cooueiiiiiininnennenn. (1.2) (0.3) (78.3)
Gain on sale of marketable securities...........c.oovieiieiiiennen.. — (1.6) —
Miscellaneous IteMS . v v vttt eit e it eii e ennneannns (1.6) (0.8) (1.9)
Effective tax rate .. .ovue ittt 34.3% 33.3% (42.5%)

For our Asian operating units, we continue to permanently reinvest the earnings and consequently do not record
a deferred tax liability relative to the undistributed earnings. We have reinvested approximately $8.5 million of
the earnings. The potential deferred tax attributable to these earnings would be approximately $2.1 million.
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The primary components of our deferred tax assets and (liabilities) were as follows:

(Amounts in thousands) 4/26/2014 4/27/2013
Assets
Deferred and other COMPeNnSation ... ....uvvuert et ennrne it nenenneennennenns $ 19,774 $ 19,510
Allowance for doubtful aCCOUNTS ... ...t t ittt ittt eennns 5,456 9,567
State income tax — net operating losses, credits and other .......................... 6,440 6,542
S 4TS5 o o VARt 2,097 4,632
WarTanty . e e 6,247 5,937
2SS 1 4,824 4,697
Workers’ COmMPeNSation. . ...ttt ettt ee e e i 4,068 3,804
Foreign net operating 0SS . ..o vvvueviten ettt et i ei i n et — 759
(.11 1 T3 6,598 5,128
Valuation alloWanCe. . .....vuu ettt r it a et (4,700) (6,619)
Total deferred taX @SSELS. .. v vttt ettt ettt ettt et eeiieeees 50,804 53,957
Liabilities
Property, plant and equipment. .......ooueruint it e i (3,337) (2,745)
Net deferred taX @SSELS .. v vttt ettt ettt ettt e et $ 47467 $ 51,212

The deferred tax assets associated with loss carry forwards and the related expiration dates are as follows:

(Amounts in thousands) Amount Expiration
Various U.S. state net operating losses (excluding federal tax effect)... $ 9,215 Fiscal 2015 —2033
Foreign capital 10SSeS. .. ..vvueninii it 20 Indefinite

We evaluate our deferred taxes to determine if a valuation allowance is required. Accounting standards require
that we assess whether a valuation allowance should be established based on the consideration of all available
evidence using a “more likely than not” standard with significant weight being given to evidence that can be
objectively verified.

During fiscal 2012 we concluded that certain valuation allowances totaling $46.2 million associated with certain
U.S. federal, state and Canadian deferred tax assets should be reversed because we believed that it had become
more likely than not that the value of those deferred tax assets would be realized. The reduction in the valuation
allowance was primarily the result of the following factors at the point we reduced the allowance: (i) our
cumulative three-year pre-tax income position, (ii) our most recent operating results, which had exceeded both
our operating plan and prior year results, and (iii) our then-current forecasts, all of which caused us to temper
our concerns at that time regarding the economic environment.

The evaluation of the amount of net deferred tax assets expected to be realized necessarily involves forecasting
the amount of taxable income that will be generated in future years. We have forecasted future results using
estimates management believes to be reasonable, which are based on objective evidence such as expected trends
resulting from certain leading economic indicators. Based upon our net deferred tax asset position at April 26,
2014, we estimate that about $122 million of future taxable income would need to be generated to fully recover
our net deferred tax assets. The realization of deferred income tax assets is dependent on future events. Actual
results inevitably will vary from management’s forecasts. Such variances could result in adjustments to the
valuation allowance on deferred tax assets in future periods, and such adjustments could be material to the
financial statements.
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During fiscal 2014, we recorded a $1.9 million decrease in our valuation allowance for deferred tax assets that
are now considered more likely than not to be realized. This determination was primarily the result of our
assessment of our cumulative pre-tax income in certain jurisdictions. A summary of the valuation allowance by
jurisdiction is as follows:

Jurisdiction 4/27/2013 4/26/2014

Valuation Valuation

(Amounts in thousands) Allowance Change Allowance
L0 T 1 PP 6,464 (1,784) 4,680
Q) (<)< 1 A 155 (135) 20
0] 1 P $ 6,619 § (1,919) § 4,700

The remaining valuation allowance of $4.7 million primarily related to certain U.S. state and foreign deferred
tax assets. The U.S. state deferred taxes are primarily related to state net operating losses.

As of April 26, 2014, we had a gross unrecognized tax benefit of $3.0 million related to uncertain tax positions
in various jurisdictions. A reconciliation of the beginning and ending balance of these unrecognized tax benefits
is as follows:

(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
Balance at the beginning of the period ............cooviiiiiiiiiin... $§ 3248 $§ 3909 § 4,492
Additions:
Positions taken during the current year .........c..ccvveviiinnennenn. 88 338 147
Positions taken during the prioryear .............oooiiiiin... — — —
Reductions:
Positions taken during the current year ..............c.oooiiin.... — — —
Positions taken during the prioryear ...........c.ocvieiieiieennen.. (99) (28) (202)
Decreases related to settlements with taxing authorities ............. (98) — (166)
Reductions resulting from the lapse of the statute of limitations...... (167) (971) (362)
Balance at the end of the period ..........coviiiiiiiiiiiiaan., $ 2,972 $ 3248 % 3,909

We recognize interest and penalties associated with uncertain tax positions in income tax expense. Accrued interest
and penalties decreased by $0.1 million during fiscal 2014. We had approximately $0.3 million accrued for interest
and penalties as of April 26, 2014, and $0.4 million accrued for interest and penalties as of April 27, 2013.

If recognized, $0.6 million of the total $3.0 million of unrecognized tax benefits would decrease our effective
tax rate. We do not expect any adjustments within the next 12 months. The remaining balance will be settled or
released as tax audits are effectively settled, statutes of limitation expire or other new information becomes
available.

Our U.S. federal income tax returns for fiscal years 2011 and subsequent are still subject to audit. Our fiscal
year 2012 U.S. federal tax return was recently selected for audit. In addition, we conduct business in various
states. The major states in which we conduct business are subject to audit for fiscal years 2010 and subsequent.
Our businesses in Canada and Thailand are subject to audit for fiscal years 2004 and subsequent, and in Mexico,
calendar years 2008 and subsequent.

Cash paid for taxes (net of refunds received) during the fiscal years ended April 26, 2014, April 27, 2013, and
April 28, 2012, were $25.0 million, $20.5 million and $15.2 million, respectively.

Note 20: Earnings per Share
Certain share-based payment awards that entitle their holders to receive non-forfeitable dividends prior to
vesting are considered participating securities. We grant restricted stock awards that contain non-forfeitable

rights to dividends on unvested shares; as participating securities, the unvested shares are required to be
included in the calculation of our basic earnings per common share, using the two-class method.
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A reconciliation of the numerators and denominators used in the computations of basic and diluted earnings per
share were as follows:

Year Ended
(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
Numerator (basic and diluted):
Net income attributable to La-Z-Boy Incorporated.................. $ 55056 $ 46,389 $ 87,966
Income allocated to participating SECUIities .. ..vvueveenrenrennennn (422) (639) (1,650)
Net income available to common shareholders.................... $ 54634 $ 45750 $ 86,316
Year Ended
(Amounts in thousands) 4/26/2014 4/27/2013 4/28/2012
Denominator:
Basic weighted average common shares outstanding................ 52,386 52,351 51,944
Add:
Contingent common Shares . ........ooeeeueeneennenenneeneennenns 1,049 812
Stock option dilution. . .....ovueri it e 394 522 534
Diluted weighted average common shares outstanding ............ 53,829 53,685 52,478

Contingent common shares reflect the dilutive effect of common shares that would be issued under the terms of
performance-based share grants made to employees, assuming the reporting period was the performance period.

We had outstanding options to purchase 0.2 million and 0.4 million shares for the years ended April 27, 2013,
and April 28, 2012, respectively, with a weighted average exercise price of $20.74 and $19.97, respectively. We
excluded the effect of these options from the diluted share calculation since, for each period presented, the
weighted average exercise price of the options was higher than the average market price, and including the
options’ effect would have been anti-dilutive. There were no outstanding options to purchase shares that were
excluded from the diluted share calculation because their effect would have been anti-dilutive for the fiscal year
ended April 26, 2014.

Note 21: Fair Value Measurements

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

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

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

e Level 3 — Financial assets and liabilities whose values are based on prices or valuation techniques that
require inputs that are both unobservable and significant to the overall fair value measurement.

Accounting standards require the use of observable market data, when available, in making fair value
measurements. When inputs used to measure fair value fall within different levels of the hierarchy, the level within
which the fair value measurement is categorized is based on the lowest level input that is significant to the fair
value measurement. Transfers between levels are recognized at the end of the reporting period in which they occur.

In addition to assets and liabilities that are recorded at fair value on a recurring basis, we are required to record
assets and liabilities at fair value on a non-recurring basis. Non-financial assets such as trade names, goodwill,
and other long-lived assets are measured at fair value when there is an indicator of impairment and recorded at
fair value only when an impairment loss is recognized. During fiscal 2014 and fiscal 2013 we recorded trade
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names at fair value based upon the relief from royalty method. During the third quarter of fiscal 2014 we
recorded the value of the assets of our Bauhaus business unit at fair value. See Note 4 for further discussion.

The following table presents the fair value hierarchy for those assets measured at fair value on a recurring basis
as of April 26, 2014, and April 27, 2013:

Fiscal 2014 Fair Value Measurements
(Amounts in thousands) Level 1 (a) Level 2 (a) Level 3
Assets
Available-for-sale securities ..........ovvvuiinrinnenn... $ 1,521 $§ 57,630 $ —
Trading SeCUIIties. .« v vvvt e e e nenieeneennennens — 1,787 —
] 1 $ 1,521 § 59417 § —

(a) There were no transfers between Level 1 and Level 2 during fiscal 2014.

Fiscal 2013 Fair Value Measurements
(Amounts in thousands) Level 1 (b) Level 2 (b) Level 3
Assets
Available-for-sale securities .........oouviniinrennennn.. $ 1,217 $ 38,747 § —
Trading SECUITties. . v v vttt e e et e enieeneennennens — 1,126 —
TOtal. ettt e e $ 1,217 $§ 39873 §$ —

(b) There were no transfers between Level 1 and Level 2 during fiscal 2013.

At April 26, 2014, we held available-for-sale marketable securities intended to enhance returns on our cash and
to fund future obligations of our non-qualified defined benefit retirement plan, as well as trading securities to
fund future obligations of our executive deferred compensation plan. At April 27, 2013, we held available-for-
sale marketable securities intended to enhance returns on our cash and to fund future obligations of our non-
qualified defined benefit retirement plan, as well as trading securities to fund future obligations of our executive
deferred compensation plan. The fair value measurements for our securities are based upon quoted prices in
active markets, as well as through broker quotes and independent valuation providers, multiplied by the number
of shares owned exclusive of any transaction costs.

Note 22: Income from Continued Dumping and Subsidy Offset Act

The Continued Dumping and Subsidy Offset Act of 2000 (“CDSOA”) provides for distribution of duties
collected by U.S. Customs and Border Protection from antidumping cases to domestic producers that supported
the antidumping petition. We received $11.1 million related to continuing operations and $6.9 million related to
discontinued operations during fiscal 2012 in CDSOA distributions related to the antidumping order on wooden
bedroom furniture from China. Certain domestic producers who did not support the antidumping petition
(“Non-Supporting Producers”) filed actions in the U.S. Court of International Trade challenging the CDSOA’s
“support requirement” and seeking a share of the distributions. As a result, Customs withheld a portion of those
distributions pending resolution of the Non-Supporting Producers’ actions. Between October 2011 and February
2012, the Court of International Trade entered judgments against the Non-Supporting Producers and dismissed
their actions. On January 1, 2012, Customs announced that it would distribute the withheld distributions. The
Non-Supporting Producers then filed motions in the Court of International Trade and, later, in the U.S. Court of
Appeals for the Federal Circuit to enjoin such distributions pending their appeal of the Court of International
Trade’s judgments. On March 5, 2012, the Federal Circuit denied the Non-Supporting Producers’ motions for
injunction “without prejudicing the ultimate disposition of these cases.” In November 2012, Customs
determined to withhold CDSOA distributions pending resolution of the Federal Circuit appeals. As a result, we
did not receive any CDSOA distributions in fiscal 2013 or fiscal 2014. On August 19, 2013, a panel of the
Federal Circuit affirmed dismissal of the actions of two of the Non-Supporting Producers, and the full Federal
Circuit subsequently denied those Non-Supporting Producers’ request for rehearing. On May 2, 2014, these
Non-Supporting Producers filed a petition for writ of certiorari, seeking review by the United States Supreme
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Court. A motion to affirm dismissal of the action brought by a third Non-Supporting Producer is pending in the
Federal Circuit. In view of the uncertainties associated with this program, we are unable to predict the amounts,
if any, we may receive in the future under the CDSOA. Also, if the United States Supreme Court were to
reverse the judgments of the Federal Circuit and determine that the Non-Supporting Producers are entitled to
CDSOA distributions, it is possible that Customs might seek to have us return all or a portion of our company’s
share of the distributions. Based on what we know today, we do not expect this to occur. The $11.1 million and
$6.9 million we received in fiscal 2012 related to continuing operations and discontinued operations,
respectively, included $10.0 million and $6.3 million, respectively, of previously withheld distributions
received in the fourth quarter of fiscal 2012.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE.
None.

ITEM 9A. CONTROLS AND PROCEDURES.

Disclosure Controls and Procedures. As of the end of the period covered by this report, we carried out an
evaluation, under the supervision and with the participation of our management, including our Chief Executive
Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls
and procedures, as such term is defined in Rule 13a-15(e) of the Exchange Act. Based upon that evaluation, our
Chief Executive Officer and Chief Financial Officer concluded that such disclosure controls and procedures are
effective to ensure that information required to be disclosed in our periodic reports filed under the Exchange
Act is recorded, processed, summarized and reported within the time periods specified by the Securities and
Exchange Commission's rules and forms and is accumulated and communicated to our management, including
our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding
required disclosure.

Management’s Annual Report on Internal Control over Financial Reporting. Our management's report on
internal control over financial reporting is included in Item 8 of this report.

Attestation Report of the Registered Public Accounting Firm. Our registered public accounting firm’s
attestation report on our internal control over financial reporting is included in Item 8 of this report.

Changes in Internal Control over Financial Reporting. We are implementing an enterprise resource planning
(“ERP”) system in our largest operating unit. The implementation is expected to occur in phases over the next
two years. The implementation of an ERP system will affect the processes that constitute our internal control
over financial reporting and will require testing for effectiveness as the implementation progresses. There were
no changes in our internal controls over financial reporting during our fourth quarter of fiscal 2014 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

ITEM 9B. OTHER INFORMATION.
None.
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PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS, AND CORPORATE GOVERNANCE.
We have adopted a Code of Business Conduct, which applies to all of our officers, directors, and employees. A
current copy of the code is posted at our website www.la-z-boy.com.

We provide some information about our executive officers in Part I of this report, under the heading “Executive
Officers of Registrant.” All other information required to be reported under this item will be included in our
proxy statement for our 2014 annual meeting, and all of that information is incorporated in this item by
reference.

ITEM 11. EXECUTIVE COMPENSATION.
All information required to be reported under this item will be included in our proxy statement for our 2014
annual meeting, and all of that information is incorporated in this item by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS.

The information required to be reported under Item 201(d) of Regulation S-K is contained in Item 5 of this
report. All other information required to be reported under this item will be included in our proxy statement for
our 2014 annual meeting, and all of that information is incorporated in this item by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE.

All information required to be reported under this item will be included in our proxy statement for our 2014
annual meeting, and all of that information is incorporated in this item by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.
All information required to be reported under this item will be included in our proxy statement for our 2014
annual meeting, and all of that information is incorporated in this item by reference.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES.

(a) The following documents are filed as part of this report:

(1) Financial Statements:

Management’s Report to Our Shareholders

Report of Independent Registered Public Accounting Firm

Consolidated Statement of Income for each of the three fiscal years ended April 26, 2014, April 27,
2013, and April 28, 2012

Consolidated Statement of Comprehensive Income for each of the three fiscal years ended April 26,
2014, April 27, 2013, and April 28, 2012

Consolidated Balance Sheet at April 26, 2014, and April 27, 2013

Consolidated Statement of Cash Flows for the fiscal years ended April 26, 2014, April 27, 2013, and
April 28, 2012

Consolidated Statement of Changes in Equity for the fiscal years ended April 26, 2014, April 27, 2013,
and April 28, 2012

Notes to Consolidated Financial Statements

(2) Financial Statement Schedules:

Report of Independent Registered Public Accounting Firm on Financial Statement Schedule
Schedule IT — Valuation and Qualifying Accounts for the fiscal years ended April 26, 2014, April 27,
2013, and April 28,2012

The Report of Independent Registered Public Accounting Firm and Schedule II immediately follow
this item.

All other schedules are omitted because they are not applicable or not required because the required
information is included in the financial statements or notes thereto.

Note: For all exhibits incorporated by reference, the SEC file number is 1-9656. Exhibits not incorporated by
reference are being filed or furnished with this report.

(3) Exhibits:

The following exhibits are filed or furnished as part of this report:

Exhibit

Number  Description

(2) Not applicable

3. La-Z-Boy Incorporated Restated Articles of Incorporation (Incorporated by reference to an exhibit
to Form 10-Q for the quarter ended October 26, 1996)

(3.2) La-Z-Boy Incorporated Amendment to Restated Articles of Incorporation effective August 21,
1998 (Incorporated by reference to an exhibit to Form 10-Q for the quarter ended October 27,
2012)

(3.3) La-Z-Boy Incorporated Amendment to Restated Articles of Incorporation effective August 22,
2008 (Incorporated by reference to an exhibit to Form 10-Q for the quarter ended October 27,
2012)

(3.4) La-Z-Boy Incorporated Amendment to Restated Articles of Incorporation effective August 24,
2012 (Incorporated by reference to an exhibit to Form 10-Q for the quarter ended October 27,
2012)

(3.5 La-Z-Boy Incorporated Amended and Restated Bylaws (as of May 3, 2011) (Incorporated by

reference to an exhibit to Form 8-K filed May 6, 2011)
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Exhibit

Number  Description

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

) Not applicable

(10.1)* La-Z-Boy Incorporated Restricted Stock Plan for Non-Employee Directors, amended and restated
through August 12, 2003 (Incorporated by reference to an exhibit to definitive proxy statement
dated July 9, 2003)

(10.2)* La-Z-Boy Incorporated Deferred Stock Unit Plan for Non-Employee Directors (Incorporated by
reference to an exhibit to Form 10-Q for the quarter ended October 25, 2008)

(10.3)* Form of Change in Control Agreement in effect for: Kurt L. Darrow. Similar agreements are in
effect for Steven M. Kincaid, Louis M. Riccio, Jr., Otis Sawyer and Mark S. Bacon, Sr., except the
provisions related to the periods for protection and benefits are twenty-four months (Incorporated
by reference to an exhibit to Form 10-K for the fiscal year ended April 24, 2010)

(10.4)* Form of Indemnification Agreement (covering all directors, including employee-directors)
(Incorporated by reference to an exhibit to Form 8-K, filed January 22, 2009)

(10.5)* 2005 La-Z-Boy Incorporated Executive Deferred Compensation Plan, amended and restated as of
November 18, 2008 (Incorporated by reference to an exhibit to Form 10-Q for the quarter ended
October 24, 2009)

(10.6)* La-Z-Boy Incorporated 2004 Long-Term Equity Award Plan as amended through June 13, 2008
(Incorporated by reference to an exhibit to Form 10-K for the fiscal year ended April 26, 2008)

(10.7)* First 2009 Amendment to La-Z-Boy Incorporated 2004 Long-Term Equity Award Plan effective
June 11, 2009 (Incorporated by reference to an exhibit to Form 10-K for the fiscal year ended April
25,2009)

(10.8)* Second 2009 Amendment to La-Z-Boy Incorporated 2004 Long-Term Equity Award Plan effective
June 15, 2009 (Incorporated by reference to an exhibit to Form 10-K for the fiscal year ended April
25,2009)

(10.9)* Sample award agreement under the 2004 Long-Term Equity Award Plan (Incorporated by reference
to an exhibit to Form 10-K for the fiscal year ended April 29, 2006)

(10.10)*  Amended and Restated La-Z-Boy Incorporated 2010 Omnibus Incentive Plan (Incorporated by
reference to Annex A to definitive proxy statement for annual meeting of shareholders held August
21,2013)

(10.11)*  La-Z-Boy Incorporated 2010 Omnibus Incentive Plan Sample Award Agreement (Incorporated by
reference to an exhibit to Form 10-Q for the quarter ended October 23, 2010)

(10.12)*  La-Z-Boy Incorporated 2010 Omnibus Incentive Plan Revised Sample Award Agreement effective
July 9, 2012 (Incorporated by reference to an exhibit to Form 8-K filed July 9, 2012)

(10.13)*  First 2010 Amendment to La-Z-Boy Incorporated 2004 Long-Term Equity Award Plan effective
June 11, 2010 (Incorporated by reference to an exhibit to Form 10-K for the fiscal year ended April
24,2010)

(10.14)*  La-Z-Boy Incorporated Severance Plan for Named Executive Officers (Incorporated by reference to
an exhibit to Form 10-K for the fiscal year ended April 24, 2010)

(10.15)*  La-Z-Boy Incorporated Performance Compensation Retirement Plan effective April 27, 2013
(Incorporated by reference to an exhibit to Form 10-K for the fiscal year ended April 27, 2013)

(10.16)* 2014 Amendment to La-Z-Boy Incorporated Performance Compensation Retirement Plan

(11 Statement regarding computation of per share earnings (See Note 20 to the Consolidated Financial
Statements included in Item 8)

(12) Not applicable

(13) Not applicable

(14) Not applicable

(16) Not applicable
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Exhibit

Number  Description

(18) Not applicable

2D List of subsidiaries of La-Z-Boy Incorporated

(22) Not applicable

(23) Consent of PricewaterhouseCoopers LLP (EDGAR filing only)
(24) Not applicable

(3L.1) Certifications of Chief Executive Officer pursuant to Rule 13a-14(a)
(31.2) Certifications of Chief Financial Officer pursuant to Rule 13a-14(a)
(32) Certifications pursuant to 18 U.S.C. Section 1350

(33) Not applicable

(34) Not applicable

(35 Not applicable

(95) Not applicable

(99) Not applicable

(100) Not applicable

(101.INS) XBRL Instance Document

(101.SCH) XBRL Taxonomy Extension Schema Document

(101.CAL) XBRL Taxonomy Extension Calculation Linkbase Document
(101.LAB) XBRL Taxonomy Extension Label Linkbase Document
(101.PRE) XBRL Taxonomy Extension Presentation Linkbase Document
(101.DEF) XBRL Taxonomy Extension Definition Linkbase Document

*

Indicates a management contract or compensatory plan or arrangement under which a director or
executive officer may receive benefits.
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Report of Independent Registered Public Accounting Firm on Financial Statement Schedule
To the Board of Directors and Shareholders of La-Z-Boy Incorporated:

Our audits of the consolidated financial statements and of the effectiveness of internal control over financial
reporting referred to in our report dated June 17, 2014 appearing in this Form 10-K also included an audit of the
financial statement schedule listed in Item 15(a)(2) of this Form 10-K. In our opinion, this financial statement
schedule presents fairly, in all material respects, the information set forth therein when read in conjunction with
the related consolidated financial statements.

/s/ PricewaterhouseCoopers LLP

Detroit, Michigan
June 17, 2014
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LA-Z-BOY INCORPORATED
SCHEDULE II VALUATION AND QUALIFYING ACCOUNTS
(Dollars in thousands)

Additions
Balanceat ~ Chargedto  Charged to
Beginning of  Costs and Other Balance at
Description Year Expenses Accounts Deductions End of Year

Allowance for doubtful accounts, deducted

from accounts receivable:

APl 26, 2014 ..o $ 21,607 $ (2,926)$ — 8 (6313)a)$ 12,368

April 27,2013, ..o 22,254 495 — (1,142)(a) 21,607

April 28,2012, ..o 23,435 3,508 — (4,689)(a) 22,254
Allowance for deferred tax assets:

April 26, 2014 ..o $ 66198 (1358 — 8 (1784)(b)S 4,700

APHL 27,2013 oo 8,258 131 (1,572)(c) (198)(b) 6,619

APl 28,2012, . oe e 52,613 160 1,687 (c)  (46,202)(d) 8,258

(a) Deductions represented uncollectible accounts written off less recoveries of accounts receivable written off
in prior years.

(b) Valuation allowance release.
(c) Represents impact of adjusting gross deferred tax assets.

(d) Represents utilization of loss carryovers.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this Form 10-K to be signed on its behalf by the undersigned, thereunto duly authorized.

DATE: June 17, 2014

LA-Z-BOY INCORPORATED

BY /s/Kurt L. Darrow

Chairman, President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below, as of
June 17, 2014, by the following persons on behalf of the Registrant and in the capacities indicated.

/s/K.L. Darrow /s/J.H. Foss
K.L. Darrow J.H. Foss
Chairman, President and Chief Executive Officer Director

/s/R.M. Gabrys

/s/J.L. Gurwitch

R.M. Gabrys J.L. Gurwitch
Director Director

/s/D.K. Hehl /s/E.J. Holman

D.K. Hehl E.J. Holman

Director Director

/s/J.E. Kerr /s/M.T. Lawton

J.E. Kerr M.T. Lawton
Director Director

/s/H.G. Levy /s/'W.A. McCollough
H.G. Levy W.A. McCollough
Director Director

/s/N.R. Qubein /s/L.M. Riccio, Jr.
N.R. Qubein L.M. Riccio, Jr.
Director Senior Vice President, Chief Financial Officer
/s/M.L. Mueller

M.L. Mueller

Vice President, Corporate Controller and Chief
Accounting Officer
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BOARD OF DIRECTORS

Kurt L. Darrow
Chairman, President and CEO, La-Z-Boy Incorporated
Director, CMS Energy Corp.

John H. Foss
Former Manufacturing Financial Executive
Director, United Bancorp, Inc.

Richard M. Gabrys

Lead Director, La-Z-Boy Incorporated

Former Vice Chairman, Deloitte & Touche LLP
Director, CMS Energy Corp.

Director, TriMas Corporation

Janet L. Gurwitch
Operating Partner, Castanea Partners, Inc.
Director, Drybar Holdings, LLC

David K. Hehl
Member, Cooley Hehl Wohlgamuth & Carlton, PLLC

Edwin J. Holman
Former CEQ, Macy’s Central, a division of Macy's Inc.

Janet E. Kerr

Professor Emeritus, Pepperdine University School of Law
Chief Strategy Officer, Exemplify, Inc.

Director, Tilly’s, Inc.

Director, TCW Strategic Income Fund, Inc.

Director, TCW Funds, Inc.

Michael T. Lawton
Executive VP and CFO, Domino’s Pizza, Inc.

CORPORATE AND OTHER EXECUTIVES

Kurt L. Darrow
Chairman, President and CEQ

Louis M. Riccio, Jr.
Senior VP and CFO

Mark S. Bacon, Sr.
Senior VP and President La-Z-Boy Branded Business

Steven M. Kincaid
Senior VP and President Casegoods
President, Kincaid Furniture Company, Inc.

Otis S. Sawyer
Senior VP and President Non-Branded Upholstery
President, England, Inc.

INVESTOR INFORMATION

Shareholder Services

Inquiries regarding the Dividend Reinvestment Plan,
dividend payments, stock transfer requirements, address
changes and account consolidations should be addressed to
the company’s stock transfer agent and registrar:

American Stock Transfer & Trust Company
6201 15th Avenue

Brooklyn, NY 11219

800-937-5449

www.amstock.com/main

Greg A. Brinks
VP and Treasurer

J. Douglas Collier
(MO and President International

Daniel F. Deland
clo

Daniel E. King
VP, Retail Division

James P. Klarr
Secretary and Corporate Counsel

Stock Exchange
La-Z-Boy Incorporated common shares are traded on the
New York Stock Exchange under the symbol LZB.

Corporate Headquarters
La-Z-Boy Incorporated
1284 North Telegraph Road
Monroe, MI 48162
734-242-1444
www.la-z-boy.com

H. George Levy, MD
Otorhinolaryngologist

W. Alan McCollough

Former Chairman and CEQ), Circuit City Stores, Inc.
Director, The Goodyear Tire & Rubber Company
Director, VF Corporation

Dr. Nido R. Qubein
President, High Point University
Director, BB&T Corporation

Margaret L. Mueller
VP Corporate Controller and Assistant Treasurer

Steven P. Rindskopf
Corporate VP Human Resources

R. Rand Tucker
VP and General Counsel
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1284 North Telegraph Road
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734-241-2438
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