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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

(Mark One)

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2006

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
for the transition period from to

Commission file number 1-7845

LEGGETT & PLATT, INCORPORATED

(Exact name of registrant as specified in its charter)

Missouri 44-0324630
(State or other jurisdiction of (LR.S. Employer Identification No.)
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No. 1 Leggett Road

Carthage, Missouri 64836
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Registrant s telephone number, including area code (417) 358-8131

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
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to such filing requirements for the past 90 days.
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CONSOLIDATED CONDENSED BALANCE SHEETS

(Amounts in millions)
CURRENT ASSETS

Cash and cash equivalents
Accounts and other receivables
Allowance for doubtful accounts
Inventories, net

Other current assets

Total current assets

NET PROPERTY, PLANT & EQUIPMENT
OTHER ASSETS

Goodwill

PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

LEGGETT & PLATT, INCORPORATED

(Unaudited)

Other intangibles, less accumulated amortization of $43.5 in 2006 and $31.3 in 2005

Sundry
Total other assets
TOTAL ASSETS

CURRENT LIABILITIES

Current maturities of long-term debt
Accounts payable

Accrued expenses

Other current liabilities

Total current liabilities

LONG-TERM DEBT

OTHER LIABILITIES

DEFERRED INCOME TAXES
COMMITMENTS AND CONTINGENCIES
SHAREHOLDERS EQUITY

Common stock

Additional contributed capital

Retained earnings

Accumulated other comprehensive income
Treasury stock

Total shareholders equity

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY

See accompanying notes to consolidated condensed financial statements.

September 30,

2006

94.1
968.3
(22.2)
806.9
100.6

1,947.7
962.5

1,144.7
168.4
90.7

1,403.8

4,314.0

51.0
287.8
296.1
127.1

762.0
1,048.7
88.7
67.9

2.0
486.2
2,231.6
90.5
(463.6)

2,346.7

4,314.0

December 31,
2005

$ 64.9
868.4
(20.8)
767.1
83.7

1,763.3
971.1

1,102.5
133.5
82.2

1,318.2

$ 40526

$ 98.6
254.2
279.3
105.9

738.0
921.6
84.6
59.4

2.0
464.4
2,093.1
66.3
(376.8)

2,249.0

$ 40526
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The December 31, 2005 consolidated condensed balance sheet data was derived from audited financial statements, but does not include all
disclosures required by accounting principles generally accepted in the United States of America.
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LEGGETT & PLATT, INCORPORATED

CONSOLIDATED CONDENSED STATEMENTS OF EARNINGS

(Amounts in millions, except per share data)
Net sales
Cost of goods sold

Gross profit
Selling and administrative expenses
Other expense, net

Earnings before interest and income taxes
Interest expense
Interest income

Earnings before income taxes
Income taxes

NET EARNINGS

Earnings Per Share

Basic

Diluted

Cash Dividends Declared
Per Share

Average Shares Outstanding
Basic

Diluted

(Unaudited)

Nine Months Ended
September 30,
2006 2005

$4,1949 $3,959.7

3,439.8 3,266.0
755.1 693.7
370.2 346.7

19.9 14.4
365.0 332.6
40.9 339

4.9 4.8
329.0 303.5
98.7 97.5

$ 2303 $ 206.0
$ 123 $ 1.06
$ 123 $ 1.06

$ S50 8 47

186.7
187.4

194.0
195.1

See accompanying notes to consolidated condensed financial statements.

Three Months Ended
September 30,
2006 2005
$1,4146 $1,3486

1,156.0 1,133.5
258.6 215.1
120.6 115.8

2 11.7

137.8 87.6
14.0 11.9

1.3 1.9

125.1 77.6
41.1 23.6

$ 84.0 54.0
$ 45 28
$ 45 28
$ 17 .16
185.6 193.0
186.3 193.8
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LEGGETT & PLATT, INCORPORATED
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(Unaudited)

(Amounts in millions)

OPERATING ACTIVITIES

Net Earnings

Adjustments to reconcile net earnings to net cash provided by operating activities
Depreciation

Amortization

Asset impairment

(Gain) from sales of assets

Deferred income tax benefit

Stock-based compensation

Other

Other changes, excluding effects from purchase of companies
(Increase) in accounts and other receivables

(Increase) in inventories

(Increase) decrease in other current assets

Increase in accounts payable

Increase in accrued expenses and other current liabilities

NET CASH PROVIDED BY OPERATING ACTIVITIES
INVESTING ACTIVITIES

Additions to property, plant and equipment

Purchases of companies, net of cash acquired

Proceeds from sales of assets

Other

NET CASH USED FOR INVESTING ACTIVITIES
FINANCING ACTIVITIES

Additions to debt

Payments on debt

Dividends paid

Issuances of common stock

Purchases of common stock

Other

NET CASH USED FOR FINANCING ACTIVITIES
EFFECT OF EXCHANGE RATE CHANGES ON CASH

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - January 1,

CASH AND CASH EQUIVALENTS - September 30,

See accompanying notes to consolidated condensed financial statements.

Nine Months Ended
September 30,
2006 2005
$ 230.3 $ 206.0
118.3 120.2
13.6 6.7
3.7 9.7
(8.9) 4.0)
(1.2) (14.2)
36.5 322
34 3.9
(86.5) (89.1)
(34.8) (53.2)
(15.7) 5.0
25.5 38.9
24.8 423
309.0 304.4
(125.8) (115.5)
(68.4) (57.1)
19.2 10.1
4.1 (2.6)
(170.9) (165.1)
172.0 221.8
(88.5) (386.2)
(90.1) (88.0)
7.2 8.9
(112.8) (132.0)
3
(111.9) (375.5)
3.0 (3.3)
29.2 (239.5)
64.9 491.3
$ 941 $ 251.8
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LEGGETT & PLATT, INCORPORATED
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(Unaudited)

(Dollar amounts in millions, except per share data)

1.  STATEMENT

The interim financial statements of the Company included herein have not been audited by an independent registered public accounting firm.
The statements include all adjustments, including normal recurring accruals, which management considers necessary for a fair presentation of
the financial position and operating results of the Company for the periods presented. The statements have been prepared by the Company
pursuant to the rules and regulations of the Securities and Exchange Commission. Accordingly, certain information and footnote disclosures
normally included in financial statements prepared in conformity with generally accepted accounting principles have been condensed or omitted
pursuant to such rules and regulations. The operating results for interim periods are not necessarily indicative of results to be expected for an
entire year.

For further information, refer to the financial statements of the Company and footnotes thereto included in the annual report on Form 10-K of the
Company for the year ended December 31, 2005.

2. NEW ACCOUNTING STANDARDS

In February 2006, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 155, Accounting for
Certain Hybrid Financial Instruments (SFAS No. 155). SFAS 155 establishes, among other things, the accounting for certain derivatives
embedded in other financial instruments. This statement permits fair value remeasurement for any hybrid financial instrument containing an
embedded derivative that would otherwise require bifurcation. It also requires that beneficial interests in securitized financial assets be
accounted for in accordance with SFAS No. 133. SFAS 155 is effective for fiscal years beginning after September 15, 2006, and is not expected
to have a material impact on the Company s financial reporting and disclosures.

In June 2006, the Financial Accounting Standards Board issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes (FIN 48).
This interpretation modified the accounting for uncertainty in income taxes recognized in accordance with FASB Statement No. 109,

Accounting for Income Taxes (SFAS No. 109). Specifically, FIN 48 changes the application of SFAS No. 109 by establishing criteria that an
individual tax position must meet for any part of the benefit of that position to be recognized in an enterprise s financial statements. Additionally,
FIN 48 provides new rules for measurement, derecognition, classification, interest and penalties, accounting in interim periods of income taxes,
as well as disclosure and transition. This interpretation is effective for fiscal years beginning after December 15, 2006. The Company is still in
the process of analyzing the impact of FIN 48, however we do not believe that the adoption of FIN 48 will have a material impact on the
Company s financial statements.

In September 2006, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 157, Fair Value
Measurements (SFAS 157). SFAS 157 provides guidance for using fair value to measure assets and liabilities and requires additional disclosure
about the use of fair value measures, the information used to measure fair value, and the effect fair-value measurements have on earnings. The
primary areas in which the Company utilizes fair value measures are valuing pension plan assets and liabilities, valuing hedge-related derivative
financial instruments, allocating purchase price to the assets and liabilities of acquired companies, and evaluating long-term assets for potential
impairment. SFAS 157 does not require any new fair value measurements. SFAS 157 is effective for the Company beginning January 1, 2008.
The adoption of SFAS 157 is not expected to have a material impact on the Company s financial statements.
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LEGGETT & PLATT, INCORPORATED
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS - CONTINUED

(Unaudited)

2. NEW ACCOUNTING STANDARDS (continued)

In September 2006, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 158, Employers
Accounting for Defined Benefit Pension and Other Postretirement Plans (SFAS 158). SFAS 158 will require the Company to recognize the
funded status of each of its defined benefit postretirement plans as an asset or liability on the balance sheet and to recognize in other
comprehensive income any change in funded status that occurred during the year and was not reflected in net income (the recognition
provisions). SFAS 158 does not change how pensions and other postretirement benefits plans are accounted for and reported in the income
statement. The recognition provisions of SFAS 158 are effective for the Company beginning with its December 31, 2006 balance sheet. SFAS
158 will also require the Company to measure the funded status of its plans as of year end beginning with its December 31, 2008 balance sheet.
The Company currently uses September 30 as the measurement date for most of its plans.

Based on the funded status of the Company s plans as of their 2005 measurement dates, the impact of adopting SFAS 158 would be as follows:

Increase
(Decrease)
Other Long-Term Assets $ (28)
Other Long-Term Liabilities 11
Long-Term Deferred Income Taxes (15)
Accumulated Other Comprehensive Income 24)

The actual impact will depend on changes from last year in the plans fair values of assets and the accumulated benefit obligations as of their
respective 2006 measurement dates.

In September 2006, the Securities and Exchange Commission issued Staff Accounting Bulletin No. 108 Considering the Effects of Prior Year
Misstatements when Quantifying Misstatements in Current Year Financial Statements (SAB 108) which expresses the staff s views regarding
quantifying the effects of financial statement errors. Currently, the two methods most commonly used to quantify misstatements are the rollover
method (which focuses primarily on the impact of misstatements on the current period income statement) and the iron curtain method (which
focuses primarily on the cumulative effect of misstatements on the balance sheet). SAB 108 requires companies to consider both the rollover and
iron curtain methods (a dual approach) when evaluating the materiality of financial statement errors. SAB 108 is effective for the Company
beginning with its December 31, 2006 annual financial statements. The adoption of SAB 108 is not expected to have a material impact on the
Company s financial statements.
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LEGGETT & PLATT, INCORPORATED

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS - CONTINUED

(Unaudited)

3. INVENTORIES

Inventories, about 50% of which are valued using the Last-In, First-Out (LIFO) cost method and the remainder using the First-In, First-Out

(FIFO) cost method, are comprised of the following:

September 30,
2006
At FIFO cost
Finished goods $ 396.7
Work in process 107.2
Raw materials and supplies 370.7
874.6
LIFO reserve (67.7)
$ 806.9

December 31,
2005
$ 391.2

97.7
341.9

830.8
(63.7)

$ 767.1

The Company calculates its LIFO reserve (the excess of FIFO cost over LIFO cost) on an annual basis. During interim periods, the Company
estimates the current year annual change in the LIFO reserve (i.e., the annual LIFO expense or income) and allocates that change proportionally
to the four quarters. The interim estimate of the annual LIFO reserve change can vary significantly quarter-to-quarter, and from the actual
amount for the year, due to price changes experienced in subsequent periods and to actual inventory levels at year-end being different than

estimated levels.

4. PROPERTY, PLANT & EQUIPMENT
Property, plant and equipment is comprised of the following:

September 30,
2006
Property, plant and equipment, at cost $ 2,322.4
Less accumulated depreciation (1,359.9)
$ 962.5

December 31,
2005

$ 2,280.7
(1,309.6)

$ 971.1
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LEGGETT & PLATT, INCORPORATED

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS - CONTINUED

5. COMPREHENSIVE INCOME

The following table recaps Comprehensive Income/(Loss) for the periods presented and the composition of Accumulated Other Comprehensive

Income as recorded in the Consolidated Condensed Balance Sheets for the periods presented.

Foreign currency translation adjustments
Fair market value of natural gas hedges
Minimum pension liability adjustments

Net earnings

Comprehensive income

Foreign currency translation adjustments
Fair market value of natural gas hedges
Minimum pension liability adjustments

Net earnings

Comprehensive income

Comprehensive
Income/(Loss)
For the

Nine Months Ended

Sept. 30,
Sept. 30,
2006 2005
$ 295 $ .7
(5.1) 5.5
(:2) 1

$ 242 $ @1
230.3 206.0

$254.5 $ 201.9

Comprehensive
Income/(Loss)
For the
Three Months Ended

Sept. 30,
Sept. 30,
2006 2005
$ 32 $ 139
(L.7) 5.5

$ 15 $ 194
84.0 54.0

$ 855 $ 734

Accumulated Other

Comprehensive Income

At
At
December 31,
Sept. 30,
2006 2005
$100.8 $ 71.3
(1.6) 3.5
(8.7) (8.5)

$ 90.5 $ 66.3

Accumulated Other

Comprehensive Income

At At June 30,
Sept. 30,
2006 2006
$100.8 $ 97.6
(1.6) .1
(8.7) 8.7)

$ 90.5 $ 89.0

10
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LEGGETT & PLATT, INCORPORATED

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS - CONTINUED

(Unaudited)
6. EARNINGS PER SHARE
Basic and diluted earnings per share were calculated as follows:
Nine Months Ended Three Months Ended
September 30, September 30,
2006 2005 2006 2005

Basic
Weighted average shares outstanding, including shares issuable for little or no cash 186.7 194.0 185.6 193.0
Net earnings $ 2303 $206.0 $ 840 $ 54.0
Earnings per share - basic $ 123 $ 106 $ 45 $ 28
Diluted
Weighted average shares outstanding, including shares issuable for little or no cash 186.7 194.0 185.6 193.0
Additional dilutive shares principally from the assumed exercise of outstanding stock options Vi 1.1 i 8

187.4 195.1 186.3 193.8
Net earnings $ 2303 $206.0 $ 840 $ 54.0
Earnings per share - diluted $ 123 $ 106 $ 45 $ 28

Of the total 13.0 million shares issuable under employee and non-employee stock options as of September 30, 2006, 3.7 million were excluded
from the calculation of diluted earnings per share as their inclusion would have been anti-dilutive. As of September 30, 2005, 1.4 million of the
11.8 million option shares then issuable were similarly excluded.

7.  CONTINGENCIES

The Company is involved in various legal proceedings including matters which involve claims against the Company under employment,
intellectual property, environmental and other laws. When it appears probable in management s judgment that the Company will incur monetary
damages or other costs in connection with claims and proceedings, and the costs can be reasonably estimated, appropriate liabilities are recorded
in the financial statements and charges are made against earnings. No claim or proceeding has resulted in a material charge against earnings, nor
are the total liabilities recorded material to the Company s financial position for any of the periods presented. While the results of any ultimate
resolution cannot be predicted with certainty, management believes the possibility of a material adverse effect on the Company s consolidated
financial position, results of operations and cash flows from claims and proceedings is remote.

11
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LEGGETT & PLATT, INCORPORATED
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS - CONTINUED

(Unaudited)

7. CONTINGENCIES (continued)

Countervailing and Anti-Dumping Duties

In April 2001, the Coalition for Fair Lumber Imports filed two petitions with the U.S. Department of Commerce (Commerce) and the
International Trade Commission (ITC), claiming that production of softwood lumber in Canada was being subsidized by Canada and that
imports from Canada were being dumped into the U.S. market (sold at less than fair value). As a result, beginning in May 2002, Commerce
began imposing countervailing duty (CVD) and anti-dumping (AD) tariffs on softwood lumber imported from Canada.

The CVD and AD tariff rates are determined by Commerce on an annual basis, with the actual final rate established at the end of each rate
period via an annual review process. Based upon the results of the first and second administrative reviews, the Company s combined duty rates
were finalized by Commerce at rates lower than the rates on which the Company had based its deposit payments. As such, in 2005 the Company
recorded $4.8 as a receivable and a partial reversal of the previously recorded expense representing the difference between the deposit rates and
final rates.

The final rate determinations of both the first and second administrative reviews were appealed to the Court of International Trade by both
Canadian and U.S. interests. In addition, the Canadian government and other Canadian companies appealed the ITC s 2002 injury determination
in a separate appeal under the North American Free Trade Agreement.

On April 27, 2006, the U.S. and Canada jointly announced that they had reached an agreement on the core terms of a potential accord which
would settle this dispute and on October 12, 2006, the Canada-United States Softwood Lumber Agreement (the Agreement ) officially entered
into force. As a result, Commerce retroactively revoked the AD and CVD orders without the possibility of reinstatement and ordered the U.S.
Customs Department to cease collecting cash duty deposits. The terms of the Agreement include the return of 81% of the duty deposits which
have been paid to date plus interest. Although the duties were imposed and collected by the United States, the scheduled refund of those duties
will be executed by the government of Canada where certain legislative details have yet to be fully completed. While we are reasonably
confident that we will receive the refunds contemplated by the Agreement, and the government of Canada has indicated it expects to disburse the
agreed upon refunds no later than December 2006, we intend to recognize the duty refund when the payment has been received or all of the
Agreement s technical and legislative requirements have been fully met. As of September 30, 2006, the Company has paid a total of $22.3 of
countervailing duty and anti-dumping duty deposits. Under the terms of the Agreement, the Company is entitled to a refund of $17.9 plus an
estimated $2.8 in interest. As noted above, to date we have recorded a refund receivable for $4.8 of this amount.

10

12
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LEGGETT & PLATT, INCORPORATED
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS - CONTINUED

(Unaudited)

8. SEGMENT INFORMATION

Reportable segments are primarily based upon the Company s management organizational structure. This structure is generally focused on broad
end-user markets for the Company s diversified products. Residential Furnishings derives its revenues from components for bedding, furniture
and other furnishings, as well as related consumer products. Commercial Fixturing & Components derives its revenues from retail store fixtures,
displays, storage and material handling systems, components for office and institutional furnishings, and plastic components. The Aluminum
Products revenues are derived from die castings, custom tooling and secondary machining and coating. Industrial Materials derives its revenues
from drawn steel wire, steel rod, specialty wire products and welded steel tubing sold to trade customers as well as other Leggett segments.

Specialized Products derives its revenues from the automotive components industry, specialized machinery and equipment, and van interiors and
truck bodies.

A summary of segment results for the three and nine months periods ended September 30, 2006 and 2005 are shown in the following tables.
Segment figures for 2005 have been restated for an organizational change, effective January 1, 2006, that moved van upfitting operations from
Commercial Fixturing & Components to Specialized Products and a small Office Components operation from Specialized Products to
Commercial Fixturing & Components.

The impact of this organizational change on reported results for the nine months ended September 30, 2005 was to move $67.1 of external sales
and ($1.1) of EBIT from the Commercial Fixturing & Components segment to the Specialized Products segment. In addition, for the nine month
period ended September 30, 2005, intersegment sales for Commercial Fixturing & Components increased $7.4, resulting in a net reduction in
total Commercial Fixturing & Components sales of $59.7. Intersegment sales for Specialized Products decreased $3.0, resulting in a net increase
of $64.1 in total Specialized Products sales.

The impact of the organizational change on reported results for the third quarter ended September 30, 2005 was to move $24.2 of external sales
and $.6 of EBIT from the Commercial Fixturing & Components segment to the Specialized Products segment. In addition, for the quarter ended
September 30, 2005, intersegment sales for Commercial Fixturing & Components increased $3.5, resulting in a net reduction in total
Commercial Fixturing & Components sales of $20.7. Intersegment sales for Specialized Products decreased $1.1, resulting in a net increase of
$23.1 in total Specialized Products sales.

Inter-
External  Segment Total
Sales Sales Sales EBIT

Nine Months ended Sept. 30, 2006

Residential Furnishings $2,091.0 $ 17.8 $2,108.8 $205.1
Commercial Fixturing & Components 794.3 10.2 804.5 53.6
Aluminum Products 422.1 11.0 433.1 38.4
Industrial Materials 366.2 204.4 570.6 47.0
Specialized Products 521.3 34.4 555.7 24.3
Intersegment eliminations .6
Change in LIFO reserve 4.0)

$4,1949 $ 277.8 $4,472.7 $365.0

11

13
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LEGGETT & PLATT, INCORPORATED

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS - CONTINUED

8. SEGMENT INFORMATION (continued)

Nine Months ended Sept. 30, 2005
Residential Furnishings

Commercial Fixturing & Components
Aluminum Products

Industrial Materials

Specialized Products

Intersegment eliminations

Change in LIFO reserve

Quarter ended Sept. 30, 2006
Residential Furnishings

Commercial Fixturing & Components
Aluminum Products

Industrial Materials

Specialized Products

Intersegment eliminations

Change in LIFO reserve

Quarter ended Sept. 30, 2005
Residential Furnishings

Commercial Fixturing & Components
Aluminum Products

Industrial Materials

Specialized Products

Intersegment eliminations

Change in LIFO reserve

(Unaudited)

External

Sales

$1,923.1
809.9
394.8
400.2
431.7

$3,959.7

$ 710.7
286.8
124.4
124.5
168.2

$1,414.6

$ 6543
306.7
111.7
137.8
138.1

$1,348.6

12

Inter-

Segment

Sales

$ 177
15.9
11.9

246.9
42.9

$ 3353

3.1
4.0
66.3
11.0

$ 89.0

6.1
4.1
75.3
14.9

$ 106.6

Total

Sales

$1,940.8
825.8
406.7
647.1
474.6

$4,295.0

$ 7153
289.9
128.4
190.8
179.2

$1,503.6

$ 660.5
312.8
115.8
213.1
153.0

$1,455.2

EBIT

$136.5
47.8
24.9
77.9
26.1
(6.6)
26.0

$332.6

$ 85.6
21.6
7.3
16.2
8.2

9

(2.0)

$137.8

$ 326
18.4
1.5
23.9
5.0

2

6.0

$ 87.6

14
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LEGGETT & PLATT, INCORPORATED
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS - CONTINUED

(Unaudited)

8. SEGMENT INFORMATION (continued)

Average asset information for the Company s segments at September 30, 2006 and December 31, 2005 is shown in the following table. As a
result of the organizational change discussed above, $84.5 of the December 31, 2005 average asset balance was moved from the Commercial
Fixturing & Components segment to the Specialized Products segment.

September 30, December 31,
2006 2005

Assets
Residential Furnishings $ 1,593.3 $ 1,504.4
Commercial Fixturing & Components 867.8 885.4
Aluminum Products 424.8 387.2
Industrial Materials 305.1 338.2
Specialized Products 719.1 614.7
Unallocated assets 272.6 218.9
Adjustment to period-end vs. average assets 131.3 103.8

$ 4,314.0 $ 4,052.6

9. STOCK-BASED COMPENSATION

Effective January 1, 2006, the Company adopted FASB Statement No. 123(R) Share-Based Payment (SFAS No. 123R) which clarifies and
expands the provisions of SFAS 123 Accounting of Stock-Based Compensation. The Company adopted SFAS 123R using the
modified-prospective method and, as such, results for prior periods have not been restated. Because the Company had previously adopted, as of
January 1, 2003, the fair value recognition provisions of SFAS 123 under the prospective transition method, the adoption of SFAS No. 123R has
not had a significant effect on 2006 results, nor is it expected to have a significant effect on future periods. In addition, the impact to the cash
flow statement is immaterial. No modifications have been made to options granted prior to the adoption of SFAS 123R, nor have we made any
changes in the valuation methods from those used under SFAS 123.

13
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LEGGETT & PLATT, INCORPORATED
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS - CONTINUED

(Unaudited)

9. STOCK-BASED COMPENSATION (continued)

The following table recaps the impact of stock-based compensation on the results of operations for the nine and three-month periods ended
September 30, 2006:

Three Months
Nine Months Ended
Ended Sept. 30,
Sept. 30, 2006 2006
Amortization of the Grant Date Fair Value of Stock Options $ 5.1 $ 1.7
Company Match in Stock-based Retirement Plans 6.0 2.0
Discounts on Common Stock and Stock Units 4.2 1.2
Total Stock-Based Compensation Expense $ 15.3 $ 49
Recognized Tax Benefits $ 6.0 $ 1.9
Stock-based Compensation Elected by Employees in Lieu of Cash Compensation $ 20.6 $ 6.6

When the tax deduction for an exercised stock option or converted stock unit exceeds the compensation cost that has been recognized in income,
a windfall tax benefit is created. The windfall benefit is not recognized in income, but rather on the balance sheet as additional paid-in capital.
The additional windfall tax benefit realized from exercises and conversions for the three and nine months ended September 30, 2006 were $.3
and $1.2, respectively.

The Company utilizes various forms of share-based compensation within its stock-based programs which are summarized below. Awards are
provided in the form of common stock, stock options, stock units and restricted stock. One stock unit is considered equivalent to one common
share for accounting and earnings per share purposes. The Company has only granted restricted stock to non-employee directors and these grants
have not been material.

Stock options and stock units are issued pursuant to the Company s Flexible Stock Plan. At September 30, 2006, a total of 22,463,969 common
shares were authorized for issuance under the Flexible Stock Plan. This amount represents 12,956,127 unexercised options, 2,563,881
outstanding stock units, and 6,943,961 shares that remain available for grant.

The Company issues shares from treasury for stock option exercises and stock unit conversions, as well as for employee purchases of common
stock made through the Discount Stock Plan and Stock Bonus Plan. The Company typically repurchases shares to replace those issued for
employee stock plans, however, there is no specific repurchase schedule or policy. The level of share repurchases primarily depends on the cash
resources available after funding current growth opportunities and dividends and other factors.
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9. STOCK-BASED COMPENSATION (continued)

Stock Option Grants

The Company typically grants stock options annually on a discretionary basis to a broad group of employees and outside directors. Options
generally become exercisable over 42 months in one-third increments beginning 18 months after the date of grant, have a maximum term of ten
years, and are issued with exercise prices equal to the market price of Leggett common stock on the grant date. The Company s non-employee
stock options are not significant. During the first nine months of 2006, discretionary grants totaled 1.5 million options with an aggregate grant
date fair value under the Black-Scholes method of $8.7.

Deferred Compensation Program

The Company offers a deferred compensation program under which key managers and outside directors may elect to receive stock options

and/or stock units in lieu of cash compensation. Prior to the 2005 program year, options granted under the deferred compensation program were
below market and had 15-year terms. Options granted for deferrals made after December 31, 2003, have a contractual term of ten years. Stock
issued upon option exercise is immediately distributed. The conversion of stock units associated with any given year s deferral must begin within
10 years of deferral and must be completed within 20 years of deferral. In 2005, the Company began to grant at market stock options instead of
discount options under the program. Stock options under this program are granted in December of the year immediately prior to the year the
compensation is earned. Options granted under the program vest as the associated compensation is earned and are exercisable beginning 15
months after the date of grant.

Stock units under this program are issued bi-weekly (when the compensation otherwise would have been paid) at a 20% discount to the market
price of the Company s common stock and immediately vest. Stock units earn dividends in the form of additional units at the same rate as cash
dividends paid on the Company s common stock. Dividend units are also issued at a 20% discount.

Cash compensation deferred during the first nine months of 2006 as either stock options or stock units totaled approximately $5.4, of which $1.5
related to bonuses accrued and expensed in 2005. In addition, approximately $1.2 of 2006 bonuses accrued and expensed in the first nine months
are subject to employee deferral elections and will be paid in the form of stock options or stock units. Options and units associated with bonuses

officially vest as of December 31 of the year earned. Approximately 393,000 stock options with a total grant date fair value of $2.2, and 110,000
stock units with a total grant date value of $2.7, were earned and vested during the first nine months under the Deferred Compensation Program.
An additional 114,000 stock options with an aggregate grant date fair value of $.6, and 49,000 stock units with an aggregate value of $1.2, were

earned and vested in association with 2005 bonuses that were distributed in the first quarter of 2006.

Stock-Based Retirement Plans

The Company has two stock-based retirement plans: the tax-qualified Stock Bonus Plan (SBP) and the non-qualified Executive Stock Unit
Program (ESUP). The Company makes matching contributions of 50% of the amount of employee contributions under both plans. In addition,
the Company makes another 50% matching contribution on an annual basis if certain profitability levels, as defined in the SBP and the ESUP,
are attained. The first 50% matching contribution is expensed as incurred. The additional 50% match is accrued and expensed when it is more
likely than not that the required
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9. STOCK-BASED COMPENSATION (continued)

profitability levels will be met, while the contribution itself is not made until the year s results have been finalized. Company matches in the SBP
and ESUP fully vest upon three and five years, respectively, of cumulative service, subject to certain participation requirements.

Contributions to the ESUP are used to acquire stock units at 85% of the common stock market price while contributions to the SBP are primarily
used to purchase the Company s common stock at market prices. Employees in the SBP are allowed to diversify their accounts upon reaching
certain age and participation requirements. Stock units earn dividends in the form of additional units at the same rate as cash dividends paid on
the Company s common stock. Stock units are converted to common stock at a 1-to-1 ratio upon distribution from the plan. Distributions under
both plans are triggered by an employee s retirement, death, disability or separation from the Company.

During the first nine months of 2006, a total of approximately $6.6 of employee contributions were made into these plans, including $.8 related
to 2005 bonuses paid in 2006. The Company match expensed in the first nine months of 2006 totaled $6.0 and the discount expense on stock
units was $1.4.

Discount Stock Plan

Under the Discount Stock Plan (DSP), eligible employees may purchase shares of Company common stock at 85% of the closing market price
on the last business day of each month. Shares purchased by employees under the DSP during the first nine months of 2006 totaled 439,828 and
were made at an average purchase price of $20.77 per share, net of the discount. In the first nine months of 2006, the total discount expense
related to the DSP was approximately $2.0. Since inception of the DSP in 1982, a total of 19,723,876 shares have been purchased by employees.
Eligible employees may purchase a maximum of 23,000,000 shares under the plan.

COMPENSATION COST NOT YET RECOGNIZED

As of September 30, 2006, the unrecognized cost of non-vested stock-based compensation was $10.9, all of which relates to non-vested stock
options. Of this amount, $.2 relates to the Deferred Compensation Program (the excess grant date fair value over the underlying compensation
deferred) and is expected to be recognized in income evenly over the course of the current year. The remaining $10.7 relates to the grant date

fair value of our discretionary stock option grants and is expected to be recognized over a weighted-average period of 1.25 years.
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9. STOCK-BASED COMPENSATION (continued)

STOCK OPTIONS

A summary of the Company s employee stock option activity for the nine months ended September 30, 2006, is as follows:

Weighted Average

Exercise Price

Shares per Share
Outstanding at January 1, 2006 12,282,810 $ 16.75
Granted 1,525,261 23.12
Exercised (729,872) 12.42
Expired (40,474) 19.96
Forfeited (248,468) 21.71
Outstanding at September 30, 2006 12,789,257 $ 17.65
Options vested & exercisable at September 30, 2006 9,396,295 $ 15.40

The total intrinsic value (market price in excess of exercise price) of options exercised during the three and nine months ended September 30,
2006 was $2.9 and $8.9, respectively, and the cash received from option exercises was $2.7 and $9.1, respectively.

Of the 12,789,257 total employee stock options outstanding at September 30, 2006, the following table summarizes those employee stock
options that either have or are expected to vest (net of expected forfeitures). A portion of these options were granted in conjunction with the
deferred compensation program under which employees elected to receive stock options in lieu of otherwise payable cash compensation.

Options Vested and Expected to Vest
Weighted-
Average

Remaining  Weighted-

Contractual  Average

Associated

Range of Number Life Aggregate Employee-

Exercise Intrinsic Deferred
Exercise Prices Outstanding In Years Price Value* Compensation
$ 01-$ 25 843,553 47 $ .06 21,063,415 9,072,684
3.09- 4.70 2,130,746 9.7 3.89 45,043,056 27,962,248

10.00 - 15.00 17,500 4.5 14.01 192,900

15.31 - 20.00 3,277,413 4.0 18.84 20,294,863 193,962
20.03 - 28.67 6,453,591 7.7 23.84 7,703,845 7,070,305
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$ .01-$28.67 12,722,803 69 $ 17.62 94,298,079 44,299,199

* Number outstanding times the excess of the September 30, 2006 market price over the option exercise price.
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9. STOCK-BASED COMPENSATION (continued)

The following table summarizes employee stock options that are exercisable at September 30, 2006:

Options Exercisable
Weighted-
Average

Remaining  Weighted-

Contractual  Average
Range of Number Life

Aggregate
Exercise Intrinsic
Exercise Prices Outstanding In Years Price Value

$.01-$ .25 843,553 47 $ .06 21,063,415

3.09- 4.70 2,130,746 9.7 3.89 45,043,056

10.00 - 15.00 17,500 4.5 14.01 192,900
15.31- 20.00 3,225,590 39 18.83 19,984,224
20.03 - 28.67 3,178,906 6.6 23.71 4,209,553

$ .01 - $28.67 9,396,295 62 $ 1540 90,493,148

The weighted-average per-share fair value of the options granted during the three and nine month periods ended September 30, 2006 was $5.03
and $5.68, respectively. The estimated grant date fair value of options is amortized to expense by the straight line method over the options total
vesting period.

The following table summarizes the weighted-average assumptions used to calculate the grant date fair value of options granted during the three
and nine months ended September 30, 2006 and 2005. Fair values were calculated using the Black-Scholes option pricing model.

Nine Months Ended Three Months Ended
September 30, September 30,
2006 2005 2006 2005

Principal assumptions:
Risk-free interest rate 4.4% 3.7% 4.9% 4.0%
Expected life in years 6.7 5.9 6.0 4.0
Expected volatility (over expected life) 27.3% 25.0% 22.9% 23.7%
Expected dividend yield (over expected life) 3.2% 3.2% 3.2% 3.0%

The risk free rate is determined based on U.S. Treasury yields in effect at the time of grant for maturities equivalent to the expected life of the
option. The expected life of the option (estimated average period of time the option will be outstanding) is estimated based on the historical
exercise behavior of employees, with executives displaying somewhat longer holding periods than other employees. Expected volatility is based
on historical volatility measured daily for a time period equal to the option s expected life, ending on the day of grant. The expected dividend
yield is estimated based on the dividend yield at the time of grant, adjusted for expected dividend increases and historical payout policy.
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9. STOCK-BASED COMPENSATION (continued)

STOCK UNITS

A summary of the status of stock units outstanding at September 30, 2006 and changes during the nine months then ended is

Units
Nonvested at January 1, 2006 49,395
Granted 580,397
Vested (565,752)
Forfeited (4,929)
Nonvested at September 30, 2006 59,111

At September 30, 2006, there were 1,814,079 of fully vested stock units outstanding with an aggregate intrinsic value of $45
value of nonvested stock units, all of which relate to the Executive Stock Unit Program and are expected to vest, was $1.5 at

presented below:

Weighted
Average

Grant Date Fair
Value

per Unit
$ 24.67
24.02
24.00
25.40

$ 24.57

.4. The intrinsic

September 30,

2006. The total intrinsic value of stock units converted to common stock during the three and nine months ended September 30, 2006 was $.1

and $1.1, respectively.

10. EMPLOYEE BENEFIT PLANS
The following table provides interim information at September 30, 2006 and 2005 as to the Company s sponsored domestic

and foreign defined

benefit pension plans. Expected 2006 employer contributions are not significantly different than the $2.1 previously reported at year-end 2005.

Nine Months Ended Three Months Ended

September 30,
2006 2005

Components of Net Pension Expense

Service cost $ 54 $ 3.7
Interest cost 9.0 7.7
Expected return on plan assets (12.0) (10.5)
Amortization of net transition asset 2
Recognized net actuarial loss 2.0 .6
Net pension expense $ 44 $ 1.7

September 30,
2006 2005

$ 1.8 $ 13

3.0 2.5
(4.0) (3.5)
.6 2

$ 14 $ 5
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11. RESTRUCTURING AND OTHER SPECIAL CHARGES

The Company has historically implemented various cost reduction initiatives to improve its operating cost structures. These cost initiatives have,
among other actions, included workforce reductions and the closure or consolidation of certain operations. Except for the 2005 Closure and
Consolidation Initiative described below, none of these initiatives has individually resulted in a material charge to earnings for any of the periods
presented. Net of realized gains, we incurred $54.9 of restructuring-related costs in 2005, $10.4 in the first quarter of 2006, $6.1 in the second
quarter of 2006, and $(4.6) in the third quarter of 2006. We expect to incur another $4.7 in the fourth quarter of 2006, bringing the total
estimated net cost of recent restructuring activities to approximately $72, excluding any future gains on the sale of related assets.

The details regarding all of the Company s net restructuring related costs for the periods presented are provided below.

Restructuring and other special charges for the three and nine months ended September 30, 2006 and September 30, 2005 were comprised of:

Nine Months Ended Three Months Ended
September 30, September 30,
2006 2005 2006 2005
Severance and other restructuring costs $13.7 $ 43 $ 14 $ 12
Asset impairment charges 3.7 9.7 .6 9.2
Inventory obsolescence and other 1.6 7.2 (1.4) 5.7
(Gain) from sales of assets (7.1) 5.2)
Total restructuring & other special charges $11.9 $ 212 $ (4.6) $ 161

2005 Closure and Consolidation Initiative

In September 2005, the Company launched a significant broad-based restructuring initiative to reduce excess capacity and improve performance
in a number of its businesses. As a result, management identified 36 operations to be closed, consolidated or sold which currently constitute the

2005 Closure and Consolidation Initiative. The Company s current estimate of the charges it expects to incur in connection with this plan is
$46.7, excluding any future gains on the sale of related assets. Of this amount, $40.3 was incurred in 2005 and $6.1 in the first nine months of
2006. The remaining $.3 is expected to be incurred in the fourth quarter of 2006.
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11. RESTRUCTURING AND OTHER SPECIAL CHARGES (continued)

The following table contains, by each major type of cost associated with the 2005 Closure and Consolidation Initiative, the total amount of costs
expected to be incurred and the cumulative amount incurred to date:

Type of charge:

Employee termination costs

Contract termination costs

Other exit costs, primarily plant closure and asset relocation

Total restructuring costs(1)

Asset impairment charges (2)
Inventory obsolescence and other (3)
(Gain) from sales of assets

Total costs

Total Remaining

Amount Amount
Incurred in Expected Total Amount
t