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Financial Highlights

(Amounts in thousands, except for per share data)

Net Sales

2008

2007

$2,477,587

$2,570,472

Gross proﬁt

828,612

905,775

Selling and administrative expenses

717,870

702,329

Restructuring related and impairment charges

25,859

9,788

Operating income

84,883

193,658

Income from continuing operations

45,450

119,864

Net income

45,450

120,378

1.8%

4.7%

10.0%

25.2%

$÷«««««««1.03

$÷«««««««2.57

Net income – basic

1.03

2.58

Net income from continuing operations – diluted

1.02

2.55

Net income – diluted

1.02

2.57

Cash dividends

0.86

0.78

$1,165,629

$1,206,976

267,343

281,091

41.8%

39.2%

$«÷448,833

$÷«458,908

44,216

104,611

$«÷÷70,083

$÷÷«58,568

174,369

291,187

Weighted-average shares outstanding during year – basic

44,309,765

46,684,774

Weighted-average shares outstanding during year – diluted

44,433,945

46,925,161

Share repurchases

$«÷÷28,553

$«««147,675

16

14

8,274

7,625

12,241

13,271

(in millions)

Income Statement Data

08 2,478

07 2,570

06 2,680

05 2,433

04 2,084

Net sales

Net Income
(in millions)

Net income as a % of:
Net sales
Average shareholders’ equity
Per common share:
07 120

08 45

06 123

05 137

04 114

Net income from continuing operations – basic

Return on Average
Shareholders’
Equity
(percent)

Balance Sheet Data
Total assets
Long-term debt and capital lease obligations
Debt/capitalization ratio
08 10.0

07 25.2

05 21.8

06 22.6

04 16.5

Shareholders’ equity
Working capital
Other Data
Diluted Earnings
per Share
(dollars)

Capital expenditures
Cash ﬂow from operations

08 1.02

07 2.57

06 2.45

05 2.50

04 1.97

Price/earnings ratio at year-end
Number of shareholders at year-end
Members (employees) at year-end

Dear Shareholders:

Stan A. Askren
Chairman, President
and Chief Executive Offi cer

The macroeconomic challenges we faced in

The collection of economic pressures in

2008 were unprecedented. These challenges

2008 was of a scope and magnitude not seen

follow the difficult market conditions we

since the 1930s. Unemployment was up; small

confronted in 2006 and 2007. We have a proven

business confidence and corporate profits were

track record of managing well through tough

down. The mortgage crisis spread to collapse

times, and in 2008 we responded with strength

the credit market. New housing starts continued

and agility, moving quickly to align our

to decline, reaching historic lows. Steel and

businesses with market realities while invest-

fuel costs experienced rapid, steep inflation

ing to improve our competitive capabilities

before abating due to widespread economic

and protect our long-term growth.

weakness toward the end of the year.

Our management team has a track record of managing well through
macroeconomic challenges. We are doing the right things to align our businesses
with market realities and position the corporation for long-term success.
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A year of meeting challenges

Richmond, Virginia, plant in 2008, consolidating

and building for the future

production into other HNI facilities to generate

Our decentralized split-and-focus business

substantial savings in 2009. We will continue

model is an advantage in times like these.

to streamline our fulfi llment model to improve

All of our businesses operate very close to

efficiency and performance. As a result, we

the markets they serve, giving management

will see better lead times, lower costs and

the ability to recognize and quickly react

better customer service.

to challenges and opportunities.
Throughout the year, we made and

Our focus is never just to reduce costs.
We worked hard throughout the year to build

implemented tough decisions necessary to

operational and competitive capabilities,

adjust to harsh marketplace realities. We

continuously improving our ability to grow

attacked structural and day-to-day operating

profitably when the economy cycles back. HNI

costs in every corner of the corporation,

members aggressively used our RCI (Rapid

including making painful but necessary

Continuous Improvement) process, holding more

reductions in staffing, working reduced hours

than 800 events across the company, identify-

and taking other actions to reduce labor

ing and implementing process improvements

costs. We took $140 million of costs out of the

to enhance performance and drive efficiencies.

corporation in 2008. In the hearth business

Despite the macroeconomic challenges,

alone, we have reduced staff by approximately

product development remains a top priority at

40 percent and overall costs by more than

HNI. Product leadership is key to enhancing

$100 million during the past few years.

our competitive position, both now and for

In our office furniture businesses, we
completed the difficult task of closing our

the future. We are in the process of launching a
record number of new products including

With our decentralized split-and-focus model, HNI companies
operate very close to the markets they serve, giving us knowledge and agility

to meet challenges and identify opportunities.
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Allsteel’s Stride™ – a line of office furniture

Moving forward with confidence

built on sustainable design and manufacturing,

The economic outlook remains volatile

HON’s SmartLink™ – a product family offering

and uncertain for the foreseeable future. We

style, durability and a new level of flexibility

will continue to respond to these conditions

for the school market, QuadraFire’s EDGE 60™ –

as we did in 2008 so we are well positioned

the hearth industry’s fi rst wood pellet

when the economy improves.

burning fireplace, and numerous other fresh,
exciting offerings.
Our focused selling model has driven

HNI is the leader in the supplies-driven
office furniture channel. This channel,
which serves mainly small offices and

steady growth in the government sector,

individuals, was the first to feel a downturn,

making HNI the second-largest supplier of

and we anticipate it will be the fi rst to

office furniture to the federal government.

respond to improving economic conditions.

Our strong brand recognition, targeted sales

We will continue to improve our position

tactics and ability to handle larger projects have

in this market with investments in new

contributed to double-digit compound annual

products, selling initiatives and e-commerce.

growth in this sector for seven years running.

Our investment in e-commerce will strength-

Our acquisitions completed and integrated

en our links with customers, particularly

over the past few years are performing well,

small businesses, with highly efficient,

including continued penetration of the Chinese

easy-to-use tools.

market and international expansion at Lamex.

In 2008, we bolstered our strong and grow-

Harman, the alternative fuel stove business

ing position in the contract office furniture

acquired in 2007, performed above expecta-

market with the acquisition of HBF, a leading

tions in 2008.

provider of high-design seating, textiles,

HNI people are a unique advantage for this corporation. Our members
are tough, determined and talented—driven to improve our performance
every day. They behave like owners because they are owners.
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wood tables and case goods. With its strong

We will continue to invest in new products

brand image among interior designers and

and brand development. We will remain

emphasis on new products, HBF is a perfect fit.

tightly focused on our core businesses with

We will continue to build our position in this

fewer and deeper priorities to ensure our

market through exciting new products and

long-term success.

a unique value proposition across all of our
contract brands.
We have improved our market position

I am optimistic about the future. HNI’s
leadership team is seasoned, having successfully managed our company through previous

in the hearth products industry even as we

downturns. Our members share a culture

have downsized our business. We focus on

of personal accountability and continuous

two primary business segments: installing

improvement driven in large part by the fact

distributors in the new construction channel

that most of our members own stock and share

and specialty dealers that serve consumers.

in the profits. Our members behave like owners

We have carefully aligned our organization

because they are owners. I would like to thank

and put systems in place to meet the specific

them for their dedication, efforts and sacrifice.

needs of each of these business segments.

I’m confident that HNI will emerge from this

With the hearth industry’s strongest brands,

economic crisis stronger and more profitable

best manufacturing capabilities and a unique

than ever.

ability to provide unparalleled service on a
national basis, we will be well positioned

Sincerely,

when the housing market begins to recover.
In 2009, we are going to face even more
difficult conditions. We will continue to
reset our cost structure, leverage our

Stan A. Askren

split-and-focus model in line with market

Chairman, President and Chief Executive Offi cer

realities and identify growth opportunities.

HNI Corporation
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Action
What we’re doing to meet the challenge
We’re aligning our business with market realities while investing to strengthen
ourselves for accelerated growth and profitability in the upturn.

Focusing on New Products

61
In 2008, we introduced a record 61 new
products. We’re keeping our focus on
developing products that continue to gain
market share and build our brands—
innovative, high quality, tailored to the user.

Expanding Our Markets

A&D

Reducing Costs, Generating Cash

Schools

Costs

Corporate
Projects

Cash

Government
Asia

We are continuing to build momentum in
five market expansion strategies we have
pursued in recent years—bringing HNI
excellence to Asia with Lamex, and meeting
the unique needs of the government,
corporate project, architect and designer,
and school segments.

We have attacked our costs and maximized
our cash to optimize our ability to compete
during the downturn and beyond.

Operating Cash Flow

Offi ce Furniture Sales
to Federal Government

in Millions

in Millions
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HON SmartLink ™
Designed by HON through extensive customer research, SmartLink is a total classroom furniture system targeting the
educational market. It’s durable and adaptable, able to work with today’s and tomorrow’s technologies while providing smart
solutions for organizing the classroom. SmartLink supports an array of learning and teaching styles with just four moveable
components creating an ideal, clutter-free learning environment for students of all ages.

Harman Pellet Stove
Harman Stove Company™, a leading provider of feature-rich,
durable freestanding stoves and fireplace inserts, proved to
be a strong contributor during 2008 – its first year as part
of HNI. Harman is a leader in alternative fuel products, and
the Harman XXV has the most advanced construction of
any Harman pellet stove.

HBF C Collection
HBF introduced the C Collection – a bold collection of lounge, reception and private
sitting area furnishings – in 2008. The clean lines and contemporary styling, designed by
Yves Behar for HBF, integrate practical features such as functionality, ergonomic comfort
and pull-up work surfaces to create an efficient and elegant option for modern interiors.

HHT Hearth by Design ™

HON Flagship® Side - Access Pedestal

Hearth by Design brings an innovative concept

HON’s Flagship Side-Access Pedestal creates a

in merchandising to the hearth industry –

whole new world of personal storage options. It’s

attractive, easy-to-use kiosks that combine the

the first of its kind – a more customizable, more

control and functionality of the Web with the

functional, more practical version of the conventional

advantages of shopping in a retail environment.

pedestal that keeps a multitude of items within

Available in select retail showrooms and online

arm’s reach.

at Hearthbydesign.com.

™

®
®

®

®
®
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™

®

Allsteel Stride ™ and Acuity ™
With a focus on sustainable design and manufacturing, Stride
from Allsteel creates a multitude of work settings, from open plan
to private offi ce, within one cohesive panel system and desking
platform. Shown here with the new Acuity work chair, Allsteel’s
award-winning breakthrough in seating design and performance.

HNI products: bringing our brands to life.

Paoli Altamont ™

Heat & Glo Cosmo ™

Gunlocke Olla ™

Altamont is a furniture collection for the executive office at a

The Cosmo is a slender landscape direct vent gas fireplace

The Olla seating collection brings a fresh, contemporary style

value price point. It blends wood, glass and metal elements to

with sleek European styling and a clean, linear design.

to seating. With its unique combination of mixed materials –

bring a modern, sophisticated look with classic character.

metal, leather and wood – Olla works in the conference room
or private office.

™

®

™
®

®
®
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Consolidated Statements of Income

(Amounts in thousands, except for per share data)

For the Years

2008

2007

2006

$2,477,587
1,648,975

$2,570,472
1,664,697

$2,679,803
1,752,882

828,612
717,870
25,859

905,775
702,329
9,788

926,921
717,676
2,829

Operating income

84,883

193,658

206,416

Interest income
Interest expense

1,172
16,865

1,229
18,161

1,139
14,323

Earnings from continuing operations before income taxes and minority interest
Income taxes

69,190
23,634

176,726
57,141

193,232
63,670

Earnings from continuing operations before minority interest
Minority interest in earnings (losses) of subsidiary

45,556
106

119,585
(279)

129,562
(110)

Income from continuing operations

45,450

119,864

129,672

–

514

(6,297)

Net income

$«««««45,450

$÷«120,378

$÷«123,375

Net income from continuing operations – basic

$÷««««÷«1.03

$÷÷÷÷«2.57

$÷÷÷÷«2.59

–

0.01

(0.13)

Net income per common share – basic

$÷««««÷«1.03

$÷÷÷÷«2.58

$÷÷÷÷«2.46

Weighted average shares outstanding – basic

44,309,765

46,684,774

50,059,443

Net income from continuing operations – diluted

$÷÷÷÷«1.02

$÷÷÷÷«2.55

$÷÷÷÷«2.57

–

0.02

(0.12)

Net income per common share – diluted

$÷÷÷÷«1.02

$÷÷÷÷«2.57

$÷÷÷÷«2.45

Weighted average shares outstanding – diluted

44,433,945

46,925,161

50,374,758

Net sales
Cost of products sold
Gross proﬁt
Selling and administrative expenses
Restructuring related and impairment charges

Discontinued operations, less applicable income taxes

Net income from discontinued operations – basic

Net income from discontinued operations – diluted

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Balance Sheets

(Amounts in thousands of dollars and shares except par value)

As of Year-End

2008

2007

2006

$«««««39,538
9,750
238,327
84,290
16,313
29,623

$÷÷«33,881
9,900
288,777
108,541
17,828
30,145

$÷÷«28,077
9,174
316,568
105,765
15,440
29,150

417,841
315,606
268,392
163,790

489,072
305,431
256,834
155,639

504,174
309,952
251,761
160,472

$1,165,629

$1,206,976

$1,226,359

$÷«313,431

$÷«367,320

$÷«328,882

54,494
5,700

14,715
2,426

26,135
3,525

373,625
267,300
43
50,399
25,271
158

384,461
280,315
776
55,843
26,672
1

358,542
285,300
674
56,103
29,321
500

–

–

–

44,324

44,835

47,906

6,037
400,379
(1,907)

3,152
410,075
846

2,807
448,268
(3,062)

448,833

458,908

495,919

$1,165,629

$1,206,976

$1,226,359

Assets
Current Assets
Cash and cash equivalents
Short-term investments
Receivables net
Inventories
Deferred income taxes
Prepaid expenses and other current assets
Total Current Assets
Property, Plant and Equipment
Goodwill
Other Assets
Total Assets

Liabilities and Shareholders’ Equity
Current Liabilities
Accounts payable and accrued expenses
Note payable and current maturities of long-term debt and
capital lease obligations
Current maturities of other long-term obligations
Total Current Liabilities
Long-Term Debt
Capital Lease Obligations
Other Long-Term Liabilities
Deferred Income Taxes
Minority Interest in Subsidiaries
Commitments and Contingencies
Shareholders’ Equity
Preferred stock – $1 par value
Authorized: 2,000
Issued: None
Common stock – $1 par value
Authorized: 200,000
Issued and outstanding: 2008 – 44,324; 2007 – 44,835; 2006 – 47,906
Additional paid-in capital
Retained earnings
Accumulated other comprehensive (loss) income
Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity
The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statements of Cash Flows

(Amounts in thousands)

For the Years

2008

2007

2006

$«45,450

$«120,378

$«123,375

70,155
1,509
1,616
(11)
2,600

68,173
2,132
3,603
(808)
(4,935)

69,503
2,109
3,219
(865)
(3,712)

22,691
6,592
(3,908)

1,662
6,611
(1,162)

4,639
7,948
1,733

58,570
31,842
306
(59,145)
(1,255)
(2,643)

39,941
20,380
2,264
30,944
1,169
835

(24,059)
(7,123)
(9,541)
(2,794)
(2,088)
(2,742)

Net cash flows from (to) operating activities

174,369

291,187

159,602

Net Cash Flows From (To) Investing Activities:
Capital expenditures
Proceeds from sale of property, plant and equipment
Capitalized software
Acquisition spending, net of cash acquired
Short-term investments – net
Purchase of long-term investments
Sales or maturities of long-term investments
Other – net

(70,083)
6,191
(1,413)
(75,479)
(250)
(10,650)
20,158
–

(58,568)
12,145
(346)
(41,696)
–
(24,427)
20,576
294

(58,921)
5,952
(1,003)
(78,569)
926
(13,600)
8,250
–

(131,526)

(92,022)

(136,965)

(28,553)
359,500
(334,200)
4,151
11

(147,675)
289,503
(309,297)
9,708

(203,646)
515,157
(352,401)
5,786

(38,095)

808
(36,408)

865
(36,028)

(37,186)

(193,361)

(70,267)

5,657

5,804

(47,630)

33,881

28,077

75,707

Cash and cash equivalents at end of year

$÷39,538

$÷«33,881

$÷«28,077

Supplemental Disclosures of Cash Flow Information:
Cash paid during the year for:
Interest
Income taxes

$÷«17,160
$÷«22,852

$÷«18,213
$÷«57,128

$÷«12,002
$÷«75,266

Net Cash Flows From (To) Operating Activities:
Net income
Noncash items included in net income:
Depreciation and amortization
Other postretirement and post-employment beneﬁts
Stock-based compensation
Excess tax beneﬁts from stock compensation
Deferred income taxes
Net loss on sales, retirements and impairments of long-lived
assets and intangibles
Stock issued to retirement plan
Other – net
Changes in working capital, excluding acquisition and disposition:
Receivables
Inventories
Prepaid expenses and other current assets
Accounts payable and accrued expenses
Income taxes
Increase (decrease) in other liabilities

Net cash flows from (to) investing activities
Net Cash Flows From (To) Financing Activities:
Purchase of HNI Corporation common stock
Proceeds from long-term debt
Payments of note and long-term debt and other ﬁnancing
Proceeds from sale of HNI Corporation common stock
Excess tax beneﬁts from stock compensation
Dividends paid
Net cash flows from (to) financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

The accompanying notes are an integral part of the consolidated financial statements.
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Our Vision

We, the members of HNI Corporation, are dedicated to creating long-term value
for all of our stakeholders, to exceeding our customers’ expectations and to making
our company a great place to work. We will always treat each other, as well as
customers, suppliers, shareholders and our communities, with fairness and respect.
Our success depends upon business simplification, rapid continuous improvement
and innovation in everything we do, individual and collective integrity, and the
relentless pursuit of the following long-standing beliefs:
We will be profi table.

We will be a great place to work.

We pursue mutually profitable relationships with

We pursue a participative environment and support

customers and suppliers. Only when our company

a culture that encourages and recognizes excel-

achieves an adequate profit can the other elements

lence, active involvement, ongoing learning and

of this Vision be realized.

contributions of each member; that seeks out and
values diversity; and that attracts and retains the

We will create long-term value for shareholders.
We create long-term value for shareholders by
earning fi nancial returns significantly greater than

most capable people who work safely, are motivated
and are devoted to making our company and our
members successful.

our cost of capital and pursuing profitable growth
opportunities. We will safeguard our shareholders’

We will be a responsible corporate citizen.

equity by maintaining a strong balance sheet to

We conduct our business in a way that sustains

allow flexibility in responding to a continuously

the well-being of society, our environment and the

changing market and business environment.

economy in which we live and work. We follow
ethical and legal business practices. Our company

We will pursue profi table growth.
We pursue profitable growth on a global basis in
order to provide continued job opportunities for
members and fi nancial success for all stakeholders.
We will be a supplier of quality products and services.
We provide reliable products and services of high
quality and brand value to our end-users. Our
products and services exceed our customers’
expectations and enable our distributors and our

supports our volunteer efforts and provides charitable contributions so that we can actively participate
in the civic, cultural, educational, environmental
and governmental affairs of our society.
To our stakeholders:
When our company is appreciated by its members,
favored by its customers, supported by its suppliers,
respected by the public and admired by its shareholders, this Vision is fulfi lled.

company to make a fair profit.
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A Message from the Board of Directors

DEAR SHAREHOLDERS:

During these unprecedented and difficult

An active, informed, independent and involved

economic times, the principles of the HNI Vision

Board is essential to ensure HNI’s integrity,

(as shown on page 11) are as important as ever.

transparency and long-term growth. Each of

These principles are creating long-term

us strives for this standard.

shareholder value, pursuing profitable growth,

We are proud to serve on your Board of

delivering quality in all we do, being a great place

Directors. We are committed to ensuring the high-

to work, and being a responsible corporate citizen.

est standards of ethics and corporate governance

As members of the Board of Directors, our
role is to do our utmost to ensure realization

in all we do. We thank you for your continued
support in these very challenging times.

of the HNI Vision. We do this by supporting
HNI Corporation’s sound policies and practices,
clear and open communications, and sound

Sincerely,

and straightforward fi nancial management.

THE HNI CORPORATION BOARD OF DIRECTORS

BOARD OF DIRECTORS

Stan A. Askren
Chairman, President and
Chief Executive Officer,
HNI Corporation
Mary H. Bell
Vice President,
Building Construction
Products Division,
Caterpillar Inc.
Miguel M. Calado
Director and Chief
Financial Officer,
Hovione, SA
Gary M. Christensen
Executive Advisor Partner,
Wind Point Partners

COMMIT TEES OF THE BOARD

Cheryl A. Francis
Co-Chairman,
Corporate Leadership Center
John A. Halbrook
Former Chairman and
Chief Executive Officer,
Woodward Governor
Company
James R. Jenkins
Senior Vice President
and General Counsel,
Deere & Company
Dennis J. Martin
Independent Business
Consultant
Retired Chairman, President
and Chief Executive Officer,
General Binding Corporation

Larry B. Porcellato
Chief Executive Officer,
The Homax Group, Inc.
Former Chief Executive
Officer,
ICI Paints North America
Joseph E. Scalzo
President and
Chief Executive Officer,
WhiteWave and
Morningstar Foods
Abbie J. Smith
Chaired Professor,
The University of Chicago
Booth School of Business

Brian E. Stern
Lead Director,
HNI Corporation
Director, Starboard Capital
Partners, LLC
Ronald V. Waters, III
Director, President and
Chief Executive Officer,
LoJack Corporation

Audit
Miguel M. Calado,
Chairperson
James R. Jenkins
Joseph E. Scalzo
Ronald V. Waters, III
Human Resources
and Compensation
Abbie J. Smith,
Chairperson
Cheryl A. Francis
John A. Halbrook
Brian E. Stern
Public Policy and
Corporate Governance
Dennis J. Martin,
Chairperson
Mary H. Bell
Gary M. Christensen
Larry B. Porcellato
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Investor Information

Fiscal 2009 Quarter-End Dates
1st Quarter: Saturday, April 4
2nd Quarter: Saturday, July 4

3rd Quarter: Saturday, October 3
4th Quarter: Saturday, January 2

Annual Meeting
The Corporation’s annual shareholders’ meeting will be held at 10:30 a.m.
on Tuesday, May 12, 2009, at the Holiday Inn, 2915 North Highway 61,
Muscatine, Iowa. Shareholders and other interested investors are
encouraged to attend the meeting.
Form 10-K Report
All financial information, including the Corporation’s annual report on Form 10-K,
can be accessed on the Corporation’s website at www.hnicorp.com.

Independent Registered Public Accounting Firm
PricewaterhouseCoopers LLP
One North Wacker Drive
Chicago, IL 60606
Common Stock
HNI Corporation common stock trades on the New York Stock Exchange
(NYSE) under the symbol: HNI.
Transfer Agent
Shareholders may report a change of address or make inquiries
by writing or calling:
Wells Fargo Shareowner Services
161 North Concord Exchange
South Saint Paul, MN 55075
Telephone: 651.226.3903

Investor Relations
HNI Corporation
408 East Second Street
Muscatine, IA 52761
Telephone: 563.272.7400
Fax: 563.272.7655
Email: investorrelations@hnicorp.com

Management Certifications
On May 23, 2008, the Corporation submitted to the NYSE, the Annual CEO
Certification required by Section 303A.12(a) of the NYSE Listed Company
Manual certifying that the Corporation’s CEO is not aware of any violation
by the Corporation of NYSE corporate governance listing standards. The
Corporation also filed with the Securities and Exchange Commission the CEO/
CFO Certifications regarding the quality of the Corporation’s public disclosure
required under Sections 302 and 906 of the Sarbanes-Oxley Act of 2002 as
Exhibits 31.1, 31.2, and 32.1 to the Corporation’s annual report on Form 10-K
for the fiscal year ended January 3, 2009.

Corporate Headquarters
HNI Corporation
408 East Second Street
P.O. Box 1109
Muscatine, IA 52761-0071
Telephone: 563.272.7400
Fax: 563.272.7114

OPERATING COMPANIES

HNI CORPORATION OFFICERS
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President,
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President,
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President,
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HNI comprises some of the strongest and best-known brands in the marketplace.
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