








Long-Term Debt

(In thousands) 2009 2008 2007
Note payable to bank, revolving credit agreement with interest at a variable

rate (2009-0.54%; 2008-0.79%; 2007-5.46%) $50,000 $107,500 $128,000
Note payable to bank, with interest at a fixed rate (2008-3.08%; 2007-5.03%) - 14,294 14,205
Senior notes due in 2016 with interest at a fixed rate of 5.54% per annum. 150,000 150,000 150,000
Note payable to bank, with interest at a variable rate (2008-2.36%) - 47,500 -
Industrial development revenue bonds, payable 2018 with interest at a variable

rate (2008-1.40%; 2007-3.55%) - 2,300 2,300
Other notes and amounts - - 63
Total debt 200,000 321,594 294,568
Less: current portion - 54,294 14,253
Long-term debt $200,000 $267,300 $280,315

Agegregate maturities of long-term debt are as follows:

(In thousands)
2010 $ -
2011 50,000
2012 -
2013 -
2014 -
Thereafter $150,000

On January 28, 2003, the Corporation replaced a $136 million revolving credit facility entered into on May 10, 2002 with a new
revolving credit facility that provided for a maximum borrowing of $150 million subject to increase (to a maximum amount of
$300 million) or reduction from time to time according to the terms of the facility. On December 22, 2005, the Corporation
increased the facility to the maximum amount of $300 million. Amounts borrowed under the revolving credit facility may be
borrowed, repaid, and reborrowed from time to time until January 28, 2011. As of January 2, 2010, $50 million was
outstanding under the revolving credit facility and classified as long-term.

On April 6, 2006, the Corporation refinanced $150 million of borrowings outstanding under the revolving credit facility with
5.54 percent ten-year unsecured Senior Notes due in 2016 issued through the private placement debt market. Interest payments
are due semi-annually on April 1 and October 1 of each year and the principal is due in a lump sum in 2016. The Corporation
maintained the revolving credit facility with a maximum borrowing of $300 million.

On June 30, 2008, the Corporation entered into a Credit Agreement which allowed for a one-time borrowing of $50 million in
the form of a term loan. The Corporation paid off the term loan during 2009.

Certain of the above borrowing arrangements include covenants which limit the assumption of additional debt and lease
obligations. The Corporation has been and currently is in compliance with the covenants related to these debt agreements. The
fair value of the Corporation's outstanding variable rate long-term debt obligations at year-end 2009 approximates the carrying
value. The fair value of the Corporation's outstanding fixed rate long-term debt obligations is estimated to be $151 million,
slightly above the carrying value of $150 million.
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Income Taxes
Significant components of the provision for income taxes including those related to noncontrolling interest and discontinued
operations are as follows:

(In thousands) 2009 2008 2007
Current:
Federal $ 5,400 $18,165 $53,965
State (278) 2,402 6,588
Foreign 780 482 811
Current provision 5,902 21,049 61,364
Deferred:
Federal (5,065) 3,265 (3,031)
State (2,673) 222 (333)
Foreign 422 (954) (418)
Deferred provision (7,316) 2,533 (3,802)
$(1,414) $23,582 $57,562

The differences between the actual tax expense (benefit) and tax expense (benefit) computed at the statutory U.S. Federal tax
rate are explained as follows:

2009 2008 2007
Federal statutory tax expense (benefit) $(2,750) $24,161 $62,000
State taxes, net of federal tax effect (1,919) 1,813 4,049
Credit for increasing research activities (1,100) (1,700) (1,600)
Deduction related to domestic production activities (316) (1,242) (2,383)
Foreign income tax 1,202 543 393
Excludable foreign income (670) (1,096) (3,355)
True-up of deferred tax items 2,137 436 (1,028)
Basis in subsidiary 4,378 (3,073) -
Valuation allowance (3.073) 3,073 -
Uncertain tax positions 636 814 911
Other tax credits (213) (400) (400)
Other — net 274 254 (1,107)
Total income tax expense (benefit) $(1,414) $23,583 $57,280

The Corporation recorded additional deferred tax assets in 2008 for the tax basis in the stock of a subsidiary in excess of the net
tax basis of the subsidiary's assets and liabilities. As a result of managements change in intent of potential disposition of this
subsidiary the deferred tax assets and related valuation allowance were reduced.

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for income tax purposes.
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Significant components of the Corporation's deferred tax liabilities and assets are as follows:

(In thousands) 2009 2008 2007
Net long-term deferred tax liabilities:
Tax over book depreciation $ 1,334 $ (1,028) $ 1614
Compensation 3,221 3,175 4,624
Goodwill (40,314) (42.802) (38.539)
Basis in subsidiary - 5,314 -
Valuation allowance - (1,981) -
Other — net 11,532 12,051 5,649
Total net long-term deferred tax liabilities (24,227) (25,271) (26,672)
Net current deferred tax assets:
Allowance for doubtful accounts 2,337 2,601 3,491
Vacation accrual 4,029 3,646 5,302
Inventory differences 3,845 3,878 2.572
Deferred income (2,798) (3.836) (4,484)
Warranty accruals 4,742 5,177 4,234
Valuation allowance - (1,092) -
Other — net 8,144 5,939 6,713
Total net current deferred tax assets 20,299 16,313 17.828
Net deferred tax (liabilities) assets $(3.928) $(8.9358) $ (8.844)

The Corporation adopted new FASB authoritative guidance on accounting for uncertainty in income taxes effective December
31, 2006, the beginning of fiscal 2007. As a result of the adoption, the Corporation recognized a $1.7 million increase in the
liability for unrecognized benefits. This increase in liability resulted in a decrease to the December 31, 2006 retained earnings
balance in the amount of $0.5 million and a reduction in deferred tax liabilities of $1.2 million.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

(In thousands) 2009 2008 2007
Unrecognized tax benefits, beginning of period $3.,646 $2.839 $3.895
Increases (decreases) in positions taken in a prior period 7D 796 49
Decreases in positions taken in a prior period (500) (52) ©6)
Increases in positions taken in a current period 651 834 1,018
Decreases due to settlements (204) (391) 2,117)
Decrease due to lapse of statute of limitations (76) (380) -
Unrecognized tax benefits, end of period $3,446 $3,646 $2,839

The amount of unrecognized tax benefits which would impact the Corporation's effective tax rate, if recognized, was $3.2
million at January 2, 2010, $3.2 million at January 3, 2009 and $2.3 million at December 29, 2007.

The Corporation recognized interest accrued related to unrecognized tax benefits in interest expense and penalties in operating
expenses which is consistent with the recognition of these items in prior reporting. Interest and penalties recognized in the
Consolidated Statements of Income amounted to a benefit of $0.1 million. The Corporation had recorded a liability for interest
and penalties related to unrecognized tax benefits of $0.4 million, $0.4 million, and $0.4 million as of January 2, 2010, January
3, 2009, and December 29, 2007, respectively.

The Internal Revenue Service (the "IRS") has completed the examination of all federal income tax returns through 2004 with no
issues pending or unresolved. The years 20035 through 2009 remain open for examination by the IRS. The years 2005 through
2009 are currently under examination or remain open to examination by several states.

As of January 2, 2010, it is reasonably possible the amount of unrecognized tax benefits may increase or decrease within the
twelve months following the reporting date. These increases or decreases in the unrecognized tax benefits would be due to new
positions that may be taken on income tax returns, settlement of tax positions and the closing of statutes of limitation. It is not
expected that any of the changes will be material individually or in total to the results or financial position of the Corporation.
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Derivative Financial Instruments

The Corporation uses derivative financial instruments to reduce its exposure to adverse fluctuations in interest rates. On the
date a derivative is entered into, the Corporation designates the derivative as (i) a fair value hedge, (i1) a cash flow hedge, (i11) a
hedge of a net investment in a foreign operation or (iv) a risk management instrument not eligible for hedge accounting. The
Corporation recognizes all derivatives on its consolidated balance sheet at fair value.

In June 2008, the Corporation entered into an interest rate swap agreement, designated as a cash flow hedge, for purposes of
managing its benchmark interest rate fluctuation risk. Under the interest rate swap agreement, the Corporation pays a fixed rate
of interest and receives a variable rate of interest equal to the one-month LIBOR as determined on the last day of each monthly
settlement period on an aggregated notional principal amount of $50 million. The net amount paid or received upon monthly
settlements is recorded as an adjustment to interest expense, while the change in fair value is recorded as a component of
accumulated other comprehensive income in the equity section of the Corporation's Consolidated Balance Sheet. The interest
rate swap agreement matures in 2011.

The aggregate fair market value of the interest rate swap as of January 2, 2010 was a liability of $2.5 million, of which $1.9
million is included in current liabilities and $0.6 million is included in long-term liabilities in the Corporation's Consolidated
Balance Sheet as of January 2, 2010. For the year ended January 2, 2010, the Corporation recorded a deferred net loss of $1.1
million in other comprehensive income and reclassified $1.7 million of losses from other comprehensive income to current
period earnings as interest expense in its Consolidated Statements of Income.

As of January 2, 2010, $1.2 million of deferred net losses, net of tax, included in equity ("Accumulated other comprehensive
mcome" in the Corporation's Consolidated Balance Sheets) related to this interest rate swap, are expected to be reclassified to
current earnings ("Interest expense" in the Corporation's Consolidated Statement of Income) over the next twelve months.

Fair Value Measurements of Financial Instruments

For recognition purposes, on a recurring basis the Corporation is required to measure at fair value its marketable securities and
its investment in target funds. The marketable securities were comprised of investments in money market funds. The target
funds are reported as both current and noncurrent assets based on the portion that is anticipated to be used for current
operations. When available the Corporation uses quoted market prices to determine fair value and classify such measurements
within Level 1. In some cases where market prices are not available, the Corporation makes use of observable market based
mputs to calculate fair value, in which case the measurements are classified within Level 2.

Assets measured at fair value for the year ended January 2, 2010 were as follows:

Quoted prices in Significant
Fair value as of  active markets for ~ Significant other unobservable
measurement identical assets observable inputs inputs
(In thousands) date (Level 1) (Level 2) (Level 3)
Investment in target funds $ 5,744 $ - $ 5,744 $ -
Derivative financial instrument $(2.548) $ - $(2.548) $ -

Assets measured at fair value for the Corporation's fiscal year ended January 3, 2009 were as follows:

Quoted prices Significant
in active other Significant
Fair value as of markets for observable unobservable
measurement identical assets inputs inputs
(In thousands) date (Level 1) (Level 2) (Level 3)
Marketable securities $ 3,696 $ 3.696 $ - $ -
Investment in target funds $ 25,047 $ - $ 25,047 $ -
Derivative financial instrument $(3.106) $ - $(3.106) $ -
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Shareholders' Equity

2009 2008 2007
Common Stock, $1 Par Value
Authorized 200,000,000 200,000,000 200,000,000
Issued and outstanding 45,093,379 44,324,409 44,834,519
Preferred Stock, $1 Par Value
Authorized 2,000,000 2,000,000 2,000,000

Issued and outstanding

The Corporation purchased 0; 1,004,700 and 3,581,707 shares of its common stock during 2009, 2008, and 2007, respectively.
The par value method of accounting is used for common stock repurchases. The excess of the cost of shares acquired over their
par value is allocated to Additional Paid-In Capital with the excess charged to Retained Earnings on the Corporation's

Consolidated Balance Sheet.

The following table reconciles net income to comprehensive income attributable to HNI Corporation:

(In thousands) 2009 2008 2007
Net income (loss) $ (6,259) $ 45,607 $119,960
Other comprehensive income, net of income tax as applicable:
Foreign currency translation adjustments 94) 1,355 765
Change in unrealized gains (losses) on marketable securities 134 14 (148)
Change in pension and postretirement liability 745 (2,184) 3,291
Change in derivative financial instruments 348 (1,938) -
Comprehensive income (loss) (5,126) 42.854 123,868
Comprehensive income attributable to noncontrolling interest 183 157 (418)
Comprehensive income (loss) attributable to HNI Corporation $ (5,309) $ 42,697 $124,286

The following table summarizes the components of accumulated other comprehensive loss and the changes in accumulated

other comprehensive loss, net of tax as applicable:

Foreign Unrealized Accumulated
Currency Gains (Losses) Pension Derivative Other
Translation on Marketable  Postretirement Financial Comprehensive
(In thousands) Adjustment Securities Liability Instruments Loss
Balance at December 30, 2006 $ 1,500 $ - $(4.562) $ - $(3.062)
Change during year 765 (148) 3,291 - 3,908
Balance at December 29, 2007 2,265 (148) (1,271) - 846
Change during year 1,355 14 (2,184) (1,938) (2,753)
Balance at January 3, 2009 3,620 (134) (3,455) (1,938) (1,907)
Change during year 94) 134 745 348 1,133
Balance at January 2, 2010 $ 3,526 $ - $(2,710) $(1,590) $ (774)

In May 2007, the Corporation registered 300,000 shares of its common stock under its 2007 Equity Plan for Non-Employee
Directors of HNI Corporation, as amended (the "Director Plan"). This plan permits the Corporation to issue to its non-
employee directors options to purchase shares of Corporation common stock, restricted stock of the Corporation and awards of
Corporation common stock. The plan also permits non-employee directors to elect to receive all or a portion of their annual
retainers and other compensation in the form of shares of Corporation common stock. Upon approval of this plan in May 2007,
no awards are granted under the 1997 Equity Plan for Non-Employee Directors of HNI Corporation, but all outstanding awards
previously granted under that plan shall remain outstanding in accordance with their terms. During 2009, 2008, and 2007,
39.914; 31,599, and 17,349 shares, respectively, of Corporation common stock were issued under these plans.

Cash dividends declared and paid per share for each year are:

(In dollars) 2009

2008 2007

Common shares $.86

$.86 $.78

During 2002, shareholders approved the 2002 Members' Stock Purchase Plan, as amended January 1, 2007. Under the plan,

800,000 shares of common stock were registered for issuance to participating members.

On June 12, 2009 an additional

1,000,000 shares of common stock were registered for issuance to participating members. Beginning on June 30, 2002, rights
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to purchase stock are granted on a quarterly basis to all members who customarily work 20 hours or more per week and who
customarily work for five months or more in any calendar year. The price of the stock purchased under the plan 1s 85% of the
closing price on the exercise date. No member may purchase stock under the plan in an amount which exceeds a maximum fair
value of $25,000 in any calendar year. During 2009, 147,723 shares of common stock were issued under the plan at an average
price of $13.77. During 2008, 209,061 shares of common stock were issued under the plan at an average price of $17.90.
During 2007, 127,436 shares of common stock were issued under the plan at an average price of $33.43. An additional 923,396
shares were available for issuance under the plan at January 2, 2010.

The Corporation has entered into change in control employment agreements with certain corporate officers and other key
members. According to the agreements, a change in control occurs when a third person or entity becomes the beneficial owner of
20% or more of the Corporation's common stock when more than one-third of the Board is composed of persons not
recommended by at least three-fourths of the incumbent Board, upon certain business combinations involving the Corporation or
upon approval by the Corporation's sharcholders of a complete liquidation or dissolution. Upon a change in control, a key
member is deemed to have a two-year employment agreement with the Corporation, and all of his or her benefits vest under the
Corporation's compensation plans. If, at any time within two years of the change in control, his or her employment 1s terminated
by the Corporation for any reason other than cause or disability, or by the key member for good reason, as such terms are defined in the
agreement, then the key member is entitled to receive, among other benefits, a severance payment equal to two times (three times for
the Corporation's Chairman, President and CEO) annual salary and the average of the prior two years' bonuses.

Stock-Based Compensation

Under the Corporation's 2007 Stock-Based Compensation Plan (the "Plan"), as amended effective May 8, 2007, the Corporation
may award options to purchase shares of the Corporation's common stock and grant other stock awards to executives, managers
and key personnel. Upon shareholder approval of the Plan in May 2007, no future awards were granted under the Corporation's
1995 Stock-Based Compensation Plan, but all outstanding awards previously granted under that plan shall remain outstanding
mn accordance with their terms. As of January 2, 2010, there were approximately 3.3 million shares available for future issuance
under the Plan. The Plan is administered by the Human Resources and Compensation Committee of the Board. Restricted
stock awarded under the Plan is expensed ratably over the vesting period of the awards. Stock options awarded to members
under the Plan must be at exercise prices equal to or exceeding the fair market value of the Corporation's common stock on the
date of grant. Stock options are generally subject to four-year cliff vesting and must be exercised within 10 years from the date
of grant.

As discussed above, the Corporation also has a shareholder approved Members' Stock Purchase Plan (the "MSP Plan"). The
price of the stock purchased under the MSP Plan is 85% of the closing price on the applicable purchase date. During 2009,
147,723 shares of the Corporation's common stock were issued under the MSP Plan at an average price of $13.77.

The Corporation measures the cost of employee services in exchange for an award of equity instruments based on the grant-date
fair value of the award and recognizes cost over the requisite service period.

Compensation cost that has been charged against operations for the two plans described above was $3.8 million, $1.6 million,
and $3.6 million for the years ended January 2, 2010, January 3, 2009, and December 29, 2007, respectively. The total income
tax benefit recognized in the income statement for share-based compensation arrangements was $1.3 million, $0.5 million, and
$1.2 million for the years ended January 2, 2010, January 3, 2009, and December 29, 2007, respectively.

The stock compensation expense for the years ended January 2, 2010, January 3, 2009, and December 29, 2007, was estimated
on the date of grant using the Black-Scholes option-pricing model that used the following assumptions by grant year:

Year Ended Year Ended Year Ended
Jan. 2, 2010 Jan. 3, 2009 Dec. 29, 2007
Expected term 7 years 7 years 7 years
Expected volatility:
Range used 33.83% 25.62% - 30.61% 26.97%
Weighted-average 33.83% 26.15% 26.97%
Expected dividend yield:
Range used 4.00% 2.71% - 5.06% 1.60%
Weighted-average 4.00% 3.11% 1.60%
Risk-free interest rate:
Range used 3.04% 3.48% - 4.62% 4.71%
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Expected volatilities are based on historical volatility as the Corporation does not feel that future volatility over the expected
term of the options is likely to differ from the past. The Corporation used a simple-average calculation method based on
monthly frequency points for the prior seven years. The Corporation normally uses the current dividend yield as there are no
plans to substantially increase or decrease its dividends. For options issued in February, 2009 the Corporation used the average
dividend yield over the prior two years due to the large drop in the market at the date of grant resulting in an unsustainable
dividend yield. The Corporation elected to continue to use the simplified method to determine the expected term since the
awards qualified as "plain vanilla" options. The risk-free interest rate was sclected based on yields from U.S. Treasury zero-
coupon issues with a remaining term equal to the expected term of the options being valued.

The following table summarizes the changes in outstanding stock options since the beginning of fiscal 2007.

Weighted-Average

Number of Shares Exercise Price
Outstanding at December 30, 2006 1,173,616 $35.27
Granted 185,823 48.66
Exercised (214,000) 24.86
Forfeited (102,373) 46.14
Outstanding at December 29, 2007 1,043,066 $38.72
Granted 560,786 28.70
Exercised (19,500) 21.00
Forfeited or Expired (119,293) 38.13
Outstanding at January 3, 2009 1,465,059 $35.17
Granted 497,734 10.36
Exercised (41,750) 18.31
Forfeited or Expired (65,409) 31.22
Outstanding at January 2, 2010 1,855,634 $29.03

A summary of the Corporation's nonvested shares as of January 2, 2010 and changes during the year are presented below:

Weighted-Average

Nonvested Shares Shares Grant-Date Fair Value
Nonvested at January 3, 2009 872,409 $11.11
Granted 497,734 2.53
Vested (121,200) 15.77
Forfeited (35,009) 9.59
Nonvested at January 2, 2010 1,213,934 $7.17

At January 2, 2010, there was $3.0 million of unrecognized compensation cost related to nonvested stock option awards, which
the Corporation expects to recognize over a weighted-average period of 1.2 years. Information about stock options that are
vested or expected to vest and that are exercisable at January 2, 2010, follows:

Weighted-Average Aggregate
Weighted-Average Remaining Life Intrinsic Value
Options Number Exercise Price In Years ($000s)
Vested or expected to vest 1,720,542 $29.50 6.6 -
Exercisable 670,700 $34.43 3.6 -

The weighted-average grant-date fair value of options granted was $2.53, $6.64, and $15.67, for 2009, 2008, and 2007,
respectively. Other information for the last three years follows:

(In thousands) Jan. 2, 2010 Jan. 3, 2009 Dec. 29, 2007
Total fair value of shares vested $1,911 $2.358 $2.261
Total intrinsic value of options exercised 312 222 4,673
Cash received from exercise of stock options 307 410 5,321
Tax benefit realized from exercise of stock options 109 79 1,551

In 2009 the Corporation issued restricted stock units ("RSUs") to executives, managers and key personnel. The RSUs vest at
the end of three years after the grant date. No dividends are accrued on the RSUs. The share-based compensation expense
associated with the RSUs is based on the quoted market price of HNI Corporation shares on the date of grant less the discounted
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present value of dividends not received on the shares and is amortized to expense using the straight-line method from the grant
date through the carlier of the vesting date or the estimated retirement eligibility date.

During the year ended January 2, 2010, RSU activity was as follows:

Weighted-Average

Number Grant Date
Of Shares Fair Value

Outstanding at January 3, 2009 -
Granted 698,641 $7.87
Vested - -
Forfeited (17,685) 7.84
Outstanding at January 2, 2010 680,956 $7.87

At January 2, 2010, there was $3.4 million of unrecognized compensation cost related to RSUs which the Corporation expects
to recognize over a weighted average period of 1.2 years.

Retirement Benefits

The Corporation has defined contribution profit-sharing plans covering substantially all employees who are not participants in
certain defined benefit plans. The Corporation's annual contribution to the defined contribution plans is based on employee
eligible earnings and results of operations and amounted to $20.3 million, $24.5 million, and $28.1 million, in 2009, 2008, and
2007, respectively. A portion of the annual contribution is in the form of common stock of the Corporation. The amount of the
stock contribution was $6.6 million in 2009, 2008, and 2007.

The Corporation sponsors defined benefit plans which include a limited number of salaried and hourly members at certain
subsidiaries. The Corporation's funding policy is generally to contribute annually the minimum actuarially computed amount.
Net pension costs relating to these plans were $291,000, $0, and $0, in 2009, 2008, and 2007, respectively. The actuarial
present value of obligations, less related plan assets at fair value, is not significant.

The Corporation also participates in a multi-employer plan, which provides defined benefits to certain of the Corporation's
union employees. Pension expense for this plan amounted to $217,000, $320,000, and $376,000, in 2009, 2008, and 2007,
respectively.

Postretirement Health Care

Guidance on employers' accounting for other postretirement plans requires recognition of the overfunded or underfunded status
on the balance sheet. Under this guidance, gains and losses, prior services costs and credits and any remaining transition
amounts under previous guidance that have not yet been recognized through net periodic benefit cost are recognized in
accumulated other comprehensive income (loss), net of tax effects, until they are amortized as a component of net periodic
benefit cost. Also, the measurement date — the date at which the benefit obligation and plan assets are measured — is required to
be the Corporation's fiscal year-end.
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(In thousands) 2009 2008 2007
Change in benefit obligation
Benefit obligation at beginning of year $ 14,864 $ 15,603 $ 19,082
Service cost 391 396 480
Interest cost 959 963 1,067
Plan changes - - (584)
Benefits paid (823) (1,147) (1,361)
Actuarial (gain)/loss (137) (951) (3,081)
Benefit obligation at end of year $ 15,254 $ 14,864 $ 15,603
Change in plan assets
Fair value at beginning of year $ - $ 5.819 $ 6,693
Actual return on assets - (274) 487
Employer contribution 823 159 -
Transferred out - 4.557) -
Benefits paid (823) (1,147) (1,361)
Fair value at end of year $ - $ - $ 5.819
Funded Status of Plan $(15,254) $(14,864) $ (9,784)
Amounts recognized in the Statement of Financial Position consist of:
Current liabilities $ 1,067 $ 1,089 $ -
Noncurrent liabilities $ 14,187 $ 13,775 $ 9,784
Amounts recognized in Accumulated Other Comprehensive Income (before
tax) consist of:
Actuarial (gain)/loss $ (1,720) $ (1.592) $ (1.273)
Transition (asset)/obligation 1,639 2,147 2,654
Prior service cost - - -
$ @1 $ 555 $ 1,381
Change in Accumulated Other Comprehensive Income (before tax):
Amount disclosed at beginning of year $ 555 $ 1.381 $ 6,118
Actuarial (gain)/loss (137) (319) -
Amortization of actuarial gain or loss 9 - (3.342)
Amortization of transition amount (508) (507) (964)
Amortization of prior service cost - - 431)
Amount disclosed at end of year $ @1 $ 555 $ 1.381
Estimated Future Benefit Payments (In thousands)
Fiscal 2010 1,067
Fiscal 2011 1,055
Fiscal 2012 1,047
Fiscal 2013 1,046
Fiscal 2014 1,052
Fiscal 2015 — 2019 5,738
Expected Contributions During Fiscal 2010
Total $1,067

The discount rates at fiscal year-end 2009, 2008, and 2007, were 5.7%, 6.7%, and 6.4%, respectively. The Corporation
payment for these benefits has reached the maximum amounts per the plan; therefore, healthcare trend rates have no impact on
the Corporation's cost. Approximately $4.5 million of assets previously held in a voluntary employee benefit association
(VEBA) fund designated to pay retiree healthcare claims were transferred into a VEBA fund designated to pay active healthcare
claims during 2008. As such there were no funds designated as plan assets as of end of 2008 and 2009.
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Components of Net Periodic Postretirement Benefit Cost (in thousands) 2010

Service cost $ 391
Interest cost 959
Amortization of net (gain)/loss )
Amortization of unrecognized transition (asset)/obligation _ 508
Net periodic postretirement benefit cost/(income) $1.849

A discount rate of 5.7% was used to determine net periodic benefit cost for 2010. The discount rate is set at the measurement
date to reflect the yield of a portfolio of high quality, fixed income debt instruments. There are no plan assets invested.

Leases
The Corporation leases certain warchouse and plant facilities and equipment. Commitments for minimum rentals under non-

cancelable leases at the end of 2009 are as follows:

Capitalized Operating

(In thousands) Leases Leases
2010 $ 40 $31,640
2011 0 26,863
2012 - 13,094
2013 - 6,648
2014 - 5,855
Thereafter - 13,691
Total minimum lease payments 40 $97.791
Less: amount representing interest 1

Present value of net minimum lease payments, including current maturities of $39 $39

Property, plant and equipment at year-end include the following amounts for capitalized leases:

(In thousands) 2009 2008 2007
Buildings $ - $ - $3,299
Machinery and equipment 438 869 906
Office equipment - - -
438 869 4,205

Less: allowances for depreciation 148 126 3,084
$ 290 $ 743 $1,121

The Corporation purchased the leased building and sold it during 2008.

Rent expense for the years 2009, 2008, and 2007, amounted to approximately $39.4 million, $43.2 million, and $35.6 million,
respectively. The Corporation has an operating lease for a production facility with annual rentals totaling approximately
$401,000 with a corporation in which the minority owner of one of the Corporation's consolidated subsidiaries is an investor.
There was no contingent rent expense under either capitalized and operating leases (generally based on mileage of
transportation equipment) for the years 2009, 2008, and 2007.

Guarantees, Commitments and Contingencies

The Corporation utilizes letters of credit in the amount of $18 million to back certain financing instruments, insurance policies
and payment obligations. The letters of credit reflect fair value as a condition of their underlying purpose and are subject to fees
competitively determined.

The Corporation is involved in various kinds of disputes and legal proceedings that have arisen in the course of its business,
including pending litigation, environmental remediation, taxes, and other claims. It is the Corporation's opinion, after
consultation with legal counsel, that additional liabilities, if any, resulting from these matters are not expected to have a material
adverse effect on the Corporation's quarterly or annual operating results and cash flows when resolved in a future period.

Significant Customer
One office furniture customer accounted for approximately 9%, 10%, and 11% of consolidated net sales in 2009, 2008, and
2007, respectively.
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Operating Segment Information

Management views the Corporation as being in two operating segments: office furniture and hearth products, with the former
being the principal segment. The office furniture segment manufactures and markets a broad line of metal and wood
commercial and home office furniture which includes storage products, desks, credenzas, chairs, tables, bookcases, freestanding
office partitions and panel systems and other related products. The hearth products segment manufactures and markets a broad
line of gas, electric, wood and biomass burning fireplaces, inserts, stoves, facings and accessories, principally for the home.

For purposes of segment reporting, intercompany sales transfers between segments are not material, and operating profit is
mcome before income taxes exclusive of certain unallocated corporate expenses. These unallocated corporate expenses include
the net costs of the Corporation's corporate operations, interest income, and interest expense. Management views interest
mcome and expense as corporate financing costs and not as an operating segment cost. In addition, management applies an
effective income tax rate to its consolidated income before income taxes so income taxes are not reported or viewed internally
on a segment basis. Identifiable assets by segment are those assets applicable to the respective industry segments. Corporate
assets consist principally of cash and cash equivalents, short-term investments, long-term investments and corporate office real
estate and related equipment.

No geographic information for revenues from external customers or for long-lived assets is disclosed since the Corporation's
primary market and capital investments are concentrated in the United States.

Reportable segment data reconciled to the consolidated financial statements for the years ended 2009, 2008, and 2007, 1s as follows
for continuing operations:

(In thousands) 2009 2008 2007
Net sales:
Office furniture $1,370,197 $2,054,037 $2,108,439
Hearth products 286,092 423,550 462,033
$1,656,289 $2.477,587 $2.570,472
Operating profit:
Office furniture @ $ 50,376 $ 101,447 $ 195,274
Hearth products ® (17,194) 11,759 36,444
Total operating profit 33,182 113,206 231,718
Unallocated corporate expenses (40,855) (44,016) (53,992)
Income (loss) before income taxes $ (7.673) $ 69,190 $ 177726
Depreciation and amortization expense:
Office furniture $ 52137 $ 50,511 $ 49294
Hearth products 19,041 15,212 14,453
General corporate 3,689 4,432 4,426
$ 74,867 $ 70,155 $ 68,173
Capital expenditures:
Office furniture $ 13482 $ 59,101 $ 47408
Hearth products 3,484 10,530 8,736
General corporate 588 1,865 2,770
$ 17,554 $ 71,496 $ 58914
Identifiable assets:
Office furniture $ 579,187 $ 730,348 $ 724,447
Hearth products 291,518 326,168 356,273
General corporate 123,621 109,113 126,256
$ 994,326 $1,165,629 $1,206,976

® Included in operating profit for the office furniture segment are pretax charges of $34.9, $25.5 million, and $8.7 million,
for closing of facilities and impairment charges in 2009, 2008, and 2007, respectively.

® Included in operating profit for the hearth products segment are pretax charges of $5.5, $0.3 million, and $1.1 million for closing
facilities in 2009, 2008, and 2007, respectively.

Summary of Quarterly Results of Operations (Unaudited)

The following table presents certain unaudited quarterly financial information for each of the past 12 quarters. In the opinion of
the Corporation's management, this information has been prepared on the same basis as the consolidated financial statements
appearing elsewhere in this report and includes all adjustments (consisting only of normal recurring accruals) necessary to
present fairly the financial results set forth herein. Results of operations for any previous quarter are not necessarily indicative
of results for any future period.

-57-



Year-End 2009: First Second Third Fourth
(In thousands, except per share data) Quarter Quarter Quarter Quarter
Net sales $405,666 $382,990 $453,956 $413,677
Cost of products sold 280,931 253,509 287,352 263,716
Gross profit 124,735 129,481 166,604 149,961
Selling and administrative expenses 136,257 124,766 129,897 135,426
Restructuring related charges (income) 5,085 3,878 4,440 27,040
Operating income (loss) (16,607) 837 32,267 (12,505)
Interest income (expense) — net (3,063) (2,924) (3,116) (2,562)
Income (loss) from continuing operations before tax (19,670) (2,087) 29,151 (15,067)
Income taxes (7.811) (697) 11,391 (4,297)
Net income attributable to the noncontrolling interest 27 7 146 3
Net income (loss) attributable to Parent Company $(11,886) ($ 1.397) $17614 $(10,773)
Net income (loss) per common share — basic ($0.27) ($0.03) $0.39 $(0.24)
Weighted-average common shares outstanding — basic 44,612 44,895 44,994 45,054
Net income (loss) per common share — diluted $(0.27) $(0.03) $0.39 $(0.24)
Weighted-average common shares outstanding — diluted 44,612 44,895 45,598 45,054
As a Percentage of Net Sales
Net sales 100.0% 100.0% 100.0% 100.0%
Gross profit 30.7 33.8 36.7 36.3
Selling and administrative expenses 33.6 32.6 28.6 32.7
Restructuring related charges 1.3 1.0 1.0 6.5
Operating income (loss) “.Dn 0.2 7.1 3.0)
Income taxes (1.9 0.2) 2.5 (1.0)
Net income (loss) attributable to Parent Company 2.9 0.4) 3.9 (2.6)
Year-End 2008: First Second Third Fourth
(In thousands, except per share data) Quarter Quarter Quarter Quarter
Net sales $563,383 $613,114 $663,141 $637,949
Cost of products sold 379,345 403,671 438,423 427,536
Gross profit 184,038 209,443 224,718 210,413
Selling and administrative expenses 172,555 182,673 189,577 173,065
Restructuring related charges (income) 818 2,029 1,497 21,515
Operating income 10,665 24,741 33,644 15,833
Interest income (expense) — net (3.414) (4,184) (4,037) (4,058)
Income from continuing operations before tax 7,251 20,557 29,607 11,775
Income taxes 3.130 7,098 10,101 3,254
Net income attributable to the noncontrolling interest 144 (10) 17 6
Net income attributable to Parent Company $ 3,977 $ 13,469 $19,489 $ 8,515
Net income per common share — basic $0.09 $0.30 $0.44 $0.19
Weighted-average common shares outstanding — basic 44,537 44,233 44213 44,259
Net income per common share — diluted $0.09 $0.30 $0.44 $0.19
Weighted-average common shares outstanding — diluted 44,706 44,370 44,340 44,386
As a Percentage of Net Sales
Net sales 100.0% 100.0% 100.0% 100.0%
Gross profit 32.7 342 33.9 33.0
Selling and administrative expenses 30.6 29.8 28.6 27.1
Restructuring related charges 0.1 0.3 0.2 34
Operating income 1.9 4.0 5.1 2.5
Income taxes 0.6 1.2 1.5 0.5
Net income attributable to Parent Company 0.7 2.2 2.9 1.3
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Year-End 2007: First Second Third Fourth

(In thousands, except per share data) Quarter Quarter Quarter Quarter
Net sales $609,200 $618,160 $674,628 $668.484
Cost of products sold 402,500 402,523 434,385 425,289
Gross profit 206,700 215,637 240,243 243,195
Selling and administrative expenses 170,814 169,559 176,904 185,052
Restructuring related charges (income) (136) 728 4,264 4,932
Operating income 36,022 45,350 59,075 53,211
Interest income (expense) — net (4,036) 4,578) (4,489) (3.829)
Income from continuing operations before tax 31,986 40,772 54,586 49,382
Income taxes 11,379 14,417 19,377 12,107
Net income attributable to the noncontrolling interest (44) (38) (98) (238)
Income from continuing operations 20,651 26,393 35,307 37,513
Discontinued operations, less applicable taxes 30 484 - -
Net income attributable to Parent Company $20,681 $26,877 $35,307 $37,513
Net income from continuing operations — basic $ 43 $ 50 $ 76 $ 82
Net income from discontinued operations — basic .00 .01 - -
Net income per common share — basic $ 43 $ 57 $ 76 $ 82
Weighted-average common shares outstanding — basic 47,996 46,937 46,256 45,550
Net income from continuing operations — diluted $ 43 $ 50 $ 76 $ 82
Net income from discontinued operations — diluted .00 .01 - -
Net income per common share — diluted $ 43 $ 57 $ 76 $ 82

Weighted-average common shares outstanding — diluted 48,278 47,199 46,487 45,775

As a Percentage of Net Sales
Net sales 100.0% 100.0% 100.0% 100.0%
Gross profit 33.9 349 35.6 36.4
Selling and administrative expenses 28.0 27.4 26.2 27.7
Restructuring related charges 0.0) 0.1 0.6 0.7
Operating income 5.9 7.3 8.8 8.0
Income taxes 1.9 2.3 2.9 1.8
Income from continuing operations 34 43 52 5.6
Discontinued operations, less applicable taxes 0.0 0.1 - -
Net income attributable to Parent Company 34 4.3 52 5.6

INVESTOR INFORMATION

Common Stock Market Prices and Dividends (Unaudited)
Quarterly 2009 — 2007

2009 by Dividends
Quarter High Low per Share
I* $17.29 $7.70 $.215
2nd 19.00 11.00 215
3 24.26 15.85 215
4™ 29.40 21.94 215
Total Dividends Paid $.86
2008 by Dividends
Quarter High Low per Share
I* $37.97 $26.64 $.215
2nd 28.37 18.07 215
3 34.37 16.71 215
4™ 25.76 9.09 215
Total Dividends Paid $.86
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2007 by Dividends
Quarter High Low per Share
1™ $51.65 $43.95 $.195
2 47.94 40.14 195
31 4535 35.56 195
4" 44.32 33.79 195
Total Dividends Paid $.78
Common Stock Market Price and Price/Earnings Ratio (Unaudited)
Fiscal Years 2009 — 2005
Market Price Diluted Price/Earnings Ratio
Earnings
per
Year High Low Share High Low
2009 $29.40 $7.70 $(0.14) (210) (35)
2008 37.97 9.09 1.02 37 9
2007 51.65 33.79 2.57 20 13
2006 61.68 38.34 2.45 25 16
2005 62.41 38.80 2.50 25 16
Five-Year Average 2 0)
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS
HNI CORPORATION AND SUBSIDIARIES
January 2, 2010
COL. A COL.B COL. C COL.D COL.E
ADDITIONS
@)
(1) CHARGED | CHARGED
BALANCE AT TO COSTS TO OTHER BALANCE
BEGINNING AND ACCOUNTS DEDUCTIONS AT END OF
DESCRIPTION OF PERIOD EXPENSES (DESCRIBE) (DESCRIBE) PERIOD
(In thousands)
Year ended January 2, 2010:
Allowance for doubtful accounts $ 8,788 $2,511 - $4,889 (A) $6,410
Valuation allowance for deferred
tax asset 3,073 (3,073) - - -
Year ended January 3, 2009:
Allowance for doubtful accounts $11,458 $3.107 - $5,777 (A) $8.788
Valuation allowance for deferred
tax asset - $3,073 - - $3,073
Year ended December 29, 2007:
Allowance for doubtful accounts $12,796 $3,906 - $5,244 (A) $11,458

Note A: Excess of accounts written off over recoveries.
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ITEM 15(c) - INDEX OF EXHIBITS

Exhibit Number
3.D
(3.2)
(10.1)

(10.2)
(10.3)

(10.4)

(10.5)

(10.6)
(10.7)

(10.8)

(10.9)

(10.10)

(10.11)

(10.12)

(10.13)

(10.14)

(10.15)
(10.16)

Description of Document

Articles of Incorporation of HNI Corporation, as amended”

By-laws of HNI Corporation, as amended”

HNI Corporation 2007 Stock-Based Compensation Plan, as amended, incorporated by reference to
Exhibit 10.1 to the Registrant's Quarterly Report on Form 10-Q for the quarter ended April 4, 2009*

2007 Equity Plan for Non-Employee Directors of HNI Corporation, as amended*”

Form of HNI Corporation Change In Control Employment Agreement, incorporated by reference to
Exhibit 10.1 to the Registrant's Current Report on Form 8-K filed November 16, 2006*

HNI Corporation ERISA Supplemental Retirement Plan, as amended effective January 1, 20035,
mcorporated by reference to Exhibit 10.3 to the Registrant's Quarterly Report on Form 10-Q for the
quarter ended September 29, 2007*

Form of HNI Corporation Amended and Restated Indemnity Agreement, incorporated by reference to
Exhibit 10.1 to the Registrant's Current Report on Form 8-K filed November 14, 2007*

Form of 2007 Equity Plan For Non-Employee Directors of HNT Corporation Participation Agreement*”

Form of HNI Corporation 2007 Stock-Based Compensation Plan Stock Option Award Agreement,
mcorporated by reference to Exhibit 10.1 to the Registrant's Quarterly Report on Form 10-Q for the
quarter ended July 4, 2009*

Credit Agreement dated as of January 28, 2005, by and among HNI Corporation, as Borrower, certain
domestic subsidiaries of the Borrower from time to time party thereto, as Guarantors, the lenders partics
thereto and Wachovia Bank, National Association, as Administrative Agent, incorporated by reference to
Exhibit 10.1 to the Registrant's Current Report on Form 8-K filed February 2, 20035

Description of Material Compensatory Arrangements Contained in Offer Letter between HNI
Corporation and Kurt Tjaden, incorporated by reference to Exhibit 10.3 to the Registrant's Quarterly
Report on Form 10-Q for the quarter ended September 27, 2008*

HNI Corporation Long-Term Performance Plan, as amended effective January 1, 2005, incorporated by
reference to Exhibit 10.6 to the Registrant's Quarterly Report on Form 10-Q for the quarter ended
September 29, 2007*

First Amendment to Credit Agreement dated as of December 22, 2005, by and among HNI Corporation,
as Borrower, certain domestic subsidiaries of the Borrower from time to time party thereto, as
Guarantors, the lenders parties thereto and Wachovia Bank, National Association, as Administrative
Agent, incorporated by reference to Exhibit 99.1 to the Registrant's Current Report on Form 8-K filed
February 17,2006

HNI Corporation Executive Deferred Compensation Plan, as amended*”

Second Amendment to Credit Agreement dated as of April 6, 2006, by and among HNI Corporation as
Borrower, certain domestic subsidiaries of the Borrower from time to time party thereto, as Guarantors,
the lenders parties thereto and Wachovia Bank, National Association, as Administrative Agent,
mcorporated by reference to Exhibit 10.1 to the Registrant's Current Report on Form 8-K filed April 10,
2006

Note Purchase Agreement dated as of April 6, 2006, by and among HNI Corporation and the Purchasers
named therein, incorporated by reference to Exhibit 10.2 to the Registrant's Current Report on Form 8-K
filed April 10, 2006

HNI Corporation Directors Deferred Compensation Plan, as amended*”

Third Amendment to Credit Agreement dated as of November 8, 2006, by and among HNI Corporation
as Borrower, certain domestic subsidiaries of the Borrower from time to time party thereto, as
Guarantors, the lenders parties thereto and Wachovia Bank, National Association, as Administrative
Agent, incorporated by reference to Exhibit 10.1 to the Registrant's Current Report on Form 8-K filed
November 8, 2006
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Exhibit Number

(10.17)

(10.18)

(10.19)

(10.20)

(10.21)

(10.22)

(10.23)

(10.24)

(10.25)
(10.26)

(21)
(23)
(31.1)

(31.2)
(32.1)

Description of Document

HNI Corporation Executive Bonus Plan as amended effective January 1, 2005, incorporated by reference
to Exhibit 10.4 to the Registrant's Quarterly Report on Form 10-Q for the quarter ended September 29,
2007*

Form of HNI Corporation Amendment No. 1 to Change in Control Employment Agreement incorporated
by reference to Exhibit 10.1 to the Registrant's Current Report on Form 8-K filed August 10, 2007*

HNI Corporation Stock-Based Compensation Plan, as amended effective August 8, 2006, incorporated
by reference to Exhibit 10.1 to the Registrant's Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006*

Form of Exercise of Stock Option granted under the HNI Corporation Stock-Based Compensation Plan,
mcorporated by reference to Exhibit 10.2 to the Registrant's Quarterly Report on Form 10-Q for the
quarter ended September 27, 2008*

Form of HNI Corporation Stock-Based Compensation Plan Stock Option Award Agreement,
mcorporated by reference to Exhibit 99D to the Registrant's Current Report on Form 8-K filed February
22,2005*

Fourth Amendment to Credit Agreement dated as of June 20, 2008, by and among HNI Corporation as
Borrower, certain domestic subsidiaries of the Borrower from time to time party thereto as Guarantors,
the lenders parties thereto and Wachovia Bank, National Association, as Administrative Agent,
mcorporated by reference to Exhibit 10.1 to the Registrant's Current Report on Form 8-K filed July 7,
2008

Credit Agreement dated as of June 30, 2008, by and among HNI Corporation, as Borrower, certain
domestic subsidiaries of HNI Corporation from time to time party thereto, as Guarantors, certain lenders
party thereto and Wachovia Bank, National Association, as Administrative Agent, incorporated by
reference to Exhibit 10.2 to the Registrant's Current Report on Form 8-K filed July 7, 2008

Form of HNI Corporation 2007 Stock-Based Compensation Plan Restricted Stock Unit Award
Agreement, incorporated by reference to Exhibit 10.2 to the Registrant's Quarterly Report on Form 10-Q
for the quarter ended April 4, 2009*

Form of HNI Corporation Executive Deferred Compensation Plan Deferral Election Agreement™"

Form of HNI Corporation Directors Deferred Compensation Plan Deferral Election Agreement™”
Subsidiaries of the Registrant”

Consent of Independent Registered Public Accounting Firm"

Certification of CEO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002"

Certification of CFO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002"

Certification of CEO and CFO Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906
of the Sarbanes-Oxley Act of 2002

* Indicates management contract or compensatory plan.

* Filed herewith.
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Performance Graph

Comparison of Five-Year Cumulative Return

$150
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$100 2=
$75 ammgges HNT Corporation
e S & P 50
$50 —— OFIG*
~ OFIG** (excl. KNL) e
$25 1 1 1 |
2004 2005 2006 2007 2008 2009
Annual Return 2004 2005 2006 2007 2008 2009
HNI Corporation $100.0  $129.2  $106.0 $86.5 $41.2 $73.9
S&P500 $100.0 $1049 $1214 $129.0 $83.3 $102.0
OFIG* $100.0 $105.0 $1394 $117.5 $55.9 $64.2
OFIG** (excl. KNL) $100.0 $1059 $141.0 $120.9 $55.3 $63.3

*The Office Furniture Industry Group (OFIG) is a composite peer index constructed by the Corporation weighted by market
capitalization and comprised of the following companies: Herman Miller, Inc.; Kimball International, Inc.; Knoll, Inc. and Steelcase
Inc. It is weighted at the beginning of each quarter according to the market capitalization of its constituents on the last trading day of
the Corporation's prior fiscal quarter.

The Corporation included Knoll, Inc., one of its peers, in the OFIG now that Knoll has been a public company for over five years and
sufficient data is available concerning its historical share price.

**The Office Furniture Industry Group (excl. KNL) is a composite peer index constructed by the Corporation weighted by market
capitalization and comprised of the following companies: Herman Miller, Inc.; Kimball International, Inc.; and Steelcase Inc. It is
weighted at the beginning of each quarter according to the market capitalization of its constituents on the last trading day of the
Corporation's prior fiscal quarter.

Total returns for HNI Corporation, S&P 500, OFIG and OFIG (excl. KNL) are depicted at the end of Corporation's fiscal years. The
total return assumes $100.00 invested in each of the Corporation's Common Stock, the S&P 500, OFIG stocks and the OFIG (excl.
KNL) stocks at the end of the Corporation's 2004 fiscal year (January 1, 2005), plus further reinvestment of dividends on the date of
dividend payment. S&P 500 returns assume S&P 500 dividends are paid and reinvested on the last trading day of each of the
Corporation's fiscal quarters.

The comparative performance of the Corporation's Common Stock against the indexes as depicted in this graph is dependent on the
price of stock at a particular measurement point in time. Since individual stocks are more volatile than broader stock indexes, the
perceived comparative performance of the Corporation's Common Stock may vary based on the strength or weakness of the stock
price at the new measurement point used in each future performance graph. For this reason, the Corporation does not believe this
graph should be considered as the sole indicator of the Corporation's performance.
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