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MANAGEMENT DISCUSSION SECTION

Operator: Good morning. My name is Laurel and I will be your conference operator today. At this time, I'd like
to welcome everyone to the HNI Corporation Fourth Quarter and Y ear End 2015 Fiscal Results Conference Call.
Alllines have been placed on mute to prevent any background noise. After the speakers'remarks, there willbe a
question-and-answer session. [Operator Instructions] As areminder, today's conference call is being recorded.
Thank you.

Mr. Tjaden, you may begin your conference.

Kurt A. Tjaden

Vice President and Chief Financial Officer

Good morning. Thankyou for joining us to discuss our fourth quarterand year-end fiscal 2015 results. Joining me
is Stan Askren, Chairman, Presidentand CEO. Copies ofour financial news release,earnings presentation and
non-GAAPreconciliations are posted on our website.

Statements made during this call that are notstrictly historical facts are forward-looking statements which are
subject to known and unknown risk. Actual results could differ materially. The earnings presentation posted on
our website includes additional factors that could affect actual results. The corporation assumes no obligation to
update any forward-looking statements made during this call.

I'm pleased to turnthe call overto Stan.

Stanley A. Askren

Chairman, President & Chief Executive Officer

Good morning, everyone. As typical, we'll share abriefassessment of our 2015 results and then provide some
thoughts on our outlook for 2016 and then we'll conclude it with an open call for questions.
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First, let me start with the year. 2015 was anotherstrong year. Non-GAAP earnings pershare increased 31%on
modest sales growth. We again generatedsolid cash flowto support our long-term business investments and
increased our already strong dividend. We executed well on our core strategies which,I'llremind you, include
focusing onthe core [ph] splitting focus with (0:02:04) leverage and then, finally, ourrapid continuous
improvement which is driven by the strength of our member/owner culture which is very uniqueand very
powerful.

Our businesses performed well against the competition in a challenging slow growth economic environment.
Office furniture markets werenegatively impactedin the second halfby muted CEO and small business
confidence and economicturmoil in the PRC. In our hearth markets, single family housing starts continued to
improvemodestly, while warm weatherand dramatically lower oil prices severely impacted the biomass market.

Our hearth business achieved anotherrecord yearofprofits, delivering $ 80 million of non-GAAP operating profits
onsales of $527 million. Sales results across that business were mixed. Solid growthin new construction and
retail gas were more than offset by a significantdecline in the biomass business due to low oil prices and very
warm weather.

We continue to invest and strengthen our industry leading brands, products and distribution and we are the
preferred choicefor builders and homeowners. Our office furniturebusiness non-GAAP operating profit increased
25% on modest sales growth. Strong operational performance, consistent flawless execution for our customers,
and benefits from our operational investments werekey drivers for thoseincreased earnings.

North America salesincreased approximately 2%, led by 5%growth in our contract business. Our supplies
business sales were basically flat, impactedby muted small business confidence. Salesin our international
businesses were up 3%despite a significant drag from the economic upheaval in China, mainly the PRC.

We continued our investment commitment to our Business Sy stems Transformation initiative. We made strong
progress simplifying and transforming ourbusiness processes to delivermore value to our customers and reduce
non-valueadded cost. BST remains a significant focus for our organization and a strategicinvestment for HNI.

We believe our unique member/owner culture is a competitive advantage that stands the test oftime and we
remain committed to our core beliefs and values.

Andlet me now comment on the fourth quarter. We finished the year strong. Non-GAAP earnings per share
increased 40%despite a slowing economy [ph]and 8% (0:04:44)lowersales. Office furniture non-GAAP
operating profitsincreased 23%on a 5% sales decline.

Inour hearth business,non-GAAP operating profit margin improved 170 basis points on a 14%sales decline.
Overall,I'mvery pleased how ourbusinesses are performing and our position for the future. And I'd like to thank
our customers, members and suppliers for their outstanding contributions to our success. Kurt?

Kurt A. Tjaden

Vice President and Chief Financial Officer

So let me comment on the fourth quarter of2015. Consolidated net sales decreased 7.7%. Office furniture sales
decreased 5.3%. Salesin our supplies driven business were down 7%, while sales in our other office furniture
businesses were down 3%.
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Salesin our hearth business decreased 14%, new construction salesincreased 4%, and sales of our biomass
products decreased 38%due to dramatically lower oil prices and unseasonably warm weather.

Non-GAAP consolidated gross margins improved 220 basis points versus the prior year to 37.9%. Strong
operational performance, structural cost reductions, favorable material costs and price realization were partially
offset by lower volumes. As a percent ofsales, non-GAAP selling and administrative expenses decreased 50 basis
points, primarily due to cost reductions and lowerincentive-based compensation, partially offset by investments.

During the quarter, we reported $12.7 million ofrestructuring and impairment charges and transition costs. These
expenses included goodwill and intangibleimpairmentcharges of $11.2 million related to our small office
furniture business and $1.5million ofrestructuring and transition costs in connection with previously announced
closures, acquisition integration and structural realignment.

Fortheyear, we generated $61 million offree cash flow and our yearending debt-to-EBITDA leverage ratiowas
lessthan1x.

Stan?

Stanley A. Askren

Chairman, President & Chief Executive Officer

Okay.Thank you, Kurt. Aswe lookto 2016, we expect the weak economic environment to continue impacting our
competitivemarkets. Our exposure to short cycle business provides us early visibility into market shifts. We are
navigating the near-term, while remaining focused on long-term value creation. I'm confident we can deliver
strong profit performance in any market environment. Our seasoned and experienced team has effectively
managed through multiple business cycles in the past.

Consistent with our long trackrecord —and listen to this, please — consistent with ourlongtrackrecord ofdriving
significant structural cost reductions, we are working several large restructuring initiatives. The estimated impact
of these initiativeswill result in $50 million to $ 60 million of restructuring charges over the next thre e years.

Once completed, we expect to realize $ 35 million to $40 million ofannual savings. While these initiatives are not
yetfinal, I have confidence in the opportunity and the magnitudes that I'vejust indicated. The initiatives are
broadbased, including corporate functions, office furniture and hearth businesses and both domestic and
international businesses.

These actions were not developed just in response to the slowereconomy. These initiatives have been in process
for sometime in varyinglevels ofreadiness. We will not provide additional detail on specificinitiatives at this
time, so as to allow flexibility for planning, communication and execution. We will disclosethe economicimpact
of each ofthese initiatives at the appropriate time, consistentwith our past practice and regulatory requirements.

I continue to believe we are well positioned to create long-term shareholdervalue. We have the right strategies,
the right products and the right people to continue to outperform the market.

Kurt?

Kurt A. Tjaden

Vice President and Chief Financial Officer
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So our financial outlook for the first quarter of 2016, we anticipate overall sales to be down 3%to 7 %. Office
furniture sales are expected to be down 4%to 8%. Supplies driven office furniture sales are projected to be down
6% t0 10%. Sales in our remaining office furniturebusinesses areforecasted to be down 3%to 7 %. In our hearth
business, overall sales are expected to be up 1%to down 3%. New construction channel sales are forecasted to be
up 4% to 8% and we expectremodel retrofit channel sales to be down 3%to 7 % driven by lower biomass sales.

Non-GAAPgross profit margin is expected to improve modestly from the first quarter2015levels of [ph] 39.5%
(0:09:46). Non-GAAP SG&A as a percentage ofsalesis expected to be modestly higher than the first quarter2015
results of32.2%. Our estimated non-GA AP earnings per diluted share for the first quarter is in the range 0o $0.16
to $0.21pershare.

So our fullyear 2016 outlook, we expect consolidated sales to be downlow to mid single-digits. We are forecasting
office furniture salesto be down 4%to 7 %. And salesin our hearth business are expected to be down slightly to up
slightly. The effective tax rate for the yearis projected to be approximately 35%and we expect capital
expendituresto beintherange of $105 million to $110 million.

Consistent with Stan's earlier comments about the weak economic environment and high degree ofuncertainty,
we are expanding the range ofour full yearearnings per share guidance. Our current best estimate ofnon-GAAP
earnings per diluted sharefor the fullyear 2016 isnowinthe range of $2.20 to $2.60 per share.

Stan?

Stanley A. Askren

Chairman, President & Chief Executive Officer

Okay. Let me wrap this up and summarize. I'm confidentin our ability to deliver long-term shareholder valuein
any market environment. Our businesses are strong, agile, and well positioned for the future. Our brands are
competing well in their markets. Our strategies are working and our investments continue to deliverstrong
financial returns. So with those comments from Kurt and myselfcomplete, we'll now open it up to questions.

Operator, are you there, please?
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QUESTION AND ANSWER SECTION

Operator:[Operator Instructions] . Our first question comes from the line of Budd Bugatch with Raymond
James. Yourline isopen.

Bobby K. Griffin

Raymond James & Associates, Inc.

Good morning, guys. This is Bobby actually filling in for Budd. Thank you for taking my que stions. First up for me
is just a little bit more around biomass and the comparisons. How should we think about those comparisons
throughout 2016? When will the comps from the lower fuel start to ease, I guess, is part of my question or the
main bit of my question?

Stanley A. Askren

Chairman, President & Chief Executive Officer

Y eah. It should, Bobby, work through and we should reach the bottom in 2016. Likely to step down another 10%
to15%, downto sort ofhistoriclows and thenlevel outin2016.

Bobby K. Griffin

Raymond James & Associates, Inc.

Would the historiclows probably hit sometimein mid -summer,would that be arough guess?

Stanley A. Askren

Chairman, President & Chief Executive Officer

It's very seasonal, Bobby. So using mid-summer is not really representative [indiscernible] (0:12:45) heating
appliances purchase seasonal. And so you'd say not till the end ofthe year —not till we get through the burn
season at the end of the year are youreally going to be through it.

Bobby K. Griffin

Raymond James & Associates, Inc.

Okay.And thenonthe office segment, inside the office segment, was thereany big shiftsin products that you're
seeing pressureon, a shift from the consumerto a different style productmaybe?

Stanley A. Askren

Chairman, President & Chief Executive Officer
No.

Bobby K. Griffin

Raymond James & Associates, Inc.

And the weakness is pretty broad basedacross all your product categories?

Stanley A. Askren

Chairman, President & Chief Executive Officer

Yes, sir.
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Bobby K. Griffin

Raymond James & Associates, Inc.

And price points as well?

Stanley A. Askren

Chairman, President & Chief Executive Officer

Yes, sir.

Bobby K. Griffin

Raymond James & Associates, Inc.

Okay.And thenlastly, when youlookat supplies —the supplies channel business, and you referenced the other
non-supplies channel business, that's mostly North America contract, correct?

Stanley A. Askren

Chairman, President & Chief Executive Officer

Itincludesinternational as well. It's mostly North America contract, yes.

Bobby K. Griffin

Raymond James & Associates, Inc.

Allright. I wasjusttryingto get a parse ofwhat North America contract did for the quarter. Are you guys
disclosing that?

Kurt A. Tjaden

Vice President and Chief Financial Officer

For which quarter, Bobby?

Bobby K. Griffin

Raymond James & Associates, Inc.

For the fourth quarterthat we just had.

Kurt A. Tjaden

Vice President and Chief Financial Officer

So fourth quarter, we would have seen North America contract down slightly, in line with our expectations.

Bobby K. Griffin

Raymond James & Associates, Inc.

Allright. Thankyou. I appreciate you guys answering my questions and best ofluckin2016.

Kurt A. Tjaden

Vice President and Chief Financial Officer

Yes.

Operator: Y our next question comes from the line of Matt McCall with BB&T Capital Markets. Please go ahead.
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Matthew Scott McCall
BB&T Capital Markets

Thank you. Morning, everybody.

Stanley A. Askren

Chairman, President & Chief Executive Officer

Morning, Matt.

Matthew Scott McCall

BB&T Capital Markets

Okay. So maybe I'll followup from the last question. North American contract down alittle bit; did you talkabout
the specific expectations from North American contractin 2016?

Kurt A. Tjaden

Vice President and Chief Financial Officer

We did not on that, Matt. We talked general office furniture as we talked about 2016, down —overalldown
[indiscernible] (0:14:41).

Matthew Scott McCall
BB&T Capital Markets

Okay. So any comments on underperformance, out-performance for your differentsegments?

Stanley A. Askren

Chairman, President & Chief Executive Officer

Well, Matt, I think if youlook at what's transpired over time, we've outperformed. Certainly, in the contract side,
we have —if youlookat all the last 24 months — so I'll remind you, ourperspective isifyou use any quarteror
evenayear to compare, youreally run the riskof distorting your picture. So it's more likely to use a 24 -month
period. So we would say HNI North America contractin the last two yearsisup, I think, 6.7%on average,
difference 0f4.6%. 2015, I thinkwe indicated for the year,North America contract of HNI was flat to BIFMA, so
about the same. Supplies has basically been flat to up modestly. We thinkbased on what welook at with our
largest customers in the market which we view were tracking slightly ahead ofthat. So we would expectregardless
of what the economy gives us that we would continueto outperform. So the numberswe're giving you here are
more reflectiveof what we thinkthe economy is going to do rather than usindicating thatwe think we're going to
lose some position.

I think we said a lotin these conferences, we said it at least four times, we e x pect to continue to outperform the
marketinthe long-term. Watch the short-term stuffbecause in this industry you get all screwed up.

Matthew Scott McCall

BB&T Capital Markets

Got it. Got it. Okay. So you talked about yourseveral large restructuring initiatives. And I knowyoudon't want to
give specifics. I understand that. But yousaid you'vebeen working on these for along time. So maybeoutside of
just the cyclical softness, and I know that didn't drive the decision, can you just talkabout maybe the strategic
nature of whatyou are trying to accomplish here because its soundslike it's been kind of — on the drawing board
for a while? What changes are you trying to make?
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Stanley A. Askren

Chairman, President & Chief Executive Officer

Yeah. First ofall, let me comment on the drawing board for along while. Ifyou go backand youlookat our
history, Matt, certainly since I've been the CEO, we always have majorproductivity, structural cost take -out
initiatives underway. It's part ofourlean RCI sort ofenvironment and culture.

The second part is, the industry is always changing, we're always changing, we're always responding, we are
getting smarter. There isnew sort of ways ofthinking about things. We do acquisitions, on and o nit goes. And so,
these are simply things that impactlogistics costs, impact operational costs, impactsort of overall facility costs.
These are investments in productivity,new technology. These are investments thatdeal with the shifting mix of
products, et cetera. So it is extremely broadbased. And I said, corporate, office furniture businesses, hearth
businesses, international, domestic, and it just goes on and on. So the objective is to continuously drive more,
better, fasterwith less for our customers to createvalue for our shareholders, deliverreturn on these investments,
and so it's just more ofthe same.

The pointis, is these things were underway before the slowdown. We simply are —I guessI am quite pleased that
we'rein a spotthatthese thingshave been worked, they've been vetted. We've done ourdue diligence. We've done
our homeworkthat's actually underway and we're beginning to roll those things out over the next two to three
years.

And we are simply saying, hey, ladies and gentlemen, thisis a slower economy,but we are going to do wellto do
that. We're not going to waste this crisis. We're going to use this as an opportunity to do what we do well, which is
continue to investfor growth, but also adjust our cost structure so that we're more competitive, driving better
returns for our shareholders.

Matthew Scott McCall

BB&T Capital Markets

Okay, okay. That's helpful. And then, so you quantified that the total benefit, I think, is $35 million when
everything's done.Canyoutalkabout maybe what is assumed, what kind ofbenefit is assumed in the guidance for

2016 —your outlookfor 2016?I don't knowif you gave margin —a margin outlookfor 2016. Ifeither ofyou have
that, that would be helpful.

Kurt A. Tjaden

Vice President and Chief Financial Officer

Yeah. Ifyouthinkabout this, Matt, it's — assuming we proceed with these, it really becomes a — it's a total of$35
million to $40 million ofbenefitandit'soverathree-year period. And assuming we proceed with these, you would
startto see nominal benefitin the fourth quarterof2016.1'd callit 5%to 10%ofthat at rates that Stan talked,
ramping up to kind ofa halfto two-thirdsrunratein2017and by 2018 we would expect to be on plane with that
number that Stan talked. Again, all subject to timing,but that's kind ofhowI thinkabout the ramp. So not a big
impactonour guidance for thisyear.

Stanley A. Askren

Chairman, President & Chief Executive Officer

And then, Matt, the other thing s, right behind these, we'll be working and developing the next sort ofinitiatives
to continue to drive productivity and structural cost as well. So we're simply stating overthis next period, thisis
what we have teed up, but behind that we'll be looking for more.
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Matthew Scott McCall
BB&T Capital Markets

Okay.I have two morequick ones, well, two more quick questions. We'll see about the answers. But the
deflationary environment, maybe talk about it in two ways. The impact on your customers, I know —I think Bobby
asked about where youre seeing weakness. We've heard there's more weakness in energy and industrial than
there is elsewhere. It soundslike you're seeing it across the board. So is there any negative impact from deflation
in some ofyour customer groups? And then talkabout the deflationary benefit on your price costsituation.

Stanley A. Askren

Chairman, President & Chief Executive Officer

Yeah. Let me comment on Bobby's question. The way I took Bobby's question, is there anything that we're seeing
in our business that's inconsistent with the overall economy?I think anybody in business these daysis seeing the
energy section slow down.

Matthew Scott McCall
BB&T Capital Markets

Okay.

Stanley A. Askren

Chairman, President & Chief Executive Officer

We're participating fully on that. [ph] There are signs (0:21:19) across the broad. I think my answer is, look, ladies
and gentlemen, look at the overall economy, we're tracking the overall economy;look at the overall sectors, we're
trackingthe overall sectors;look at the overall price points, we're tracking the overall price points. So I don't want
to imply to you thatenergy is, we're just seeing along and everything is good and we're not doing as well in some
ofthese other areas. I simply was commenting, we are tracking the overall economy.

Your deflationary questionis a good one, Matt. Certainly that is a benefit to us as it relates to materials. We are
seeinginflation, though, in people cost, so pay rates, healthcare, et cetera, continues to go up and that's a
significant cost as part ofour business. The opportunity in this lower material inflation environment to get price is
less. So it kind of offsets when we kind oflook at it. We benefited in the past from a decent ability —opportunity to
get price. That's goingto be harder going forward. The other side, material cost should get betteras things go
forward and we should benefit from that.

Matthew Scott McCall

BB&T Capital Markets

Okay. Allright, perfect. And last one, I'm sure you'vebeen asked this, but the current situation, you compare it to
previous periods. The most recent we had that it could compare to are kind of2011, 2008, right? So if you think
about whatyou'e feeling today, what youre hearing from customers, what you're sensing in yourbusiness, does
this compare more to whathappened in 2008, 2011 or does it feel totally different than thosetwo periods?

Stanley A. Askren

Chairman, President & Chief Executive Officer

Yeah. Again, thisis a question everybody is trying to answer regardless of what your business is. And the question
is, if I could restateit Matt, is this a soft patch oris this a recession?
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Matthew Scott McCall
BB&T Capital Markets

Right.

Stanley A. Askren

Chairman, President & Chief Executive Officer

Idon't know.Idon't know.Ithinkit's more likely to be somewherein the middle, a soft patch. You see what we're
calling. Again, I thinkwe're calling not just our performance. We're calling the overall view of the economy, which
is,it's goingto be down. We've gone back and looked at all this data. It'snot the same as the Wall Street mortgage
crisis. It'snot. There'snot that big ofa shock. I thinkthisis more ofan asset — global asset re-pricing, sort ofthe
quantitative easing coming off, global slowdown. And I thinkit's more likely to be a soft spot, soft patch or amild
recession, ifyou ask me.

Andlook, my opinionis not worth much on this. There's all sorts of people that aresmarter than we are looking at
this and feeling this. This is simply our responseto, I think, an overall slowdown,an overall, I think, souring or
slowing of CEO confidence.Ithinkmost oftheindicatorsyou're seeing are lagging would be what I would say.
And small business confidence has been shaken. And the question is, howlong doesthat go and how fast do they
shake that off and thenbegin investingin our very important, but non-revenue and non-income producing asset,
called office furniture.

Matthew Scott McCall
BB&T Capital Markets

Very helpful. Thanks, Stan. Good luck.

Stanley A. Askren

Chairman, President & Chief Executive Officer

Allright, Matt.

Operator:Your next question comes from the line of Kathryn Thompson with Thompson Research Group.Y our
line is open.

Steven Ramsey

Thompson Research Group LLC

Hi. Thisis Steven Ramsey filling in for Kathryn. My first question on non-GAAP operating margins, the
improvement in Q4, in referenceto the structural costs you are taking out in the office business so far, howmuch
of thisis permanent versus costsbeing only reduced in the low volume environment?

Kurt A. Tjaden

Vice President and Chief Financial Officer

Well, I think the way I'd answer that, Steven,isthatis ongoing structural cost take -out. It'snot atemporary
adjustment, ifyou will. We've been making —if you thinkabout actions we tookin the third quarter around
structural costs, we had plants come offline last year that we've seen benefits flow through this. So I would say, the
majority ofthat structural cost takeout, I would expect to be repeating and continue. And it's part of why yousee —
ifyoulookatour 2016 outlookand kind oftake the midpoint of guidance, a very favorable de -leverage and
continue to expect returns on those investments that will [indiscernible] (0:26:09).
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Stanley A. Askren

Chairman, President & Chief Executive Officer

Let me take another shot at this, Steven.The volume is good for us on costs. So when volume comes off, there
aren't things we canjust sort ofstop spending and make our financials looks better, number one. Numbertwo,
we're actually investing —continueto invest for the long-term. We have along-term view ofthe business. We get
paid to deliver results. We get paid to deliver long-term value creation for shareholders and for customers. And so,
we don't do anything that's going to be sort ofa short-term thing that willimpact the long-term.As Kurt says,
what we take outislonger-term structural costand we would expect to do that going forward. So I'm not sure I
totally understood the question, but I thinkwe're hopefully answering that for you.

Steven Ramsey

Thompson Research Group LLC

Right. No, that's helpful. I appreciate that. My next two questions are on the hearth side ofthe business. New
construction has made up about 40% ofthe salesthere in the past — the recent past with the recent declines on the
R&R side. Do you expect this 40/60 composition to shiftin 2016 where new construction would make up more
sales? And if so, does that change the margin profile ofthe business at all?

Stanley A. Askren

Chairman, President & Chief Executive Officer

The answer isyes. Obviously, based on how the numbersjust work out, hearth sales willbe made up more largely
of new construction thanrecent. And the margins will remain generally the same.The mix doesn't impact the
margins is another way ofsaying that more clearly.

Steven Ramsey
Thompson Research Group LLC

Great. And thenlast question on hearth. Excluding biomass,how was your core R&R business performing? The
R&R market as a whole seemsto be strongbasedon our survey work and recentreports from large publicly traded
companies, so wanted to get your take on that.

Stanley A. Askren

Chairman, President & Chief Executive Officer

Yeah. Excluding the biomass, our R&R hearth business would be tracking at or above the R&R indices. So it's
doingwell. We're in a great market —we have a great market position. We have great products and that businessis
doingvery fine.

Steven Ramsey
Thompson Research Group LLC

Excellent. Appreciateit. Thanks.

Kurt A. Tjaden

Vice President and Chief Financial Officer

Okay.Youbet, Steven.

Operator: Ladies and gentlemen, thereare no further questions. I turn the callbackto the presenters for closing
remarks.
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Stanley A. Askren

Chairman, President & Chief Executive Officer

Allright. Well, thankyou so much for your interestin HNI and for tuning in. And we look forward to talking to
youinthe future. Have a great day.

Operator: This concludes today's conference call. You may now disconnect.
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